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IMPORTANT NOTE
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This guidance is not only
referring to ODE ‘claw 
backs’ – it is referring to 
ANY changes that affect 
funding or payments.

Sample Foundation Settlement
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June 2016
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http://education.ohio.gov/Topics/Finance‐and‐Funding/School‐Payment‐
Reports/State‐Funding‐For‐Schools/Community‐School‐Funding

Foundation Settlement & 
FTE Adj. Reports
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FTE Adj. Report Example
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Sample Foundation Settlement

9
June 2017

Ohio Rev. Code § 3314.08 provides the formula by which community
schools are funded.

The community school’s Foundation funding is based on the
annualized full‐time equivalent (FTE) enrollment of each student.

Comm. schools enter data concerning the students into EMIS and the
EMIS data populates the SOES which is used by ODE to inform public
districts about their students who are enrolled in community schools.

Why FTE & Foundation Rev. Change

10
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Based on the reported numbers, ODE calculates and subtracts the
appropriate amount of state aid from each traditional school district. The
amount subtracted is paid to the corresponding community school entitled
to receive those funds.

Community schools are able to continuously update estimated student
FTE information in EMIS, but must report actual FTE information no
later than the end of the school year.

ODE continues to adjust the FTE used for the funding formula as the school
updates its information throughout the year.

Why FTE & Foundation Rev. Change

11

At the close of the school’s fiscal year, ODE will reconcile the Final FTE
Foundation payments and determine whether the school has a
corresponding receivable from or payable due to ODE based upon the
accumulation of student FTE’s throughout the year.

These adjustments are referred to in the remaining slides as ‘Final FTE
Adjustments’.

In prior years ODE has made anywhere from 1‐5 Final FTE Adjustments for
each year.

Why FTE & Foundation Rev. Change

12
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Ohio Rev. Code § 3314.08 also mandates FTE reviews, which
ODE performs to verify the accuracy of the enrollment and
attendance data reported by community schools into EMIS.

These reviews can also result in a corresponding receivable
from or payable due to ODE based upon the results.

If these results are not appealed, they are included in the
Final FTE Adjustments.

When the results are appealed, they are handled through a
different process by ODE.

Why FTE & Foundation Rev. Change
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#1 

Review All 
Contracts

#2 

Create Written 
Policy

#3 

Perform True‐up 
Calculation(s)

#4 

Obtain Legal 
Opinion(s)

#5

Initiate    
Repayments

#6

Determine Financial 
Statement Impact

#7

Maintain File of 
Support for Audit

Summary of What to Do Now

15

#1 Review All Contracts

16

Sponsor 
Agreements

Management 
Company  / 
Operator 
Agreements

Vendors (ie. 
education service 
providers, online 
software, etc.)

Community Schools must review all contracts/agreements
to determine if paid on a percentage or number of
ADM/FTE, students, revenues, etc. (anything that changes).

Examples of such contracts / agreements include:



9/15/2017

9

How often the true‐up calculations/payments
will occur

If contract is based on number of ‘students’
– legal interpretation/definition of such

Based on agreements, which components from
the Foundation Settlement are considered in
payment calculation

#2 Create a Written Policy

17

If the same vendor/sponsor/management company is still
being used, will current year payments be calculated net of
adjustments or in a true‐up at end

If change vendor / sponsor / management company, will
the school require full repayment prior to the change –
will the school include a clause in agreements for such

Depending on the financial stability of the management
company/sponsor/vendor, will the school require
collateralization or other assurances of potential future re‐
payments

#2 Create a Written Policy

18
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Sample Foundation Settlement

19

• Fy 16 ‐ #1, #2, #3, #4

• These include both ‘flags’ in the system
being resolved and adj’s due to FTE rev’s
when the school did not appeal the results.

ODE’s 
‘Final    

FTE Adj’s’

•When the School did appeal their FTE
review results, these are considered isolated
instances and therefore do not run through
the normal ‘Final FTE Adjustment’ process.
There would be an additional adjustment
made once the hearing or settlement
agreement is finalized.

Appealed 
FTE 

Reviews

#3 Perform True‐Up 
Calculation(s)

20
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#4 Obtain Legal Opinion(s)

21

Policy Calculation(s)
Whether Reimb. 
is Due to the 
Comm. School

Legal counsel must be independent of the sponsor /
management co. / vendor the consultation involves.

#5 Initiate Re‐Payments

22

Send Bills / 
Sign Re‐
Pmt. 

Agreements

Mgmt. 
Co.

Vendor(s)Sponsor
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#6 Determine Financial 
Statement Impact

23

Auditors will check for 
the true‐up’s beginning 
with the Fy 2016 FTE 

Adj’s.

#6 Determine Financial 
Statement Impact

24

Fy 16 FTE Adj’s

•Determine if a receivable / payable 
needs booked

•Determine if Net Position at 
Beginning of year needs restated

•Determine if repayment plan(s) 
need disclosed in footnotes

•If school appealed and not settled 
yet, determine if disclosure is 
needed (including disclosure on 
potential repayment from/to 
sponsor/mgmt. co./vendor).

Fy 17 FTE Adj’s

•Adj. #1 occurred on 9/14/17 
foundation settlement

•Adj. #2 planned for December 
2017

•Determine if need Comm. School 
foundation contingency footnote 
(including appeal if applicable) & 
if should be expanded to include 
amounts due from/to 
Sponsor/Mgmt. Co./Vendor

Fy 2017 Financial Statements
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Fy 16 FTE Adj’s

•If audit fieldwork is not yet complete

•Determine if a receivable / payable needs booked

•Determine if repayment plan(s) need disclosed in footnotes

•If school appealed and not settled yet, determine if disclosure is needed 
(including disclosure on potential repayment from/to sponsor/mgmt. 
co./vendor).

25

#6 Determine Financial 
Statement Impact

Fy 2016 Financial Statements

Listing of 
Contracts / 
Agreements

Copies of 
Affected 

Agreements
Written Policy

Each True‐Up 
Calculation

Related Legal 
Consultations

Repayment 
Plans if Not 
Pd. In Full

#7 Maintain File of Support for Audit

26

Auditors will review the schools calculations and
assess if a reasonable conclusion was reached.
Schools must maintain a file for auditors including:
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Finding For Recovery (FFR)

28

Ohio Rev. Code § 117.28
authorizes the Auditor of
State to report a finding for
recovery in audit reports
when legal action may be
appropriate to recover
public money or property.
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The true‐up calculation(s)/evaluation(s) have not been
performed and the auditor determines an amount is due,
OR

An unreasonable legal evaluation/determination has
been relied on, OR

The amount due has not been repaid, or is not in the
process of being repaid under the terms of a reasonable
and enforceable repayment agreement.

Auditors Will Likely Issue 
FFR’s When:

29

Only overpayments to community schools are being
covered in this presentation (ie. money due back to ODE
from the school).

However, if a school had Final FTE Adjustments from
ODE that resulted in positive amounts (additional money
due to the community school from ODE), they should also
perform a true‐up calculation/payment to their sponsor /
vendor / management company.

Calculations Resulting in 
Underpayments

30
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Occasionally a school receives July/August foundation
when they were not eligible.

• ie. Failure to obtain minimum # of students

• ie. Planning to open, but does not

Often in these cases ODE requires 100% of these funds to
be repaid to ODE.

In these cases for any contracts/agreements paid on a
percentage or number of ADM/FTE, students, revenues,
etc. the community school must assess their contracts and
make a determination whether such payments made are
due back to the community school.

Closed Schools – Pmts. Received

31

Occasionally a school closes and still owes $ to ODE

• ie.. Final FTE Adj.  from prior or current year

• ie.  FTE review hearing/settlement agreements from prior or 
current yr.

Occasionally the foundation settlement or Final FTE Adj. report
may ‘appear’ that the community school received some funds,
but ODE actually did not remit those funds to the school.

Be sure to evaluate whether the school actually received all
amounts showing on the Foundation Settlement and Final FTE
Adj. reports when performing these true‐up calculations.

In situations where a community school closes and still owes
ODE money, a Finding for Recovery will be issued.

Closed Schools – $ Owed to ODE

32



9/15/2017

17

33

School A – Fy 2016 FTE Adj’s

34

Had both positive and negative ‘final FTE adj’s’ (#1‐#4)

Had a claw back due to ODE FTE review/appeal

Had a Mgmt. Co. contract based on % of revenue

Had a Sponsor contract based on % of revenue

Had a Software Vendor contract based on % of revenue
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School A – Fy 2016 FTE Adj’s

35

Amt. Paid to 

Mgmt. Co.

Amt. Should Have 

Been Pd.

Total State Support Received $1,000,000 $1,000,000

+ Additional Aid Items + $7,000 + $7,000

+/‐ Fy 2016 Final FTE Adj. #1 + $6,000

+/‐ Fy 2016 Final FTE Adj. #2 ($1,000)

+/‐ Fy 2016 Final FTE Adj. #3 + $3,000

+/‐ Fy 2016 Final FTE Adj. #4 $0

FTE Review/Appeal Decision ($40,000)

Total $1,007,000 $975,000

Mult. By % Due 3% 3%

Equals Amount Paid/Due $30,210 $29,250

Overpayment to Mgmt. Co. $960

School A – Fy 2016 FTE Adj’s

36

Amt. Paid to 

Sponsor

Amt. Should Have 

Been Pd.

Total State Support Received $1,000,000 $1,000,000

+ Additional Aid Items + $7,000 + $7,000

+/‐ Fy 2016 Final FTE Adj. #1 + $6,000

+/‐ Fy 2016 Final FTE Adj. #2 ($1,000)

+/‐ Fy 2016 Final FTE Adj. #3 + $3,000

+/‐ Fy 2016 Final FTE Adj. #4 $0

FTE Review/Appeal Decision ($40,000)

Total $1,007,000 $975,000

Mult. By % Due 3% 3%

Equals Amount Paid/Due $30,210 $29,250

Overpayment to Sponsor $960
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School A – Fy 2016 FTE Adj’s

37

Amt. Paid to 

Software Vendor

Amt. Should Have 

Been Pd.

Total State Support Received $1,000,000 $1,000,000

+ Additional Aid Items + $7,000 + $7,000

+/‐ Fy 2016 Final FTE Adj. #1 + $6,000

+/‐ Fy 2016 Final FTE Adj. #2 ($1,000)

+/‐ Fy 2016 Final FTE Adj. #3 + $3,000

+/‐ Fy 2016 Final FTE Adj. #4 $0

FTE Review/Appeal Decision ($40,000)

Total $1,007,000 $975,000

Mult. By % Due 5% 5%

Equals Amount Paid/Due $50,350 $48,750

Overpayment to Software Vendor $1,600

School B – Fy 2016 FTE Adj’s

38

Had only negative ‘final FTE adj’s’ (#1‐#4)

No claw back due to ODE FTE review/appeal

No Mgmt. Co.

No vendor contracts based on rev, students, FTE/ADM, etc.

Had a  Sponsor contract based on % of revenue
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School B – Fy 2016 FTE Adj’s

39

Amt. Paid to 

Sponsor

Amt. Should Have 

Been Pd.

Total State Support Received $5,000,000 $5,000,000

+ Additional Aid Items + $35,000 + $35,000

+/‐ Fy 2016 Final FTE Adj. #1 ($60,000)

+/‐ Fy 2016 Final FTE Adj. #2 ($50,000)

+/‐ Fy 2016 Final FTE Adj. #3 ($20,000)

+/‐ Fy 2016 Final FTE Adj. #4 $0

Total $5,035,000 $4,905,000

Mult. By % Due 2% 2%

Equals Amount Paid/Due $100,700 $98,100

Overpayment to Sponsor $2,600

40
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Community School Overpayments Webinar

Office of the Auditor of State
88 East Broad Street

Columbus, Ohio 43215

(800) 282‐0370

Robert Hinkle, Chief Deputy Auditor 

RRHinkle@ohioauditor.gov

Kelly Berger‐Davis, Quality Assurance & Technical Specialist 

KMBerger‐Davis@ohioauditor.gov
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Ohio Auditor of State
Dave Yost

88	E.	Broad	St.
Columbus,	Ohio	43215

Phone:	(800)	282‐0370			Fax:	(614)	466‐4490
Email:	ContactUs@OhioAuditor.gov
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