O

ERIC

Aruitoxt provided by Eic:

DOCUMENT RESUME

ED 477 870 EA 032 585

TITLE Community Schools in Ohio: Implementation Issues and Impact
on Ohio's Education System. Volume I.

INSTITUTION Ohio State Legislative Office of Education Oversight,
Columbus.

PUB DATE 2003-04-00

NOTE 106p.; For Volume II, see EA 032 586.

AVAILABLE FROM

Legislative Office of Education Oversight, 77 South High
Street, 15th Floor, Columbus, OH 43266-0927. Tel: 614-752-
9686; Fax: 614-752-3058; Web site: |
http://www.loeo.state.oh.us. For full text:
http://www.loeo.state.oh.us/reports/
PreEleSecPDF/1CS_web.pdf.

PUB TYPE Reports - Evaluative (142)

EDRS PRICE EDRS Price MF01/PC05 Plus Postage.

DESCRIPTORS Academic Achievement; Accountability; *Charter Schools;
Community Control; *Community Schools; Educational Finance;
Elementary Secondary Education; Marketing of Education;
Neighborhood Schools; *Nontraditional Education; Public
Schools; School Choice; School Community Relationship;
*School Organization; School Policy; State Aid

IDENTIFIERS *Ohio

ABSTRACT

Community schools were created in Ohio to provide additional

educational options for children in low-performing schools and to develop
innovative teaching and management techniques that may be transferable to

traditional public schools.

In 1997 the Ohio General Assembly required the

Legislative Office of Education Oversight (LOEO) to evaluate the community
school initiative in Ohio. This is the fourth in a series of five reports
that evaluate the ongoing implementation of community schools and their
impact on student academic achievement and on Ohio's education system as a

whole.
findings,

This fourth report consists of two volumes.
conclusions,

Volume I contains LOEO's

and recommendations. Part 1 of Volume I contains

background information on community schools and a description of the studies
used for the report. Part 2 discusses implementation factors and issues of
community schools. Part 3 addresses the financial impact of community schools
on Ohio's educational system. Part 4 discusses community schools' impact on
educational programming, marketing, and customer service. Part 5 contains
conclusions and recommendations and a discussion on the impact of community
schools in Ohio. Each part contains a summary. To supplement the text are 11
exhibits. (tables, graphs, and maps). Also included are 11 appendices. (WFA)

Reproductions supplied by EDRS are the best that can be made
from the original document.




Community Schools in Ohio:
Implementation Issues and Impact on
Ohio’s Education System.

Volume 1.

ED 477 870

Legislative Office of Education Oversight

April 2003

U.S. DEPARTMENT OF EDUCATION
Oftice of Educational Research and Improvement PERMISSION TO REPRODUCE AND
EDUCATIONAL RESOURCES INFORMATION DISSEMINATE THIS MATERIAL HAS
. CENTER (ERIC) BEEN GRANTED BY
- This document has been reproduced as
received from the person or organization N C Za] ano
originating it. i
Q Minor changes have been made to improve
reproduction quality TO THE EDUCATIONAL RESOURCES
INFORMATION CENTER (ERIC)
e Points of view or opinions stated in this
document do not necessarily represent
official OERI position or policy. i 1

Ty,
>,
Ty
o
™
=
<
1]

BESTCOPY AVAILABLE

gV




EA0325¢gs5

Community Schools in Ohio:
Implementation Issues and Impact
on Ohio’s Education System

Volume [

LEGISLATIVE OFFICE OF EDUCATION OVERSIGHT
Columbus, Ohio
April 2003




LEGISLATIVE OFFICE OF EDUCATION OVERSIGHT
77 South High Street, 15" Floor
Columbus, OH 43215
Phone (614) 752-9686 Fax(614) 752-3058
Web Site: http://www.loeo.state.oh.us

SENATORS RESEARCH STAFF
Robert A. Gardner, Chair Gary M. Timko, Ph.D., Project Manager
Teresa Fedor Susan Campbell, Ph.D.
Bill M. Harris Cortney Rowland, M.A.
Larry A. Mumper J. Christopher Woolard, Ph.D.
C.J. Prentiss

_ ASSISTED BY
REPRESENTATIVES

Amy Wade, B.A.

Jamie Callender
Kenneth A. Carano FORMAT EDITOR
William Hartnett
Merle Grace Kearns ‘ Tamela Walker, B.S.

Arlene J. Setzer
ADMINISTRATIVE ASSISTANT
DIRECTOR

Stacy Lilly
Nancy C. Zajano, Ph.D.

CHIEF OF RESEARCH

Lindsey L. Ladd, MCRP, M.A.

The Legislative Office of Education Oversight (LOEO) serves as staff to the
Legislative Committee on Education Oversight. Created by the Ohio General
Assembly in 1989, the Office evaluates education-related activities funded by the
state of Ohio. This LOEO report describes the implementation of community
schools and examines their impact on Ohio’s education system. Volume I
includes LOEQO’s findings, conclusions, and recommendations. Volume II
describes the overall characteristics of community schools and provides
individual profiles of 88 schools that operated during the 2001-2002 school year.
Conclusions and recommendations in this report are those of the LOEO staff and
do not necessarily reflect the views of the Committee or its members.

This report is available at LOEO’s web site: http://www.loeo.state.oh.us

4



Summary

Community Schools in Ohio:
Implementation Issues and Impact on Ohio’s Education System

The number of
community schools
has increased from

15 in 1998 to 133 by
December 2002.

Community school
enrollment has grown
from approximately
2,000 to over 33,000.

Background

Community schools were created in Ohio to provide
additional educational options for children in low-performing
schools and to develop innovative teaching and management
techniques that might be transferable to traditional public
schools.

One of the central tenets of the community school movement
is more autonomy (fewer regulations) in exchange for greater
accountability for student achievement. The specifics of
each school’s accountability plan are included in a contract
with its sponsor. A community school can be closed if it
fails to meet these contractual agreements.

Ohio law allows two types of community schools: “start-up”
schools that are newly created, and “conversion” schools that
can be a classroom, a wing of a building, or an entire public
school that has been transformed into a community school.

Between September 1998 and December 2002, the number of
community schools in Ohio increased from 15 to 133. The
number of students grew from approximately 2,000 to over
33,000 and the number of community school sponsors
increased from two to 15. Twelve sponsors are individual
school districts. Thirteen schools have closed or suspended
operations since the initiative began.

In general, community schools tend to be smaller in size,
enroll more elementary and minority students, and serve
fewer special needs students than traditional public schools.

In December 2002, the 124" General Assembly made
substantial changes to the community school initiative in
Substitute House Bill 364. Some of these changes included
limiting the total number of start-up community schools that
can operate statewide to 225 until July 1, 2005. This cap
does not apply to conversion schools.



This report
describes the
implementation of
community schools
and assesses their
impact on Ohio’s
education system.

LOEO concludes that
community schools
provide additional
educational options
for children.

Preliminary results
indicated that
community schools had
not demonstrated
better academic
performance than
similar traditional
public schools.

LOEO’s community school reports

In 1997, the 122™ General Assembly required the Legislative
Office of Education Oversight (LOEO) to evaluate the
community school initiative in Ohio. Through a series of
five reports, LOEO is evaluating the ongoing implementation
of community schools as well as their impact on both student
academic achievement and Ohio’s education system as a
whole.

Focus of this report. This is the fourth of the five
community school reports and consists of two volumes.
Volume I includes LOEO’s findings, conclusions, and
recommendations.

Volume II describes the overall characteristics of community
schools and provides individual profiles of 88 schools that
operated during the 2001-2002 school year.

The statutory language for this report mandates that LOEO
assess the overall “assets” and “liabilities” of community
schools as an educational “choice” option, their impact on
academic achievement, and “any detrimental impacts” they
have on the State education system or on individual school
districts.

In addition, LOEO studied the ongoing implementation
issues surrounding the opening and operation of community
schools, including their relationship with school districts.

Findings and Recommendations
Educational choice and academic achievement

LOEO concludes that one asset of community schools is that
they provide additional educational options for children, as
evidenced by the increase in the number of community
schools and their student enrollment over the past four years.

LOEO reported in Community Schools in Ohio: Preliminary
Report on Proficiency Test Results, Attendance, and
Satisfaction (May 2002) that parents of students enrolled in
the first 15 community schools were satisfied with their
schools. The nine schools with proficiency test data had not
demonstrated better student academic performance than
similar traditional public schools. These findings

6

il



Experience in
education and
business is important
to the successful
implementation of
community schools.

Many community school
administrators indicated
that they continue to
struggle with the same
implementation
difficulties that the first
15 schools experienced.

Obtaining
additional funds
makes operating a
community school
less difficult.

Community schools
must use basic state
aid for both
operating and
facility expenses.

are preliminary and LOEO will have a larger sample of
longer operating schools to examine in its fifth community
schools report.

Implementation

Factors for successful implementation. LOEO found that
some factors are important to the success of community
schools. These include having:

e Administrators with a background in education, including
teaching and administration, and

e Staff and a governing board with experience in business
and finance, legal matters, fundraising, serving students
with special needs, and working with non-profit agencies.

Ongoing implementation difficulties. Administrators of
many of the 92 community schools that operated during the
2001-2002 school year indicated that they continue to
struggle with the same implementation difficulties that the
first 15 schools experienced. These difficulties include:

Finances;

Acquiring and maintaining adequate facilities;
Transporting students; and

Accessing and using technical assistance.

Finances and facilities. Community schools are eligible for
state and federal funds for operating expenses. Community
school administrators and other stakeholders reported that
obtaining additional funds, beyond what the state provides,
makes operating a school less difficult. Two-thirds of the 63
community schools that were audited finished the 2000-2001
school year with a financial surplus. However, half of these
schools experienced difficulty keeping the appropriate fiscal
records.

Unlike traditional public schools, community schools must -
use basic state aid for both operating and facility expenses.
Community schools typically spend 6.4% of their annual
operating budget for lease or mortgage costs. Administrators
stated that the cost for making required renovations to meet
school building codes is an added expense. However, LOEO
was unable to isolate these costs.
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LOEO could not
conclude whether
more overall
funding is needed
for community
schools.

Community school
administrators who
have a background

in education
appeared to need
less technical
assistance.

It could be argued that community schools need additional
funding for facility expenses. However, given the difficulty
LOEO experienced obtaining accurate and complete
spending data, it seems premature to assess or report just how
necessary such funding might be. Although some community
schools identified finances as a problem, LOEO could not
conclude whether more overall funding is needed for

* community schools.

Transportation. School districts are required by law to
provide transportation for community school students. The
ease or difficulty that community schools experienced having
their students transported appeared to depend largely on their
relationship with the local school district. Problems were
fewer when the relationship was positive. Conversely,
problems were greater when there was tension between a
community school and the school district.

Technical assistance. LOEO found that all community
school administrators need some assistance in learning to
open and operate a public school. However, those with a
background in . education administration and teaching
appeared to need less.

There are several sources of information and assistance for
community schools, including the Ohio Department of
Education’s (ODE) Office of Community Schools, the Lucas
County Educational Service Center (LCESC), and other
regional service providers. However, some regional service
providers indicated that they do not receive clear guidance
from ODE concerning their roles in serving community
schools.

Community school administrators had various perceptions
regarding the quality and usefulness of the technical
assistance offered. However, some regional service
providers felt that community school staff lack basic
knowledge in areas such as school accounting, special
education rules and regulations, and Education Management
Information System (EMIS) reporting. Many community
school administrators seem to be unaware of the technical
assistance that is available, choose not to access current
sources, or are unable to assess their own information needs.
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Some
implementation
issues are unique
to a community
school’s distinct
student population
or instructional
approach.

It is unclear to LOEO if there is a lack of quality technical
assistance for community schools. A larger question is
whether technical assistance alone should be expected to
provide all the information and services necessary to open
and run a school.

Special implementation issues. Some community schools
have implementation issues that are unique to their distinct
student populations or instructional approaches.  For
example, students who enroll in electronic community
schools receive their primary instruction in their home via
computer networks. Because on-line schooling in Ohio is
relatively new, state and school policies and practices have to
be developed. Some community schools that are designed to
specifically serve students with special needs must be well-
versed in special education rules, regulations, procedures,
and best practices.

Recent policy changes. The 124" General Assembly made
many changes through Substitute House Bill 364 that address
community school implementation issues. In addition to the
changes made by this bill,

LOEO recommends that the General Assembly:

e Require community school sponsors to have
knowledge and expertise regarding business matters.

LOEO recomménds that ODE:

¢ Coordinate efforts with and among regional service
providers and clearly define their roles in providing
services to community schools. These services may
include business matters, curriculum development,
assessing and providing services to students with
special needs, and professional development.

LOEO recommends that community school sponsors:
e Ensure that community school staff or board
members have access to expertise in the areas of
education, business and finances, non-profit agencies,

serving students with special needs, and legal matters.

e Are knowledgeable about and use existing sources of
technical assistance.

9



LOEO found that
most community
schools and some

sponsors do not use
annual reports as a
tool of accountability.

As a tool of
accountability, the
annual report must
present a
comprehensive
picture of how the
school is meeting the
goals stated in its
contract.

LOEO recommends that community schools:

e Are knowledgeable about and use existing sources of
technical assistance.

e Comply with EMIS reporting requirements by
including all facility costs (i.e., mortgage, lease, and
renovations) as part of their financial reporting to
ODE and the Auditor of State.

Implementing accountability: annual reports

Each community school’s annual report is intended by law to
be one measure of accountability. However, LOEO found
that most community schools and some sponsors do not
perceive annual reports as a tool of accountability. Some
schools have difficulty producing these reports in a complete
and timely manner.

The statutory language allows various interpretations of what
needs to be included in community school annual reports.

For an annual report to be a tool of accountability to parents,
sponsors, policymakers, and the general public, it must
present a comprehensive picture of a school’s financial
status, student academic performance, and its activities and
progress in meeting the goals stated in its contract.
Therefore,

LOEO recommends that the General Assembly:

e Strengthen the legislative language for annual reports

to specifically require that they include:

= Itemized revenues and expenditures;

* An explanation of financial status and strategies
for maintaining financial stability;

= Results of the Ohio Proficiency Test and
alternative assessments;

= A description of the extent the community school
achieved its goals regarding student achievement
and strategies for improvement; and

= A description of how the community school has
achieved other goals stated in the contract with its
sponsor.
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The greatest impact
of community
schools on school
districts has been
financial.

Most districts claim
they are not able to
reduce costs
proportionately on a
year-to-year basis as a
result of state funds
transferred to
community schools.

The unpredictable
yearly increase in
the transfer of state
funds has created
budgeting and
planning problems
for school districts.

e Clarify consequences of late or incomplete reports.

e Require community school sponsors to:

= Assist community schools in defining, measuring,
and reporting on the goals stated in their
contracts;

= Provide feedback to community schools regarding
the content of their annual reports for purpose of
improvement; and

= Use these reports, in addition to other data, to
evaluate community schools for contract renewal.

Impact of community schools

Financial impact. LOEO concludes that the greatest impact
of community schools on school districts has been financial.
Community schools draw students from over 1,300 school
buildings. Two maps at the end of this summary illustrate
the location of the buildings that are sending students to
community schools.

Over 80% of Ohio school districts transferred some amount
of state funds to community schools during the 2001-2002
school year. A total of over $290 million has been deducted
from traditional school districts during the first four years of
the initiative and transferred to community schools. School
districts perceive this “loss” as a liability. Because the
transfer of funds is by design, community school advocates
do not see it as a liability.

Most school districts claim they are not able to reduce costs
proportionately on a year-to-year basis as a result of state
funds transferred to community schools. Additionally, the
unpredictable yearly increase in this transfer of state funds
due to not knowing how many community schools will open
during the upcoming year has created budgeting and planning
problems for school districts.

School districts also identified additional costs that result
from community schools that are difficult to quantify, such as
transportation and personnel costs. Districts perceive these
costs as an additional liability of community schools. Some
districts that receive no base cost funding from the state are
losing other state funds to community schools. Regional

il 1



Since 1998 a
cumulative total of
$20 million of state

funding has been
appropriated for
community schools.

Including previously
home-schooled and
private school students
into the system has
increased the overall
cost to the state by at
least $9 million.

The competition for
students and state funds
encourages some school

districts to emphasize
marketing and customer
service.

Strained relationships
may hinder the transfer
of innovative practices
from community to
traditional schools.

service providers have incurred minimal costs to provide
services to community schools.

In terms of the state as a whole, since 1998 a cumulative $20
million of state funding has been appropriated for ODE and
LCESC services for technical assistance and start-up grants
for community schools. In addition, incorporating

~ community school students into the system who were

previously enrolled in private or home schools has increased
the overall cost to the state by at least $9 million.

By design, districts will continue to lose state funding as long
as students leave for community schools. However, this
results in strained relationships between traditional and
community schools. If the General Assembly wants to
reduce budgeting and planning difficulties for traditional
school districts, and therefore the tension between them and
community schools,

LOEO recommends that the General Assembly:

e Establish a deadline in early spring when community
school contracts must be finalized and signed for the
upcoming school year.

e Require community schools, as soon as they sign a
contract, to contact the school districts from which
they will draw students with information of when
they plan to open and their anticipated student
enrollment.

In addition, one policy option might help reduce the tension
between community schools and traditional school districts.

Policy option:
e The General Assembly consider providing additional

funding to school districts to offset the additional
costs of transporting community school students.

12
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Electronic community
schools may be having
an impact on the
educational
programming in school
districts.

However, the Local
Report Card has had the
greatest impact on school

districts’ efforts to raise
student achievement.

Impact on programming. LOEO found that the
relationships between community schools and school districts
ranged from positive in some districts to “non-existent” and
even “hostile” in others. The competition between traditional
and community schools for students and funding encourages
some school districts to place a greater emphasis on
marketing and customer service. In this case, community
schools are an asset. However, a strained relationship may
hinder the transfer of innovative teaching and management
approaches to traditional public schools.

Possibly the greatest impact of community schools on school
districts has been the increased interest by districts in
sponsoring electronic community schools. However, most
large urban school districts claim that the Local Report Card,
not community schools, has had the greatest impact on their
education programs.

Volume I of this report presents LOEO’s findings, conclusions, and recommendations regarding
community school implementation issues and their impact on Ohio’s education system.

Volume II of this report contains state and regional maps of community schools and the schools
from which they draw their students, referred to as “‘sending schools.” Volume II also provides a
statewide description of community schools by size, grade level, and the proportion of minority
and special needs students they serve, as well as detailed profiles of 88 community schools that
operated during the 2001-2002 school year.
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Chapter I
Introduction

This Legislative Office of Education Oversight (LOEO) report describes the
implementation of community schools and examines
their impact on Ohio’s education system.

Background

Charter schools, known as
“community schools” in Ohio, are state
funded public schools that are free of charge
to parents and students. Community schools
were created to provide additional
educational options for children in low-
performing schools and to develop
innovative teaching and management
techniques that might be transferable to
traditional public schools.

In addition, some proponents argue
that the competition for students and the
state funding that follows them to
community schools encourage traditional
public schools to work harder at improving
student achievement.

One of the central tenets of the
community school movement is more
autonomy (fewer rules and regulations) in
exchange for greater accountability for
student outcomes. The specifics of each
school’s accountability plan are included in
a contract with its sponsor. A community
school can be closed if it fails to meet these
contractual agreements.

History and current status

In June 1997, the 122™ General
Assembly first established community
schools in Amended Substitute House Bill
215 as a “pilot” program in Lucas County.

The bill allowed two types of community
schools: “start-up” schools that are newly
created or “conversion” schools that can be
a classroom, a wing of a building, or an
entire public school that has been
transformed into a community school.
While start-up schools were allowed only as
part of the pilot program, the bill allowed
any school district to sponsor conversion
community schools.

In August 1997, the 122" General
Assembly passed Amended Substitute
Senate Bill 55 which expanded community
schools beyond the pilot program by
permitting start-up community schools in
any of the large urban, or “Big Eight,”
school districts in Ohio. The 123™ General
Assembly expanded the community school
initiative once again in June 1999 to include
all of the 21 large urban school districts in
Ohio, as well as any district determined to
be in “academic emergency.” Appendix A
presents a timeline of legislation that has
shaped the community school initiative.

In Fall 1998, 15 community schools
opened. Five of these were located in the
Lucas County pilot area and ten schools
were located in six of the Big Eight school
districts. By November 2002, there were
127 community schools in 22 of the 612
school districts in the state. One month
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later, these numbers again increased to 133
schools in 26 districts.

Exhibit 1 illustrates the growth in the
number of Ohio community schools, which
is an increase of almost 800% since the first

15 opened in 1998. The number of students
enrolled in community schools has increased
from approximately 2,000 during the 1998-
1999 school year, to over 33,000 students by
December 2002.
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Exhibit 1
Growth of Ohio Community Schools and Student Enrollment

140

120

100

Number of Community Schools

1998-1999
2,245 9,032

1999-2000

2000-2001

2001-2002
16,614 23,280

School Year and Student Enrollment

2002-2003
33,000*

*Estimated enrollment for 2002-2003.

The Legislative Office of Education
Oversight (LOEO) refers to the first 15
schools that opened during the 1998-1999
school year as ‘“first generation” community
schools. The schools that followed are
referred to as “second” (1999-2000), “third”
(2000-2001), “fourth” (2001-2002), and
“fifth” (2002-2003) generation schools
based on the school year they began
operation.

Characteristics of community
schools. In general, the first four
generations of community schools tend to be
smaller in size and serve more elementary

students then traditional public schools
(52% vs. 44%). In addition, community
schools serve more minority students than
their school district counterparts (69% vs.
52%), but serve fewer special needs students
than school districts state-wide (8% vs.
13%). Furthermore, approximately 80% of
community school students were previously
educated at traditional public schools.

Most community schools consist of
traditional classrooms. A majority of their
students live in, or near, the school district
where the community school is located.
However, during the 2000-2001 school year,
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the Electronic Classroom of Tomorrow
(eCOT) opened as the first electronic
community school.  Students who are
enrolled in this school live throughout the
state and receive instruction within their
homes, primarily via an intranet connection
with their school. As of December 2002, 11
additional electronic community schools
have since opened.

Since the 1998-1999 school year, 13
community schools have closed or
suspended operations. The reasons vary,
including poor student academic
performance, non-compliance with contract
provisions, declining student enrollment,
and financial difficulties.

Sponsorship

Similar to charter schools in other
states, each community school operates
according to a contract with a sponsor. As
mentioned, these contracts contain an
accountability plan with student
performance goals. Currently, the duration
of these contracts ranges from three to five
years. The number of community school
sponsors has increased from two, during the
1998-1999 school year, to 15 by December
2002. Twelve sponsors are individual
school districts. Exhibit 2 shows the number
of community schools by sponsor.

Exhibit 2
Number of Community Schools by Sponsor
2002-2003 School Year

Sponsor

Number of Community Schools

State Board of Education

102

Lucas County Educational Service Center

University of Toledo

Cincinnati City School District

Akron City School District

Dayton City School District

Elida Local School District

Fairborn City School District

Lancaster City School District

London City School District

Marion City School District

Mt. Gilead Exempted Village School District

Reynoldsburg City School District

Toledo City School District

Tri-Rivers Joint Vocational School District

9
7
3
2
1
1
1
1
1
1
1
1
1
1

Total

133




Governing board

Ohio law mandates that each
community school have a governing
authority to oversee the school’s operation
and make decisions regarding school
policies and legal matters. Unlike members
of traditional public school boards,
community school board members are not
elected to their positions. Instead, they are
selected according to the policies and
procedures set forth in the school’s contract.

Community schools are required to
follow all public meeting and open records
laws. The nature and structure of
community school governing boards have
been similar to that of other states with
charter schools. Until recently, Ohio law
did not specify the number of members on a
community school’s governing board. The
law also allowed board members to be
employed by the school.

Accountability

As noted, one of the central tenets of
the community school movement is more
autonomy (fewer rules and regulations) in
exchange for greater accountability for
student outcomes. In Ohio, five methods
ensure that community schools remain
accountable to parents, sponsors,
policymakers, and the public at large. These
include:

1. Parental choice;

2. Annual reports produced by community

schools;

3. Financial audits conducted by the
Auditor of State;

4. Contract renewal, termination,
suspension, and probation by sponsors;
and

5. Annual Local Report Cards produced by
the Ohio Department of Education
(ODE) after two years of operation.
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LOEO Community School Studies

In 1997, the 122™ General Assembly
required LOEO to evaluate the community
school initiative in Ohio. Through a series
of five reports, LOEO is evaluating the
ongoing implementation of these schools as
well as their impact on both the academic
achievement of community school students
and on Ohio’s education system as a whole.
Appendix B presents the Ohio Revised Code
language regarding the LOEO studies.

In its first and second reports, LOEO
examined the implementation issues
surrounding the opening and operation of
the first two generations of community

schools.  The third report studied the
preliminary impact study of the first 15
schools on academic achievement and

- student attendance, as well as the
satisfaction of parents, teachers, and
students. LOEO did not make

recommendations in the third report.

This report is the fourth of the five
reports. In the fifth report, LOEO will again
examine the academic impact of community
schools, as well as measure student
attendance rates and parent satisfaction.
This final report will make
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recommendations regarding the future of the
community schools initiative in Ohio.

Appendix C presents LOEO’s
recommendations from the first two
community school reports. It also describes
subsequent legislation that was passed to
address some of these implementation
issues.

Scope of this fourth report

This fourth report continues to
describe the implementation of community
schools and assesses the changes to Ohio’s
education system as a result of this initiative.
The focus of this report is contained in
Section 50.39 of Am. Sub. H.B. 215:

“...By December 31, 2002, the legislative
office of education oversight shall complete
an evaluation of the assets and liabilities to
the state’s system of educational options that
result from the establishment of community
schools under this act. The evaluation shall
at least include an assessment of any
advantages to providing a greater number of
education choices to Ohio parents, any
detrimental impacts on the State education
system or on individual school districts, and
the effects of attending community schools
on the academic achievement of students. ”

Based on the legislative mandate,
LOEO addressed the following study
questions:

1. Are there any advantages to providing a
greater number of educational choices to
Ohio parents, including raising student
academic achievement? If so, what are
they?

2. What are the forces that facilitate or
impede the continuing progress and
operation of community schools?

3. What are some of the possible effects
that community schools have on
traditional public schools and school
districts? .

4. What are some of the possible effects
that community schools have on Ohio’s
education system at the state and
regional levels?

The design of the community school
initiative = promotes = competition  with
traditional schools for students and financial
resources. At the same time, it is intended
to encourage collaboration between
community and traditional public schools in
order to transfer innovation from one setting
to the other. LOEO also studied the
relationship of community schools with
traditional public school districts and
explored how this relationship either fosters
or inhibits the goals of the initiative.

Methods

To complete this study, LOEO
conducted:

1. Site visits and telephone interviews with
a sample of 26 first through fourth
generation community school
administrators.

2. Site visits and telephone interviews with
administrators in 19 traditional school
districts. All community schools were
located in these districts as of Fall 2001.

3. Telephone interviews with
representatives from 17 regional service
providers, including five Educational
Service Centers, four Special Education
Regional Resource Centers, five
Regional Professional Development
Centers, and three Data Acquisition
Sites.



4. Face-to-face and telephone interviews
with representatives from the following:

e The State Board of Education;

e ODE’s Office of Community
Schools, Office of Exceptional
Children, and Office of School
Finance;

e The Auditor of State;

e The Ohio Education Association;

e The Ohio Federation of Teachers;

e The Ohio School Board Association;

e The Ohio
Association; and

Charter School

e The Ohio Community School
Center.

5. A financial analysis of current state
funding for community schools and its
impact on Ohio’s education system.

6. An analysis of sending school data. A
sending school is a traditional public
school building, private school, or a
“home school” that each community
school student previously attended. For
kindergartners, the sending school is the
school a student would have attended.
The sending school data included the
number of students by grade level and
the building location by school district.

7. Document reviews, including
community school annual reports,
Auditor of State reports, financial data
from ODE’s Education Management
Information System (EMIS), media
articles, and the research literature. A
selected bibliography is presented in
Appendix D.

Report organization

LOEO has organized this report into
two volumes. Volume I consists of the
following chapters:

e Chapter I provides an historical
overview of community schools, the
legislative mandate for this fourth study,
and LOEO’s methods;

e Chapter II describes the advantages of
community schools as a choice option,
the preliminary findings regarding
student academic achievement, and
ongoing implementation issues;

e Chapter III describes the financial
impact of community schools on Ohio’s
education system,;

e Chapter IV describes the educational
programming impact of community
schools; and

e Chapter V presents LOEO’s conclusions
and recommendations regarding the
assets and liabilities of the community
school movement and the extent to
which it is accomplishing its goals.

Volume II, Overall Characteristics
and Profiles of Individual Schools, provides
a statewide description of community
schools by size, grade level, and the
proportion of minority and special needs
students they serve. It includes regional and
state maps that illustrate the location of
community schools and their sending
schools.

Volume II also provides detailed
profiles of the 88 first through fourth
generation community schools that operated
during the 2001-2002 school year and
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remained open during the 2002-2003 school school year and therefore are not included.

year. Four schools closed during this same
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New Developments Regarding Community School Policy

In December 2002, the 124" General
Assembly made substantial changes to the
community school initiative in Substitute
House Bill 364. This bill was signed into
law January 2003. For example, the bill:

e Expands community schools to school °
districts that are in “academic watch”;

e Limits the number of “start-up”
community schools that can be opened
statewide to 225 until July 1, 2005; °

¢ FEliminates the authority of the State
Board of Education to sponsor
community schools and allows existing
State Board-sponsored schools two years
from December 2002 to find new
Sponsors; .

e Mandates new roles for the Ohio
Department of Education, which
include:

= Being the statewide agency that
oversees the entire community
school program;

= Approving and overseeing sponsors;

®= Providing technical assistance to
persons interested in opening a
community school, to sponsors, and
to community schools for
development and start-up activities;
and

are

* Issuing an annual report to the
Governor and General Assembly on
the academic effectiveness, legal
compliance, and financial condition
of community schools.

Permits all Educational Service Centers,
as well as the Boards of Trustees of the
13 state universities or their designees,
to sponsor community schools;

Permits a sponsor to declare a
community school on “probationary
status” under certain conditions rather
than suspend the operation of the school
or terminate its contract with the school;
and

Specifies that each start-up community
school must have a governing board of
at least five individuals who are not
owners or employees, or immediate
relatives of owners or employees, of any
for-profit firm that operates or manages
a school for the governing board. The
bill also prohibits anyone who owes the
state money from serving on a school’s
governing board or operating a school
under contract with a governing board.

Additional changes that Sub. H.B.

364 made to the community school initiative

referenced throughout this report. A list

of all changes is presented in Appendix A.
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Chapter 11
School Choice and Community School Implementation

This chapter explores possible advantages of providing community schools as an educational
choice for parents. It also describes LOEO findings on implementation issues
that affect the opening and operation of community schools.

Educational Choice and Academic Achievement

One purpose of community schools
is to provide children in low-performing
schools with an educational option.
Community schools provide a choice for
parents- who do not want their child to
remain in their current school district or who
cannot afford private school tuition.

Advocates argue that community
schools may provide a better learning
opportunity for a child who does not
perform well in a traditional school setting
or who requires a specialized learning
environment. They also claim that parents
may become more involved in their child’s
learning if they have a sense of ownership
due to exercising “choice.”

While LOEO does not have data
regarding all these claims made by
advocates regarding the advantages of
community schools, LOEO did find that
Ohio’s community schools do provide an
educational option to a growing number of
parents. As presented in Chapter I, the
number of students enrolled in community
schools has increased from approximately
2,000 during the 1998-1999 school year to
an estimate of more than 33,000 for the
2002-2003 school year.

A satisfaction survey conducted in
2001 for LOEO’s third report found that,

overall, the majority of both community and
traditional school parents were satisfied with
their schools. However, community school
parents were more satisfied.

The third report also found that many
parents decided to enroll their child in a
community school because they believed
their child would receive more personalized
and individual attention from teachers and
perform better academically. Once their
child was enrolled, over 90% of community
school parents felt that teachers kept them
informed about their child’s progress and
over 80% were satisfied that their child
received sufficient individual attention from
teachers. Over 90% of community school
parents indicated that their schools have
high standards for students and over 80%
graded their school an “A” or “B” for what
the  school expected of students
academically.

Academic achievement

LOEQO’s third report, Community
Schools in Ohio: Preliminary Report on
Proficiency Test Results, Attendance, and
Satisfaction (May 2002) examined scores for
nine first generation schools that had
proficiency test data. These scores were
compared to those from traditional public
schools with similar demographics. Overall,
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community school students as a whole did
not demonstrate better academic
performance than students from similar
traditional public schools.

LOEO’s preliminary findings
indicated that neither community schools
nor similar traditional schools performed
well on the 4™ and 6" grade proficiency tests
during the 1999-2000 school year, although
traditional schools as a group outperformed
community schools as a group. Of 20
possible group comparisons between
community and traditional school students,
11 comparisons were statistically significant,
indicating conclusive differences, and all 11
favored the traditional schools.

When LOEO compared each
individual community school to a similar
traditional school, the results were mixed.
There were 155 possible comparisons across

subject areas and grade levels. Two-thirds
of these comparisons (101 of 155) were not
statistically  significant, indicating no
conclusive differences could be found
between community and traditional schools.
For the remaining 54 statistically significant
comparisons, 34 favored traditional schools
and 20 favored community schools.

These preliminary findings use
March 2000 proficiency test data from
community schools that had been in
operation for approximately two years. Due
to the timing of the proficiency test reporting
process through the Education Management
Information System (EMIS), no additional
test data were available for this fourth
report. However, LOEO’s fifth report will
include results from a larger group of
community schools with more years of test
data.
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Community School Implementation

The growing number of community
schools offers educational choice to more of
Ohio’s parents. LOEO found that there are
some factors that are important to the
successful operation of community schools.
However, community school administrators
reported that they continue to face
implementation difficulties to opening and
operating. Some of these difficulties are the
same as those faced by the first 15 schools
during the 1998-1999 school year.
Community schools also continue to
experience difficulties producing their
annual reports, which serve as a primary tool
of accountability.

To study these implementation issues
over time, LOEO conducted face-to-face and

‘telephone interviews with administrators at

26 of the 92 community schools that
operated during the 2001-2002 school year.
LOEO selected these schools because they
represent each of the four generations and,
therefore, have operated for various lengths
of time. These schools also represent
different sponsors (i.e., State Board of
Education, Lucas County Educational
Service Center, and Cincinnati City School
District).

In addition to community school
administrators, LOEO interviewed
representatives from 23 state agencies,
organizations, and regional service providers
that work with community schools.

26



Beneficial Implementation Factors

Factors that are important for successful
implementation

Based on documents from the
Auditor of State, community school annual
reports, and interviews with community
school administrators and other
stakeholders, LOEO found that some factors
are important to the successful opening and
effective daily operations of community
schools.

For example, there appears to be less
need for technical assistance for community
school administrators who have significant
experience in education and knowledge
about business matters. Some community
school administrators have previous
experience working in a school district as a
teacher or administrator.

These administrators have a better
understanding of the complexities of
operating a school and the available
resources that offer assistance. Their needs
and expectations for technical assistance
differ from those community school
administrators who have limited experience
with the requirements for meeting school
building codes, assessing and providing
services for students with special needs,
designing and implementing a curriculum,
and accessing state and federal education
grants.

The Auditor of State conducted
audits for 63 of the 68 community schools
that operated during the 2000-2001 school
year, including some schools that have since
closed. LOEO found that community
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schools that experienced the fewest
problems with financial bookkeeping had a
management company or outside agency
handle their finances or had staff or
governing board members with experience
in business and finances.

Factors important to the successful
opening and effective daily operations of
community schools include:

e School administrators with a background
in education, including teaching and
administration; and

e Staff or governing board members with
substantial experience in business and
finance, accounting, fundraising,
working with non-profit agencies, and
legal matters.

Factors that help implementation

LOEO also found that community
schools with the following characteristics
experienced fewer implementation
difficulties:

e Connections to community resources,
such as university faculty, city libraries,
and the local YWCA;

e Individuals volunteering time and
donating items, such as carpentry work,
tutoring, and fundraising; and

e Success at securing additional sources of
funding, such as corporate donations and
grants.



Ongoing Implementation Difficulties

Community schools, regardless of
when they opened, indicated that they
experienced difficulties with the following
areas:

Finances,

Acquiring and maintaining facilities;
Transporting students; and

Accessing helpful technical assistance.

These areas are similar to those
presented in LOEO’s Community Schools in
Ohio: Second-Year Implementation Report
(April 2001) as ongoing barriers to opening
and operating a community school.

Finances

Most community school
administrators indicated that one of the
greatest challenges to opening and operating
a community school is finances. To
understand this challenge, LOEO explored
community school funding, spending, and
bookkeeping.

Although there were 68 community
schools operating during the 2000-2001
school year, financial data were available
from the Local Report Cards for only 25
schools. Community schools do not receive
a Local Report Card from ODE until after
two full years of operation and not all
schools provided useable data. Financial
data were also available from Auditor of
State audits of 63 community schools.

Community  school funding.
Community schools are eligible for state and
federal funds for operating expenses.
Specifically, state funds include:
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e Base cost funding ($4,949 per pupil for
fiscal year 2003);
Special education weights;

e  Gifted student units;

e Disadvantaged Pupil Impact Aid
(DPIA); and

e Career-technical education weights
(vocational education).

Federal funds include:

e Title I (compensatory education);

e Title IT (professional development);

e Title IV (safe and drug-free schools);

o Title VI (innovative education

strategies);

e Title VI B (education for children with
disabilities); and

e School lunch and breakfast programs.

When a student enrolls in a
community school, the Ohio Department of
Education (ODE) deducts these funds from
the student’s district of residence and
transfers them to the community school.

In 2001, the 124" General Assembly
in Amended Substitute House Bill 94 added
career-technical education weights to the
community school transfer amount.
Community schools must go through the
same application process as traditional
public schools in order to receive career-
technical education funds. Nine community
schools were approved to receive these
funds in fiscal year 2002 but did not actually
receive them until fiscal year 2003.

Although community schools receive
some state funds for operating expenses,
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they do not have access to capital funding to
use for facility costs. School districts can
access local tax dollars from bond issues to
build or renovate their schools. Lower
wealth districts also have access to state
funding for buildings through the Ohio
School Facilities Commission. Community
schools, however, must use their operating
budgets to pay ongoing leases or mortgages
and for renovations needed to meet school
building codes.

In addition, unlike traditional public
school districts, community schools are not
eligible for some state funding, including
gap aid and parity aid.

Community schools do receive state
start-up funds ($50,000 for each of the first
four generation schools, $25,700 for fifth
generation schools). Some of these dollars
can be used for facility expenses. In
addition, community schools were able to
apply for an additional $100,000 in a Federal
Charter School Sub-Grant. That amount has
increased to $450,000 over three years to
cover implementation costs.

Community school spending. Of
the 26 community school administrators
interviewed, 18 indicated that basic start-up
costs are expensive, especially for
renovations to meet local school building
codes, employee health benefits, books,
furniture, and other needed equipment and
supplies. These administrators often feel
that there are not enough remaining funds to
offer competitive salaries for teachers. One
school  administrator  expressed  that
“insufficient funding” is causing her school
to be in “financial crisis.”

In response to these claims, LOEO
attempted to examine the per-pupil spending
of community schools and compare it to that
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of traditional public school districts. For
this analysis, useable report card data were
available for 25 schools from the 2000-2001
school year.

LOEO found a wide variation in per
pupil spending across these 25 community
schools, $4,340 to $30,230. It is not
surprising that the three schools designed
exclusively for students with special needs
would have much higher spending, given
their smaller teacher to student ratio,
specialized instructional approach and
curriculum, and need for special equipment.

After removing these three special
needs schools, the per-pupil spending still
ranged from $4,340 to $13,770 for the
remaining 22 schools. Although such a
broad range makes it difficult to describe
“typical” per-pupil spending for these 22
community schools, the median (middle)
amount is $6,801.

In contrast, the Big Eight districts
spent from $7,860 to $9,592 per pupil for
operating costs, with a median of $9,131.
Based on these data, it appears that
community schools are spending less per
pupil than their Big Eight counterparts. In
addition, state and federal start-up dollars
can temporarily inflate per pupil spending
for most community schools. When this
money is gone, the per-pupil spending gap
increases. :

However, community schools are not
responsible for student transportation costs.
Furthermore, community schools enroll a
higher proportion of elementary age students
than traditional schools. During the 2001-
2002 school year, a majority (52%) of
community school students were enrolled in
grades kindergarten through five, compared
to only 44% statewide. Only 22% of
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community school students were high-
school age compared to 33% statewide. The
cost of educating elementary students can be
20%-30% less per pupil than that for high
school students.

On the other hand, the community
schools’ per pupil spending figure includes
their facility costs. For traditional school
districts, resources for facilities come from a
separate capital budget.

Based on the Auditor of State reports
for the 2000-2001 school year, LOEO found
that 63 community schools spent between
1% and 26% of their operating expenditures

schools had building renovation costs.
However, given the available data, LOEO
could not consistently identify the exact
costs for renovations. Appendix E lists the
total per pupil expenditures of the 25
community schools and the Big Eight school
districts for fiscal year 2001.

Another way to examine community
school spending is to compare it to what
these schools receive from state funding.
Local Report Card data for 25 schools
revealed that most of these community
schools are spending approximately $1,000
more per pupil than what they receive in
state funding.  Exhibit 3 provides the

on rent or lease payments, with a median comparison.
amount of 6.4%. Additionally, many
sk ok 3k ok ok 3k ok ok ok ok ok
Exhibit 3

Community School Expenditures Per Pupil Compared to
State Revenue Received Per Pupil

Fiscal Year 2001
N=25%*
TOt?l State Revenue Received | Total Expenditures
Expenditures Per Pupil Minus State Revenue
Per Pupil P :
Average $9,203 $7,766 $1,437
Median $7,159 $5,747 $1,036

* Includes spending of three special needs schools

Additional data from the 63 audits
indicated that 55 community schools spent a
median of $224,232 beyond what they
received from the state as basic aid, DPIA,
and special education funds. Almost every
community school used additional funds,
such as private donations, grants, and carry-
over funds from the previous year to help
cover operating costs.

13

The audit reports also indicated that
approximately two-thirds of these schools
ended the 2000-2001 school year with
retained earnings (surplus carried over from
previous years) and one-third ended with an
accumulated deficit (deficit carried over
from previous years).

However, LOEO found no pattern of
whether schools ended the year with a
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budget surplus or deficit from one year to
the next. In addition, there was no
relationship between a community school
ending the year with a budget deficit or
surplus and whether the Auditor of State
cited it for bookkeeping problems.

Financial bookkeeping. As
mentioned, the Auditor of State conducted
audits for 63 of the 68 community schools
that operated during the 2000-2001 school
year, including some schools that have since
closed.

To obtain reasonable assurance
regarding whether a community school’s
financial statements are accurate, the
Auditor of State performs tests of
compliance with certain provisions of
Ohio’s laws and regulations, contract
provisions, and grant requirements. The
schools’ internal controls over financial
reporting are also considered. A “material
weakness” is a condition of a school’s
internal controls that may result in, at a

minimum, inaccuracies in  financial
statements and, most seriously,
mismanagement of funds.

The audit reports found that

approximately half of the 63 community
schools were cited for non-compliance in
reporting information, “material
weaknesses” regarding financial
management, or both. Examples of the most
serious reported conditions included:

e 12 schools were cited for issuing debt
beyond the fiscal year in which the
money was borrowed and therefore
were in violation of the Ohio Revised
Code Section 3314.08;

e 10 schools did not have an accounting
system for fixed assets;
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e 8 schools did not document cash
receipts, monthly bank reconciliation,
purchase orders and invoices, or
maintain payroll ledgers; and

e 6 schools were cited for failure to make
payments to the School Employee
Retirement System (SERS), State
Teachers Retirement System (STRS), or
both.

To help community schools with
their finances, Sub. H.B. 364 requires them
to maintain a five-year financial plan. The
bill also requires that community school
fiscal officers be licensed or complete no
less than 16 hours of continuing education
courses or workshops in the areas of
accounting before a school can begin
operating. Any fiscal officer who is not
licensed must complete an additional 24
hours of continuing education coursework or
workshops within one year after assuming
the duties of fiscal officer and eight hours
each subsequent year.

In addition, a representative of a
school’s sponsor must meet with the
school’s governing board to review the
financial records of the school at least once
every two months. The bill also requires
ODE’s Office of School Finance to deduct
SERS and STRS payments before each
community school receives its state funds.

To summarize, although some
community school administrators described
finances as a problem, LOEO found it
difficult to conclude whether more funding

is needed for community schools.
Nonetheless, community school
administrators and other stakeholders

reported that obtaining additional funds,
beyond what the state provides, makes
operating a school less difficult.

31



Two-thirds of the audited schools
finished the year with a budget surplus,
although half of them experienced difficulty
keeping the appropriate fiscal records. It
could be argued that community schools
need additional funding for facility
expenses. However, given the difficulty in
obtaining accurate and complete spending
data, it seems premature to assess or report
just how necessary such funding might be.

Facilities

For this report, LOEO visited 14
third and fourth generation community
schools. These schools are housed in a
variety of facilities. For example, one
school is newly constructed of pre-fabricated
modular units, while at least three others are
housed in operating or converted churches.
Two schools are located in remodeled
spaces of former strip malls and another two
schools are housed in former healthcare
facilities. Because the mission of one school
is to provide an experiential educational
environment where students learn from
persons of all ages, it was able to secure
space in a facility that provides support
services to the elderly.

Ten of the 14 schools that LOEO
visited consist of traditional classrooms with
desks, dry erase or chalkboards, bookcases,
wall maps, and learning posters. One school
is primarily made up of computer labs that
are used for self-paced learning.

Ten of these 14 schools do not have
libraries. However, school administrators at
four schools indicated that their libraries are
under construction. Eleven schools do not
have gymnasiums or outside play areas.
One of the 11 schools uses the facilities of
the nearby Boys and Girls Club. Three
schools, similar to traditional public schools,
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have multipurpose rooms that are used for
recreational activities.

The accommodations for providing
meals for students varied among community
schools. For example, seven of the 14
schools that LOEO visited have an area
designated as a cafeteria where food is
provided by a vendor, while one uses the
cafeteria and food facilities of the nearby
Boys and Girls Club. The remaining six
schools do not provide any type of food
services. Students can bring a packed lunch
to school and eat it at a designated time in a
classroom.

Acquiring a facility. Based on
visits to community schools and interviews
with administrators, LOEO defines an
“adequate” community school facility as a
building that is affordable to purchase or
lease, has enough space for instruction and
administration, is structurally sound,
currently meets or will meet school building
codes pending some remodeling, is zoned
for a school, and is accessible to students
and staff with disabilities.

Of the 26 first through fourth
generation community school administrators
interviewed, 20 indicated that obtaining an
adequate facility was difficult. The
community school administrators also
experienced trouble maintaining their school
building and obtaining current and accurate
information about local building codes that
sometimes change. The costs for making
required modifications deplete funds needed
for daily operations.

Four of the 26 schools spent state
funds for renovations and building
improvements, but later moved to another
facility and spent additional funds for the
same purpose. The move was needed by
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two schools to acquire more classroom
space to add grade levels. The third school
lost its lease on its first facility and the
fourth school initially opened in a temporary
facility and later relocated to a permanent
building.

Interviews with community school
advocates confirmed that acquiring and
maintaining an adequate facility is difficult
for community schools. National and other
statewide studies identified this as a problem
for charter schools.

Classroom Facilities Loan
Guarantee Program. The 124™ General
Assembly in Am. Sub. H.B. 94 created the
Community School Classroom Facilities
Loan Guarantee Program. This program
does not provide facility funds directly to
community schools. Rather, it helps
community school governing boards secure
loans from a financial institution for the
purpose of leasing, purchasing, or
renovating a classroom facility.

Community schools must eventually
repay the funds they borrow from a lender.
However, through this loan program the
state guarantees lenders that it will provide
up to 85% of the principal and interest if a
community school defaults on the loan. The
program has made up to $10 million
available for this purpose. The maximum
state liability for any one loan is $1 million
to purchase a facility or $500,000 for
improvement loans.

The 124™ General Assembly in Sub.
H.B. 364 made changes to this loan program
by permitting a community school to borrow
funds for up to 15 years for any facility
acquisition or improvement.  The bill
expanded the use of these funds to new
building construction. To date, six
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community schools have been approved to
participate in this program. Appendix F
provides further detail regarding this loan
program.

Am. Sub. H.B. 94 also requires
school districts disposing of school
buildings to first offer them to community
schools. Although three school districts
have leased buildings to community schools,
to date, no district has sold a building to be
used as a community school.

Transportation

Ohio law requires school districts to
transport community school students to and
from school in the same manner that it
transports students attending its own district
schools.

Of the 26 community school
administrators interviewed, 14 indicated that
adequate student transportation was not a
problem. All 14 of these schools are located
in Cleveland, Cincinnati, Columbus, and
Youngstown. These school districts
transport community school students using
yellow buses and the community school
administrators indicated that they have a
good working relationship with the school
districts’ administration, and in some cases,
the directors of transportation.

Administrators of the remaining 12
community schools indicated that providing
adequate student transportation was a daily
challenge. They attributed these difficulties
to strained relationships with the local
school districts. These 12 schools are
located in Dayton, Toledo, and Akron.

One community school administrator

explained that their students are not
transported by the local school district using
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yellow buses. Rather, the school district
arranges for these students to receive bus
passes for public transportation. Some
community school parents are greatly
concerned about the safety of their children
when riding public transportation, especially
if their children are young and must transfer
buses on the way to and from school.

A community school administrator in
another district said their students also
receive public transportation bus passes in
lieu of yellow bus transportation. This
community school is in session year-round.
The school district does not provide bus
passes when district classes are not in
session during the summer, and therefore
this community school must make its own
arrangements to transport students during
the summer months at a cost to the school.
However, school districts do not generally
bus their own students who attend school
during the summer.

Sub. H.B. 364 made some further
changes to transportation policy for
community school students. For example,
this bill outlines the steps that a school
district must take if payment is provided to
community school students instead of
transportation and includes a new section on
transporting  post-secondary  enrollment
option students. Appendix C includes a
description of the changes Sub. H.B. 364
and Am. Sub. H.B. 94 have made to the
student transportation requirements.

Technical assistance
LOEO found that all community

school administrators need some amount of
assistance in learning to open and operate a

public school. As mentioned, there
appeared to be less need for technical
assistance for community school
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administrators who  have  significant
experience in education and knowledge of
business matters. There are several sources
of information and assistance, including
ODE’s Office of Community Schools, the
Lucas County Educational Service Center,
and other regional service providers.

ODE’s Office of Community
Schools. In June 1999, Am. Sub. H.B. 282
required ODE to create the Office of School
Options. It appropriated $400,000 each
fiscal year for the Office to provide advice
and assistance to all community schools, to
sponsors of community schools, and any
person interested in starting a community
school.

Am. Sub. H.B. 94 increased this
appropriation to $1.6 million in fiscal year
2002 and $1.7 million in fiscal year 2003.
The Office of School Options was
reorganized and became the Office of
Community Schools in 2002.

The Office of Community Schools
has provided a series of information
workshops to all persons interested in
opening a community school and additional
information for schools currently operating.
These workshops have been advertised via
information packets, an Internet email
listserv, website, and electronic newsletters
that are sent to traditional and community
schools.  They address such topics as
applying to become a community school,
preparing a  preliminary  agreement,
establishing a governing board, constructing
a sponsor contract, and opening a
community school.

While the Office of Community
Schools tries to provide information to
anyone inquiring about community schools,
staff members indicated that their primary
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responsibility is to provide technical
assistance to the State Board-sponsored
schools. Sub. H.B. 364 clarifies that the
Office of Community Schools is to provide
technical assistance to all community
schools.

Lucas County Educational Service
Center (LCESC). During the 1998-1999
biennium, the General Assembly
appropriated $300,000 to the LCESC to
provide services to community schools. In
1999, under Am. Sub. H.B. 282, the LCESC
was no longer “required by law” to provide
technical assistance to community schools or
school boards sponsoring community
schools. However, the General Assembly
appropriated $200,000 to LCESC to provide
technical assistance for the 2000-2001
biennium. Am. Sub. H.B. 94 appropriated
another $200,000 for the 2002-2003
biennium.

Despite the lack of a mandate,
LCESC continues to provide technical
assistance to community schools. LCESC
distributes a handbook to every proposed
community school and provides a variety of
workshops that address different stages of
community school implementation. As a
means of keeping community school
administrators informed of state and federal
laws, innovations, and implementation
issues, LCESC sends quarterly newsletters
and holds monthly meetings for all
community school administrators in Lucas
County.

Other sponsors. Traditional school
districts sponsor 15 community schools and
the University of Toledo sponsors an
additional seven. Some school districts have
a liaison or a staff person hired to work
specifically with community schools. For
example, LOEO interviewed administrators
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of two community schools that are
sponsored by the Cincinnati City School
District. These schools indicated that the
assistance they receive from a district staff
person hired to work with them has been
especially helpful.

Additional  sources. Some
community school administrators found
additional sources of technical support that
are helpful. These include:

e Educational Resource Center of Dayton
Chamber of Commerce;

A local school district superintendent;

A local school district board member;
Former school superintendent;

ODE’s Office of Exceptional Children;
ODE’s Office of School Finance;

The Ohio Community School Center;
and

e  Other community schools.

providers.
Regional  service providers include
Educational Service Centers (ESCs),
Regional Professional Development Centers
(RPDCs), Special Education Regional
Resource Centers (SERRCs), and Data
Acquisition Sites (DA Sites). Some of the
services they provide to school districts
include:

Regional service

Accounting/financial services;

e  Computer technical assistance;
Staff  training and  professional
development; and

e EMIS data reporting assistance.

On one hand, regional service
providers who spoke with LOEO assumed
that they were to provide community schools
with the same services they provide
traditional schools. However, they also



expressed that they do not receive clear
guidance from ODE concerning their roles
in serving community schools. In addition,
they have difficulty obtaining accurate lists,
phone numbers, addresses, and contact
persons of the community schools in the
areas they serve.

Approximately half of the 17
regional service providers that LOEO
interviewed indicated that many community
school administrators and staff lack basic
knowledge in areas such as school

accounting, special education rules and
regulations, and EMIS reporting. In
addition, some  community  school

administrators are not aware of what they
need to know to run a school and therefore
do not know their information needs.

Four providers reported low
community school turnout or lack of interest
in staff development opportunities that they
offer. However, they believe that
community school administrators and staff
seem more likely to attend such training and
informational sessions when they are
encouraged and supported by their sponsor
to do so.

One regional service provider
suggested that in order for all service
providers to more effectively offer technical
assistance to community schools, ODE’s
Office of Community Schools should
coordinate such efforts among all regional
service providers and other offices within
ODE, such as School Finance, Exceptional
Children, Early Childhood Education, and
Professional Development. These efforts
would specifically target regional service
providers and might include information
workshops, an e-mail listserv, and
newsletters. Another service provider
recommended that ODE create a checklist to
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help inform community schools what they
need to do in order to effectively serve
students.

Quality of technical assistance.
Community school administrators had
various perceptions regarding the quality and
usefulness of technical assistance they
received from their sponsor for opening and
on-going daily operations.

Nine of 26 administrators that LOEO
interviewed indicated that the technical
assistance they received was “good” to
“great.” However, 11 administrators
described it as “minimally helpful” or “non-
existent,” while the remaining six said that
technical assistance was good for some areas
and not good for others.

Despite ODE’s efforts to inform all
educators of its workshops, several
community school administrators indicated
that they were unaware of the workshops.
Some community school administrators
indicated that they were unable to attend due
to time, travel conflicts, or securing a
substitute teacher or administrator. Others
merely chose not to attend.

Representatives from the LCESC
reported that attendance at information and
training sessions they provide for
community schools has been inconsistent.

In sum, community school
administrators reported that a lack of helpful
technical assistance is a barrier to opening
and operating a community school.
However, many administrators seem to be
unaware of the technical assistance that is
available, choose not to use current sources,
or are unable to assess their own information
needs. Overall, there appears to be less need
for technical assistance for community
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school administrators who have significant
experience in education and knowledge
about business.

It is unclear to LOEO whether the
quality of technical assistance available to
community schools is lacking. A larger
question is whether technical assistance
alone should be expected to provide all the

information and services necessary to
successfully open and run a school.
Community school administrators might
benefit from assessing their information
needs and taking greater responsibility for
using the technical assistance that is already
available through ODE and other service
providers.
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Additional Implementation Issues

Beyond the difficulties of finances,
transportation, facilities, and technical
assistance, many community schools also
struggle to submit required data to the
Education Management Information System
(EMIS). Furthermore, some schools have
unique implementation issues that are a
result of their distinctive student populations
or instructional approaches.

EMIS reporting

EMIS was created in 1989 by the
118" General Assembly. The purpose of
EMIS is to increase school accountability for
tax dollars and educational outcomes. EMIS
data are submitted electronically to ODE.
All city, exempted village, local, joint
vocational, ECSs, and community schools
are required to submit student, staff, and
financial data to EMIS.

ODE’s Office of Community
Schools found that approximately half of the
68 community schools that operated during
the 2000-2001 school year experienced
some difficulties reporting EMIS data.
Slightly more than half of these difficulties
were attributed to confusion with data entry.
Seven community schools did not report all
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the required data, including proficiency test
results.

Issues unique to some community schools

Some implementation issues are
unique to electronic community schools and
schools that are specifically designed to
serve students with particular disabilities.

Electronic schools. As mentioned,
most community schools are located in
buildings and consist of traditional
classrooms. However, students who enroll
in electronic community schools similar to
eCOT receive their primary instruction in
their home via computers with a network
connection to their school.

eCOT’s director explained that
during its first year of operation (2000-
2001), the school had to enroll over 3,000
students in order to cover the high costs of
purchasing computers for students and
developing a firewall so that home computer
access is restricted to eCOT software. It
typically took six weeks for the school to get
the phone lines, intranet system, and
computer hardware set up in a student’s
home.



A student who has been enrolled in
eCOT must return the computer that has
been provided by the school when he or she
graduates or withdraws from the school.
However, during the 2001-2002 school year
the school experienced a loss of
approximately 300 computers when they
were not returned. As a result, some new
students were delayed in receiving their
computers for instruction and therefore were
not considered enrolled by ODE.

Because online schooling in Ohio is
relatively new, some policies for these types
of community schools have not yet been
implemented. These include policies related
to enrollment and attendance, course
content, and student assessment. This lack
of clearly stated policies and procedures has
been costly for eCOT and traditional school
districts.

For example, ODE had not provided
written guidelines to eCOT when it opened
regarding the basis for funding enrollment,
nor the documentation required for student
attendance. Seven months into the 2000-
2001 school year, ODE’s Office of School
Finance notified eCOT that it would only
fund students beginning with their first log-
in to the school’s system. During September
and October 2000, however, ODE had paid
eCOT $1,688,836 for students who did not

meet this operational definition of
enrollment.
Due to the lack of a formal

enrollment definition, the Auditor of State
did not issue a statement that eCOT be
required to reimburse the state for the
amount overpaid for student enrollment for
the 2000-2001 school year. However, eCOT
and ODE negotiated a settlement in which
the $1,688,836 was prorated and returned to
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the affected resident school districts over the
remaining months of the fiscal year.

Since TRECA, an electronic
community school similar to eCOT, did not
begin operating until the 2001-2002 school
year, it had not been audited at the time of
this report. Therefore, LOEO was unable to
assess the impact of the lack of these
policies and procedures on this school.

The 124" General Assembly defined
electronic school enrollment in Sub. H.B.
364. In addition, ODE’s Office of
Community Schools has drafted electronic
school and electronic course guidelines to
address these and other issues.

Summit academies. ODE’s Office
of Exceptional Children, Office of
Community Schools, and Office of School
Finance conducted an investigation into
allegations brought against the eight Summit
Academy community schools. These
schools are designed to serve students with

attention deficit disorder (ADD) and
attention deficit hyperactivity disorder
(ADHD). The allegations included

procedural violations in serving students
with disabilities in accordance with state and
federal law.

While the investigation concluded
that Summit Academy community schools
had not willfully violated policies, it did

report that most staff were not
knowledgeable about special education
rules, regulations, procedures, and best

practices. The Office of Exceptional
Children has since established a detailed list
of requirements for improvement, including
developing instructional goals, curriculum
and instruction, and instructional adaptations
for children with multiple disabilities.
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In addition to this investigation,
LOEO found that regional service providers,
especially Special Education Regional
Resource Centers (SERRCs), indicated that
many community school staff seem to lack
the skills and knowledge to effectively serve
students with special needs.

Sub. H.B. 364 specifically permits
community schools to contract with another

community school, a school district board of
education, an Educational Service Center
(ESC), a county Mental Retardation/
Developmental ~ Disabilities  (MR/DD)
agency, or a nonpublic school administrative
authority to provide services to students with
special needs.

>k ok ok sk ok ok ok ok ok ok ok

Implementing Accountability Using Annual Reports

One of the central tenets of the
charter school movement is more autonomy
from rules and regulations in exchange for
greater accountability for student outcomes.
Annual reports are one of the primary
mechanisms to ensure that community
schools remain accountable to parents, staff,
sponsors, and the general public. LOEO
found that community schools continue to
have difficulty producing these reports in a
complete and timely manner.

Each community school is required
by law to produce an annual report of its
activities, progress, and financial status to
their sponsor, parents, and LOEO. The Ohio
Revised Code, Section 3314.03 (A)(11)(g)
states:

“...The school governing authority will
submit an annual report of its activities and
progress in meeting the goals and standards
of divisions (A)(3) and (4) of this section
[i.e.,  academic  goals, method of
measurement including statewide
proficiency and later achievement tests, and
performance standards evaluated by the
sponsor] and its financial status to the
sponsor, the parents of all students enrolled
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in the school, and the legislative office of
education oversight...”

LOEO analyzed the 2000-2001
school year annual reports for 60 community
schools. Based on the content of these
reports, interpretations of what the law
requires regarding annual reports varied
among community schools and among
sponsors. For example, there was a wide
range in what community schools reported
for “financial status” and ‘“progress in
meeting the [contract] goals and standards”
in these reports.

Activities and goals

For the 2000-2001 annual reports,
71% (43) of community schools stated their
school mission and 78% (47) included some
discussion of their goals. However, only
53% (32) described the extent to which their
goals were achieved.

Student performance. Almost
every annual report (95%) conveyed some
type of assessment information, whether it
was Ohio Proficiency Test results or
alternative  assessments. Community
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schools are required to administer the Ohio
Proficiency Tests, but not all of them have
students who are at the grade levels where
the testing occurs. In addition, some special
needs students have been exempted from
proficiency testing. Sixty-five percent (39)
of the first three generations of schools
reported proficiency test scores.

Parent satisfaction. Although 40%
(24) of community schools are contractually
required to conduct parent satisfaction
surveys, only ten of these 24 included the
results in their 2000-2001 annual reports.
Those reports that included satisfaction
information usually did not provide the
survey instrument, methodology, or more
than brief descriptive results.

Financial status

In addition to the financial audit of
community schools, annual reports were
intended to serve as a financial
accountability mechanism. As previously
stated, Ohio law requires the financial status
of a school to be included in its annual
report. Accordingly, 85% (51) of the 2000-
2001 annual reports included some type of
financial information. Of these, 73% (37)
reported financial information as a line item
budget. Fifteen percent (9) of schools did
not provide any financial information as
required by law.

Submitting reports to LOEO

The timeliness in which community
schools completed and submitted their
annual reports to LOEO was problematic. In
fact, 95% (57) of reports were received after
the required deadline. Despite reminders to
schools and their sponsors, 58% (35) were
one to six months late and 18% (11) were
over six months late.
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The contract between a sponsor and
a community school establishes the deadline
for completion of annual reports. These
deadlines range from June to November
after a school year. Thus, some schools
have less than a month to prepare their
annual report after the end of their school
year, while others have up to six months.

Sub. H.B. 364 mandates that a
community school’s governing authority
will submit an annual report to its sponsor,
parents of all students enrolled in the school,
and LOEO within four months after the end
of each school year.

Tool of accountability

ODE’s Office of Community
Schools has begun using annual reports, as
well as other sources of data, to conduct the
first round of evaluations of State Board-
sponsored community schools for contract
renewal. However, some community school
administrators and sponsors do not consider
the required annual report a primary tool of

accountability.

Some school administrators view
annual reports as “just another bureaucratic
hoop” to jump through. Others were
confused about what needed to be included
in annual reports, which persons and offices
needed to receive them, and when reports
are due. Community schools may also
believe they can be held accountable more
effectively through periodic newsletters, on-
going meetings, and individual
conversations with parents, rather than
through an annual report.

There appear to be few, if any,
consequences for community schools that
fail to provide the required information or to
submit their reports on time. While some
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schools’ annual reports have improved over
time, LOEO found that regardless of how
long a community school has been
operating, most annual reports continue to
lack the required information. .

Some community school
administrators and sponsors may perceive
that the Local Report Card has replaced
annual reports as a tool of accountability.
However, community schools do not receive
Local Report Cards until their third year of
operation. Furthermore, Local Report Cards
do not include a description of a community

school’s financial status or its strategies for
improving student outcomes.

Most important for accountability,
Local Report Cards do not address the extent
that a community school has met the specific
provisions of the contract with its sponsor.
For example, some schools are contractually
required to conduct parent satisfaction
surveys or maintain a specific student
enrollment. = Documentation of whether
these goals are achieved will not be captured
by the Local Report Card but is expected to
occur in the annual report.
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Summary

One of the purposes of community
schools is to provide parents with additional
educational options for their children.
Community schools are accomplishing this
for a growing number of parents. As a
whole, community schools have not
demonstrated better student academic
performance than similar traditional public
schools.

Some factors are important for
community schools to successfully open and
effectively operate. These include having
school administrators with a background in
education,  including  teaching  and
administration, as well as having staff or
governing board members with substantial
experience in business matters, accounting
and finance, fundraising, working with non-
profit agencies, and legal matters.

However, community school
administrators indicated that they continue

to face implementation difficulties to
opening and operating. Some of these are
the same difficulties that the first 15 schools
encountered when the community schools
initiative began. These barriers include
finances, finding and maintaining adequate
facilities, providing student transportation,
and receiving adequate technical assistance.

One of the tenets of the community
school movement is greater autonomy
(fewer rules and regulations) in exchange for
greater accountability for student outcomes.
Community school annual reports are an
important tool of accountability, but they are
not being produced in a complete and timely
manner. The law that mandates the content
of annual reports is not specific enough to
prevent various interpretations and some
community school administrators and
sponsors do not consider annual reports a
primary tool of accountability.
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Chapter III
The Financial Impact of Community Schools
on Ohio’s Education System

This chapter describes the financial impact of community schools on Ohio’s education system,
including effects on traditional public school districts, regional service providers,
and the state as a whole.

As part of the legislative mandate for
this study, Am. Sub. H.B. 215 requires
LOEO to report on the impact of community
schools on Ohio’s education system,
including “any detrimental impacts on the
State education system or on individual
school districts” that result from the
establishment of community schools.

From the perspective of school
districts and many of their supporters,
financial consequences are the primary
impact that community schools are having
on the state’s education system. Much of
the debate continues to focus on whether
state or local funds are going to community
schools. In its second report (April 2001),
LOEO attempted to focus the terms of the
discussion:

“While it should be clarified that community
schools do not take locally generated tax-
dollars away from the districts, they may,
nevertheless, affect a district’s ability to
provide for the education of students who
remain in district-operated schools.”

While some stakeholders have
reluctantly accepted the technical accuracy
of “state” funded community schools, many
community school opponents continue to
focus on this argument. They contend that
school districts have to spend time,

resources, and political capital to pass levies,
only to have this local money given to the
community schools.

This claim is technically incorrect
since community schools are funded by state
money. However, the substantial and
increasing amounts of state money
transferred to community schools leave gaps
in the districts’ budgets that may have to be
filled by local dollars. Appendix G provides
an explanation of the state funding of
community schools.

The districts’ “loss” of state money
is by design. One purpose of community
schools is to provide competition for
students and state funding, thereby
encouraging traditional public schools to
work harder at improving student
achievement. This competition for limited
resources naturally creates some tension
between traditional and community schools.

This tension has contributed to
strained relationships between traditional
and community schools that some district
officials and community school
administrators have described as ‘“hostile.”
Additionally, some consequences of
community schools have had a negative
financial impact on the state’s education
system.
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Financial Impact on School Districts

LOEO interviewed school
administrators, primarily superintendents
and treasurers, in all 19 Ohio school districts
where community schools were located as of
Fall 2001. Administrators from 14 of these
districts indicated that the greatest impact on
their districts is financial — primarily the
result of losing the state funds for each
student who chooses to attend a community
school.

School district officials identified
four major areas of financial impact due to
community schools:

e Inability to cut costs;
State funds transferred to community
schools;

e Difficulties projecting transfer amounts;
and

e Additional costs (e.g., transportation,
personnel, and special education).

During Senate Education Committee
hearings on Sub. H.B. 364, districts also
identified another area of financial impact:

e Districts that receive no “base cost”
funding from the state, but still lose
money to community schools.

School districts inability to cut costs

School districts struggle to make
adjustments on a year-to-year basis to
compensate for the loss of state funds to
community schools. Most urban districts
claim they are not able to reduce costs
proportionately to the amount of funding
that follows students who leave for
community schools.

26

For example, one elementary school
building may lose five first graders, five
second graders, five third graders and all the
corresponding funds, but that does not
necessarily mean the district can eliminate a
building, classroom, or teacher. Some
districts have been able to make cuts, such
as closing a school or not filling positions
when teachers retire, but most claim they are
not able to make such adjustments on a scale
proportionate to the loss of state funds.

Schools have fixed costs (e.g.,
facility and administrative costs) that are
difficult to reduce. Therefore, due to the
transfer of state funds to community schools,
some districts are forced to make reductions
in other areas. Administrators from three of
the Big Eight districts made such an
assertion.

For example, one district
administrator claimed that they had to
exclude certain grades from the summer
school program, as well as reduce their
accelerated program, extracurricular
activities, and field trips. Additionally, other
administrators noted that collective
bargaining agreements make it difficult to
change personnel as building enrollments
fluctuate.

State funds transferred to community
schools

During the first four years of the
community school initiative, over $290
million in state funding was deducted from
traditional public school districts and
transferred to community schools.
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As previously mentioned, the
competition for state funds naturally creates
some tension between traditional and

community schools. Exhibit 4 displays the
yearly transfer amounts.
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Exhibit 4
State Funds Transferred from School Districts to Community Schools
Fiscal Year 1999 - Fiscal Year 2002

- FY 99 FY 00 FY 01 CFY 02 I ___ Total
$10,985,022 $51,658,903 $91,199,488 | $137,148,237 I $290,991,651
The total amount of the community year 2003. Exhibit 5 displays the steady

school transfer will continue to grow during
the fifth year of the community school
initiative. A projected $196 million will be
transferred to community schools in fiscal
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growth of community school transfer
amounts, including the fiscal year 2003
projection.



Exhibit 5
Growth of State Funds Transferred from School Districts to Community Schools
Fiscal Year 1999 — Projected Fiscal Year 2003

$250,000,000

$200,000,000

$196,905,948

$150,000,000

$137,148,237

$100,000,000

$91,199,488

$51,658,903
$50,000,000

$10,985,022

FY 99 FY 00 FY 01 FY 02 FY 03 (Projected)
Note: FY 03 Projection from ODE February #1 SF-3 Report
While the majority of this money Additionally, = LOEO collected

represents parents electing to have their
children leave the Big Eight districts, other
school districts throughout the state are
beginning  to experience  financial
consequences from the growth of
community schools.

Electronic schools, such as eCOT
and TRECA, draw students from most
districts in the state. In 2001-2002, ODE
data show eCOT drew students from 72%
(442) of the districts in the state with
transfer amounts totaling over $15 million.
During the same time, TRECA enrolled
students from 42% (259) of districts with
transfer amounts totaling over $3 million.
Combined, 77% (474) of traditional public
school districts lost students to electronic
community schools in 2001-2002.
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“sending school data” from the first four
generations of community schools for the
2001-2002 school year. These data identify
the traditional school building that each
community school student previously
attended. For kindergartners, the sending
school is identified as the public school
building they would have attended.
Individual districts may have numerous
buildings identified as sending schools.

Exhibit 6 displays the sending
schools of students that attended eCOT and
TRECA during the 2001-2002 school year.
Each dot represents a sending school
building and provides a visual representation
of the dispersion of electronic community
school students. eCOT students came from
1,302 sending schools and TRECA students
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from 343. In some cases, both community
schools drew students from the same
building.

Not surprisingly, most non-electronic

in the urban regions of the state where the
community school initiative began. Exhibit
7 displays the sending schools of students
attending non-electronic community schools
in 2001-2002. Each dot represents a sending

community school students are concentrated school.
Exhibit 6
Sending Schools of Electronic Community School Students
2001-2002
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Exhibit 7
Sending Schools of Non-Electronic Community School Students
2001- 2002
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Over 80% of Ohio school districts,
regardless of whether a community school
was physically located within their
boundaries, transferred some amount of state
funding to community schools during the

2001-2002 school year. As Exhibit 8
illustrates, a majority of these districts
transferred less than $100,000. However, 76
districts transferred at least $100,000 and ten
of those at least $1 million.

o o ok ok ok sk sk sk sk sk ok
Exhibit 8
Community School Transfers from
Ohio School Districts
2001-2002
. - ‘ Number of ‘Percent of

Amount of Transfer Districts Districts
No community school transfer 115 19%
$1 - 599,999 421 69%
$100,000 - $999,999 66 11%
$1 million or more 10 2%
Total 612 101%*

*Percents do not equal 100 due to rounding.

Originally, the community school
initiative was designed to provide options
for families in low performing school
districts. However, the initiative has
expanded as electronic community schools
draw students from districts throughout the
state.

Nonetheless, the Big Eight districts
are experiencing the greatest impact.
Cincinnati, Cleveland, and Dayton school
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districts are the three biggest “markets” for
community school students in terms of total
loss of state funding. However, Dayton,

“Cincinnati, and Youngstown lost the greatest

percentage of state funding.

Exhibit 9 displays the districts’ total
community school transfer, percentage loss
of state funding, and percentage loss of
enrollment for fiscal year 2002.

[+]
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Exhibit 9

to Community Schools

Big Eight Districts’ Loss of State Funding and Enrollment

Fiscal Year 2002
School District Community School v LOSS.Of State . Loss of Enrollment*
Transfer Foundation Funding |
Dayton $19,672,909 20.8% 15.5%
Cincinnati $26,999,081 19.0% ' 10.6%
Youngstown $8,407,746 13.4% 12.7%
Cleveland $22,017,219 6.2% 5.2%
Akron $8,222,776 6.0% 4.3%
Toledo $10,193,468 6.0% 4.6%
Columbus $9,245,507 4.6% 2.7%
Canton $649,853 1.1% 0.5%

Source: ODE SF-3 Report (FY 02: Final Version 2)
*Enrollment = Formula ADM

Appendix H presents the breakdown
of the community school transfer amounts
from the Big Eight districts.

Three-year average. Most large
urban districts have experienced declining
enrollment in recent years. Enrollment
decreases may result from students moving
out of the district, opting to attend private
school, or being home-schooled.

To buffer the loss of state funding
associated with these changes, the state
developed the “three-year average.” If a
school district’s enrollment declines, it
receives state funding based on a three-year
average enrollment figure or the current year
enrollment, whichever is higher. Districts
who have declining enrollment therefore
receive some state funding for students that
they no longer educate.

However, community school
students are included in the school districts’
enrollment count. The funding for
community schools is deducted after
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enrollment is calculated. @As a result,
districts do not receive the benefit of the
three-year average for their loss of
community  school  students.  Open
enrollment gains/losses are also applied after
enrollment is calculated, and thus not
buffered by the three-year average.
Appendix I contains a detailed description of
the three-year average.

Difficulties projecting transfer amounts

One of the recurring concerns voiced
by traditional school district administrators
is the difficulty in projecting the actual
number of students that will leave for
community schools and the funding that
subsequently follows. Almost every urban
district claimed that the ability to conduct
budgeting, yearly planning, and/or long-
range planning is inhibited because of
unexpected changes in enrollment. In one
district, the treasurer indicated they had
missed budgeting and planning by $500,000
in fiscal year 2002 because of community
schools.
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In each of the first five years of the
initiative, a substantial number of new
community schools opened. School district
administrators indicated that they are not
always aware for the upcoming school year
of the number of new community schools
that will be opening in their district, nor the
number of students who will eventually
enrollment in these schools.

The community school population is
fairly fluid and enrollments vary throughout
the year. Many of these students show great
mobility, moving in and out of the
traditional schools. In addition, community
schools sometimes open later in the school
year than anticipated. District treasurers are
forced to make projections, which may be
problematic for budgeting and strategic
planning. '

For example, if six students decide to
leave the district and enroll in a community
school after the start of the school year, the
district will have approximately $30,000 less
state funding. Presumably, the district had
already made commitments for these dollars
in the form of salaries or supplies. Even
though this $30,000 may represent the
possibility of cutting a teacher’s salary, these
types of adjustments cannot be easily made
during the school year.

Unreliable early projections. The
SF-3 report is an ODE-produced document
that summarizes the foundation formula
calculations of state funding for districts.
New reports present projected numbers
twice a month throughout the course of a
fiscal year until actual numbers are
generated at the conclusion of the year.
Districts make their own projections based
on a variety of factors, but the SF-3 is the
primary source of information for
understanding exactly how much state

-~
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money will be deducted for community
schools over the course of a given fiscal
year.

From ODE’s perspective, the SF-3 is
designed to be a reporting tool, not a
projecting tool. It is not designed to be the
sole source of information for community
school transfer  projections. These
projections usually vary greatly. Some
districts may rely too heavily on the early
SF-3 projections, which may contribute to
difficulties in budgeting and planning.
However, the SF-3 may be the only tool that
districts have to make these types of
projections.

To illustrate, 92 community schools
were operating at the end of fiscal year 2002
and the final statewide community school
transfer amount was over $137 million. By
the fall of 2002, 127 schools were in
operation and at least another 30 had
approved contracts. However, on the first
fiscal year 2003 SF-3 report (July 2002), the
statewide estimated community school
transfer amount was only $136,839,580.
Even though at least thirty new schools were
set to open, the first report of the new fiscal
year estimated a smaller transfer amount
than the final figures from the previous year.

It was not until the second August
2003 SF-3 report that the projected transfer
amount climbed to over $150 million. By
this date, many districts had finalized their
budgets and had either already opened or
were less than a week away from the
beginning of the school year.

Estimated enrollments. ODE takes
the official count of enrollment for state
funding purposes during the first week of
October. From 1998 to 2001, new
community schools were funded prior to the
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October count based on their own estimated
enrollments, which were often inaccurately
high. In the summer of 2001, ODE
instituted changes to correct this problem.

New community schools are now
funded at 50% of the first year estimated
student enrollment stated in their contracts
or their actual enrollment as reported on the
web-based system, whichever is greater.
This adjustment is based on historical trends
that initial community school enrollments
were, on average, about 50% of their
contract projections.

All community schools are funded
based on their actual enrollment by the end
of September. Districts do not experience a
deduction for new schools until after the
October count. If a community school is
due to receive more than the initial funding,
the additional transfer is prorated over the
course of the year.

The under-estimates in the early SF-
3 projections can be partially explained by
these funding procedures for new
community schools. Although this new
procedure is an improvement and reduces
the chances of over-estimations at the
beginning of the year, it still creates
problems of its own. Districts will not
receive an accurate state estimate of their
deductions until after the October count.
Until that point, SF-3 projections are likely
to be lower than the actual figures.

Appendix H displays the projections
for the fiscal year 2003 reports compared to
fiscal year 2002, as well as details on the
projections for the Big Eight districts.

Community schools opening after
the October count week. For various
reasons, community schools sometimes open
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after the October count week. Students who
attend these schools may not be included in
the district of residence’s enrollment,
referred to as the Average Daily
Membership (ADM). However, the state
per pupil funding is still deducted even
though the district never received state
funding for these students. As a result, the
district experiences a net loss of state funds.

A similar effect occurs when a
home-schooled or private school student
enrolls in a community school after the
October count week. This problem was
addressed in the recently passed Sub. H.B.
364, which directs ODE to adjust the ADM
of districts by including these students and
recalculating the state funding totals.

Additional costs to districts

Seven of the 19 school districts with
community schools in the fall of 2001
identified additional costs that are difficult
to quantify. Several administrators indicated
that they had to increase expenditures in
areas such as transportation services and
personnel to address increased
administrative duties as a direct result of
community schools.

Transportation. School districts are
required by law to transport community
school students. District officials identified
this responsibility as an additional cost.
Because of their dispersion, many
community schools and their students do not
fit into the existing bus routes.

One district underestimated
transportation costs and found routing
difficult as a result of community schools.
Another district experienced inefficiencies
because they could not fill buses to capacity
with community school students. Its
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teasurer estimated that it costs $800 to
transport a community school student versus
$500 for a traditional school student.
According to this district, the workload has
increased for the transportation staff.

Personnel. As previously stated,
community school students are included in
the ADM of their district of residence.
Since state funding is based on the ADM,
districts need to keep accurate records to
verify that students have left their district
and the appropriate amount of state dollars
have been deducted. School district
administrators claimed that community
school enrollment records are often
incomplete or inaccurate.  Additionally,
there is sometimes uncertainty regarding
when a student is officially enrolled in a
community school.

Some districts have hired additional
personnel for this task. For example,
administrators in one district noted that they
now have two full-time staff monitoring
community school enrollment. Even
without hiring extra personnel, the resources
of the districts’ current employees are
strained.

Additional cost of special
education. The state formula for providing
funding for special education places an
additional financial burden on school
districts when a student with disabilities
transfers to a community school. The
special education weighted amount deducted
from school districts and transferred to
community schools is larger than the amount
of state funding provided to districts for each
special education student. Appendix K
contains a detailed description of this
funding process.

35

Districts that receive no “base cost”

funding from the state

LOEO has identified 23 districts that
received no state share of base cost funding
in fiscal year 2002. Seventeen of these
districts had a community school deduction.

While 23 districts received no state
share of base cost funding, every active
school district in Ohio received some
amount of state funding in 2001-2002. Even
affluent districts received some state funding
for items such as the guarantee, gifted aid,
transportation, and/or  several other
categorical foundation funding items.
Therefore, when a district receives no base
cost funding, the community school transfer
is deducted from a pool of state funds that
are intended for other purposes. Appendix J
contains details on these 23 districts. '

Summary of financial impact on school
districts

Many school districts claim that they
are not able to reduce costs proportionately
to the amount of funding that follows
students who leave for community schools.
While a majority of districts in the state lose
some amount of state funding to community
schools, the urban districts lose the most.
The Big Eight districts lose millions of
dollars of state funding and the amount
grows as new community schools open each
year.

Districts are forced to make
projections of these transfer amounts, which
causes difficulty for budgeting, yearly
planning, and long-range planning. Districts
also identified additional transportation and
personnel costs resulting from community
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schools, which are difficult to quantify.
Some school districts that receive no base

cost funding from the state are losing other
state funds to community schools.
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Financial Impact on Regional Service Providers

LOEO interviewed 17 regional
service providers including Educational
Service Centers (ESCs), Special Education
Regional Resource Centers (SERRCs),
Regional Professional Development Centers
(RPDCs), and Data Acquisition Sites (DA
Sites) about the impact of community
schools. The majority of these organizations
responded that they have incurred some
minimal costs as a result of community
schools, primarily related to increased
expenditures for distribution lists (e.g.,
postage and printing).

Additionally, there appears to be
much confusion among providers as to how
community school students and teachers fit
into the organizations’ state funding
structures and service responsibilities. For
example, a few RPDCs were not sure if
community school teachers are included in
the state funding formula even though the
provider is responsible for providing
services. LOEO found that during the first

three years of the initiative, community
school teachers were not included in the
funding formula. However, this concern
was addressed and community school
teachers were incorporated into the formula
as of the 2001-2002 school year.

Regional organizations have
indicated they are experiencing some
adverse effects on their funding structures as
they adapt to the presence of community
schools. Some providers have encountered
difficulties collecting contracted fees and
conducting business with community school
officials who have little experience. When
community schools do contract for services,
they do not always pay on time. One ESC is
still trying to recover $70,000 from a
community school and has pulled
consultants from the building. This director
informed LOEO that they never had to deal
with credit issues before and now must
rethink how they contract with community
schools.
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Financial Impact on the State

The financial impact on the state as a

whole includes additional funds for direct

services and start-up grants to community
schools, the inclusion of new students into
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the public education system, and the cost of
increased administrative functions for state
agencies.



Community school line item

Each of the past three state biennial
budgets has included an additional line item
in the General Revenue Fund for community

schools. This funding represents part of the
cost of community schools to the state —
more than $20 million over six years.
Exhibit 10 displays the appropriation
amounts since fiscal year 1998.
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Exhibit 10
General Revenue Fund Appropriations
For Community Schools (Line 200-455)

- FY © Legislation - | . Appropriation
98 H.B. 215/H.B. 650/H.B. 770 (122™) $1,200,000
99 H.B. 215/H.B. 650/H.B. 770 (122" $2,300,000
00 H.B. 282 (123%) $3,500,000
01 H.B. 282 (123%) $3,500,000
02 H.B. 94/S.B. 261 (124") $4,728,935
03 H.B. 94/S B. 261 (124%) $4,824,517

Total ' $20,053,452

This line item includes funds for
ODE and Lucas County Educational Service
Center services, such as technical assistance
and start-up grants. Community school
developers can receive state start-up grants
from this state fund. Each of the first
through fourth generation schools could
receive up to $50,000. Fifth-generation
schools can receive up to $25,700.

Integrating new students into the system

Various stakeholders identified one
additional cost to the state from the
community school initiative - the
incorporation of home-schooled children
and students previously enrolled in private
schools into the public education system.
Several community schools, particularly the
electronic schools, target the home-school
market. While no specific total count of
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home-schoolers in the state is available, it is
estimated to be a considerable number of
Ohio’s children and may be growing.

Home-schooled students. Home-
schooled children are not included in a
district’s ADM count. If they enroll in a
community school prior to the first week in
October, they are added to their district of
residence’s ADM count and the per pupil
deduction is  subsequently  applied.
Therefore, the school district experiences no
actual impact on funding. This additional
cost is paid for by the state as part of the
overall “base cost” line item (GRF 200-501).

LOEO’s sending school data
identified 582 previously home-schooled
students that attended a community school
during the 2001-2002 school year. At an
estimated expense of $5,000 per student,



these additional students cost the state
approximately $2,910,000.

Private school transfers. A similar
effect results from students who come from
private schools. For instance, there were
1,326 community school students for the
2001-2002 school year that came from
private schools. At an estimated expense of
$5,000 per student, these additional students
cost the state approximately $6,630,000.

Cost estimate. The addition of
1,908 previously home-schooled and private
school students has been an unforeseen cost
to the state of approximately $9,540,000.
Exhibit 11 displays these estimated costs.
This total is an underestimate because it
does not include the cost of doing business
factor, special education, DPIA, or other
related state funds.
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Exhibit 11
Estimated Additional Cost to the State Due
to the Inclusion of Home-Schooled
and Private School Students

Former School Number of Students R Sl?(s;(t)getit?:i?n t
Home School 582 $2,910,000
Private 1,326 $6,630,000
Total 1,908 = $9,540,000

Additional costs to the state

As with every state-sponsored
program, the administration of the
community school initiative costs money.
Within ODE, the Office of Community
Schools was created to deal with the
numerous issues of implementation,
evaluation, and technical assistance. Other
offices within ODE (e.g., School Finance
and Exceptional Children) have considerable
responsibilities for administering the
community school program. Additionally,
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the Auditor of State’s office is responsible
for financial audits of the community
schools.

In effect, adding community schools
is equivalent to adding over 130 new
“districts” to a system that already has 612.
There is an ongoing question of whether the
state’s administrative agencies have the
capacity to keep pace with the growth of the
movement. The cost of staff, office space,
and daily operations is substantial and will
likely grow in the future.




Summary

Am. Sub. H.B. 215 requires LOEO
to report on the impact of community
schools on Ohio’s education system,
including “any detrimental impacts on the
State education system or on individual
school districts” that result from the
establishment of community schools.

The greatest impact of community
schools on traditional school districts has
been financial. @The community school
movement is expanding, costing school
districts over $290 million in state funding
during the first four years of the initiative.
This loss of state money is by design, since
one purpose of community schools is to
generate competition for students and state
funding, thereby encouraging traditional
schools to work harder at improving student
achievement. Competition for limited
resources naturally creates some tension
between traditional and community schools.

While the “state versus local”
funding argument continues, districts are
forced to use local money to fill gaps left by
the loss of state funds. Most districts claim
they are not able to reduce costs
proportionately on a year-to-year basis.
Additionally, the unpredictable yearly
increase in the transfer of state funds to
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community schools has created problems
with district budgeting and planning.

Districts also identified additional
transportation and personnel costs, resulting
from community schools, which are difficult
to quantify. Some districts that receive no
base cost funding from the state are losing
other state funds to community schools.

Regional service providers have
incurred minimal costs to provide services to
community schools, but are seeing some
adverse effects on their funding structures as
they adapt to the presence of community
schools. Some providers have encountered
difficulties collecting contracted fees and
conducting business with community school
officials who have little experience running
schools.

A cumulative six-year total of over
$20 million of state money has been
appropriated for ODE and Lucas County
Educational Service Center services, such as
technical assistance and start-up grants to
community  schools. In addition,
incorporating previously home-schooled and
private school students into the system has
increased the overall cost to the state by at
least $9 million.



Chapter IV
Community Schools’ Impact on Educational Programming,
Marketing, and Customer Service

This chapter explores the impact of community schools on Ohio’s education system,
specifically the educational programming, marketing efforts, and
customer service of school districts.

As mentioned in Chapter I, one
purpose of the community school initiative
is to encourage the development of
innovative instructional and management
approaches that can be transferred to
traditional public schools. Another purpose
is to provide an educational choice for
parents who do not want their child to
remain in the same school district or who
cannot afford private school tuition or to
move to another school district.

Community schools also provide
alternative educational options for children

who may not do well in a traditional school
setting or require a specialized learning
environment.

The competition for students and
financial resources fuels the tension that
exists between community and traditional
schools. This tension may impede the
collaboration necessary for the transfer of
instructional and management approaches.
It has resulted, however, in increased
attention to marketing and customer service
by some traditional public school districts.
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Educational Programs

LOEO interviewed superintendents,
treasurers, and board members from 19
school districts to help determine the impact
of community schools on Ohio’s education
system. These interviews included
administrators from all Big Eight school
districts, as well as 11 other urban districts
where community schools were located
during 2001-2002 school year.

Impact of Local
community schools

Report Cards vs.

More than three-fourths of those
interviewed attributed recent changes in
their educational programming to factors
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other than community schools.
Administrators in 11 of the 19 urban school
districts claimed that proficiency test results
and Local Report Card performance
accountability = ratings, rather  than
community schools, were the primary reason
for increasing attention to student
performance and making changes to their
educational programming.

One district identified their Student
Achievement Reform Initiative, started in
1997, as an additional factor for change.
Another district indicated that the results of
audits by outside groups helped initiate
changes to their educational programs.
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Attributing changes in educational
approaches to the Local Report Card seems
plausible given that the first report cards
were issued to school districts
approximately one year after the first 15
community schools opened in 1998. As part
of its response to the Ohio Supreme Court’s
decision in DeRolph v. The State of Ohio,
the General Assembly began using passage
rates on the Ohio Proficiency Test as part of
a new school district accountability system.

Through Am. Sub. S.B. 55, the 122"
General Assembly established minimum
performance standards for school districts,
created “performance accountability
ratings,” and required the Ohio Department
of Education to issue an annual Local
Report Card for every school district in the
state beginning with the 1999-2000 school
year.

School districts that receive ratings
of “continuous improvement,” ‘“academic
watch,” or “academic emergency” must
develop a formal Continuous Improvement
Plan to guide their overall improvement of
student outcomes. They must show a certain
level of improvement in test scores and
achieve the next highest performance
accountability rating within a specified time.

Competition for students

Administrators in four of 19 urban
school districts claimed that competition
with community schools for students was a
factor in initiating changes to educational
programs and the way they assess student
outcomes. For example, one district started
an alternative school and another district
started an alternative education center in
response to community schools. Both of
these new programs provide educational
opportunities to students with special needs.
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Tensions between community and
traditional schools. LOEO found that the
relationships  between community and
traditional schools range from positive in
some districts to “non-existent” and even
“hostile” in others. While traditional school
districts are frustrated by a loss of state
funds, community schools feel that they do
not receive equitable per pupil funding.
Traditional school administrators cite
examples where community schools are not
properly monitored or held financially and
academically accountable. These
perceptions, as well as other factors, fuel
tensions between community and traditional
schools.

Litigation involving traditional and
community schools adds to the tension. A
lawsuit filed in Franklin County Common
Pleas Court on May 14, 2001 alleges that
Ohio’s community schools violate the state
Constitution and state laws. A second
lawsuit is specific to Dayton city schools.
These lawsuits are still pending.

Although one of the purposes of
community schools is to develop innovative
instructional and management approaches
that might be transferred to traditional
schools, this strained relationship may be
inhibiting community and traditional schools
from  sharing ideas and  working
cooperatively to provide the best education
for Ohio’s children.

Niche schools. Administrators in
five of 19 urban school districts recognized
that some students are leaving their schools
to attend “niche” community schools. Niche
school provide educational services or a
specialized learning environment that the
district may not effectively provide. For
example, some of the niche community
schools offer educational programs that are
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focused on the performing arts, use a
Montessori approach to education, or
provide services to students with special
needs such as autism, attention deficit
disorder, or severe physical and behavior
disabilities.

There seems to be an increasing
acknowledgement on the part of traditional
public school educators of the value of niche
community schools that provide a
specialized learning environment for
children. Many community school officials
seem to share this view as well. However,
traditional and community public schools
may differ on what constitutes a niche
school. That is, some define niche schools
as those that serve specific groups of
students, such as autistic children. Others
use the term more loosely, allowing it to
encompass broader groups of students such
as those who are “at-risk.”

Electronic schools. eCOT and
TRECA may be credited with sparking an
interest in traditional school districts to try

this innovative electronic approach, and
therefore be having the greatest impact on
the educational programming in traditional
public school districts. At least 25 different
school districts indicated to ODE an interest
in sponsoring new conversion and start-up
electronic community schools for the 2002-
2003 school year. This is an increase of
almost 500% from the number of school
district-sponsored community schools that
were in operation the previous school year.
By December 2002, ten district-sponsored
electronic = community schools were
operating. TRECA was instrumental in
helping most of these schools open.

As mentioned, Sub. H.B. 364
expanded “start-up,” or newly created,
community schools to “academic watch”
school districts. However, the bill also
requires that all electronic community
schools be- start-up - schools.  Therefore,
school districts that are identified as
“effective” or “continuous improvement”
are not eligible to sponsor an electronic
community school within their district.
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Marketing/Customer Service

Approximately half of traditional
public  school district administrators
indicated they have recently increased their
marketing and attention to parent customer
service. However, only four attributed these
efforts to community schools. The reasons
given for these increased efforts varied
among school districts.

For example, in 1998, one traditional
school district launched a large mass media
marketing effort. One board member
believed that the purpose of this marketing
effort was to restore public confidence in
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their ability to educate students given recent
improvements in proficiency test scores.

Another school district administrator
said that they face more competition for
students from suburbs, rather than
community schools. He explained that
parents are leaving the city to find jobs in
the suburbs. This city school district loses
approximately 150 students a year to a
neighboring suburban school district. The
school administrator said that the district is
marketing itself better because it has
increased accountability and improved
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student assessment. They want to get the
word out that the school district is
improving its student outcomes.

Three administrators from different
school districts acknowledged that they are
competing with community schools for
students and, as a result, have increased their
marketing  strategies. One  district
superintendent stated that when a district
loses a certain amount of students and the

money is transferred to community schools,
it makes a difference.

One Big Eight school district
administrator said that community schools
have helped the district identify its
weaknesses and areas in need of
improvement, such as customer service.
This administrator believes students are
leaving the traditional public schools
because they feel that they will be treated
better, not necessarily for a better education.
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Summary

The competition between traditional
and community schools for students and
funding sources has resulted in tension that
may hinder the transfer of instructional and
management approaches to traditional public
schools. However, this competition also
encourages some school districts to make
positive changes by placing a greater
emphasis on marketing and customer
service.
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Possibly the greatest impact that
community schools have had on educational
programming and instructional approaches
has been due to the electronic community
schools, which have resulted in an increased
interest by school districts in sponsoring
electronic schools. However, most large
urban  school  districts claim that
performance ratings on the Local Report
Card have had a greater impact on education
programs and focus on student outcomes
than the presence of community schools.
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Chapter V
Conclusions and Recommendations

This chapter presents LOEQ’s conclusions and recommendations regarding the assets
and liabilities of community schools, ongoing implementation issues,
and the impact of these schools on Ohio’s education system.

Charter schools, known as “community schools” in Ohio, were established as a pilot
program in 1997 by the 122" General Assembly in Am. Sub. H. B. 215. Community schools are
exempt from many of the rules and regulations that traditional public schools must follow in
exchange for greater accountability for student outcomes. In June 1999, Am. Sub. H. B. 282
expanded commumty schools to the 21 largest yrban school districts and other dlstncts that are
determined to be in “academic emergency.”

The number of community schools has grown from 15, during the 1998-1999 school
year, to 133 by December 2002. This is an increase of almost 800%. In December 2002, the
124™ General Assembly further expanded the community school initiative to school districts in
“academic watch” through Sub. H. B. 364. The bill also capped the number of start-up
community schools at 225 until July 2005.

For this report, the General Assembly required LOEO to examine the assets and liabilities
of community schools to Ohio’s education system as a whole and the impact of these schools on
individual school districts. This report also continues LOEO’s evaluation of the implementation
issues surrounding the opening and operation of community schools.

Assets of Community Schools

Advocates believe that one asset of community schools is that they provide an
educational choice for parents who do not want their child to remain in the same school district
or who cannot afford private school tuition.

Community schools may also provide an option for children who do not perform well in
a traditional school setting or who need a specialized learning environment. Advocates speculate
that parents may become more involved in their child’s learning if they have a sense of
ownership because of exercising “choice.”

LOEO concludes that community schools provide an educational option for a growing
number of students. The number of students enrolled in these schools has increased from just
over 2,000 during the 1998-1999 school year to an estimate of over 33,000 for the 2002-2003
school year.

Some community schools focus on providing a specialized educational opportunity for a
particular type of student. For example, some community schools provide instruction and

61




services for students with autism, attention deficit disorder, or severe physical and behavior
disabilities.

LOEO’s third report, Community Schools in Ohio: Preliminary Report on Proficiency
Test Results, Attendance, and Satisfaction (May 2002) found that neither community schools nor
similar traditional schools performed well on the 4™ and 6 grade proficiency tests during the
1999-2000 school year, although traditional schools as a group outperformed community
schools as a group. When LOEO compared each individual community school to a similar
traditional school, the results were mixed.

These preliminary results from nine community schools with proficiency test data
indicated that, as a whole, they had not demonstrated better student academic performance than
similar traditional public schools.

School district administrators stated that, to date, Local Report Cards and academic
ratings are having more of an impact on their educational programming and focus on student
performance than community schools. However, eCOT and TRECA may be having an impact
as demonstrated by the increased level of interest by traditional school districts in sponsoring
electronic community schools.

Community schools have also increased the competition with traditional public schools
for student enrollment and financial resources. This has helped these school districts to provide
better customer service and improve their marketing strategies.

Liabilities of Community Schools

School district administrators stated that increasing amounts of state funds are transferred
to community schools, leaving gaps in the districts’ budgets that may have to be filled by local
dollars. Most districts also claim they are not able to reduce costs proportionately on a year-to-
year basis. Additionally, the unpredictable yearly increase in the transfer of state funds to
community schools, as well as not knowing the number of community schools that will open, has
created problems for school district budgeting and planning.

Originally, the community school initiative was designed to provide options for children
in low-performing school districts. However, the initiative has expanded as electronic
community schools draw students from school districts throughout the state. Nonetheless, the
urban school districts are experiencing the greatest financial impact. During the first four years
of the community school initiative, $290 million in state funding was deducted from traditional
public school districts and transferred to community schools. Another $196 million is projected
to be transferred for fiscal year 2003.

Traditional school districts perceive this “loss” of state funds as a liability of community
schools. However, because the state funding that follows students from traditional public
schools to community schools is by design, proponents of community schools do not view this as
a liability.
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The state budget has added a line item for services and start-up grants to community
schools at a cumulative cost of $20 million since 1998. Opponents of community schools
consider this cost to be a liability, while proponents do not. In addition, incorporating previously
home-schooled and private school students into community schools has increased the overall
cost to the state by at least $9 million since 1998.

The relationships between community and traditional schools range from positive in
some districts to “non-existent” and even “hostile” in others. While traditional school districts
are frustrated by the loss of state funds, community schools feel that they do not receive their
equitable share of funding.

Traditional school administrators do not believe that community schools are properly
monitored or held financially and academically accountable. These perceptions fuel tension
between community and traditional schools. This tension, and sometimes hostility, reduces the
chances that traditional and community schools will work together to share innovative
educational approaches or work collaboratively for the benefit of all Ohio’s children.

Implementation of Community Schools

LOEO identified some factors that are important for the successful opening and operation
of community schools. Having administrators with a background in education, and staff and
governing board members who have substantial experience in business, accounting and finance,
fundraising, working with non-profit agencies, and legal matters increases the chances of
community schools being successful.

However, regardless of how long they have been operating, most community school
administrators indicated they continue to struggle with some of the same implementation
difficulties that the first 15 community schools experienced during the 1998-1999 school year.
These include finances, acquiring and maintaining facilities, transporting students, and accessing
helpful technical assistance.

Community schools are eligible for state and federal funds for operating expenses.
Community school administrators and other stakeholders reported that obtaining additional
funds, beyond what the state provides, makes operating a school less difficult. Two-thirds of the
63 community schools that were audited finished the 2000-2001 school year with a budget
surplus. However, half of these schools experienced difficulty keeping the appropriate fiscal
records.

Unlike traditional public schools, community schools must use basic state aid for both
operating and facility expenses. Community schools typically spend 6.4% of their annual
operating budget for lease or mortgage costs. Administrators stated that the cost for making
required renovations to meet school building codes is an added expense. However, LOEO was
unable to isolate these costs.

It could be argued that community schools need additional funding for facility expenses.
However, given the difficulty LOEO experienced obtaining accurate and complete spending
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data, it seems premature to assess or report just how necessary such funding might be. Although
some community schools identified finances as a problem, LOEO could not conclude whether
more overall funding is needed for community schools.

The 124™ General Assembly assisted community schools in Amended Substitute House
Bill 94 with the financial burden of acquiring and maintaining a facility by creating the
Community School Classroom Facilities Loan Guarantee Program.

Perceptions among community school administrators were mixed regarding the
availability and usefulness of the technical assistance they receive from their sponsor.

On the one hand, regional service providers were unclear about their responsibility in
providing technical assistance and other services to community schools. Some service providers
also felt that community school administrators and staff were generally deficient of essential
knowledge and skills to effectively operate a school. On the other hand, many community
school administrators seem to be unaware of the technical assistance that is available or choose
not to access available sources.

It is unclear to LOEO whether the quality of technical assistance available to community
schools is lacking. A larger question is whether technical assistance alone should be expected to
provide all the information and services necessary to open and run a school. Community school
administrators might benefit from assessing their information needs and taking greater
responsibility for using the technical assistance that is already available through ODE and other
service providers.

Overall, LOEO concludes that some community schools are missing several
implementation conditions important for success, including:

e Availability of adequate facilities that do not require extensive renovations;

¢ School administrators who have basic knowledge and experience needed to operate a school;
and

e Regional service providers with clearly defined roles and responsibilities regarding their
services to community schools.

Given the lack of data regarding what community schools spend for renovations, LOEO
cannot predict these costs. Furthermore, some community schools have used funds to renovate
buildings, only to leave them and spend additional funds to renovate a different facility. This
may not be a good use of state funds.

As mentioned throughout this report, the 124" General Assembly made substantial
changes to the community school initiative in Sub. H.B. 364. Many of these are intended to help
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with implementation issues, including some of those that LOEO previously identified. These
changes include:

¢ Mandating a new role for ODE that includes:
= Overseeing all community school sponsors;
* Providing technical assistance to persons interested in opening a community school,
sponsors, and community schools for development and start-up activities; and
® Issuing an annual report to the Governor and General Assembly on the academic
effectiveness, legal compliance, and financial condition of community schools.
¢ Requiring community school sponsors to be an “education-oriented entity” and meet with
each school’s governing board and review its financial records at least once every two
months;
e Limiting to 225 until July 2005 the total number of “start-up” community schools that can
operate statewide;
¢ Allowing community schools to contract with other educational agencies to provide services
for any disabled student;
Mandating training requirements for community school treasurers;
Defining enrollment and attendance, including for electronic schools;
Steps for paying a community school or collecting overpayments for enrollment
discrepancies; and
e Making the state not liable for debt incurred by community school governing boards.

LOEO believes that some time is needed to implement the changes made in Sub. H.B.
364 and assess the impact of the bill on community schools and their daily operations.

Recommendations

In addition to the changes made in Sub. H.B. 364:

LOEO recommends that the General Assembly: -

e Require cdmmunity ’smchool ‘sponsors  to have knowledge and expertise regarding
business matters. = ' '

LOEO recomniends that ODE_:

o Coordinate efforts with and among regional service providers and clearly define their
roles in providing services to community schools. These services may include business
matters, curriculum development, assessing and providing services to students with
special needs, and professional development.

LOEO recommends that community school sponsors:
¢ Ensure that community school staff or board members have access to expertise in the

areas of education, business and finances, non-profit agencies, serving students with
special needs, and legal matters.
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o‘. Are kndWledgeabl_e aboﬁt and use existing sburces of tecﬁniéal assiStance.
LOEO recommends that community schools:
® Are knowledgeable about and use existing sources of technical assistance.
e Comply with EMIS reporting requirementé by including faciljity:costs (ie., mortgagé,

lease, and renovations) as part of their financial reporting to ODE and the Auditor of
State. : ‘

Annual Reports

All community schools are required by law to produce an annual report of their activities,
progress toward meeting contracted goals, and financial status to their sponsors, parents, and
LOEO. Based on the 2000-2001 annual reports, LOEO found that community schools varied in
how they interpreted what the law requires them to report. For example, the annual report
information provided under “financial status” and “progress in meeting the goals and standards”
varied widely among community schools.

Many community school administrators and sponsors do not consider the required annual
report to be a primary tool of accountability. Others were confused about what needed to be
included in annual reports, who needed to receive them, and when these reports were due.

Community school administrators and sponsors may perceive that the Local Report Card
has replaced annual reports as a tool of accountability. However, community schools do not
receive Local Report Cards until their third year of operation. The community school annual
report is the only accountability tool that is produced every year after and includes a description
of a school’s financial status, strategies for improving student outcomes, and the extent that a
community school has met the provisions of the contract with its sponsor.

In order for community schools to maintain greater accountability for student outcomes
in exchange for fewer regulations, they must abide by community school laws. These laws
intend for annual reports to be a tool of accountability for community school parents, sponsors,
policymakers, and the general public.

In order for the annual report to be a tool of accountability to all intended audiences, it
must present a comprehensive picture of how the school is meeting the goals stated in its
contract.

Recommendations

If the General Assembly intends annual reports to function as a tool of accountability:
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LOEO recommends that the General Assembly

e Strengthen the leg1$lat1ve language for annual reports to spec1ﬁcally requ1re that they
include: A t
= Itemized revenues and expenditures;
* Anexplanation of financial status and strategles for maintaining financial stability;
* Results of the Ohio Proficiency Test and alternative assessments;
= A descnptlon of the extent the school achieved its goals regarding student
outcomes and intended strategies for improvement; and ,
‘= A description of how the school has achieved other goals stated in the contract with
its sponsor.

e Clarify consequences of late or incomplete reports.

e Require community school sponsors to: :
* Assist.community schools in defining, measuring, and reportlng on the goals stated
-~ in their contracts; '
= Provide feedback to community schools regarding their annual reports for purposes
of improvement; and '
= Use these reports, in addition ‘to other data, to evaluate community schools for
contract renewal. :

Impact of Community Schools

LOEO concludes that the greatest impact of community schools on traditional school
districts has been financial. The community school movement is expanding, costing school
districts millions of dollars in state money. The transfer of state money from traditional school
districts to community schools is by design. One purpose of community schools is to provide
competition for students and state funding, thereby encouraging traditional public schools to
work harder to improve student achievement. '

While the state versus local funding argument continues, school districts may be forced to
use local money to fill gaps left by the loss of state funding. Most districts claim they are not
able to reduce costs proportionately on a year-to-year basis.

The unpredictable yearly increase in the transfer of state funds from traditional school
districts to community schools has created problems with budgeting, yearly planning, and long-
range planning for traditional school districts.

Transportation continues to be a source of frustration and hostility for some school
districts. Several district officials claim that transporting community school students creates
additional costs. These students do not always fit efficiently into existing bus routes.
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Regional service providers have incurred minimal costs to provide services to community
schools, but are seeing some adverse effects on their funding structures as they adapt to the
presence of community schools. Some providers have encountered difficulties collecting
contracted fees and conducting business with community school officials who have little
experience running schools.

If the General Assembly wants to reduce the difficulties that traditional school districts
experience with planning and budgeting and therefore the tension between districts and
community schools:

LOEO recommends that the General Assembly:

® [Establish a deadline in early spring when community school contracts need to be
finalized and signed for the upcoming school year.

® 'Require community schools to alert the school districts from which they draw students
with their expected date of opening and anticipated enrollment. This should be done as
soon as the community school signs a contract with its sponsor.

In addition, the following policy option might help reduce this tension:

Policy option:

® The General Assembly consider providing additional funding to school districts to offset
the additional costs of transporting community school students.

Issues of separate funding for community schools

One strategy that has been suggested to address the tension between traditional school
districts and community schools is to eliminate the community school transfer from school
districts” SF-3 forms. This could be accomplished by funding community schools directly using
separate SF-3 forms. Such a strategy would help reduce the school districts’ perceived loss of
local funds. Both districts and community schools would receive state funds based on the
number of students enrolled during the October count.

In addition, separate SF-3 forms would allow the loss of students to community schools
to be included in the calculation of the three-year average for traditional school districts. This
would buffer districts’ loss of state funds resulting from declining enrollment, which is the
original purpose of the state’s three-year average funding policy.

While this change would allow school districts to receive the benefit of the three-year
average for the loss of community school students, it would result in a substantial cost to the
state. LOEO estimates a two year cost of $154 million to the state if all current community
school students are removed from their district of residences’ enrollment and buffered by the
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three-year average. Even if districts are not given credit for current community school students
and can only factor in future losses, the cost to the state is still considerably high.

Eliminating the community school transfer from school districts’ SF-3 forms could
reduce the tensions between traditional and community schools. However, given that it would

result in a substantial cost to the state, LOEO is not recommending this strategy. Appendix I
contains LOEO’s estimate of state costs if community schools were funded separately.
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IAppendix A

Timeline of Community School Legislation and Events

ignificant Community
S T3 School Events 5

122" General Assembly

Am, Sub. H.B. 215 (June 1997)

o  Established “pilot” community school program in Lucas Application process began for
County. schools seeking sponsorship

e Did not allow community school contracts in Lucas County from the Lucas County
to extend beyond 2003. Educational Service Center

e Allowed any district in the state to convert a classroom, a and the State Board of
wing, or an entire school building into a community school — Education.

1997 called “conversion” schools.

e Made conversion schools permanent so long as their
contracts are renewed (every one to five years).

e Required school districts to transport community school
students.

122" General Assembly

Am. Sub. S.B. 55 (August 1997)

e  Permitted start-up community schools in any “Big Eight”
district.

122°¢ General Assembly

Am. Sub. H.B. 770 (June 1998)

Made mi h . . ) Five community schools
° lade minor changes regardmg special education, began operating in Lucas
Disadvantaged Pupil Impact Aid (DPIA) and all-day County

1998 kindergarten funding for community school students. ' )
Ten community schools began
operating in six of the “Big
Eight” districts.
A total of 15 community
schools operated with
approximately 2,300 students.

123" General Assembly

Am. Sub. H.B. 282 (June 1999)

e  Made the Lucas County “pilot” program permanent, 15 community schools began
allowing the community schools initiative to continue in their second year of operation
Lucas County beyond 2003, although individual community for the 1999-2000 school year.
schools are subject to their original contract length. 33 new community schools

1999 | * Expanded the community schools initiative to allow start-up began operating during the
community schools in; 1999-2000 school year.
* any of the 21 largest urban districts in the state; and A total of 48 community
*  any district determined to be in “academic emergency.” schools operated during the

e Established the Office of School Options within the Ohio 1999-2000 school year with
Department of Education to provide statewide technical approximately 9,000 students.
assistance to community schools.
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- “Significant Community

® 39 new community schools
began operating during the
2000-2001 school year.

e  Four community schools

2000 closed in 2000.

* A total of 68 community
schools operated during the
2000-2001 school year with
approximately 17,000
students.

124" General Assembly
Am. Sub. H.B. 94 (June 2001)

®  Added career technology weights to community school state | ¢ 28 new community schools
basic aid transfer amounts from traditional public school began operating during the

districts. 2001-2002 school year.
2001 | °® Provided exceptions to the requirement for local school .

.. - Five community schools
districts to transport community school students.

closed or suspended
¢  Created the Community Schools Classroom Facilities Loan operations.

Guarantee Program. e A total of 92 community

schools operated during the
2001-2002 school year with
approximately 23,000
students.

124™ General Assembly
Sub. H.B. 364 (December 2002)

e Adds "academic watch" school districts to those districts in e 27 new community schools

which start-up community schools may be located. began operating during the
¢ Eliminates the authority of the State Board of Education to 2002-2003 school year.
sponsor community schools. ¢  Four community schools

¢  Authorizes the Ohio Department of Education to approve closed or suspended
entities for sponsorship of community schools. operations.

e  Makes the Ohio Department of Education responsible for the | ® 133 community schools
oversight of sponsors of community schools and for operated during 2002-2003
providing technical assistance to schools, sponsors, and school year with

2002 proposing parties in developing schools. approximately 33,000

e  Limits to 225 the total number of start-up community students.
schools that can operate statewide until July 1, 2005. e There were 10 sponsors at the
Exempts school district-sponsored community schools beginning of the 2002-2003
located within their sponsoring districts from counting school year (7 of these were
toward the cap. individual school districts).

e  Permits all educational service centers to sponsor start-up
community schools in specified counties (including the ESC
serving Lucas County which can currently sponsor schools from traditional schools and
in Lucas County). transferred to community

e  Permits the 13 state universities or their designees to sponsor schools for fiscal years 1999
start-up community schools to serve as practical through 2002.
demonstrations of teaching methods, technology, or practices
that are included in their teacher preparation programs.

e A total of $290 million in state
funding has been deducted
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* “Significant Community

‘School Events

2002

Sub. HL.B. 364 (cont.)

Permits federally tax-exempt entities that meet certain
conditions to sponsor start-up community schools.
Requires community schools established after the bill's
effective date to be "public benefit corporations.”

Specifies contractual duties of community school sponsors.

Permits the renewal of a community school contract for any
length of time.

Permits a sponsor to declare a community school under its
sponsorship to be in a probationary status under certain
conditions rather than suspend the operation of the school or
terminate its contract with the school.

Specifies the organization of a community school governing
authority. .

Prioritizes the distribution of the assets of a closed
community school.

Permits a community school to borrow against future
revenue for an unspecified period of time.

Requires community schools to comply with certain school
attendance laws, including those regarding truant students.
Applies the third grade reading guarantee (and the current
fourth grade reading guarantee effective until July 1, 2003)
to community schools.

Requires community schools to provide intervention services
to students whose scores on diagnostic assessments show
that they are unlikely to meet statewide academic standards.
Directs community schools to adopt a policy governing the
conduct of academic prevention/intervention services for
students.

Permits single-gender community schools. Permits the
establishment of community schools for gifted students.
Requires electronic community schools to develop a plan for
ensuring that teachers conduct face-to-face visits with their
students.

Permits electronic community schools to provide less than
one computer per enrolled student residing in the same
household at the request of the students’ parent.

Makes changes in the law regarding the suspension of
operation of a community school.

Makes changes in the law regarding the transportation of
community school students.

Permits all community schools to participate in the
Community Schools Classroom Facilities Loan Guarantee
Program and permits loans guaranteed under the program to
be used for new construction of school buildings.

Permits community schools to lease-purchase property.

A-3
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~ Significant Community

Year, . Legislation School Events .
Sub. H.B. 364 (cont.)
e Creates the Community School Revolving Loan Fund.
e Requires academic performance data for conversion
community schools to be included on the report cards issued
for their sponsoring school districts.
2002 | ° Prohibits, generally, a community school or school district

from offering a monetary or in-kind incentive to a student or
a student's parent for enrollment.

e  Changes the calculation of DPIA by using an annual count of
students living in poverty and receiving public assistance
rather than a five-year average as currently required.
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Appendix B
Legislative Mandate for LOEO Studies of Community Schools

The Legislative Office of Education Oversight (LOEO) is required by statute to
evaluate community schools over a six-year period and develop a series of reports. The
122" General Assembly included the following provisions in its budget bills, Amended
Substitute House Bill 215 (June 1997) and Amended Substitute House Bill 770 (May
1998):

Section 50.52.2 of Am. Sub. H.B. 215 requires:

“...Within ninety days of the effective date of this section, the Director of the legislative
office of education oversight . . . shall develop a study design for the evaluation of the
pilot project schools and the overall effects of the community school pilot project. The
study design shall include the criteria that the office will use to determine the positive and
negative effects of the project overall, and the success or failure of the individual
community schools. The design shall include a description of the data that must be
collected by the Superintendent and by each community school and sponsor and a
timeline for the collection of the data. The office shall notify each community school of
the data that must be collected and the timeline for collection of the data. Data shall be
collected at regular intervals, but no evaluation of the results of data collected shall be
made by the office prior to June 2001. A preliminary report, together with any
recommendations to improve the project, shall be issued to the Speaker of the House of
Representatives and the President of the Senate by June 30, 2001. A final report, with
recommendations as to the future of community schools in Ohio, shall be made to the
Speaker and the President by June 1, 2003.”

Section 50.39 of Am. Sub. H.B. 215 requires:

“...By December 31, 2002, the legislative office of education oversight shall complete an
evaluation of the assets and liabilities to the state’s system of educational options that
result from the establishment of community schools under this act. The evaluation shall
at least include an assessment of any advantages to providing a greater number of
education choices to Ohio parents, any detrimental impacts on the State education system
or on individual school districts, and the effects of attending community schools on the
academic achievement of students.”

Section 3314.12 of Am. Sub. H.B. 770 requires:

“...The legislative office of education oversight shall produce and issue an annual
composite informational report on community schools . . . to the Speaker of the House of
Representatives, the President of the Senate, and the Governor. The report shall include
the number of schools in operation, the size and characteristics of enrollment for the
schools, the academic performance of the schools, the financial status of the schools, and
any other pertinent information.”

B-1 7 5




Section 50.52.5 of Am. Sub. H.B. 770 requires:

“...The school governing authority will submit an annual report of its activities and
progress in meeting the goals and standards of divisions (A)(3) and (4) of this section and
its financial status to the sponsor, the parents of all students enrolled in the schools, and
the legislative office of education oversight. The financial statement shall be in such
form as shall be prescribed by the Auditor of State.”

The 123™ General Assembly added the following provision in Am. Sub. H.B. 282 in June
1999:

Section 3314.03(11)(g):

“...The school will collect and provide any data that the legislative office of education
oversight requests in furtherance of any study or research that the general assembly
requires the office to conduct, including the studies required under section 50.39 of Am.
Sub. H.B. 215 of the 122°® General Assembly and section 50.52.2 of Am. Sub. H.B. 215
of the 122" General Assembly, as amended.”

The Ohio Revised Code 3314.03 (A)(11) requires:

“...(g) The school governing authority will submit an annual report of its activities and
progress in meeting the goals and standards of divisions (A)(3) and (4) of this section and
its financial status to the sponsor, the parents of all students enrolled in the school, and
the legislative office of education oversight. The school will collect and provide any data
that the legislative office of education oversight requests in furtherance of any study or
research that the general assembly requires the office to conduct, including the studies
required under Section 50.39 of Am. Sub. H.B. 215 of the 122" General Assembly and
Section 50.52.2 of Am. Sub. H.B. 215 of the 122™ General Assembly, as amended.”
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Appendix E
School District and Community Schools Expenditures Per Pupil

Fiscal Year 2001
IDistrict Total Expenditures Per Pupil

Dayton City $9,592
Canton City $9,406
Cleveland City $9,405

Cincinnati City $9,183

Columbus $9,078

Akron City $8,375

Youngstown City $8,371

Toledo City $7,860

Community School Total Expenditures Per Pupil

M.OD.E.L.* $30,203
Jades Academy* $19,301
Meadows Choice* $17,974
Northwest Ohio Building Trades $13,770
Citizens’ Academy $11,244
Aurora Academy $9,845
Hope Academy Lincoln Park $9,037
Hope Academy University $8,596
Teresa A. Dowd School $8,349
Hope Academy Brown Street $7,596
The Edge Academy $7,495
Performing Arts School of Toledo $7,237
Richard Allen Academy $7,159
City Day $6,843
Toledo Village Shule $6,759
Hope Academy Chapelside $6,443
Hope Academy Cathedral $6,377
Hope Academy Broadway $6,355
Youngstown Community School $6,311
Eagle Heights Academy $6,271
0Old Brooklyn Montessori School $6,093
World of Wonder (WOW) $5,945
P.AS.S. $5,670
Toledo Academy of Learning $4,864
Toledo School for the Arts $4,340

*Special needs schools

Average and Median Expenditures Per Pupil

ERIC
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Average Median
Big Eight $8,909 $9,131
Community School $9,203 $7,159
Community School (excluding three special needs schools) $7,391 $6,801
E-1
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Appendix F

The Community School Classroom Facilities Loan Guarantee Program

In 2001, the 124™ General Assembly in Amended Substitute H.B. 94 created the
Community School Classroom Facilities Loan Guarantee Program (LGP). It also directed the
Ohio School Facilities Commission (Commission) to develop and impose standards and
procedures for the LGP and to provide guarantees of loans to the governing authorities of start-
up community schools for acquiring classroom facilities. The LGP, therefore, does not provide
funds directly to community schools. Rather, it helps community school governing boards
acquire loans from a financial institution for the sole purpose of acquiring a classroom facility by
lease, purchase, or remodeling an existing facility. The LGP guarantees lenders that the state
would provide up to 85% of the total principal and interest of the loan if the community school
should default on the loan.

The original purpose of the LGP was to assist community schools in acquiring classroom
facilities by any means except new construction. Classroom facilities include existing buildings,
used modular buildings, furnishings, technology infrastructure, building renovations, leasehold
improvements, and related closing costs. The LGP has a maximum aggregate liability of $10
million. The maximum state liability for any one loan is $1 million for loans to purchase a
facility or improve a school-owned facility and $500,000 for loans for leasehold improvements.

The Community School Facility Loan Guarantee Review Committee (Committee)
reviews applications for the LGP and recommends them for approval by the Commission.
Members of the Committee are appointed by the Executive Director of the Commission and
include representatives from the charter school community, the banking community, the Ohio
Department of Education, and others who can help in assessing risk and protecting the State’s
interest in the loan guarantees. The recommended applications are presented to the Commission
for conditional approval, which authorizes the Executive Director to close on the guarantee after
all conditions and requirements have been met.

In March 2002, the Community Schools Guaranteed Loan Selection Committee reviewed
14 applications for the first round of the program. It approved six of those applications for a
total of approximately $3.7 million in loan guarantees, which is well within the $3 million to $5
million target for the first round. Most of the schools are using these funds to purchase and
improve existing buildings; however, one is refinancing an existing lease purchase agreement on
modular buildings.

The Commission will monitor the financial condition of schools receiving loan
guarantees by reviewing the annual reports, financial statements and budgets, quarterly board
financial reports, and monthly ODE Community School Payment Reports. If this monitoring
reveals that default is possible, the Commission and ODE may work with the community school,
the Lender, and the landlord (if applicable) to take steps to avoid default. Guaranteeing a loan,
however, does not ensure the continued existence of a community school.

F-1 QO




Passage of Substitute House Bill 364 resulted in several changes to the LGP. These
changes include:

Allow conversion community schools to apply for loan guarantees;
Change the definition of classroom facilities;
Specify that LGP loans may be used to improve or replace, in addition to acquire, classroom
facilities;

e Permit the guaranteed loans to be used for new construction; and
Require that facilities meet applicable health and safety standards established for school
buildings rather than Ohio School Facilities Commission specifications.




Appendix G
Ohio School Funding Formula

This appendix describes how community schools are funded by state, not local, dollars.
Total base cost amount

In its simplest form, the state funding formula guarantees that a school district will have a
certain “total base cost” amount for the students it instructs. This base cost amount takes into
account the per pupil base cost amount established by the legislature ($4,814 for FY 2002), a
school district’s cost of doing business, and its average daily membership (ADM). In Exhibit 1,
a hypothetical school district whose cost of doing business factor is 1.0798 and whose ADM 1is
1,000 students is guaranteed to receive a total base cost of $5,198,157.

Exhibit 1
Base Cost Per Pupil Cost of Doing Average Daily
(Determined by Business Membership (ADM)
Legislature) Factor
1,000
$4,814 1.0798
Total Base Cost

(Cost for all 1,000 students)

$5,198,157

G-1




Local share

A school district is responsible for using local tax dollars to pay a fixed share of the total
base cost amount that is needed to educate its students. The local share is calculated by
multiplying the district’s property wealth by 23 mills (charge-off), as illustrated in Exhibit 2 for a
hypothetical district.

Exhibit 2

Total District
Wealth

Charge-Off

Local Share

$75,367,130

23 mills $1,733,444

Because the local share is based upon property wealth, rather than the average daily
membership (ADM), a loss or gain in students does not impact the amount of local money a
district is required to contribute.

State share

Once the local share is subtracted from the district’s total base cost amount, the state is
responsible for providing any amount thereafter. Unlike the local share, which is a fixed amount
based upon property wealth, the state share fluctuates depending upon increases or decreases in
the average daily membership (ADM). This is illustrated in Exhibit 3.

Exhibit 3

Total Base Cost
(Cost for all 1,000 students)

$5,198,157

Local Share

(fixed amount)

$1,733,444

State Share
(variable amount)

$3,464,713

See Exhibit 4 for an illustration of how all these pieces operate together in Ohio’s school funding

formula.
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Effect of students transferring to community schools

To see how community school enrollment actually affects a school district’s finances, it
is instructive to compare how a school district’s state funding is impacted by a loss of students to
community schools versus a loss of the same number of students to private schools. Certainly no
one would claim that a district loses any local funds when students transfer to private schools.
Yet, the financial effect on the district’s base cost funding is the same.

Exhibit 5 demonstrates the effect of school transfers on a hypothetical district of 1,000
students, with no students leaving the district (Scenario A); when 100 students transfer to private
schools (Scenario B); and, when 100 students transfer to community schools (Scenario C). For
illustration purposes, it is assumed that the hypothetical district has a cost of doing business
factor (CODBF) of 1.0798 and a total adjusted tax value of $75,367,130. It is also assumed that
the base cost formula amount per pupil is $4,814 (FY 2002).

Exhibit 5
The Effect of Students Transferring to Private Schools or Community Schools

~ Scenario A Scenario B | - Scenario C
{No Students Leave| (100 Students (100 Students Transfer
the District)  [Transfer to Private to Community
Schools) . - Schools)

Students Attending District Schools: 1,000 900 900

Transfers: 0 100 to private | 100 to community

- schools schools
1 [FY 2002 base cost formula amount $4,814 $4,814 $4,814
2 -[CODBF ) 1.0798] (x) 1.0798 (x) 1.0798
3 . |Adjusted base cost per pupil (=) $5,198 (=) $5,198 (=) - $5,198
4  |IADM x) 1,000 (x) 900 (x) 1,000
5 “{Total base cost (=)  $5,198,157 (=) $4,678,341 (= $5,198,157

.23 mill charge-off (.023 x
6 1$75,367,130) () _$1,733444 »  $1,733,444 () $1,733,444
. .[Total state base cost payment (before
7 :transfer to community school) (=)  $3,464,713/ (=) $2,944,897 (=) $3,464,713
8 ¢State payment to community schools | (-) 0 0o $519,816
9 .|Actual state base cost payment (=)  $3,464,713 =) $2,944,897 (=) $2,944,897,
State share percentage (before community school J
deduction) 67 % 63% 67%
State share percentage (recalculated after
community school deduction) 63%
95
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As shown in Exhibit 5, the dollar amount paid to the district under Scenario C, line nine
($2,944,897) is the same paid under Scenario B. In other words, the district’s aggregate state
base cost payment is the same whether the 100 students transfer to community schools or private
schools. Furthermore, the district, under all three scenarios, continues to contribute the same
amount of property taxes ($75,367,130); see line 6, because the local share is not based upon
ADM. If no local dollars follow a student to a private school, then no local dollars follow that
student to a community school. The amount a district contributes does not change when a
community school opens; it remains constant.

As you can see from the previous examples, no local money is transferred to community
schools. When a school district loses students to community schools, that school district’s state
share of the total base cost amount is adjusted accordingly. For example, under Scenario C, line
8 ($519,816) is subtracted from line 7 ($3,464,713), resulting in $2,944,897 going to the district.
LOEO does not agree that community schools take local tax dollars.

The only way local money could be lost by a school district is if so many students
transferred to community schools that the state contribution would be less than the local
contribution. Only if all the students that are funded with state dollars leave the district first, will
the district begin to lose local dollars.

Why is there confusion over whether or not local dollars flow to community schools?

It is common to look at the end product of the state’s funding formula and determine the
proportions of state and local funding. In Exhibit 6, when no students transfer out of the school
district, 67% of the district’s total base cost comes from state revenues, while the remaining 33%
comes from local revenues.

Exhibit 6

Percent of State and Local Revenues

Local 33%

State 67%

While these percentages illustrate the state and local shares that contribute to a district’s
base cost funding, these percentages are not a component of the formula. Such percentages are
the end result of the base cost funding formula.

LOEO speculates that there are a few reasons why school districts “feel” as though they
are losing local tax dollars to community schools.

Q G-5
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First, as LOEO stated in it second-year implementation report, the loss of state dollars to
community schools may affect a district’s ability to provide for the education of students who
remain in district-operated schools. LOEO found that community school students are drawn
from numerous school buildings and grade levels. Such dispersion makes it difficult for districts
to close a school or eliminate a classroom or teacher to compensate for less state funding. If a
school district loses state funds, but its costs do not actually decrease proportionally, the district
will have less money overall to educate its students. It is important to note however that the
district will still have the base cost amount per pupil as guaranteed by the funding formula.

Secondly, school districts may notice that their percent of state dollars are decreasing,
which means their percent of local dollars is increasing. However, such a change in percentages
occurs when any student leaves a school district to attend a private school, another school
district, or a community school. (LOEO recognizes that state dollars do not follow students to
private schools the way they follow students to public community schools.)

Finally, school districts are accustomed to thinking about school funding on a per pupil
and percentage basis. For example, 33% per pupil comes from local funds and 67% per pupil
comes from state funds. As a result of this thinking, a school district assumes that when a
student leaves to attend a community school, the per pupil base cost amount that follows the
student is 67% state dollars and 33% local dollars. However, the base cost formula does not
operate in this manner.



Appendix H

Details of Community School Deductions and Projections

The following table shows the annual Big Eight districts’ community school transfer
amounts for fiscal years 1999-2002.

Four-Year Community School Transfer Amounts for the Big Eight Districts

IDistrict FY 99 FY 00 FY 01 FY 02 Total
Cincinnati $1,063,597| $9,888,464 | $20,391,355| $26,999,081 $58,342,496
Cleveland $2,883,105]| $10,989,130| $15,481,356| $22,017,219 $51,370,809
Dayton $298,936( $7,576,591| $15,006,287| $19,672,909 $42,554,722
Toledo $1,763,781| $6,230,310| $8,318,646| $10,193,468 $26,506,205
Youngstown $2,884,839| $4,791,692| $6,320,267 $8,407,746 $22,404,544
Akron $1,632,503| $5,342,536| $7,062,243 $8,222,776 $22,260,057
Columbus $117,808| $4,746,445] $5,353,084 $9,245,507 $19,462,844
Canton $13,676 $352,362 $649,853 $1,015,892
Total $10,644,568 | $49,578,843 | $78.285,599 | $105,408,559 | $243,917,570

The components of the Community School Transfer Amount (Line 22C of the SF-3
Report) include: Formula Aid (base cost), DPIA Funds, Special Education Weighted Funding,
and Career-Technical Education Weighted Funding. The following table provides a breakdown
of the fiscal year 2002 transfer amount for the Big Eight districts.

Community School Transfer Amount Component Breakdown

Fiscal Year 2002
District Formula Aid | 5y Special Education
(base cost)

Cincinnati $22,865,570 $2,915,880 $1,217,629
Cleveland $18,438,464 $2,894,151 $684,602
Dayton $16,287,673 $2,839,299 $545,936
Toledo $8,070,772 $970,804 $1,151,891
Youngstown $6,722,538 $1,131,913 $553,293
Akron $6,333,087 $902,682 $987,005
Columbus $7,853,924 $1,115,516 $276,065
Canton $309,306 $8,960 $331,586
Total $86,881,334 | $12,779,205 $5,748,007
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Formula aid (base cost). Of the Big Eight districts, Cincinnati had the largest formula
amount deduction in fiscal year 2002 due to the large enrollment of community school students
in that district.

DPIA. Disadvantaged Pupil Impact Aid (DPIA) provides a subsidy to school districts for
economically disadvantaged students. The funds target all-day kindergarten; safety, security and
remediation; and class size reduction. If a student who attends a community school resides in a
district that is eligible for DPIA funds, those funds are included in the transfer. The DPIA total
transfer amount for all eight districts was $12,779,205 in fiscal year 2002. Cincinnati had the
highest DPIA transfer in fiscal year 2002.

Special education weighted funding. The same special education weighted pupil
formula is used for community schools as traditional public schools. There are six special
education weighted categories that are counted in the district’s formula ADM. The Big Eight
districts received $5,748,007 in special education funding in fiscal year 2002. Cincinnati had the
highest special education transfer amount in fiscal year 2002.

Career-technical education weighted funding. Am. Sub. H.B. 94 added career-
technical education weighted funding to the community school transfer amount. Community
schools must go through the same application process as traditional public schools in order to
receive the funds. Nine community schools were approved to receive these funds in fiscal year
2002, but did not actually receive the funds until fiscal year 2003.
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Difficulties Projecting Transfer Amounts

One of the recurring concerns voiced by traditional school district administrators is that it
is difficult to project the actual number of students that leave for community schools and the
funding that subsequently follows.

The typical pattern of SF-3 projections consists of a major jump in the first three months
of the school year as adjustments are made up through the October count, then a leveling off
throughout the rest of the year. For Cincinnati and Cleveland, the highest projection was over $7
million more than their first projection. The following exhibit depicts the range of high and low
projections for the Big Eight districts. The dashes indicate the final “actual” transfer amount.

High Projections, Low Projections, and Actual
Transfer Amounts for the Big Eight Districts
Fiscal Year 2002

30,000,000

20,000,000 .?.

10,000,000 -i- - 5 T

0 + ; : ' : + PR
Cincinnati Cleveland Dayton Toledo Youngstown Akron Columbus Canton

These projections vary greatly and it is difficult for the districts to plan for the effects of
community schools during the course of the year. The following table contains the bi-monthly
projections for each Big Eight district.
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Unreliable early SF-3 projections

Ninety-two community schools were operating at the end of fiscal year 2002 and
the final statewide transfer amount was $137,148,237. By the fall of 2002, 127 schools
were in operation and at least another 30 had approved contracts. However, on the first
projected fiscal year 2003 SF-3 report (July 2002), the statewide estimated community
school transfer amount was only $136,839,580. Even though at least thirty new schools
were set to open, the first report of the new year estimated a smaller transfer amount than
the final figures from the previous year. The next two projections showed similar,
although slightly smaller figures. The following table displays the projections for the
first 15 fiscal year 2003 reports compared to the final fiscal year 2002 report.

Statewide Community School Transfer Amounts
Final Fiscal Year 2002 vs. Fiscal Year 2003 Projections

SF-3 Report '11;‘:"(‘)5“1;‘::

&

E Final Version 1 (June) $137,148,237
July No. 1 $136,839,580
July No. 2/August No. 1 $133,054,934
August No. 2/September No. 1 $152,790,869
September No. 2/October No. 1 $166,540,255 -

é October No. 2/November No. 1 $184,973,644
November No. 2/December No. 1 $185,293,897
December No. 2 $193,859,070
January No. 1 $196,290,317
January No. 2/February No. 1 $196,905,948
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Appendix I

Cost of Funding Community Schools Separately
Three-year Average: Hypothetical Examples

Most urban districts have experienced declining enrollment in recent years. To
buffer the losses of state funding associated with these changes, the state developed the
“three-year average.” If a school district’s enrollment declines, it receives funding based
on a three-year average enrollment figure or the current year enrollment, whichever is
higher. However, community school students are included in the school districts’
enrollment count and the funding for community schools is deducted after the enrollment
is calculated. As a result, districts do not receive the benefit of the three-year average for
their loss of students to community schools.

While this reform would allow school districts to receive the benefit of the three-
year average for the loss of community school students, it would result in a substantial
cost to the state. LOEO estimates a two-year cost of $154 million to the state if all
33,000 current community school students are removed from their district of residences’
enrollment. Even if districts are not given credit for current community school students
and can only factor in future losses, the cost to the state is still very high.

One of the most substantial costs would result from the initial “drop” in
enrollment when all current community school students are removed from districts’
enrollment. Currently, over 33,000 students attend community schools. The three-year
average only benefits districts that have declining enrollment, so every student will not
represent a cost. However, the vast majority of community school students are coming
from Big Eight districts that have declining enrollment, and these districts would benefit
from the three-year average.

In hypothetical example A, LOEO estimates the approximate cost of 33,000
community school students who would be dropped from their school districts’ enrollment
if community schools were funded separately in fiscal year 2004. In this example,
30,000 of these students originate in districts that would now benefit from the three-year
average. Factors such as future enrollment and local valuation are held constant.

Hypothetical Example A: Cost of Separate Funding System

= Commﬁﬁity Cbmmunity school .| Basecost. L SR
v | school |students from districts| D¢ | fundingto. | -Three-year
FY | students | that will benefit from | COSt | -community |average funding
‘ 1 . : ) " schools . |(ADDITIONAL)
, three-year average - v R o - S
03 33,000 | $4,949| $ 163,317,000
04 33,000 30,000 $5,088| $ 167,904,000 | $ 102,268,800
05 33,000 30,000 $5,230| $ 172,590,000 | $ 51,777,000
Q I-1
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In this hypothetical case, the initial drop of 30,000 students would cost the state
approximately $102 million in fiscal year 2004. Simply stated, holding other variables
constant, the state pays for an additional two-thirds of a student in the first year that
he/she is factored into the three-year average equation. The state buffers an additional
one-third for each student in the second year. Thus, the additional cost for these 30,000
students would be over $51 million in fiscal year 2005. To fund community schools
separately and allow districts to fully benefit from the three-year average, the cost to the
state would be approximately $154 million over two years.

Hypothetical case B estimates the cost of the three-year average of future
community school students if the effects of past and present community school students
are somehow removed from the equation. Approximately 10,000 more students are
attending community schools in 2002-2003 than were attending in 2001-2002. This
hypothetical case assumes similar growth, 10,000 students each year, 9,000 of which
originate in districts that would now benefit from the three-year average. Other
enrollment changes and local valuation are held constant.

Hypothetical Case B: Future Cost of Separate System if
Past and Present Community School Students Factored Out

Community Community school Base cost Three-year
students from districts| Base | funding to year
FY school that will benefit from | Cost | community |2'o o8¢ funding
students | o Wit bene S MmUY | (ADDITIONAL)
_ three-year average schools
03 33,000 $4,949| $163,317,000
04 "~ 43,000 9,000 $5,088 | $218,784,000 $30,680,640
05 53,000 18,000 $5,230{ $277,190,000 $47,070,000

As hypothetical case B displays, allowing districts to include only future losses of
students to community schools would cost the state over $30 million in fiscal year 2004
and $47 million in fiscal year 2005, for an estimated two-year total of $77 million.
LOEOQ also questions whether it would be possible to create a “separate” funding system
if past and present students must be accounted for (in order to be factored out) and
whether it is politically feasible to include only future losses.

Allowing districts to benefit from the three-year average for the loss of
community school students would buffer the loss of state funds, but would represent a
substantial new cost to the state.
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Appendix J
Districts with Zero State Share of Formula Aid (FY 02)

LOEO has identified 23 districts that received zero state share of formula aid
(base cost funding) in fiscal year 2002. Seventeen of these districts had a community
school deduction.

While some districts received no state share of formula aid, every active school
district in Ohio received some amount of state funding in 2001-2002. Even affluent
districts received state funding for items such as the guarantee, gifted aid, transportation,
etc. Therefore, when a district receives no formula aid, the community school transfer is
deducted from a pool of state funds that are intended for other purposes.

The SF-3 report is an ODE-produced document that summarizes the foundation
formula calculations of state funding. The following table displays the districts that
received no base cost funding for fiscal year 2002, as well as their total state funding and
community school transfer amount with the respective SF-3 line references.

State Share % | Foundation Community
- |of Formula Aid{ Total SF-3 | School Transfer

District Name : ~ (Line D (Line 21)° (Line 22C)
Princeton City 0 4,118,808 122,529
Woodridge Local ' 0 1,020,270 120,951
Olentangy Local 0 1,099,961 68,124
Brooklyn City 0 718,025 39,897
Sycamore City 0 2,461,221 36,329
Revere Local 0 2,160,319 36,036
Mayfield City 0 2,479,651 34,343
New Richmond Ex. Vil. 0 3,570,185 19,695
Cuyahoga Heights Local 0 420,682 17,501
Indian Hill Ex. Vil. 0 908,059 10,350 °
Westlake City 0 2,321,310 10,275
Lordstown Local 0 234,296 5,227
Orange City 0 1,127,100 5,138
Benton Carroll Salem Local 0 1,100,046 5,039
Danbury Local 0 557,449 4,939
Rocky River City 0 1,155,246 2,569
Perry Local 0 789,611 2,083
Kelley’s Island Local 0 6,494 0
North Bass Local 0 19,882 0
Put-in-Bay Local 0 13,535 0
Beachwood City 0 925,423 0
Independence Local 0 413915 0
Kirtland Local 0 929,934 0

! This represents the state share of the [base cost amount X ADM X cost of doing business factor].
? Foundation Total includes Base Cost Funding, Special Education, Career Tech/Aduit Education,
Training and Experience of Classroom Teachers, Total DPIA including Guarantee, Gifted Aid,
Equity, Transportation, Additional Guarantee Amount, Parity Aid, and Reappraisal Guarantee.
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Appendix K

Disparities in Special Education Funding

The state formula for providing funding for special education students places an
additional financial burden on school districts when a student with disabilities transfers to
a community school. State funding for a special education student includes both the base
cost amount ($4,949 for FY 03) and a weight. The weight is multiplied by the base cost
amount to provide additional resources for educating that student. The size of the weight
varies from 0.2892 to 4.7342, depending on the severity of the disability.

As noted in the text of this report, when a student transfers to a community
school, the full base cost amount is first credited to the school district and then deducted
and sent to the community school. This process happens differently for the special
education funding, however. The state provides the weighted amount to a district
according to the district’s base cost “state share,” which varies by wealth.

Some very wealthy districts receive no state share for their base cost because they
can provide the $4,949 for each of their students with local funds generated by the
required 23 mills of their property valuation. Very poor districts, on the other hand, can
provide the $4,949 for only a small portion of their students and rely on the state to
provide the rest. The proportion that the state contributes to a district’s base cost funding
is referred to as the “state share.”

For special education funding, the weighted amount is multiplied by the “state
share percent” to calculate what a school district receives from the state for that student.
For example, if a student’s disability warranted a weight of 0.3691 and the state share for
that district was 70%, the special education weighted funding for that student would be

$1,278:
Base cost: $4,949
Special education weight: x _.3691
$1,826
State share percent: X .70

Special education weighted amount: $1,278

However, if that student transfers to a community school, 100% of the weighted
base cost, not 70%, is deducted from the district. That is, the district receives $1,278
from the state for that special education student, but $1,826 is deducted if that student
transfers to a community school. Although this deduction is still made up of state funds,
it is larger than the amount originally provided by the state for that special education
student.
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