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Co-Chair Lehner, Co-Chair Cupp, Senator Gardner, Senator Sykes, Representative Hambley, Representative Ingram and members of the Joint Committee, thank you for the opportunity to provide testimony regarding virtual school, or e-school funding.
My name is Ben Erwin and I am a Research Analyst with the Education Program at the National Conference of State Legislatures where I cover K12 issues, including school choice and charter schools, in addition to school safety.
NCSL is an instrumentality of all 50 state and territorial legislatures. We provide bipartisan support to legislatures through research, technical assistance, and opportunities to exchange ideas. NCSL advocates on behalf of state legislatures to the Federal Government to ensure states remain strong and independent. 
Before diving into the intricacies of virtual school funding, we will begin with a brief introduction to virtual schools. I will then introduce 6 virtual school funding policy buckets that states fall into before I provide a 50-state review of virtual school funding policies. We will then transition to a more in depth look at performance-based funding policies, including state examples of hybrid funding models, completion-based funding models, and competency-based funding models. 
At least 32 states and the District of Columbia allow for the operation of multi-district, full-time virtual schools. This graphic includes state-by-state full-time enrollment numbers in statewide virtual schools. As you can see, Ohio had the 3rd highest enrollment nationwide with 2.24% of the student population enrolled in virtual schools during the 2014-15 school year. 2.24% translates to just shy of 40,000 students statewide. 
For the sake of our research, we have focused specifically on states with full-time virtual schools. Virtual schools offer remote, online instruction and are growing in popularity. They are not necessarily operated as charter schools, although that is the most common approach. Virtual schools can take the form of a single statewide entity (Florida), as one of multiple authorizer-approved providers (Ohio and Oklahoma), or as multi- or single-district programs (Wisconsin).
Funding for virtual charter schools varies to a significant degree from state to state. Based on our review of state statue and regulations, we identified six different virtual school funding policy buckets to assist in categorizing different funding models. These categorizations or buckets include 1) performance-based; 2) hybrid; 3) equivalent; 4) diminished; 5) general allocation and; 6) district-determined.
As you can see, state funding for virtual schools is anything but uniform. Six states utilize some form of performance-based funding, which requires successful course completion for the allocation of funding to virtual schools. Successful course completion may be determined by end of course exams, or a determination to award credit by the virtual school that is aligned with state academic standards, among a few other unique measures of performance.
Four states utilize a hybrid model of funding virtual schools, which consists of aspects of performance-funding coupled with more traditional funding models. 
14 states allocate an equivalent amount of funding per full-time pupil to virtual schools as they do “brick-and-mortar” charter schools, and, in some cases, traditional public schools. Most states that employ this funding model, allow charter operators or local school districts to retain a percentage of funding for administrative costs. 
Two states, Iowa and South Carolina, rely on a general allocation from the state legislature to statewide virtual schools. This is not based on per-pupil expenditures, and is subject to year to year budget changes. 
Four states fund virtual schools with a diminished per-pupil allocation. For example, Georgia funds virtual schools at 2/3 of the per-pupil rate of “brick-and-mortar” charter schools, but the state charter school commission is granted discretion to increase virtual school funding as it deems fit. 
Finally, Tennessee and Wisconsin do not distinguish between traditional public schools and virtual schools. Since virtual schools are authorized and operated by local education agencies alone, it is up to the LEA to fund virtual schools with allocated state funding as they see fit. These two states were included in our analysis, despite being LEA run, since they are permitted to partner with multiple LEAs and allow out-of-district students to enroll with a tuition payment. 
Now for a closer look at Performance-Based funding. “Performance-based funding is a catch-all phrase in public budgeting circles that relates to a number of different models that determine funding levels on the basis of one or more measures of an organization’s performance. Completion-based funding is one type of performance-based funding system. The term completion-based funding is more common in K12 systems…” (Miller et al., 2016). This umbrella term includes multiple funding models utilized by states that are predominantly completion-based, but also includes competency-based funding.  
A few states employ hybrid funding models that utilize aspects of completion-based funding requirements coupled with traditional per-pupil allocations.
Mississippi has implemented a unique approach to fund the Mississippi Virtual Public School Program (MVPSP) that puts the onus on districts for accountability purposes. The MVPS is funded through general allocation, but school districts that have students enrolled in the MVPSP are charge for course participation. Districts are then reimbursed following successful course completion in June of each year. Schools and districts are the point of contact for student MVPS participation and are responsible for ensuring engagement and completion. Reimbursement is limited to a proportion of each district’s student population.
In Wyoming, students attending virtual schools are included in the Average Daily Membership calculation for the school district, but funding allocated by ADM at a virtual school is not calculated based on attendance but is based on students meeting participation requirements. Student participation must be measured and logged. This is converted into a calculation of the number of days the student participated in virtual education and is factored into the ADM calculation for state funding. 
Although hybrid-funding models are less common they feature aspects of completion-based funding, which is the most common type of performance-based funding. This relies on successful course completion, although this is measured differently across the board.
Florida requires the successful completion of a state end-of-course exam (when applicable), or completion of credit required for promotion to the next grade level. The Florida Virtual Charter School receives 1/6 of funding for each course since full-time students are classified as students enrolled in 6 credits. However, Florida does receive a general appropriation for “discretionary operating” costs through the General Appropriations Act.
Utah funds using predetermined course fees. Online providers receive payment intermittently, following a course withdrawal period, for the completion of the first half of the course and the successful completion of the course. If a student does not finish within the allotted period of time (semester), Utah will still allocate funding to online school providers if the student completes the course before graduation, although it will not be the full amount. This incentivizes virtual schools to continue engaging students who fail to successfully complete a course. 
Competency-based funding is another type of performance-based funding that relies on measures of student growth toward competencies associated with each course. Instead of relying on summative measures alone, competency-based funding models award funding for progress towards the development of pre-determined competencies. Only one state, New Hampshire, currently utilizes competency-based funding. 
The New Hampshire Virtual Learning Academy Charter School (VLACS) operates as a single statewide entity that is referenced in statute, but not necessarily governed by it. VLACs is a nonprofit virtual education provider that is the only online education provider statewide. VLACs operates in New Hampshire through a Memorandum of Understanding with the state education agency but is not in statute. VLACs, although operated as a public school for students in New Hampshire, accepts tuition for out-of-state students. 
Through the MOU with the New Hampshire Department of Education, VLACS has established eight competency “milestones” within courses that are converted to an enrollment calculation. Although VLACS is awarded funding based on the attainment of these competencies/milestones, the New Hampshire Department of Education forward-funds estimated completions and reconciles discrepancies at the end of the year. Both surpluses and deficits are carried over into the next year and balanced. 
The New Hampshire funding model has been classified as “low-stakes” by a Center for Innovation in Education report because it allows VLACS to focus on growth towards identified competencies instead of a focus on a summative measure to receive funds. 
We utilized the following resources to support our own research and review of state statute and regulations governing statewide virtual schools. The Education Program is working towards releasing additional web content on virtual schools based on the information compiled for this committee.
I would be happy to address any lingering questions. 
I can be reached via email at benjamin.erwin@ncsl.org, or by phone at (303) 856-1362.
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