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Where Relationships Count.

Independent Auditor’s Report

Board of Directors
Euclid Avenue Development Corporation

Report on the Financial Statements

We have audited the accompanying financial statements of Euclid Avenue Development Corporation
(a nonprofit corporation) (the “Corporation”), a component unit of Cleveland State University, which
comprise the statements of financial position as of June 30, 2018 and 2017, and the related statements of
activities and cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

25201 Chagrin Boulevard
Cleveland, Ohio 44122.5683
p. 216.831.7171

f. 216.831.3020
www.cp-advisors.com



Board of Directors
Euclid Avenue Development Corporation

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Euclid Avenue Development Corporation as of June 30, 2018 and 2017, and the changes in its net
assets and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 28,
2018 on our consideration of the Corporation’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion 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 Corporation’s internal control over financial reporting
and compliance.

Comme + Pamieinc | be .

Cleveland, Ohio
September 28, 2018



Euclid Avenue Development Corporation

Statements of Financial Position

June 30, 2018 and 2017

Assets

Current assets:
Cash and cash equivalents $
Cash held by the University
Total cash and cash equivalents

Student accounts receivable, net
Other receivables
Investments
Prepaid expenses
Total current assets

Property and equipment:
Land
Buildings
Building improvements
Furniture, fixtures, and equipment

Less: accumulated depreciation
Property and equipment, net

Other assets:
Restricted investments
Leases receivable
Total other assets

Total assets $

The accompanying notes are an integral part of these financial statements

3

2018 2017
2,343,623 § 1,651,768
114,045 649,772
2,457,668 2,301,540
24,579 22,924
284,855 269,717
14,991,080 13,578,614
34.460 66,568
17,792,642 16,239,363
128,000 128,000
70,632,179 70,632,179
1,310,947 982,494
3,214,465 3,185,545
75,285,591 74,928,218

(19.744.695) (17.649.919)

55,540,896 57,278,299
4,848,695 4,958,330
19,605,000 19,605,000
24,453,695 24,563,330
97,787,233 '$ __ 98,080,992




Euclid Avenue Development Corporation
Statements of Financial Position (continued)

June 30, 2018 and 2017

Liabilities and Net Assets

2018 2017
Current liabilities:
Current portion of bonds payable $ 1,660,000 $ 1,575,000
Accounts payable 411,540 361,419
Accrued interest 1,758,643 1,791,461
Accrued other 48,537 55,708
Deferred revenue 341,327 269,826
Security deposits 204,166 231,967
Total current liabilities 4424213 4,285,381
Noncurrent liabilities, net of current portion:
Deferred revenue 1,088,629 1,126,165
Bonds payable, net:
Bonds payable 82,755,000 84,415,000
Add: bond premium, net 7,707,226 8,083,332
Less: bond issuance costs, net (952.367) (998,010)
Bonds payable, net 89.,509.859 91,500,322
Total noncurrent liabilities, net of current portion 90,598.488 92,626,487
Total liabilities 95,022,701 96.911.868
Net assets:
Unrestricted 2.764.532 1.169.124
Total net assets 2,764,532 1,169,124
Total liabilities and net assets $ _ 97,787,233 $ _ 98,080,992

The accompanying notes are an integral part of these financial statements
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Euclid Avenue Development Corporation

Statements of Activities

For the years ended June 30, 2018 and 2017

Changes in unrestricted net assets:
Unrestricted revenues and gains:
Rental income:
Students
University
Other
Maintenance fees — University
Investment income, net
Other
Total revenues and gains

Expenses and losses:
Interest
Depreciation
Utilities
Contracted personnel
Management fees
Maintenance
General and administrative
Other operating
Marketing
Accounting
Reserve allowance
Insurance
Rent expense
Total expenses and losses

Change in unrestricted net assets

Net assets (deficit) — beginning of year

Net assets — end of year

The accompanying notes are an integral part of these financial statements

2018 2017
7,963,466 § 8,113,357
1,734,741 1,734,736
100,634 98,910
222,350 241,952
704,351 1,618,207
696,416 963,561
11,421,958 12,770,723
3,951,141 4,047,403
2,094,775 2,173,027
719,335 695,115
1,308,900 1,322,416
301,183 296,351
395,441 365,117
281,446 252,224
294,638 146,662
38,925 36,209
22,586 27,912
9,675 11,348
7,785 7,580
400,720 409,628
9,826,550 9.790,992
1,595,408 2,979,731
1,169,124 (1.810,607)
2,764,532 § 1,169,124




Euclid Avenue Development Corporation

Statements of Cash Flows

For the years ended June 30, 2018 and 2017

2018 2017
Cash flows from operating activities:
Change in net assets $ 1,595,408 $ 2,979,731
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
Depreciation 2,094,775 2,173,027
Amortization of debt issuance costs and bond premiums (330,463) (307,465)
Net realized and unrealized gain on investments (527,227) (1,300,350)
(Increase) decrease in assets:
Student accounts receivable (1,655) (4,525)
Other receivables (15,138) 111,217
Prepaid expenses 32,108 (55,582)
Increase (decrease) in liabilities:
Accounts payable 50,121 86,909
Accrued interest (32,818) (31,249)
Accrued other (7,171) 3,345
Deferred revenue 33,965 (253,594)
Security deposits (27,801) 43,652
Rent payable to the University - (2,225.000)
Net cash provided by operating activities 2,864,104 1,220,116
Cash flows from investing activities:
Purchases of property and equipment (357,372) (148,830)
Net sales (purchases) of restricted investments 109,635 (126,455)
Purchases of investments (5,398,378) (3,837,890)
Proceeds from sale of investments 4,513.139 5,299,578
Net cash (used) provided by investing activities (1,132,976) 1,186,403
Cash flows from financing activities:
Principal payments on bonds payable (1,575.000) (1,500,000)
Net cash used by financing activities (1,575.000) (1,500,000)
Change in cash and cash equivalents 156,128 906,519
Cash and cash equivalents — beginning of year 2,301,540 1,395,021
Cash and cash equivalents — end of year $ 2,457,668 $ 2,301,540
Supplemental disclosures of cash flow information:
Cash paid during the year for interest $ 4,260,125 $ 4,386,117

The accompanying notes are an integral part of these financial statements
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Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 1: Summary of Significant Accounting Policies

Organization

Euclid Avenue Development Corporation (the “Corporation”) was organized primarily to further the
educational mission of Cleveland State University (the “University”) by developing and owning housing and
parking facilities for the students, faculty, and staff of the University.

On March 1, 2005, the Corporation leased the Fenn Tower Building, located on the University’s campus,
from the University. On March 1, 2005, the Corporation entered into a development agreement with
American Campus Communities (ACC) to plan, design, and construct housing units in Fenn Tower. In
addition, the Corporation entered into a management agreement with ACC to manage Fenn Tower once
construction was completed. Fenn Tower was completed in August 2006 and can house approximately 430
residents.

On June 1, 2008, the Corporation leased land, owned by the University and located on its campus. On
August 22, 2008, the Corporation entered into a design-build agreement to construct a 623-car parking
garage on the site. On July 1, 2008, the Corporation entered into a lease agreement with the University to
operate the garage. Construction of the garage was completed in August 2009.

On March 9, 2009, the Corporation leased land, owned by the University and located on its campus. On
August 24, 2009, the Corporation entered into a development agreement with ACC to design, construct, and
furnish housing units referred to as “Euclid Commons.” In addition, the Corporation entered into a
management agreement with ACC to manage Euclid Commons once construction was completed. Euclid
Commons was completed in September 2011 and can house approximately 600 residents. Part of the project
included constructing a 292-car attached parking garage. On December 18, 2009, the Corporation entered
into a lease agreement with the University to operate the garage.

On April 1, 2016, the Corporation purchased a home for the use of the University’s President. The home is
referred to as the “President’s Residence.” The Corporation entered into a lease agreement with the

University for use of the home.

Basis of Presentation

The Corporation follows authoritative guidance issued by the Financial Accounting Standards Board (FASB)
which established the FASB Accounting Standards Codification (ASC) as the single source of authoritative
accounting principles generally accepted in the United States of America.

The financial statements have been prepared on the accrual basis of accounting.



Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 1: Summary of Significant Accounting Policies (continued)

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Corporation considers all highly liquid investments
available for current use with an initial maturity of three months or less to be cash equivalents (excluding
cash equivalents held in investment brokerage accounts).

At various times during the years ended June 30, 2018 and 2017, the Corporation’s cash bank balances
exceeded the federally insured limits.

Student Accounts Receivable

Student accounts receivable are uncollateralized obligations due from the University’s students for housing
related charges. Accounts receivable are stated at the amount billed to the resident. Student account
balances are considered delinquent when scheduled payments are missed.

At June 30, 2018 and 2017, the Corporation has recorded $17,000 and $12,000, respectively, as an allowance
for potential uncollectible student accounts receivable. Management estimates an allowance for uncollectible
accounts based upon a review of delinquent accounts and an assessment of the Corporation’s historical
collections experience.

Bond Issuance Costs, Net

Bond issuance costs, net, were incurred to obtain financing and are being amortized using the straight-line
method over the terms of the related bonds issued.



Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 1: Summary of Significant Accounting Policies (continued)

Property and Equipment

Property and equipment is valued at cost when purchased or, if received through a donation, the fair value at
the date of donation. Depreciation is computed using the straight-line method based on the estimated useful
lives of the related assets ranging from 3 to 40 years. Maintenance and repairs are expensed as incurred.
Additions and major improvements are capitalized. Depreciation expense totaled $2,094,775 and $2,173,027
for the years ended June 30, 2018 and 2017, respectively.

The Corporation capitalizes the net interest income or expense incurred during the construction of property.
The amount capitalized is determined based upon the interest related to bonds payable and bond proceeds
from specific construction projects. During the years ended June 30, 2018 and 2017, there was no interest
income or expense capitalized.

Security Deposits

Security deposits represent housing deposits made by residents of the Corporation’s facilities and are shown
as a liability in the accompanying statements of financial position.

Deferred Revenue

Deferred revenue represents the unearned portion of rental revenue related to a sublease of property (Note 7)
and housing for the summer session.

Management Fees

The Corporation has management agreements with ACC for Fenn Tower and Euclid Commons whereby
ACC is paid a base compensation fee, as adjusted for inflation, and an incentive fee as a function of gross
revenue. The agreements expire on July 31, 2020 and may be extended upon approval by both parties.

Interest Expense

Interest expense includes interest incurred on the Corporation’s bonds payable. The bonds were issued at a
premium and issuance costs were incurred in relation to the issuance (Note 5). Interest expense is shown net
of the annual amortization of the premium and issuance costs. The premium and the issuance costs are being
amortized on a straight-line basis over the term of the underlying bonds payable.

Income Taxes

The Corporation is a not-for-profit corporation as described in Section 501(c)(3) of the Internal Revenue
Code and is exempt from federal income taxes on related income pursuant to Section 501(a) of the Code.



Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 1: Summary of Significant Accounting Policies (continued)

Income Taxes (continued)

Uncertain income tax positions are evaluated at least annually by management. The Corporation classifies
interest and penalties related to income tax matters as general and administrative expense in the
accompanying financial statements. As of June 30, 2018 and 2017, the Corporation has identified no
uncertain income tax positions and has incurred no amounts for income tax penalties and interest for the
years then ended.

The Corporation files its Federal Form 990 in the U.S. federal jurisdiction and a state registration in the
office of the state’s attorney general for the State of Ohio.

Subsequent Events

In preparing these financial statements, the Corporation has evaluated events and transactions for potential
recognition or disclosure through September 28, 2018, the date the financial statements were made widely
available.

Recent Accounting Pronouncements

The FASB issued Accounting Standards Update (ASU) 2016-14, Not-for-Profit Entities and Health Care
Entities — Presentation of Financial Statements of Not-for-Profit Entities. This ASU changes the reporting
requirements for nonprofit organizations and their required disclosures. The changes include: (a) requiring
the presentation of only two classes of net assets, entitled “net assets without donor restrictions” and “net
assets with donor restrictions,” (b) modifying the presentation and disclosures of underwater endowment
funds, (c) requiring the use of the placed in service approach to recognize the releases from restriction for
gifts utilized to acquire or construct long-lived assets, (d) requiring that all nonprofits present an analysis of
expenses by function and nature in either the statement of activities, a separate statement, or in the notes to
the financial statements and to summarize the allocation methodologies utilized to allocate the costs,
(e) requiring the disclosure of quantitative and qualitative information regarding liquidity, and (g) modifying
other financial statement reporting requirements and disclosures to enhance the usefulness of nonprofit
financial statements. This ASU is effective for fiscal years beginning after December 15, 2017, with early
adoption permitted. Management is currently evaluating the impact of this ASU on its financial statements.
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Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 1: Summary of Significant Accounting Policies (continued)

Recent Accounting Pronouncements (continued)

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers, which is a
comprehensive new revenue recognition standard that will supersede existing revenue recognition guidance.
The core principle of the guidance is that an entity should recognize revenue to depict the transfer of
promised goods or services to customers in an amount that reflects consideration to which the entity expects
to be entitled in exchange for those goods or services. FASB issued ASU 2015-14 that deferred the effective
date of adoption for a public business entity or a not-for-profit entity that has issued, or is a conduit bond
obligor for, certain securities until annual periods beginning after December 15, 2017. Earlier adoption is
permitted subject to certain limitations. The amendments in this update are required to be applied
retrospectively to each prior reporting period presented or with the cumulative effect being recognized at the
date of initial application. Management is currently evaluating the impact of this ASU on its financial
statements.

In February 2016, the FASB issued ASU 2016-02, Leases. The objective of this ASU is to recognize lease
assets and lease liabilities by lessees for those leases classified as operating leases under previous generally
accepted accounting principles (GAAP). This ASU is effective for a public business entity or a not-for-profit
entity that has issued, or is a conduit bond obligor for, certain securities for annual periods beginning after
December 15, 2018, and interim periods within those fiscal years. Early adoption of this ASU is permitted.
Management is currently evaluating the impact of this ASU on its financial statements.

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash,
which clarifies the presentation of restricted cash as included in the cash balances in the statement of cash
flows. This ASU is effective for a public business entity or a not-for-profit entity that has issued, or is a
conduit bond obligor for certain securities for annual periods beginning after December 15, 2017, and interim
periods within those annual periods. Early adoption of this ASU is permitted. Management anticipates this
ASU will not have a material impact on its financial statements.

11



Euclid Avenue Development Corporation
Notes to Financial Statements

June 30, 2018 and 2017

Note 2: Restricted Investments

Investments are carried at fair value. At June 30, 2018 and 2017, the Corporation had the following
investments classified as restricted investments:

2018 2017

Commercial paper $ 4,848,695 § 4,958,330

The restricted investments are maintained in separate trust accounts as defined by the bond indenture. The
restricted investments will be utilized for the Fenn Tower, parking garages, and Euclid Commons projects.
Due to the volume and quick turnover of the investments underlying the restricted investments, the purchases
and sales of such investments are displayed net in the statements of cash flows.

Note 3: Investments

Investments are reported at fair value with any realized and unrealized gains and losses reported in the
statements of activities. Investment income is recognized in the period it is earned, and gains and losses are
recognized as changes in net assets in the accounting period in which they occur. At June 30, 2018 and
2017, investments consisted of the following:

2018 2017
Money market funds $ 51,310 $ 684,941
Stocks and exchange traded funds 4,958,733 4,489,905
Mutual funds 9,981,037 8,403,768
Total $_ 14,991,080 $ _ 13,578,614

12



Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 4: Fair Value Measurements

In accordance with the “Fair Value Measurements” topic of the FASB ASC, the Corporation uses a three-
level fair value hierarchy that categorizes assets and liabilities measured at fair value based on the
observability of the inputs utilized in the valuation. This hierarchy prioritizes the inputs into three broad
levels as follows: Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities; Level 2 inputs are quoted prices for similar assets and liabilities in active markets or inputs that are
observable for the asset or liability, either directly or indirectly; and Level 3 inputs are unobservable inputs in
which little or no market data exists, therefore, requiring an entity to develop its own valuation assumptions.

Financial assets measured at fair value consisted of the following at June 30, 2018:

Level 1 Level 2 Level 3 Total

Money market funds $ 51,310  $ - $ - $ 51,310

Commercial paper 4,848,695 - - 4,848,695

Stocks and exchange traded funds 4,958,733 - - 4,958,733
Mutual funds:

Domestic — equities 1,792,062 - - 1,792,062

Domestic — fixed-income 4,095,751 - - 4,095,751

International — equities 3,742,903 - - 3,742,903

International — fixed-income 350,321 - - 350,321

$ 19,839,775 $ - $ - $ 19,839,775

Financial assets measured at fair value consisted of the following at June 30, 2017:

Level 1 Level 2 Level 3 Total

Money market funds $ 684,941  $ - $ - $ 684,941

Commercial paper 4,958,330 - - 4,958,330

Stocks and exchange traded funds 4,489,905 - - 4,489,905
Mutual funds:

Domestic — equities 1,674,339 - - 1,674,339

Domestic — fixed-income 3,072,986 - - 3,072,986

International — equities 3,299,097 - - 3,299,097

International — fixed-income 357,346 - - 357,346

$ 18,536,944 $ - $ - $ 18,536,944

The Corporation’s money market funds are valued at cost, which approximates fair value. The Corporation’s
commercial paper is valued at face value, which approximates fair value. The Corporation’s mutual funds,
stocks, and exchange traded funds are valued at the daily closing price reported by the fund.

13



Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 5: Bonds Payable, Net

On March 17, 2005, the Corporation issued $34,385,000 of Cleveland-Cuyahoga County Port Authority
Bonds (“Series 2005 Bonds™). The proceeds were used to finance the construction and furnishing of housing
units in Fenn Tower. The Series 2005 Bonds were serial bonds maturing between 2008 and 2036. The
Series 2005 Bonds were subject to a fixed charges coverage ratio. As discussed below, these bonds were
defeased in fiscal 2015 and were redeemed on August 1, 2015.

On July 25, 2008, the Corporation issued $14,500,000 of Cleveland-Cuyahoga County Port Authority
Revenue Bonds (“Series 2008 Bonds™). The proceeds were used to finance the construction of a parking
garage. The Series 2008 Bonds were demand bonds maturing at various dates through 2039. The bonds
were secured by the assignment of rents due from the University. During fiscal 2015, these bonds were
redeemed as below discussed.

On December 18, 2009, the Corporation issued a total of $59,005,000 of Cuyahoga County Revenue Bonds
(“Series 2009 Bonds”), consisting of $51,935,000 of Cuyahoga County Housing Revenue Bonds, Series
2009A and $7,070,000 of Cuyahoga County Economic Development Revenue Bonds, Series 2009B. The
proceeds were used to finance the construction of Euclid Commons, which includes an attached parking
garage. The Series 2009 Bonds were demand bonds maturing at various dates through 2039. The bonds
were secured by the assignment of rents due from the University. During fiscal 2015, these bonds were
redeemed as below discussed.

The Series 2009 Bonds were issued pursuant to a Trust Indenture dated December 1, 2009, between
Cuyahoga County and the Trustee. Under the terms of the Reimbursement Agreement dated December 1,
2009, the Corporation entered into a three-year Irrevocable Direct Pay Letter of Credit Agreement in the
amount of $59,554,636 with the Trustee, with a stated expiration date of December 17, 2012. The Letter of
Credit Agreement was renewed, effective December 17, 2012, with an amended expiration date of
December 17, 2015 and terminated December 24, 2014 with the redemption of the underlying bonds.
Through the termination date, the letter of credit fee was computed at the rate of .85% per annum, of the
average daily letter of credit amount, payable quarterly.

On December 9, 2014, the Cleveland-Cuyahoga County Port Authority (“Port Authority”) issued
$88,945,000 of Cleveland-Cuyahoga County Port Authority Development Revenue Bonds (“Series 2014
Bonds”). The Port Authority entered into a loan agreement with the Corporation to loan the bond proceeds
to the Corporation. The proceeds were used by the Corporation to refund the Series 2005 Bonds, the Series
2008 Bonds, and the Series 2009 Bonds and to pay certain costs of issuance of the Series 2014 Bonds. A
portion of the Series 2014 Bonds ($4,530,000) matured as of June 30, 2018. The remaining Series 2014
Bonds mature at various dates from August 1, 2018 through August 1, 2044 with a fixed rate of interest of
5%. The bonds are secured by the assignment of all revenues from the Corporation. In issuing the bonds,
the Corporation recorded debt issuance costs with an original cost of $1,116,704 and accumulated
amortization of $164,337 and $118,694 at June 30, 2018 and 2017, respectively.

The Series 2014 Bonds were issued pursuant to a Trust Indenture dated December 1, 2014, between the
Cleveland-Cuyahoga County Port Authority and the Trustee.
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Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 5: Bonds Payable, Net (continued)

The Series 2014 Bonds were issued at a premium of $9,047,628 which will be amortized over the terms of
the underlying bonds. Future amortization of the premium is expected to be $376,105 a year for each of the
next five years.

Bonds payable, net, as of June 30, 2018 and 2017 is as follows:

2018 2017
Bonds payable § 84,415,000 § 85,990,000
Bonds premium 9,047,628 9,047,628
Bonds premium accumulated amortization (1,340,402) (964,296)
Bond issuance cost (1,116,704) (1,116,704)
Bond issuance cost accumulated amortization 164,337 118,694
Bonds payable net of unamortized premium and issuance costs $_ 91,169,859 $ _ 93,075,322

The aggregate amounts of maturities on bonds payable, net, as of June 30, 2018 are as follows:

Loan Premium Issuance cost  Total change in
Year principal amortization amortization loans payable
2019 $ 1,660,000 $ 376,105 $ (45,641) $ 1,990,464
2020 1,745,000 376,105 (45,641) 2,075,464
2021 1,830,000 376,105 (45,641) 2,160,464
2022 1,925,000 376,105 (45,641) 2,255,464
2023 2,025,000 376,105 (45,641) 2,355,464
Thereafter 75,230,000 5,826,701 (724,162) 80,332,539

§_ 84,415,000 § 7,707,226 $ (952,367) § _ 91,169,859

Note 6: Leases

On March 1, 2005, the Corporation entered into a 31-year lease with the University for the Fenn Tower
Building. Annual rent was equal to the net available cash flows from the Fenn Tower project. In fiscal year
2017, an amendment was made to the agreement whereby the University could reduce or waive rents due
from the Corporation regardless of whether the Corporation had net available cash flows from the project.
Rent expense under this lease was $60,000 for each of the years ended June 30, 2018 and 2017. Rent
payable under this lease was $-0- at both June 30, 2018 and 2017. The University has a subordinate position
on the assignment of rents and other assets from Fenn Tower.
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Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 6: Leases (continued)

On July 1, 2008, the Corporation entered into a 40-year lease with the University for the leasehold interest in
the land upon which the parking garage was constructed. There is no rent payment due until July 1, 2039, at
which time the rent payment will be $1,000 per year through June 30, 2048.

On July 1, 2008, the Corporation entered into a 30-year lease with the University for the East 21 Street
parking garage facility. Under the terms of the lease, the University has been granted sole and exclusive
charge of the operations of the parking garage facility during the lease term in exchange for making monthly
rental payments in the amount equal to the required debt service payments on the Series 2014 Bonds that
refunded the Series 2008 Bonds, plus any other amount due to the Trustee under the Reimbursement
Agreement. Upon termination of the lease, the Corporation will transfer title of the parking facility to the
University. As such, the Corporation has recorded a lease receivable in the amount of $13,235,000 as of
June 30, 2018 and 2017, which represents the amount outstanding on the Series 2014 Bonds (attributable to
the parking garage facility) that refunded the Series 2008 Bonds as of June 30, 2018 and 2017. Interest
income is recognized based on the interest expense incurred on the Series 2014 Bonds that refunded the
Series 2008 Bonds.

On March 9, 2009, the Corporation entered into a 50-year lease with the University for the leasehold interest
in the land upon which the Euclid Commons building was constructed. Annual rent was equal to the net
available cash flows from the Euclid Commons project. In fiscal year 2017, an amendment was made to the
agreement whereby the University could reduce or waive rents due from the Corporation regardless of
whether the Corporation had net available cash flows from the project. Rent expense under this lease was
$340,000 for each of the years ended June 30, 2018 and 2017. Rent payable under this lease was $-0- at both
June 30, 2018 and 2017. The University has a subordinate position on the assignment of rents and other
assets from Euclid Commons.

On July 1, 2011, the Corporation entered into a 30-year lease with the University for the parking garage
facility attached to the Euclid Commons residence halls. Under the terms of the lease, the University has
been granted sole and exclusive charge of the operations of the parking garage facility during the lease term
in exchange for making monthly rental payments in the amount equal to the required debt service payments
on the related bonds, plus any other amounts due to the Trustee under the Reimbursement Agreement. Upon
termination of the lease, the Corporation will transfer title of the parking facility to the University. As such,
the Corporation recorded a lease receivable in the amount of $6,370,000 as of June 30, 2018 and 2017, which
represents the amount outstanding on the Series 2014 Bonds (attributable to the parking garage facility) that
refunded the Series 2009B Bonds as of June 30, 2018 and 2017. Interest income is recognized based on the
interest expense incurred on the Series 2014 Series Bonds that refunded the Series 2009B Bonds.
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Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 6: Leases (continued)

On April 1, 2016, the Corporation entered into a 15-month lease with the University for the President’s
residence. Annual rent is $56,460. The rent was arrived at in part to cover the estimated rate of return on the
fixed-income assets used to fund the purchase of the President’s residence plus 75 basis points (4.55% at
June 30, 2018 and 2017). As a result, the lease allows the Corporation to adjust the rent once each biennium
in Ohio, beginning July 1, 2019, to reflect the estimated rate of return, as defined. The lease includes the
option to renew the lease up to nine times, for a two-year period each renewal, at the option of the tenant.
The carrying value of this residence is $763,200 which represents $800,000 of cost and $36,800 of
accumulated depreciation.

Note 7: Subleases

The Corporation subleases conference facilities within Fenn Tower and Euclid Commons to the University
totaling approximately 30,000 square feet. Monthly payments related to Fenn Tower are $39,158 through
July 2036, and to Euclid Commons are $23,715 through August 2042.

In July 2009, the Corporation entered into a 39-year lease with the Greater Cleveland Regional Transit
Authority for a leasehold interest in land. Under the terms of the lease, the Corporation received a one-time
rental payment of $1,464,000. The Corporation is recognizing rental income over the 39-year life of the
lease or $37,538 per year.

Future minimum payments to be received for non-cancelable subleases are as follows for the years ending
June 30:

2019 $ 754,476
2020 754,476
2021 754,476
2022 754,476
2023 754,476
Thereafter 11,602,256

§_ 15,374,636
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Euclid Avenue Development Corporation

Notes to Financial Statements

June 30, 2018 and 2017

Note 8: Related-Party Transactions
Related party transactions, other than those disclosed in Note 7, are as follows:

Cash held by the University totaled $114,045 and $649,772 at June 30, 2018 and 2017, respectively, and
represents amounts collected on behalf of the Corporation that have not been remitted to the Corporation.

At June 30, 2018 and 2017, included in accounts payable for utilities expenses due to the University was
$173,532 and $150,321, respectively.

The Corporation generated revenues from the University of $1,957,091 and $1,976,688 for rental and
maintenance fees related to space occupied by the University during the years ended June 30, 2018 and 2017,
respectively.

Note 9: Functional Expenses

The following is a detail of expenses by functional category for the years ended June 30:

2018 2017
Program services $ 9,473,918 $ 9,463,299
Management and general 352,632 327,693

$ 9,826,550 § 9.790,992
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Where Relationships Count.

Independent Auditor’s Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Board of Directors
Euclid Avenue Development Corporation

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of Euclid Avenue Development
Corporation (a nonprofit corporation) (the “Corporation”), which comprise the statement of financial position
as of June 30, 2018, and the related statements of activities, and cash flows for the year then ended, and the
related notes to the financial statements, and have issued our report thereon dated September 28, 2018.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Corporation’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Corporation’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Corporation’s internal control.

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

Our consideration of the internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

25201 Chagrin Boulevard

Cleveland, Ohio 44122.5683

p. 216.831.7171

f. 216.831.3020
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Board of Directors
Euclid Avenue Development Corporation

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Corporation’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with

Government Auditing Standards in considering the Corporation’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Comme + Pamieinc | be .

Cleveland, Ohio
September 28, 2018
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Dave Yost - Auditor of State

EUCLID AVENUE DEVELOPMENT CORPORATION
CUYAHOGA COUNTY
CLERK’S CERTIFICATION

This is atrue 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.

isan Lubbitt

CLERK OF THE BUREAU

CERTIFIED
NOVEMBER 8, 2018

88 East Broad Street, Fourth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490
www.ohioauditor.gov
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