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AUDITOR OF STATE BULLETIN 2000-013
AUGUST 22, 2000

TO: ALL SCHOOL TREASURERS
ALL INDEPENDENT PUBLIC ACCOUNTANTS

SUBJECT: REVISED DEROLPH SCHOOL FUNDING NOTE TO THE FINANCIAL
STATEMENTS

Attached is a revised sample note describing the school funding decision as last rendered by
the Ohio Supreme Court in May, 2000. You may find this sample useful in preparing your annual
financial statements for the year ended June 30, 2000.

If you have any questions about this matter, please contact Accounting and Auditing Support
at (800) 282-0370.

Note NN -State School Funding Decision

On March 24, 1997, the Ohio Supreme Court rendered a decision declaring certain portions of the
Ohio school funding plan unconstitutional.  The Court stayed the effect of its ruling for one year to
allow the State’s legislature to design a plan to remedy the perceived defects in the system.  Declared
unconstitutional was the State’s “school foundation program”, which provides significant amounts
of monetary support to the School District.  During the fiscal year ended June 30, [YYYY -  the year
being reported upon], the School District received $NN,NNN,NNN of school foundation support
for its general fund. 

(From the following three paragraphs, include only those programs in which the School District
participates.)

The Court also declared the emergency school loan assistance program unconstitutional.  The
emergency school loan program allowed the School District to borrow money from a
commercial financial institution with repayment going directly to the lender from the State
through withholding a portion of the School District’s future school foundation payments.
As of June 30, [YYYY] the School District has an outstanding balance due of  $NNN,NNN
borrowed under this program; the final payment of this note will be made in fiscal year
YYYY.  The terms of the debt are further described in Note NN to these financial statements.

Also, the Court declared the spending reserve borrowing program unconstitutional.  The
spending reserve program allowed the School District to borrow against amounts anticipated
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to be collected from tangible personal property taxes after the School District’s June 30 fiscal
year end.  During the fiscal year ended June 30, [YYYY], the School District did not borrow
under this program. [Or:  During the fiscal year ended June 30, [YYYY], the School District
borrowed $N under this program. This amount will be repaid during the subsequent fiscal
year].  However, the District repaid $N million borrowed in fiscal year [YYYY].
Historically, the School District has relied on this borrowing to meet its cash flow needs at
the end of each fiscal year.  State statute has been amended to gradually decrease the annual
amount that may be borrowed under this program.  

In addition, the Court declared the classroom facilities program unconstitutional, because,
in the Court’s opinion, the program had not been sufficiently funded by the State.  The
classroom facilities program provided money to build schools and furnish classrooms. As
of  June 30, [YYYY], the School District had received a total of $N.N million under this
program. 

Since the Supreme Court ruling, numerous pieces of legislation have been passed by the State
General Assembly in an attempt to address the issues identified by the Court.  The Court of Common
Pleas in Perry County reviewed the new laws and, in a decision issued on February 26, 1999,
determined they are not sufficiently responsive to the constitutional issues raised under the “thorough
and efficient” clause of the Ohio Constitution.  The State appealed the decision made by the Court
of Common Pleas to the Ohio Supreme Court. On May 11, 2000, the Ohio Supreme Court rendered
an opinion on this issue. The Court concluded, “...the mandate of the [Ohio] Constitution has not
been fulfilled.” The Court’s majority recognized efforts by the Ohio General Assembly taken in
response to the Court’s March 24, 1997, decision, however, it found seven “...major areas warrant
further attention, study, and development by the General Assembly...”, including the State’s reliance
on local property tax funding, the state’s basic aid formula, the school foundation program, as
discussed above, the mechanism for, and adequacy of, funding for school facilities, and the existence
of the State’s School Solvency Assistance Fund, which the Court found took the place of the
unconstitutional emergency school loan assistance program.

The Court decided to maintain jurisdiction over these issues and continued the case at least until June
15, 2001.

As of the date of these financial statements, the School District is unable to determine what effect,
if any, this ongoing litigation will have on its future State funding under this program (these
programs) and on its financial operations. 


