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Good Morning Senators Lehner, Gardner, and Sykes and Representatives Cupp, Hambley, and Ingram. Thank you for the opportunity to testify regarding the performance-based (sometimes called competency-based or learning-based) funding model for e-schools, an approach our Office has advocated for since 2015.  
 
The issues surrounding the tracking of e-school participation are well-documented and have been raised ad nauseam by our Office.  Some of these issues were addressed in SB 216 and HB 87, but much remains undone.  Although our purpose here is to examine learning-based funding, it is helpful to provide some background on the current funding model, its shortcomings, and how these are addressed in other states. 

This committee is well-aware that accurate reporting of e-school participation is key to ensuring state dollars go to their intended purpose – actually educating students.  But verifying e-school participation poses unique challenges schools on an enrollment-based funding model don’t encounter.  For instance, if log-in durations are the sole means of tracking student participation, this model both over-reports and under-reports learning opportunities and engagement.  A student can be logged in and not participating in learning opportunities; and conversely, a student can be logged out but engaged in reading a book, completing worksheets, completing a lab or some other offline assignment.  As e-school advocates will tell you, the best learning model, even for e-school students, is not one where all time is spent online; students need a variety of learning modules and means to be effective.  
Pure durational accountability also obviates one of the whole purposes of online learning – a recognition that students complete different subjects in different amounts of time.  It is not only possible, but highly likely that a student may master a subject in a short period of time while taking longer in a different subject, with the online module adjusting as needed.  Log-in durations are just one piece of the puzzle in ensuring student engagement, and learning.
The current framework also presents problems for auditors who must try to ensure participation based on available learning management software (LMS) documentation. Among the many ways in which LMS differ, one significant measure is how they log students off after a certain amount of idle time.  Each school has a different threshold and those thresholds can be manipulated to increase or decrease the amount of time a student is actually logged-in, and therefore funded.  LMS are typically not designed to track granular durational data, rather, they track engagement and educational progress.
Furthermore, it is unrealistic to expect parents and students participating in online learning – who range in age from 5 to 22 – to track every minute of their learning engagement, and for Ohio school sponsors to build a business model around their ability and willingness to do so. Teachers and school administrators must question a parents’ estimates of time spent learning or students’ documentation of learning opportunities and put their credentials at risk if they fail to do so.  Some schools have implemented policies recommending teachers adjust a student’s offline time based on the quality of work submitted.  Such adjustments are subjective and cannot be tested for completeness by the Auditor of State or ODE.  
[bookmark: _GoBack]Based on the foregoing, the Auditor’s office has long recommended Ohio move to a competency or learning-based model for funding of e-schools.   Under a pure learning-based model, schools are funded solely on a student’s competency or mastery of a subject.  The state of New Hampshire employs this funding model for its statewide charter e-school.  A variant on this model is a hybrid learning-based funding model.   Some states, such as Florida, Louisiana, Texas, Utah, and Minnesota, fund between 50 and 80 percent based on enrollment and fund the remainder based on the student passing exit exams administered by a third party.  The hybrid method is used to compensate schools for expenditures regardless of whether the student decides to complete the school year. This would help compensate e-schools that spend hours chasing down absent students, many of whom have dropped out of traditional schools, and attempting to convince them to participate. A purely participation-based funding model does not provide any type of compensation to the e-school for those efforts.  We recommend Ohio undertake a hybrid model where some funding is provided at the outset to cover fixed costs (administration, overhead), with the remainder of funding coming from demonstrated competency through in-person proctored exams.  This funding stream through assessments could be integrated throughout the school year – quarterly or through semester midterms, as is done in other states.  
There is an important distinction here between course completion and course mastery.  Many online schools take students who are years behind grade level when they come into the school.  Such a student may make progress, demonstrate learning, but not demonstrate mastery on grade level at the end of the school year.  A school that makes such progress should not be punished if a student cannot pass the grade level assessment.  This is why other states frequently refer to course completion in the realm of learning-based funding.  An assessment can be a factor in course completion, but should not be the only factor.
Furthermore, if a student is not learning or participating in an online school, the school must disenroll that student so they can be referred to a brick and mortars school.  Enrolling in an online school is a right, staying in that school is a privilege that should only be extended to those actually participating, learning, and making progress.  For these reasons,  the General Assembly should adopt a law or direct ODE to adopt rules to clearly define when a school can determine a student is not capable of attending an e-school.  If a student cannot succeed under an e-school model, students could be required to participate in a classroom environment.   
What follows is a brief summary of research our Office has conducted relative to e-school funding in other states.  Though not exhaustive, this provides a rough overview of how learning-based funding models work in other states.
Florida
The Florida Auditor General performs FTE audits of all virtual schools in Florida.  However, the extent of their review is whether the student signed up for and “successfully completed” the course. Auditors do not look at the underlying learning platforms of various e-schools to verify log-in durations, keystrokes, etc.  They very rarely look at underlying paperwork to verify participation; that duty is performed by Florida DOE.  Individual districts are responsible for oversight of virtual schools and referral of students to the schools.  Urban districts are required to provide three virtual school options to each student; rural are required to provide one option.

Under Florida Statutes §1011.61(c)(1)(b)(V), a virtual school FTE is defined as follows:

“A Florida Virtual School full-time equivalent student shall consist of six full-credit completions or the prescribed level of content that counts toward promotion to the next grade in the programs listed in s. 1011.62(1)(c)1.and 3. for students participating in kindergarten through grade 12 part-time virtual instruction and the programs listed in s. 1011.62(1)(c) for students participating in kindergarten through grade 12 full-time virtual instruction. Credit completions may be a combination of full-credit courses or half-credit courses.
(VI) Each successfully completed full-credit course earned through an online course delivered by a district other than the one in which the student resides shall be calculated as 1/6 FTE.”

Each 1/6 FTE equates to a school period, or class, such that a full course load of six completed courses equals 1 FTE.  In other words, each course is .1667 of an FTE.  Credit completions may be a combination of either full-credit courses or half-credit courses.  A school may be funded for the completion of one course; it need not be a full course load.

The Florida FTE manual, known as the “FTE General Instructions” defines “successful completion” for funding purposes:


Courses delivered through district virtual programs, FLVS, and Virtual Charter. 
Schools are funded on successful completions, regardless of the location of the
student.  For the purposes of this document, a successful completion is defined as
completing the course with a passing grade or credits earned. This means a student must pass and/or earn credit for a course or master curriculum required for student progression to the next grade level. For any course with an end of course (EOC) assessment component, the EOC assessment score must be calculated as thirty percent (30%) of the final grade for successful completion, as described in Section 1003.4282, F.S. Students only generate funding for courses they pass whether they are promoted or not.

The End of Course (EOC) Assessment must count as 30% of the final grade for verifying successful completion and to qualify for funding.  Schools receive funding amounts throughout the year by completing “surveys” which estimate the number of students projected to complete courses with a passing grade.  If a student is enrolled in a course but has not yet completed the course, he or she is reported as “in Progress.”  If a student withdraws prior to completion, he or she is reported as withdrawn passing or withdrawn failing.  The estimated funding is then trued up at the end of the year based on actual student course completion.

Daily attendance, both online and offline, must be recorded by the virtual teacher for each student.  Districts rely on LMS to track student pacing, breaking the course down into individual weeks.  If a student falls behind in completing weekly modules, red flags go up to signal additional review. Every student is assigned a virtual teacher who certifies completion of the weekly course modules.  A course grade of D or better counts as completion and the student is funded.  Florida DOE FTE Auditors pull samples from time to time to ensure background documentation for student participation.  The Department does not require log-in durations for funding purposes.

Only Florida DOE approved vendors who also receive sponsor approval may operate e-schools in the state.  These schools must meet performance criteria outlined in their charters with their sponsors.  Virtual schools students take state-required and district-required assessments, paid for out of the 5% fee retained by the school district.  The largest e-school in Florida is the Florida Virtual School (FLVS), run by the Florida DOE.  The school has a $166.3 million budget, 1500 employees, and nearly 130,000 students. The School offers 110 courses and educates at a cost of  $2,100 less per pupil than traditional public schools. It has a profit-making arm – Global School which sells courses outside Florida in 49 states and 57 countries.

New Hampshire

New Hampshire is one of twenty-six states that operate a statewide virtual school, and is the only online school in the state.  New Hampshire was the first state to require high schools, both digital and brick-and-mortar that use the online school, to issue course credit for mastering competencies, rather than funding a set amount of seat time. The Virtual Learning Academy Charter School (VLACS) was New Hampshire’s first statewide online high school, approved in May 2007, serving grades 6-12. VLACS is largely supplemental, with 162 full-time students and over 20,000 course enrollments in supplemental courses in SY 2013-14. 
New Hampshire allocates charter schools about $5,600 dollars per year for each full-time student, assuming the student completes six full credits. A one-credit course is one-sixth of that total, or about $933 dollars. If a student masters just half of the competencies that make up a course then VLACS earns half of the $933.

That calculation also applies to students at brick-and-mortar schools who enroll in a VLACS course for competencies they are missing because of a failed course, or to access advanced courses not offered at their local school. VLACS’s courses are accepted for credit by every high school and many middle schools in New Hampshire. For students who take just one or two courses from VLACS while remaining in a traditional school, the state pays VLACS for those courses without deducting any funding from the school district. This has allowed a cooperative relationship between VLACS, traditional schools, and the state.[footnoteRef:1] [1:  https://hechingerreport.org/new-hampshire-found-secret-online-education-works/
] 


Minnesota
Minnesota has a wide array of e-school options available, and funds these schools according to successful course completion. The state approves all full-time online learning providers and monitors courses from the 31 approved providers. Every state-approved provider employs Minnesota licensed teachers, meets or exceeds state academic standards, and goes through a three-year review process.[footnoteRef:2][footnoteRef:3]  There were 83,608 course enrollments in full- and part-time online learning programs reported to the Minnesota Department of Education (MDE) in SY 2012-13.[footnoteRef:4] [2:  https://education.mn.gov/MDE/fam/oll/]  [3: ]  [4: ] 

For a student enrolled in an online learning course, the state department calculates average daily membership and the funding is divided equally across six courses (each year-long course is 1/6 FTE). The adjusted online learning average daily membership equals the initial online learning average daily membership times 0.88. The district retains 12% of the 1/6 FTE and the online learning course provider is paid 88% upon the student’s successful completion of the course. There is no payment for partial completion of the course. 

Texas

According to the TEA Student Attendance Accounting Handbook a full time enrollment (FTE) is defined as being enrolled in five or more Texas Virtual School Network (TxVSN) courses by an officially recognized TxVSN online school.  In order for the TxVSN student to be counted as being in attendance, the student must take at least 240 minutes of instruction each day.  This is broken down by each online course counting as 55 minutes of instruction each day.  Texas utilizes a 2 to 4 hour rule, in which 2 to 3 hours and 59 minutes receives a half day’s worth of attendance funding while 4 hours or more counts as a full day.  Any amount of instruction that is less than 2 hours receives no funding.  This is important when considering hybrid programs where students receive instruction both in class and online.  For example, if a student receives 185 minutes of instruction in a classroom and is enrolled in one online course, they would receive a full day’s worth of funding.  However, if the student does not successfully complete the course, they are only given a half day’s worth of funding for the student.  In order to receive full funding from the state, the student must pass the class with a grade of at least 70%.  The standards for tracking attendance based on the 2 to 4 hour rule are applied across the spectrum.  

Broadly speaking in Texas, schools are funded by the Foundation School Program (FSP) which is backed by the Average Daily Attendance (ADA) standard.  Throughout the year, the schools are funded based on the previous year’s enrollment numbers.  At the end of the year, if it is found the school was over or under-paid, the state does a settle up where the pending balance is settled.  The ADA is the average attendance of students for the school year which is calculated by dividing up the number of days present per six week reporting period, by the days taught in the six week reporting period.  The Texas standard for total minutes for a school year amounts to 75,600 minutes.  At the end of the year, all six reporting periods are totaled and divided by 6 to generate an ADA code which determines the full amount of funding.  If the formula generates a code of 0, they will not receive ADA funding, a code of 1 generates full day of funding, and a 2 generates a half day of funding.  Additionally, if a student does not successfully complete a course, their attendance minutes are forfeited thus affecting the amount of funding that student creates during the school year.  This factor plays into the ADA calculations over the reporting period.  

According to the TEA, student participation is tracked based upon a number of items completed as the student progresses through the course.  In order to be considered an enrolled student, they must begin doing the coursework.  TEA does not check log-in durations for measuring participation; rather the focus is on course completion, regardless of how many hours are actually spent on particular modules.  If, at any point the student stops doing the work, the student is marked as withdrawn and the resulting ADA amount for the student is impacted.  There is no cut-off date for the student to withdraw from a course.  

All attendance data is submitted to the TEA through their Public Education Information Management System.  According to the Director of Digital Learning at the TEA, they do not check for compliance with attendance policies and believe what is submitted to them through the portal.  TEA can do an attendance audit if they have suspicions about how the school is recording attendance.  

Utah

Utah’s learning-based funding model requires course completion to pay a portion of the funding to their online learning providers.  In the instance of a student taking a 0.5 credit class, the provider will earn 50% of the required funding after the withdrawal period (20 days from the beginning of the class).  The other 50% is given based on the courses being provided with set dollar amounts in state law upon completion of the course.  If a student is taking a 1.0 credit class, 25% of the required funding is given after the same withdrawal period that is given to the 0.5 credit students.  25% of funding is then issued based upon the designated date for the second half of the class.  The remaining dollars are also derived from the same dollar amounts in state law upon completion of the course. 

Utah also funds their online schools through a fixed appropriation from the General Assembly which creates a dilemma for enrollment.  Since the schools are all pulling from the same pot of money, enrollment caps have to be set for each provider so that the proper amount of funding can be issued to each entity.  
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