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INDEPENDENT AUDITOR’S REPORT 
 
 
Educational Service Center of Northeast Ohio 
Cuyahoga County 
6393 Oak Tree Boulevard 
Independence, Ohio 44131 
 
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 Educational Service Center of Northeast Ohio, 
Cuyahoga County, Ohio (the Service Center), as of and for the year ended June 30, 2018, and the 
related notes to the financial statements, which collectively comprise the Service Center’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 Service Center’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 Service Center'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.   
 
 

http://www.ohioauditor.gov/


Educational Service Center of Northeast Ohio 
Cuyahoga County 
Independent Auditor’s Report 
Page 2 
 
 

2 
 

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 Educational Service Center of Northeast Ohio, Cuyahoga County, Ohio, as of 
June 30, 2018, and the respective changes in financial position and, where applicable, cash flows 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 3 to the financial statements, during 2018, the Service Center 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 postemployment 
benefit liabilities and pension and other postemployment 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 Service Center’s basic financial statements taken as a whole.   
 
The Schedules of Revenue, Expenditures and Changes in Fund Balance – Budget (Non-GAAP Basis) 
and Actual present additional analysis and are not a required part of the basic financial statements.   
 
The Schedule of Expenditures of Federal Awards 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 schedules are management’s responsibility, and derive from and relate 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 February 15, 
2019, on our consideration of the Service Center’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 Service Center’s internal control over financial reporting and 
compliance.  
 
 
 
 
 
 
   
Keith Faber 
Auditor of State 
 
Columbus, Ohio  
 
February 15, 2019 
 

rakelly
Keith Faber
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Governmental
Activities

Assets
Equity in Pooled Cash and Cash Equivalents $18,978,693
Accrued Interest Receivable 5,622
Accounts Receivable 324,189
Intergovernmental Receivable 7,882,301
Prepaid Items 280,546
Nondepreciable Capital Assets 549,004
Depreciable Capital Assets, Net 10,535,433

Total Assets 38,555,788

Deferred Outflows of Resources
Pension 43,669,280
OPEB 979,476

Total Deferred Outflows of Resources 44,648,756

Liabilities
Accounts Payable 417,593
Accrued Wages and Benefits 4,368,726
Intergovernmental Payable 922,952
Accrued Interest Payable 3,711
Claims Payable 425,000
Long-Term Liabilities:
  Due Within One Year 1,281,676
  Due In More Than One Year:
    Net Pension Liability (See Note 18) 113,542,021
    Net OPEB Liability (See Note 19) 28,854,418
    Other Amounts Due in More Than One Year 1,682,053

Total Liabilities 151,498,150

Deferred Inflows of Resources
Pension 3,325,779
OPEB 3,378,549

Total Deferred Inflows of Resources 6,704,328

Net Position
Net Investment in Capital Assets 9,414,616
Restricted for:
   Capital Outlay 299
   Unclaimed Monies 112,435
   Other Purposes 1,322,700
Unrestricted (Deficit) (85,847,984)

Total Net Position ($74,997,934)

See accompanying notes to the basic financial statements

Educational Service Center of Northeast Ohio
Statement of Net Position

June 30, 2018

- 15 -



(Expense) and
Changes in

Charges for Operating Grants Governmental
Expenses Services and Sales and Contributions Activities

Governmental Activities
Instruction:
  Regular $10,654,775 $10,382,499 $173,154 ($99,122)
  Special 15,096,292 42,103,502 1,033,587 28,040,797
  Vocational 192,344 547,526 0 355,182
  Other 55,162 0 0 (55,162)
Support Services:
  Pupil 1,413,236 9,205,404 1,606,584 9,398,752
  Instructional Staff 3,160,391 4,056,365 3,124,948 4,020,922
  Board of Education 36,406 0 0 (36,406)
  Administration 12,711,334 0 0 (12,711,334)
  Fiscal 1,957,842 0 0 (1,957,842)
  Business 63,075 0 0 (63,075)
  Operation and Maintenance of Plant 1,590,503 1,432,522 120,868 (37,113)
  Pupil Transportation 44,984 46,160 0 1,176
  Central 823,628 734,955 108,768 20,095
Operation of Non-Instructional Services 3,973,414 52,900 5,468,902 1,548,388
Extracurricular Activities 269,895 258,993 0 (10,902)
Interest and Fiscal Charges 47,823 0 0 (47,823)

Totals $52,091,104 $68,820,826 $11,636,811 28,366,533

General Revenues
Grants and Entitlements not Restricted to Specific Programs 7,033,950
Investment Earnings 86,841
Unrestricted Contributions and Donations 1,527
Miscellaneous 1,393,101

Total General Revenues 8,515,419

Change in Net Position 36,881,952

Net Position Beginning of Year - Restated (See Note 3) (111,879,886)

Net Position End of Year ($74,997,934)

See accompanying notes to the basic financial statements

Educational Service Center of Northeast Ohio
Statement of Activities

For the Fiscal Year Ended June 30, 2018

Net Revenue

Program Revenues Net Position

- 16 -



Miscellaneous Other Total
Local Federal Governmental Governmental

General Grants Title VI-B Grants Funds Funds
Assets
Equity in Pooled Cash and
  Cash Equivalents $11,755,080 $0 $533,684 $110,149 $421,532 $12,820,445
Receivables:
  Accrued Interest 5,622 0 0 0 0 5,622
  Accounts 324,189 0 0 0 0 324,189
  Intergovernmental 5,341,179 566,290 429,394 738,982 806,456 7,882,301
Interfund Receivable 1,606,471 0 0 0 0 1,606,471
Prepaid Items 280,546 0 0 0 0 280,546
Restricted Assets:
  Equity in Pooled Cash and
    Cash Equivalents 112,435 0 0 0 0 112,435

Total Assets $19,425,522 $566,290 $963,078 $849,131 $1,227,988 $23,032,009

Liabilities, Deferred Inflows of Resources
  and Fund Balances
Liabilities
Accounts Payable $342,989 $47,985 $13,405 $5,836 $7,144 $417,359
Accrued Wages and Benefits 3,946,256 21,617 272,962 16,704 111,187 4,368,726
Intergovernmental Payable 791,946 2,536 26,796 51,436 50,238 922,952
Interfund Payable 0 11,471 640,000 465,000 490,000 1,606,471

Total Liabilities 5,081,191 83,609 953,163 538,976 658,569 7,315,508

Deferred Inflows of Resources 292,908 154,080 75,283 266,053 346,362 1,134,686

Fund Balances
Nonspendable 392,981 0 0 0 0 392,981
Restricted 0 328,601 0 44,102 228,867 601,570
Assigned 7,587,452 0 0 0 0 7,587,452
Unassigned (Deficit) 6,070,990 0 (65,368) 0 (5,810) 5,999,812

Total Fund Balances (Deficit) 14,051,423 328,601 (65,368) 44,102 223,057 14,581,815

Total Liabilities, Deferred Inflows 
    of Resources and Fund Balances $19,425,522 $566,290 $963,078 $849,131 $1,227,988 $23,032,009

See accompanying notes to the basic financial statements

Educational Service Center of Northeast Ohio
Balance Sheet

Governmental Funds
June 30, 2018

- 17 -



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
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Miscellaneous Other Total
Local Federal Governmental Governmental

General Grants Title VI-B Grants Funds Funds
Revenues
Intergovernmental $7,405,900 $1,793,173 $2,854,431 $2,631,631 $2,399,940 $17,085,075
Interest 86,841 0 0 0 0 86,841
Tuition and Fees 32,789,803 0 0 0 0 32,789,803
Rentals 1,133,086 0 0 0 0 1,133,086
Charges for Services 35,364,746 84,069 0 0 0 35,448,815
Contributions and Donations 1,527 2,014,382 0 0 0 2,015,909
Miscellaneous 1,054,488 0 0 0 338,613 1,393,101

Total Revenues 77,836,391 3,891,624 2,854,431 2,631,631 2,738,553 89,952,630

Expenditures
Current:
  Instruction:
    Regular 10,988,121 5,060 0 0 185,160 11,178,341
    Special 33,424,345 0 495,455 0 127,649 34,047,449
    Vocational 557,161 0 0 0 0 557,161
    Student Intervention Services 56,000 0 0 0 0 56,000
  Support Services:
    Pupil 9,212,986 19,795 22,429 703,054 728,792 10,687,056
    Instructional Staff 4,290,970 334,558 1,585,940 26,238 939,867 7,177,573
    Board of Education 36,949 0 0 0 0 36,949
    Administration 13,657,348 815,085 474,222 0 138,279 15,084,934
    Fiscal 1,661,016 280,467 67,491 22,845 49,447 2,081,266
    Business 69,349 0 0 0 0 69,349
    Operation and Maintenance of Plant 1,516,442 0 117,748 0 0 1,634,190
    Pupil Transportation 48,864 0 0 0 0 48,864
    Central 766,250 1,932 0 0 101,020 869,202
  Operation of Non-Instructional Services 2,406 2,357,150 231,637 1,812,145 0 4,403,338
  Extracurricular Activities 297,997 0 0 0 0 297,997
Debt Service:
  Principal Retirement 33,186 0 15,198 0 290,000 338,384
  Interest and Fiscal Charges 3,394 0 1,554 0 48,613 53,561

Total Expenditures 76,622,784 3,814,047 3,011,674 2,564,282 2,608,827 88,621,614

Net Change in Fund Balances 1,213,607 77,577 (157,243) 67,349 129,726 1,331,016

Fund Balances (Deficit) Beginning of Year 12,837,816 251,024 91,875 (23,247) 93,331 13,250,799

Fund Balances (Deficit) End of Year $14,051,423 $328,601 ($65,368) $44,102 $223,057 $14,581,815

See accompanying notes to the basic financial statements

Educational Service Center of Northeast Ohio
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Fiscal Year Ended June 30, 2018
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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
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Assets
Current Assets
Equity in Pooled Cash and Cash Equivalents $6,045,813

Liabilities
Current Liabilities
Accounts Payable 234
Claims Payable 425,000

Total Liabilities 425,234

Net Position
Unrestricted $5,620,579

See accompanying notes to the basic financial statements

Educational Service Center of Northeast Ohio
Statement of Fund Net Position

Internal Service Fund
June 30, 2018

- 21 -



Operating Revenues
Charges for Services $10,623,562

Operating Expenses
Purchased Services 2,941,485
Claims 6,891,162

Total Operating Expenses 9,832,647

Change in Net Position 790,915

Net Position Beginning of Year 4,829,664

Net Position End of Year $5,620,579

See accompanying notes to the basic financial statements

Educational Service Center of Northeast Ohio
Statement of Revenues,

Expenses and Changes in Fund Net Position
Internal Service Fund

For the Fiscal Year Ended June 30, 2018

- 22 -



Increase (Decrease) in Cash and Cash Equivalents

Cash Flows from Operating Activities
Cash Received from Interfund Services Provided $10,623,562
Cash Payments for Claims (6,983,162)
Cash Payments for Services (2,941,251)

Net Increase in Cash and Cash Equivalents 699,149

Cash and Cash Equivalents Beginning of Year 5,346,664

Cash and Cash Equivalents End of Year $6,045,813

Reconciliation of Operating Income to
 Net Cash Provided by Operating Activities

Operating Income $790,915

Adjustments
  Increase/(Decrease) in Current Liabilities
     Accounts Payable 234
     Claims Payable (92,000)

Total Adjustments (91,766)

Net Cash Provided by Operating Activities $699,149

See accompanying notes to the basic financial statements

Educational Service Center of Northeast Ohio
Statement of Cash Flows

Internal Service Fund
For the Fiscal Year Ended June 30, 2018
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Assets
Equity in Pooled Cash and Cash Equivalents $429,003
Intergovernmental Receivable 17,190

Total Assets $446,193

Liabilities
Accounts Payable $22,207
Intergovernmental Payable 13,574
Undistributed Monies 410,412

Total Liabilities $446,193

See accompanying notes to the basic financial statements

Educational Service Center of Northeast Ohio
Statement of Fiduciary Assets and Liabilities

Agency Funds
June 30, 2018
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Capital Assets, not being depreciated:

Capital Assets, being depreciated:
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Governmental Activities

Total Governmental Funds
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Compensated Absences

Life Insurance

Other Employer Health Benefits 

Property and Liability  
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Notes to the Basic Financial Statements 
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Total Certificates of Participation

Total Other Long-term Obligations

Total Net Pension Liability

Total Net OPEB Liability
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Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2018 

               

Discount Rate

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

Actuarial Assumptions – STRS 
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Notes to the Basic Financial Statements 
For the Fiscal Year Ended June 30, 2018 

               

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

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

               

Sensitivity of the Service Center's Proportionate Share of the Net OPEB Liability to Changes in the 
Discount and Health Care Cost Trend Rate
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Required Supplementary Information
Schedule of the Service Center's Proportionate Share of the Net Pension Liability

School Employees Retirement System of Ohio
Last Five Fiscal Years (1)
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Required Supplementary Information
Schedule of the Service Center's Proportionate Share of the Net OPEB Liability

School Employees Retirement System of Ohio
Last Two Fiscal Years (1)
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Required Supplementary Information
Schedule of the Service Center's Proportionate Share of the Net Pension Liability

State Teachers Retirement System of Ohio
Last Five Fiscal Years (1)
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Required Supplementary Information
Schedule of the Service Center's Proportionate Share of the Net OPEB Liability

State Teachers Retirement System of Ohio
Last Two Fiscal Years (1)
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Required Supplementary Information
Schedule of the Service Center's Contributions
School Employees Retirement System of Ohio

Last Ten Fiscal Years
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Required Supplementary Information
Schedule of the Service Center's Contributions

State Teachers Retirement System of Ohio
Last Ten Fiscal Years
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Notes to Required Supplementary Information 
For the Fiscal Year Ended June 30, 2018 
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Statement No. 74, Financial Reporting for Postemployment Benefit Plans 
Other Than Pension Plans (OPEB) 
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Variance with
Final Budget

Positive
Original Final Actual (Negative)

Revenues
Intergovernmental $7,345,068
Interest 153,319
Tuition and Fees 32,222,660
Rentals 1,095,136
Charges for Services 35,256,220
Contributions and Donations 1,527
Miscellaneous 1,393,101

Total Revenues 77,467,031

Expenditures
Current:
  Instruction:
    Regular 11,185,354 12,161,813 11,279,341 882,472
    Special 33,266,409 36,170,499 33,545,997 2,624,502
    Vocational 545,279 592,881 549,862 43,019
  Support Services:
    Pupil 9,208,848 10,012,763 9,286,244 726,519
    Instructional Staff 4,417,413 4,803,044 4,454,539 348,505
    Board of Education 36,873 40,092 37,183 2,909
    Administration 14,573,383 15,842,418 14,695,558 1,146,860
    Fiscal 1,737,795 1,889,501 1,752,400 137,101
    Business 68,928 74,945 69,507 5,438
    Operation and Maintenance of Plant 1,683,696 1,830,680 1,697,847 132,833
    Pupil Transportation 42,792 46,528 43,152 3,376
    Central 743,876 808,815 750,128 58,687
  Operation of Non-Instructional Services 2,728 2,594 2,406 188
  Extracurricular Activities 272,103 295,857 274,390 21,467
Debt Service:
  Principal Retirement 290,000 290,000 290,000 0
  Interest and Fiscal Charges 48,613 48,613 48,613 0

Total Expenditures 78,124,090 84,911,043 78,777,167 6,133,876

Excess of Revenues Over (Under) Expenditures (78,124,090) (84,911,043) (1,310,136)

Other Financing Sources (Uses)
Advances In 2,985,000
Advances Out (1,595,000)

Total Other Financing Sources (Uses) 1,390,000

Net Change in Fund Balance 79,864

Fund Balance Beginning of Year 6,134,358

Prior Year Encumbrances Appropriated 1,707,708

Fund Balance End of Year $7,921,930

See accompanying notes to the supplemental information

Supplemental Information

For the Fiscal Year Ended June 30, 2018

Budgeted Amounts

Educational Service Center of Northeast Ohio
Schedule of Revenues, Expenditures and Changes

In Fund Balance - Budget (Non-GAAP Basis) and Actual
General Fund
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Variance with
Final Budget

Positive
Original Final Actual (Negative)

Revenues
Intergovernmental $2,639,529
Contributions and Donations 2,014,382
Customer Services 84,069

Total Revenues 4,737,980

Expenditures
Current:
  Instruction:
    Regular 33,569 34,159 25,785 8,374
    Special 4,179 4,252 3,210 1,042
  Support Services:
    Pupil 30,709 31,247 23,588 7,659
    Instructional Staff 254,706 259,181 195,644 63,537
    Administration 1,365,765 1,389,763 1,049,067 340,696
    Fiscal 365,136 371,552 280,467 91,085
    Central 1,677 1,706 1,288 418
  Operation of Non-Instructional Services 3,655,052 3,719,275 2,807,507 911,768

Total Expenditures 5,710,793 5,811,135 4,386,556 1,424,579

Excess of Revenues Over (Under) Expenditures (5,710,793) (5,811,135) 351,424

Other Financing Sources (Uses)
Advances Out (1,006,000)

Net Change in Fund Balance (654,576)

Fund Deficit Beginning of Year (646,424)

Prior Year Encumbrances Appropriated 711,126

Fund Deficit End of Year ($589,874)

See accompanying notes to the supplemental information

Budgeted Amounts

Supplemental Information

Educational Service Center of Northeast Ohio
Schedule of Revenues, Expenditures and Changes

In Fund Balance - Budget (Non-GAAP Basis) and Actual
Local Grants Fund

For the Fiscal Year Ended June 30, 2018
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Variance with
Final Budget

Positive
Original Final Actual (Negative)

Revenues
Intergovernmental $2,983,850

Expenditures
Current:
  Instruction:
    Special 484,621 484,451 385,128 99,323
  Support Services:
    Pupil 31,127 31,116 24,737 6,379
    Instructional Staff 2,117,222 2,116,483 1,682,587 433,896
    Administration 615,889 615,674 489,456 126,218
    Fiscal 109,920 109,882 87,355 22,527
    Operation and Maintenance of Plant 169,243 169,184 134,500 34,684
  Operation of Non-Instructional Services 300,994 300,889 239,204 61,685

Total Expenditures 3,829,016 3,827,679 3,042,967 784,712

Excess of Revenues Over (Under) Expenditures (3,829,016) (3,827,679) (59,117)

Other Financing Sources (Uses)
Advances In 640,000
Advances Out (572,000)

Total Other Financing Sources (Uses) 68,000

Net Change in Fund Balance 8,883

Fund Balance Beginning of Year 231,961

Prior Year Encumbrances Appropriated 69,443

Fund Balance End of Year $310,287

See accompanying notes to the supplemental information

Budgeted Amounts

Supplemental Information

Educational Service Center of Northeast Ohio
Schedule of Revenues, Expenditures and Changes

In Fund Balance - Budget (Non-GAAP Basis) and Actual
Title VI-B Fund

For the Fiscal Year Ended June 30, 2018
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Variance with
Final Budget

Positive
Original Final Actual (Negative)

Revenues
Intergovernmental $2,467,704

Total Revenues 2,467,704

Expenditures
  Support Services:
    Pupil 919,875 869,598 732,143 137,455
    Instructional Staff 30,050 28,407 23,917 4,490
    Fiscal 34,443 32,561 27,414 5,147
  Operation of Non-Instructional Services 2,308,920 2,182,723 1,837,711 345,012

Total Expenditures 3,293,288 3,113,289 2,621,185 492,104

Excess of Revenues Over (Under) Expenditures (3,293,288) (3,113,289) (153,481)

Other Financing Sources (Uses)
Advances In 465,000
Advances Out (492,000)

Total Other Financing Sources (Uses) (27,000)

Net Change in Fund Balance (180,481)

Fund Balance Beginning of Year 51,719

Prior Year Encumbrances Appropriated 152,498

Fund Balance End of Year $23,736

See accompanying notes to the supplemental information

Supplemental Information

For the Fiscal Year Ended June 30, 2018

Budgeted Amounts

Educational Service Center of Northeast Ohio
Schedule of Revenues, Expenditures and Changes

In Fund Balance - Budget (Non-GAAP Basis) and Actual
Miscellaneous Federal Grants
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Educational Service Center of Northeast Ohio 
Notes to the Additional Supplementary Information 

For the Fiscal Year Ended June 30, 2018 

Note 1 – Budgetary Basis of Accounting  

Budgetary Process 

The Service Center is not required under State statue to file budgetary information with the State 
Department of Education.  However, the Service Center’s Board does follow the budgetary process for 
control purposes.  This is done by adopting an annual appropriation resolution which is the Board’s 
authorization to spend resources.  The resolution sets annual limits on expenditures plus encumbrances at 
the level of control selected by the Board.  The level of control has been established by the Board at the 
fund level for all funds.  The Treasurer has been authorized to allocate appropriations to the function and 
object level within all funds.  The amounts reported as the original budgeted amounts reflect the first 
appropriation for that fund that covered the entire fiscal year, including amounts automatically carried 
over from prior fiscal years.  The amounts reported as the final budgeted amounts represent the final 
appropriation amounts passed by the Board during the fiscal year. 

Budgetary Basis of Accounting 

While the Service Center is reporting financial position, results of operations and changes in fund 
balances on the basis of generally accepted accounting principles (GAAP), the budgetary basis is based 
upon accounting for certain transactions on a basis of cash receipts, disbursements and encumbrances.  
The schedule of revenues, expenditures and changes in fund balance - budget (non-GAAP basis) and 
actual for the general fund and the major special revenue fund are presented on the budgetary basis to 
provide a meaningful comparison of actual results with the budget.   

The major differences between the budget basis and GAAP basis are that: 

1. Revenues are recorded when received in cash (budget basis) as opposed to when susceptible 
to accrual (GAAP basis).  

2. Unrecorded cash represents amounts received but not included as revenue on the budget basis 
operating statements.  These amounts are included as revenue on the GAAP basis operating 
statement. 

3. Investments are reported at cost (budget basis) rather than fair value (GAAP basis). 

4. Advances In and Advances Out are operating transactions (budget) as opposed to balance 
sheet transactions (GAAP). 

5. Expenditures are recorded when paid in cash (budget basis) as opposed to when the liability 
is incurred (GAAP basis). 

6. Encumbrances are treated as expenditures (budget basis) rather than as restricted, committed 
or assigned fund balance (GAAP basis). 
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Educational Service Center of Northeast Ohio 
Notes to the Additional Supplementary Information 

For the Fiscal Year Ended June 30, 2018 

The following table summarizes the adjustments necessary to reconcile the GAAP basis statement to the 
budgetary basis statements for the major funds. 

Miscellaneous
Local Federal

General Grants Title VI-B Grants

GAAP Basis $1,213,607 $77,577 ($157,243) $67,349
Net Adjustment for Revenue Accruals (314,321) 846,356 129,419 (163,927)
Beginning Fair Value Adjustment 8,217 0 0 0
Ending Fair Value Adjustment (63,256) 0 0 0
Advances In 2,985,000 0 640,000 465,000
Advances Out (1,595,000) (1,006,000) (572,000) (492,000)
Net Adjustment for Expenditure Accruals (122,336) (21,603) 127,783 (29,218)
Adjustment for Encumbrances (2,032,047) (550,906) (159,076) (27,685)

Budget Basis $79,864 ($654,576) $8,883 ($180,481)

Net Change in Fund Balance
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EDUCATIONAL SERVICE CENTER OF NORTHEAST OHIO
CUYAHOGA COUNTY

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

    
FEDERAL GRANTOR Federal Federal Pass Through Passed
Pass Through Grantor CFDA CFDA Entity Identifying Through to Total Federal Non-Cash
Program / Cluster Title Number Number Number Subrecipients Expenditures Expenditures

U.S. DEPARTMENT OF AGRICULTURE
Passed Through Ohio Department of Education

Child Nutrition Cluster
  National School Breakfast  Program 2018 10.553 157,492$          157,492$               
  National School Lunch Program 2018 10.555 276,816            276,816                 34,525$           

Total Child Nutrition Cluster 434,308            434,308                 34,525             

  School Meals Equipment 2018 10.579 2,700                2,700                     

Total U.S. Department of Agriculture 437,008            437,008                 34,525             

U.S. DEPARTMENT OF EDUCATION
Passed Through Ohio Department of Education
 Title I Cluster
   Title I-Grants to Local Educational Agencies 2017 84.010 332,971

Special Education Cluster
   Special Education- Grants to States (IDEA Part B) 2017 84.027 228,874
   Special Education- Grants to States (IDEA Part B) 2018 84.027 2,655,018
     Subtotal Special Education- Grants to States (IDEA , Part B) 2,883,892
                
   Special Education- PreSchool Grants (IDEA Part B) 2017 84.173 4,187
   Special Education- PreSchool Grants  (IDEA PreSchool) 2018 84.173  105,841
   Subtotal Special Education- PreSchool Grants 110,028

Total Special Education Cluster 2,993,920

   English Language Acquisition Grant 2017 84.365 14,400 32,162
   English Language Acquisition Grant 2018 84.365 150,896 153,640
Total English Language Acquisition Grant 165,296 185,802

   Improving Teacher Quality State Grants, Title II-A 2017 84.367 57,720
   Improving Teacher Quality State Grants, Title II-A 2018 84.367 138,600
Total Improving Teacher Quality State Grants, Title II-A 196,320

   Striving Readers Comprehensive Literacy Program 2018 84.371 20,494
Total Striving Readers Comprehensive Literacy Program 20,494

Passed Through Ohio Department of Developmental Disabilities
 

  Special Education Grants for Infants and Families 2018 84.181 H181A150024 173,984
  Special Education Grants for Infants and Families 2018 84.181 H181A160024 1,282,409
  Special Education Grants for Infants and Families 2018 84.181 H181A170024 192,535
Total Special Education Grants for Infants and Families 1,648,928

Total U.S. Department of Education 602,304 5,378,435

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed Through Ohio Department of Education

  Project Aware 2017 93.243 490,261
  Project Aware 2018 93.243 237,279
Total Project Aware  727,540

Passed Through Ohio Department of Job and Family Services
  Refugee and Entrant Assistance Grants 2017 93.576 80,927 85,046
  Refugee and Entrant Assistance Grants 2018 93.576 35,826 37,617
Total Refugee Impact and Entrant Assistance   116,753 122,663

    

Total U.S. Department of Health and Human Services 116,753 850,203

Total Expenditures of Federal Awards $719,057 $6,665,646 $34,525

 
The accompanying notes are an integral part of this schedule.
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EDUCATIONAL SERVICE CENTER OF NORTHEAST OHIO 

CUYAHOGA 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 the Educational Service Center of Northeast Ohio (the Service Center) 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 
Service Center, it is not intended to and does not present the financial position, changes in net position, 
or cash flows of the Service Center.  
 
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 Title 2 U.S. Code of Federal Regulations Part 
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, 
wherein certain types of expenditures may or may not be allowable or may be limited as to 
reimbursement.   The Service Center has elected not to use the 10-percent de minimis indirect cost rate 
as allowed under the Uniform Guidance. 
 
NOTE C – SUBRECIPIENTS 
 
The Service Center passes certain federal awards received from U.S. Department of Agriculture, U.S. 
Department of Education and U.S. Department of Health and Human Services to other governments or 
not-for-profit agencies (subrecipients).  As Note B describes the Service Center reports expenditures of 
Federal awards to subrecipients when paid in cash.    
 
As a subrecipient, the Service Center has certain compliance responsibilities, such as monitoring its 
subrecipients to help assure they use these subawards as authorized by laws, regulations, and the 
provisions of contracts or grant agreements, and that subrecipients achieve the award’s performance 
goals.   
 
NOTE D – CHILD NUTRITION CLUSTER 
 
The Service Center commingles cash receipts from the U.S. Department of Agriculture with similar State 
grants.  When reporting expenditures on this Schedule, the Service Center assumes it expends federal 
monies first.   
 
NOTE E – FOOD DONATION PROGRAM 
 
The Service Center reports commodities consumed on the Schedule at the entitlement value.  The 
Service Center allocated donated food commodities to the respective program that benefitted from the 
use of those donated food commodities.   
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER 

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

 
 
Educational Service Center of Northeast Ohio 
Cuyahoga County 
6393 Oak Tree Boulevard 
Independence, Ohio 44131 
 
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 
Educational Service Center of Northeast Ohio, Cuyahoga County, (the Service Center) as of and for the 
year ended June 30, 2018, and the related notes to the financial statements, which collectively comprise 
the Service Center’s basic financial statements and have issued our report thereon dated February 15, 
2019, wherein we noted the Service Center adopted Government Accounting Standards Board 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 Service Center’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 Service Center’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 Service Center’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. Given these limitations, we did not identify any deficiencies in 
internal control that we consider material weaknesses.  However, unidentified material weaknesses may 
exist.  
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Compliance and Other Matters 
 

As part of reasonably assuring whether the Service Center’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 Service Center’s internal control or on compliance.  This 
report is an integral part of an audit performed under Government Auditing Standards in considering the 
Service Center’s internal control and compliance.  Accordingly, this report is not suitable for any other 
purpose. 
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio  
 
February 15, 2019 
 

rakelly
Keith Faber
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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 

 
 
Bruce Basalla, Treasurer 
Educational Service Center of Cuyahoga County 
Cuyahoga County 
6393 Oak Tree Boulevard 
Independence, Ohio 44131 
 
To the Board of Education: 
 
Report on Compliance for the Major Federal Program   

 
We have audited the Educational Service Center of Northeast Ohio’s (the Service Center) 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 Educational Service Center of 
Northeast Ohio’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 Service Center’s major federal program. 
 
Management’s Responsibility 
 
The Service Center’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 Service Center’s compliance for the Service Center’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 Service Center’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 the Service Center’s 
major program. However, our audit does not provide a legal determination of the Service Center’s 
compliance. 
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Opinion on the Major Federal Program 
 
In our opinion, the Educational Service Center of Northeast Ohio complied, in all material respects with 
the compliance requirements referred to above that could directly and materially affect its major federal 
program for the year ended June 30, 2018.   
 
Report on Internal Control Over Compliance 

 
The Service Center’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 Service Center’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 each 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 Service Center’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 compliance requirement will not be prevented, or timely detected 
and corrected.  A significant deficiency in internal control over compliance is a deficiency, or a 
combination of deficiencies, in internal control over compliance with 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 would not necessarily identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies.  We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses.  However, 
material weaknesses may exist that have not been identified. 
 

This report only describes the scope of our internal control over compliance tests and the results of this 
testing based on Uniform Guidance requirements.  Accordingly, this report is not suitable for any other 
purpose.  
 
 
 
 
 
 
 
Keith Faber 
Auditor of State 
 
Columbus, Ohio  
 
February 15, 2019 
 

rakelly
Keith Faber
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EDUCATIONAL SERVICE CENTER OF NORTHEAST OHIO 
CUYAHOGA 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)? 

 
No 

(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? 

 
No 

(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 

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

 
No 

(d)(1)(vii) Major Programs (list): Special Education Cluster: 
CFDA #84.027- Special Education 
Grants to States 
CFDA #84.173- Special Education 
Preschool Grants 

(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 

 
None. 
 
 

3.  FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS  
 

None. 
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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 
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