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Chairman Cupp, Chairman Patterson, and members of the House Finance Subcommittee on Primary and Secondary Education. Thank you for the opportunity to testify on House Bill (HB) 166.  My name is Howard Fleeter, and I am an economist who specializes in school funding and state and local tax policy with nearly 30 years of experience working on these issues in Ohio.  Representatives Cupp and Patterson also know that I have been attending meetings and participating in discussions with the school funding work group for the past year and a half.  I have worked particularly closely with Doug Ute (Supt. in Newark) and Claudia Zaler (Treasurer in Waverly), the co-chairs of the Poverty & Pre-school subgroup. Thank you both for affording me the opportunity to participate in that process.  Today I am here on behalf of the Ohio Education Policy Institute (OEPI), a non-partisan research organization focused on issues pertaining to Ohio education policy. 

I. Governor’s FY20-21 School Funding Proposal
On March 15th, Governor DeWine introduced the FY20-21 Executive Budget.  The K-12 education funding proposal in the FY20-21 focuses on targeting an additional $550 million in funding to support “student wellness and success” with a particular emphasis on the well-being of low-income students.  As proposed by the DeWine administration, the FY20-21 K-12 budget recommendation has 2 parts:

1) Freezing of Funding at FY19 Levels - Funding for all public school districts in Ohio (the 610 traditional public school districts, Ohio’s 49 Joint Vocation and Career Technical Education districts, and the state’s 326 community schools) is essentially frozen at FY19 levels in both FY20 and FY21.  Each school district or community school will receive the same net funding amount that they received in FY19 in each year of the upcoming biennium.  “Net funding” is defined for the 610 K-12 districts as their FY19 foundation formula funding amount adjusted for several funding supplements and deductions. The supplements include additional funding for special education pre-school students and special education transportation, while the deductions include amounts subtracted to fund community school and STEM school students, voucher and scholarship students, net open enrollment transfers for students transferring to other public districts, deductions for Educational Service Centers, and a small amount of other deductions.  It is not uncommon for new Governors in their first budget to not attempt substantial modification of the existing school funding formula.  This was also the approach taken by Governors Strickland and Kasich in their first budgets in FY06-07 and FY12-13, respectively. 

2) Supplemental Funding for Student Wellness and Success – All of the new funding for K-12 public education in the FY20-21 Executive Budget is provided through a formula allocating $250 million in FY20 and $300 million in FY21 based upon each district’s percentage of students in households at or below 185% of the Federal Poverty Level (FPL) and the total number of students enrolled in each district or community school. In FY20 proposed funding ranges from $20 per student to $250 per student and in FY21 funding ranges from $25 per student to $300 per student.  All schools and districts are to receive a minimum additional funding of $25,000 in FY20 and $30,000 in FY21.  Schools and districts that are above roughly 51.1% of students at or below 185% of the FPL receive the maximum amount each year.  The 51.1% cutoff includes the 20% (122 school districts) with the highest percentage of low-income students.  

In FY20 Ohio’s 610 “traditional” public school districts are to receive an additional $223.6 million compared to FY19 levels, and they are to receive an additional $268.0 million in FY21.  This amounts to a total biennial increase of roughly $492 million compared to FY19 funding levels. 

According to the FY20-21 Executive Budget documents, the DeWine administration indicates that the additional Student Wellness and Success Funding could be spent on:
· Mental health counseling
· “Wraparound” support services such as dental, vision, and medical care
· Mentoring 
· After school programs
It is also suggested that schools and districts should pursue partnerships with local social and human services organizations and agencies in order to deliver these services. 

In response to questions about the extent to which schools and districts would be mandated to spend these additional funds in a prescribed fashion, Lieutenant Governor John Husted said that it is well understood that districts are spending money on these services currently and providing funding explicitly for this purpose should allow money to be freed up for classroom use.  

What is clear about the Governor’s proposed funding for K-12 education is the intent that all of the additional funding be directed on the basis of the extent to which poverty permeates each school and district. In this regard, the Governor’s proposal and supporting documents clearly suggest that providing additional resources to help children most in need is his highest priority. 

II. Cupp/Patterson Workgroup Fair School Funding Plan
It is not every day that I provide testimony on a school funding proposal to a legislative subcommittee where two of the members actually created the funding proposal under discussion.  Such is the case today. 

The Cupp/Patterson workgroup funding plan represents a complete overhaul of the school funding formula and has the following main components:
· New input-based methodology for determining the base cost amount (which will vary based on district demographics)
· “Direct funding” of community schools eliminating the community school deduction approach
· Increased funding for economically disadvantaged students
· A new simpler method of determining the state and local share of funding replacing the current State Share Index
· Modifications to the Transportation funding formula, including the phase-out of the Transportation Supplement

In addition, the Cupp/Patterson workgroup plan also includes funding for cost studies of three components of the funding formula in the upcoming biennium: 
· A study of the cost of educating English Language Leaners (ELL).
· An update to previous studies that have computed the additional cost of educating students with disabilities, by type of disability. The last such study was done in 2007. 
· A study of the cost of educating economically disadvantaged students.  To the best of my knowledge, such a study has never been undertaken by the State of Ohio and is long overdue. 

Much testimony has already been delivered to this subcommittee explaining the various features of the Cupp/Patterson school funding proposal. Each of the changes listed above is sound in concept.  However, my purpose today is to focus on the impact of the proposed funding plan as apparent from the district-by-district simulations released on March 29th.   

Overall Impact
[bookmark: _Hlk5618973]The proposed funding formula is to be phased in over 4 years.  FY20 and FY21 mark the first 2 years of the phase-in period. The additional expenditure in FY20 is $399.6 million with an increase of $320.4 million in FY21 (this means that funding in FY21 is $720.0. million more than FY19 funding).  Thus the total expenditure over the biennium is an additional $1.120 billion – or more than twice the amount of funding contained in the Governor’s proposal.  Note that the FY19 baseline funding amount is a net funding amount similar, but not identical, to that in the Governor’s proposal.  Net funding under the Cupp/Patterson plan is FY19 formula funding minus Career tech weighted funding and the community school, voucher, and open enrollment deductions.

539 districts receive increase in funding in the FY20 and 541 districts receive increase in FY21.  This means that 71 districts receive no increases in FY20 and 69 districts receive no increase in FY21.  In essence, the 71 districts with no increase in funding in FY20 and the 69 in FY21 are on the guarantee.  Currently (FY19) 335 districts are on the guarantee. 

In comparison to the Governor’s proposal, 173 districts receive less funding in FY20 under the Cupp/Patterson plan than under the Governor’s poverty-based plan, while 156 districts receive less funding under the Cupp/Patterson plan than under the Governor’s plan in FY21.  

Impact on High Poverty Districts
While the number of districts on the guarantee is substantially lowered under the Cupp/Patterson proposal, a number of the districts that receive no increase in funding raises cause for concern.  While 28 of the 71 districts that receive no increase in funding in FY20 are from the wealthiest property wealth quintile, the next largest number of districts receiving no increase is from the poorest property wealth quintile.  19 low wealth districts receive no increases under the Cupp/Patterson funding plan and 8 of these districts are among the 14 poorest in Ohio.  These districts are:
Campbell City SD in Mahoning County
Warren City SD in Trumbull County
Youngstown City SD in Mahoning County
Lorain City SD in Lorain County
Lima City SD in Allen County
Huntington Local SD in Ross County
East Cleveland City SD in Cuyahoga County
Dayton City SD in Montgomery County

In addition, Toledo City SD in Lucas County is the 25th poorest district in Ohio by property wealth, and Cleveland Municipal SD in Cuyahoga County is the 54th poorest.  

Both of these districts are also flat-funded under the Cupp/Patterson funding proposal. 

The 19 low wealth districts that are on the guarantee under the Cupp/Patterson plan have 94.5% of students that are economically disadvantaged.   These districts are in both urban and rural areas of the state.  

Furthermore, the remaining 4 of the “Big 8” urban districts all receive per pupil funding increases in FY20 that are well below the state average per pupil increase of $264 per pupil. 
Canton City (Stark) $56 per pupil increase
Columbus City (Franklin) $116 per pupil increase
Cincinnati (Hamilton) $124 per pupil increase
Akron City (Summit) $148 per pupil increase

Of these districts, only Columbus receives an increase in funding in FY21 that is higher than the statewide average of $212 per pupil. 

The fact that the funding increases for the urban districts generally fall well below that of other districts in the state is disturbing in light of the needs of these districts and is particularly surprising in light of the modifications that have been made to the formula as part of the Cupp/Patterson funding proposal. The increase in the base cost resulting from the new input-based methodology, the resolution of the long-standing community school deduction controversy (as a result of the appropriation of the “local share” of funding as part of the reduction in each district’s state aid), and the increase in economically disadvantaged aid should all be reasonably expected to help urban and other high poverty school districts. Thus it is particularly troublesome that so many of these districts receive no increase or a lesser share of an increase in funding than do other Ohio school districts whose fiscal capacity and overall level of student performance are much higher. 

My initial analysis indicates that the 2 main reasons for this phenomenon are 1) recomputation of Targeted Assistance based on Enrollment rather than Formula ADM and 2) the new state share methodology raising the local share in the districts listed above beyond that in the current State Share Index. It is important to note that the issue with Targeted Assistance is not that these districts are actually losing enrollment, but rather that Targeted Assistance in the Cupp/Patterson proposal is computed on the basis of number of students educated (typically called “enrollment”) which is a lower number than the current method of computing Targeted Assistance (which is based on Formula ADM which includes community school, voucher, and students leaving through open enrollment).  Initial analysis of actual enrollment change over the past 10 years shows that some districts that have actually lost enrollment get more funding under the Cupp/Patterson proposal while others get less. 

Conclusion
The Cupp/Paterson workgroup funding proposal addresses many well-known and long-standing issues that have been bedeviling school funding in Ohio for many years.  However, the fact that many of Ohio’s highest need districts are not benefitting from the new funding plan or are benefitting at lower levels than other districts is significant cause for concern.  The education disparity gap between Ohio’s economically disadvantaged students has been well-documented for many years. (Lower income students are less likely to achieve proficiency on Ohio’s battery of standardized tests by 25-30 percentage points on virtually every test in every grade level than are their higher income peers.)  It is also well understood that schools and districts that have the responsibility for educating high concentrations of low-income students need greater resources.  This understanding is the logic under-pinning the Governor’s poverty-based FY20-21 school funding proposal.  Adjustment of the Cupp/Patterson workgroup funding proposal in a manner which results in similar distribution of resources to such districts would be marked improvement from the initial version. 

Note – By way of background information, I have also attached to this testimony a September 2018 OEPI overview of Ohio School funding that provides a comprehensive review of Ohio’s K-12 school funding formula over the past 30 years. 
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