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OHIO AUDITOR OF STATE
KEITH FABER

To Ohio’s Educational Service Centers, the Ohio Department of Education, the General
Assembly and other policy makers, and the public at-large:

The Auditor of State’s Office recently completed an operational study of Ohio’s Educational
Service Center (ESC) network, which is comprised of 51 individual ESCs. This review was
requested by the legislature in Senate Bill 3 of the 131% General Assembly and conducted by the
Ohio Performance Team.

This report contains recommendations, supported by detailed analysis, to improve the ESC
network, and identifies other areas for further study. In addition, a profile for each ESC will be
posted on our website with the report. This report has been provided to the Ohio ESC
Association and its contents have been discussed with the executive committee.

This data-driven analysis of the network’s operations provides valuable insight and analysis of
the network’s operations. We believe this report will satisfy the legislative intent and provide
valuable information to the ESCs, the General Assembly and other policy makers, and the
public at-large. Additional resources related to performance audits are available on the Ohio
Auditor of State’s website.

This report can be accessed online through the Auditor of State’s website at
http://www.ohioauditor.gov and choosing the “Search” option.

Sincerely,

Nl

Keith Faber
Auditor of State
May 28, 2020
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Introduction

Quality public education is a cornerstone of society and necessary for providing children the
tools needed to succeed later in life. In Ohio, public education is provided at the local level
through school districts.* However, these districts do not act entirely on their own. Ohio’s
education system requires the participation of many stakeholders in a complex, collaborative
structure. One part of the system are the Education Service Centers (ESCs). ESCs play a vital
role in the framework of Ohio’s public and chartered community and parochial schools. Born out
of the county boards of education, present day ESCs make hundreds of individual service types
available to all school districts in the state.

The State Board of Education and the Ohio Department of Education (ODE or the Department)
are responsible for overseeing the state’s public education system. In addition to administering
the school funding system, ODE collects performance data and develops academic standards and
curriculum for the state. In addition to overseeing public school districts, ODE also monitors
regional education providers including ESCs.

The Ohio General Assembly sets the total amount of funds available for education in each
biennial budget. These state funds are distributed based on Ohio Revised Code (ORC) and ODE
policy. They also provide legislative guidance related to education in Ohio, including identifying
new requirements or standards for public education to be carried out by the various actors in the
education system.

In March 2017, Senate Bill 3 of the 131% General Assembly (SB3) was enacted. This bill
required our office to conduct a comprehensive operational study of all ESCs in the state. This
study “shall contain standards and benchmarks unique to educational service centers for further
study and that may inform future performance audits of educational service centers conducted
under section [8] 3311.051 of the Revised Code.” Further, “The State Board of Education may
consider the Auditor of State’s report of the operational study in its formulation of the
performance standards for educational service centers, if any, and in its determination of high-
performing educational service centers under Section 263.390 of Am. Sub. H.B. 64 of the 131%
General Assembly.”

Note: Our report is based on information available prior to the State of Ohio state of emergency
declared in March 2020 due to the COVID-19 pandemic. Our analysis does not take into
account any changes in operations or potential reduction in future revenues related to the
pandemic and state of emergency. These events could have lasting impacts on the ESC
operations and the districts they serve.

L In Fiscal Year Ending 2020 there were 612 school districts in Ohio
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Educational Service Centers
History

In 1914 the Ohio General Assembly created county boards of education in order to provide
guidance and oversight to local school districts.? These new boards of education were tasked
with the reorganization, consolidation, and centralization of rural and village school districts.®

The creation of county boards of education was designed to provide a centralized approach to
public education. County boards of education were responsible for creating a minimum
curriculum for all districts to follow, reducing the number of districts through reorganization, and
creating training standards for educators. This essentially stripped the townships of local control
of rural school districts and created a more systematic, centralized approach to public education
and was the precursor to establishing present day ESCs.

During the first 80 years of their existence, between 1914 and 1995, the county boards of
education expanded their role in the educational framework of Ohio, gaining responsibility in the
areas of special education, school psychology, supervision services, and vocational education. At
the same time, the number of districts in Ohio was reduced from more than 2,500 in 1914 to just
over 600 in the early 1960s.

In 1995 the General Assembly rebranded the county boards of education as ESCs. At the same
time, this legislation identified dates for required mergers for smaller ESCs.* Additional
legislative changes granted school districts greater choice in selection of ESCs. These changes
essentially allowed school districts to align to an ESC outside of their geographic region, an
option that was not previously permitted. As a result of several mergers and changes to
operations, the number of ESCs has declined over time.>

While the total number of ESCs has declined over time, the number of districts served has
increased. Originally only local school districts were required to align with an ESC. Exempted
village and city school districts were not subject to the same requirement, but had the option to
obtain services from an ESC. However, in 2011 changes made to the Revised Code made it
necessary for all school districts, including local, exempted village and city school districts, with
an average daily student enrollment of less than 16,000 students to enter into an agreement with
an ESC.® This change also allowed, but did not require, districts with an average daily student
enrollment of more than 16,000 to enter into an agreement with an ESC. As of FY 2020 only one
district — Toledo City School District — was not aligned with an ESC.

2 The New School Code Act of 1914 (House Bill 13 of the 80" General Assembly)

3, History of Ohio’s County Boards of Education (Ohio Department of Education, 1989)

4 State Government-Budget-Appropriation and General Amendments, 1995 Ohio Laws File 28 (H.B. 117), 121%
General Assembly

> This operational study uses information gathered from 52 ESCs in FY 2018 and FY 2019. As of January 2020
there were 51 ESCs as a result of a merger between Lake County ESC and Geauga County ESC.

® ORC § 3313.843(B)(1)
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Operating Structure

After creation of the original 88 county boards of education in 1914, mergers, closures, and
restructurings allowed by the legislation referred to above resulted in the network of 52 ESCs at
this time of this operational study.

While ESCs operate under the oversight of their  ESCs in Ohio
individual governing boards - they exist due to
the membership of their aligned school districts.
If all the client school districts of an ESC were
to terminate their agreements, the ESC would,
by law, dissolve.’

In FY 2018 the ESC network offered services to
school districts with more than 1.5 million
public school students in Ohio. The ESCs offer
services to member districts which allow those
districts to leverage economies of scale when
purchasing services. For example, rather than
bearing the full cost of a licensed psychologists,
which may not be needed full-time, member
school districts may be able to purchase the
quantity of service from the ESC that they need,
effectively sharing the service of staff across
districts at a lower cost than if the district were
to provision the service themselves.

Source: ESCs, ODE, and AOS

ESCs are public entities and receive funding from public sources including an allocation from
state government. However, they operate much like private businesses and their primary function
is to provide services. As outlined in ORC 8 3312.01(C), services may include any of the
following:

Assistance in improving student performance;

Services to enable a school district or school to operate more efficiently or economically;
Professional development for teachers or administrators;

Assistance in the recruitment and retention of teachers and administrators;

Applying for any state or federal grant on behalf of a school district; and

Any other educational, administrative, or operational services.

In addition to implementing state and regional education initiatives and school improvement
efforts under the educational regional service system, educational service centers shall

" ORC § 3311.0510(A): If all of the client school districts of an educational service center have terminated their
agreements with the service center under division (D) of section 3313.843 of the Revised Code, upon the latest
effective date of the terminations, the governing board of that service center shall be abolished and such service
center shall be dissolved by order of the superintendent of public instruction.
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implement state or federally funded initiatives assigned to the service centers by the general
assembly or the department of education.®

Funding

Unlike a traditional school district that can generate local tax revenue, ESCs have no legal taxing
or bonding authority. Instead, ESCs draw revenue primarily through direct public funding,
grants, and payments for services rendered.

The ESCs receive direct public funding from ODE through four streams: Local per-pupil
funding®, state per-pupil funding, gifted education funding, and special needs transportation
funding. The state per-pupil funding, gifted education funding, and special needs transportation
funding is appropriated to the ESCs by the General Assembly and distributed by ODE. When
necessary, ODE may prorate the per-pupil funding amount received by the ESCs if the total
calculated allocation for ESCs exceeds the appropriation. Both state and local per-pupil funding
are calculated based on the student count of an ESC’s member school districts. ESCs also
receive state funding to cover a portion of costs associated with gifted education and special
needs transportation services.

Beginning in FY 2017, a new Direct Public Funding in FY 2018
component of the state per-pupil

funding model was introduced. In
order to receive the full state per-pupil Ohlo ESCS
appropriation, ESCs are required to 1 1

obtain a “high performing” designation ’
from ODE. Any ESC not receiving the

designation would receive $2 less per
pupil in state per-pupil funding. In

. . Local
every year that the designation was Per-Pupil
awarded all ESCs have applied for and Funding _ .
received the high performing R rorount

designation.
Source: ORC, ODE, and AOS

8 ORC § 3312.01(C)

% The local per-pupil funding component included within the direct public funding total includes the $6.50 per pupil,
the minimum requirement that ODE deducts from each school districts’ foundation payments and transfers to their
aligned ESC in accordance with ORC § 3313.843(H). ODE may deduct an alternative amount in excess of $6.50 to
be paid to the ESC as detailed in ORC § 3313.843(H). However, this direct public funding reflected in the analysis
captures the minimum amount of $6.50 per pupil, as the intent of this revenue breakout is to illustrate the guaranteed
direct funding ESCs receive to operate. See Section 2 for a detailed analysis of direct funding and Appendix C:
Operating Revenue for explanation of those school districts agreeing to have an excess per pupil amount deducted
and paid to their respective ESC.
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Study Approach

The ESC network occupies a unigue position within Ohio’s education system. Because there is
not an administrative office or designated director overseeing all ESCs at the state level, it was
necessary to request and collect data and input from each of the 52 ESCs individually. Our report
uses financial data from FY 2018 and staffing and service data from FY 2019, the most recent
data available at the time of analysis. We conducted site visits with each ESC between March
and October 2018 in order to obtain feedback and additional information from individual ESC
administrators.

A comprehensive study of ESCs in Ohio has not been completed prior to this report. We were
tasked with providing a comprehensive overview of the network and to create standards and
benchmarks that could be used to inform future studies. In order to complete the report we
conducted reviews based on a “top down approach.” We first gathered and compiled information
on the ESC network as a whole, then we identified groupings of similar ESCs which could be
used for comparison purposes, and finally we created profiles with financial, staffing, and service
data for the individual ESCs.

Once this information was collected we Total Revenue by Source
identified objectives and completed additional

. . . Operational Revenue Non-Operational Revenue
analysis. The analysis was intended to . . . o
identify areas for improvement within the . Direct Public Funding Internal Service Fund
network and inform the formulation of future Indirect Public Funding [ Agency Fund
performance standards for ESCs. .

. Other Revenue $402M
. 2.7%
Network Wide Data $96.8M
/. 6.6%

To create a baseline of information we
collected available data in several key areas
including revenue, expenditures, staffing, and
services. The information we gathered was
used throughout our study.

Revenue $803.6M

In total, the ESC network had approximately ST

$1.5 billion in reported revenue in FY 2018.1°

In order to analyze the true operating revenue

of the ESCs, the sources of this $1.5 billion

were evaluated and broken out.

Nearly $900 million is used for ESC $54.iIM
operations and is what we considered Source: ESCs 3.7%

10 Reported revenue includes operating revenue, fiduciary funds, and internal service funds.
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operating revenue for purposes of this study. The vast majority — 89.5 percent — of operating
revenue was from indirect public funding. This money refers to revenues received from other
public agencies, including their member school districts. Primarily this funding comes from
revenue from fees for services provided by the ESCs. Direct public funding are those revenues
received through various state allocations and subsidies identified previously. Other revenue
represents revenues that are not generated from public funds including investment earnings,
donations from private sources, and tuition paid directly from clients for services.

Agency funds reflect assets held by an ESC in a purely custodial capacity. The Employee
Benefits Agency Fund is an agency fund which accounts for monies received from school
districts forming an insurance "pool" for employee benefits.!! Internal service funds are used to
account for the financing of goods or services provided by one department or agency to other
departments or agencies within an ESC, or to other governments on a cost-reimbursement basis.
The use of an internal service fund may be applied to situations where the ESC acts as fiscal
agent for a multi-district program. To provide an accurate of picture of the revenue available for
operations, agency and internal service funds were excluded from operating revenue within this
study. While activities such as providing health insurance consortiums and acting as a fiscal
agent are ESC services (and the administrative fee for providing these services are included in
the General Fund) the actual money held within these two funds do not reflect operations but
rather are simply held on the books of the ESC. For this reason, they were excluded. Additional
data on total revenue and revenue per student by ESC can be found in Appendix B: Data by
ESC.

The chart to the right Total Operating Revenue by Fund
$740.4M

shows total operating
revenue by fund in order
to provide an indication
of the restrictive and
discretionary nature of
funds. The ESC network
had $898.2 million in
total operating revenues
in FY 2018, the total of
the red, yellow, and
green slices in the pie

chart above. Of this, 82.4 59.5M 76.0M
percent, or $740.4 223M -
mllllon’ are General General Fund Other Local Funds State Funds Federal Funds

Fund revenues and are

used to support the Source: ESCs

general operations and activities of an ESC. The source of these revenues is mainly through
direct and indirect public sources and are considered discretionary. The other funds are restricted

11 The Employee Benefits Agency Fund made up 95.4 percent of the agency fund total for the ESC network in FY
2018.
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to expenditures for specified purposes which are typically identified in a grant agreement or legal
requirement. 2

Additional detail regarding operating revenue can be found in Appendix C: Operating
Revenue.

Expenditures

We reviewed the ESC network’s
expenditures, and like revenues, Expenditures by Type
excluded the agency and internal
service funds from our analysis in order
to identify expenditures directly related Employee Benefits B capital Outlay
to operations. In FY 2018 the network
reported nearly $1.5 billion in
expenditures, $888.5 million when
excluding agency and internal service
funds, which is the basis of our analysis
for this study.

. Employee Salaries and Wages Supplies and Materials

. Purchased Services . Other

$173.2M
19.5%

These expenditures are broken down by
type. 12 Of note, nearly 75 percent of
expenditures were related to personnel __ $185.4M
costs with salary and wages accounting $487.9M 20.9%
for 54.9 percent of expenditures and 54.9%

employee benefits — such as health
insurance premiums and retirement $14.1M
benefits — accounting for 19.5 percent ~— 6%
of all expenditures. Outside of $8.7M
personnel costs, expenditures also P
included purchased services'*, supplies $19.2M 1.0%
and materials, capital outlays, and other
expenditures for goods and services not
otherwise classified. Additional data on expenditures by ESC and expenditures per student by
ESC can be found in Appendix B: Data by ESC.

Source: ESCs 2.2%

12 State and federal funds are special revenue funds that are used to account for and report the proceeds of specific
revenue sources that are restricted and committed for specified services. Other Local Funds reflects revenue in all
local funds with the exception of the General Fund, including special revenue and enterprise funds. The majority of
this category (80.9 percent) was Other Grants Fund, a fund used to account for the proceeds of specific revenue
sources, except for State and Federal grants that are legally restricted to expenditures for specified purposes.

13 Type of revenue was determined using USAS object codes.

14 Purchased services include amounts paid for personal services rendered by personnel who are not on the payroll
of the ESC, and other services which the ESC may purchase including, but not limited to, utilities, property services,
and communication services.
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Staffing

As personnel accounted for nearly 75 percent of the ESC network’s total expenditures, it was
important to review staffing levels across the network. In total, ESCs reported nearly 11,300 full-
time equivalent (FTE)*® employees in FY

2019.1% These employees are reported in ESC FTEs by Category
the Education Management Information

System (EM|S) which is maintained by . Office/Clerical Administrators
ODE." Further information regarding B Crafts & Trades Bl saucational
EMIS can be found in Appendix D:

Education Management Information Bl Opcruiive B Professional
S Y stem. Extra/Intracurricular Technical

As the demand for services can change [ Service Work/Laborer

throughout the year based on an individual
school district’s needs, so can the staffing
levels required to provide such services.
For this reason, ESCs often use part time 3127
and temporary employees to fulfill the
needs of its customers. While these
employees are paid by the ESCs, they are
not required to be reported in EMIS and
therefore may not be reflected in the total
count of employees. The EMIS reporting
instructions allow for flexibility when
reporting part time employees, and during
the collection and verification of ESC
staffing totals we noticed differences in
how ESCs are reporting part time staff.

Another issue which complicates network-
wide staffing data is the use of Councils of
Government (COGs) by individual ESCs. COGs are created under ORC Chapter 167 and consist
of governing bodies of any two or more political subdivisions. When an ESC uses a COG to

Source: ESCs

15 ODE EMIS Manual (ODE, 2019) defines full-time equivalency (FTE) as “the ratio between the amount of time
normally required to perform a part-time assignment and the time normally required to perform the same assignment
full-time. The number 1.0 represents one full-time assignment. One (1.0) FTE is equal to the number of hours in a
regular working day for that position, as defined by the district.”

16 Staffing data was collected from and verified with each individual ESC. The reported FTEs reflect staffing as of
October 31, 2018. This staffing data reflects employees reported though EMIS and paid by the respective ESC.
Therefore, services managed by the ESC but provided by third party employees (council of governments (COGS),
hospitals, other private agencies) are not included.

17 EMIS is the statewide data collection system for Ohio’s primary and secondary education. Staff, student,
district/building, and financial data are collected through this system. Staff data includes demographic data (race,
gender, age, name, education level, attendance, etc.) and employment data (salary, position code, assignment area,
fund source, etc.).
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provide services, those COG employees would not be reported within the ESC’s EMIS staffing
records. For more detail regarding ESCs and COGs see Section 4.

Services

As previously discussed, ESCs are first and foremost service providers. More than $800 million
in indirect public funding comes primarily from fees for services. Additionally, the personnel
costs that make up nearly 75 percent of total expenditures are related to the provision of
services—the more services that an ESC provides, the more staff they need to provide those
services. As services drive the revenues and expenditures for ESCs, it is important to have an
understanding of what services are offered and the costs associated with them. However, there is
no centralized location which stores data related to services offered by ESCs in Ohio. In order to
obtain service data we first collected information available on individual ESC websites, and then
conducted interviews to verify and expand on the collected information.

We identified more than 350 unique service descriptions being offered by the ESCs, but this does
not mean that there were actually 350 unique services. Through interviews we were able to
identify several types of services that were similar, but had different titles and descriptions
between ESCs. In order to conduct analysis we identified 21 service categories and grouped
similar services together. A full list of services can be found in Appendix E: Individual
Services Offered and the service categories we created can be found in Appendix F: Service

Cateqgories.

Groupings and Data Comparisons

The 52 ESCs represent a wide variety of member school districts, each with individual needs,
which makes comparisons between ESCs inherently difficult. The needs of an ESC serving
primarily urban or suburban districts may not be similar to those of an ESC serving a rural
population.

ODE encounters similar issues when attempting to draw comparisons across Ohio’s school
districts. In order to address the variation inherent in school districts and to normalize
demographic and geographic factors, ODE created the Typology of Ohio School Districts. This
classification system divides districts into one of eight types.® As a result, the typology
classifications can serve as a basis for a stratified sample of districts in the state. These
classifications also allow researchers to focus on a specific type of district, such as major urban
districts or rural districts with high poverty.

We used the existing typology system in order to develop peer groups within the ESC network.
Using the typology categories we identified five ESC groups.® These categories were developed
by using a weighted average of the ESC’s member district’s assigned ODE typology based on

18 In 2007, the typology was revised to take advantage of the 2000 census data. With the availability of more recent
data from the 2010 census and an increasing demand for analytic uses, ODE again revised the typology for 2013.

19 Originally, we identified six groups of ESCs. However, Group 1 included only two ESCs. In order to ensure the
analyses conducted within the data comparisons produced meaningful results, these two ESCs were included in
Group 2.
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student enrollment. These groups allow for a more effective comparative analysis as differences
in ESCs resulting from environmental factors are normalized.

Additional information regarding ODE’s typology and our internal grouping can be found in
Appendix G: ESC Peer Groups.

Once groupings were identified, we conducted analyses on ESC groups to provide a basis on
which to formulate objectives for this study. The initial analyses allowed our office to identify
trends and outliers within the data which could benefit from further review and analysis.

Revenues

We compared the median operating revenue per student within each group to the student
population in an attempt to identify trends in the data or outstanding or outlying groups.

We found that as member Operating Revenue per Student by

district population levels Group vs Student Population

increase (a.S the group . Revenue per Student Student Population

typologies increase), revenue sso000 77637 00 175.000

per student shows fluctuation. 5674.4 \ o
Specifically, there is a steady _—

decline in revenue per student - ki o
from Group 2 to Group 4 100.000
followed by a large increase in
Group 5. The identification of ="
this variance is important, as it ~ *"" '

signifies that Group 5 ESCs 0008
operations could be examined — S e
more in-depth as operations in ' T Nedm
this group differ in some Source: ESCs and ODE

manner from the other groups,
allowing the typical Group 5

Expenditures per Student by Group vs

ESC to generate higher Student Population
revenues per Student even Wlth s Expenditures per Student Student Population
a higher relative student base. . §741.59 125,000

$651.55 o 1
Expenditures : A
£500.00 $482.70
We also reviewed the median o 100.000
expenditures per student o
within each group comparedto " -
the student population in an '

attempt to identify trends in
the data or outstanding or $0.00
outlying groups.

Group 2 Group 3 Group 4 Group § Group 6 Statewide
fed

Source: ESCs and ODE
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The expenditure analysis follows a similar trend as that of revenues previously shown. It is
reasonable to assume that as member district population levels increase, expenditures per student
should decrease due simply to economies of scale. However, the chart above shows that as
average student population grows as the group typologies progress, expenditures per pupil show
fluctuation. The presence of this fluctuation is important as it signifies a differential in operations
between groups, or potentially the percent of the student population in which they serve.

Staffing

We analyzed the median FTEs per 1,000
member district student population by ESC
group in an attempt to identify trends in the
data or outstanding or outlying groups. There
is a clear declining trend in the staffing ratio
as the groupings progress, signifying that as
member district student populations increase,
a fewer number of employees are needed.

ESC Profiles

FTEs per 1,000 Member District Students

14.0
120
10.0

8.0

6.0

FTEs per 1,000 Students

0.0

Group 2 ‘Group 3 Group 4 Group 5 ‘Group 6 Statewide

Median

Source: ESCs and ODE

We created profiles for each ESC with information regarding
financial, staffing, and service data. This information is
presented on the individual level and compared to both group

within them, provide a snapshot of operations based on one
year of performance.

I I and statewide medians. These profiles, and the comparisons
— 9

verified, due to uniformity issues, we limited its use in

I I ‘ While the information within these profiles is accurate and

network-wide analyses. Any conclusions drawn from the
information contained within the profiles should be carefully
considered because of the issues identified within our operational study.

These evaluations and comparisons could be beneficial to the network if they are
conducted on an annual basis in order to evaluate progress or trends. Benchmarks and
standards within these profiles can also aid in the development of network-wide key

performance indicators.

Click here to see the profiles for all 52 ESCs.

Efficient . Effective . Transparent

11



Auditor of State
Operational Study

Report Information
Study Results

This operational study includes historical background regarding the establishment of ESC and
current network-wide information to provide context to present day operations of ESCs within
Ohio’s educational system. Standards and benchmarks unique to ESCs were created and
included throughout this study that can be considered by the network, ODE, and policy makers
in future decisions regarding how to communicate, measure, and improve the operations of
ESCs. These standards and benchmarks may also inform future performance audits of ESCs.

In consideration of the varying size and demographics of ESCs, different types of services
provided, and diverse business models in place, objectives were developed with the intent to
evaluate high level areas that would provide value to the network as a whole. We conducted
detailed review and analyses on the following scope areas: uniformity and transparency,
operations, and services. Our review resulted in five recommendations. These recommendations
also contain observations related to the ESC network’s compliance with Ohio Revised Code as
applicable, in order to provide policy makers information to use in making legislative changes
and/or decisions regarding ESC operations. The recommendations are as follows:

e The ESCs should work with ODE and AOS to develop and adopt changes to improve the
uniformity of reported data that could be used to evaluate the operations of ESCs.

e The ESCs should provide access to their operational data in a transparent and
standardized manner.

e The ESCs and ODE should comply with ORC 8§ 3313.843(H) by ensuring if the majority
of an ESC’s member school districts elect to contribute a larger local subsidy than the
minimum then all member school districts contribute the larger amount.

e ODE should improve its process for designating high performing ESCs to ensure that it
clearly measures performance in a meaningful way and ensures rigorous and effective
review of applications for such designation.

e ODE should develop, track, and use Key Performance Indicators (KPIs) for the ESC
network.

We also identified three issues for further study. These conclusions were outside the scope of the
operational study but require the attention of stakeholders for future consideration. Issues for
further study are included in the areas of funding and shared service initiatives.
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Comment on the Evolution of ESCs

The ESC network has evolved over time, but in many cases the supporting structures have not
progressed as the network itself has. ESCs have a similar governance structure at the local level
as traditional school districts. Like a traditional school district, each ESC is under the oversight
of an elected governing board. The governing boards are responsible for hiring the ESC
superintendent and treasurer, who in turn report directly to the governing boards.

These governing boards are elected from the respective ESC’s territory. Although the territory of
an ESC is comprised of the local school districts within the territory of the county?’, ESCs may
provide services to city, exempted village, and local school outside of the territory of the ESC.
Due to changes in legislation?!, school districts now have the ability to choose ESC providers.
This essentially allows school districts to align to an ESC outside of their geographic region, an
option that was not previously permitted. In addition, legislative changes now require all school
districts, including local, exempted village and city school districts, with an average daily student
enrollment of less than 16,000 students to enter into an agreement with an ESC. The laws
surrounding the election of governing boards have not been updated to reflect the current
operating environment. As a result, the governing board of the ESC may or may not?? reflect the
districts that the ESC serves, and the exempted village and city school districts do not have
elected representation on any governing body of an ESC.

Further, as the ESCs have evolved from county school boards into service providers, the
representation at the state level has not adjusted to provide necessary communication, support,
and accountability. While ESCs receive funding and direct initiatives from ODE, there is no
dedicated individual position or office to act as the link to assist communication or cooperation
between the ESCs and ODE to better facilitate a close working relationship.

Finally, ESCs use reporting systems that are designed for school districts and the funding model
for state and local subsidies is based on a per-pupil metric which mirrors the state’s foundation
payments to school districts. Throughout this study we found that the ESCs were operating with
structures designed for school districts which do not reflect the current operating environment of
the ESCs.

20 ORC § 3311.05

2L ORC § 3313.843

22 ORC § 3311.056 allows the elected members of an educational service center governing board to adopt a plan for
adding appointed members to that governing board to represent the client school districts of the service center that
are not otherwise represented on the board.
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Section 1: Data Management

The ESC network has evolved over more than a century. What began as individual county boards
of education has evolved into organizations that operate much in the same way as private
enterprises — they provide services and compete with each other for customers. However, ESCs
receive the majority of their revenue through public funding, which increases the amount of
transparency required by them. Taxpayers should be able to understand what their tax dollars are
being spent on.

While ESCs’ place within the educational system has evolved, they continue to follow the same
standards of data reporting that traditional school districts use in Ohio. The lack of specialized
systems, or clarity within existing systems, has led to a situation where ESCs are reporting their
information in a manner which results in inconsistencies across the network.

Consistent and transparent reporting is a critical component to an efficiently run public
organization and reporting guidelines and standards are necessary components of managing data
in such a way that valuable comparisons and useful analyses can be completed. Providing
information in an open and transparent manner is also important so that the ESCs’ clients can
make informed decisions about which ESC can best meet their needs.

Why We Looked At This?

The legislation requiring this operational study tasked us with identifying or developing
standards and benchmarks unique to ESCs. In order to meet such task, we collected pertinent
data needed to evaluate operations and inform the creation of standards and benchmarks in the
areas of financial operations, staffing levels, and services offered By identifying standards and
benchmarks, we would be able to provide a basis of comparison which would inform key
stakeholders when attempting to draw conclusions related to an ESC’s performance.

In order to begin the process of identifying these performance indicators we had to gather data
related to the ESCs and in so doing we were struck with the need to review the data management
processes which are currently being utilized across the network. The planning phase of the
operational study identified deficiencies in reporting financial, staffing, and service data.

What Did We Look At?

ESCs use some of the same systems as traditional school districts. Specifically, a large amount of
data is reported to the following:

e Uniform School Accounting System (USAS) — USAS is used to process and track the
accounting activity within a school district and includes different dimensions, including
funds, functions, and objects that make up a 30 digit account number. Additional
information regarding USAS can be found in Appendix H: USAS and ESC Reporting.

e Education Management Information System (EMIS) — EMIS was established by law in
1989 and is the statewide data collection system for Ohio’s primary and secondary
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education. EMIS provides the standards and infrastructure for reporting staffing, student,
and building data to ODE.

We gathered information which was available in both of these systems and also conducted
interviews with each ESC to verify the data. We collected service data directly from the ESCs, as
no standard system to report or track this data exists in the network. The collection of this data
was used in attempt to evaluate operations through the development of standards and
benchmarks unique to ESCs.

What Did We Find?

We found that there were consistency issues related to the self-reported ESC data within USAS
and EMIS and in how ESCs were collecting and reporting their own data regarding services
provided. Financial data is not reported in a uniform manner, primarily because reporting
standards are not specific to ESCs within USAS. While EMIS does include specific directions
for ESCs in regard to reporting staffing data, we found inconsistencies in how these directions
are interpreted and consequently how the data is reported. Further, there is no system which is
used to collect service related data.

The lack of uniform and transparent data collection methods makes it difficult to develop
approaches to evaluate the operations of ESCs network-wide. If we were conducting a study on
one individual ESC detailed analysis of operations would be conceivable. However, the time and
effort needed to accurately capture and adjust the data for uniformity at this detailed level for 52
ESCs was not feasible as part of this operational study.

In order to create valuable standards and benchmarks, the uniformity and transparency of data
should be improved. This will require more than just the efforts of the ESCs for full
implementation. The General Assembly, ODE, and the Local Government Services Section of
the Auditor of State (AOS), and will need to be active participants in the changes which need to
be made within the reporting systems. A collaborative effort providing support and guidance
between all key stakeholders is necessary in order to achieve needed systemic changes.
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Data Uniformity

Recommendation 1.1: The uniformity of how ESC financial and staffing data is reported should
be improved in order to produce more reliable information to be used in evaluating the
operations of ESCs. The ESCs should work with ODE and the Local Government Services
Section of AOS to ensure necessary changes are developed and adopted. Furthermore, the
creation of a standardized method to track and report services offered would provide a baseline
for evaluating services across the network.

Methodology

In order to meet the requirements of SB3 and “create standards and benchmarks unique to
educational service centers for further study” we gathered available financial and staffing data
from the reporting systems in place for ESCs. Specifically, we collected available financial data
and reviewed the USAS Manual to gain an understanding of how ESC financial data is recorded
within this this chart of accounts, promulgated by the Local Government Services Section of
AOS. All 52 ESCs follow this accounting structure and receive annual financial audits by the
AOS. We gathered staffing information available from EMIS and confirmed data with the
individual ESCs. We also reviewed the EMIS Manual in order to determine what, if any,
reporting procedures were set for the ESCs. Finally, we collected service data directly from each
of the individual ESCs, as no uniform system is in place to track or report service offerings
network-wide. Service data collected from websites and through interviews was compiled and
provided to each respective ESC for review and confirmation.

Once we had collected available information we conducted various analyses and created
benchmarks unique to ESCs. These analyses and benchmarks can be found through this
operational study and within the ESC Profiles.

Analysis

Financial Data

While creating benchmarks and conducting analysis related to financial operations of ESCs, we
found that USAS, in its current structure, is not set up for ESCs to report data in a consistent
manner. Further, there is not a means for school districts to identify specific expenditures related
to services obtained through ESCs. There are two main reasons for this. First, USAS is designed
for school districts — a review of the user manual for USAS identified only two mentions of the
ESC network. The second issue is also problematic — there are not specific function or object
codes where school districts are required to record payments made to the ESCs for services.
Districts primarily code payments made to ESCs as purchased services, but the existing reporting
structure does not allow for further identification of what services are in fact purchased, or the
cost of individual services.

We did find, during interviews with individual ESCs, that some are using USAS in creative ways
so that they can track costs in a more detailed manner internally. Particularly, one ESC uses an
Internal Services Rotary Fund — this fund requires AOS authorization to establish and is used to
account for operations that provide goods or services to other governmental units on a cost-
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reimbursement basis. This type of fund is generally used when a district acts as a fiscal agent for
a multi-district program. In this case, the fund allows the ESC to track expenditures by location
and by employee, making it easier to track where employees are providing services. While this is
not the intended use of the fund type, it does allow the ESC to better track costs and accurately
bill for services provided.

While some ESCs have developed their own way in which they are able to track costs by
program or service, they have done so independent of each other and the tracking methods are
not uniform across the network. In FY 2018 there was only one revenue function and only one
expenditure function that was used by all 52 ESCs. The lack of specificity within USAS can lead
to instances where two ESCs offer the same service, but code the associated expenditures
differently within the system. Further — some ESCs use the “other” or “miscellaneous” function
within USAS for coding expenditures, which does not allow for any further identification of
expenditures. In addition to inconsistencies with how ESCs report expenditures, revenue tracking
also lacks uniformity. ESCs may use the same code within USAS to account for different types
of revenues.

For more detail surrounding our analysis of USAS and the reporting variances we found, see
Appendix H: USAS and ESC Reporting.

Both Michigan and Texas use accounting systems for public education which provide specific
guidance to its regional education service centers. Texas has several codes within its financial
accounting system which are for ESCs and allow for the uniform accounting of expenditures and
revenues. Michigan’s educational financial accounting system includes codes that are designed
to track payments between its schools and its Intermediate School Districts—their version of an
ESC.Z These examples could be used as a starting point for expanding Ohio’s current system to
better meet the needs of the ESCs.

Staffing Data

ESCs report employment data to ODE through EMIS. ODE provides a manual which is updated
periodically to provide uniform and consistent reporting instructions. The specific reporting
requirements vary by entity type and are dependent on a variety of factors. The instructions
specific to ESCs allow for interpretation which leads to lack of uniformity between entities on
how similar information is reported.

In FY 2018, nearly 75 percent of the ESC network’s expenses were related to personnel costs. As
such, it is important to have a clear understanding of how an individual ESC is using its existing
staff. Generally, we would make comparisons regarding staffing across an identified group of
similar organizations — in this case, we should be able to use the identified ESC groupings to
make general conclusions relating to employee usage.

While creating benchmarks and completing analysis related to staffing levels within the ESCs,
we found instances where we identified issues related to the interpretation of reporting staff
through EMIS. For example, there were occurrences where ESC employees were not included in

23 Michigan’s ESCs are called Intermediate School Districts (ISDs).
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EMIS when they should have been. In addition, reporting part-time employees within EMIS is an
area where there is variation between ESCs due to different interpretation of reporting
requirements. Further, some ESCs use Councils of Government (COGs) to provide services. We
found inconsistencies both across the network and within individual ESCs related to how COG
employees were or were not reported in EMIS.

Additionally, the EMIS Manual has a section dedicated to the reporting of contracted staff. ESCs
are required to report the staff data for contracted staff, which allows ODE to link the contracted
employee to the student from the resident/educating district when necessary without requiring
duplicative efforts, and allows the contractor (ESC) to report an accurate FTE for the time spent
servicing students from each district. The varying agreements that ESCs have with the districts
they serve, as well as the large number of ESC employees who are shared among all districts,
have resulted in ODE identifying only particular ESC employees who should be reported within
this record. Consequently, these EMIS records could not be used to identify all those ESC
employees who are working in school district buildings. We attempted to use the EMIS staffing
data gathered to analyze and compare operations related to overhead costs, span of control, and
staffing levels dedicated to specified services and/or member districts. However, the variances
identified in reporting staff through EMIS limited our analyses.

Service Data

There is not a formal reporting system in place to report or track the services provided by ESCs.
Therefore we gathered information from individual ESCs through website review and interviews
with ESC administrators. During our data collection, we identified more than 350 unique service
titles across the ESC network (see Appendix E: Individual Services Offered). Many of these
service titles used from one ESC to another appeared to be the same service, however the titles
often differed and consequently hindered the ability to accurately identify and compare or create
benchmarks at the individual service level. We did, however, create high level service categories
using the individual service titles and used these categories to complete analysis (see_Section 3).

Other agencies, such as the Ohio Department of Job and Family Services, have developed
manuals with comprehensive service definitions. Providing standard definitions or categories of
services provided could increase the standardization of service data elements.

Conclusion

The majority of ESC revenue comes from school districts paying for contracted services while
the majority of ESC expenditures are spent on the staff who provide such services. In order to
effectively develop and compare benchmarks across the ESC network, consistent and uniform
data is critical.

The USAS chart of accounts provides a significant amount of detail and instruction for its users
and is a prime tool for managing, recording, and auditing the financial operations of Ohio’s
school districts and ESCs. Additional functions or codes and/or more detailed instructions
specific to the unique operations of ESCs would enhance the use of this fundamental tool by
providing more accurate detail to use in evaluating and comparing operations network-wide. The
ESCs should work with ODE and The Local Government Services Section of AOS to identify
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areas within the USAS chart of accounts that could be expanded to achieve greater
standardization in financial reporting specific to the ESCs. A close partnership with Local
Government Services Section of AOS will be critical to ensure that potential changes or
enhancements are within the limitations of the USAS chart of accounts.

While the EMIS manual provides guidance to ESCs in regard to reporting staff, there is variance
in how these guidelines are interpreted. There are also areas that may be expanded to provide a
more simplistic way to report ESC staff working in the school districts they serve. The ESC
network should work with ODE to identify how EMIS, or the directions currently in place, could
be improved to provide more accurate and uniform data to use in reporting, evaluating, and
comparing staffing resources network-wide.

Improving the uniformity of financial and staffing data would result in more reliable information
to be used in evaluating the operations of ESCs and creating valuable performance benchmarks
to measure outcomes (see R5.1). Furthermore, the creation of a standardized method to track and
report services offered would provide a baseline for evaluating services offered across the
network. This may be achieved by enhancing the current legislation regarding posting service
offerings (see R1.2). Standardized and defined service names would also aid in communicating
what ESCs provide to customers across the state (see R1.2).
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Data Transparency

Recommendation 1.2: The ESCs should provide access to their data in a transparent manner.
Information should be made available in an easily accessible format that is standardized across
the ESC network.

Further, the ESCs should ensure compliance with the current laws in place in regard to filing
service contracts with ODE and communicating service offerings and prices on their websites.
The General Assembly may consider enhancing the legislation to achieve greater standardization
in how service information is communicated.

Methodology

During initial interviews many ESCs made mention of the uniqueness of their respective services
and operations. Some ESCs emphasized on the importance of communicating these resources as

there is sometimes a limited understanding from the public of what ESCs are or what they do. As
an integral part of Ohio’s education system, it is important that the public is able to easily access

and understand critical information regarding ESCs.

During the planning stages of this operational study we conducted extensive research on the data
available on Ohio’s ESCs to provide a baseline for our review. We first reviewed the Ohio
Educational Service Center Association (OESCA or the Association)?* website to determine
what type of network wide information was posted for public use and what types of past studies
or reports were available. We then reviewed each ESC’s individual website to gather information
and obtain understanding of operations. Finally, we reviewed other governmental agencies in
Ohio as well as other states to examine the practices in place to communicate operational
information to stakeholders.

Analysis

OESCA'’s website includes high level information on the services and programs offered by the
state’s 52 ESCs. For example, the ESC network released a report in honor of the 100™
anniversary of the network. This report included results from the ESC’s FY 2014 member survey
including limited financial, staffing, and service information. The website also includes some
basic information about ESCs including laws and regulations, relationship to Ohio’s school
districts, funding information, and a brochure from 2009 outlining ESC structure and operations.
While the website does provide general information, the majority of publications included are
outdated. According to OESCA, the network does conduct a member survey on a routine basis,
however the results are used internally and are not published for public consumption.

24 OESCA represents the governing boards, superintendents, teachers, supervisors and other personnel of the ESCs.
Membership in OESCA is an organizational membership consisting of each ESC. The Association has two
employees, an Executive Director and Executive Assistant.
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With each ESC having its own website, we found that the
level of operational data available at the individual ESC
level varied greatly across the network. Most ESCs include
comprehensive information about the services and
programs offered and some post annual reports with
financial activity and service statistics. Others have limited
data in comparison.

AdvIingdd

C

510

Each individual ESC receives an annual financial audit
which provides an objective independent examination of
the financial statements. These audits are posted on the

Auditor of State’s website. Fiscal transparency also occurs 100 YEARS OF SERVICE:
through the ESC’s reporting and disposition of unexpended b
funds under service agreements with school districts.? In ey
addition, ESCs report staffing data to ODE on an annual = i [‘f‘
basis. This staffing data is not communicated to the public :

in any formal manner. Source: OESCA

During the course of our study we found laws specifically designed to enhance the transparency
of the services offered by ESCs. However, we determined that all ESCs are not adhering to these
requirements:

e ESCs are required by law to provide both a list of services offered and what those
services cost on their website. According to ORC § 3313.843(F), “Not later than January
1, 2014, each educational service center shall post on its web site a list of all of the
services that it provided and the corresponding costs for each of those services.” A
review of all 52 ESC websites found that 23 ESCs, or 44 percent, do not list services and
the corresponding costs for services on the website. While some ESCs have a
comprehensive list, including prices, in a single location, others list information in
multiple locations on the website, and others only list service information and exclude
costs.

e Both ORC § 3313.843% and ORC § 3313.8452' require the agreements entered under
each section be filed with ODE; only those entered into under ORC § 3313.845 must be

%5 ORC § 3313.848(C)

26 ORC 3313.843: School districts with 16,000 or fewer students shall enter into an agreement with an ESC and have
until January 1st of odd numbered years to notify its affiliated ESC if it wishes to terminate its agreement for
services and join a different ESC. If no notice is given the agreement continues for the next two school years. The
agreement shall be submitted to the ODE by the first day of July of the school year for which the agreement is to be
in effect. ODE will annually deduct from each school district who enters into an agreement with an ESC and pay the
ESC an amount equal to $6.50 times the district’s total student count.

27 ORC 3313.845: in addition to the authority in ORC 3313.843, school districts and an ESC may enter into an
agreement for services. Services provided, the amount to be paid for such services and the manner of payment shall
be mutually agreed to and specified in the agreement. Also, if specified as the manner of payment, ODE shall pay
the ESC the amounts due under the agreement for services to the school district and deduct that amount from the
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filed to be valid. In attempting to obtain service contracts from the ESCs and ODE, we
realized there was inconsistency in the understanding of what needed to be, and what
ultimately was, filed with ODE. Some ESCs indicated they file all service contracts with
ODE while others do not. ODE indicated that they only have the contracts under ORC §
3313.845 which include a foundation deduction. We requested copies of service contracts
from the ESCs directly and received information from 46 of the 52 ESCs.

Annual reports are used by multiple state agencies to communicate background information and
financial and operational data. ODE publishes annual reports for a variety of programs and
services each year. For example, the 2019 Annual Report on Community Schools includes
details on the effectiveness of academic programs, school operations, and financial condition.
Providing this data in an electronic format also has several benefits, it can add interest by
allowing for unique and creative ways to display information, greater content variety by allowing
for links to other pertinent information, increased shareability, and quicker updates.

A review of state agencies in Ohio also found various examples in communicating the respective
services offered to the public at the state level. For example, the Ohio Department of
Developmental Disabilities and the Ohio Department of Administrative Services both have
websites dedicated to defining and explaining the services available.

Conclusion

Throughout our analysis, we found barriers to the collection of uniform data necessary to
effectively evaluate the operations of the ESC network. These barriers were not at the individual
ESC level, but rather at the network level in the form of a lack of uniformity in how data is
collected and communicated among the group of ESCs as a whole. The ESC network should
increase the transparency into operations by reporting financial, staffing, and service data on a
routine basis and in a transparent manner. At the network wide level, OESCA should work to
regularly update publications and make its information widely available in order to provide
insight into the operations of ESCs. This could include sharing the results of its member survey
and/or working with ODE to create a network-wide annual report with benchmarks similar to
those developed in the profiles of this operational study. OESCA may also consider including a
service tab on its website to outline and describe key services offered by Ohio’s ESCs.

Individual ESCs should ensure adherence with the laws currently in place that were designed to
enhance transparency of the services offered. Once a standardized method defining ESC services
(and/or service categories) is created (see R1.1), the General Assembly should consider
enhancing and strengthening the legislation around posting services to provide a clearer
expectation in regard to what ESCs should be communicating.

school district’s Chapter 3317 payments. Any agreement entered into pursuant to this section shall be valid only if a
copy is filed with ODE.
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Section 2: Revenue and Funding

An ESC, while a government entity, operates much like a private enterprise. They market their
services, compete for customers, and charge for services. Nearly 90 percent of the total operating
revenue within the ESC network comes from indirect public funding, primarily from fees for
services provided to both member and nonmember school districts. School districts have the
opportunity to change the ESC with which they are aligned with every two years, so ESCs are
incented to provide quality services at a reasonable price — if the quality of service is lacking, or
if services are deemed too expensive, an ESC risks having member districts taking their business
elsewhere.?

A small portion of the ESC operating revenue comes from direct public funding via local and
state subsidies. This portion of the operating revenue is discretionary and is intended to support
the basic operations of the individual ESC. Both subsidies are based on the student population of
an ESC’s member districts. In FY 2018 both subsidies accounted for approximately 5.6 percent
of operating revenue received by the ESCs.

Why We Looked At This?

ESCs have evolved into a system which operates much more like a private business than
government agencies, placing increased importance on the revenue generated from service
offerings. An ESC’s ability to determine the optimal mix of service offerings, pricing structure,
and marketing techniques, as well as ensuring customer satisfaction and quality services is
critical to its success. Initial interviews with ESCs suggested that both the geographic location
and demographics of the population served can impact an ESC’s ability to generate revenue.

While the network has evolved overtime, the mechanism for the portion of ESC funding received
from the state has largely remained the same, for both state and local subsidies, specifically on a
per student basis much like a traditional school district.

Direct funding represented approximately 5.6 percent of ESC operating revenue in FY 2018 and
is discretionary — meaning that ESCs have the ability to determine how it is spent. This funding
is inherently different from fees for services, and we reviewed its use to understand how ESCs
are operating differently throughout the state. The funding provided to ESCs is calculated based
on the number of students within its respective member districts. However, the ESC network is
not designed, nor is it intended, to provide services for every student within its member districts.
Further, ESCs often provide services to students outside of their aligned member districts.

A portion of the state subsidy is awarded to ESCs based on performance. SB3, the legislation
that required this study, suggests “The State Board of Education may consider the Auditor of
State’s report of the operational study in its formulation of performance standards for educational
service centers, if any, and in its determination of high-performing educational service centers

28 Under ORC § 3311.0510 if an ESC loses all of its member districts it ceases to exist; the superintendent of public
instruction appoints someone to administer the dissolution of the ESC.
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under Section 263.390 of Am. Sub. H.B. 64 of the 131st General Assembly”. Therefore,
examination of the current process in place for determining high performance within the ESCs
was conducted.

What Did We Look At?

In regard to the direct public funding, we reviewed the current legal provisions relating to both
the state and local subsidy to determine what requirements exist. Conversations with individual
ESCs were conducted to collect insight into how these funds are being used across the system.

Although larger ESC student member population bases provide an inherent ability to generate
more revenues (due to higher state and local per pupil funding), we developed a ratio to examine
revenue generation in relation to direct public funding in an effort to determine if an ESC’s
population base limits its ability to generate revenue through indirect public funding (fees for
service). This ratio, revenue generation ratio, shows the revenue generated from services
provided relative to the direct public funding received from state and local subsidies.

Examining the revenue generation ratio across the network, and by group, allowed us to identify
statistical outliers?® (ESCs) within the network. These outliers differed greatly from the majority
of the data set. Once these outliers were identified, we examined the financial operations of the
respective ESCs and conducted follow up interviews to determine if unique or specific practices
were in place that allowed for greater revenue generation that could potentially be implemented
network-wide as a means to maximize service provisions. For detail surrounding this analysis see
Appendix I: Revenue Generation.

Lastly, we reviewed the distribution of the state subsidy, through the high performing
designation, as it is currently being awarded via ODE. We examined the rules around the
designation and evaluated the process of designating ESCs as high performing.

What Did We Find?

The identification of statistical outliers indicated that there was not a direct correlation between
revenue generation and direct public funding. This indication could be the result of two things -
either ESCs generate revenue independent of their customer base and/or the presence of
inconsistencies in the data used in the analysis.

Interviews with outliers resulted in many justifications related to the methods in which revenue is
recorded in the USAS system (R1.1). Ultimately we concluded that data reporting variances
skewed this revenue generation ratio analysis and we did not draw conclusions based solely on
the data. Although there are limitations to using this ratio in network-wide comparisons, a
historical trend of revenue generation can be valuable on the individual ESCs level. Once the

29 Qutliers are statistically identified values determined from the quartiles of the data set. The interquartile range
(IQR) represents the middle 50 percent of the data points (equal to the data set between the 75" and 25" percentiles).
Outliers are any value that falls outside of 1.5 times the IQR.
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ESC’s financial data is improved, this analysis can be replicated by the network as a way to
identify potential opportunities to maximize service provisions network-wide.

When completing the revenue generation analysis we did observe that some ESCs with smaller
student populations are generating more revenue than their larger counterparts relative to the
direct public funding received. This observation posed the question of what the direct funding is
being used to support across the network. While we know that ESCs do not serve each individual
student in their member district population base, we also know that ESCs provide services
outside of that base.

In evaluating the direct public funding model, our office found that there is a lack of clarity
regarding expectations for the usage of funds and we identified that there are inconsistencies
related to the use of direct public funding by the 52 ESCs. Lastly, we found that ODE’s process
for designating high performing ESCs should be improved.
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Direct Funding Model

Recommendation 2.1: The ESCs and ODE should comply with ORC § 3313.843(H) by
ensuring if the majority of an ESC’s member school districts elect to contribute a larger local
subsidy than the minimum then all member school districts contribute the larger amount.

Issue for Further Study: The General Assembly should examine the direct funding model of
ESCs to ensure the formula is aligned with the operational practices of the ESCs and that the
intent of the funding is transparent.

Local Subsidy

In FY 2020 the local subsidy was a minimum $6.50 per student and it is deducted from a
member district’s state foundation funding, as set by ORC § 3313.843.%° According to ORC §
3313.843(G)(2) in discussing the calculation of any state operating subsidy provided to ESCs, it
is noted these funds are paid “for the operations of that service center and any services required
under Title XXXIII of the Revised Code”.

If they choose to do so -
memger school districts Excess Subsidy Amounts
can agree to pay a larger 20

subsidy.3! Of the 611
districts aligned with an
ESC in FY 2020, 99
chose to deduct a larger
subsidy, ranging from
$8.50 to $37.00 per
student. This subsidy is
deducted from the
member districts’ ST ST PSS FO S
foundation payments and oss s _

pald to the ESCS Whlle Local Foundation Deduction Amount

there is no specific

requirement as to what exactly the local subsidy is meant to support, the ESCs provided varying
explanations as to how they use this subsidy. Specifically, 18 ESCs credit it back to member
districts, providing them a line of credit, to encourage the purchase of ESC services. Other ESCs

Number of School Districts

Source: ODE

30 School districts are funded in Ohio using the foundation system. Under this system the General Assembly
appropriates funds to school districts that are distributed based on a formula to each individual school district. Out of
the allotment received by each school district a portion is deducted and transferred to its ESC. The amount deducted
and paid to the ESC is agreed upon by the ESCs and their member school districts and are specified in the contracts
filed with ODE in accordance with ORC § 3313.843.

31 ORC § 3313.843(H)
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indicated the subsidy is retained and used to support complimentary services such as professional
development to member districts.3?

According to ORC § 3313.843(H), if the majority of member school districts elect to contribute a
larger subsidy than the minimum, then all member school districts must contribute the larger
amount. Our review found that seven ESCs had member school districts that are not contributing
the higher amount as the majority of their fellow member school districts. Specifically, in FY
2020 there are 14 school districts that are not contributing the larger subsidy amount, despite the
majority of their fellow member districts contributing the larger amount.3® All but 1 of the 14
school districts are either a city or exempted village district, indicating this may be the result of
the respective ESCs and school districts not adhering to recent legislative changes that require all
types of school district to comply with this provision.3*

Further, ORC § 3313.843(B)(3) states that the services to be received are specified in the
agreements filed with ODE, and may include:

Supervisory teachers®®;

In-service and continuing education programs for district personnel;

Curriculum services;

Research and development programs;

Academic instruction;

Assistance in the provision of special education accommodations and classes; or
Any other services the member school districts and the ESCs agree to.

While ORC § 3313.843 requires that school districts reimburse the ESC through the local
foundation deduction for those services included in the agreements, there is not a method in
place to track specifically what the local subsidy is being used to support at the ESC level. Fo\r
this reason, we were unable to analyze precisely how the ESCs’ use the local subsidy or make
comparisons regarding services supported by these funds within the system.

32 \We reached out to each ESC and receive responses from 50 out of 52. These responses informed our
understanding of how the local subsidy is being used by the ESCs. Additionally, one ESC noted that it also credits
back its state subsidy funding to its member districts to use towards the purchase of services.

33 Ashtabula Area CSD and Geneva Area CSD (Ashtabula County ESC), Greenville CSD (Darke County ESC),
Lancaster CSD (Fairfield County ESC), Celina CSD, Coldwater EVSD, and Versailles EVSD (Mercer County
ESC), Circleville CSD (Pickaway County ESC), Portsmouth CSD (South Central ESC), Greenfield EVSD,
Hillsboro CSD, Ohio Valley LSD, Washington Court House CSD, and Wilmington CSD (Southern Ohio ESC).

34 Prior to December 21, 2011 if the majority of local school districts within the ESC choses to contribute a larger
subsidy amount then all local school districts were required to contribute the larger subsidy amount. This excluded
city and exempted village school districts. With the enactment of HB 157 by the 129" Ohio General Assembly all
school districts, regardless of type, are required to contribute the larger subsidy amount if the majority of school
districts aligned with the ESC chose to do so.

3 Prior to FY 2014 these services were required and ESCs received additional funding to provide these services to
member districts. In the last year that this supervisory allowance local deduction funding was provided to the ESCs
(FY 2013), it totaled $23.7 million.
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The state subsidy for ESCs is set each biennium as a part of the state operating budget. The
budget includes both a per-pupil appropriation and a total appropriation, or a cap, for the entire
ESC network. Because of this, the per-pupil subsidy may be prorated to ensure the amount
distributed to the ESCs does not exceed the total appropriation. The state subsidy reached a peak
total appropriation of $52 million in FY 2008 and was $40 million at the time of this operational
study. In addition, legislation requiring additional school districts to align with an ESC increased
the population base in FY 2013 impacting the per-pupil appropriation. %

The state subsidy provides support to the operation of the ESCs, including the services ESCs are
required to provide to member districts. In 2010 there were specified requirements to provide
services to member school districts, including, but not limited to:

Approving textbooks for local school districts;

Employing an attendance officer and assistants for local school districts;
Provide physicals and certification for local school district bus drivers;
Certify local school district average daily attendance numbers; and
Prescribe curriculum for local school districts.

The graphic below shows the changes in the state subsidy and the elimination of certain
requirements set by the General Assembly since 2010. This analysis did not consider historical
changes to any other funding streams over this time period, but rather focused on the mandated

Appropriations & Services Timeline

APPROPRIATIONS

HB 1 Enacted

Approve text
book list removed

HB 153 Enacted

$46.4M J $46.4M || S41.8M J§ $355M || $S43.5M J S400M | S3BOM [ S41.4M | $S400M N S40.0M J§ $40.0 M | $40.0 M

HB 59 Enacted

— Serve as governing board of JVSD removed
— Employ an aftteendance officer removed

— Determine qualifications for bus drivers removed

Certify LSD average daily membership figures removed

Prescribe curriculum removed

Approvmg payment in lieu of tfransportation remaoved

HB 64 Enacted HB 49 Enacted HB 166 Enacted

FYE

2010

2011

2012

2013

2014

2015

2016 2017 2018 2019 2020 2021

Source: ORC and Legislative Service Commission

% The ESC network did see an influx of students and member districts as a result of HB 153 in FY 2012. This bill
required all school districts with fewer than 16,000 students to align with an ESC. As a result of this bill, the ESC
network gained 31 school districts in FY 2013 and increased the student base by over 120,000 students, or 8.7

percent.
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per-pupil state subsidy provided to the ESCs to support basic operations and statutorily mandated
services.

Currently there are three specifically required services in the ORC:

e ESCs must approve any contract or agreement between a local school district and another
school district or early learning provider for the identification, evaluation, or service of
children with disabilities (ORC § 3323.08(B)(4));

e Each school district must consult with the ESC in providing services to children with
disabilities (ORC § 3317.15); and

e Develop in conjunction with local school districts a fingerprinting program to identify
missing children, if the local school district chooses to develop one (ORC § 3313.96).

While the ORC identifies the specific requirements listed above, the ESCs indicated that they are
routinely assigned initiatives from ODE under ORC § 3312.01(C) which states:

“In addition to implementing state and regional education initiatives and school
improvement efforts under the educational regional service system, educational service
centers shall implement state or federally funded initiatives assigned to the service
centers by the general assembly or the department of education.”

Examples provided by the ESCs include training ESC employees, who can then in turn train staff
at their member school districts on these specific educational initiatives. The ESCs indicated that
while ODE often provides the materials for these trainings, and sometimes covers a portion of
the associated costs, that it is ODE’s interpretation that the state subsidies which ESCs receive
should help to cover this type of assigned work.

Conclusion

ESCs operate in a different environment than traditional school districts within the educational
system. Specifically, they compete for customers, charge for services, and receive government
funds to offset operating costs. ESCs are provided both the state and local subsidy based on the
total student population of its member districts, a model similar to how school districts are
funded. There is currently little transparency into how the funds received by ESCs through local
and state subsidies are used.®” The funding model should be examined to ensure the basis of the
formula which funds ESCs is in-line with the environment in which they operate and
expectations of their purpose within the educational system. Finally, the intent of the funding
should be transparent.

37 There are several funding earmarks in the state operating budgets for ESCs outside of the state subsidy. These are
to provide professional development or other specific services but are not distributed to each ESC and is at the
discretion of ODE.
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High Performing Designation

Recommendation 2.2: ODE should improve its process for designating high performing ESCs
to ensure that it clearly measures performance in a meaningful way and ensures rigorous and
effective review of applications for such designation.

Methodology

Auditor of State
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In order to review the distribution of the state subsidy, through the high performing designation,
we examined the rules around the designation and the historical appropriation and number of

ESCs receiving the high performing subsidy. We requested and collected supporting

documentation and evaluated ODE’s process of designating ESCs as high performing.

Analysis

In FY 2017 the state began awarding an additional subsidy to ESCs designated as high
performing. The high performance subsidy is a set per-pupil amount which is added to the
standard state subsidy. As a result of the bill creating the high performing designation, OAC
3301-105-01 was designed by ODE governing how the designation would be awarded.
Applications for the high performing designation must be submitted to ODE each fall and the
designation is based on the previous fiscal year’s financial data. ESCs must demonstrate that the
services they provide to its member school districts provided cost savings compared to other
vendors or providing the services in-house. According to ODE, there are four employees who

share the responsibility of reviewing applications and supporting documentation. Each individual

application is reviewed by one of these four employees and a determination is made by the
respective reviewer. There is no additional evaluation or review.

In FY 2017 the high performing subsidy amount was set at an additional $2 per pupil. This

amount has remained unchanged through the FY 2021 budget. In FY 2020 and FY 2021 the base

state subsidy is $24 and $26 for high performing ESCs.

FY 2017 — FY 2020 State Appropriations, Subsidy and Actual Spend

FY 2017 FY 2018 FY 2019 FY 2020
Total State Appropriation $41,400,000 | $40,000,000 | $40,000,000 | $40,000,000
Number of Students 1,539,866 1,537,579 1,535,839 1,530,675
Subsidy / High Performing Subsidy per Student N/A [ $27 $24 / $26 $24 / $26 $24 / $26
# of High Performing ESCs 52 52 52 52
Actual Spend $41,576,382 | $39,977,054 | $39,931,814 | $39,797,550
% of Appropriations 100.4% 99.9% 99.8% 99.5%

Source: Legislative Service Commission analysis of enacted budgets (Greenbook) and ODE settlement reports
Note: The FY 2017 subsidy / high performing subsidy per student was originally set at $33/$37. However, the high
performing subsidy was prorated to $27 per student due to the appropriation limit.

Shown above, all 52 ESCs were awarded the high performing designation in each year since its
creation, resulting in the total appropriation being met each year.
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In order to obtain high performing status, an ESC must demonstrate to ODE that it has generated
total cost savings of at least 5 percent on primary services.® We identified several issues related
to both the identification of primary services and the savings associated with them, including:

There is no set definition of a primary service. OAC 3301-105-01(A)(2) defines a
primary service as “...the five services provided by an educational service center to its
clients that the service center selects to demonstrate cost savings for purposes of this
rule.” As such, ESCs are allowed to select any service that they provide and refer to it as
a “primary service” for the purposes of the high performing ESC application.

An ESC can claim a primary service is paid out of state subsidy funds, and thus claim no
cost to its member district, resulting in 100 percent savings for that service. There is no
consistency between ESCs on which services are claimed to be paid out of state subsidy
funds, or from local subsidy funds or through direct bill with the member districts
receiving those services.

While ESCs are supposed to submit supporting evidence for the claimed cost savings,
ODE does not require supporting documentation such as price estimates from third-party
vendors to be submitted with the application. Without supporting documentation we were
unable to determine the accuracy of the applications and the reported savings.

Because there is no set definition of a primary service, ESCs can opt to include specialized
services that are not used on a regular basis by member districts — such as an employment search
for a district administrator while others may choose to include services that comprise the
majority of their regular operations.

Savings per Student in Relation to Student Population

Savings per Student
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While the information related to reported primary services and associated savings was not
consistent, we attempted to normalize the information by looking at per-pupil cost savings. As
seen in the chart on the previous page, those ESCs with a similar population base had wide

38 per OAC 3301-105-01, each ESC is required to identify five primary services on its high performance application.
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variation in the reported cost savings on a per-pupil basis. This variation indicates that the self-
identified and reported data is so inconsistent between ESCs that no further analysis can be
completed.

Conclusion

All 52 ESCs have applied for high performing designation since its creation and all 52 have
received the designation in each year of application. If the General Assembly determines that
ESCs should continue to receive a portion of funding based on performance, ODE should
improve its process for designating high performing ESCs. Specifically, the following should be
considered:

e The selection of primary service should have some parameters, as some reported primary
services are little used by clients and represent small amounts of their overall budgets. As
mentioned previously, an administrator search provided to one school district can be
considered a primary service but represents a one-time service.

e ODE’s process for awarding high performing ESCs does not allow for vetting of the
applications. There is no structure in regard to what ESCs need to provide as
supplemental support to the applications and ODE does not require supporting
documentation that would verify the reported savings. There is not a method in place at
ODE to thoroughly examine, review, and sign off on what is in fact submitted by the
ESCs.

In considering alternative methods of designating high performance, Ohio should review how
other states have addressed this issue. Texas and Illinois, which have organizations similar to
Ohio’s ESCs, both have a more defined process with requirements and expectations relating to
performance.

e Texas has a performance standards and indicators manual for its Regional Education
Service Centers that is used to evaluate the performance of its ESCs. Due to the diversity
of the ESCs within Texas, it is not used as a comparison tool but instead as a way to
provide clear and consistent data for an annual performance evaluation. The expectation
is that regardless of the types of services provided that those services are offered in a
manner that meets the performance standards as outlined in the manual.

e |llinois State Board of Education has program evaluation standards and procedures within
its administrative code® that includes the submission of annual applications that detail
the services to be provided by the ESC equivalent*® which includes timelines and specific
activities. As part of the application process, a plan for evaluating the usefulness of the
services provided and whether they meet the needs of the school districts served.
Approved applications results in a grant agreement that provides funding for the
organization.

%9 23 Illinois Administrative Code 525

40 Illinois has the following organizations that are treated similarly under the Illinois Administrative Code and
provide similar services to Ohio’s ESCs: Regional Office of Education (ROE), Cook County Intermediate Service
Centers (ISC), and City of Chicago School District 299.
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Section 3: ESC Services

ESCs provide a wide variety of services to Ohio’s school districts and the students they educate.
These services range from curriculum and professional development for district educators to
specialized student service including physical and occupational therapy, special education and
preschool. ESCs operate purchasing and health insurance consortia, foster community meetings,
coordinate administrative employment searches, and provide technology support. These services,
among the many others, provide support to Ohio’s school districts in areas where they would
struggle to develop or finance or independently. ESCs are large-scale service providers and play
a significant role in Ohio’s educational system.

Why We Looked At This?

The revenue generated from fees for services provided to school districts is the largest revenue
source for each of the 52 ESCs. Ohio’s school districts rely on the ESCs for the many services
and programs they provide, both from a cost savings standpoint and quality of service
perspective.

Evaluating services, and the level in which they are used across the state, would provide insight
into the areas where school districts rely most on the ESCs, This could then shed light on the
critical areas ESCs are needed within Ohio’s educational system and highlight what types of
school districts (geographically or demographically) use ESCs for different types of services.

During our discussions with ESCs, we recognized that many have developed core competencies,
service areas they specialize in. This can occur either because of needs and demands from the
customers they serve or because of the desire not to compete with other ESCs. When core
competencies are developed, the relationships between ESCs is key, as ESCs can refer member
districts to another ESC for specific service needs.

What We Looked At?

Service data was obtained from the ESCs during the planning phase of this operational study.
More than 350 individual services were identified by the ESCs and can be found in Appendix E:
Individual Services Offered. Through review of the service data collected and interviews with
ESCs we recognized that the level of unique services offered across the network, the lack of a
defined and uniform service descriptions, and the absence of uniform financial data relative to
specific services (see Section 1) would hinder our ability to conduct network wide analysis of
detailed services comparisons such as cost per service and customer per service.

If we were conducting a study on one individual ESC, or a subset of ESCs, this type of detailed
analysis would in fact be plausible as each ESC does have this data available. However, the time
and effort needed to accurately capture and adjust the data for uniformity at this detailed level for
52 ESCs was not practicable as part of this operational study.
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Given the fact that there is such a broad range of services descriptions across the network and
insufficient data relative to customers receiving services at the network level, we classified
services by creating broader categories in order to complete a high level network wide

comparison. These categories provide a more comprehensive method of categorization while still

maintaining a descriptive overview of the kind of services which fall within each type. See
Appendix F: Service Categories for an overview of the categories created for this analysis.

What Did We Find?

Using these 21 service categories, we analyzed service offerings across the network. A service
category offered is one in which an ESC reported offering at least a single individual service.

The number of service categories offered ranged from 5 to 21 across the network. Overall, the
average ESC offered services in 16.7 categories.

The most common service
categories included
administrative services,
curriculum services,
professional development and
special education, with 51
ESCs offering services within
these categories. The least
common categories reported
were marketing services and

community school sponsorship.

Service offerings are driven by
customer demand and
compliment the needs of the
customer base. As the
population of students served
increases, so does the diversity
of the needs of that population.
When analyzing service
categories offered by group,
there was a general increase in
the median service categories
offered. In other words, as an
ESC’s student membership
population increased, the
number of service categories
also increased.

Administrative Services
Curriculum Services
Professional Development

Special Education

Specialized Personnel
Services

Preschool

Educator Services
Meeting Facilitation
Student Services
Gifted, Talented Services
Alternative Education
Health Services
Specialized Programs
Evaluation

Technical Assistance
Misc. Services

College & Career Prep

Special Education,
Autism

Family, Community
Services

Marketing Services
Community School

Sponsor

Source: ESCs
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Site visits revealed the tendency for some ESCs to develop the specialization in certain services
over time. We attempted to examine service offerings by ESC to determine what core services
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exist and whether or not the strategy of developing such services results greater value to school
districts in the state.

Without data to understand the receiving end of the services provided makes it difficult to gauge
the impact of where the most value is received. It would be assumed that certain types of school
districts (by size, by location, by student population needs) would utilize ESCs services in
different ways. Greater transparency and standardization regarding ESC services, specifically the
resources used to provide them, the revenue generated from them, and the customers receiving
them, would provide a baseline to understanding this impact (see Section 1).

In conclusion, key components of the data needed to come to conclusions regarding the optimal
mix of service offerings and the potential value of creating core services was unavailable at the
network-wide level. While many, maybe all, ESCs have this type of data available and use it
internally to track service offerings at their respective ESC, without network-wide uniform data,
the evaluation of core services within the system could not be completed. Therefore, no findings
were generated from this analysis. However, understanding where individual ESCs provide the
most valuable support to the different types of customers should be considered when developing
KPIs (see R5.1).

The ESC Profiles include the number of reported services by category for each of the 52 ESCs.
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Section 4: Shared Services

Collaboration and sharing services are valuable tools for public entities seeking to provide
constituents quality services at an economic value. In 2012 a study of existing shared services in
Ohio was conducted with the results being submitted to both the Governor and the General
Assembly in the report Beyond Boundaries: A Shared Services Action Plan for Ohio Schools and
Governments (Governor’s Office of the 21% Century Education and the Office of Budget and
Management, 2012). The study was based on the concept that:

Shared services is a collaborative strategy designed to optimize public resources
including staff, equipment and facilities — across jurisdictions. Because of its repeated
demonstrated, effectiveness in reducing costs, improving service and increasing
efficiencies, shared services approaches have been gaining support among policy makers.

The need for shared services has not waned since the Beyond Boundaries report was released.
Technological advances provide opportunities for efficiency and the general public expects value
for their tax dollars. Public entities should strive to provide excellent services while remaining
good stewards of public funds. Shared services are one way in which this goal can be achieved.

Education in Ohio is a complex system with many organizations working together to provide
students a quality education. As public resources are finite, sharing services and acting in a
collaborative manner are both necessary to achieve desired educational outcomes.

Why We Looked At This?

ESCs are inherently shared service centers —school districts are able to purchase services from a
central source and share the cost of overhead and personnel with others. These services are
critical for the students who are receiving them, but the burden of expense may be difficult for
districts to absorb. Within a single district, overhead and employee costs typically comprise the
majority of expenditures. ESCs provide school districts with the opportunity to purchase more
affordable support services by pooling resources and spreading these costs among multiple
member school districts.

Sharing services within Ohio’s education system is beneficial and helps educators and students
succeed while allowing districts to practice fiscal responsibility. The General Assembly
recognized this and in 2006 a new law was enacted establishing the Educational Regional
Service System (ERSS)*, which created 16 regions across the state. The ERSS was created with
the intention of facilitating the coordination of support services within the educational system
and reducing the unnecessary duplication of programs and services. The current system largely
relies on strong working relationships to execute shared service initiatives.

The concept of shared services has been identified as a tool for governmental entities to provide
services in a more efficient and effective manner. The use of shared services within Ohio’s

41 ORC Chapter 3312
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public education system is an area where further review should be conducted to ensure students
are provided quality, economic services and that opportunities to share services are being
maximized by providers and users.

What We Looked At?

We met with each of the 52 ESCs to gather information regarding how services provided are
shared between the school districts they serve. We collected and evaluated the high performing
ESC documentation from ODE in attempt to evaluate the savings achieved from shared services,
with the understanding that the services included in this supporting documentation was not a
comprehensive list but rather those identified by individual ESCs for the purpose of the
designation (see R2.2).

Because ESCs have multiple touchpoints within the statewide system of educational support we
discussed with ESCs the relationships they have with other service providers. Two common
themes identified from the individual ESC meetings were their relationships with State Support
Teams (SSTs)*? and their use of and involvement with Councils of Government (COGs).*® As a
result of this determination, we met with select SSTs to collect information in regard to how they
work with ESCs and reviewed financial audits and websites of COGs to determine ESCs level of
involvement with various COGs.

Laws and regulations surrounding ESCs, other service providers, and other types of
governmental organizations were also reviewed to identify any opportunities or roadblocks in
relation to sharing services.

What Did We Find?

We attempted to identify shared services efforts across the ESC network to identify best
practices which could potentially be implemented network-wide, however, this was challenging
given the level of service data we were able to collect at the network level. Specifically, we were
unable to breakout ESC services and resources (employees providing the service) by district or
customer served. However, through interviews with ESCs and review of the savings reported in
the high performing applications, it was apparent that the services provided by ESCs to their
member districts allow school districts to eliminate duplicative services and reduce costs.

Review of the high performing applications showed that the most common shared services
included in the applications were occupational therapy, physical therapy, speech and language,
and psychology services. While school districts purchase a variety of services from ESCs, they
rely heavily on ESCs for those services that are incremental in nature. For example, a school
district may demand the services of a physical therapist for ten hours a week. Rather than absorb
the cost of a full-time employee, without the demand for full-time services, the district is able to

42 SSTs exist in each of the 16 educational regional service system regions defined in ORC § 3312.02. These teams
are coordinated by ODE and provide consulting and support services to school districts.

43 COGs are created under ORC Chapter 167 and consist of governing bodies of any two or more counties,
municipal corporations, townships, special districts, or other political subdivisions.
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purchase these services in a manner which better aligns supply and demand. Through ESCs,
districts are able to share these services, and the costs associated with them, with each other.

Though interviews with ESCs we found that informal alliances between ESCs have also formed
to address mutual needs. These alliances are designed to leverage the capacity and expertise of
the individual ESCs. Some ESCs have developed core competencies, service areas they
specialize in such as curriculum, special education or technology. When a good working
relationship is in place, these partnerships allow ESCs to recognize that one ESC is better at a
service than another and reduces the competition and potential duplication of services while
continuing to ensure member districts receive quality services. In practice, this may result in one
ESC referring a customer to another ESC for a specialized service.

Each of the 16 SSTs have an ESC serving as the fiscal agent and information shared from these
fiscal agents was generally positive and identified many benefits to the shared services in place
between ESCs and SSTs. When discussing the working relationship with SSTs during ESC site
visits, however, feedback varied greatly across the network. For example some ESCs provided
examples of support from the SSTs while other ESCs indicated there is not much interaction
from SSTs other than occasional meetings. In extreme circumstances, some ESCs indicated there
was no communication at all and were uninformed of the role of the SST within the educational
system.

In review of the financial audits of all COGs registered with AOS**, we identified that every
ESC has some involvement with at least one COG, either as a fiscal agent or as a customer of
services provided. In regard to administrative and personnel services provided through COGs,
ESCs indicated during site visits that when they operate COGs for this purpose, it provides
greater flexibility when employing personnel to provide services to school districts. Specifically,
COG employees are not employees of the ESC and therefore can have different salary schedules
and benefits packages. In addition, ESCs use COGs for purchasing cooperatives, to reduce the
cost of procurement of health insurance and other selected supplies. Outside of a required audit
of financial statements, there is no formal reporting requirements on the operations of COGs in
Ohio, nor any standardized systems similar to EMIS or USAS.

Improving the uniformity and transparency of the services provided within the ESC network
(R1.1 and R1.2) will provide better opportunities to identify those shared services that have the
greatest impact in Ohio educational system and that may be replicated throughout the state.
During our operational study, we recognized that effective shared services within the ESC

4 ORC 8§167.04(D) provides the following requirement for COGs: "The officers of the council shall notify the
auditor of state of the regional council's formation, provide a copy of the council’s by-laws, and provide on a form
prescribed by the auditor of state any other information regarding the regional council that the auditor of state
considers necessary. The council shall take no official action, other than formation, before notifying the auditor of
state of its formation in accordance with this section. Any official action the council takes before making that
notification, including entering into any contract, is void." Additionally, ORC 8117.10(E) requires "Within thirty
days after the creation or dissolution or the winding up of the affairs of any public office, that public office shall
notify the auditor of state in writing that this action has occurred." Therefore, a council of governments must register
with the AOS before transacting business but no later than 30 days after creation.
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network is very much relationship driven — when good working relationships are in place, shared
services are effective. We identified two areas that could be studied in further depth to enhance
the use and transparency of shared services in Ohio’s educational system — the current
implementation of the ERSS as it relates to ESCs and the relationship between ESCs and COGs.
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Educational Regional Service System

Issue for Further Study: The General Assembly should review the existing structure of the
ERSS and analyze its current implementation to determine if more explicit guidelines and/or
accountability measures would provide better opportunity for ODE to leverage the ESC network
as shared service providers.

The ERSS*® was established in 2006 to provide support for state and regional education
initiatives and efforts to improve school effectiveness and student achievement. According to the
enabling legislation:

“It is the intent of the general assembly that the educational regional service system
reduce the unnecessary duplication of programs and services and provide for a more
streamlined and efficient delivery of educational services without reducing the
availability of the services needed by school districts and schools.”*®

The legislation stated that each region of the ERSS shall have a regional advisory council made
up of education leaders including the superintendents of each ESC within the region. The
regional advisory council has many responsibilities including identifying regional needs and
priorities for educational services to inform ODE in the development of the performance
contracts entered into by the fiscal agent of the region.*” These performance contracts define the
services that will be provided to school districts in the region for that school year. State Support
Teams (SSTSs) exist to carry out this scope of work.

When speaking with ESCs and SSTs, we were unable to determine when, or if, regional advisory
councils were meeting in order to inform the performance contracts. While some SSTs and ESCs
explained detailed procedures for meeting, other ESCs indicated that they are not involved in
identifying the regional needs and priorities and do not have communication with their regional
SSTs. Further, the fiscal agents (ESCs) were chosen through a bidding process when the ERSS
was created. ODE has not re-opened the bidding process to give other ESCs an opportunity to
serve as the fiscal agent of their respective region. Finally, many of the performance contracts
have not been signed by both ODE and the fiscal agent until a few months had passed in the
academic year.

If work is being performed by the SSTs without the full and/or timely input of the appropriate
ERSS stakeholders, the possibility exists that the full intent of the ERSS is not being realized.
Regular meetings involving ESCs and ODE leadership could further inform structure and
procedures that need to be implemented to ensure that the ERSS functions as intended.

45 The ERSS consists of advisory councils and subcommittees; a fiscal agent for each of the 16 regions; and
educational service centers, information technology centers, and other regional education service providers.

¢ ORC § 3312.01

47 ODE was required to identify a school district or ESC in each region of the ERSS as a fiscal agent. The fiscal
agent is responsible for entering into performance contracts with ODE to implement state and regional education
initiatives and school improvement efforts.
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Councils of Government

Issue for Further Study: The relationship between ESCs and COGs should be reviewed to
ensure partnerships are being leveraged to optimize the provision of services. Further, evaluation
of the use of COGs within the ESC network could provide greater transparency into the
operations of ESCs where COGs are involved (see R1.1).

COGs are created under ORC Chapter 167 and consist of governing bodies of any two or more
counties, municipal corporations, townships, special districts, or other political subdivisions.
COGs allow these political subdivisions to come together to form a new, wholly separate, legal
entity; this structure makes it easier for cooperative efforts. As a legal entity, a COG may have a
treasurer, make purchases, hire staff, and issue debt obligations. COGs also receive routine
financial audits from the AOS. In addition, COGs are subject to and must comply with the Open
Meetings Act (ORC § 121.22) and the Public Records Act (ORC § 149.43).

Within Ohio’s public education system, COGs are used by local education agencies to obtain and
provide services. Each of Ohio’s 52 ESCs have some level of involvement with at least one
COG, and many ESCs act as the fiscal agent.

ESC are involved with 42 of the 138 Ohio COGs registered with the AOS. During our site visits
the ESCs repeatedly remarked that COGs are an integral part of operations for the ESCs in the
provision of services for their

member districts, citing the COGs by Type

flexibility and a wider array of
service offerings that leverage
economies of scale COGs
provide.

Cooperative
Purchasing

Administrative &
Personnel Services

ESCs use COGs to obtain and
provide a range of services. The
most common use of COGs by
ESCs falls within the cooperative
purchasing category, primarily
for establishing and carrying out a
cooperative health program.
Administrative and personnel
services provided through COGs Source: ESCs and AOS

include substitute teachers and

classified personnel. The technology services obtained and provided by COGs are through
Information Technology Centers (ITCs)* which have chosen to organize as a COG.*°

ITC

ITC/Cooperative
Purchasing

48 |ITCs are technology based service organizations which provide fiscal, support, and student services to Ohio’s
school districts.

4 According to ORC § 3301.075, “Each information technology center shall be organized in accordance with
section 3313.92 or Chapter 167 of the Revised Code.”
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While financial audits review the accounting practices of the COG and provide a general
overview of the finances, they do not review the actual operations regarding what services a
COG provides to the ESCs or their member districts. The money exchanged for specific services,
especially on a unit basis, and/or the level of staffing which can be found within a COG to
provide these services is not reported. The further study of COGs would at a minimum result in

increased transparency into their operational and staffing data (see R1.2) and could help ensure
that ESCs are providing services in an optimal manner.
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Section 5: Efficiency

Efficiency is defined as achieving maximum productivity with minimum wasted effort or
expense. Within government, the efficient delivery of goods or services is an important indicator
of effective operations. Generally, an efficient organization is one that is able to control
expenses. Delivering high quality services at a low cost should be a goal which every
government entity works towards.

Key performance indicators (KPIs) are standards that can be used to evaluate an organization’s
effectiveness. These indicators are standards that can be developed through peer review and
analysis or through observations of industry standards. KPIs are useful to both the internal
organization and external stakeholders when making decisions to maximize efficiency and
effectiveness.

Why We Looked At This?

In fulfilling the requirement of SB3, we examined potential standards and benchmarks unique to
ESCs that the State Board of Education may consider in its formulation of performance
standards. Benchmarks and standards would allow for network-wide comparisons and provide an
opportunity to identify best practices which could be replicated across all ESCs. Further, these
metrics can be used for continuous monitoring of performance which would allow individual
ESCs to routinely measure their successes and identify opportunities for improvement.

What Did We Look At?

We collected data from all 52 ESCs and created standards and benchmarks related to the revenues,
expenditures, staffing, and services of ESCs. These benchmarks were compared to group and
statewide medians for all ESCs and can be found within the ESC Profiles.

In addition to the creation of the Profiles, one specific indicator we used in attempt to evaluate the
efficiency and effectiveness of an ESC was General Fund operating margins. Effectiveness can be
partially attributed to an ESC’s ability to maximize revenues while efficiency can be attributed to
the ability to control expenses. Operating margins provide a possible gauge on these two areas
because they are determined by taking an ESC’s results of operations relative to revenues. ESCs
that can effectively generate a higher level of revenues and/or successfully control expenses will
generally have higher operating margins while those that do not will have lower.

Examining the General Fund operating margin across the network, and by group, allowed us to
identify statistical outliers® (ESCs) within the network. These outliers differed greatly from the
majority of the data set. Once these outliers were identified, we examined the financial operations
of the respective ESCs and conducted follow up interviews to determine if unique or specific

%0 Qutliers are statistically identified values determined from the quartiles of the data set. The interquartile range
(IQR) represents the middle 50 percent of the data points (equal to the data set between the 75" and 25" percentiles).
Outliers are any value that falls outside of 1.5 times the IQR.
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practices were in place that caused the higher and lower General Fund operating margins in the
respective ESCs. For detail surrounding this analysis see Appendix J: Operating Margin.

Finally, we looked outside of Ohio to see what other educational agencies were doing to measure
and track performance. We also looked at what Ohio’s ESCs are currently doing and have done
in the past as a starting point to develop more optimal indicators.

What Did We Find?

As we began to evaluate the data collected we realized that there were issues with both the
amount of information available and the uniformity in which available data was reported and
stored. While the standards and benchmarks within the Profiles can provide valuable information
to the individual ESC and may serve as a starting point for the creation of performance measures,
the data currently included should be used with caution when comparing ESCs to each other due
to the known variances in the uniformity of data reported (see Section 1).

While interviews with outlier ESCs from the General Fund operating margin analysis yielded
information identifying potential practices that may contribute to results, there were multiple
mentions of one time operational practices and the methods in which revenue and expenditures
are captured in USAS which identified that a one year snapshot of this indicator is not optimal in
regard to measuring performance. The variance in how ESCs bill for services (either through
direct bill or foundation deduction) results in inconsistencies of when revenue is recorded. For
example, an ESC that bills for services may receive and record revenue from a prior fiscal year
service in the following fiscal year, while an ESC colleting contract payments through
foundation deductions would record all revenue for services in the same fiscal year. Although
efficiency conclusions were not drawn from this analysis, the ESCs should consider evaluating
General Fund operating margins over multiple years as a way to identify potential best practices
in the network.

During network-wide interviews with individual ESCs we determined that there is a great deal of
data being collected at each individual ESC. They track and evaluate operations using a number
of different methods. The superintendent and treasurer were usually able to provide detailed
explanations relating to the services provided and often shared their own methods of evaluating
financial operations, and programs and service offerings. We likely could have completed more
detailed analysis if the study was conducted on an individual ESC, rather than the network as a
whole.

Some of the network-wide analyses that were planned, but were ultimately not completed due to
the identified data limitations include:

e Services received by district — Determining how many or what percentage of districts
rely on ESCs for specific services such as preschool or special education;

e Complementary services — Identifying what, if any, services are routinely provided by
ESCs to member districts at no cost;

e ESC employee assignments — Looking at where ESC employees are assigned and how
time is split between member districts;
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e Cost per service offered (or student served) — Understanding what the costs for
providing specific services are for an ESC;

e Number of customers per service — Quantifying how many customers (students or
district staff) are impacted by a given service provided by an ESC; and,

e Overhead costs — comparing how the costs of operating an ESC differ across the system.

The ESC network would benefit from the development of standards, benchmarks, and KPIs,
based on the operational needs of the ESC network. These indicators should be tracked to allow
individual ESCs, citizens, and the ESC network as a whole to evaluate success and identify areas
for improvement. Standards and benchmarks can be developed to measure financial operations
as well as the quality and success of services provided.

Efficient . Effective . Transparent

45



Auditor of State
Operational Study

Key Performance Indicators

Recommendation 5.1: ODE should develop, track, and use Key Performance Indicators (KPIs)
for the ESC network as a method to measure and hold ESCs accountable for performance.
Further, KPIs would help individual ESCs routinely measure their successes and identify
opportunities for improvement.

Methodology

As mentioned in_Section 1, data was collected from multiple sources to develop standards and
benchmarks. We created the Profiles as a basis for evaluating and comparing ESC network wide
as part of this operational study. We met with ESCs to determine the internal methods in place to
track performance and conducted a detailed statistical analysis on the General Fund operating
margins network wide. Finally, we researched other states and sources of criteria to determine
other potential KPIs and methods of developing such benchmarks.

Analysis

A standard set of KPIs for the ESC network does not exist. Through interviews we found that
many ESCs are tracking costs for services, students enrolled in specific programs, as well as
other metrics, but this data is not tracked in a consistent manner and the information is not
communicated in a standard location or uniform way.

indicators that measure success, one
of which is the local report card.>*
The Report Card measures six main
components: achievement, gap
closing, graduation rate, progress,
improving at-risk K-3 readers, and
prepared for success.

Ohio school districts have - ﬂ Progress

In addition to these six components,
a performance management data
section is also included in the report
card and shows financial and -
academic indicators such as cost for Q
classroom instruction, average cost
per student, sources of revenue, and
compares these measures to other
districts and schools.

Graduation Rate

T

Source: ODE

51 Ohio School Report Cards can be found on ODE’s website, https://reportcard.education.ohio.gov/ and provides
information about how districts are performing, by celebrating successes and identifying areas for improvement.
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While ODE has a formal process for evaluation of school districts, there is not a standard way in
which ESC operations are measured or evaluated at the state level. More than 20 years ago, the
Status Report on the Consolidation of Educational Service Centers (Legislative Office of
Education Oversight, 1999) examined the impact of ESC consolidation on the cost and quality of
services ESCs provide. Part of this study identified that there is very little oversight of ESC
operations by ODE and recommended that performance standards or other accountability
measures be considered. As a result, various attempts were made to develop such measures for
the ESCs including a task force and a pilot program. However, due to a lack of resources and
interest at the state level the projects did not continue.

OESCA as well as the individual ESCs themselves have been tracking internal benchmarks
however, they are not being used uniformly to inform larger network-wide decisions. We are still
finding the same issues 20 years later, there are no standards or accountability measures for the
ESC network and a lack of oversight at the state level.

Other states, specifically Michigan and Texas provide performance criteria for organizations
similar to Ohio’s ESCs. Specifically, Michigan identifies a few key performance indicators that
are useful in education, such as current operating costs per pupil and current expenditures per
pupil, as well as cost effectiveness ratios. The State School Aid Act of Michigan requires
information to be posted to district websites, including the Annual Budget & Transparency
Reporting which provides an opportunity to communicate to their communities on how resources
that are provided to them are used, including operating expenditures. Additionally, the State of
Michigan has a dashboard that shows a variety of performance metrics for each Intermediate
School District (ISD), the equivalent of an Ohio ESC, and school district, including metrics such
as student outcomes®?, value for money®, salary data®*, and culture of learning®®.

Texas’s Regional Education Service Center Performance Standards and Indicators Manual
(Texas Education Agency, 2014) is a resource that outlines the performance standards and
indicators used by the Texas Education Agency to evaluate the performance of ESCs. Due to the
diversity of districts, it is not intended to be used as a comparison tool of ESCs, rather to provide
a clear and consistent means of reporting data for annual performance evaluation.

The metrics and benchmarks identified by Michigan and Texas may not be the best option for
Ohio ESCs, as all ESCs shouldn’t be evaluated on the same basis due to differences in diversity
of students and geographic location. However, the ESCs should work with ODE to determine the
appropriate metrics for Ohio.

52 Students proficient in English Language Arts at the end of third grade, student academic growth 3-8, students
proficient in math and English 3-8, students proficient on M-STEP 11™ grade (all subjects), SAT total score, SAT
College and Career Readiness Benchmarks, 4 year graduation rate, and dropout rate.

53 Districts with ongoing deficits for three consecutive years, General Fund balance, instructional expenditures per
pupil, and average class size K-3.

54 Superintendent, principals, and teachers maximum, average, and minimum.

% Total breakfast participation as a percentage of total lunch participation, free and reduced lunch participation by
eligible students, and economically disadvantaged students.
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Conclusion

The ESC network would benefit from the development of standards, benchmarks, and KPls.
Benchmarks would provide insight into the operations of ESCs and can help inform those
charged with decisions in the future. Benchmarks will also allow individual ESCs, citizens, and
the ESC network as a whole to evaluate success, room for improvement, and potentially inform
system-wide decisions.

A strong partnership between the ESCs and ODE is important in the establishment of KPIs. Once
a system which allows for the uniform and transparent tracking of data is established, ODE can
develop a tool similar to the Ohio School Report Cards or the ESC Profiles created as part of this
operational study to provide information on both financial operations and the quality of services
provided by ESCs. These metrics could include the following: number of customers receiving a
service/program, cost per service/program offered, resources (employee labor hours, supplies
and materials, etc.) dedicated to each member district, customer satisfaction results, and student
outcome metrics in areas where instructional services are provided or supported by the ESC. Our
analysis of other states along with previous research suggests that in order for the network-wide
tracking of KPIs to be successful and useful a strong partnership between the ESCs and ODE
will be necessary.
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Appendix A: General Audit Information

Performance Audit Overview

These procedures were designed to satisfy the requirements of SB3 of the 131% General
Assembly which required our office to conduct a comprehensive operational study of all ESCs in
the state and the procedures were designed to satisfy audit requirements of ORC § 117.11, as an
audit in the public interest. Our performance audit manual requires that we plan and perform the
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the evidence obtained provides a
reasonable basis for our findings and conclusions based on our audit objectives. Our engagement
was not designed as a basis to opine on the financial statements, internal control over financial
reporting, or compliance. We therefore express no opinion on these matters.

Methodology

Audit work was conducted from May 2018 to February 2020. OPT worked with the ESCs and
ODE to obtain data and conduct interviews to establish current operating conditions. Initial site
visits with each ESC was conducted between May and October 2018. Follow up site visits were
conducted with ESCs identified as outliers from October through December 2019. Meetings
were held with ODE in fall 2019 to obtain further information from the Department. Data related
to the ESC network was collected and analyzed throughout the audit process. Each section of this
audit report contains the specific criteria used for comparisons and detailed methodology,
including the data used for analysis. The performance audit process involved sharing preliminary
information with the ESC network, which included status meetings with the ESC network. Input
from the ESCs was considered and taken into account, as appropriate. This operational study
contains recommendations and issues for further study that are intended to provide stakeholders,
including the ESCs, ODE, the State Board of Education, the Governor, and the Ohio General
Assembly with information that may inform future performance audits of ESCs or future
performance standards

Engagement Purpose, Scope, and Objectives

Senate Bill 3 of the 131st General Assembly required the Auditor of State (AOS) to conduct a
comprehensive operational study of the educational service center network in Ohio. This
performance audit fulfills the requirement set forth by the legislation. OPT engaged in a
collaborative planning and scoping process with stakeholders of the ESC network which
included interviews and a high-level review of data. The scope of this operational review
included data collection, data reporting, and district contracting/procuring, operations, and
services.

Based on the agreed upon scope, OPT developed the objectives on the following page designed
to identify improvements to efficiency and/or effectiveness:
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Objective

Finding

Uniformity and Transparency

What opportunities exist to increase system-wide uniformity and
transparency in data collection, reporting, and district
contracting/procuring?

Report Section 1
R1.1 Data Uniformity
R1.2 Data Transparency

Operations

What opportunities exit to maximize service provisions, independent of
regional and demographic characteristics of an ESC’s customer base?

Report Section 2

R2.1 Local Subsidy

Issue for Further Study — Funding
R2.2 High Performing ESCs

What opportunities exist to increase efficiency and/or effectiveness by
identifying practices that have the greatest impact on value generation?

Report Section 5
R5.1 Key Performance Indicators

Services

What core services exist and do opportunities exist to leverage these
services?

Report Section 3
No findings generated

What opportunities exist to leverage other service providers and/or
eliminate duplicative services between agencies?

Report Section 4
Issue for Further Study — ERSS
Issue for Further Study - COGs

Although assessment of internal controls was not specifically an objective of this performance
audit, internal controls were considered and evaluated when applicable to scope areas and

objectives. No deficiencies in internal control related to specific ESCs were identified during the

operational study.

Client Response Letter

AOS policy allows clients to provide a written response to a report. The letter on the following

page is the Ohio Educational Service Center Association’s official response to this operational

study. Throughout the study process, staff met and conferred with officials from individual ESCs
as well as the Association to ensure substantial agreement on the factual information presented in

the report.
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May 11, 2020

Keith Faber, Auditor of State
88 East Broad Street, 5t Floor
Columbus, Ohio 43215

Dear Auditor Faber:

On behalf of the Executive Council and membership of the Ohio Educational Service Center Association (OESCA)
thank you and your staff for the work conducted on the 3-year operational study of Ohio’s Educational Service
Centers (ESCs) as mandated under Senate Bill 3 of the 131st General Assembly.

Unlike a traditional performance audit, this operational study was focused on a narrow set of goals as outlined in
statute and limited to conducting a comprehensive operational study of all ESCs in the state that could contain
standards and benchmarks unique to ESCs for further study, and that could inform future performance audits of
ESCs. Despite a transition in leadership from the previous Auditor of State and changes in personnel conducting
the operational study, your staff worked diligently to meet the primary charge as articulated by the Ohio General
Assembly.

We appreciate the depth of review and effort by your staff to understand a complex network of diverse, regional
education service providers. The requirement to do any comparative analysis and identify standards and
benchmarks was a difficult task given the intentional policy construct that each ESC be uniquely designed to serve
the regional needs and priorities of their own respective client school districts.

OESCA would like to thank you and your staff for identifying opportunities for improvement in how the state
collects data related to ESCs services and operations. We believe we are highly accountable and transparent at the
individual ESC level. That being said, improved collection, reporting and use of data will only serve to enhance the
statewide network of ESCs and can improve our operational performance in pursuit of providing high quality
operational and academic support services to students and schools across the state of Ohio in an efficient and cost
effective manner. We fully expect to be deeply engaged in any conversations on these issues.

We hope your recommended areas for further study will inform state level policy and funding discussions and will
be used to advance efforts to leverage the regional system of support to insure equity and access to high quality
educational services for all students regardless of where they live and attend school. The state can benefit from a
more intentional and defined role for ESCs. As we have learned in recent months through the COVID-19 pandemic,
statewide systems of support are important to insure a coordinated response and continuity of services to all
Ohioans particularly many of the vulnerable populations we serve.

Respectfully,
Kerri Weir, President Randy Lucas, President-Elect Sandy Mers, Secretary
Northwest Ohio ESC Ea%entral Ohi{)éSC South Central Ohio ESC
%/ui ﬁ Wein {fﬁ\ otm&?r%) Ao’ MMM
Craig Burford, Executive Director J Chris Fox, OTESCA President

Ohio ;SC Association Montgomery County E
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Appendix B: Data by ESC

In FY 2018, the average ESC had member district student population of approximately 29,500.
There is a large disparity between the largest and smallest ESCs member district student
populations. The graphical representation below clearly shows that the ESC of Central Ohio and
the ESC of Northeast Ohio have significantly higher member district student populations than
the other ESCs in the system. These ESCs are so large, in fact, that their member district student
populations are almost double the member district population of Hamilton County ESC, the third
largest ESC in the system (in terms of member district population).®®

Member District Student Population by ESC
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Source: ODE and ESCs

Significant variability in member district population, varying demographics of student
populations served, demand for services, and types of services provided result in an ESC
network comprised of entities which vastly differ. This variation in budget size and services
offered makes it difficult to compare single ESCs within the system. For example, FY 2018 total
member district student population at the ESC of Central Ohio (the largest), was 216,109
compared to 4,408 students at Geauga County ESC (the smallest), a difference in range of
211,701 students. Therefore, in regard to student population served, the largest ESC was 49
times larger than the smallest.

%6 Student population reflects FY 2018 June #2 local report card average daily membership from each member
district, as provided by ODE. This student population number is used in the per pupil funding calculations.
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As with membership district student population, revenue and expenditure levels of individual

ESCs also varied greatly throughout the system. There is clear disparity between total revenues

and expenditures of the largest and smallest ESCs.

Revenues by ESC
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Expenditures by ESC

$120,000,000

$105,000,000

$90,000,000

$75,000,000

$60,000,000

$45,000,000

$30,000,000

$15,000,000

JSH Auno) pooyy

OSH -0y

2$H Amo)) wewng
DS £Lmo)) g1
DSH Ay1mon) Aemeyng
DSHAMEA OTO

ST OMQ JsMIpIoN
OSHIwod qHON

DSH OMQ TERU) [ION
0SH 43R wmSunsnpy

DS TeuoTSay] 1S9MPTN
DSH OMO-PIN
s

DSH VoM -ETIeD
DSH Ammog prargmeg
OTYQ ISEHON JO ST
Loy wWPIN Jo DS
1S9 21 AETI0 DS
oTQ TeRUS) Jo DYT
DSH MO TeNa) 150
2§ Aumog axreq

259 Lumo ) eueiqumioy)
S Aunop) JuotwIa|”
DSH Awmop Fre)

2SH funo)) Brmyg

: o)) maorg
DS H fAumoy zreEny
0SH SERN-SuaYTY

$0

Source: ESCs

. Effective . Transparent

Efficient

53



Auditor of State
Operational Study

Given the disparity in total member district population, an overview of total revenues and
expenditures does not provide a full picture of ESC operations. Displaying revenues and
expenditures per student for each ESC allows for the identification of individual ESCs that
significantly exceed or lag the average. The graphics below show revenues and expenditures on a
per student basis which allow for an additional level of comparison between each ESC. There is
less variability across ESCs when applying student population levels to revenues and
expenditures.

For revenue and expenditures per student of $2,858.56 and $2,610.88, respectively, Geauga
County ESC greatly exceeded all other ESCs. Geauga County ESC’s revenue and expenditures
per student level was more than double than that of the next closest ESC. Geauga County ESC’s
member district student population of 4,408 was the smallest member district population in the
ESC network in FY 2018. During the course of this study, Geauga County ESC merged with Lake
County ESC.

Revenue per Student by ESC
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Expenditures per Student by ESC
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Appendix C: Operating Revenue

In FY 2018, the ESC network had approximately $1.5 billion in reported revenue, nearly $900
million of which was considered operating revenue for purposes of this operational study. The
remaining revenue was reported in agency and internal funds which were excluded from our
analyses.

Agency funds reflect assets held by an ESC in a purely custodial capacity. The Employee
Benefits Agency Fund is an agency fund which accounts for monies received from school
districts forming an insurance "pool" for employee benefits.> Internal service funds are used to
account for the financing of goods or services provided by one department or agency to other
departments or agencies within an ESC, or to other governments on a cost-reimbursement basis.
The use of an internal service fund may be applied to situations where the ESC acts as fiscal
agent for a multi-district program.

To provide an accurate of picture of the revenue available for operations, agency and internal
service funds were excluded from operating revenue within this study. While activities such as
providing health insurance consortiums and acting as a fiscal agent are ESC services (and the
administrative fee for providing these services are included in the General Fund) the actual
money held within these two funds do not reflect operations but rather are simply held on the
books of the ESC. For this reason, they were excluded.

The sources for the nearly $900 million in operating revenue used within this study were broken
out in order to better analyze operations and gain understanding of the monies received through
direct funding and those generated by charging for services provided. This breakout of operating
revenue allowed us to identify the appropriate revenue amount to use when evaluating areas
including revenue generation and the uses of the direct public funding (see Section 2).

Operating revenue consists of three main sources: direct public funding, indirect public funding,
and other revenue.

e Direct Public Funding — includes local per-pupil and state funding. Local per-pupil
funding totaled $9.9 million and is paid to the ESCs by each respective member school
district through a deduction of its foundation payment. State funding totaled $44.4
million which includes $40.0 million of per-pupil funding, $3.8 million of gifted
education funding, and $668,000 in special education transportation funding.

e Indirect Public Funding — includes the revenues received from other public agencies.
The largest component of this revenue stream is the revenue received from local sources
(primarily school districts) for services provided by ESCs. This includes the additional
transfers from school district foundation payments that are sent to the ESC by ODE for
specified services at the request of the school district. Also included are unrestricted and
restricted grants-in-aid from the state and federal government.

5 The Employee Benefits Agency Fund made up 95.4 percent of the agency fund total for the ESC network in FY
2018.
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e Other Revenues — includes revenues received from sources not generated from tax
revenue from other agencies. These sources include, but are not limited to, earnings on
investments, contributions and donations from private sources, and tuition paid directly
from patrons for services.

The information below provides greater detail around the local per pupil component of the direct
public funding and provides explanation into what is included for the purposes of our study.

ORC § 3313.843(H) provides that pursuant to provisions in ORC § 3317.023, ODE shall
annually deduct from each member district’s foundation payment, a per-pupil amount of $6.50 or
an alternative amount in excess of $6.50 if agreed upon by both the ESC and its member school
districts to be paid to the ESC. This per-pupil amount is multiplied by the student count of the
client district as reported on the latest ODE Report Card. The local per-pupil total amount of $9.9
million included in the direct public funding within our analysis was calculated by multiplying
each ESC’s member district population by the minimum per-pupil subsidy of $6.50. While the
law gives school districts the ability to provide additional funding to their aligned ESC through
foundation deduction, the excess amount is not required under law.

When an ESC and school district agree to increase the per-pupil funding from $6.50 to an excess
amount, the agreement as to what the additional funding is for is at the discretion of the ESC and
respective school district(s). Our analysis intends to reflect the direct funding specifically
outlined in law provided for basic operations. Therefore, any excess amounts were not included
for those ESCs who have agreements to collect more than the minimum per-pupil subsidy.
Including those amounts, without the transparency into the agreements between the ESC and
school district in regard to what is being provided for the excess deduction, would restrict us
from having a true baseline for comparisons related to the required local subsidy currently in
law.

Further analysis was conducted to determine the number of ESCs collecting greater than the
minimum local per-pupil subsidy (see Direct Funding Model within Section 2). The following
graphic provides a breakout of the direct public funding components and includes a depiction of
those ESCs collecting excess foundation payments from member school districts. Those ESCs
collecting excess foundation payments from member school districts are also noted in the
respective ESC Profile.
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Direct Public Funding by ESC
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Appendix D: Education Management
Information System

Education Management Information System (EMIS) is the statewide data collection system for
Ohio’s primary and secondary education. Staff, student, district/building, and financial data are
collected through this system. Staff data includes demographic data (race, gender, age, name,
education level, attendance, etc.) and employment data (salary, position code, assignment area,
fund source, etc.).

Staffing categories are defined by EMIS as follows:

Administrators —assignments comprised of the various skill levels required to perform
management activities. These activities include system-wide executive management
functions, and overseeing and managing staff members, programs, projects, and
functions.

Educational — assignments to provide educational services to students including, but not
limited to, teaching, tutoring, and counseling.

Professional — assignments provided by licensed professionals (therapists, psychologists,
nurses) to provide services to students.

Technical — assignments related to the operation and control of computers and related
equipment as well as instructional support positions designed to provide assistance in
computer laboratories, libraries and classrooms.

Office/Clerical — assignments to perform activities of preparing, transferring,
transcribing, systematizing, or preserving communications, records, and transactions.
Crafts & Trades — assignments to persons who specialize in a particular occupation to
perform activities including, but not limited to, general maintenance, electrical, and
plumbing.

Operative — assignments to perform machine-operated activities including driving buses.
Extracurricular/Intracurricular — assignments to guide or supervise opportunities for
students to participate in activities for the purpose of motivation, enjoyment, and/or skill
improvement.

Service Work/Laborer — assignments to perform activities including, but not limited to,
custodial, food service, and monitoring.

Position code descriptions by staffing category as reported in the EMIS Manual, Section 3.9
Position Codes (ODE, 2019) are as follows:

Efficient . Effective . Transparent

59



Auditor of State
Operational Study

Administrators (1XX)

Position L
Code Description

Administrative Assistant Assignment
101 An assignment to perform activities assisting an executive officer in performing assigned activities in the school
district.

Assistant, Deputy/Associate Superintendent Assignment
103 An assignment to a staff member (e.g., an assistant, deputy or associate superintendent or the assistant) to perform
high-level, system-wide executive management functions in a school district.

Assistant Principal Assignment
104 An assignment to a staff member (e.g., an assistant, deputy, or associate principal) to perform high-level executive
management functions in an individual school, group of schools, or unit(s) of a school district.

Principal Assignment
108 An assignment to a staff member to perform highest-level executive management functions in an individual
school, groups of schools, or unit(s) of a school district.

Superintendent Assignment
109 An assignment to a staff member (e.g., chief executive of schools or chancellor) to perform the highest-level,
system-wide executive management functions of a school district.

Supervisor/Manager Assignment

An assignment to oversee and manage staff members, but not to direct a program or function. If this is a

110 certificated/licensed position, an individual hired as a supervisor/manager is required to hold a supervisor
certificate. NOTE: A supervisor/manager is different from a director, in that a supervisor/manager manages staff
members, but does not direct a program, function, or supporting service.

Treasurer Assignment

An assignment to a staff member (appointed directly by the board of education) to act as secretary to the board of
education, serve as the chief fiscal officer, and to perform high level, system-wide executive management
functions of a school district.

112

Coordinator Assignment
113 An assignment to a staff member to oversee one or more programs or projects. This is a staff position, not a line
position.

Education Administrative Specialist Assignment

An assignment to a staff member to perform highest-level executive management functions in a central office

114 position relative to business management, education of exceptional children, educational research, educational
staff personnel administration, instruction services, pupil personnel administration, school-community relations, or
vocational directorship.

Director Assignment

An assignment to direct staff members and manage a function, a program, or a supporting service. Staff members
115 having this position include heads of academic departments and directors and managers of psychological services.
If this is a certificated/licensed position, an individual hired as a director is required to hold a director,
superintendent, or principal certificate.

Community School Administrator Assignment
116 An assignment to a staff member (e.g., chief executive of schools or chancellor) to perform the highest-level,
system-wide executive management functions of a community school.

Building Manager Assignment

An assignment to a staff member to supervise the administrative (non-curricular, non-instructional) functions of
121 school operation so that a school principal can focus on supporting instruction, providing instructional leadership,
and engaging teachers as part of the instructional leadership team. A building manager may be, but is not required
to be, a licensed educator per ORC §3319.22.

Dean of Students
An assignment to perform activities that support the principal in carrying out the school’s policies and procedures

122 regarding students’ progress, attendance, safety, behavior, and/or discipline, through interaction with school staff,
parents, stakeholders and students.
199 Other foiciaI/Admi_nistrative Assignm.ent o o o o
Any assignment not listed above that fulfills the definition of the Official/Administrative classification.
Educational (2XX)
Position L
Code Description
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201

Curriculum Specialist Assignment

An assignment to a staff member who has expertise in a specialized field to provide information and guidance to
other staff members to improve the curriculum of a school district. This assignment would include the curriculum
consultant. Individuals acting as Curriculum Supervisors, Coordinators, or Directors should be reported with the
appropriate 1XX position code depending on their specific job description.

202

Counseling Assignment
An assignment to perform the activities of assisting pupils and/or parents and teachers to aid pupils in making
personal plans and decisions in relation to their education, career, or personal development.

203

Librarian/Media Assignment
An assignment to develop plans for the use of teaching and learning resources, including equipment, content
material, and services.

204

Remedial Specialist Assignment

An assignment to perform activities concerned with correcting or improving specific marked deficiencies (such as
deficiency in content previously taught but not learned) which are not due to impairment of mental or physical
ability.

208

Tutor/Small Group Instructor Assignment (Serves Students Without Disability Conditions Only)

An assignment to a staff member to tutor or provide small group instruction to students without disability
conditions. If the staff member is assigned to work with students with disability conditions, s/he should be reported
with the “212- Supplemental Service Teaching Assignment (Serves Students with Disability Conditions Only)”
position code.

209

Audio-Visual Staff

Any assignment including activities such as selecting, acquiring, caring for, and making available to members of
the instructional staff the equipment, films, filmstrips, transparencies, tapes, TV programs, and similar materials,
whether maintained separately or as part of an instructional materials center. Included are activities in the audio-
visual center, TV studio, and related work-study areas, and the services provided by audio-visual personnel.

212

Supplemental Service Teaching Assignment (Serves Students with Disability Conditions Only)

An assignment for an Intervention Specialist to provide supplemental services to students with disabilities who
receive their instruction in core academic subjects from a general education teacher in accordance with an
Individualized Education Plan (IEP). This supplemental assistance can be provided through tutoring or small group
instruction and may include services such as skill reinforcement, modified instructional methods and appropriate
accommodations to meet individual student needs.

225

Full-time (Permanent) Substitute Teacher Assignment

Staff assigned this position code meet the following criteria:

e  Have a contract with the district; AND

e  Are placed on the teacher salary schedule; AND

e  Report to the district for work daily.

Teaching assignments for individuals assigned this position code are subject to change daily. An individual in this
position is NEVER the teacher of record, but has a variety of assignments, based upon the needs of the district. No
Course Master Record should be reported for full-time (permanent) substitute teachers, because they cannot be the
teachers of record. If a substitute becomes the teacher of record, then h/she should have the certificate/license for
the position h/she is hired to fill. In addition, the position code should be updated for this individual to reflect the
responsibilities of this job. Individuals assigned position code 225 would not be counted in the teacher FTE, but
could be included in data analysis and in calculating total costs.

226

Teacher Mentor/Evaluator Assignment

These are teachers who do not have direct responsibilities for routinely teaching students in a classroom, (yet are
not “administrators™), and who as part of their skills-based compensation system spend their time evaluating other
teachers and are assigned as mentors or coaches to entry- year teachers. This differs from position code 340
“Planning/Research/Development/ Evaluation/Analysis Assignment”, in that those with position code 340 are
NOT evaluating teachers, but programs.

230

Teacher Assignment

An assignment to a staff member to instruct pupils. This person is the teacher of record. Course Master Records
are required with the exception of gifted teachers, preschool itinerant only, and LEP Instructional Program
assignment area.

299

Other Professional — Educational Assignment
Any assignment not listed above which fulfills the definition of the Professional-Educational position assignments.

Professional (3XX)

Position
Code

Description
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Accounting Assignment
301 An assignment to design and maintain financial, staff, pupil, program, or property records; to summarize, analyze,
or verify such records; or to control and certify expenditures and receipts.

Audiologist Assignment
304 An assignment to perform activities such as diagnostic evaluation, habilitative and rehabilitative services, and
research related to hearing.

Dietitian/Nutritionist Assignment
307 An assignment to plan and direct food services programs, including determining the nutritional value of food for
meals.

Psychologist Assignment

An assignment to a staff member who is certified as a school psychologist to provide comprehensive psychological
services in school including provision of assessment, consultation, intervention design, counseling, inservices and
research services.

318

Publicity Relations Assignment

An assignment to foster good relations between the school district and the public community as a whole by
319 planning and conducting programs to disseminate information through such media as newspapers, radio and
television, public forums, civic activities, and by reviewing material for

and directing preparation of school district publications.

Registered Nursing Assignment
An assignment to a staff member who is licensed as a registered nurse to perform activities requiring substantial

320 specialized judgment and skill in observation, care, and counsel of ill and
injured persons and in illness prevention.
Social Work Assignment
323 (Do not use for Visiting Teacher) An assignment to assist in the prevention or solution of those personal, social,

and emotional problems of individuals which involve such relationships as those of the family, school, and
community.

Physical Therapist Assignment
325 An assignment to provide therapeutic exercise program design to improve or maintain strength
and/or range of motion, to recommend adaptive equipment, and to assist in the development of the IEP.

Speech and Language Therapist Assignment
326 An assignment to provide for the identification, diagnosis, and habilitation of children with speech and language
disorders.

Occupational Therapist Assignment

Services include providing an occupational therapy evaluation as part of the multi-factored evaluation; developing
the individualized education program; providing therapy which will improve, develop, or restore functions
impaired or lost through illness, injury, or deprivation; improving the ability to perform tasks for independent
functioning when functions are impaired or lost; and preventing, through early intervention, initial or further
impairment or loss of function. Services may include consulting the child’s parent, instructing parents and teachers
in the use of techniques and equipment, and providing the specialized and adaptive activities in the prevocational
and vocational programs.

327

Mobility Therapist Assignment

Services include providing an orientation and mobility evaluation, developing the individualized education

328 program for each child served, orienting handicapped children to their physical, cultural and social environment,
and providing those served with an understanding of their environment and with formalized skills for traveling
safely and efficiently within the environment.

Educational Interpreter Assignment

Services of an interpreter for hearing handicapped shall include providing oral, simultaneous, or manual interpreter
329 service depending on the needs of the children served and may include interpreting, translating (transliterating),
reverse interpreting - the verbal rephrasing of the message of hearing impaired, and reverse translating - the
intelligible vocal presentation of the exact words of a hearing impaired speaker.

Occupational Therapy Assistant (OTA) Assignment

UNDER THE SUPERVISION OF AN OCCUPATIONAL THERAPIST, services include

providing an occupational therapy evaluation as part of the multi-factored evaluation; developing the
individualized education program; providing therapy which will improve, develop, or restore functions impaired or
331 lost through illness, injury, or deprivation; improving the ability to perform tasks for independent functioning
when functions are impaired or lost; and preventing, through early intervention, initial or further impairment or
loss of function. Services may include consulting the child’s parent, instructing parents and teachers in the use of
techniques and equipment, and providing the specialized and adaptive activities in the prevocational and
vocational programs.
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332

Physical Therapy Assistant (PTA) Assignment

UNDER THE SUPERVISION OF A PHYSICAL THERAPIST, an assignment to provide therapeutic exercise
program design to improve or maintain strength and/or range of motion, to recommend adaptive and to assist in the
development of the IEP.

333

Adapted Physical Education Therapist Assignment
Used by school districts for adapted physical therapists who work with students with disabilities, excluding
children with “speech disability only”.

334

Intern Psychologist Assignment

An assignment to receive supervised experience in school psychology in the approved training sites. This position
code is to be reported by school districts for psychology interns who are approved by the Division of Special
Education and who met the requirements of the university.

340

Planning/Research/Development/Evaluation/Analysis Assignment

An assignment to (1) perform activities concerned with selecting or identifying the goals, priorities, and objectives
of the school district and formulating the courses of action to fulfill objectives; (2) perform activities concerned
with systematic studies and investigations in some field of knowledge and with the evolving process of using the
products of research and judgment to improve educational programs; (3) determine the value or effect of plans,
programs, and activities, by appraisal of data, in light of specified goals and objectives up-to-date (e.g., a systems
analyst, budget analyst, or psychological analyst), and (4) examine, evaluate, or make recommendations in such
areas as cost, systems, curriculum, or other educational sectors.

Other Professional — Other Assignment
Any assignment not listed above which fulfills the definition of the Professional - Other position assignment.

Technical (4XX)

Position
Code

Description

402

Computer Operating Assignment
An assignment to operate and control computers and related peripheral equipment.

406

Practical Nursing Assignment
An assignment to perform auxiliary medical services, such as taking and recording temperature, pulse, and
respiration rates and giving medication under the supervision of a physician or a registered nurse.

407

Computer Programming Assignment
An assignment to prepare logical coded sequences of operations to be performed by the computer in solving
problems or processing data.

414

Library Aide Assignment

An assignment to assist a professional librarian in the performance of his or her duties. This category should also
include those aides who function in this assignment in the absence of a

qualified professional.

415

Instructional Paraprofessional Assignment

An assignment to provide instructional assistance in one or more of the following ways: (1) one- on-one tutoring,
(2) classroom management, (3) instructional assistance in a computer laboratory, (4) instructional support in a
library or media center, or (5) instructional support services under the direct supervision of a teacher. This does not
include paraprofessionals hired to assist with parent involvement activities or who act as translators. This Position
Code must be reported with the “999140 — Title | Programs” assignment area if the Instructional Paraprofessional
is employed in a Title I School wide Program building or is funded with Title I funds in a Title | Targeted
Assistance Building.

499

Other Technical Assignment
Any assignment not listed above which fulfills the definition of the Technical position assignments.

Office/Clerical (5XX)

Position
Code

Description

501

Bookkeeping Assignment
An assignment to keep a systematic record of accounts or transactions and to prepare statements.

502

Clerical Assignment

An assignment to perform activities concerned with preparing, transferring, transcribing, systematizing, or filing
written communications and records. This assignment includes the positions of clerk, clerk-typist, stenographer,
file clerk, and secretary.

503

Messenger Assignment
An assignment to deliver messages, documents, packages, and other items to offices or departments within or
outside the school district.
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Records Managing Assignment
504 An assignment to perform activities concerned with establishing and maintaining an adequate and efficient system
for controlling the records of the school district.

Teaching Aide Assignment
505 An assignment to assist a teacher with routine activities associated with teaching, such as monitoring, conducting
rote exercises, operating equipment, and clerking.

506 Telephone Operator Assignment
An assignment to operate telephones (normally a central switchboard) for the school district.

507 Parent Mentor Assignment

A parent mentor is a parent of a child with a disability who displays leadership qualities; is experienced and
knowledgeable about the special education system and the supportive services available in the community; has an
established working relationship with the school system; and has previous experience in providing parent
information and training.

508 Parent Coordinator Assignment

An assignment to encourage parents to participate in the Title | program, organize parenting skills training
sessions, make home visits, organize and conduct Title | parent meetings, and any other activities involving
parents of students in the Title | program.

509 Linkage Coordinator Assignment

An assignment to a staff member, meeting guidelines established by the governor’s closing the achievement gap
initiative, who shall work with and who is the primary mentor, coach, and motivator for students identified as at
risk of not graduating, as defined by the governor’s closing the achievement gap initiative, and who coordinates
those students’ participation in academic programs, social service programs, out-of-school cultural and work-
related experiences, and in-school and out-of-school mentoring programs, based on the students’ needs.

510 Family and Community Liaison Assignment
An assignment to encourage parents and the community to participate and support activities of the school
community.

599 Other Office/Clerical Assignment
Any assignment not listed above which fulfills the definition of the Office/Clerical position assignment.

Crafts & Trades (6XX)
Position

Code Description

601 Carpentering Assignment
An assignment to perform activities involved in constructing, erecting, installing, and repairing wooden structures
and fixtures.

602 Electrician Assignment
An assignment to perform activities involved with planning layout and installing and repairing wiring, electrical
fixtures, apparatus, and control equipment.

603 General Maintenance Assignment
An assignment to perform activities concerned with repair and upkeep of buildings, machinery, and electrical and
mechanical equipment.

605 Mechanic Assignment
An assignment to perform activities involved with inspecting, repairing, and maintaining functional parts of
mechanical equipment and machinery.

608 Plumbing Assignment
An assignment to perform activities involved with assembling, installing, and repairing pipes, fittings, and fixtures
of heating, water, and drainage systems.

611 Foreman Assignment
An assignment to supervise the day-to-day operations of a group of skilled, semi-skilled, or un- skilled workers
(e.g., the warehouse or garage workers).

699 Other Crafts and Trades Assignment
Any assignment not listed above which fulfills the definition of the Crafts and Trades position assignments.

Operative (7XX)
Position

Code Description

702 Dispatching Assignment
An assignment to assign vehicles and drivers to perform specific services and to record such information
concerning vehicle movement as the school district may require.
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703

Vehicle Operating (Other) Assignment
An assignment consisting primarily of driving a vehicle other than buses, such as a truck or automobile used in the
service of the school district.

704

Vehicle Operating (Bus) Assignment
An assignment consisting primarily of driving buses used in the service of the school district.

799

Other Operative Assignment
Any assignment not listed above which fulfills the definition of the Operative position assignments.

Extracurricular/Intracurricular (8XX)

Position
Code

Description

801

Advisor Assignment
An assignment to a staff member to oversee and/or advise extracurricular activities. This definition does not
include coaches.

802

Coaching Assignment
An assignment to a staff member to oversee, advise, and instruct athletic activities.

803

Athletic Trainer Assignment
An assignment to a staff member to prevent and treat athletic injuries, to perform related rehabilitative therapy, and
to manage the provision of health and treatment services to athletes

899

Other Extra/Intra — Curricular Activities Assignment
Any assignment not listed above which fulfills the definition of the Extracurricular/ Intracurricular Activities
position assignments.

Service Work/Laborer (9XX)

Position
Code

Description

901

Attendance Officer Assignment
An assignment to enforce compulsory attendance laws.

902

Custodian Assignment

An assignment to perform school district plant housekeeping, servicing, and security services

consisting of such activities as cleaning; operating heating, ventilating, and air conditioning systems; guarding and
caring for school property; and servicing building equipment.

904

Food Service Assignment
An assignment to perform the activities of preparing and serving food.

905

Guard/Watchman Assignment
An assignment to perform activities concerned with maintaining the safety and security of school district property,
facilities, and personnel.

906

Monitoring Assignment
An assignment to perform such activities as taking attendance and helping to keep order on buses and playgrounds
and in lunchrooms. This assignment would include traffic guards for loading buses.

908

Groundskeeping Assignment
An assignment to maintain grounds owned, rented, or leased, and used by the school district. This
assignment does not include the operation of machinery requiring semi-skilled training or experience.

909

Attendant Assignment
Services include assisting the orthopedically and/or other health handicapped or multi-handicapped child with
personal health care needs within the confines of the educational setting.

910

School Resource Officer

A career law enforcement officer with sworn authority, who is deployed by an employing police department or
agency in a community-oriented policing assignment in collaboration with one or more schools. The three main
roles of a school resource officer: educator (i.e., guest lecturer),

informal counselor/mentor, and law enforcement officer. Note: Reporting of this position is optional.

999

Other Service Worker/Laborer Assignment
Any assignment not listed above which fulfills the definition of the Service Work/Laborer position assignments.
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Appendix E: Individual Services Offered

The following individual services were posted on ESC websites and/or self-reported by the
ESCs:

Absence Management Service [AESOP]
Academic Coaches

Academic Competition

ACES (Adverse Childhood Experiences) and Resiliency
Training

ACT Prep

Adaptive Physical Education Specialist
Administrative Conferences

Administrative Executive Coaching
Administrative Investigations

Administrative Search Services

Administrative Workshops

Adult Classes

After School Programs

Agriculture Education

Aides/ Caregivers

Allegro Program

Alternative Education

Alternative Licensure

Alternative Suspension/ Expulsion Options
Annual All Boards Meeting

Art Curriculum Support

Art Show

Assessment Literacy/ Assessment Alignment
Assessment, Grading, Homework

Assistive Technology Consortium

Assistive Technology Services

Associated Services

Attendance & Diversionary Court Services
Audiology

Authentic Learning Experiences in the Classroom
Autism & Behavior Coaching and Consultation
Autism Classrooms

Autism Programs (General)

Autism Resource Specialist

Behavior Coaching/Consulting Personnel
Behavior Problem/ Truant Individual Alternative School
Behavioral ~Strategies

Behavioral Health Partners

Behavioral Health Programs [RBT, BCBA]
Bilingual SLP Services

Board Member Assistance and Professional
Development

Board of Education Development & Collaborative
District Leadership

Bus Driver Training Program/ Certification/Physical
CAPA Prep

Care for Teachers-Mindfulness

CCIP Assistance

Charter School

Classified Staff Development

Classroom Management

Classroom Teacher

Closing the Gap

Coalition for a Drug Free Brown County
Collaboration with universities

Collaborative Purchasing

College Access/Career Education

College and Career Readiness

College Credit Program

Common Core Support

Communications Strategy

Community Engagement

Community Schools Center

Conferences

Consultant Services (Unspecified)

Content Area Coaching Embedded

Continuing Education Units CEU

Continuous Improvement Implementation
Coordinated Care

Coordination of Shared Services

COPE (Cost of Poverty Experience) Program
Copywriting

Counselor Evaluation Resources (OSCES)
Courier Service

Court Liaisons

CPR and First Aid Training

Credit Flex/ Testing

Credit Recovery

Crisis Management/Nonviolent Crisis Prevention
Intervention (CPI)

Cross Categorical Services (CC)

Culturally Responsive Practices

Culturally Responsive Practices CRP
Curriculum Council

Curriculum Leaders Meetings

Curriculum Maps

Curriculum Support (General/ Subject not Specified)
Curriculum, Instruction & Assessment Alignment
Custodial Personnel

Customized Professional Development

Data Consultation

Day Treatment Program

Dean of Students Personnel

Differentiated Instruction

Distance learning

District Leadership Institute

District Representative for Autism & Jon Peterson
Scholarship Program

Document Management

Drivers Ed

Drug/ Alcohol Free Education

Due Process Hearings

Early Childhood Accreditation/licensing

Early Childhood Comprehensive Consultation &
Professional Development

Early Childhood Education Director Services
Early Childhood Half Day Program

Early Childhood Half Day Program- Intensive Needs
Early Childhood Half-Day Program - Therapeutic Needs
Early Childhood Itinerant Services

Early College/ High School
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Education Management Information System (EMIS)
Coordinator

Educational Audiologist Personnel
Educational Consultant Personnel

Educational Partnership for Academic Student Success
ED PASS

Educator Evaluation (OTES/eTPES)

EL Consortium Coordination

Emerging Trends Network

Emotional Disturbance/ Emotional Disabilities
Teaching/Classrooms

Energy Consultant

English and Language Arts Curriculum Support
English Language Learners Support (ESL)
Environmental Compliance

ESL & EL Services/Title 111 Consortium
Excellence in Education Awards

Exceptional Olympics

Expedited Data Analysis

Extended School Year

External Tutoring

Fair Education Building Administration
Family Outreach/Education

Federal Program Support

Field Trips

Fingerprinting/ Background Checks

FIP (High Quality Formative Assessments)
Fiscal Services

Focused Planning/ Goals and Strategies

Food Service

Franklin B. Walter Award

Frontline Central Human Resource Database
Functional Behavior Assessments (FAB)
Futuristic Instructional Planning

Generation X Drug Prevention Program
Gifted & Talented Customized Services
Gifted Academy/ Workshops/ Classrooms
Gifted Services Council

Gifted/Talented Supervision or General Gifted Services
Gifted/Talented Teaching

GIS /GPS Technology

Grads Instructor

Grant Consulting/ Grant Writing/ Project Management
Graphic Design & Printing

Greater Buckeye ESC Coalition

Greater Cincinnati School Application Consortium
Hancock County Autism Support Team

Head Start/Early Head Start

Hearing Impaired Teacher Services

Help me Grow

High Quality Teacher (HQT)

Home Instruction Teacher

Homeschooling Support

Honor Society

Honors Band/ Concerts/ Choral/ theatre
Human Resources and Business Operations
IEP Development/ Support

Innovation Council

Instructional Coaching

Instructional Coaching: On-site & Virtual
Instructional Services Council

Instructional Specialists

Instructional Technology Audits

Instructional Technology Coaching Embedded

Instructional Technology Strategies for the Classroom
Insurance Consortium

Interim Administrators (Superintendents, Payroll,
Treasurer, Principals, CFO, Accounts Payable, ETC)
International Baccalaureate

International Studies

Interpreter

Intervention Specialists

Intervention Technology Services

Job Development Services/ Coordination/ Coordinator
Job Shadowing

Juvenile Court System Alternative Education
Kindergarten Readiness

Kinship Navigator Program

Leadership Development

Leadership Meetings (General)

Leadership Programs

Leadership Recruitment, Retention, Development
Lean Six Sigma Training

Learning Center at North Norwood

Learning Targets Sentence Strips

Legal Seminars/Services

Legislative Roundtables

Library Analysis

Lice Prevention

Licensed Social Workers

Licensure

Lifeskills Training

Literacy Coaches

Literacy Council

Literacy Grant Management

Low income, At risk preschool

LPDC

Maintenance Supervisor

Marketing Strategy

Master Teacher Program

Math Council

Math Tournament

Mathematics Curriculum Support

Media and Visual Literacy

Media Library/ Educational Resources

Mental Health First Aide Training

Mental Health Services/ Awareness

Mentorship Program

Migrant Education

Milo by Robokind

Mock Trial

Model UN

MTSS & RTI

Multiple Disabilities-Medically Intense MDMI Services
Multiple Disability Teaching/Assistants

Music Curriculum Support

National Machinery Awards

Needs Assessment

Negotiated Agreement Council

Network Regional Leadership in Differentiated
Instruction and English Language Arts

Nursing Services

Nutrition Services

Occupational Therapy/ OT Assistant

ODE Rollout Support

Ohio Improvement Process Facilitation (OIP)
Ohio's New Learning Standards and Assessments
One Degree Shift
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On-Site Curriculum Supervision

Opportunity for Youth Program
Organizational Development Services
Orientation and Mobility Services
Orientation Mobility

Para-Professional services

Parent Advocate Services

Parent Mentor Program

Partial Hospitalization Program

Pathways to Employment

PAX GBG Self-Regulation - PreK and Elementary
Physical Education Curriculum Support
Physical Literacy Program

Physical Therapy/ PT Assistant

Poetry Concert

Positive Behavioral Interventions & Support
Positive Education Program PEP

PPICS Prep

Pre-Employment Vetting

Preschool

Preschool Handicap Units

Preschool Iterant teaching

Preschool with Disabilities teaching

Press Releases

Principal Evaluation System (OPES/eTPES)
Principals Meeting

Principals Resource Network

Professional Book Study

Professional Development

Professional Ethics Standards Training
Professional Learning Communities
Professional Networks

Program Evaluation

Program Evaluation & Auditing

Program Management Personnel

Pupil Personnel and Early Childhood

Pupil Services Management Team Consulting
Quiz Bowl Coordination

Race to the Top Guidance

Reach Higher

Reading Festival

Records Processing/ Monitoring

Registered Behavioral Technician RBT
Remedial Specialists

Representation and Coordination with Community
Agencies and Programs

Research Based Practices

Resident Educator Facilitation

Resource Coordinator Services

Response to Intervention (Rtl)

Retired Teacher Association Host

RIMP (Reading Intervention and Monitoring Plans
Roger Effron Leadership Recruitment, Employment Site
Safety and Violence Prevention Training (Child Abuse)
Safety Training & Regulation Assistance
Scholarships

Scholastic Bowl

School Based Health

School Counselor/ Guidance Counselor
School Data Review/ Literacy

School Guidance Counselor/ Psychologist Meetings
School Health Coordination

School Improvement Coaching Embedded
School Improvement Grant Writing

Auditor of State
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School Improvement Services

School improvement/ Classroom Walk-throughs
School Psychologist/ Psychology Services
School Resource Officer

Science Council

Science Curriculum Support

Science Fair

Seasonal or Temporary Tech Assistance
Secretarial Services

Seniors Above The Rest

Sharon Trotter Keys Scholarship

Sign Language Interpreter Services

SIOP

SIOP Virtual Coaching

Social Media Strategy

Social Studies Council

Social Studies Curriculum Support

Social Work and Counseling Continuing Education
(CEV)

Space Rental

Special Ed Administrators Network

Special Ed, Autism, and Low Incidence Support
Special Education Audits

Special Education Classroom

Special Education Council

Special Education Curriculum Support
Special Education Meetings

Special Education Supervision

Special Education Transition Services

Special Exceptional Olympics

Special Needs Outdoor Education

Special Needs Teacher (General/Unspecified)
Specialized On Site Support Team

Speech & Debate (Gifted/Standard)

Speech & Language Services

Speech Pathology

Spelling Bee Coordination

STAR Teacher Recognition

State Support Team

STEM Programs

Step Up to Quality

Strategic Planning

Student Growth Director

Student Growth Measures

Student Learning Objective Training K-12
Student Loan Forgiveness

Student Summer Recreation/Workshops/Programming
Student Testing/ Evaluation

Student Van Transportation

Substance Abuse and Lifestyle Education Program
Substitute Teacher/Aide Coordination
SUCCESS Program

Summer Enrichment Academy
Superintendent Evaluation (OSES)
Superintendent Meetings

Superintendent/ Treasurer/Executive Searches,
Superintendents Network

Surrogate Parent Recruitment/ Coordination
Systems Design for School Districts

Teacher Applicant Records/ Recruitment
Teacher Externships

Teacher of the Year Awards

Teacher Professional Development- non members
Teaching and Learning
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Technical Assistance, General
Technology Leaders Council
Technology Services/ Personnel

Technology, Leadership, Planning & Administration

Technology Personnel Support Services
Teleblend Speech and Language Services
The summit for high school men

The view for high school women
Therapeutic Interagency Preschool

Title I and Title 1l Programs

Top Scholars Recognition Dinner
Towpath Consortium

Transition Coordinator

Transportation (General & Special Needs)
Transportation and Maintenance Meetings
Trauma Informed Systems of Support
Treasurer

Treasurer Evaluation

Treasurer Monthly Meetings

Truant Officers/ Attendance Services
Tutoring

Understanding Poverty

Unified Purchasing Cooperative
Virtual Coaching

Virtual Learning/Online Learning
Vision Impaired Teacher Services
Visual Media (Photography, Video)
Visually Impaired Itinerant
Vocational Services/ Coordinator
Website Content Creation Strategy
Work Study Coordination

World Language Curriculum Support
Young Author's Conference

Youth in government

3rd Grade Reading Guarantee Training
40 Developmental Assets Program
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Appendix F: Service Categories

The following service categories were created for the purpose of this operational study:

Administrative Services — Services offered by an ESC meant to supplement or fully
supplant services performed in a school district or other local government’s
administrative function.

Alternative Education — Services offered by an ESC which provide nonstandard
educational opportunities for districts with students who may require these.
Community School Sponsor — Ohio’s system of education requires each community
school to have a sponsor, or organization to whom the school is accountable, in order to
operate. ESCs have been identified as organizations that are eligible for sponsorship.
College and Career Prep — Services offered by an ESC which are meant to supplement
or fully supplant a district’s efforts to provide additional readiness for their students post-
graduation.

Curriculum Services — Services offered by an ESC to provide general or specific
support in the area of curriculum and program development.

Educator Services — Services meant to provide support to a district’s classroom
employees in areas such as maintaining licensure, classroom management, and master
teacher programs.

Evaluation — Area of services relating to support or direct performance of the
OTES/OPES/OSCES/OSES program requirements.

Family, Community Services — Services aimed at adult education and family support.
Gifted, Talented Services — Services and programs aimed at those students of gifted
abilities and competencies.

Health Services — Services meant to provide support and prevention in the areas of
mental and physical wellness and crisis prevention.

Marketing Services — Services provided by an ESC wherein they work with a district, or
group of districts, to foster better communication with their communities through
increased transparency and informational dialogue.

Meeting Facilitation — Services provided to districts or administrative personnel of
districts which supports large and/or small group meeting needs within the community,
inter- or intra-district.

Miscellaneous Services — Any additional services provided by an ESC to a school
district or local government which don’t appropriately fit into any other type of service
category.

Preschool — Any number of services dealing with direct provision of preschool services,
preschool service locations, or preschool service administration.

Professional Development — Services provide to district personnel, internal ESC
personnel, or other ESC personnel in pursuit of fulfilling continuing education and
training requirements.
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Special Education — Services provided to supplement a district’s special education
requirements of students with Individualized Educational Programs and other special
needs.

Special Education, Autism — Services specifically designed to aid in the development
and education of students identified as being on the autism spectrum and requiring more
personalized programming.

Specialized Personnel Services — Services and personnel employed by an ESC in order
to be staffed to districts which may not have a need for a fully dedicated individual all of
the time due to the specialized nature of their position or service provided.

Specialized Programs — Services based around the provision of programming with a
narrow scope, such as, leadership, food service, and Science Technology Engineering and
Math (STEM).

Student Services — Services provided to a district on behalf of students or directly to
students, produced by an ESC, with an academic background, but supplementary to
regular curricula.

Technical Assistance — Services provided to districts meant to support the administrative
functions and technical aspect of educational programming.
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Appendix G: ESC Peer Groups

In 1996, ODE created classifications for different types of similar districts, referred to as the
typology of Ohio school districts.>® To create this typology, ODE used several data sources to
classify like districts together based on shared demographic and geographic characteristics. As a
result, the classifications can serve as a basis for a stratified sample of districts in the state. These
classifications also allow researchers to focus on a specific type of district, such as major urban
districts or rural districts with high poverty. Eight typology categories were created for the 2013
typology (the most current). Below is a description of these eight district typologies.

ODE District Typology Descriptions

2013 Maior Districts Students
Typology GrouJ in Full Descriptor Within Within
Code ping Typology Typology

Rural - High Student Poverty & Small Student

1 Rural Population 124 170,000
Rural - Average Student Poverty & Very Small

2 Rural Student Population 107 110,000
Small Town - Low Student Poverty & Small

3 Small Town | Student Population 111 185,000
Small Town - High Student Poverty & Average

4 Small Town | Student Population Size 89 200,000
Suburban - Low Student Poverty & Average

5 Suburban Student Population Size 77 320,000
Suburban - Very Low Student Poverty & Large

6 Suburban Student Population 46 240,000
Urban - High Student Poverty & Average

7 Urban Student Population 47 210,000
Urban - Very High Student Poverty & Very

8 Urban Large Student Population 8 200,000

Source: ODE

Districts are assigned typology ranging from rural with low student population to urban with very
large student population. Using a weighted average each member district’s assigned typology
based on student enrollment, five groups of ESCs were created for comparative purposes and
analysis within our study. Grouping ESCs in this manner allows for effective comparative analysis
to be performed, as differences in ESCs resulting from environmental factors are normalized.
Below is the results of the ESC groupings.

%8 1n 2007, the typology was revised to take advantage of the 2000 census data. With the availability of more recent
data from the 2010 census and an increasing demand for analytic uses, ODE again revised the typology for 2013.
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OPT Group Definitions

Group 2 - Weighted Avg. of Typology 1 & 2 Districts
e Athens-Meigs ESC e  Muskingum Valley ESC
e Auglaize County ESC e Northwest Ohio ESC
e Brown County ESC e Ohio Valley ESC
e Columbiana County ESC e Preble County ESC
e Darke County ESC e Putnam County ESC
e East Central Ohio ESC e Ross-Pike ESC
e Gallia-Vinton ESC e South Central Ohio ESC
e Knox County ESC e  Southern Ohio ESC
e Lawrence County ESC e Tri County ESC
e Madison-Champaign ESC e  Western Buckeye ESC
e  Mercer County ESC
Group 3 — Weighted Avg. of Typology 3 Districts
e Ashtabula County ESC e  Midwest Regional ESC
e Clermont County ESC e North Central Ohio ESC
e Geauga County ESC e North Point ESC
e Jefferson County ESC e Pickaway County ESC
e  Miami County ESC e  Trumbull County ESC
e Mid-Ohio ESC e Wood County ESC
Group 4 - Weighted Avg. of Typology 4 Districts
e Allen County ESC e Licking County ESC
e Clark County ESC e Mahoning County ESC
e ESC of Medina County e Stark County ESC
e Fairfield County ESC e Summit ESC
e Hancock County ESC
Group 5 - Weighted Avg. of Typology 5 Districts
e Butler County ESC e Lake County ESC
e ESC of Lake Erie West e Lorain County ESC
e  Greene County ESC e Warren County ESC
Group 6 - Weighted Avg. of Typology 6 Districts
e ESC of Central Ohio e Hamilton County ESC
e ESC of Northeast Ohio e Montgomery County ESC

Source: ODE and ESCs

Using the weighted average typologies of each ESC’s member districts, five groups were formed.
These groups were used throughout the operational review to complete group-based comparisons
where applicable.
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Appendix H: USAS and ESC Reporting

Ohio’s Uniform School Accounting System

The Uniform School Accounting System User Manual (Ohio Auditor of State, 2013) states that
USAS *“is based upon the use of a combination of dimensions (different sets of codes, each of
which supplies different elements of information). By selecting the most appropriate code within
each required dimension, each financial transaction of the school district will be adequately
identified. The use of certain dimensions to identify each type of financial transaction is the
responsibility of management of the school district. The determination should consider the
informational needs of the school district, the Ohio Department of Education, and other
regulatory agencies. For various reasons, certain financial transactions should be coded in more
detail than others.”

USAS is structured to meet the needs of school district financial reporting, and works well for
Ohio’s school districts. This system allows for detailed reporting for both revenue and
expenditures. However, ESC operations differ from that of traditional school districts and the
lack of uniformity in ESC network wide financial reporting is most often the result of the lack of
options or specific directions, unique to ESCs, to where revenue and expenditures should be
coded. This results in significant variation in financial reporting and makes the task of accurately
comparing and evaluating operations on a macro level difficult.

All ESCs employ a licensed treasurer and receive financial audits. It was not our finding that
financial data was being reporting incorrectly, but rather that improvements could be made to
better capture the unique operations and services that ESCs exist to provide.

Revenue

The revenue structure within USAS consists oo

of six potential dimensions. The primary

dimensions used to evaluate ESC revenue Tramsaction Receipt Special
included fund and receipt code, as the use e — Lo Contr
of these dimensions are reported for all

revenue and the definitions are consistent as Subject Area Operational

they are assigned by the AOS.%° Funds are — -

established by constitutional provisions or

special statutes to help assure that money is
spent for purposes specified in appropriations. Identification of funds usually is made in terms of
their legal basis, in terms of objectives to be served, and sometimes in terms of both the source of

Source: USAS Manual

59 Special cost centers and operational unit assignments are made at the school district (or ESC) level and therefore
are not consistently used across the system but rather a way for individual agencies to track and evaluate revenue
internally. Furthermore, these dimensions are not used by all ESCs. Transaction indicators and subject area
dimensions did not provide additional insight to operations. For these reasons, these four dimensions were not
considered in the ESC network-wide analysis of financial operations.
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receipts and type of activities which they finance. The most common fund is the general fund,
which accounts for and reports all financial resources not accounted for and reported in another
fund. The general fund balance is available for any purpose provided it is disbursed or
transferred in accordance with Ohio law. The receipt code dimension consists of four digits, and
is the dimension by which revenues are identified by the purpose which they serve.

On the revenue side of ESC financial reporting, the receipt coding structure allows for variation
in reporting ESC revenue by not providing clear guidance on where to record the primary
revenue sources. The largest revenue source for all ESCs is generated from providing services to
school districts. Depending on how a school district compensates the ESC for such agreed upon
services, this revenue is typically recorded within either USAS receipt category 1220 Tuition and
Other Payments from Other Districts and/or receipt category 1830s Services Provided Other

Entities.
When school districts elect to pay the ESC USAS
for contracted services though transfers of DESCRIPTION CODE

its foundation payments, settlement reports STATE SUPPORT

(ODE) instruct that the revenue received by EI'?IEDPEELE:_PT%NTEL:;IN c iﬂg
the ESC from the transfers from district SPECIAL EDUCATION TRANSPORTATION 3110
foun_datlon payments be ?Oded .V\/.lt.hln . TOTAL STATE FUNDING

receipt code “122X”. This flexibility gives

the ESC the decision on the final number in TRANSFERS

the four number dimension string. Nine DISTRICT PER-PUPIL TOTAL 122X
possible options exist.’® When examining Egﬂgﬁéﬁgﬁgogb gzﬁgéi'g ED ﬁ%i
the general fund revenue of all ESCs
. . . TOTAL TRANSFERS
network wide, this set of receipt codes made
Source: ODE

up 45.2 percent of total general fund
operating revenue in FY 2018.

In an attempt to determine the amounts collected from school districts though foundation
deductions for contracted services, we found multiple variances in the receipt location where
these payments were coded. One ESC collected over $4.6 million for contracts paid by schools
through transfers of foundation payments, none of which was recorded in the 122X receipt
category. Another ESC collected $1.1 million for contracts paid by schools through transfers, all
of which was coded in 1223 Special Education. A review of contracts collected for this
respective ESC supported multiple non-special education related services. Another ESC
collected $2.6 million for contracts paid by schools through transfers and coded this revenue in

80 USAS receipt category 1200 Tuition: Money received from patrons, other school districts, and other sources for
education provided in the school district. Subcategories include:
e 1220: Tuition and Other Payments from Other Districts: Money received from other districts for the
education provided in the schools of the district.
0 1221 Regular Day School, 1222 Summer School, 1223 Special Education, 1224 Vocational
Education, 1225 Adult/Continuing Education — Basic Education, 1226 Adult/Continuing
Education — High School, 1227 Open Enrollment, 1228 Community Schools, and 1229
Miscellaneous Payments from Other School Districts.
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1229 Miscellaneous Payments from Other School Districts, along with other transfers from the
district per pupil funding.®! These variances in the location where the revenue from contracts
was coded, along with the fact that other revenue is often coded in the same receipt code with the
contract revenue, made it impossible to accurately identify this key revenue source across the
network.

When contracted services are paid through direct bill, the revenue is primarily receipted in
category 1830 Miscellaneous Receipts from Local Sources - Service Provided Other Entities
within USAS.®? When examining the general fund revenue of all ESCs network wide, this
category (including the subcategories within 1830) made up 43.1 percent of total general fund
revenue in FY 2018.

A review of the revenue included within this category suggested that ESCs use a variety of
methods when recording revenue from the services provided to school districts. Four ESCs use
only the top level category of 1830, recording no revenue in the subcategories 1831, 1832, 1833,
or 1839. Other ESCs do not use the top category 1830 at all, instead use primarily 1832 to record
revenue generated through providing services to school districts. In addition, one category (1831)
is defined in USAS as “Not Used at this Time”, however four ESC receipt revenue within this
subcategory.

Other variances in reporting revenue from services provided to school districts outside of the
1220 and 1830 categories were identified. One ESC records the revenue it receives (more than
$6 million) for providing preschool services within receipt code 1211, a dimension within the
tuition category used to code money received from patrons as tuition for pupils attending the
regular day school. The ESC indicated this practice has been in place for years, back to the time
when some money was collected from the parents and has never been changed or questioned.
This revenue was excluded from the indirect public funding within our analysis, as according to
USAS does not appear by definition to be generated by tax dollars but rather payment from
patrons. Another ESC uses an internal services rotary fund to record the revenue (not including
the administrative fee) collected to pay for services provided. This fund, by definition, used to
account for operations that provide goods or services to other governmental units on a cost-
reimbursement basis. For this reason, it was excluded from operating revenue within our
analysis.

In addition to the variances identified in recording the aggregate total revenue above, no uniform
options exist within USAS for ESCs to further define the source of the revenue received (the

81 District per student funding is deducted from a member district’s state foundation funding, as set by ORC §
3313.843.

62 USAS receipt category 1800 Miscellaneous Receipts from Local Sources: other income from local sources which
is not classified in prior categories. Subcategories include:

e 1830 Services Provided Other Entities: revenue from services provided other entities, other than for tuition,
transportation, or food services. These services may include data processing, purchasing, maintenance,
cleaning, consulting and guidance.

0 1831 Not Used at this time, 1832 Other School Districts, 1833 Customer Services, and 1839 Other
Entities.
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specific school district making the transfer or payment). Therefore, even if all ESCs recorded
aggregate revenue generated from providing services in a consistent uniform manner, there
would still be no accurate method to evaluate revenue collected by customer in the USAS system

as it exists today.

Expenditures

The expenditure structure
within USAS consists of nine
potential dimensions. The
primary dimensions used to
evaluate ESC expenditures
included fund, function, and
object code. The use of these
three dimensions are reported
for all expenditures and the

Expenditures
Transachion Special
Indicator Fund Function Object Cost Center
XX XX X0 XXX XX
Subpect Area Operational Instructional Job
Subject Uit Level Assignimnent
000 xxx xx xx

Source: USAS Manual

definitions are consistent as they are assigned by the AOS. The fund dimension for expenditures
is consistent with that of revenue defined above. The function dimension is a broad area of
programs, sub-programs and activities into which expenditures are classified. For example;
Function 1000 (first level) indicates the district-wide Instruction program, 1200 (second level)
indicates Special Instruction, 1230 (third level) indicates Special Instruction-Handicapped, and
1233 (fourth level) indicates Special Instruction-Handicapped-Visually Impaired. The object
further identifies expenditures as it defines the goods and services for which the school district
pays. Objects include salaries, purchased services, supplies, and materials. Functions and objects

are assigned by the AOS.®

While greater detail opportunities exist within USAS when reporting the expenditures, variation
still occurs due to the lack of defined directions and/or specific design for the operations of
ESCs. When examining the most common services provided by ESCs it became clear that there
are many unknown expenditures due to the significant use of the miscellaneous and “other”
categories used by the ESCs within the USAS system.

Of the $730.6 million of general fund operating expenditures reported, $263.5 million, or 36
percent, was coded within the USAS category for instruction (USAS category 1000). According
to USAS “this category captures costs associated with activities directly dealing with the
teaching of pupils or the interaction between teacher and pupil. Teaching may be provided for
pupils in a school, in a classroom, in another location, such as in a home or hospital, and through
other approved media such as television, radio, telephone and correspondence. This category
includes aides or classroom assistants of any type who assist in the instructional process.
Technology used by students in the classroom or technology that has a student-instruction focus

83 Special cost centers and operational unit assignments are made at the school district (or ESC) level and therefore

are not consistently used across the system but rather a way for individual agencies to track and evaluate

expenditures internally. Furthermore, these dimensions are not used by all ESCs. Transaction indicators, subject
area, instructional level, and job assignment dimensions were not used consistently and did not provide additional
insight to operations. For these reasons, these additional dimensions were not considered in the ESC network-wide

analysis of financial operations.
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should also be coded here.” Of this $263.5 million in instruction costs reported by the ESCs in
FY 2018, $64 million, or 24.4 percent, was coded within a function level defined as “other”.%*

Professional development was a service category that 51 of 52 ESCs reported to provide in FY
2018. USAS function level 2210, Improvement of Instruction Services, captures “those activities
which are designed primarily for assisting instructional staff in planning, developing, and
evaluating the process of providing challenging learning experiences for pupils. These activities
include curriculum development, techniques of instruction, child development and
understanding, staff training, and so forth.” This category includes five subcategories® — every
ESC recorded expenditures within 2210. Of the $67.5 million reported in Improvement of
Instructional Services, $56.4 million, or 83.5 percent, was spent on the salaries and benefits of
ESC employees providing such services. When examining the use of subcategories used, $14.1
million (20.9 percent) was recorded in the 2219 *“other” category. Further, 36 ESCs used this
“other” category to record expenditures in some fashion.

ESCs provide professional development as a service to school district, as well as to their own
employees. However, USAS function codes do not specify or delineate expenditures between the
two. For example, ESCs train their own employees on initiatives that are developed and pushed
out by ODE. ESC employees provide training to school district employees as a service to the
district. The expenditures dedicated to internal and external professional development are
captured in the same function code. While some ESCs use the USAS operational unit dimension
to track costs by service or customers, others do not. For this reason, the cost to provide
professional development services to school districts could not be determined.

Ohio School Districts and USAS

USAS object level 400, Purchased Services, is used to record “amounts paid for personal
services rendered by personnel who are not on the payroll of the school district, and other
services which the school district may purchase. While a product may or may not result from the
transaction, the primary reason for the purchase is the service provided in order to obtain the
desired results. Other school districts are included under this definition.”

The purchased service object category within USAS includes ten subcategories® which are
heavily used by school districts for recording purchased services from ESCs. The level of detail
these object codes provide is useful as it is broken into subcategories, but it does not indicate the
type of provider from who these services are purchased. For example, a school district may
purchase health services for a student within their district. They may purchase that service from a

64 Categories include 1190 Other Regular Instruction, 1239 Other Handicaps K-6, 1249 Other Handicaps 7-12, 1290
Other Special, 1319 Other Secondary Regular VVocational Education, 1339 Other Handicapped Vocational
Education, 1490 Other Adult Continuing Instruction, and 1990 Other Instruction.

8 Subcategories include 2211 Service Area Direction, 2212 Instruction and Curriculum Development, 2213
Instructional Staff Training Services, 2218 Lead Teachers, and 2219 Other Improvement of Instruction Services.

% Subcategories include 410 Professional and technical services, 411 Instruction Services, 412 Instructional
Improvement Services, 413 Health Services, 414 Staff Services, 415 Management Services, 416 Data Processing
Services, 417 Statistical Service, 418 Professional/Legal Services, and 419 Other Professional and Technical
Services.

Efficient . Effective . Transparent

78



Auditor of State
Operational Study

hospital, a private company who specializes in this service, or an ESC. Adding this additional
level of detail would allow for transparency and visibility into the types and cost of services
school districts contract for with an ESC.

Other States

While the educational operations and the corresponding financial reporting of other states differ
methodologically from Ohio, examining how other states report financial data is a useful
resource when evaluating potential improvements for financial reporting options for Ohio’s
ESCs. The following descriptions from Texas and Michigan are two examples of how these
states provide detailed directions and tailored dimensions specific to the financial operations of
their ESCs.

Texas: The Texas Education Agency’s chart of accounts, Financial Accountability System
Resource Guide — Financial Accounting and Reporting Appendices, (Texas Education Agency,
2019) identifies reporting codes that are designed specifically for use by the state’s ESCs. For
example, Texas has a Special Revenue Funds with specific uses for ESCs.

e 405 Gifted and Talented (Regional Education Service Centers (ESCs) Only): ESCs must
use this code to account for funds to support school district efforts in the area of gifted
and talented education.

e 433 Shared Service Arrangements — Professional Staff Development: This code is used
by the fiscal agent of a shared services agreement to account for funds used to provide
preservice training and staff development in technology an innovative teaching practices
for teachers and administrators. Public schools and regional education service centers
may:

o0 Serve as fiscal agents for establishing a center for professional development under
the direction of an institution of higher education or;

0 Receive funds directly to provide training and staff development in technology
and innovative teaching practices.

Further, Texas also has function codes specific for ESCs. Function code 62 School District
Administrative Support Services (for use by Regional Education Service Centers Only) is used to
record “costs related to performing certain administrative services for school districts” and
provides further details on the services it includes, and guidance on what should and should not
be coded here.

Michigan: The Michigan Department of Education’s chart of accounts, The Michigan Public
School Accounting Manual (Michigan Department of Education, 2020) identifies reporting codes
that are designed specifically for use by the state’s intermediate school districts (ISDs).%” For
example, Michigan has object codes with specific uses for ISDs, 8200 Payments to Other Public

7 The Michigan Association of Intermediate School Administrators defines an I1SD as: ISD - which sometimes go
by the name Regional Educational Service Agency (RESA) or Educational Service Agency (ESA) — work with
local school districts, the Michigan Department of Education, business and industry and community groups. They
support student achievement and leverage limited resources in the following areas: teaching and learning,
specialized student services, shared operational services, developing partnerships, technology services, and school
improvement, assessments and mandates.
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School Districts: This category represents payments or distributions to other Michigan public
schools (ISD’s, local education agencies (LEAS), and public school academies (PSAS)). There
are an additional four subcategories:®
- 8210 tuition payments to other public schools (Payments to ISDs, LEAS, or PSAs, only)
- 8220 payment to another public school district for services rendered (payments to ISDs,
LEAs, or PSAs, only)
- 8290 other transitions — do not include sub-grantee disbursements here. Those would be
recorded in “8510.” (Payments to ISDs, LEAs, or PSAs only).

Conclusion

The USAS Manual provides a significant amount of detail and instruction for its users and is a
prime tool for managing, recording, and auditing the financial operations of Ohio’s school
districts. Additional functions or codes and/or more detailed instructions specific to the unique
operations of ESCs would enhance the use of this fundamental tool by providing more accurate
detail to use in evaluating and comparing operations network-wide. A close partnership with
Local Government Services Section of AOS will be critical to ensure that potential changes or
enhancements are within the limitations of the USAS chart of accounts (see R1.1).

% These subcategories also have specific functions they may be used with which would define services further.
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Appendix |I: Revenue Generation

In order to examine potential opportunities for ESCs to maximize service provisions and
generate revenue, independent of the regional and demographics characteristic of its customer
base, we analyzed the revenue generation of all ESCs. Although larger ESC student member
population bases provide an inherent ability to generate more revenues (due to higher state and
local per pupil funding), we developed a ratio to examine revenue generation in relation to direct
public funding in an effort to determine if an ESC’s population base limits its ability to generate
revenue through indirect public funding (fees for service). This ratio, revenue generation ratio,
shows the revenue generated from services provided relative to the direct public funding
received from state and local subsidies.

Using a histogram for analysis enables an examination of the shape and spread of data using bars
to show the frequency of data points within each interval.

Revenue Generation Ratio

Frequency
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Revenue Generation Ratio

Source: ESCs
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The average ESC generated an additional $18.22 for every dollar of direct public funding,
meaning that for each $1.00 in direct public funding, the average ESC created an additional
$18.22 of revenue. Overall, 18 ESCs had revenue generation ratios that were between $10.00 and
$15.00 as witnessed by the peak bar value in this range in the histogram above.

Revenue generation ratios were also analyzed by group in order to identify any outstanding ESC
group(s) and to identify outliers in relation to their groups. Below is a boxplot of this analysis.
Boxplots are a common explanatory data analysis technique that shows shape, central values,
and variability of group data sets.

Revenue Generation Ratio by Group
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Note: The IQR box represents the middle 50 percent of the data and the median is represented by the line
contained in each box. The whiskers extend from either side of the box and represent the ranges for the upper
and lower quartile of the data values, excluding outliers. Outliers are represented by the points included above
and below the boxplots.

Group 5 had the highest median revenue generation ratio. Specifically, the Group 5 median
revenue generation ratio of $21.52 was 24.5 percent higher than the next highest group, Group 2,
which had a median revenue generation ratio of $17.29. This signifies that the typical Group 5
ESC is generating more revenue per direct public funding dollar than the typical ESC in the other
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groups. In addition, Group 5 and Group 2 having higher revenue generation ratios than the
remaining three groups dispels the assumption that ESCs with higher member district student
population have the inherent ability to generate higher relative revenues.

Outliers are statistically identified values determined from the quartiles of the data set. The
interquartile range (IQR) represents the middle 50 percent of the data points (equal to the data set
between the 75" and 25™ percentiles). Outliers are any value that falls outside of 1.5 times the
IQR. In examining the revenue generation ratio, outliers were identified in both the network wide
analysis as well as the group analysis. We examined the outliers in more in-depth to determine if
ESCs with these resulting values differ methodologically.

A separate statistical analysis identified three outliers when examining the revenue generation
ratios of all 52 ESCs and five outliers when examining the revenue generation by group. We first
attempted to evaluate the financial data of each respective outlier in detail to see if we could
identify potential areas or specific practices in place that may be contributing to the ability to
generate greater revenue in relation to the direct funding received. We were unable to examine
the revenue generated from specific service offerings or from specific customers using strictly
the financial data, due to the lack of detail in the way revenue is recorded (see Section 1).
Therefore, we scheduled follow up interviews with ESCs identified as outliers to discuss and
gather information in regard to the results of this analysis. While these conversations yielded
information identifying specialized or unique programs that have generated significant revenue
for some ESCs, there were multiple mentions of reporting discrepancies that may have resulted
in skewing the analysis. The outcomes of these follow up meetings identified the following
potential causes:

e One outlier identified that revenues and expenditures cross over multiple years, which
potentially inflated the revenue in the year of this analysis. Another indicated that
member districts owed money that wasn’t paid until the following fiscal year, deflating
the revenue in the year of this analysis.

e One outlier identified that during the fiscal year used in the analysis, the revenue from a
council of government (COG) flowed through its General Fund, skewing the analysis.

e One outlier with a significantly lower revenue generation ratio uses an Internal Services
Rotary Fund to account for the programs offered and payroll services, which is the bulk
of their revenue. This fund was excluded from operating revenue significantly skewing
its ratio.

e One outlier, the smallest ESC in the state, indicated that due to the small student
population of their member districts, direct public funding was minimal and therefore less
revenue needed to be generated from service provisions to achieve the same or greater
additional revenue per dollar of direct public funding than an ESC with a larger student
population.

In conclusion, lack of detail needed to identify revenue generation by service offered or by
customer and the reporting discrepancies explained above resulted in the inability to identify
specific opportunities for ESCs to generate revenue using this analysis. However, uniformity and
transparency of data (Section 1) and the model used to calculate the direct public funding
(Section 2) were identified as areas in which further review was warranted.
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Appendix J: Operating Margin

One method of determining the efficiency and effectiveness of an ESC is to examine operating
margins. Effectiveness can be partially attributed to an ESC’s ability to maximize revenues while
efficiency can be attributed to the ability to control expenses. Operating margins provide a
possible gauge on these two areas because they are determined by taking an ESC’s results of
operations relative to revenues. ESCs that can effectively generate a higher level of revenues
and/or successfully control expenses will generally have higher operating margins while those
that do not will have lower.

An analysis of general fund operating margins was completing using data from FY 2018. The
general fund is used because these are discretionary resources, for which, ESCs have the most
control over spending as these funds are available for any purpose. Using a histogram for
analysis enables an examination of the shape and spread of data using bars to show the frequency
of data points within each interval.

General Fund Operating Margin
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General Fund Operating Margin

Source: ESCs
Note: Lawrence County ESC has been excluded.

17 ESCs had operating margins that were between 2.0 percent and 4.0 percent as witnessed by
the peak value bars in this range. Overall, the average ESC had an average operating margin of
1.9 percent.
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General fund operating margins were also analyzed by group in order to identify any outstanding
ESC group(s) and to identify outliers in relation to their groups. Below is a boxplot of this
analysis. Boxplots are a common explanatory data analysis technique that shows shape, central
values, and variability of group data sets.
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Group 4 had the highest median operating margin (2.9 percent) signifying that the typical ESC in
this group had the highest return relative to revenues. Also, Group 4 had the largest range of
operating margins, extending from negative 7.2 percent to 11.3 percent.

Outliers are statistically identified values determined from the quartiles of the data set. The
interquartile range (IQR) represents the middle 50 percent of the data points (equal to the data set
between the 75" and 25" percentiles). Outliers are any value that falls outside of 1.5 times the
IQR. In examining the revenue generation ratio, outliers were identified in both the network wide
analysis as well as the group analysis. We examined the outliers in more in-depth to determine if
ESCs with these resulting values differ methodologically.

A separate statistical analysis identified three outliers when examining the general fund operating
margins of all 52 ESCs and six outliers when examining the general fund operating margins by
group. It is important to identify both types of outliers, even those that lag the median, for further
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individual analysis. While analyzing those that exceed the median could provide feedback on
practices or operating or structural changes that could be adopted by other ESCs to increase
margins, it is equally important to analyze those that are outliers below the median to determine
operational areas or traits that may contribute to significantly lower margins. We first attempted
to evaluate the financial data of each respective outlier in detail to see if we could identify
potential areas or specific practices in place that may be contributing to the results.

We were unable to examine the operating revenue relative to specific service offerings due to the
lack of detail in the way general fund revenue and expenditures are recorded (see Section 1).
Therefore, we scheduled follow up interviews with ESCs identified as outliers to discuss and
gather information in regard to the results of this analysis. While these conversations yielded
information identifying potential practices that may be contributing to operating margins, there
were multiple mentions of reporting discrepancies and one time operational practices that may
have resulted in skewing the analysis. The outcomes of these follow up meetings identified the
following potential causes:

e One outlier identified that they are experiencing growth, and may end a fiscal year with a
higher balance in the general fund, just to reinvest that money in new programs the
following year.

e One outlier identified that their one-time cost of moving to a new facility, which resulted
in a $2.5 million capital outlay expense, inflated expenditures in the year of this analysis.

e One outlier identified that they had recently hired a new staff position, as well as that
member districts owed them money that wasn’t paid until the following fiscal year,
deflating the revenue in the year of this analysis.

In conclusion, lack of detailed financial data to identify revenue and expenditures by service
offered and the reporting discrepancies explained above resulted in the inability to identify
specific opportunities for ESCs to maximize revenue and/or control expenses. In addition,
examining operating margins over multiple years, rather than a snap shot in time, would provide
a more accurate picture of efficiently and effectiveness.
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