ACTION: QOriginal DATE: 04/08/2013 8:39 AM

CSl - Ohio

The Common Sense Iniliative

Business Impact Analysis

Agency Name:__Office of Community Schools, ODE

Regulation/Package Title:__Standards fomeasuring sponsor compliance with applicable
laws and rules.

Rule Number(s) 3301-102-08

Date: February 13, 2013

Rule Type:
X New ] 5-Year Review
CIAmendments [0 Rescinded

The Common Sense Initiative was established tiyxecutive Order 2011-01K and placed within the
Office of the Lieutenant Governor. Under the CSlinitiative, agencies should balance the critical
objectives of all regulations with the costs of conljance by the regulated partes. Agencies should
promote transparency, consistency, predictability, ad flexibility in regulatory activities. Agencies
should prioritize compliance over punishment, and tdhat end, should utilize plain language in the
development of regulations.

Regulatory Intent

1. Please briefly describe the drafregulation in plain language.
Please include the key provisions of thegtgation as well as any proposed amendments.

How these rule actions trigger the CSI Process:

Pursuant to Am. Sub. H.B. 555, the Ohio Departnoéfitducation (ODE) isequired to develop and
implement an evaluation system that rates eatity that sponsors a community school based upon
three components:

¢ the academic performance of students enrolled in community schools sponsored by the same
entity;

e adherence to quality sponsoring practipesscribed by the department; and

e compliance with applicable laws and adretrative rules in accordance with section
3314.016(B)(1) of the Revised Code.e¢Bon 3314.016 of the Revised Code)
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According to statute, each component of thewatadn system will be rateexemplary, effective or
ineffective and each component contributes tirel to the overaltating of a sponsor’s
performance. Sponsors that are rated “ineffective” by their overall ragygcontinue sponsoring
community schools in operation at the time thegpis given, but thesgponsors are prevented
from sponsoring new community schools until therssor’s overall rating oves from ineffective
to effective or exemplary.

The State Board is required tdagpt rules for one of ththree components, the sponsor’s compliance
with applicable state laws amdles governing all sponss of community schools. The proposed rule
applies to all sponsors of community schools. Themqt@l negative business jiact is that a sponsor
rated ineffective for the compliance componeiik rave an increased likelihood of receiving an
ineffective overall rating. A sub-set of sponsors, those that are federal non-profit entities approved by
ODE to sponsor new start-up community schoolscansidered businessed! éther entities that
sponsor community schools are pualdgencies (traditional publschool districts, including joint
vocational school districts, and educational sergergers). The proposed rule will have a potential
negative business impact on thibset of federal non-profit sponsaf one of these sponsors is
evaluated as ineffective for the compliance compqraamd receives an inefféaee rating on one or more
of the two remaining components which came the sponsor evaluation system.

For over a year, ODE has been working collaboratiweéth community school and sponsor stakeholder
agencies and groups to develop a sponsouatiah system, known as the Sponsor Performance
Review process. The Sponsor Performance Rewdemently being piloted, includes the compliance

that is the subject of irule. Representatives from the ORissociation of Charter School Authorizers
(OACSA - sponsors), Ohio Association of Haliharter Schools (OAPCS — schools and some
sponsors), Ohio Coalition of Quality Educati@CQE - schools and sponsors), and the Ohio
Authorizer Collaborative (OAC f®nsors) are part of the Spon&arformance Review workgroup and
participated in designing the compliance and quabiyiponents. The subject of the proposed rule is not
only well known to these stakeholders, but wasated with the input of these organizations.

Background:

In Ohio, community schools, known alarter schools in other statasg public schools of choice. The
schools are created when an entiyled a sponsor enters into a cant with representatives of the
proposed community school. The community schookmact executed between the sponsor and the
governing authority of the community schootlarizes the school'spening and operation.

There are two types of community schools, conversamasnew start-ups. Conversions may be opened
in any district, as authorizday the school district, including aija vocational school district, or
educational service cent@SC). New start-up community schoolg &imited in their location to school
districts known as “challenged” school districad only certain sponsors are permitted to authorize
them.
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Community school contracts are defined in law and eacst include a list of requirements per section
3314.03 of the Revised Code. Every sponsor is atdijto monitor and oversee each sponsored
school’s compliance with all statend federal laws and the requirements of the community school’s
contract. The sponsor’s monitoring and oversigbpoasibilities are also outlined in law and further
explained in rule (division D of section 3314.03loé Revised Code and Chapter 3301-102-05 of the
Administrative Code, respectivelylhe proposed rule covers the spofsogquirement to monitor each
community school’'s compliance with its comtt and applicabllws and rules.

As noted earlier, most community school sponsagablic entities and theak not subject to the
requirements of CSI; however, a federal non-pmaitity that sponsors a community school is
considered a “business.”

In summary, the proposed rule covers one of theetbomponents of the nesponsor evaluation system
and the only component for which rules must be astbfite., compliance with applicable laws and
administrative rules in accordance with sec8814.016(B)(5) of the Revised Code). The compliance
review is one of three ratings efjual weight that comprise the sponsvaluation system, as defined in
section 3314.016 of the Revised Code, amehgedim. Sub. H.B. 555. Under this compliance
component, contractual elementawin directly from statute (seoti 3314.03 of the Revised Code) and
which must be monitored by the sponsor form tresoaf the sponsor’s compliance with its monitoring
obligations. These elements cover the categoribsalth and safety, edugn programs, finance,
school operations, and governance. The draft rgledes elements which have been developed and
agreed upon by a working group composed ofralrar of stakeholder agencies and groups, in
partnership with ODE, working together for over a y&dre law specifies the ting labels to be used
and the rule provides the standards for each |8asled upon the findings from the compliance review,
each sponsor shall receive a rating of exemplary,teféeor ineffective for this part of the sponsor
evaluation. Additionally, this ratingill contribute to an overall rating of the sponsor as exemplary,
effective or ineffective.

2. Please list the Ohio statute authorizig the Agency to adopt this regulation.

Am. Sub. H.B. 555 requires the State Board to addps that prescribe standards for measuring
compliance with applicable stdtavs and rules governing all spans of community schools (Section
3314.016(B)(5) of the Ohio Revised Code).

3. Does the regulation implement federal requirement? Is the proposed regulation being
adopted or amended to enable the state to t#in or maintain approval to administer and
enforce a federal law or to paricipate in a federal program?

If yes, please briefly explain the source @substance of the tieral requirement.

No. The rule does not implement aéegal requirement nor is it relaviato the state’s relationship to
federal programs. The rule does reinforce the sponsmésas an overseer of its community schools’
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compliance with federal law, but the departmentle with federal programs isot altered in any way
by a sponsor’s role with its schools.

If the regulation includes provisions not speciftally required by the federal government, please
explain the rationale for exceeahg the federal requirement.

The proposed regulation does not implement a federal requirement and does not exceed federal
requirements.

4. What is the public purpose for this regulation (ie., why does the Agency feel that there needs
to be any regulation in this area at all)?

Community schools were created to be a higdityupublic school optionSponsors authorize and
monitor community schools and mattecisions regarding community school’s continued operation.
Sponsors are regarded as the “first-line” qualdptrol gatekeepers for community schools under their
sponsorship. The department is required to agvahd implement an evaluation system that rates
sponsors based on three components. The threparents include the academic performance of
students, adherence to quakgonsoring practices, and compka with applicable laws and
administrative rules in accordance with secti8t8016(B)(1) of the Revised Code. Pursuant to Am.
Sub. H.B. 555, the proposed rule prescribasddrds for measuring community school sponsor
compliance with applicable state laws and rulegegning all sponsors of oanunity schools (Division
3314.016(B)(5) of the Ohio Revised Code).

5. How will the Agency measure the success ofihregulation in terms of outputs and/or
outcomes?

Success of the regulation is ultimately measuradnms of the achievement and operational compliance

of each sponsor’s cohort of authorized comityuschools, and in the shorter term, through a
demonstration of sponsor compliance with theiigattions and the qualitgf their practice.

Development of the Reqgulation

6. Please list the stakeholders included by the Agew in the development or initial review of the
draft regulation.

For more than a year, members of the Ohio Aisgimn of Charter School Authorizers, the Ohio
Coalition of Quality Education, éhOhio Association of PubliCharter Schools, the Thomas B.
Fordham Foundation and Reynoldsburg City School$(pait of the Ohio Authorizer Collaborative)
have been working with the department to dewe Sponsor Performance Review, which includes
standards for measuring compliance with applicalaliee $aws and rules. Adanally, stakeholder input
was actively sought through individual meetingth statewide community school and sponsor
organizations, a webinar and the departmenmhtaias ongoing communication and dialogue with
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community school stakeholders. Sthklders representing or associatgth the following groups have
been actively involved and includedtime rule development process:

e Sponsors & community schools- Using the department’s liserve for community school
stakeholders, subscribers were provided withahitiformation on the rule development process
and timeline, which included an invitationreview the rule posted on the OCS website and
provide comments via the community schowlil box or participate in a webinar.

e OACSA (Ohio Association of Charter School #harizers), the primary professional
organization for sponsors of community scheelsngoing information presented to members.

e OCQE (Ohio Coalition for Quality Education), ¢leading grassroots advocate for public
charter schools - provided an invitation to review and provide comments directly or via the web
survey.

e OAPCS (Ohio Alliance of Public Carter Schools), the largest iBlprofessional organization
for community schools — providesh invitation to review and pvide comments directly or via
the web survey.

e Sponsor Performance Review Workgroup- members representnan-ODE approved sponsor
of new start-up and conversion community schaafsapproved sponsomd representatives of
OAPCS, OCQE, OACSA and the Ohathorizer Collaborative.

e Buckeye Charter School Boards Associationshared rule and webinar information.
e General Population— posted on ODE’s website.

e State Board Committee Presentations- Introduced the topic, pviding general information on
the proposed rule ardceiving general input.

e ODE staff — A presentation was hetdr department staff.

e Webinar: Statewide stakeholder piaipation in a webinar.

8. What input was provided by the stakeholders, @d how did that input affect the draft regulation
being proposed by the Agency?

Overall, there was either geneaglproval or lack of comment abdbe proposed changes. One sponsor,
who is a member of the Sponsor Performance Rewieikgroup, expressed concern that the standard
for achieving an exemplary rating was too high. Woekgroup as a whole, however, set this standard
and no other sponsor has offered a similar objection.

9. What scientific data was used to develop the te or the measurable outcomes of the rule?
How does this data support the regulation being proposed?
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The department is not aware of any scientfita regarding a sponsevaluation system and

specifically, rating how well a sponisdoes in carrying out its monitoring obligation. Regarding the
sponsor’s role with respect toetlperation of community schoolsetNational Associain of Charter
School Authorizers (NACSA) has compiled infortioa about sponsorship from across the country.
NACSA has worked to identify practices assamatvith sponsors who focus on the quality of
charter/community schools — sponsors that use ngapproving new schools; use rigor in making
contract renewal decisions; an@ @onscientious in maoring their schools. The department has used
NACSA's principles to developstSponsor Performance Review and has reviewed the proposed rules
for alignment with promoting besponsor practices in order to idince the creation and continuation

of academically and operationally successful community schools.

10.What alternative regulations (or specific provisons within the regulation) did the Agency
consider, and why did it determire that these alternatives were not appropriate? If none, why
didn’t the Agency consider regulatory alternatives?

The agency did not consider alteticia regulations as its only authority promulgate rules comes from
Chapter 3314 of the Revised Code. Pursuant toSuh. H.B. 555 the State Bahis required to adopt
rules that prescribe starrda for measuring community school spansompliance with applicable state
laws and rules governing all sponsors of comityusthools (Section 331016(B)(5) of the Ohio
Revised Code).

11.Did the Agency specifically consider a pedrmance-based regulation? Please explain.

The proposed rule does not dictatdetailed prescriptive processrégulate sponsor compliance, but
they are performance-based in the sense thapitesor has to demonstrate its monitoring compliance
and based upon that demonstration, the sponsoreeéiving a rating. The draft rule uses the statutory
framework and amplifies and explains the measures for verifying a sponsor’'s compliance with
monitoring a sponsored community school's adherémsgéatutory requiremescovering the areas of
health and safety, education programafice, governance éschool operations.

12. What measures did the Agency take to ensthat this regulation does not duplicate an
existing Ohio regulation?

No other rules speak to standards for measuring speonspliance with applable laws and rules.

13. Please describe the Agency’s plan for imganentation of the regulation, including any
measures to ensure that the regation is applied consistently ad predictably for the regulated
community.
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The department will make tramgs, in-service supports, webinarsnsultations, and other professional
development opportunities available to commusitiiool sponsors, community school governing
boards and staff, and other stakeholders. Thesengféewill be designed to provide an understanding
and working knowledge of the ratiale and requirements establishedhe rules. The professional
development activities will focus on providing staketess with opportunities tacquire the knowledge
and skills needed to consistently implemigat requirements established in the rules.

Adverse Impact to Business

14. Provide a summary of the estimid cost of compliance with theule. Specifically, please do
the following:
a. ldentify the scope of the inpacted business community;

One subset of sponsors, federal non-profit organizsould be impacted if the sponsor is rated
insufficient in its monitoring compliance and it isalrated insufficient on ¢éhother two components in
the sponsor evaluation. A ratingiokufficient on the compliance component alone does not restrict a
sponsor’s authority. However, a sponsor withoaarall rating of insuftient (across all three
components) is unable to sponsor additional community schools.

b. Identify the nature of the adverse impact (., license fees, fire employer time for
compliance);
A sponsor with an overall rating ofsufficient can continue to sparsts current set of community
schools, but its ability to expand gponsorship is curtailed until such time as it no longer has an overall
rating of insufficient. This potential limitationould limit the sponsor’s opportunity for additional
revenue from sponsorship fees.

c. Quantify the expected adversémpact from the regulation.

The adverse impact can be qui#ied in terms of dollars, hours to comply, or other
factors; and may be estimaddor the entire regulated population or for a “representative
business.” Please include the source for your information/estimated impact.

A sponsor can require a sponsorship fee of up t@B8&community school’s state foundation funds.
Taking an average of 2011-2012 annual revenstaite funds for site-based community schools
(eschools are restricted in numbetegiased schools are not), and g 3% to that average, yields
up to $35,100 in annual sponsorship fees per scAaponsor that is rated insufficient in its
compliance rating has an increased likelihood of beaeg insufficient in its overall rating and thus
potentially limiting its revenue growth if it were aiple to authorize additional community schools.

15. Why did the Agency determine that the regulaty intent justifies the adverse impact to the
regulated business community?
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Sponsors are the front line in approving, ovarggantervening and making decisions about the
continued operation of communityrsmls. The regulatory intent is jifgéd by the state’s obligation to
take all actions necessarypromote high quality communischools through exercising its monitoring
and oversight of sponsors. High quality community schasn the best interest of Ohio’s students.

Requlatory Flexibility

16. Does the regulation provide any exemptiora alternative means of compliance for small
businesses? Please explain.

No. There are no such avenues available in stahdeno authority given to the department to make
alternative means of otpliance available.

17. How will the agency apply Ohio Revised Cod&ection 119.14 (waiver of fines and penalties for
paperwork violations and first-time offenders) into implementation of the regulation?

Not applicable. There are no associateddior penalties fqgraperwork violations.

18. What resources are available to assist smallisinesses with compliace of the regulation?

There are numerous resources kade to sponsors to assist themunderstanding their monitoring
obligations for community schools. The departme®fce of Community Schoolssole function is to
provide general information, guidan@ad technical assistes regarding all aspects of sponsorship and
community schools. Additionally, other offices at the department are available for content specific
assistance. The department, by its@lfl in partnership with severahtdwide organizations serving the
community school population, provides informatioongurcts, newsletters, content specific updates,
webinars and in-person workshops on topitatee to overseeing community schools. OACSA,
OAPCS, the National Association of Charter Schodh&uzers and the U.S. Department of Education
also serve as resourcedite community school population.
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