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Good Morning Senators Lehner, Gardner, and Sykes and Representatives Cupp, Hambley, and Ingram. Thank you for the opportunity to testify regarding expanded footnote disclosure for community school operators.  
 
HB 2 included an expanded financial disclosure for management companies regarding how they spend the community school’s money.  Ohio required management companies to detail the nature and costs of services they were providing to the schools in 24 different categories.  Unfortunately, some of the categories we recommended were not included in the final bill. 
As the committee knows, this Office has been advocating for increased accountability and transparency in community school financial reporting since 2015.  Community school financial reporting objectives are influenced by the characteristics of the operating environment and by the needs of those who use community school financial reports.  There are three primary user groups: the citizens of Ohio, legislature, and oversight bodies, including sponsors, the Ohio Department of Education, and this Office.  These groups use community school financial reports principally to assess financial condition; to assist in determining compliance with finance-related laws, rules, and regulations; and to assist in evaluating efficiency and effectiveness.  Financial reporting plays a major role in fulfilling a community school’s duty to be publicly accountable.  The public has a right to know how much money a management company spends on community school students in the classroom.  
We recommend the legislature expand the footnote disclosure for management companies to include the following spending categories to increase transparency, compliance, and accountability in our community schools:
· Communications, 
· Advertising and promotion, 
· Travel, 
· Food, 
· Books/Periodicals/Films,
· Overhead, 
· In-kind Donations,
· Lobbying, 
· Accounting, 
· Legal Services, and 
· Information Technology.  
Additionally, the trigger for management company footnote disclosure is currently based upon a management company receiving more than twenty percent of the annual gross revenues of a community school.   Some management companies have interpreted this to exclude their subsidiaries or vendors they contract to perform services on their behalf, such as a payroll processing service organization.   
The legislature should amend the footnote disclosure trigger language to include “subsidiaries and service organizations of management companies” in the calculation (receives more than 20% of annual gross revenues) requiring the footnote disclosure. [Ohio Rev. Code §3314.024]
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