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Middle, Cuyahoga County, prepared by Rea & Associates, Inc., for the audit period July 1, 2019 through 
June 30, 2020.  Based upon this review, we have accepted these reports in lieu of the audit required by 
Section 117.11, Revised Code.  The Auditor of State did not audit the accompanying financial statements 
and, accordingly, we are unable to express, and do not express an opinion on them.   
 
Our review was made in reference to the applicable sections of legislative criteria, as reflected by the 
Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of State, 
regulations and grant requirements.  The Constellation Schools: Stockyard Community Middle is 
responsible for compliance with these laws and regulations. 
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March 24, 2021

To the Board of Directors
Constellation Schools: Stockyard Community Middle
Cuyahoga County, Ohio
3200 W 65th St,
Cleveland, Ohio 44102

INDEPENDENT AUDITOR'S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the Constellation Schools; Stockyard 
Community Middle, Cuyahoga 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.



2

Constellation Schools: Stockyard Community Middle
Independent Auditor’s Report
Page 2 of 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Constellation Schools: Stockyard Community Middle, Cuyahoga 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 XV 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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2020 2019 Change %

Assets and Deferred Outflows of 

Resources

Cash $142,507 $46,560 $95,947 206.07%

Other Current Assets 13,015 16,174       (3,159) -19.53%

Non-Current Assets 4,439 3,561 878 24.66%

Net OPEB Assets 40,759 46,049       (5,290) -11.49%

Capital Assets, Net 18,764 32,942     (14,178) -43.04%

Deferred Outflow of Resources 232,096 238,105       (6,009) -2.52%

Total Assets and Deferred

      Outflow of Resources 451,580 383,391      68,189 17.79%

Liabilities and Deferred Inflows 

of Resources

Current Liabilities 88,585 48,578 40,007 82.36%

Long-Term Liabilities 926,554 853,122      73,432 8.61%

Deferred Inflow of Resources 300,918 388,419 (87,501) -22.53%

Total Liabilities and Deferred

   Inflow of Resources 1,316,057 1,290,119 25,938     2.01%

Net Position

Investment in Capital Assets 18,764 22,214 (3,450) -15.53%

Unrestricted (883,241)          (928,942)          45,701 -4.92%

Total Net Position ($864,477) ($906,728) $42,251 4.66%
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2020 2019 Change %

Revenues

Foundation and Poverty Based 

Assistance Revenues
$640,196 $580,601 $59,595 10.26%

Casino Tax Distributions 3,686 3,388 298            8.80%

Other Operating Revenues 38,413 36,916 1,497         4.06%

Total Operating Revenues 682,295 620,905 61,390       9.89%

Private Grants and Contributions 60,676 195,490 (134,814) -68.96%

Federal and State Grants 246,452 144,927 101,525     70.05%

Total Non-Operating Revenues 307,128 340,417 (33,289) -9.78%

Total Revenues 989,423 961,322 28,101 2.92%

Expenses

Salaries 351,673 337,295 14,378 4.26%

Fringe Benefits 117,971 105,891 12,080 11.41%

Change in Net Pension and OPEB 

Asset/Liability
(63,002)            (195,951)          132,949 67.85%

Purchased Services 466,004 473,171 (7,167) -1.51%

Materials and Supplies 26,283 28,753 (2,470)        -8.59%

Depreciation 14,179 13,491 688            5.10%

Other Expenses 34,064 22,658 11,406 50.34%

Total Expenses 947,172 785,308 161,864 20.61%

Changes in Net Position 42,251 176,014 (133,763)    -76.00%

Net Position: Beginning of the Year (906,728)          (1,082,742)       176,014 16.26%

Net Position: End of Year ($864,477) ($906,728) $42,251 4.66%
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Overall, revenues increased by $28,101 from 2019 to 2020. The most significant changes in revenues from 
2020 to 2019 are increases of $59,595 in state Foundation and Poverty Based Assistance private grants 
which were partially offset by a reduction of $134,814 in private grants and contributions and increases 
of $101,525  in  federal and state grants. Minor changes occurred  in  field trip collections, materials  fee 
collections casino tax distributions and other materials fees collections. 
 
Expenses increased $161,864 from 2019 with the changes in net pension liability and OPEB increasing 
$132,949. Salaries and Fringe Benefits increased $26,458 due to changes in staff personnel and routine 
annual increases. The change in Net Pension Liability and OPEB expense is due to recognition of pension 
liabilities  per GASB  68  and  75.  Purchased  services  decreased  by  $7,167  and materials  and  Supplies 
decreased  $2,470  due  to  switching  to  virtual  learning  in March  2020  due  to  the  COVID  pandemic. 
Depreciation increased by $688 and Other Expenses increased by $11,406.  
 
Capital Assets 
 
As of June 30, 2020, SCM had $18,764 invested in building improvements, technology and software, and 
furniture and equipment, net of depreciation. This is a $14,178 decrease from June 30, 2019.  
 
The following schedule provides a summary of Capital Assets as of June 30, 2020 and 2019 for SCM. 
 

2020 2019 Change %
Capital Assets (net of depreciation)
Building Improvements $1 $1,961 ($1,960) -99.95%
Technology and Software 5,506 10,434             (4,928) -47.23%
Furniture and Equipment 13,257 20,547             (7,290) -35.48%
Net Capital Assets $18,764 $32,942 (14,178)          -43.04%

 
For more information on capital assets see the Notes to the Financial Statements (Note IV). 
 
Capital Equipment Financing 

 
In September 2017, SCM entered into a four‐year lease for technology equipment with Winthrop Leasing. 
The  lease  values, which  totaled $16,500, have been  recorded  as  capital  equipment  to  recognize  the 
assets, and as leases payable to recognize the debt.  
 
Principal payments during fiscal year 2020 totaled $10,728 and interest paid totaled $370. 
 
In May of 2020 SCM 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. SCM 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 $16,444. 

 
For more information on notes payable see the Notes to the Financial Statements, Note VI. 
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PPP Loans 
 
During  the  fiscal year 2020,  the school applied  for and  received a Paycheck Protection Program  loan 
totaling $95,000. Under the terms of the program, the school applied for forgiveness of the loan in fiscal 
year 2021. 
 
For more information on loans payable see the Notes to the Financial Statements. 
 
Net Pension and Other Post‐Employment Benefits (OPEB) Asset/Liabilities 
 
The net pension liability is the largest single liability reported by SCM at June 30, 2020 and is reported 
pursuant  to GASB Statement 68, Accounting and Financial Reporting  for Pensions—an Amendment of 
GASB  Statement  27.    In  a  prior  fiscal  year,  SCM  also  adopted GASB  Statement  75, Accounting  and 
Financial  Reporting  for  Postemployment  Benefits  Other  Than  Pensions,  which  significantly  revises 
accounting  for  costs  and  liabilities  related  to  other  postemployment  benefits  (OPEB).    For  reasons 
discussed below, many end users of this financial statement will gain a clearer understanding of SCM’s 
actual  financial  condition by  adding deferred  inflows  related  to pension  and OPEB,  the net pension 
liability and the net OPEB liability to the reported net position and subtracting deferred outflows related 
to pension and OPEB and net OPEB asset 
 
Governmental Accounting Standards Board standards are national and apply to all government financial 
reports  prepared  in  accordance with  generally  accepted  accounting  principles.   Prior  accounting  for 
pensions  (GASB  27)  and postemployment benefits  (GASB  45)  focused on  a  funding  approach.   This 
approach limited pension and OPEB costs to contributions annually required by law, which may or may 
not be sufficient to fully fund each plan’s net pension  liability or net OPEB asset/liability.   GASB 68 and 
GASB 75  take an earnings approach  to pension and OPEB accounting; however,  the nature of Ohio’s 
statewide pension/OPEB plans and state law governing those systems requires additional explanation in 
order to properly understand the information presented in these statements. 

 
GASB 68 and GASB 75 require the net pension liability and the net OPEB asset/liability to equal SCM's 
proportionate share of each plan’s collective: 
 

1. Present  value of estimated  future pension/OPEB benefits attributable  to active and  inactive 
employees’ past service  

2  Minus plan assets available to pay these benefits 
 
GASB  notes  that  pension  and  OPEB  obligations,  whether  funded  or  unfunded,  are  part  of  the 
“employment  exchange”  –  that  is,  the  employee  is  trading  his  or  her  labor  in  exchange  for wages, 
benefits, and the promise of a future pension and other postemployment benefits.  GASB noted that the 
unfunded portion of  this promise  is a present obligation of  the government, part of a bargained‐for 
benefit to the employee, and should accordingly be reported by the government as a liability since they 
received the benefit of the exchange.  However, SCM is not responsible for certain key factors affecting 
the balance of these liabilities.  In Ohio, the employee shares the obligation of funding pension benefits 
with  the employer.   Both employer and employee contribution  rates are capped by State statute.   A 
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Assets:

Current Assets:

Cash $142,507

Accounts Receivable 200                       

Prepaid Expenses 6,446

Due from Other Governments 6,369

Total Current Assets 155,522

Non-Current Assets:

Security Deposit 4,439

Net OPEB Assets 40,759

Capital Assets (Net of Accumulated Depreciation) 18,764

Total Non-Current Assets 63,962

Total Assets 219,484

Deferred Outflow of Resources:

Pension and OPEB (STRS & SERS) 232,096

Total Deferred Outflow of Resources 232,096

Total Assets and Deferred Outflow of Resources 451,580

Liabilities:

Current Liabilities:

Accounts Payable 5,945

Payroll Payable 31,646

Unearned Revenue 75

Due to Other Governments 6,229

Note Payable 8,222

PPP Loan Payable 36,468

Total Current Liabilities 88,585

Long Term Liabilities:

Note Payable 8,222

PPP Loan Payable 58,532

Net Pension and OPEB Liability 859,800

Total Long Term Liabilities 926,554

Total Liabilities 1,015,139

Deferred Inflow of Resources:

Pension and OPEB (STRS & SERS) 300,918

Total Deferred Inflow of Resources 300,918

Total Liabilities and Deferred Inflow of Resources 1,316,057

Net Position:

Investment in Capital Assets 18,764

Unrestricted (883,241)               

Total Net Position ($864,477)

Constellation Schools: Stockyard Community Middle

Cuyahoga 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 $640,196

Casino Tax Distributions 3,686

Other Operating Revenues 38,413

Total Operating Revenues 682,295

Operating Expenses:

Salaries 351,673

Fringe Benefits 117,971

Change in Net Pension and OPEB Asset/Liability (63,002)                     

Purchased Services 466,004

Materials and Supplies 26,283

Depreciation 14,179

Other Operating Expenses 33,717

Total Operating Expenses 946,825

Operating Loss (264,530)                   

Non-Operating Revenues & (Expenses):

Interest Expense (347)                         

Private Grants and Contributions 60,676

Federal and State Grants 246,452

Total Non-Operating Revenues & (Expenses) 306,781

Change in Net Position 42,251

Net Position at Beginning of the Year (906,728)                   

Net Position at End of Year ($864,477)

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

Constellation Schools: Stockyard Community Middle

Cuyahoga 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 $643,882

Cash Payments to Suppliers for Goods and Services (650,658)                      

Cash Payments to Employees for Services (351,063)                      

Other Operating Revenues 37,284                         

Net Cash Used for Operating Activities (320,555)                      

Cash Flows from Noncapital Financing Activities:

Private Grants and Contributions 60,676

Federal and State Grants Received 256,358

PPP Loan Payable 95,000

Net Cash Provided by Noncapital Financing Activities 412,034

Cash Flows from Capital and Related Financing Activities:

Note Payable 18,500                         

Note Principal (2,056)                          

Lease Principal Payments (10,728)                        

Lease Interest Payments (370)                             

Increase in Security Deposits (878)                             

Net Cash Provided by Capital and Related Financing Activities 4,468                           

Net Increase in Cash 95,947                         

Cash at Beginning of Year 46,560

Cash at End of Year $142,507

Constellation Schools: Stockyard Community Middle

Cuyahoga 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.
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Reconciliation of Operating Loss to Net
 Cash Used for Operating Activities:

Operating Loss (264,530)                

Adjustments to Reconcile Operating Loss to
 Net Cash Used for Operating Activities:

Depreciation 14,179

Changes in Assets, Liabilities, Deferred Inflows of Resources
 and Deferred Outflows of Resources:

(Increase) in Accounts Receivable (200)                       
(Increase) in Prepaid Expenses (5,042)                    
(Increase) in Due from Other Governments (1,506)                    
Decrease in Net OPEB Assets 5,290                     
Decrease in Deferred Outflows - Pensions and OPEB 6,009                     
(Decrease) in Accounts Payable (1,309)                    
Increase In Payroll Payable 610                        
Increase in Due to Other Governments 1,175                     
(Decrease) in Unearned Revenue (930)                       
Increase in Net Pension and OPEB 13,200                   
(Decrease) in Deferred Inflows - Pensions and OPEB (87,501)                  

Total Adjustments (56,025)                  

Net Cash Used for Operating Activities (320,555)                

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

Constellation Schools: Stockyard Community Middle
Cuyahoga County, Ohio

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2020

(Continued)
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Balance Balance

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

Capital Assets Being Depreciated:

Building Improvements 8,821$       0$               0$              8,821$        

Technology and Software 24,560 0 0 24,560

Furniture and Equipment 72,902 0 0 72,902

Total Capital Assets Being 

Depreciated
106,283 0 0 106,283

Less Accumulated Depreciation:

Building Improvements (6,860) (1,960) 0 (8,821)

Technology and Software (14,126) (4,928) 0 (19,054)

Furniture and Equipment (52,355) (7,290) 0 (59,645)

Total Accumulated Depreciation (73,341) (14,179) 0 (87,520)

Total Capital Assets, Net of 

Accumulated Depreciation
32,942$     (14,179)$     0$              18,764$      

Instruction $74,616

Pupil Support Services 54,014

Staff Development & Support 113,101

Administrative 120,730

Occupancy Costs 68,128

Food Services 34,925

Student Services 490

Total Purchased Services $466,004
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VI.  Capital Equipment Lease Payable 

 
In September 2017, SCM entered into a four‐year lease for technology equipment with Winthrop 
Leasing. This lease 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 $16,500 have been capitalized  in 2017  (accumulated 
depreciation as of June 30, 2020 is $5,500). This amount represented 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  in  2017.  Principal  payments  during  fiscal  year  2020  totaled  $10,728  and 
interest  paid  totaled  $370.  During  2020,  SCM  converted  outstanding  leases  to  a  financed 
purchase agreement. See Note VII.  
 

VII.  Direct Borrowing 
 

In May of 2020 SCM 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. SCM 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   $18,500 ($2,056) $16,444   $8,222 

TOTAL $0  $18,500 ($2,056) $16,444   $8,222 

          
 

                                   

      TCF   

   Year  Payment   Total       

                

   2021  $8,222  $8,222      

   2022  8,222  8,222      

    Total   $16,444  $16,444      
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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.

http://www.ohsers.org/
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SERS STRS Total

Proportion of the Net Pension Liability:

Current Measurement Date 0.00374581% 0.00246094%

Prior Measurement Date 0.00261887% 0.00286574%

Change in Proportionate Share 0.00112694% -0.00040480%

Proportionate Share of the Net 

  Pension Liability 224,118$             544,222$           768,340$           

Pension Expense 11,876$              9,299$               21,175$             
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SERS STRS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 5,683$                4,433$               10,116$             

Changes of Assumptions 0 63,928 63,928

Changes in Proportion and Differences between 

  SCM Contributions and Proportionate  

  Share of Contributions 30,298 23,088 53,386

SCM Contributions Subsequent to the 

  Measurement Date 16,780 42,578 59,358

Total Deferred Outflows of Resources 52,761$              134,027$           186,788$           

Deferred Inflows of Resources

Differences between Expected and 

  Actual Experience 0$                      2,356$               2,356$               

Net Difference between Projected and 

  Actual Earnings on Pension Plan Investments 2,880 26,597 29,477

Changes in Proportion and Differences between 

  SCM Contributions and Proportionate  

  Share of Contributions 31,049 117,299 148,348

Total Deferred Inflows of Resources 33,929$              146,252$           180,181$           

SERS STRS Total

Fiscal Year Ending June 30:

2021 (4,386)$               5,963$               1,577$               

2022 4,999 (32,562) (27,563)

2023 (191) (15,660) (15,851)

2024 1,630 (12,544) (10,914)

2,052$                (54,803)$            (52,751)$            
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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
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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

1% Decrease

Current 

Discount Rate 1% Increase

SCM's Proportionate Share

  of the Net Pension Liability 314,070$             224,118$           148,683$           
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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

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

SCM's Proportionate Share

  of the Net Pension Liability 795,319$             544,222$           331,655$           
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SERS STRS Total

Proportion of the Net OPEB Liability (Asset):

Current Measurement Date 0.00363689% 0.00246094%

Prior Measurement Date 0.00239710% 0.00286574%
Change in Proportionate Share 0.00123979% -0.00040480%

Proportionate Share of the Net

OPEB Liability (Asset) 91,460$               (40,759)$              

OPEB Expense (8,634)$               (15,805)$              (24,439)$            

SERS STRS Total

Deferred Outflows of Resources

Differences between Expected and 

  Actual Experience 1,343$                 3,694$                 5,037$               

Net Difference between Projected and 

  Actual Earnings on OPEB Plan Investments 219 0 219

Changes of Assumptions 6,680 857 7,537

Changes in Proportion and Differences between 

  SCM Contributions and Proportionate  

  Share of Contributions 28,959 3,176 32,135

SCM Contributions Subsequent to the 

  Measurement Date 380 0 380

Total Deferred Outflows of Resources 37,581$               7,727$                 45,308$             

Deferred Inflows of Resources

Differences between Expected and 

  Actual Experience 20,093$               2,073$                 22,166$             

Net Difference between Projected and 

  Actual Earnings on OPEB Plan Investments 0 2,560 2,560

Changes of Assumptions 5,124 44,689 49,813

Changes in Proportion and Differences between 

  SCM Contributions and Proportionate  

  Share of Contributions 29,785 16,413 46,198

Total Deferred Inflows of Resources 55,002$               65,735$               120,737$           
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SERS STRS Total

Fiscal Year Ending June 30:

2021 (13,903)$              (13,056)$              (26,959)$            

2022 (2,068) (13,056) (15,124)

2023 (2,000) (12,030) (14,030)

2024 (2,011) (11,670) (13,681)

2025 820 (7,928) (7,108)

Thereafter 1,361 (268) 1,093

(17,801)$              (58,008)$              (75,809)$            
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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

SCM's Proportionate Share

  of the Net OPEB Liability 111,015$             91,460$               75,912$             

1% Decrease

Current 

Trend Rate 1% Increase

SCM's Proportionate Share

  of the Net OPEB Liability 73,278$               91,460$               115,583$           
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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

SCM's Proportionate Share

  of the Net OPEB Liability (Asset) (34,780)$              (40,759)$              (45,786)$            

1% Decrease

Current 

Trend Rate 1% Increase

SCM's Proportionate Share

  of the Net OPEB Liability (Asset) (46,219)$              (40,759)$              (34,072)$            
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State (See Note XIII).   A reconciliation between payments previously made and the FTE 
adjustments has taken place with these contracts. 

XIII. Sponsorship and Management Agreements

SCM entered into an agreement with Buckeye Community Hope Foundation (BCHF) to provide
sponsorship and oversight services as required by law. The agreement has been renewed through
June  30,  2021.  Sponsorship  fees  are  calculated  as  3%  of  the  Fiscal  Year  2020  Foundation
payments received by SCM, from the State of Ohio. The total amount due from SCM for fiscal
year 2020 was $18,398 of which was paid prior to June 30, 2020.

SCM  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 payment received by SCM from the State of Ohio plus a fixed fee of $56,125. The
total amount due from SCM for the fiscal year ending June 30, 2020 was $95,507, all of which was
paid by  June 30, 2020. During  the 2020  fiscal year CS made a contribution  in  the amount of
$60,000 to the school to help the school meet operating expenses due to low enrollment.

XIV. 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 $95,000 maturing on 05/05/2022. Total amount of the loans due
within one year are $36,468. Monthly payments of $5,348 start on 12/15/2020.

XV. 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 SCM. SCM’s
investments of  the pension and other employee benefit plan  in which SCM 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
and changes in fiscal policies, the exact impact on SCM’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.
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2020 2019 2018 2017

School Employees Retirement System (SERS)

SCM's Proportion of the Net Pension Liability 0.00374581% 0.00261887% 0.00362378% 0.00520468%

SCM's Proportionate Share of the Net Pension Liability 224,118$    149,987$    216,513$    380,935$    

SCM's Covered Payroll (2) 49,763$    84,474$    120,393$    156,229$    

SCM's Proportionate Share of the Net Pension Liability

as a Percentage of its Covered Payroll 450.37% 177.55% 179.84% 243.83%

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)

SCM's Proportion of the Net Pension Liability 0.00246094% 0.00286574% 0.00275879% 0.00321959%

SCM's Proportionate Share of the Net Pension Liability 544,222$    630,111$    655,357$    1,077,694$     

SCM's Covered Payroll (2) 279,014$    325,629$    303,243$    299,600$    

SCM's Proportionate Share of the Net Pension Liability

as a Percentage of its Covered Payroll 195.05% 193.51% 216.12% 359.71%

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.

ConstellationSchools:  Stockyard Community Middle

Cuyahoga County, Ohio

Required Supplementary Information

Schedule of the SCM'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

0.00469230% 0.00553289% 0.00553289%

267,747$    280,016$    329,023$    

37,542$    80,418$    39,357$    

713.20% 348.20% 836.00%

69.16% 71.70% 65.52%

0.00299967% 0.00369234% 0.00369234%

829,021$    898,105$    1,069,817$    

247,714$    286,054$    315,846$    

334.67% 313.96% 338.71%

72.10% 74.70% 69.30%
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2020 2019 2018 2017

School Employees Retirement System (SERS)

Contractually Required Contribution 16,780$    6,718$    11,404$    16,855$    

Contributions in Relation to the 

Contractually Required Contribution (16,780) (6,718) (11,404) (16,855)

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

SCM's Covered Payroll (2) 119,857$    49,763$    84,474$    120,393$    

Pension Contributions as a Percentage of

Covered Payroll 14.00% 13.50% 13.50% 14.00%

State Teachers Retirement System (STRS)

Contractually Required Contribution 42,578$    39,062$    45,588$    42,454$    

Contributions in Relation to the 

Contractually Required Contribution (42,578) (39,062) (45,588) (42,454)

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

SCM's Covered Payroll (2) 304,129$    279,014$    325,629$    303,243$    

Pension Contributions as a Percentage of

Covered Payroll 14.00% 14.00% 14.00% 14.00%

(1) Information prior to fiscal year 2011 is not available.

(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.

ConstellationSchools:  Stockyard Community Middle

Cuyahoga County, Ohio

Required Supplementary Information

Schedule of the SCM's Contributions  - Pension

Last Ten Fiscal Years (1)
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2016 2015 2014 2013 2012 2011

21,872$    4,948$    11,146$    5,447$    4,912$    n/a

(21,872) (4,948) (11,146) (5,447) (4,912) n/a

0$    0$    0$    0$    0$    n/a

156,229$    37,542$    80,418$    39,357$    36,520$    n/a

14.00% 13.18% 13.86% 13.84% 13.45% n/a

41,944$    34,680$    37,187$    41,060$    33,546$    26,040$    

(41,944) (34,680) (37,187) (41,060) (33,546) (26,040)

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

299,600$    247,714$    286,054$    315,846$    258,046$    200,308$    

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)

SCM's Proportion of the Net OPEB Liability 0.00363689% 0.00239710% 0.00337124% 0.00493578%

SCM's Proportionate Share of the Net OPEB Liability 91,460$        66,502$     90,475$        140,688$       

SCM's Covered Payroll (2) 49,763$        84,474$     120,393$       156,229$       

SCM's Proportionate Share of the Net OPEB Liability
as a Percentage of its Covered Payroll 183.79% 78.72% 75.15% 90.05%

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)

SCM's Proportion of the Net OPEB Liability (Asset) 0.00246094% 0.00286574% 0.00275879% 0.00321959%

SCM's Proportionate Share of the Net OPEB Liability (Asset) (40,759)$       (46,049)$       107,638$       172,185$       

SCM's Covered Payroll (2) 279,014$       325,629$       303,243$       299,600$       

SCM's Proportionate Share of the Net OPEB Liability (Asset)
as a Percentage of its Covered Payroll -14.61% -14.14% 35.50% 57.47%

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.

Constellation Schools:  Stockyard Community Middle
Cuyahoga County, Ohio

Required Supplementary Information
Schedule of the SCM'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.

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

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) 380$    249$    422$    258$    

Contributions in Relation to the 

Contractually Required Contribution (380) (249) (422) (258)

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

SCM's Covered Payroll (3) 119,857$    49,763$    84,474$    120,393$    

OPEB Contributions as a Percentage of 

Covered Payroll (1) 0.32% 0.50% 0.50% 0.21%

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$    

SCM's Covered Payroll (3) 304,129$    279,014$    325,629$    303,243$    

OPEB Contributions as a Percentage of 

Covered Payroll 0.00% 0.00% 0.00% 0.00%

(1) Includes surcharge

Cuyahoga County, Ohio

Required Supplementary Information

Schedule of the SCM's Contributions - OPEB

Last Ten Fiscal Years (2)

(3) 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

671$    790$    588$    703$    971$    n/a

(671) (790) (588) (703) (971) n/a

0$    0$    0$    0$    0$    n/a

156,229$    37,542$    80,418$    39,357$    36,520$    n/a

0.43% 2.10% 0.73% 1.79% 2.66% n/a

0$    0$    2,861$    3,158$    2,580$    2,003$    

0 0 (2,861) (3,158) (2,580) (2,003)

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

299,600$    247,714$    286,054$    315,846$    258,046$    200,308$    

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: Stockyard Community Middle
Cuyahoga County, Ohio
3200 W 65th St,
Cleveland, OH 44102

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: Stockyard 
Community Middle, Cuyahoga 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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Constellation Schools: Stockyard Community Middle
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
Page 2 of 2

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: Stockyard Community Middle
Cuyahoga 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 $103,464 and the 
Federal and State Grants were understated by $103,464.

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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