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regulations and grant requirements.  The Constellation Schools: Lorain Community Elementary is 
responsible for compliance with these laws and regulations. 
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March 24, 2021 
 
To the Board of Directors 
Constellation Schools: Lorain Community Elementary 
Lorain County, Ohio 
1110 W 4th Street 
Lorain, Ohio 44105 
 
 

INDEPENDENT AUDITOR'S REPORT 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of the Constellation Schools; Lorain Community 
Elementary, Lorain County, Ohio, (the “School”) as of and for the year ended June 30, 2020, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial 
statements as listed in the table of contents. 
 
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 audit. We 
conducted our audit 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 audit 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 School’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 School’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. 
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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Constellation Schools: Lorain Community Elementary, Lorain County, Ohio, as 
of June 30, 2020, and the changes in its financial position and its cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Emphasis of Matter 
 
As described in Note XVII to the financial statements, the financial impact of COVID-19 and the ensuing 
emergency measures will continue to impact subsequent periods of the School. Our opinion is not modified 
with respect to this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis, Schedule of the School's Proportionate Share of the Net Pension Liability, 
Schedule of the School’s Contributions-Pension, Schedule of the School’s Proportionate Share of the Net 
OPEB Asset/Liability, and the Schedule of the School’s Contributions - OPEB as listed in the table of 
contents, be presented to supplement the basic financial statements. Such information, although not a part 
of the basic financial statements, is required by the Governmental Accounting Standards Board who 
considers it to be an essential part of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally accepted in the 
United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because 
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
 
Other Reporting Required by Government Auditing Standards 

 
In accordance with Government Auditing Standards, we have also issued our report dated March 24, 2021 
on our consideration of the School’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 solely 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 the 
effectiveness of the School’s 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’s internal control over financial reporting and compliance. 
 
 
 

Independence, Ohio 
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The  discussion  and  analysis  of Constellation  Schools:  Lorain Community  Elementary  (LCE)  financial 
performance provides an overall review of financial activities for the fiscal year ended June 30, 2020. The 
intent of this discussion and analysis is to look at the financial performance of LCE as a whole. Readers 
should also review the Notes to the Financial Statements and the Financial Statements to enhance their 
understanding of the financial performance of LCE. 
 
Financial Highlights 
 
Key financial highlights for 2020 include the following: 
 

 In  total, net position  increased $350,488 which  represents a 31.78%  increase  from 2019. This 
increase  is due primarily  to an  increase  in  revenues and  the change  in net pension and OPEB 
liability/asset. 

 

 Total assets and deferred outflow of resources increased $352,330 which represents an 13.82% 
increase from 2019. This is due to an increase in cash due to receipt of PPP loan funds and cash 
used to finance the facility improvements performed during the year that were capitalized and 
decreases in deferred outflow of resources.  

 

 Liabilities and deferred inflows of resources increased $1,842, which represents a 0.05% increase 
from 2019. This  is due to decreases  in accounts payable, mortgage notes payable, equipment 
lease payable and net pension and OPEB  liability, offset by  increases  in notes payable,  loans 
payable, payroll payable, due to other governments and deferred inflow of resources. 

  

 Operating revenues increased by $282,983 which represents a 15.65% increase from 2019. This 
is a direct result of increased state foundation funding and increased rental income and increases 
in services provided to other schools. 

 

 Expenses  increased  by  $353,972 which  represents  a  16.44%  increase  from  2019. Operating 
increases are due  to  increases  in  salaries and  fringe benefits, purchased  services, equipment 
purchases,  depreciation  and  other  expense  and  the  change  in  net  pension  and  OPEB 
liability/asset during the year, offset by decreases in and materials and supplies. 

 

 Non‐operating revenues increased by $289,172 which represents a 60.61% increase from 2019. 
This is due to an increase in restricted state and federal funding and interest income.  

 
Using this Financial Report 
 
This report consists of three parts: Management’s Discussion and Analysis,  the Financial Statements, 
Notes to the Financial Statements and Required Supplementary Information. The Financial Statements 
include a Statement of Net Position, a Statement of Revenues, Expenses and Changes in Net Position 
and a Statement of Cash Flows. 
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2020 2019 Change %

Assets and Deferred Outflow of 

Resources

Cash $680,649 $232,017 $448,632 193.36%

Other Current Assets 42,067 92,322           (50,255) -54.43%

Non-Current Assets 25,500 28,143 (2,643) -9.39%

Net OPEB Assets 117,003 128,632           (11,629) -9.04%

Capital Assets, Net 1,603,308 1,438,363          164,945 11.47%

Deferred Outflow of Resources 432,586 629,306         (196,720) -31.26%

Total Assets and Deferred

      Outflow of Resources 2,901,113 2,548,783          352,330 13.82%

Liabilities and Deferred Inflow 

of Resources

Current Liabilities 807,148 184,460          622,688 337.57%

Long-Term Liabilities 2,287,529 2,932,092         (644,563) -21.98%

Deferred Inflow of Resources 558,701 534,984            23,717 4.43%

Total Liabilities and Deferred

   Inflow of Resources 3,653,378 3,651,536 1,842             0.05%

Net Position

Net Investment in Capital Assets 1,027,956 808,890 219,066 27.08%

Unrestricted (1,780,221)       (1,911,643)       131,422 6.87%

Total Net Position ($752,265) ($1,102,753) $350,488 31.78%
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Statement of Revenues, Expenses and Changes in Net Position 
 
The Statement of Revenues, Expenses and Changes in Net Position reports operating and non‐operating 
activities for the fiscal year ended June 30, 2020.  
 
The following schedule provides a summary of the Statement of Revenues, Expenses and Changes in Net 
Position for LCE for fiscal years ended June 30, 2020 and 2019. 

2020 2019 Change %
Revenues
Foundation and Poverty Based 
Assistance Revenues

$1,620,882 $1,572,210 48,672$         3.10%

Casino Tax Distributions 9,851 10,098 (247)               -2.45%
Other Operating Revenues 460,754 226,196 234,558         103.70%
Total Operating Revenues 2,091,487 1,808,504 282,983         15.65%

Interest Income 38 86 (48)                 -55.81%
Federal and State Grants 766,261 477,041 289,220         60.63%
Total Non-Operating Revenues 766,299 477,127 289,172         60.61%
Total Revenues 2,857,786 2,285,631 572,155         25.03%

Expenses
Salaries 1,038,029 983,361 54,668           5.56%
Fringe Benefits 328,150 317,709 10,441           3.29%
Change in Net Pension and OPEB 
Liability/Asset

31,873              (239,360)           271,233         113.32%

Purchased Services 910,988 894,968 16,020           1.79%
Materials and Supplies 65,631 90,018 (24,387)          -27.09%
Capital Outlay 7,272 465 6,807             1463.87%
Depreciation 57,340 53,491 3,849             7.20%
Other Expenses 68,015 52,674 15,341           29.12%
Total Expenses 2,507,298 2,153,326 353,972         16.44%

Changes in Net Position 350,488 132,305 218,183         164.91%

Net Position: Beginning of the Year (1,102,753)        (1,235,058)        132,305 10.71%

Net Position: End of Year ($752,265) ($1,102,753) $350,488 31.78%
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Overall, revenues  increased by $572,155 from 2019 to 2020. The most significant changes  in revenues 
from  2019  to  2020  are  increases  of  $48,672  in  Foundation  and  Poverty  Based  Assistance  funding,  
$234,558 in other operating revenue due to increased rental income and increased services provided to 
other schools, and an increase of $289,220 in restricted state and federal funding. Other revenue items 
had minor changes from the previous year. 

Expenses  increased  $353,972  from  2019  mostly  as  a  result  of  the  change  in  net  pension  and  OPEB  
liability/asset.  The  change  in  Net  Pension  and  OPEB  Liability/Asset  expense  is  due  to  recognition  of 
pension and OPEB liabilities per GASB 68 and 75. Salaries and Fringe Benefits increased $65,109 due to 
changes  in  staff  and  regular  annual  increases.  Purchased  services  increased  $16,020  due  to  expenses  
incurred for the 21st Century Grant and a mix of changes in student services, technology support services, 
data  management  services,  administrative  fees,  facility  costs,  food  services  and  professional  
development.  Materials  and  Supplies  decreased  $24,387  due  to  a  switch  to  remote  learning  in  March 
2020 due  to the COVID pandemic. Capital Outlay  increased $6,807 due  to purchase of equipment not 
capitalized and depreciation  increased $3,849 due to current year additions to building  improvements. 
Other  Expenses  increased  $15,341  due  to  the  write  down  of  equipment  lease  expense  and  other  
miscellaneous expenses. 

Capital Assets 

As of June 30, 2020, LCE had $1,603,308 invested in land, building, building improvements, technology 
and software, and furniture and equipment, net of depreciation. This is a $164,945 increase from June 
30, 2019.  

The following schedule provides a summary of Capital Assets as of June 30, 2020 and 2019 for LCE. 

2020 2019 Change %
Capital Assets (net of depreciation)
Land $16,330 $16,330 - 0.00%
Building 181,180 186,841           (5,661) -3.03%
Building Improvements 1,392,695 1,226,798         165,897 13.52%
Technology and Software 909 2,001           (1,092) -54.57%
Furniture and Equipment 12,194 6,393             5,801 90.74%
Net Capital Assets $1,603,308 $1,438,363 164,945       11.47%

For more information on capital assets see the Notes to the Financial Statements (See Note V). 
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Mortgage Financing 
 
On August 10, 2011 LCE purchased the former  Irving School from the Lorain City School District with 
plans  to  renovate  the  building  for  use  beginning  in August  2012.  The  building was  purchased with 
available cash and a mortgage loan in the amount of $892,500 was secured from US Bank to carry out 
the renovations and repairs. The note was for a term of three years with an interest rate of 4.16 percent 
per annum and a balloon payment due at the end of the term in July 2015 which was extended through 
September. On October  1, 2015  a new mortgage note with US Bank became  effective. The  current 
mortgage note is in the amount of $805,195, is for a term of five years at an interest rate of 4.60% with a 
balloon payment due on October  1, 2020.   The outstanding principal balance as of  June  30, 2020  is 
$575,352.  
 
For more information on mortgage financing see the Notes to the Financial Statements See Note IX). 
 
Equipment Financing   
 
In February of 2014 LCE entered into a group leasing agreement with Celtic Leasing to lease technology 
equipment. The lease, which closed March 1, 2015 with a balance for LCE of $8,499 has been recorded as 
capital equipment to recognize the asset, and as capital equipment lease payable to recognize the lease 
debt. The lease term was for a total of 44 months. The lease expired in November 2018. 
 
During the 2017 fiscal year, the school entered into a lease agreement with Winthrop to acquire $4,363 
of technology equipment. This lease is for a term of 48 months and expires in April 2021 at which time 
the  equipment will  have minimal  value. The  lease  value has been  recorded  as  capital  equipment  to 
recognize the asset, and as capital equipment lease payable to recognize the lease debt. 
 
In May of 2020 LCE converted all remaining obligations under all leases with Winthrop (now known as 
TCF) to a financed purchase with a term of 27 months and no interest due. PC has title to all equipment. 
Equipment serves as collateral during the term. In the event of default, TCF may declare all obligations 
due and payable. The outstanding debt as of June 30, 2020 is $15,010. 
 
For more information on equipment financing see the Notes to the Financial Statements (See Note VII). 
 
PPP Loans 
 
During  the  fiscal year 2020,  the school applied  for and  received a Paycheck Protection Program  loan 
totaling $202,000. Under the terms of the program, the school applied for forgiveness of the loan in fiscal 
year 2021 (See Note XVI). 
 
Net Pension and Other Post‐Employment Benefits (OPEB) Liabilities 
 
The net pension and OPEB liability is the largest single liability reported by LCE at June 30, 2020   and is 
reported  pursuant  to  GASB  Statement  68,  Accounting  and  Financial  Reporting  for  Pensions—an 
Amendment  of GASB Statement  27,  and GASB Statement  75, Accounting  and  Financial Reporting  for 
Postemployment  Benefits  Other  Than  Pensions,  which  significantly  revises  accounting  for  costs  and 
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Assets:

Current Assets:

Cash $680,649

Accounts Receivable 6,445

Prepaid Expenses 25,990

Due from Other Governments 9,632

Total Current Assets 722,716

Non-Current Assets:

Security Deposits 25,500

Net OPEB Assets 117,003

Capital Assets (Net of Accumulated Depreciation) 1,586,978

Non-Depreciable Capital Assets 16,330

Total Non-Current Assets 1,745,811

Total Assets 2,468,527

Deferred Outflow of Resources:

Pension and OPEB (STRS & SERS) 432,586

Total Deferred Outflow of Resources 432,586

Total Assets and Deferred Outflow of Resources 2,901,113

Liabilities:

Current Liabilities:

Accounts Payable 16,963

Payroll Payable 99,644

Interest Payable 2,206

Due to Other Governments 27,840

Unearned Revenue 100

Note Payable 7,505

PPP Loan Payable 77,538

Mortgage Notes Payable 575,352

Total Current Liabilities 807,148

Long Term Liabilities:

Note Payable 7,505

PPP Loan Payable 124,462

Net Pension and OPEB Liability 2,155,562

Total Long Term Liabilities 2,287,529

Total Liabilities 3,094,677

Deferred Inflow of Resources:

Pension and OPEB (STRS & SERS) 558,701

Total Deferred Inflow of Resources 558,701

Total Liabilities and Deferred Inflow of Resources 3,653,378

Net Position:

Net Investment in Capital Assets 1,027,956

Unrestricted (1,780,221)                

Total Net Position ($752,265)

Constellation Schools: Lorain Community Elementary

Lorain County, Ohio

Statement of Net Position

As of June 30, 2020

The accompanying notes to the financial statements are an integral part of this statement.
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Operating Revenues:

Foundation and Poverty Based Assistance Revenues $1,620,882

Casino Tax Distributions 9,851

Other Operating Revenues 460,754

Total Operating Revenues 2,091,487

Operating Expenses:

Salaries 1,038,029

Fringe Benefits 328,150

Change in Net Pension and OPEB Liability/Asset 31,873                   

Purchased Services 910,988

Materials and Supplies 65,631

Capital Outlay 7,272

Depreciation 57,340

Other Operating Expenses 39,885

Total Operating Expenses 2,479,168

Operating Loss ($387,681)

Non-Operating Revenues & (Expenses):

Interest Income 38

Interest Expense (28,130)                 

Federal and State Grants 766,261

Total Non-Operating Revenues & (Expenses) 738,169

Change in Net Position 350,488

Net Position at Beginning of the Year (1,102,753)            

Net Position at End of Year ($752,265)

The accompanying notes to the financial statements are an integral part of this statement.

Constellation Schools: Lorain Community Elementary

Lorain County, Ohio

Statement of Revenues, Expenses and

Changes in Net Position

For the Fiscal Year Ended June 30, 2020
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Increase (Decrease) in Cash:

Cash Flows from Operating Activities:

Cash Received from State of Ohio $1,630,383

Cash Payments to Suppliers for Goods and Services (1,361,060)        

Cash Payments to Employees for Services (1,022,131)        

Other Operating Revenues 453,599

Net Cash Used for Operating Activities (299,209)           

Cash Flows from Noncapital Financing Activities:

Federal and State Grants 832,894

PPP Loan Payable 202,000

Net Cash Provided by Noncapital Financing Activities 1,034,894

Cash Flows from Capital and Related Financing Activities:

Payments for Capital Acquisitions (222,285)           

Equipment Lease Principal Payments (2,108)               

Equipment Lease Interest Payments (10)                    

Note Payable 16,887               

Note Principal (1,877)               

Mortgage Loan Principal Payments (52,013)             

Mortgage Loan Interest Payments (28,329)             

Increase in Security Deposits 2,644                 

Net Cash Used for Capital and Related Financing Activities (287,091)           

Cash Flows from Investing Activities

Interest 38

Net Cash Provided by Investing Activities 38

Net Increase in Cash 448,632             

Cash at Beginning of Year 232,017

Cash at End of Year $680,649

Lorain County, Ohio

Statement of Cash Flows

For the Fiscal Year Ended June 30, 2020

The accompanying notes to the financial statements are an integral part of this statement.

Constellation Schools: Lorain Community Elementary
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Reconciliation of Operating Loss to Net

 Cash Used for Operating Activities:

Operating Loss ($387,681)

Adjustments to Reconcile Operating Loss to

 Net Cash Used for Operating Activities:

Depreciation 57,340

Changes in Assets, Deferred Outflow of Resources,

  Liabilities and Deferred Inflow of Resources:

(Increase) in Accounts Receivable (4,129)                   

(Increase) in Prepaid Expenses (8,230)                   

(Increase) in Due from Other Governments (4,020)                   

Decrease in Net OPEB Assets 11,629                   

Decrease in Deferred Outflows - Pension and OPEB 196,720                 

(Decrease) in Accounts Payable (17,202)                 

Increase in Payroll Payable 15,898                   

Increase in Due to Other Governments 19,967                   

(Decrease) in Unearned Revenue (3,025)                   

(Decrease) in Net Pension and OPEB Liability (200,193)               

Increase in Deferred Inflows - Pensions and OPEB 23,717

Total Adjustments 88,472                   

Net Cash Used for Operating Activities ($299,209)

The accompanying notes to the financial statements are an integral part of this statement.

Constellation Schools: Lorain Community Elementary

Lorain County, Ohio

Statement of Cash Flows

For the Fiscal Year Ended June 30, 2020

(Continued)
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 Statement  No.  89,  Accounting  for  Interest  Cost  Incurred  before  the  End  of  a 
Construction Period 

 Statement No. 90, Majority Equity Interests 

 Statement No. 91, Conduit Debt Obligations 
 
Certain provisions in the following statements are postponed by one year: 

 Statement No. 92, Omnibus 2020 

 Statement No. 93, Replacement of Interbank Offered Rates 
 
The following statement is postponed by 18 months: 

 Statement No. 87, Leases 
 
For the fiscal year ended June 30, 2020, LCE also  implemented paragraphs 4 and 5 of 
Governmental Accounting Standards Board Statement No. 97, Certain Component Unit 
Criteria, and Accounting and Financial Reporting  for  Internal Revenue Code Section 457 
Deferred  Compensation  Plans.   Paragraph  4  increases  consistency  and  comparability 
related  to  the  reporting  of  fiduciary  component  units  in  circumstances  in  which  a 
potential component unit does not have a governing board and the primary government 
performs the duties that a government board typically would perform and paragraph 5 
mitigates  costs associated with  the  reporting of  certain defined  contribution pension 
plans, defined contribution other postemployment benefit (OPEB) plans, and employee 
benefit plans other than pension plans or OPEB plans (other employee benefit plans) as 
fiduciary component units in fiduciary fund financial statements.  The implementation of 
paragraphs 4 and 5 of this Statement did not have an effect on the financial statements 
of LCE.  
 
For the fiscal year ended June 30, 2020, LCE has early implemented GASB Statement No. 
89, Accounting for Interest Cost Incurred before the End of a Construction Period, and GASB 
Statement No. 92 Omnibus 2020. 
 
GASB  Statement  No.  89  requires  that  interest  costs  incurred  before  the  end  of  a 
construction  period  be  recognized  as  an  expense  in  the  period  in which  the  cost  is 
incurred for financial statements prepared using the economic resources measurement 
focus. As a result, interest cost incurred before the end of a construction period will not 
be included in the historical cost of a capital asset reported in a business‐type activity or 
enterprise fund. The implementation of GASB Statement No. 89 did not have an effect 
on the financial statements of LCE. 
 
GASB Statement No. 92 enhances comparability  in accounting and financial reporting 
and to improve the consistency of authoritative literature by addressing practice issues 
that  have  been  identified  during  implementation  and  application  of  certain  GASB 
Statements. The implementation of GASB Statement No. 92 did not have an effect on 
the financial statements of LCE. 
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Instruction $109,386

Pupil Support Services 65,043

Staff Development & Support 104,597

Administrative 294,428

Occupancy Costs 133,438

Food Services 44,971

21st Century Grant 158,869

Student Activities 256

Total Purchased Services $910,988

Balance Balance

7/1/2019 Additions Deletions 6/30/2020

Capital Assets Not Being

   Depreciated:

Land $16,330 $0 $0 $16,330

Total Capital Assets Not Being 

Depreciated: 
16,330 0 0 16,330

Capital Assets Being

   Depreciated:

Building 226,475 0 0 226,475

Building Improvements 1,497,623 214,575 0 1,712,198

Technology and Software 58,186 0 0 58,186

Furniture and Equipment 23,476 7,710 0 31,186

Total Capital Assets Being Depreciated 1,805,760 222,285 0 2,028,045

Less Accumulated

   Depreciation:

Building (39,634)         (5,662)         0 (45,296)         

Building Improvements (270,825)       (48,678)       0 (319,503)       

Technology and Software (56,185)         (1,091)         0 (57,276)         

Furniture and Equipment (17,083)         (1,910)         0 (18,993)         

Total Accumulated Depreciation (383,727)       (57,340)       0 (441,067)       

Capital Assets Being Depreciated, Net of 

Accumulated Depreciation
1,422,033 164,945 0 1,586,978

Total Capital Assets, Net of Accumulated 

Depreciation
$1,438,363 $164,945 $0 $1,603,308
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VI.  Capital Equipment Lease Payable 
 
During the 2017 fiscal year, the school entered into a lease agreement with Winthrop to acquire 
additional technology equipment. This lease is for a term of 48 months. These leases meet the 
criteria  of  capital  leases  as  defined  by  accounting  standards,  which  defines  a  capital  lease 
generally as one which transfers the benefits and risks of ownership of the lessee. 
 
Assets  of  technology  equipment  totaling  $12,862  have  been  capitalized  during  2017 
(accumulated depreciation as of June 30, 2020  is $11,953). This amount  represents  the actual 
purchase price of the equipment and is the same as the net present value of the minimum lease 
payments at the time of acquisition. Principal payments during fiscal year 2020 totaled $2,108 
and interest paid totaled $10. During 2020, LCE converted all leases to a financed purchase. See 
Note VII. 
 

VII.  Direct Borrowing 
 

In May of 2020 LCE converted all  remaining obligations under all  leases with Winthrop  (now 
known as TCF) to a financed purchase with a term of 27 months and no interest due. LCE has title 
to all equipment. Equipment serves as collateral during the term.  In the event of default, TCF 
may declare all obligations due and payable. 
 

 Balance 
7/1/19 

     Balance 
6/30/20 

 Due In 
One Year  Additions Reductions  

          
Financed 
Purchase 

$0  
 

$16,887 ($1,887) $15,010  
 

$7,505 

TOTAL $0  $16,887 ($1,887) $15,010   $7,505 

          
 

Year Payment Total

2021 $7,505 $7,505
2022 7,505 7,505

 Total $15,010 $15,010

TCF
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VIII.  Irving School Building Purchase 
 

On August 10, 2011 LCE purchased  the  former  Irving School  located at 1110 West 4th Street, 
Lorain  from  the Lorain City School District. The purchase price of $240,000 along with other 
purchase costs totaling $2,805, have been capitalized and will be depreciated over a forty year 
period. All operations of the school are located at this site. 
 
 

IX.  Mortgage Notes Payable 
 
On July 12, 2012, LCE entered into a mortgage loan agreement relating to the renovation of the 
property  at  1110 West  4th Street,  Lorain  (see Note VIII). A mortgage  note  in  the  amount  of 
$892,500 was held by US Bank. The note was for a term of three years with an interest rate of 
4.16 percent per annum and a balloon payment due at the end of the term in July 2015 which was 
subsequently extended by US Bank through September.  
 
Effective October 1, 2015 a new mortgage note with US Bank became effective. The current 
mortgage note is in the amount of $805,195, is for a term of five years at an interest rate of 4.60% 
with a balloon payment due on October 1, 2020. During fiscal year 2020 principal was reduced by 
$52,013 and  interest payments totaled $28,329. As of June 30, 2020 the outstanding principal 
balance is $575,352 and interest payable totaling $2,206 has been recorded as a current liability. 
US Bank performs various calculations to determine compliance with these covenants. LCE  is 
currently in compliance with the net worth ratio and the fixed charge ratio, however, they are not 
in compliance with the timely  filing of the audit report. The Building acts as collateral  for the 
Note.  In December 2020, LCE has entered into a new mortgage loan agreement with IFF for a 
term of 15 years.  
 
Principal and interest due on the outstanding mortgage note is as follows: 
 

Year Principal Interest Total

2021 575,352 8,865 $584,217
 Total $575,352 $8,865 $584,217

 
X.  Sub Lease 
 

LCE leases space to Constellation Schools: Lorain Community Middle (LCM). Under the terms of 
the lease LCM made monthly lease payments of $14,333. LCE charged LCM a total of $172,000 
during the year all of which was collected as of June 30, 2020. 
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XI.  Risk Management 
 

1. Property and Liability Insurance 
 
LCE  is  exposed  to  various  risks  of  loss  related  to  torts,  theft  of,  damage  to,  and 
destruction of assets; errors and omissions; injuries to employees; and natural disasters.  
For  fiscal  year  2020,  LCE  contracted with  Traveler’s  Property  Casualty  Company  of 
America for property insurance, The Hanover Insurance Company for liability insurance 
and errors and omissions insurance and Allamerica Financial Benefit Insurance Company 
for Automobile insurance. 
  
General  property  and  liability  is  covered  at  $10,000,000  single  occurrence  limit  and 
$11,000,000  aggregated. Hired  and Non‐Owned  Vehicles  are  covered  at  $1,000,000 
combined  single  limit  of  liability. Other  coverage  includes  Employee  Crime,  School 
Leaders Errors & Omissions, Sexual Abuse and Misconduct, Electronic Data Processing, 
Cyber  Liability  and  Business  Interruption.  Settled  claims  have  not  exceeded  this 
coverage in any of the past three years, nor has there been any significant reduction in 
insurance coverage from the prior year. 
 

2. Workers’ Compensation 
 

LCE  makes  premium  payments  to  the  Ohio  Workers’  Compensation  System  for 
employee injury coverage. There have been no claims filed by LCE employees with the 
Ohio Workers’ Compensation System between January 1, 2016 and June 30, 2020.  
 

3. Employee Medical, Dental, Vision and Life Benefits 
 

LCE provides medical, dental, vision and life insurance benefits to all full time employees. 
Employees participate  in premium payments through pretax payroll deductions. Total 
insurance benefits paid by LCE for the fiscal year is $160,595. 

 
XII.      Defined Benefit Pension Plans 
 

The  Statewide  retirement  systems  provide  both  pension  benefits  and  other  postemployment 
benefits (OPEB). 

 
1. Net Pension Liability/Net OPEB Liability (Asset) 

 
Pensions and OPEB are a component of exchange transactions—between an employer and its 
employees—of salaries and benefits for employee services.  Pensions/OPEB are provided to an 
employee—on a deferred‐payment basis—as part of the total compensation package offered by 
an employer for employee services each financial period.   
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Eligible to Retire before Eligible to Retire on or after

August 1, 2017* August 1, 2017

Full Benefits Any age with 30 years of service credit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or

Benefits Age 55 with 25 years of service credit Age 60 with 25 years of service credit

*Members with 25 years of service credit as of August 1, 2017, will be included in this plan.
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SERS STRS Total

Proportion of the Net Pension Liability:

Current Measurement Date 0.00702451% 0.00706437%

Prior Measurement Date 0.00705397% 0.00800497%

Change in Proportionate Share -0.00002946% -0.00094060%

Proportionate Share of the Net 

  Pension Liability 420,289$             1,562,243$         1,982,532$        

Pension Expense 76,710$               141,718$           218,428$           
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SERS STRS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 10,660$               12,720$             23,380$             

Changes of Assumptions 0 183,515 183,515

Changes in Proportion and Differences between 

  LCE Contributions and Proportionate  

  Share of Contributions 8,648 26,992 35,640

LCE Contributions Subsequent to the 

  Measurement Date 30,498 122,717 153,215

Total Deferred Outflows of Resources 49,806$               345,944$           395,750$           

Deferred Inflows of Resources

Differences between Expected and 

  Actual Experience 0$                       6,764$               6,764$               

Net Difference between Projected and 

  Actual Earnings on Pension Plan Investments 5,396 76,355 81,751

Changes in Proportion and Differences between 

  LCE Contributions and Proportionate  

  Share of Contributions 7,881 238,790 246,671

Total Deferred Inflows of Resources 13,277$               321,909$           335,186$           
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Actuarial Cost Method Entry Age Normal (Level Percent of Payroll)

Inflation 3.00 percent

Future Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

COLA or Ad Hoc COLA 2.50 percent, on and after April 1, 2018, COLA's for future 

retirees will be delayed for three years following 

commencement

SERS STRS Total

Fiscal Year Ending June 30:

2021 14,912$               35,592$             50,504$             

2022 (11,582) (62,341) (73,923)

2023 (357) (44,882) (45,239)

2024 3,058 (27,051) (23,993)

6,031$                (98,682)$            (92,651)$            
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Asset Class

Cash 1.00 % 0.50 %

US Equity 22.50 4.75

International Equity 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected

Allocation Real Rate of Return
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1% Decrease

Current 

Discount Rate 1% Increase

LCE's Proportionate Share

  of the Net Pension Liability 588,975$             420,289$           278,824$           

Inflation 2.50 percent

Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Discount Rate of Return 7.45 percent

Projected Payroll Growth 3.00 percent

Cost-of-Living Adjustments 0.00 percent



CONSTELLATION SCHOOLS: LORAIN COMMUNITY ELEMENTARY 

- A Community School - 

Lorain County, Ohio  
 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2020 

___________________________________________________________________________ 

 

35 

 

Asset Class

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**

Target Long Term Expected

1% Decrease

Current 

Discount Rate 1% Increase

LCE's Proportionate Share

  of the Net Pension Liability 2,283,043$          1,562,243$         952,048$           
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SERS STRS Total

Proportion of the Net OPEB Liability (Asset):

Current Measurement Date 0.00688049% 0.00706437%

Prior Measurement Date 0.00690810% 0.00800497%

Change in Proportionate Share -0.00002761% -0.00094060%

Proportionate Share of the Net

OPEB Liability (Asset) 173,030$             (117,003)$            

OPEB Expense 11,290$               (42,534)$              (31,244)$            
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SERS STRS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 2,540$                 10,607$               13,147$             

Net Difference between Projected and 

  Actual Earnings on OPEB Plan Investments 415 0 415

Changes of Assumptions 12,638 2,459 15,097

Changes in Proportion and Differences between 

  LCE Contributions and Proportionate  

  Share of Contributions 4,064 2,017 6,081

LCE Contributions Subsequent to the 

  Measurement Date 2,096 0 2,096

Total Deferred Outflows of Resources 21,753$               15,083$               36,836$             

Deferred Inflows of Resources

Differences between Expected and 

  Actual Experience 38,013$               5,953$                 43,966$             

Net Difference between Projected and 

  Actual Earnings on OPEB Plan Investments 0 7,349 7,349

Changes of Assumptions 9,695 128,281 137,976

Changes in Proportion and Differences between 

  LCE Contributions and Proportionate  

  Share of Contributions 4,548 29,676 34,224

Total Deferred Inflows of Resources 52,256$               171,259$             223,515$           

SERS STRS Total

Fiscal Year Ending June 30:

2021 (6,747)$                (34,642)$              (41,389)$            

2022 (5,986) (34,643) (40,629)

2023 (5,865) (31,698) (37,563)

2024 (5,884) (30,663) (36,547)

2025 (5,585) (23,964) (29,549)

Thereafter (2,532) (566) (3,098)

(32,599)$              (156,176)$            (188,775)$          



CONSTELLATION SCHOOLS: LORAIN COMMUNITY ELEMENTARY 

- A Community School - 

Lorain County, Ohio  
 

NOTES TO THE FINANCIAL STATEMENTS 

FOR THE YEAR ENDED JUNE 30, 2020 

___________________________________________________________________________ 

 

39 

 

Inflation 3.00 percent

Salary Increases, including inflation 3.50 percent to 18.20 percent

Investment Rate of Return 7.50 percent net of investment expense, including inflation

Municipal Bond Index Rate

Measurement Date 3.13 percent

Prior Measurement Date 3.62 percent

Single Equivalent Interest Rate

Measurement Date 3.22 percent, net of plan investment expense, including price inflation

Prior Measurement Date 3.70 percent, net of plan investment expense, including price inflation

Health Care Cost Trend Rate

Pre-Medicare 7.00 percent - 4.75 percent

Medicare 5.25 percent - 4.75 percent
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Asset Class

Cash 1.00 % 0.50 %

US Equity 22.50 4.75

International Equity 22.50 7.00

Fixed Income 19.00 1.50

Private Equity 10.00 8.00

Real Assets 15.00 5.00

Multi-Asset Strategies 10.00 3.00

Total 100.00 %

Target Long Term Expected

Allocation Real Rate of Return
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Inflation 2.50 percent

Projected Salary Increases 12.50 percent at age 20 to 2.50 percent at age 65

Payroll Increases 3.00 percent

Investment Rate of Return 7.45 percent, net of investment expenses, including inflation

Discount Rate of Return 7.45 percent

Health Care Cost Trend Rates

Medical Initial Ultimate

Pre-Medicare 5.87 percent 4.00 percent

Medicare 4.93 percent 4.00 percent

Prescription Drug

Pre-Medicare 7.73 percent 4.00 percent

Medicare 9.62 percent 4.00 percent

1% Decrease

Current 

Discount Rate 1% Increase

LCE's Proportionate Share

  of the Net OPEB Liability 210,026$             173,030$             143,614$           

1% Decrease

Current 

Trend Rate 1% Increase

LCE's Proportionate Share

  of the Net OPEB Liability 138,632$             173,030$             218,668$           
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Asset Class

Domestic Equity 28.00 % 7.35 %

International Equity 23.00 7.55

Alternatives 17.00 7.09

Fixed Income 21.00 3.00

Real Estate 10.00 6.00

Liquidity Reserves 1.00 2.25

Total 100.00 %

Allocation* Real Rate of Return**

Target Long Term Expected
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1% Decrease

Current

Discount Rate 1% Increase

LCE's Proportionate Share

 of the Net OPEB Liability (Asset) (99,839)$   (117,003)$   (131,434)$   

1% Decrease

Current

Trend Rate 1% Increase

LCE's Proportionate Share

 of the Net OPEB Liability (Asset) (132,676)$   (117,003)$   (97,807)$   
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In  addition,  LCE’s  contracts  with  their  Sponsor,  ESC  of  Lake  Erie  West  and  their 
management  company, Constellation Schools  require  that  a portion of  their  fees be 
calculated as a percentage of Foundation revenues received by the school from the State 
(See  Note  XV).   As  discussed  above,  all  FTE  adjustments  for  fiscal  year  2020  are 
finalized.  A reconciliation between payments previously made and the FTE adjustments 
has taken place with these contracts. 

XV. Sponsorship and Management Agreements

LCE  entered  into  an  agreement with  the  ESC  of  Lake  Erie West,  (ESCLEW)  formerly  Lucas
County Educational Service Center, to provide sponsorship and oversight services as required by
law. The agreement was renewed at the end of the fiscal year and continues until June 30, 2023.
Sponsorship fees were calculated as 3.0% of the Fiscal Year 2020 Foundation payments received
by LCE, from the State of Ohio. The total amount due from LCE for fiscal year 2020 was $46,343
all of which was paid prior to June 30, 2020.

LCE  entered  into  an  agreement  with  Constellation  Schools  to  provide  legal,  financial,  and
business management services for fiscal year 2020. The agreement was for a period of one year,
effective  July  1,  2019.   Management  fees  are  calculated  as  6.25%  of  the  Fiscal  Year  2020
Foundation payments received by LCE from the State of Ohio plus a fixed fee of $132,500. The
total amount due from LCE for the fiscal year ending June 30, 2020 was $233,646 all of which was
paid prior to June 30, 2020.

XVI. Payroll Protection Program Loan

The Coronavirus Aid, Relief, and Economic Security Act (CARES Act) was passed on March 27,
2020 in response to COVID‐19. The Paycheck Protection Program (PPP) was formed as part of
the CARES Act. The PPP allows for certain companies to apply for aid and through forgivable
loans. The school entered into a note payable agreement with a bank under PPP. The unsecured
note has a principal amount of $202,000 maturing on 05/04/2022. Total amount of the loans due
within one year are $77,538. Monthly payments of $11,371 start on 12/15/2020.

XVII. Subsequent Event/COVID‐19

The United States and the State of Ohio declared a state of emergency in March 2020 due to the
COVID‐19 pandemic. The financial  impact of COVID‐19 and the ensuing emergency measures
have impacted the current period and will continue to impact subsequent periods of LCE. LCE’s
investments of  the pension and other employee benefit plan  in which LCE participates have
incurred a significant fluctuation in fair value, consistent with the general fluctuation in financial
markets.  However,  because  the  values  of  individual  investments  fluctuate  with  market
conditions,  and  due  to  market  volatility,  the  amount  of  losses  that  will  be  recognized  in
subsequent periods, if any, cannot be determined. In addition, due to the dynamic environment
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and changes  in fiscal policies, the exact impact on LCE’s future operating costs, revenues, and 
any recovery from emergency funding, either federal or state, cannot be reasonably estimated. 

The school has applied for a waiver and forgiveness of the PPP loan. At the time of this report a 
decision has not yet been made on the school’s application.     

On December 30, 2020, LCE entered into a mortgage loan agreement relating to the property 
located at 1110 West 4th Street, Lorain. The mortgage note, in the amount of $594,000, is held 
by IFF. The US Bank note on the property was paid in full with the proceeds. The mortgage note 
is for a term of 15 years, with an initial interest rate of 5.25% until the First Recalculation Date of 
January 1, 2026.  
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2020 2019 2018 2017

School Employees Retirement System (SERS)

LCE's Proportion of the Net Pension Liability 0.00702451% 0.00705397% 0.00714178% 0.00642598%

LCE's Proportionate Share of the Net Pension Liability 420,289$    403,994$    426,705$    470,322$    

LCE's Covered Payroll (2) 168,200$    228,889$    231,143$    199,600$    

LCE's Proportionate Share of the Net Pension Liability

as a Percentage of its Covered Payroll 249.87% 176.50% 184.61% 235.63%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 70.85% 71.36% 69.50% 62.98%

State Teachers Retirement System (STRS)

LCE's Proportion of the Net Pension Liability 0.00706437% 0.00800497% 0.00793701% 0.00873080%

LCE's Proportionate Share of the Net Pension Liability 1,562,243$    1,760,112$    1,885,454$    2,922,462$     

LCE's Covered Payroll (2) 819,479$    910,071$    872,529$    888,200$    

LCE's Proportionate Share of the Net Pension Liability

as a Percentage of its Covered Payroll 190.64% 193.40% 216.09% 329.03%

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 77.40% 77.31% 75.30% 66.80%

(1) Information prior to 2014 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Constellation Schools:  Lorain Community Elementary School

Lorain County, Ohio

Required Supplementary Information

Schedule of the LCE's Proportionate Share of the Net Pension Liability

Last Seven Fiscal Years (1)

(2) Certain Constellation Schools LLC employees are reported under one employer code with the state retirement systems.  However, these 
employees provide services to all schools managed by Constellation Schools LLC.  Therefore, it has been determined the payroll related to these 
employees should be allocated to each of the schools.  Fiscal years 2016 through 2020 amounts have been updated, however, information was not 
available to update fiscal year 2015 and prior.
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2016 2015 2014

0.00588900% 0.00568889% 0.00568889%

336,032$    287,911$    338,300$    

92,231$    85,642$    79,371$    

364.34% 336.18% 426.22%

69.16% 71.70% 65.52%

0.00836261% 0.00866290% 0.00866290%

2,311,181$    2,107,117$    2,509,984$    

778,200$    778,869$    690,608$    

296.99% 270.54% 363.45%

72.10% 74.70% 69.30%
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2020 2019 2018 2017

School Employees Retirement System (SERS)

Contractually Required Contribution 30,498$    22,707$    30,900$    32,360$    

Contributions in Relation to the 

Contractually Required Contribution (30,498) (22,707) (30,900) (32,360)

Contribution Deficiency (Excess) 0$    0$    0$    0$    

LCE's Covered Payroll (1) 217,843$    168,200$    228,889$    231,143$    

Pension Contributions as a Percentage of

Covered Payroll 14.00% 13.50% 13.50% 14.00%

State Teachers Retirement System (STRS)

Contractually Required Contribution 122,717$    114,727$    127,410$    122,154$    

Contributions in Relation to the 

Contractually Required Contribution (122,717) (114,727) (127,410) (122,154)

Contribution Deficiency (Excess) 0$    0$    0$    0$    

LCE's Covered Payroll (1) 876,550$    819,479$    910,071$    872,529$    

Pension Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00%

Constellation Schools:  Lorain Community Elementary School

Lorain County, Ohio

Required Supplementary Information

Schedule of the LCE's Contributions  - Pension

Last Ten Fiscal Years

(1) Certain Constellation Schools LLC employees are reported under one employer code with the state retirement systems.  
However, these employees provide services to all schools managed by Constellation Schools LLC.  Therefore, it has been 
determined the payroll related to these employees should be allocated to each of the schools.  Fiscal years 2016 through 2020 
amounts have been updated, however, information was not available to update fiscal year 2015 and prior.
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2016 2015 2014 2013 2012 2011

27,944$    12,156$    11,870$    10,985$    12,577$    11,454$    

(27,944) (12,156) (11,870) (10,985) (12,577) (11,454)

0$    0$    0$    0$    0$    0$    

199,600$    92,231$    85,642$    79,371$    93,509$    91,122$    

14.00% 13.18% 13.86% 13.84% 13.45% 12.57%

124,348$    108,948$    101,253$    89,779$    81,497$    79,529$    

(124,348) (108,948) (101,253) (89,779) (81,497) (79,529)

0$    0$    0$    0$    0$    0$    

888,200$    778,200$    778,869$    690,608$    626,900$    611,762$    

14.00% 14.00% 13.00% 13.00% 13.00% 13.00%
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2020 2019 2018 2017
School Employees Retirement System (SERS)

LCE's Proportion of the Net OPEB Liability 0.00688049% 0.00690810% 0.00693204% 0.00618629%

LCE's Proportionate Share of the Net OPEB Liability 173,030$          191,649$          186,038$          176,332$          

LCE's Covered Payroll (2) 168,200$          228,889$          231,143$          199,600$          

LCE's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 102.87% 83.73% 80.49% 88.34%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 15.57% 13.57% 12.46% 11.49%

State Teachers Retirement System (STRS)

LCE's Proportion of the Net OPEB Liability (Asset) 0.00706437% 0.00800497% 0.00793701% 0.00873080%

LCE's Proportionate Share of the Net OPEB Liability (Asset) (117,003)$        (128,632)$        309,673$          466,925$          

LCE's Covered Payroll (2) 819,479$          910,071$          872,529$          888,200$          

LCE's Proportionate Share of the Net OPEB Liability (Asset)
as a Percentage of its Covered Payroll -14.28% -14.13% 35.49% 52.57%

Plan Fiduciary Net Position as a Percentage of the Total OPEB Liability 174.70% 176.00% 47.10% 37.30%

(1) Information prior to 2017 is not available.

Note: The amounts presented for each fiscal year were determined as of the measurement date, which is the prior fiscal year.

Constellation Schools:  Lorain Community Elementary
Lorain County, Ohio

Required Supplementary Information
Schedule of the LCE's Proportionate Share of the Net OPEB Liability (Asset)

Last Four Fiscal Years (1)

(2) Certain Constellation Schools LLC employees are reported under one employer code with the state retirement systems.  However, these employees provide services 
to all schools managed by Constellation Schools LLC.  Therefore, it has been determined the payroll related to these employees should be allocated to each of the 
schools.  Fiscal years 2016 through 2020 amounts have been updated, however, information was not available to update fiscal year 2015 and prior.

51

See accompanying notes to the required supplementary information. 
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2020 2019 2018 2017

School Employees Retirement System (SERS)

Contractually Required Contribution (1) 2,096$    2,275$    3,632$    2,156$    

Contributions in Relation to the 

Contractually Required Contribution (2,096) (2,275) (3,632) (2,156)

Contribution Deficiency (Excess) 0$    0$    0$    0$    

LCE's Covered Payroll (2) 217,843$    168,200$    228,889$    231,143$    

OPEB Contributions as a Percentage of

Covered Payroll (1) 0.96% 1.35% 1.59% 0.93%

State Teachers Retirement System (STRS)

Contractually Required Contribution 0$    0$    0$    0$    

Contributions in Relation to the 

Contractually Required Contribution 0 0 0 0

Contribution Deficiency (Excess) 0$    0$    0$    0$    

LCE's Covered Payroll (2) 876,550$    819,479$    910,071$    872,529$    

OPEB Contributions as a Percentage of

Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge

(2) Certain Constellation Schools LLC employees are reported under one employer code with the state retirement systems.  However, 
these employees provide services to all schools managed by Constellation Schools LLC.  Therefore, it has been determined the payroll 
related to these employees should be allocated to each of the schools.  Fiscal years 2016 through 2020 amounts have been updated, 
however, information was not available to update fiscal year 2015 and prior.

Constellation Schools:  Lorain Community Elementary

Lorain County, Ohio

Required Supplementary Information

Schedule of the LCE's Contributions - OPEB

Last Ten Fiscal Years
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2016 2015 2014 2013 2012 2011

1,359$    2,175$    1,531$    1,419$    2,507$    2,297$    

(1,359) (2,175) (1,531) (1,419) (2,507) (2,297)

0$    0$    0$    0$    0$    0$    

199,600$    92,231$    85,642$    79,371$    93,509$    91,122$    

0.68% 2.36% 1.79% 1.79% 2.68% 2.52%

0$    0$    7,789$    6,906$    6,269$    6,118$    

0 0 (7,789) (6,906) (6,269) (6,118)

0$    0$    0$    0$    0$    0$    

888,200$    778,200$    778,869$    690,608$    626,900$    611,762$    

0.00% 0.00% 1.00% 1.00% 1.00% 1.00%
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March 24, 2021

To the Board of Directors
Constellation Schools: Lorain Community Elementary
Lorain County, Ohio
1110 W 4th St,
Lorain, OH 44052

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

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 the Constellation Schools: Lorain 
Community Elementary, Lorain County, Ohio (the “School”) as of and for the year ended June 30, 2020, and the 
related notes to the financial statements, which collectively comprise the School’s basic financial statements, and 
have issued our report thereon dated March 24, 2021, in which we noted the financial impact of COVID-19 and 
ensuing emergency measures will continue to impact subsequent periods of the School.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the School’s internal control over 
financial reporting (internal control) as a basis for designing 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 School’s internal control.  Accordingly, we do not express an 
opinion on the effectiveness of the School’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 School'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 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 and therefore, material weaknesses or significant deficiencies may exist that have not been 
identified. Given these limitations, during our audit we did not identify any deficiencies in internal control that we 
consider to be material weaknesses. We did identify a certain deficiency in internal control, described in the 
accompanying schedule of findings and responses as item 2020-001 that we consider to be a significant 
deficiency.
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Independent Auditor’s Report on Internal Control Over
Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the School'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 financial statements. 
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.

School’s Response to Findings

The School's response to the finding identified in our audit is described in the accompanying schedule of findings 
and responses. The School's response was not subjected to the auditing procedures applied in the audit of the 
financial statements and, accordingly, we express no opinion on it.

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 School’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Governmental Auditing 
Standards in considering the School’s internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

Independence, Ohio
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Constellation Schools: Lorain Community Elementary 
Lorain County, Ohio 

Schedule of Findings and Responses 
June 30, 2020 

 
2.  FINDINGS RELATED TO THE FINANCIAL STATEMENTS REQUIRED  

TO BE REPORTED IN ACCORDANCE WITH GAGAS 
 
Finding Number: 2020-001 
 
Significant Deficiency: Internal Control over Financial Reporting 

 
Criteria: The AICPA establishes auditing standards generally accepted in the United States that certified 
public accountants and government auditors must follow in conducting audits of state and local governments. 
AU-C 265 establishes standards, responsibilities and guidance for auditors during a financial statement audit 
engagement for identifying and evaluating a client’s internal control over financial reporting. This standard 
requires the audit to report in writing to management and the governing body any control deficiencies found 
during the audit that are considered significant deficiencies and/or material weaknesses. To this end, AU-C 
265 lists specific control deficiencies that should be regarded as at least a significant deficiency and a strong 
indicator of a material weakness in internal control. 

 
Condition: Audit adjustments were made to the financial statements presented for audit. 

 
Cause: The School improperly recorded the Quality Community School Support grants as Operating 
Revenues: Foundation and Poverty Based Assistance instead of Non-Operating Revenues: Federal and State 
Grants, as indicated in AOS correspondence dated July 23, 2020. When the financial statements were 
prepared the Foundation and Poverty Based Assistance Revenue was overstated by $285,238 and the 
Federal and State Grants were understated by $285,238. 

 
Effect: While there was no impact on net position, the financial statements required the above reclassification 
entries to correctly reflect revenue classification. 
 
Recommendation: We recommend the School review all correspondence to ensure revenues are properly 
recorded to correct these errors for fiscal year 2021 and that the financial statements are thoroughly reviewed by 
the Treasurer prior to submitting them for audit. 

 
School’s Response: Management will follow the recommendation above regarding review of correspondence 
prior to audit submission. 
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