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JAMES G. ZUPKA, C.P.A., INC.
Certified Public Accountants

5240 East 98th Street
Garfield Hts., Ohio 44125
_________________

Member American Institute of Certified Public Accountants                                         (216) 475 – 6136                                                                     Ohio Society of Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

Board of Education The Honorable Keith Faber
Southeastern Local School District Auditor of State
South Charleston, Ohio State of Ohio

Report on the Financial Statements

We have audited the accompanying modified cash basis financial statements of the governmental activities,  
each major fund, and the aggregate remaining fund information of the Southeastern Local School District, 
Clark County, Ohio, as of and for the year ended June 30, 2018, and the related notes to the financial 
statements, which collectively comprise the District’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 the modified cash accounting basis described in Note 2; this includes determining that the 
modified cash accounting basis is an acceptable basis for the presentation of the financial statements in the 
circumstances.  Management is also responsible for 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 opinions 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 District’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 Southeastern 
Local School District, Ohio’s internal control.  Accordingly, we express no such opinion.  An audit also 
includes evaluating the appropriateness of accounting policies used and reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall financial statement 
presentation.  

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective modified cash financial position of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Southeastern Local School District, Ohio, as of June 30, 2018, 
and the respective changes in modified cash financial position thereof for the year then ended in accordance 
with the basis of accounting described in Note 2. 

Accounting Basis

Ohio Administrative Code Section §117-2-03 (B) requires the District to prepare its annual financial report 
in accordance with accounting principles generally accepted in the United States of America.  We draw 
attention to Note 2 of the financial statements, which describes the basis applied to these statements, which 
is a basis other than generally accepted accounting principles.  We did not modify our opinion regarding 
this matter.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 19,
2019, on our consideration of the Southeastern Local School District, Ohio’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters.  The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide an opinion 
on internal control over financial reporting or on compliance.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the Southeastern Local 
School District, Ohio’s internal control over financial reporting and compliance.

James G. Zupka, CPA, Inc.
Certified Public Accountants

November 19, 2019

James G. Zupka, 
CPA, President

Digitally signed by James G. Zupka, CPA, 
President 
DN: cn=James G. Zupka, CPA, President, 
o=James G. Zupka, CPA, Inc., ou=Accounting, 
email=jgz@jgzcpa.com, c=US 
Date: 2019.11.26 08:13:49 -05'00'
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Southeastern Local SchoolDistrict, Clark County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Fund Accounting

The District uses funds to maintain its financial records during the fiscal year. Fund accounting is
designed to demonstrate legal compliance and to aid management by segregating transactions related
to certain District functions or activities. A fund is defined as a fiscal and accounting entity with a self
balancing set of accounts. The various funds of the District are grouped into the categories
governmental and fiduciary.

Governmental Funds

Governmental funds focus on the sources, uses and balances of current financial resources.
Expendable assets are assigned to the various governmental funds according to the purposes for
which they may or must be used. The following are the District’s major governmental fund:

General Fund The general fund is used to account for all financial resources except those
required to be accounted for in another fund. The general fund balance is available for
any purpose provided it is expended or transferred according to the general laws of Ohio.

The other governmental funds of the District account for grants and other resources whose use is
restricted to a particular purpose.

Fiduciary Funds

Fiduciary fund reporting focuses on net cash position and changes in net cash position. The
fiduciary fund category is split into four classifications: pension trust funds, investment trust
funds, private purpose trust funds and agency funds. Trust funds are used to account for assets
held by the District under a trust agreement for individuals, private organizations, or other
governments and are therefore not available to support the District’s own programs. Agency
funds are custodial in nature (assets equal liabilities) and do not involve measurement of results
of operations. The District has a student managed activity agency fund which accounts for
assets generated by student managed activities and an a cafeteria plan/section 125 fund which
accounts for assets generated by this fund.

Basis of Presentation

Government wide Financial Statements

The statement of net position modified cash basis and the statement of activities modified
cash basis display information about the District as a whole. These statements include the
financial activities of the primary government, except for fiduciary funds.

The government wide statement of activities compares disbursements with program receipts
for each function or program of the District’s governmental activities. These disbursements are
those that are specifically associated with a service, program or department and are therefore
clearly identifiable to a particular function. Program receipts include charges paid by the
recipient of the goods or services offered by the program and grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program. Receipts
which are not classified as program receipts are presented as general receipts of the District.
The comparison of direct disbursements with program receipts identifies the extent to which
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Southeastern Local SchoolDistrict, Clark County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

each business segment or governmental function is self financing on the modified cash basis or
draws from the general receipts of the District.

Fund Financial Statements

The fund financial statements report more detailed information about the District. The focus of
governmental fund financial statements is on major funds rather than reporting funds by type.
Fund statements present each major fund in a separate column and aggregate non major funds
in a single column. Fiduciary funds are reported by fund type.

Budgetary Process

The budgetary process is prescribed by provisions of the Ohio Revised Code and entails the preparation
of budgetary documents within an established timetable. The major documents prepared are the tax
budget, the certificate of estimated resources, and the appropriation resolution, all of which are
prepared on the budgetary basis of accounting. The certificate of estimated resources and the
appropriation resolution are subject to amendment throughout the fiscal year with the legal restriction
that assignment by fund cannot exceed estimated resources, as certified.

All funds, other than agency funds, are legally required to be budgeted and appropriated. The legal level
of budgetary control is at the fund level for all funds other than the general fund which is at the
fund/function level. Any budgetary modifications at this level may only be made by resolution of the
Board of Education.

Tax Budget Prior to January 15, the Superintendent and Treasurer submit to the Board of Education a
proposed operating budget for the fiscal year commencing the following July 1. The budget includes
proposed cash disbursements and the means of financing for all funds. Public hearings are publicized
and conducted to obtain taxpayers' comments. The express purpose of this budget document is to
reflect the need for existing (or increased) tax rates. By no later than January 20, the Board adopted
budget is filed with the County Budget Commission for rate determination.

Estimated Resources By April 1, the Board of Education accepts, by formal resolution, the tax rates as
determined by the County Budget Commission and receives the Commission's certificate of estimated
resources which states the projected receipts of each fund. Prior to June 30, the School District must
revise its budget so that total contemplated cash disbursements from any fund during the ensuing year
will not exceed the amount stated in the certificate of estimated resources. The revised budget then
serves as the basis for the appropriation measure. On or about July 1, the certificate is amended to
include any unencumbered cash balances from the preceding year. The certificate may be further
amended during the year if projected increases or decreases in receipts are identified by the School
District Treasurer. The amounts reported in the final budget column of the budgetary statements reflect
the amounts in the amended certificate that was in effect at the time the final appropriations were
passed by the Board of Education.

Appropriations Upon receipt from the County Auditor of an amended certificate of estimated resources
based on final assessed values and tax rates or a certificate saying no new certificate is necessary, the
annual appropriation resolution is legally enacted by the Board of Education. Prior to the passage of the
annual appropriation measure, the Board may pass a temporary appropriation measure to meet the
ordinary cash disbursements of the School District. The total of cash disbursements and encumbrances
may not exceed the appropriation totals at the legal level of control.

10



Southeastern Local SchoolDistrict, Clark County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

The Board may pass supplemental fund appropriations so long as the total appropriations by fund do
not exceed the amounts set forth in the most recent certificate of estimated resources. During the year,
eight supplemental appropriations were legally enacted; however, these amendments were not
significant. The budget figures which appear in the statements of budgetary comparisons represent the
final appropriation amounts passed during the year, including all supplemental appropriations. Formal
budgetary integration is employed as a management control device by the Board of Education during
the year for all funds, other than agency funds, at the fund level other than the general fund which is at
the fund/function level, consistent with statutory provisions.

Encumbrances As part of formal budgetary control, purchase orders, contracts and other commitments
for the cash disbursement of monies are recorded as the equivalent of cash disbursements on the non
GAAP budgetary basis in order to reserve that portion of the applicable appropriation and to determine
and maintain legal compliance. Encumbrances outstanding at fiscal year end are reported as an
assignment of fund balance for subsequent year cash disbursements for general fund and as restricted
or committed fund balances for all other governmental funds.

Lapsing of Appropriations At the close of each fiscal year, the unencumbered balance of each
appropriation reverts to the respective fund from which it was appropriated and becomes subject to
future appropriation. Encumbered appropriations are carried forward to the succeeding fiscal year and
are not re appropriated.

Cash and Cash Equivalents

To improve cash management, cash received by the School District is pooled. Monies for all funds are
maintained in this pool. Individual fund integrity is maintained through the School District’s records.
Each fund's interest in the pool is presented as "Equity in Pooled Cash and Investments" on the
statement of net position – modified cash basis and governmental fund statement of assets and fund
balances – modified cash basis.

During fiscal year 2018, investments were limited to Federal Home Loan Mortgage Corporation (FHLMC)
securities, commercial paper, Federal National Mortgage Association (FNMA) securities, negotiable
certificates of deposit (negotiable CDs) and U.S. government money market mutual funds. Investments
are reported at fair value which is based on quoted market prices.

The Board of Education has, by resolution, specified the funds to receive an allocation of interest
earnings. Interest receipts credited to the General Fund during fiscal year 2018 amounted to $12,400
and $95,436 was credited to other governmental funds.

Interfund Balances

The District reports advances in and advances out for interfund loans. These items are not reflected as
assets and liabilities in the accompanying financial statements.

Inventory and Prepaid Items

The District reports disbursements for inventory and prepaid items when paid. These items are not
reflected as assets in the accompanying financial statements.

11



Southeastern Local SchoolDistrict, Clark County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Capital Assets and Depreciation

Acquisitions of property, plant, and equipment are recorded as disbursements when paid. The financial
statements do not report these assets.

Accrued Liabilities and Long Term Obligations

Modified cash basis financial statements do not report liabilities for bonds and other long term
obligations. Proceeds of debt are reported when cash is received and principal and interest payments
are reported when disbursements are made.

Pensions/Other Postemployment Benefits (OPEB)

For purposes of measuring the net pension/OPEB liability, information about the fiduciary net position
of the pension/OPEB plans and additions to/deductions from their fiduciary net positon have been
determined on the same basis as they are reported by the pension/OPEB plan. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. The pension/OPEB plans report investments at fair value.

Compensated Absences

Employees are entitled to cash payments for unused vacation and sick leave in certain circumstances
such as upon leaving employment. Unpaid vacation and sick leave are not reflected as liabilities under
the modified cash basis of accounting used by the District.

Interfund Activity

Exchange transactions between funds are reported as receipts in the seller funds and as cash
disbursements in the purchase funds. Flows of cash or goods from one fund to another without
requirement for repayment are reported as interfund transfers. Repayments from funds responsible for
particular cash disbursements to the funds that initially paid for them are not presented on the financial
statements.

Fund Balance

Fund balance is divided into five classifications based primarily on the extent to which the District is
bound to observe constraints imposed upon the use of the resources in the governmental funds. The
classifications are as follows:

Nonspendable The nonspendable fund balance category includes amounts that cannot be spent
because they are not in spendable form, or legally or contractually required to be maintained intact.
The “not in spendable form” criterion includes items that are not expected to be converted to cash.

Restricted – Fund balance is reported as restricted when constraints placed on the use of resources
are either externally imposed by creditors (such as through debt covenants), grantors, contributors,
or laws or regulations of other governments or is imposed by law through constitutional provisions.
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Southeastern Local SchoolDistrict, Clark County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Committed – The committed fund balance classification includes amounts that can be used only for
the specific purposes imposed by a formal action (resolution) of the School District’s governing
board. Those committed amounts cannot be used for any other purpose unless the governing board
removes or changes the specified use by taking the same type of action (resolution) it employed to
previously commit those amounts. Committed fund balance also incorporates contractual
obligations to the extent that existing resources in the fund have been specifically committed for
use in satisfying those contractual requirements.

Assigned – Amounts in the assigned fund balance classification are intended to be used by the
District for specific purposes but do not meet the criteria to be classified as restricted or committed.
In governmental funds other than the general fund, assigned fund balance represents the remaining
amount that is not restricted or committed. In the general fund, assigned amounts represent
intended uses established by the District’s governing board.

Unassigned – Unassigned fund balance is the residual classification for the general fund and includes
all spendable amounts not contained in the other classifications. In other governmental funds, the
unassigned classification is used only to report a deficit balance resulting from overspending for
specific purposes for which amounts had been restricted, committed, or assigned.

The School District applies restricted resources first when cash disbursements are incurred for purposes
for which either restricted or unrestricted (committed, assigned and unassigned) amounts are available.
Similarly, within unrestricted fund balance, committed amounts are reduced first followed by assigned,
and then unassigned amounts when cash disbursements are incurred for purposes for which amounts in
any of the unrestricted fund balance classifications could be used.

Net Position

Net position are reported as restricted when there are limitations imposed on their use either through
the enabling legislation adopted by the School District or through external restrictions imposed by
creditors, grantors, or laws or regulations of other governments. At year end, the School District had no
net position restricted by enabling legislation.

Note 3 Fund Balances

Fund balance is classified as non spendable, restricted, committed, assigned and/or unassigned based
primarily on the extent to which the School District is bound to observe constraints imposed upon the
use of the resources in the governmental funds. The constraints placed on fund balance for the major
governmental funds and all other governmental funds are presented below:

13



Southeastern Local SchoolDistrict, Clark County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Nonmajor
Governmental

Fund Balances General Funds Total

Restricted for:
Capital Improvements $0 $101,048 $101,048
Ohio Read Grant 0 2,300 2,300
District Managed Activities 0 5,190 5,190
Teachers Lounge 0 893 893
Title VI B 0 19 19
Chapter I 0 3,035 3,035
Miscellaneous State Grants 0 8,394 8,394

Total Restricted 0 120,879 120,879

Assigned to:
Encumbrances 222,509 0 222,509
Budgetary Resource 491,456 0 491,456
Public School 8,640 0 8,640

Total Assigned 722,605 0 722,605

Unassigned 6,376,436 0 6,376,436

Total Fund Balance $7,099,041 $120,879 $7,219,920

Note 4 – Deposits and Investments

Monies held by the School District are classified by State statute into three categories.

Active deposits are public deposits determined to be necessary to meet current demands upon the
School District treasury. Active monies must be maintained either as cash in the School District treasury,
in commercial accounts payable or withdrawable on demand, including negotiable order of withdrawal
(NOW) accounts, or in money market deposit accounts.

Inactive deposits are public deposits that the Board has identified as not required for use within the
current five year period of designation of depositories. Inactive deposits must either be evidenced by
certificates of deposit maturing not later than the end of the current period of designation of
depositories, or by savings or deposit accounts including, but not limited to, passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies which are not needed
for immediate use but which will be needed before the end of the current period of designation of
depositories. Interim deposits must be evidenced by time certificates of deposit maturing not more
than one year from the date of deposit or by savings or deposit accounts, including passbook accounts.

Protection of the School District's deposits is provided by the Federal Deposit Insurance Corporation
(FDIC), by eligible securities pledged by the financial institution as security for repayment, or by the
financial institutions participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of
eligible securities deposited with a qualified trustee and pledged to the Treasurer of State to secure the
repayment of all public monies deposited in the financial institution.

14



Southeastern Local SchoolDistrict, Clark County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Interim monies held by the School District can be deposited or invested in the following securities:

1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the
United States Treasury or any other obligation guaranteed as to principal and interest by the
United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, the Federal National
Mortgage Association, Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan
Mortgage Corporation, Government National Mortgage Association, and Student Loan
Marketing Association. All federal agency securities shall be direct issuances of federal
government agencies or instrumentalities;

3. Written repurchase agreements in the securities listed above provided that the market value of
the securities subject to the repurchase agreement must exceed the principal value of the
agreement by at least two percent and be marked to market daily, and that the term of the
agreement must not exceed thirty days;

4. Bonds and other obligations of the State of Ohio;

5. No load money market mutual funds consisting exclusively of obligations described in division
(1) or (2) and repurchase agreements secured by such obligations, provided that investments in
securities described in this division are made only through eligible institutions;

6. The State Treasurer's investment pool (STAR Ohio); and

7. Certain bankers’ acceptances and commercial paper notes for a period not to exceed one
hundred eighty days from the date of purchase in an amount not to exceed twenty five percent
of the interim monies available for investment at any one time.

Investments in stripped principal or interest obligations, reverse repurchase agreements, and derivatives
are prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of leverage, and
short selling are also prohibited. An investment must mature within five years from the date of
purchase, unless matched to a specific obligation or debt of the School District, and must be purchased
with the expectation that it will be held to maturity. Investments may only be made through specified
dealers and institutions. Payment for investments may be made only upon delivery of the securities
representing the investments to the treasurer or, if the securities are not represented by a certificate,
upon receipt of confirmation of transfer from the custodian.

Custodial credit risk for deposits is the risk that in the event of bank failure, the School District will not
be able to recover deposits or collateral securities that are in the possession of an outside party. At
fiscal year end, the carrying value of the School District’s cash deposits was $376,873 and the bank
balance was $469,610. As of year end, $219,610 of the School District’s bank balance was exposed to
custodial credit risk because it was uninsured and collateralized.

The School District has no deposit policy for custodial risk beyond the requirements of State statute.
Ohio law requires that deposits either be insured or be protected by:
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Southeastern Local SchoolDistrict, Clark County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Eligible securities pledged to the School District and deposited with a qualified trustee by the
financial institution as security for repayment whose market value at all times shall be at least
105% of the deposits being secured; or

Participation in the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible securities
deposited with a qualified trustee and pledged to the Treasurer of State to secure the
repayment of all public monies deposited in the financial institution. OPCS requires the total
market value of the securities pledged to be 102% of the deposits being secured or a rate set by
the Treasurer of State.

Investments

The School District’s investments at June 30, 2018 are as summarized as follows:

Fair Value Weighted Average
Value Hierarchy Maturity (Years)

Money Market Funds $1,722,521 N/A 0.00
Negotiable CDs 1,459,990 Level 2 0.63
Commercial Paper 1,890,377 Level 2 0.24
Federal Home Loan Mortgage Corp 673,769 Level 2 0.52
Federal National Mortgage Association 1,130,000 Level 2 2.72
Total Investments $6,876,657
Portfolio Weighted Average Maturity 0.68

The District categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for identical
assets. Level 2 inputs are significant other observable inputs. Level 3 inputs are significant
unobservable inputs. The above table identifies the District’s recurring fair value measurements as of
June 30, 2018.

Credit Risk – It is the School District’s policy to limit its investments that are not obligations of the U.S.
Government or obligations explicitly guaranteed by the U.S. Government to investments which have a
credit quality rating of the top 2 ratings by nationally recognized statistical rating organizations. The
School District’s investments in Federal Home Loan Mortgage Corporation, and Federal National
Mortgage Association were rated AA+ by Standard & Poor’s and Aaa by Moody’s. Commercial Paper
were rated A 1 and A 1+ by Standard & Poor’s and P 1 Moody’s. Investments in Negotiable CD’s and
money market funds were not rated. Negotiable CD’s and money market funds were fully insured by
FDIC.

Custodial Credit Risk – Custodial credit risk is the risk that in the event of a failure of a counter party, the
School District will not be able to recover the value of its investments or collateral securities that are in
the possession of an outside party. The School District’s investment securities are registered in the name
of the School District except for its investments in US Money Market Funds, which are not evidenced by
securities that exist in physical or book entry form.

Concentration of Credit Risk – The School District’s policy places no limit on the amount it may invest in
any one issuer. The School District has invested 25% in Money Market Funds, 21% in Negotiable CD’s,
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Southeastern Local SchoolDistrict, Clark County, Ohio
Notes to the Basic Financial Statements
For the Fiscal Year Ended June 30, 2018

Prior to 2017, an assumption of 3.0% was used for COLA or Ad Hoc COLA.

For 2017, the mortality rates were based on the RP 2014 Blue Collar Mortality Table with fully
generational projection and a five year age set back for both males and females. Mortality among
service retired members, and beneficiaries were based upon the RP 2014 Blue Collar Mortality Table
with fully generational projection with Scale BB, 130% of male rates, and 110% of female rates.
Mortality among disable members were based upon the RP 2000 Disabled Mortality Table, 90% for male
rates and 100% for female rates, set back five years is used for the period after disability retirement.

The long term return expectation for the Pension Plan Investments has been determined by using a
building block approach and assumes a time horizon, as defined in the SERS’ Statement of Investment
Policy. A forecasted rate of inflation serves as the baseline for the return expectation. Various real
return premiums over the baseline inflation rate have been established for each asset class. The long
term expected nominal rate of return has been determined by calculating an arithmetic weighted
average of the expected real return premiums for each asset class, adding the projected inflation rate,
and adding the expected return from rebalancing uncorrelated asset classes. The target allocation and
best estimates of arithmetic real rates of return for each major assets class are summarized in the
following table:

Long Term
Target Expected Real

Asset Class Allocation Rate of Return

Cash 1.00% 0.50%
US Stocks 22.50% 4.75%
Non US Stocks 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%

Discount Rate

The total pension liability was calculated using the discount rate of 7.50%. The projection of cash flows
used to determine the discount rate assumed the contributions from employers and from the members
would be computed based on contribution requirements as stipulated by State statute. Projected
inflows from investment earning were calculated using the long term assumed investment rate of return
7.50%. Based on those assumptions, the plan’s fiduciary net position was projected to be available to
make all future benefit payments of current plan members. Therefore, the long term expected rate of
return on pension plan investments was applied to all periods of projected benefits to determine the
total pension liability.

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate

Net pension liability is sensitive to changes in the discount rate, and to illustrate the potential impact the
following table presents the net pension liability calculated using the discount rate of 7.50%, as well as
what each plan’s net pension liability would be if it were calculated using a discount rate that is one
percentage point lower 6.50%, or one percentage point higher 8.50% than the current rate.
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JAMES G. ZUPKA, C.P.A., INC.
Certified Public Accountants

5240 East 98th Street
Garfield Hts., Ohio 44125

_________________

Member American Institute of Certified Public Accountants                                       (216) 475 - 6136                                                                     Ohio Society of Certified Public Accountants

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Education The Honorable Keith Faber
Southeastern Local School District Auditor of State
South Charleston, Ohio State of Ohio

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 governmental 
activities, each major fund, and the aggregate remaining fund information of the Southeastern Local School 
District, Clark County, Ohio, as of and for the year ended June 30, 2018, and the related notes to the
financial statements, which collectively comprise the Southeastern Local School District, Ohio’s basic 
financial statements and have issued our report thereon dated November 19, 2019, wherein we noted that 
the Southeastern Local School District, Ohio, uses a comprehensive basis of accounting other than 
accounting principles generally accepted in the United States of America. 

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Southeastern Local 
School District, Ohio’s internal control over financial reporting (internal control) to determine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Southeastern Local School District, Ohio’s internal control.  Accordingly, we do not express an opinion on 
the effectiveness of the Southeastern Local School District, Ohio’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 District’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. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses.  However, material weaknesses 
may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Southeastern Local School District, Ohio’s 
financial statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts.  However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not 
express such an opinion.  The results of our tests disclosed an instance of noncompliance or other matters 
that is required to be reported under Government Auditing Standards and which is described in the 
accompanying Schedule of Findings and Questioned Costs as Item 2018-001.

Southeastern Local School District Response to Finding

The Southeastern Local School District, Ohio’s response to the finding identified in our audit is described 
in the accompanying Schedule of Findings and Questioned Costs.  The Southeastern Local School District, 
Ohio’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 Southeastern Local 
School District, Ohio’s internal control or on compliance.  This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the District’s internal control 
and compliance.  Accordingly, this communication is not suitable for any other purpose.

James G. Zupka, CPA, Inc.
Certified Public Accountants

November 19, 2019

James G. Zupka, 
CPA, President

Digitally signed by James G. Zupka, CPA, 
President 
DN: cn=James G. Zupka, CPA, President, 
o=James G. Zupka, CPA, Inc., ou=Accounting, 
email=jgz@jgzcpa.com, c=US 
Date: 2019.11.26 08:14:24 -05'00'
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FINDINGS RELATED TO THE FINANCIAL STATEMENTS REQUIRED TO BE REPORTED 
IN ACCORDANCE WITH GAGAS

Finding 2018-001 – Noncompliance Finding – Annual Financial Report

Condition/Criteria
Ohio Revised Code Section 117.38 provides that each public office shall file a financial report for each 
fiscal year.  The Auditor of State may prescribe forms by rule or may issue guidelines, or both, for such 
reports.  If the Auditor of State has not prescribed a rule regarding the form for the report, the public office 
shall submit its report on the form utilized by the public office.   Ohio Administrative Code Section 117-2-
03 further clarifies the requirements of Ohio Revised Code Section 117.38.

Ohio Administrative Code Section 117-2-03(B) requires the District to prepare its annual financial report 
in accordance with accounting principles generally accepted in the United States of America.  However, 
the District prepares its financial statements and notes following the cash basis of accounting.  This is a 
comprehensive basis other than generally accepted accounting principles.

Effect
The accompanying financial statements and footnotes omit assets, liabilities, fund equities, and disclosures 
that, while material cannot be determined at this time.  Pursuant to the Ohio Revised Code Section 117.38, 
the District may be fined and subject to various other administrative remedies for its failure to file the 
required financial report within the required time limits.

Recommendation
We recommend the District take the necessary steps to ensure the annual report is prepared in accordance 
with generally accepted accounting principles.

District Response
The District intends to continue to prepare cash statements in order to save money.  
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The prior audit report, as of June 30, 2017, included a noncompliance finding.

Finding
Number Finding Summary Status Additional Information

2017-001 Failure to prepare financial statements in Not corrected. Repeated as Finding 2018-001
accordance with accounting principles
generally accepted in the United States
of America.

The prior audit report, as of June 30, 2017, also included management letter recommendations.  
Management letter recommendations as of June 30, 2017, have been corrected, repeated, or procedures 
instituted to prevent occurrences in this audit period.
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