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53 Johnson Road, The Plains, Ohio 45780-1231 
Phone:  740-594-3300 or 800-441-1389 

www.ohioauditor.gov 

 
INDEPENDENT AUDITOR’S REPORT 

 
 
East Guernsey Local School District 
Guernsey County 
P.O. Box 128 
Old Washington, Ohio 43768 
 
To the Board of Education: 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of the East Guernsey Local School District, Guernsey 
County, Ohio (the School District), as of and for the year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the School District’s basic financial statements as listed 
in the Table of Contents.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for preparing and fairly presenting these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes designing, 
implementing, and maintaining internal control relevant to preparing and fairly presenting financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor's Responsibility 
 
Our responsibility is to opine on these financial statements based on our audit. We audited in accordance 
with auditing standards generally accepted in the United States of America and the financial audit standards 
in the Comptroller General of the United States’ Government Auditing Standards. Those standards require 
us to plan and perform the audit to reasonably assure the financial statements are free from material 
misstatement.  
 
An audit requires obtaining evidence about financial statement amounts and disclosures.  The procedures 
selected depend on our judgment, including assessing the risks of material financial statement 
misstatement, whether due to fraud or error.  In assessing those risks, we consider internal control relevant 
to the School District’s preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not to the extent needed to opine on the 
effectiveness of the School District's internal control.  Accordingly, we express no such opinion. An audit 
also includes evaluating the appropriateness of management’s accounting policies and the reasonableness 
of their significant accounting estimates, as well as our evaluation of the overall financial statement 
presentation. 
 
We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.   
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund, and the aggregate remaining 
fund information of the East Guernsey Local School District, Guernsey County, Ohio, as of June 30, 2018, 
and the respective changes in financial position and, where applicable, cash flows thereof and the 
budgetary comparison for the General Fund thereof for the year then ended in accordance with the 
accounting principles generally accepted in the United States of America.  
 
Emphasis of Matter  
 
As discussed in Note 2 to the financial statements, during fiscal year 2018, the School District adopted new 
accounting guidance in Governmental Accounting Standards Board (GASB) Statement No. 75, Accounting 
and Financial Reporting for Postemployment Benefits Other Than Pensions.  We did not modify our opinion 
regarding this matter.  
 
Other Matters 
 
Required Supplementary Information  
 
Accounting principles generally accepted in the United States of America require this presentation to include 
Management’s Discussion and Analysis and schedules of net pension and other post-employment benefit 
liabilities and pension and other post-employment benefit contributions, listed in the Table of Contents, to 
supplement the basic financial statements.  Although this information is not part of the basic financial 
statements, the Governmental Accounting Standards Board considers it essential for placing the basic 
financial statements in an appropriate operational, economic, or historical context.  We applied certain 
limited procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, consisting of inquiries of management about the 
methods of preparing the information and comparing the information for consistency with management’s 
responses to our inquiries, to the basic financial statements, and other knowledge we obtained during our 
audit of the basic financial statements.  We do not opine or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to opine or provide any other 
assurance.  
 
Supplementary and Other Information    
 
Our audit was conducted to opine on the School District’s basic financial statements taken as a whole.   
 
The Schedule of Expenditures of Federal Awards (the Schedule) presents additional analysis as required 
by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards and is not a required part of the financial 
statements. 
 
The Schedule is management’s responsibility, and derives from and relates directly to the underlying 
accounting and other records used to prepare the basic financial statements.  We subjected this information 
to the auditing procedures we applied to the basic financial statements.  We also applied certain additional 
procedures, including comparing and reconciling this information directly to the underlying accounting and 
other records used to prepare the basic financial statements or to the basic financial statements themselves 
in accordance with auditing standards generally accepted in the United States of America.  In our opinion, 
this information is fairly stated in all material respects in relation to the basic financial statements taken as 
a whole.  
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Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated May 6, 2019, on 
our consideration of the School District’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.  
That report describes the scope of our internal control testing over financial reporting and compliance, and 
the results of that testing, and does not opine on internal control over financial reporting or on compliance.  
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the School District’s internal control over financial reporting and compliance.  
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio  
 
May 6, 2019 
 

JRHelle
Keith Faber
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Management’s Discussion and Analysis
For the Fiscal Year Ended June 30, 2018

Financial Highlights

Using this Annual Report

Statement of Net Position and Statement of Activities

Reporting the School District as a Whole

Statement of Net Position and the Statement of Activities

Statement
of Net Position Statement of Activities
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Statement of Net Position Statement of Activities

Reporting the School District's Most Significant Funds

Fund Financial Statements

Governmental Funds

Proprietary Fund

Reporting the School District’s Fiduciary Responsibilities
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Total Liabilities

Total Deferred Inflows of Resources

Total Net Position
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Accounting and Financial Reporting for
Pensions—an Amendment of GASB Statement 27

Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions

net pension liability net OPEB liability

as against the public employer.
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Total Program Revenues
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Program Expenses

Total Expenses
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Total Expenses
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Capital Assets and Debt Administration

Totals

Total

Contacting the School District's Financial Management



Total Assets

Total Deferred Outflows of Resources

Total Liabilities

Total Deferred Inflows of Resources

Total Net Position

Statement of Net Position
June 30, 2018



Statement of Activities

Total

Total General Revenues

Change in Net Position

Net Position Beginning of Year (Restated - See Note 2)
Net Position End of Year

For the Fiscal Year Ended June 30, 2018



Total Assets

Total Liabilities

Total Deferred Inflows of Resources

Total Fund Balances
Total Liabilities, Deferred Inflows of

Resources and Fund Balances

Balance Sheet
Governmental Funds

June 30, 2018



Amounts reported for governmental activities in the
statement of net position are different because:

Net Position of Governmental Activities

Reconciliation of Total Governmental Fund Balances to
Net Position of Governmental Activities

June 30, 2018



Total Revenues

Total Expenditures

Excess of Revenues Over (Under) Expenditures

Total Other Financing Sources (Uses)

Net Change in Fund Balance

Fund Balances Beginning of Year

Fund Balances End of Year

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds

For the Fiscal Year Ended June 30, 2018



Amounts reported for governmental activities in the
statement of activities are different because:

Change in Net Position of Governmental Activities

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

For the Fiscal Year Ended June 30, 2018



General Fund

Fund Balance Beginning of Year

Fund Balance End of Year

Statement of Revenues, Expenditures, and Changes in Fund Balance -
Budget (Non-GAAP Basis) and Actual

For the Fiscal Year Ended June 30, 2018



Current Assets

Current Liabilities

Statement of Fund Net Position
Proprietary Fund

June 30, 2018



Total Operating Expenses

Operating Income

Change in Net Position

Net Position Beginning of Year

Net Position End of Year

Statement of Revenues, Expenses, and Changes in Fund Net Position
Proprietary Fund

For the Fiscal Year Ended June 30, 2018



Net Cash Provided By Operating Activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Net Cash Provided By Operating Activities

Statement of Cash Flows
Proprietary Fund

For the Fiscal Year Ended June 30, 2018



Total Assets

Total Liabilities

Statement of Fiduciary Net Position
Fiduciary Funds

June 30, 2018



Total Additions

Change in Net Position

Net Position Beginning of Year

Net Position End of Year

Statement of Changes in Fiduciary Net Position
Private Purpose Trust Fund

For the Fiscal Year Ended June 30, 2018
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Reporting Entity:



Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

A. Basis of Presentation

Government-wide Financial Statements

Fund Financial Statements

B. Fund Accounting
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Governmental Funds

General Fund

Permanent Improvement Fund

Proprietary Fund Type

Internal Service Fund

Fiduciary Fund Type

C. Measurement Focus

Government-wide Financial Statements
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Fund Financial Statements

D. Basis of Accounting

Revenues: Exchange and Non-Exchange Transactions
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Deferred Outflows/Inflows of Resources

Expenses/Expenditures

E. Cash and Cash Equivalents
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Certain External Investment Pools and Pool Participants.

F. Capital Assets



Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

G. Interfund Balances

H. Compensated Absences

I. Accrued Liabilities and Long-Term Obligations



Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

J. Pensions and Other Postemployment Benefits OPEB)

K. Bond Discounts and Premiums

L. Internal Activity

M. Fund Balance

Nonspendable

Restricted
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Committed

Assigned

Unassigned
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N. Net Position

O. Operating Revenues and Expenses

P. Extraordinary and Special Items

Q. Estimates

R. Budgetary Data
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S. Implementation of New Accounting Principles and Restatement of Net Position

Accounting and Financial reporting for Postemployment
Benefits other than Pensions Irrevocable Split-Interest Agreements,

Omnibus 2017 Certain Debt Extinguishments.
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Fund Balance Reporting and
Governmental Fund Type Definitions,
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Interest Rate Risk

Credit Risk

Concentration of Credit Risk
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For the Fiscal Year Ended June 30, 2018

A. Interfund Balances
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B. Interfund Transfers

Capital Assets, not Being Depreciated

Capital Assets, Being Depreciated

Total Capital Assets, Being Depreciated

Total Accumulated Depreciation

Total Capital Assets Being Depreciated, Net

Governmental Activities Capital Assets, Net
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Total Depreciation
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Net Pension Liability
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net pension liability

intergovernmental payable

Plan Description - School Employees Retirement System (SERS)
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Plan Description - State Teachers Retirement System (STRS)
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For the Fiscal Year Ended June 30, 2018

Pension Liabilities, Pension Expense, and Deferred Outflows/Inflows of Resources Related to Pensions
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For the Fiscal Year Ended June 30, 2018

Actuarial Assumptions - SERS

Statement of Investment Policy



Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Discount Rate

Sensitivity of the School District's Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate

Actuarial Assumptions - STRS
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For the Fiscal Year Ended June 30, 2018

Discount Rate



Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Sensitivity of the School District's Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate

Assumption Changes since the Prior Measurement Date

Benefit Term Changes since the Prior Measurement Date

Net OPEB Liability
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net OPEB liability

intergovernmental payable

Plan Description - School Employees Retirement System (SERS)



Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Plan Description - State Teachers Retirement System (STRS)

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to OPEB
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Actuarial Assumptions - SERS
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Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Discount Rate

Sensitivity of the School District's Proportionate Share of the Net OPEB Liability to Changes in the
Discount Rate and Changes in the Health Care Cost Trend Rates



Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Actuarial Assumptions – STRS

Statement No. 74, Financial Reporting for Postemployment Benefit
Plans Other Than Pension Plans (OPEB)
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Discount Rate



Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Sensitivity of the School District’s Proportionate Share of the Net OPEB Liability to Changes in the
Discount and Health Care Cost Trend Rate

A. Compensated Absences

B. Other Insurance Benefits
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2011 General Obligation Refunding Bonds

General Obligation Bonds:
2011 Refunding Bonds

2013 Refunding Bonds

Total General Obligation Bonds

2012 Energy Conservation Notes

Total Governmental Activities
Long-Term Liabilities
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2013 General Obligation Refunding Bonds

2012 Energy Conservation Notes
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Mid East Career and Technology Center

Ohio Mid-Eastern Regional Educational Service Agency

Metropolitan Educational Council -
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Educational Regional Service System Region 12 -

A. Insurance Purchasing Pools

Ohio School Boards Association Workers’ Compensation Group Rating Plan -

Ohio School Plan –

B. Risk Sharing, Claims Servicing and Insurance Purchasing Pool

Jefferson Health Plan



Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018
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For the Fiscal Year Ended June 30, 2018

A. Grants

B. Litigation

C. School District Foundation

D. Other Commitments
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Total Fund Balance (Deficit)
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Deficit Fund Balance

Non-major Special Revenue Funds:
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EAST GUERNSEY LOCAL SCHOOL DISTRICT
GUERNSEY COUNTY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2018

FEDERAL GRANTOR Federal Pass Through
Pass Through Grantor CFDA Entity Identifying Total Federal
Program / Cluster Title Number Number Expenditures

U.S. DEPARTMENT OF AGRICULTURE
Passed Through Ohio Department of Education
Child Nutrition Cluster:
  Non-Cash Assistance:   
    National School Lunch Program (Food Donation) 10.555 2018 $21,534

  Cash Assistance:    

    School Breakfast Program 10.553 2018 71,218

    National School Lunch Program 10.555 2018 147,596

  Cash Assistance Subtotal 218,814

Total Child Nutrition Cluster 240,348

Total U.S. Department of Agriculture 240,348

U.S. DEPARTMENT OF EDUCATION
Passed Through Ohio Department of Education
Title I Grants to Local Educational Agencies 84.010 2017 67,201

2018 351,991

Total Title I Grants to Local Educational Agencies 419,192

Special Education Cluster:
  Special Education_Grants to States 84.027 2017 73,831

2018 281,446

  Total Special Education_Grants to States 355,277

Total Special Education Cluster 355,277

Improving Teacher Quality State Grants 84.367 2017 11,117

2018 27,268

Total Improving Teacher Quality State Grants 38,385

Total U.S. Department of Education 812,854
   

Total Expenditures of Federal Awards $1,053,202

 
The accompanying notes are an integral part of this schedule.

81



82 
 

EAST GUERNSEY LOCAL SCHOOL DISTRICT 
GUERNSEY COUNTY 

 
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS  

2 CFR 200.510(b)(6) 
FOR THE YEAR ENDED JUNE 30, 2018 

 
NOTE A – BASIS OF PRESENTATION 
 
The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal award 
activity of East Guernsey Local School District (the School District) under programs of the federal 
government for the year ended June 30, 2018.  The information on this Schedule is prepared in accordance 
with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  Because 
the Schedule presents only a selected portion of the operations of the School District, it is not intended to 
and does not present the financial position, changes in net position, or cash flows of the School District. 
 
NOTE B – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Expenditures reported on the Schedule are reported on the cash basis of accounting. Such expenditures 
are recognized following the cost principles contained in Uniform Guidance wherein certain types of 
expenditures may or may not be allowable or may be limited as to reimbursement.   
 
NOTE C – INDIRECT COST RATE 
 
The School District has elected not to use the 10-percent de minimis indirect cost rate as allowed under the 
Uniform Guidance.  
 
NOTE D - CHILD NUTRITION CLUSTER 
 
The School District commingles cash receipts from the U.S. Department of Agriculture with similar State 
grants.  When reporting expenditures on this Schedule, the School District assumes it expends federal 
monies first.   
 
NOTE E – FOOD DONATION PROGRAM 
 
The School District reports commodities consumed on the Schedule at the entitlement value. The School 
District allocated donated food commodities to the respective programs that benefitted from the use of those 
donated food commodities.   
 
NOTE F - TRANSFERS BETWEEN PROGRAM YEARS 
 
Federal regulations require schools to obligate certain federal awards by June 30.  However, with ODE’s 
consent, schools can transfer unobligated amounts to the subsequent fiscal year’s program.  The School 
District transferred the following amounts from 2017 to 2018 programs:  
 

Program Title
CFDA 

Number
Amt. 

Transferred
Title I Grants to Local Educational Agencies 84.010 391$               
Special Education - Grants to States 84.027 12,337$          
Improving Teacher Quality State Grants 84.367 3,376$             
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53 Johnson Road, The Plains, Ohio 45780-1231 
Phone:  740-594-3300 or 800-441-1389 

www.ohioauditor.gov 

 
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
REQUIRED BY GOVERNMENT AUDITING STANDARDS 

 
 
East Guernsey Local School District 
Guernsey County 
P.O. Box 128 
Old Washington, Ohio 43768 
 
To the Board of Education: 
 
We have audited, in accordance with auditing standards generally accepted in the United States and the 
Comptroller General of the United States’ Government Auditing Standards, the financial statements of the 
governmental activities, each major fund, and the aggregate remaining fund information of the East 
Guernsey Local School District, Guernsey County, Ohio (the School District), as of and for the year ended 
June 30, 2018, and the related notes to the financial statements, which collectively comprise the School 
District’s basic financial statements and have issued our report thereon dated May 6, 2019, wherein we 
noted the School District adopted Governmental Accounting Standards Board (GASB) Statement No. 75, 
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. 

 
Internal Control Over Financial Reporting 
 
As part of our financial statement audit, we considered the School District’s internal control over financial 
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the extent 
necessary to support our opinions on the financial statements, but not to the extent necessary to opine on 
the effectiveness of the School District’s internal control.  Accordingly, we have not opined on it.   
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, when performing their assigned functions, to prevent, or detect and timely correct 
misstatements.  A material weakness is a deficiency, or combination of internal control deficiencies resulting 
in a reasonable possibility that internal control will not prevent or detect and timely correct a material 
misstatement of the School District’s financial statements.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important 
enough to merit attention by those charged with governance.   
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all internal control deficiencies that might be material weaknesses 
or significant deficiencies.  Therefore, unidentified material weaknesses or significant deficiencies may 
exist. Given these limitations, we did not identify any deficiencies in internal control that we consider 
material weaknesses.  We did identify a certain deficiency in internal control, described in the accompanying 
Schedule of Findings that we consider a significant deficiency. We consider Finding 2018-001 to be a 
significant deficiency. 
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Compliance and Other Matters 
 

As part of reasonably assuring whether the School District’s financial statements are free of material 
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could directly and materially affect the determination of financial 
statement amounts.  However, opining on compliance with those provisions was not an objective of our 
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of 
noncompliance or other matters we must report under Government Auditing Standards.   
 
Purpose of this Report 

 
This report only describes the scope of our internal control and compliance testing and our testing results, 
and does not opine on the effectiveness of the School District’s internal control or on compliance.  This 
report is an integral part of an audit performed under Government Auditing Standards in considering the 
School District’s internal control and compliance.  Accordingly, this report is not suitable for any other 
purpose. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
Columbus, Ohio 
 
May 6, 2019 
 

JRHelle
Keith Faber
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53 Johnson Road, The Plains, Ohio 45780-1231 
Phone:  740-594-3300 or 800-441-1389 

www.ohioauditor.gov 

 
INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS 

APPLICABLE TO THE MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER 
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

 
 

East Guernsey Local School District 
Guernsey County 
P.O. Box 128 
Old Washington, Ohio 43768 
 
To the Board of Education: 

 
Report on Compliance for the Major Federal Program   

 
We have audited the East Guernsey Local School District’s, Guernsey County, Ohio (the School District),  
compliance with the applicable requirements described in the U.S. Office of Management and Budget 
(OMB) Compliance Supplement that could directly and materially affect the East Guernsey Local School 
District’s major federal program for the year ended June 30, 2018.  The Summary of Auditor’s Results in 
the accompanying Schedule of Findings identifies the School District’s major federal program.  
 
Management’s Responsibility 
 
The School District’s Management is responsible for complying with federal statutes, regulations, and the 
terms and conditions of its federal awards applicable to its federal programs.   
 
Auditor’s Responsibility 
 
Our responsibility is to opine on the School District’s compliance for the School’s major federal program 
based on our audit of the applicable compliance requirements referred to above.  Our compliance audit 
followed auditing standards generally accepted in the United States of America; the standards for financial 
audits included in the Comptroller General of the United States’ Government Auditing Standards; and the 
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).  These 
standards and the Uniform Guidance require us to plan and perform the audit to reasonably assure whether 
noncompliance with the applicable compliance requirements referred to above that could directly and 
materially affect a major federal program occurred.  An audit includes examining, on a test basis, evidence 
about the School District’s compliance with those requirements and performing such other procedures as 
we considered necessary in the circumstances.   
 
We believe our audit provides a reasonable basis for our compliance opinion on each of the School District’s 
major program. However, our audit does not provide a legal determination of the School District’s 
compliance. 
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Basis for Qualified Opinion on Special Education – Grants to States 
 
As described in Finding 2018-002 in the accompanying Schedule of Findings, the School District did not 
comply with requirements regarding Cash Management applicable to its CFDA #84.027 Special Education 
- Grants to States major federal program.  Compliance with this requirement is necessary, in our opinion, 
for the School District to comply with requirements applicable to this program. 
 
Qualified Opinion on Special Education – Grants to States 
 
In our opinion, except for the noncompliance described in the Basis for Qualified Opinion on Special 
Education - Grants to States paragraph, East Guernsey Local School District complied, in all material 
respects, with the requirements referred to above that could directly and materially affect its Special 
Education - Grants to States for the year ended June 30, 2018.    
 
Report on Internal Control over Compliance 
 
The School District’s management is responsible for establishing and maintaining effective internal control 
over compliance with the applicable compliance requirements referred to above.  In planning and 
performing our compliance audit, we considered the School District’s internal control over compliance with 
the applicable requirements that could directly and materially affect a major federal program, to determine 
our auditing procedures appropriate for opining on the major federal program’s compliance and to test and 
report on internal control over compliance in accordance with the Uniform Guidance, but not to the extent 
needed to opine on the effectiveness of internal control over compliance. Accordingly, we have not opined 
on the effectiveness of the School District’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, when performing their assigned functions, to 
prevent, or to timely detect and correct, noncompliance with a federal program’s applicable compliance 
requirement. A material weakness in internal control over compliance is a deficiency, or combination of 
deficiencies in internal control over compliance, such that there is a reasonable possibility that material 
noncompliance with a federal program’s compliance requirement will not be prevented, or timely detected 
or corrected. A significant deficiency in internal over compliance is a deficiency or a combination of 
deficiencies in internal control over compliance with a federal program’s applicable compliance requirement 
that is less severe than a material weakness in internal control over compliance, yet important enough to 
merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance 
that might be material weaknesses or significant deficiencies. Therefore, we cannot assure we have 
identified all deficiencies in internal control over compliance that might be material weaknesses or 
significant deficiencies.  However, we identified a certain deficiency in internal control over compliance that 
we consider to be a material weakness, described in the accompanying Schedule of Findings as item 2018-
002.  
 
The School District’s response to our internal control over compliance finding is described in the 
accompanying Corrective Action Plan.  We did not subject the School District’s response to the auditing 
procedures applied in the audit of compliance and, accordingly, we express no opinion on it.    
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This report only describes the scope of our tests of internal control over compliance and the results of this 
testing based on the Uniform Guidance requirements.  Accordingly, this report is not suitable for any other 
purpose.  
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio   
 
May 6, 2019 

JRHelle
Keith Faber
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EAST GUERNSEY LOCAL SCHOOL DISTRICT 
GUERNSEY COUNTY 

 
SCHEDULE OF FINDINGS 

2 CFR § 200.515 
JUNE 30, 2018 

 
 

1.  SUMMARY OF AUDITOR’S RESULTS 

 

(d)(1)(i) Type of Financial Statement Opinion Unmodified 

(d)(1)(ii) Were there any material weaknesses in 
internal control reported at the financial 
statement level (GAGAS)? 

No 

(d)(1)(ii) Were there any significant deficiencies in 
internal control reported at the financial 
statement level (GAGAS)? 

Yes 

(d)(1)(iii) Was there any reported material 
noncompliance at the financial statement 
level (GAGAS)? 

No 

(d)(1)(iv) Were there any material weaknesses in 
internal control reported for major federal 
programs? 

Yes 

(d)(1)(iv) Were there any significant deficiencies in 
internal control reported for major federal 
programs? 

No 

(d)(1)(v) Type of Major Programs’ Compliance Opinion 
 Unmodified except for Cash Management, which was qualified 

(d)(1)(vi) Are there any reportable findings under 2 CFR 
§ 200.516(a)? 

Yes 

(d)(1)(vii) Major Program (list): 

 Special Education - Grants to States – CFDA #84.027 

(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: > $ 750,000 
Type B: all others  

(d)(1)(ix) Low Risk Auditee under 2 CFR § 200.520? Yes 

 
 

2.  FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS 

 
FINDING NUMBER 2018-001 

 
Significant Deficiency 
 
In our audit engagement letter, as required by AU-C Section 210, Terms of Engagement, paragraph .06, 
management acknowledged its responsibility for the preparation and fair presentation of their financial 
statements; this responsibility includes designing, implementing and maintaining internal control relevant to 
preparing and fairly presenting financial statements free from material misstatement, whether due to fraud 
or error as discussed in AU-C Section 210 paragraphs .A14 & .A16. Governmental Accounting Standards 
Board (GASB) Cod. 1100 paragraph .101 states a governmental accounting system must make it possible 
both:  
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EAST GUERNSEY LOCAL SCHOOL DISTRICT 
GUERNSEY COUNTY 

 
SCHEDULE OF FINDINGS 

2 CFR § 200.515 
JUNE 30, 2018 

(Continued) 

2.  FINDINGS RELATED TO THE FINANCIAL STATEMENTS 
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS (Continued) 

 
FINDING NUMBER 2018-001 (Continued) 

 
Significant Deficiency (Continued) 
  
(a) to present fairly and with full disclosure the funds and activities of the governmental unit in conformity 
with generally accepted accounting principles, and (b) to determine and demonstrate compliance with 
finance-related legal and contractual provisions.  
 
The School District reported stop-loss reimbursements on the Proprietary Fund Statement of Revenue, 
Expenses, and Changes in Fund Net Position causing Other Revenues and Claims on the fund statement 
to be overstated in the amount of $503,743. The significant adjustment, to which management agrees, is 
reflected in the accompanying financial statements.  
 
The School District should review the GAAP complier’s adjustments at year-end. 
 
Officials’ Response: We did not receive a response from Officials to this finding.  
 
 

3.  FINDINGS FOR FEDERAL AWARDS 
 

Finding Number  2018-002 

CFDA Title and Number Special Education_Grants to States – CFDA #84.027 

Federal Award Identification Number / Year 2017/2018 

Federal Agency U.S. Department of Education 

Compliance Requirement Cash Management 

Pass-Through Entity Ohio Department of Education 

Repeat Finding from Prior Audit? No Finding Number 
(if repeat) 

N/A 

 
Noncompliance and Material Weakness – Cash Management 
 
2 CFR § 200.305(b)(1) states that non-Federal entities shall  be paid in advance, provided it maintains or 
demonstrates the willingness to maintain both written procedures that minimize the time elapsing between 
the transfer of funds and disbursement by the non-Federal entity, and financial management systems that 
meet the standards for fund control and accountability as established in this part. Advance payments to a 
non-Federal entity must be limited to the minimum amounts needed and be timed to be in accordance with 
the actual, immediate cash requirements of the non-Federal entity in carrying out the purpose of the 
approved program or project. The timing and amount of advance payments must be as close as is 
administratively feasible to the actual disbursements by the non-Federal entity for direct program or project 
costs and the proportionate share of any allowable indirect costs. The non-Federal entity must make timely 
payments to contractors in accordance with the contract provisions. 
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EAST GUERNSEY LOCAL SCHOOL DISTRICT 
GUERNSEY COUNTY 

 
SCHEDULE OF FINDINGS 

2 CFR § 200.515 
JUNE 30, 2018 

(Continued) 

3.  FINDINGS FOR FEDERAL AWARDS (Continued) 
 

Noncompliance and Material Weakness – Cash Management (Continued) 
 
Ohio Department of Education (ODE) guidance is for funds to be expended within five (5) business days of 
receipt.  Therefore, grantees should not draw down funds for encumbrances unless they will be paid within 
the designated timeframe.  If a grantee does not expend all funds within this timeframe, this should be 
evaluated on a case-by-case basis to determine the reason for noncompliance.   
 
For the Special Education Grant, 18% of drawdowns were not spent within the period of time for which cash 
was requested. PCR request #12 for 2017 and PCR request #4 for 2018 were not spent within the 5 day 
guideline established by ODE. 
 
It is incumbent upon the District to complete appropriate cash forecasting and determine the amount and 
timing of any requests. PCRs submitted for the subsequent month cannot be generated until the 25th of the 
current month. (i.e., the current month is April, a May’s request will not be generated by the grantee until 
4/25.) The School District Treasurer should review the process for requesting federal dollars to ensure the 
advance funds are used in the month in which they are received. 
 
Officials’ Response: See Corrective Action Plan.  
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East Guernsey Local Schools 
P. O. Box 128, Old Washington, Ohio 43768 

65591 Wintergreen Road, Lore City, Ohio 43755 
Phone:  740-489-5190                  Fax:  740-489-9813 

www.eguernsey.k12.oh.us 
 

Board of Education           
Denny Patterson, President                           Adam M. Pittis, Superintendent 
Karen Horvath, Vice-President                                                                Matthew S. Reed, Treasurer/CFO 
Kyle Cochran 
Dennis Doutt 
John Scurlock 

 
CORRECTIVE ACTION PLAN 

2 CFR § 200.511(c) 
JUNE 30, 2018 

 
 

 
Finding  
Number 

 
Planned Corrective 

Action  

 
Anticipated 
Completion 

Date 

 
Responsible 

Contact 
Person 

 
2018-001 

 
District will establish a procedure to ensure GAAP 
entries are reviewed.  

 
June 30, 

2019 

 
Matthew Reed, 
Treasurer  

 
2018-002 

 
District will establish a procedure to ensure federal 
funds are spent within the five day window from 
receipt.  

 
June 30, 

2019 

 
Matthew Reed, 
Treasurer 
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CLERK’S CERTIFICATION 
This is a true and correct copy of the report which is required to be filed in the Office of the 
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio. 

 
 
 
 
 
 

 
 

CLERK OF THE BUREAU 
 
CERTIFIED 
MAY 21, 2019 
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