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To Members, L egidativePost Audit Committee

Senator LynnJenkins, Chair RepresentativeLisaBenlon, Vice-Chair
Senator Anthony Hendey Representative John Ballou

Senator DaveKerr RepresentativeJim Garner

Senator Derek Schmidt Representative Dean Newton

Senator ChrisSteineger RepresentativeDan Thimesch

Thisreport containsthefindings, conclusions, and recommendati onsfrom our compl eted
performance audit, School District Budgets: Deter mining Waysto Structurethe Budget
Document to Make it Under standable and Allow for Meaningful Comparisons.

Thereport includessevera recommendationsfor theL egidature, including, amending
K.S.A.79-2927 toremovetherequirement that districtshaveto budget to spend all therevenues
availabletothemin certain operating funds, and requiring school digtrictstoincludetherevenues
and expendituresassociated with all grantsand mi scellaneousincomeinall budget documents
they prepare. Weal so recommended that the appropriatel egid ative committeescreateatask
forceto study school budget formats, or request aninterim study onthistopic, beforeany deci-
sionismadeto adopt astandardized format.

Wea so madeanumber of recommendati onsto the Department of Education, including,
ensuring that theK -12 expendituresK ansasreportsto the National Center for Education Statis-
ticsaremore comparableto theinformation reported by other states, and taking stepsto stan-
dardizemoreof theinformation collected from school districts, such asstudent popul ationand
gaffingcounts.

Finally, wemade specific recommendati onsto theschool districtsinour sampleto
improvespecific budgetary practiceswereviewed, such asproperly categorizing expenditures
andreducinglargecarry-over balancesinvariousoperating funds.

Wewould be happy to discusstheserecommendationsor any other itemsinthereport
withany legidativecommittees, individud legidators, or other Stateofficials.

-

BarbaraJ. Hinton
LegidativePost Auditor

800 SouTHWEST JACKSON STREET, SuiTe 1200
1 — TorekA, KANsAs 66612-2212
N - TeLEPHONE (785) 296-3792
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EXECUTIVE SUMMARY

LecisLATIVE DivisioN oF PosTt AupiT

Background

State law requires school districts to adopt an official budget and file it with the State
Department of Education. Each year, the locally elected board of education of each school
district must adopt and publish an official budget. Establishing this annual budget can be a
months-long process and varies from district to district, but the final budget must be filed with the
county clerk and the Department of Education by August 25. This budget cycle is unique in that
the fiscal year has already started when the final budget is prepared, and this cycle leaves little
time for public review.

Current school district budgets are categorized by fund. Budget documents that local
boards of education currently approve can vary in format, amount of information, level of detail,
categories, and the like. However, State law requires districts to submit the budgets approved
by their local boards to the Department of Education in a uniform classification format that
classifies budgeted and actual expenditures for up to 40 statutorily authorized funds, some of
which have up to 100 separate line items.

State aid accounts for more than half of school districts’ reported funding sources. Most
State aid is distributed in the form of Base State Aid per Pupil, but districts also receive additional
State aid for programs such as special education, inservice education programs, and capital
improvements. The State also pays employer contributions for school district employees who
are members of the Kansas Public Employees Retirement System (KPERS). Local and county
funding sources account for about one-third of the districts’ reported funding sources, while
federal sources account for 3%. Districts may receive other moneys in the form of grants or
gifts that aren’t accounted for in one of the statutorily authorized funds, but do appear in each
district's CPA audit.

School districts’ biggest expenditures are for classroom instruction. In fiscal year 2000,
districts spent about 50% of their total budgets on Instruction. This figure increases to 56%
when you look only at operating expenditures, which exclude bond and interest and capital outlay
expenditures. Other large categories of expenditures include administration, operations and
maintenance, and student and instructional support.

Question 1. What Changes In School District Budget Documents
Are Needed To Make Them More Useful To
District Officials and the Public?

The problems we identified with districts’ budget processes ranged
from fundamental and systemwide flaws to inconsistencies among
districts, to a lack of clarity in reporting. During this audit, we reviewed
and compared the budgets for 4 sample school districts—Manhattan,
Salina, Topeka, and Wichita. As we came to understand the budget
process used by Kansas school districts, we learned of problems with the
process in general, how numbers were not reported accurately or meaning-
fully, or how one district’s budget was reported differently from another.
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The provisions of two State laws are causing districts to significantly
overstate some expenditures in their budgets and exclude others.
State law requires school districts to budget to spend all the revenues
available in certain funds, which forces them to artificially inflate their
projected expenditures for the budget year. Because districts must budget
to spend an amount equal to their revenues, no carryover balances can be
shown. Budget expenditures are thereby inflated by the anticipated
carryover amount, which is often several million dollars.

In addition, interpretation of another State law has resulted in school
districts excluding significant amounts of money from the regular budget
process—including federal entittement grants that accounted for at least
$115 million in expenditures in fiscal year 2001. Although some information
on these entitlement funds is collected separately, the information isn’t part
of the district’s regular budget information, and isn’t reported to the National
Center for Education Statistics. Including all grants and other miscella-
neous revenues and expenditures in the regular budget process would
provide more complete information on what districts are really spending,
make in-State comparisons more useful, and would make national
comparisons more accurate and meaningful.

Kansas school districts don’t report important information in their
budget documents, or don’t report certain information consistently.
The staffing information districts report doesn't tie to staffing expenditures in
their budgets because they exclude federal entitlement grants and other
miscellaneous income from their reported expenditures, but include the
staff hired with those funds in their reported staffing levels. Also, complete
enroliment information isn't provided that would allow district costs to be
compared on a uniform basis. The Department of Education doesn’t
currently collect complete FTE enrollment information on all students who
may be enrolled in school districts’ programs, including pre-kindergarten,
adult education, and post-secondary vocational-technical students. Thus,
comparisons currently have to be made using all of a district’'s costs, but
only part of their enroliment.

Some school districts mis-categorize or mislabel expenditures in
either their local budgets or the ones they submit to the State. For 2
districts we reviewed, we noted that their systems are set up to incorrectly
categorize some expenditures as “instruction”, and not in accordance with
the accounting handbook issued by the Department. We also found that
the way some expenditure categories were labeled in local budget docu-
ments masked the purpose of those expenditures, such as $1.7 million for
supplies within a category called “business office” in the Special Education
Fund, which was actually for unexpected contingencies.

We identified a host of other problems related to the local budget
documents districts use. Some of the more significant problems
included a lack of appropriate expenditure comparisons, little or no
explanation of significant changes in expenditures, and lack of information
about district mill levies.
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We developed a new format for school districts’ local budgets that
consolidates categories, includes all revenue and expenditure
information, and provides more summarized and understandable
budgetary information. An example of the full budget format (with
numbers filled in for the Topeka school district wherever possible) is
presented as a separate document, which should be reviewed in conjunc-
tion with this report. Complete budgets in the new format for the Wichita,
Manhattan, and Salina school districts also are available from our office on
request. Under the new format, information about districts’ budgeted
expenditures for 2001-2002 would have made each district’'s spending
proposals and priorities much clearer.

The new format likely will create some additional work for school
districts and the Department of Education. Although we tried to
minimize the amount of “new” information school districts would need to
compile or track over time, several things are different, including: reporting
of revenues and expenditures from federal entitlement grants and other
miscellaneous income in the regular budget process, tying staff to
budgeted salary amounts, and reporting of staffing levels and other
information by school, but not expenditures by school.

This format should be viewed as a first step in improving school
districts’ local budget documents, but should not be viewed as a
finished product. Kansas school districts’ local budgets and practices
have been shaped over time by the myriad of laws and regulations that
govern them, by the capabilities of their accounting systems, by the
processes each district has established to “crunch” and review the
numbers, and by the formats they have to follow in submitting their
approved budgets to the State. Many issues that still need to be ad-
dressed, including: deciding how the additional information called for in the
new budget format would be collected, compiled, and reported uniformly;
ensuring that districts agree on how certain expenditures should be
recorded, and recommending a workable time frame for implementation of
a new format.

During this audit, we also looked at several issues involving the ... .. page 28
appropriateness of districts’ ending balances or transfers. We noted

that the Topeka and Wichita school districts exceeded federal limits on the

carryover balances allowed in their Food Service Funds. We also found

that 2 of the 4 sample districts had carryover balances in operating funds

that were significantly higher than the other districts. Finally, we looked to

see if unnecessary transfers made to operating funds contributed to higher

balances, but concluded that wasn’t such a problem with the 4 sample

district during the 2000-2001 budget year.

Question 1 Conclusion

Question 1 Recommendations.
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Question 2: How Can the New Budget Format Be Used To
Improve the Efficiency of School District Operations?

The new budget format will be a tool to help district officials and
others identify where operating costs may be out-of-line. Differences
in costs between districts may be due to one district operating more or less
efficiently, but they also may be caused by a variety of factors that have
little to do with efficiency, such as whether a district hosts a special
education cooperative, and how districts classify and report their expendi-
ture and other information. Although the new budget format can’t provide all
the answers, the expenditure and comparative information that is provided
in the new budget format can be used to identify spending areas that
appear out-of-line.

Our comparisons of the 4 sample districts showed that each district  ............... page 35
is unique in terms of their level of spending and what they spend
their money on. The reader is cautioned that some of the comparisons
shown in the new format aren'’t as useful as they would be if every district
were reporting complete and consistent information. Nevertheless, some
of the main variations we saw among the districts included: Wichita spent
the least in terms of dollars per student, and had the most students, which
could represent economies of scale; Topeka had the highest level of ending
cash balances in their operating funds and as a percent of expenditures—
nearly twice the level maintained in Salina; Salina spent the least on
operations and maintenance, likely because it has the fewest number of
staff on a square foot basis; and Manhattan spent the most per student for
supplies, likely due to the fact that Manhattan made a large textbook
purchase that year. Additional benchmarks may be available for future
comparisons.

Question 2 Conclusion  «oeveennene page 52
APPENDIX A: Scope Statement — «ceoeveee page 53

APPENDIX B: Allowable Transfers and Any Applicable  ............... page 55
Restrictions on those Transfers

APPENDIX C: Standard and Poor’s School Evaluation Service  -cooveeeenn. page 56

APPENDIX D: Audit Responses  .....cc..ce... page 58

This audit was conducted by Chris Clarke, Scott Frank, Katrin Osterhaus, and LeAnn Schmitt. Leo
Hafner was the audit manager. If you need any additional information about the audit’s findings,
please contact Ms. Clarke at the Division’s offices. Our address is: Legislative Division of Post
Audit, 800 SW Jackson Street, Suite 1200, Topeka, Kansas 66612. You also may call us at (785)
296-3792, or contact us via the Internet at LPA@Ipa.state.ks.us.
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School District Budgets: Deter mining Waysto Structure the
Budget Document to Make it Under standable and

Allow for Meaningful Comparisons

The State currently provides about $2.3 billion in financial
assistance to school districts, which accounts for more than half the
State' stotal General Fund budget. Recently, citing inadequate
funding from the State, the State Board of Education has called for
increasing State aid by more than abillion dollars over the next
severa years.

L egislators have expressed concerns that the current budget
documents used by Kansas school districts make it difficult to
know how much money adistrict istaking in, and how that money
isbeing spent. Another concern isthat the current budgets don’t
allow for comparisons to be made at the individual school level,
which precludes identifying specific areas where costs may be out
of line. There’'salso ageneral concern about the level of
accountability the current school budgets provide for the billions of
dollars being invested in K-12 education.

This audit answers the following questions:

1 What changesin school district budget documentsare
needed to make those budgets mor e useful to district
officials and the public?

2. How could the new budget documents be used to
improve school district operations?

To determine what changes are needed in the current budget
documents, we reviewed budgeting or accounting data for 3 budget
years for asample of school districts—both the internal budget
documents approved by their local boards of education, and the
approved budgets that are submitted to the Department of
Education in the State-prescribed format. We chose Wichitaand
Topekato represent large school districts, and Manhattan and
Salinato represent more medium-sized districts.

We dso interviewed district officials and a sample of current
school board members, aswell as officials from the Kansas
National Education Association, the Kansas Association of School
Boards, the State Department of Education, and the Legidlative
Research Department. To gain a better legidlative perspective, we
spoke with legislators who have been school board membersin the
past.
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We analyzed budget data and worked closely with officials from
the 4 districts and the Department of Education to gain an
understanding of Statewide and district budget systems and
practices, and to refine our ideas for a new budget format that
would be easier to understand and provide more meaningful
comparisons. Once the new format was devel oped, we used
information provided in the budgets the districts filed with the
Department of Education to reformat the districts’ budget
information for the 2001-2002 budget year. We aso incorporated
other financial information not reported on the budgets the districts
file with the Department of Education, such as grant and gift
monies.

We obtained data used for Statewide averages, staffing
information, food service and transportation cost comparisons from
the Department. With this data we compared our sample districts
with each other, with peer groups, or with Statewide averages
where we could. We followed up on anumber of analyses that
showed our sample districts to be significantly different from
average.

A copy of the scope statement for this audit approved by the
Legidative Post Audit Committee isincluded in Appendix A. For
reporting purposes, we separated the original question into 2
guestions.

In conducting this audit, we followed all applicable government
auditing standards. Our findings begin on page 9, following a brief

overview.
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Overview of School District Budgeting

State Law Requires
School Districtsto Adopt
an Official Budget
And File It with the State
Department of Education

Annually, the locally elected board of education of each school
district must adopt and publish an official budget, which becomes
the financial plan for the coming school year. Although
establishing the annual budget can be a months-long process and
varies from district to district, the process and the basic timeframe
for carrying out budget activities are outlined below.

January to May — Typically during thistime period, district
officials begin assessing and planning for their financial needs for
the upcoming year. Activities may include gathering budget
requests from individual schools, holding workshops with
members of their local boards of education, or meeting with
subcommittees of the board, which may include members of the
public.

June —Usually, at thistime school districts can begin to firm up
their budget numbers because that is when certain information
needed to make budget estimates becomes available, including:

® Resultsof teacher negotiations. Teacher salaries and benefits
are aschool district’ s largest expenditure. Negotiations leading
to a contract between the teachers association and the district
typically start in early February. Most negotiations are
completed by the time school starts, but some may last longer.

® | egidative changes: Any changesthe Legislature makesin
deciding on the amount of Base State Aid per Pupil or other
State funding will impact how much revenue will be available
for budgeting. Thisistypically finalized by the Legidaturein
early May. District staff then make calculations and
projections based on the revenue figure.

® Assessed property values within districts: The county clerk
notifies the school districts of the estimated assessed valuation
around June 30. Districts will use the assessed property values
to determine the mill levy rate they need to authorize to receive
the amount of local property tax needed in their budget.

® Ending cash balancesin certain funds. State law currently
requires school districtsto force their budgeted expendituresin
certain funds to equal total sources of funding. Because any
carryover balance in those funds becomes a source of funding
for the new budget year the amounts of those balances have to
be known before any budgeted expenditure amounts can be
entered in the budget document.
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July — After creating a draft budget document incorporating the
information above, districts fine-tune their budget documents and
may hold informational meetings with their boards to educate them
about various parts of the budget. State law requires school boards
to meet by August 1 each year to prepare a budget document.

August — Once the budget is complete, the district is required to
publish the actual expenditures and tax rates for two prior years
and the proposed budget and tax rates, by fund in the local
newspaper. The publication aso gives notice of the public hearing,
which must be at least 10 days from the date of publication. The
public hearing allows citizens of the district to ask questions and
provide input.

After the public hearing, districts finalize their budgets. The final
budget must be filed with the county clerk and the Department of
Education by August 25. Once the final budget isfiled with the
Department, the district can’t spend more than the amount
budgeted without repeating the budget publication and public
hearing processes.

Thisbudget cycleisuniquein that thefiscal year hasalready
started when the final budget is prepared, and this cycle leaves
littletimefor public review. Asthe discussion above shows,
because school districts must wait on certain information to be able
to assemble a complete budget document, they can’t produce the
document until sometime in mid-to-latein July. Because the
deadline for filing the budget with the Department of Education
and the county clerk is August 25th, public hearings would need to
be held by sometimein early-to-mid August. That leaveslittle
time for members of the school board and the public to have access
to acomplete budget document.

Current School
District Budgets Are
Categorized by Fund

Budget documents that local boards of education currently approve
can vary in format, amount of information, level of detail,
categories, and the like. However, the Department of Education
needs uniform informati on—categorized the same way across
districts—for federal reporting purposes, data requirements by the
National Center of Education Services, and for State policy-
makers.

The law requires districts to submit the budgets approved by their
local boardsin auniform classification format that classifies
budgeted and actual expendituresfor up to 40 statutorily
authorized funds, some of which have up to 100 separate line
items. If districts' internal accounting systems don’t match the
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Department’ s accounting system, they must “tranglate” the
information from their approved local budget into the State-
prescribed format.

Here are the main funds:

® Genera Fund: Thisisthe main operating fund for the district.
It'swhere most tax revenues and State aid are deposited. The
budget for the General Fund islimited by Statelaw. There'sa
complex formulawhich sets out what adistrict’s legal maximum
budget in the General Fund can be. Moneysin the fund are used
to finance the general expenditures for the district, including the
overall administration of the district. Examples of the types of
expenditures made from the General Fund include salaries,
supplies, textbooks, utilities, and maintenance. Money ina
district’s General Fund also is a source of funding for
“categorical” funds (see description below) such asthe Special
Education, Food Service, or Transportation Funds. Money may
be transferred from the General Fund into these other funds
subject to statutory limitations on such transfers. Appendix B
shows allowable transfers, aswell as any applicable restrictions
regarding these transfers. By law any moneys|eft in the General
Fund at the end of the fiscal year are deducted from the district’s
State aid for the following year.

@ Supplemental General Fund (Local Option Budget): The 1992
L egislature authorized an additional tax levy for school districts
and created a separate fund called the Supplemental General
Fund to deposit that money into. The levy isreferred to asthe
Local Option Budget (LOB) becauseit is at the “ option” of local
school boards and local taxpayers. To be eligible for alocal
option levy, aschool district hasto be below average in spending
compared with other districtsin Kansas, or adistrict has to adopt
aresolution to do so, which would be subject to protest petition
from the votersin the district. The amount levied under the local
option can’t exceed 25% of the General Fund budget, and some
school districts would be limited to less than 25% according to
provisionsin thelaw. Expenditures from the Supplemental
General Fund generally can be made for the same purposes as
those from the General Fund. An exception: they can’t be used
for lease-purchase agreements involving the acquisition of land
or buildings. Likethe General Fund, money from the
Supplemental General Fund istransferred to finance operations
in other district funds, subject to statutory limitations on those
transfers. Infiscal year 2001, 285 school districts elected to levy
additional taxesfor the Local Option Budget.
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@ Categorical funds. These fundswere created to account for the
revenues and expenditures associated with operating specialized
programs within adistrict. Examples of categorical funds
include the Specia Education Fund, the Transportation Fund,
and the Food Service Fund. Money in these funds can only be
spent for the specific program the fund was established to
finance. A portion of the cost of running these specialized
programsis built into each district’s General Fund budget.
Accordingly, money istransferred from the General Fund and
Supplemental General Fund to supplement other revenues that
may be available to meet the expenses of these programs.

State Aid Accounts for
More Than Half of
School Districts Reported
Funding Sources

Asthe graph in the At-a-Glance box on the facing page shows,
State aid accounted for more than half of school district’s reported
funding sources in fiscal year 1999-2000, or about $2.1 billion.
Most of those moneys are distributed in the form of Base State Aid
per Pupil, but districts also receive additional State aid for
programs such as special education, inservice education programs,
and capital improvements. In addition, the State pays school
districts’ employer contributions for their employeeswho are
members of the Kansas Public Employees Retirement System
(KPERS).

Local and County funding sources accounted for about one-third of
the districts’ sources (about $1.1 billion). These moneys come
from such things as local property taxes, vehicle taxes, and student
tuition or classfees.

Federal sources of funds, which accounted for about 3% of Kansas
school districts' reported funding sourcesin fiscal year 1999-2000
(%121 million), included such things as Federal Nutrition Program
funding (for free-and reduced-price lunch programs) and Medicaid
moneys (for children in special education). In that year districts
also reported beginning balances (carry over from prior year) of
$568 million.

These numbers reflect the amounts districts account for in one of
about 40 funds established for school districts in State law, which
are reported to the Department of Education in the State-prescribed
format. Districts receive other moneysin the form of grants or
giftsthat aren’t accounted for in one of the statutorily authorized
funds. Information on these funding sources appearsin each
district’s CPA audit. Additionally, some districts provide detailed
information about these other moneysin their internal budget
documents, however, some do not. The State budget format has a
section where districts report revenue information for select federal
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School Districts in Kansas

AT A GLANCE

Total School Districts: 304 (448,610.3 FTE students) | Base State Aid Per Pupil (00-01): $3,870
Largest District: Wichita (45,696.1 FTE students) | Avg. K-12 Expenditures Per Pupil (99-00): $7,422

Smallest District: - NesTre Lago (54 FTE students) | Portion of State General Fund Spent On (00-01):
K-12 Education: 52% All Education 67%

Sources of
Funding for Local ($1,125)
K-12 Education e 29%

1999-2000 (a)

(in millions)
Total = $3,928
Federal ($120.8)
3%
State ($2,114) Ca"y'?:{;r ($568)
54% °
| Uses of Funds for Instruction ($1,657)

K-12 Education 49.8%
1999-2000 (a)
(in millions)
Total = $3,329

Food Services ($143)
4.3%

Operations & Maintenance ($318)
9.5%

Administration & Other Support ($363) Miscellaneous ($71)
10.9% 2.1%

Capital Outlay ($209)
6.3%

Transportation ($121)

3.6% Bond & Interest ($184)

5.5%

Student & Instruction Support ($264)
7.9%

(a) The figures represented in these charts are the figures reported to the State Department of Education and don’t
include federal entitlement grants, gifts or miscellaneous income, but do include tuition payments made from one
district to another.
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grant monies, such as Title | (low income/ disadvantaged), and
Title IV (drug-free education). However, thisisonly alimited list
of possible federal grant monies, and doesn’t include private
grants, gifts or expenditure information. Finally, figuresshownin
the charts include tuition payments made from one district to
another.

School Districts
Biggest Expenditures
Arefor Classroom
Instruction

Payments for most of the districts' funding sources are staggered
throughout the year. For example, districtsreceive their first State
Aid payment in September, and their first Special Education
payment in October. Local property tax receipts are distributed in
December and June. And some fundingike State transportation
aid—isn’t provided until the end of the school year.

The graph in the At-a-Glance box also showsthat in fiscal year
2000, districts spent about 50% of their total budgets on
Instruction. Thisfigure goes up to 56% when you look at operating
expenditures, which exclude Bond and Interest and Capital Outlay
expenditures. Other large categories of expendituresinclude
Administration, Operations and Maintenance, and Student and
Instructional support. At the time this report was written, the
Department of Education didn’t have comparable breakdowns for
fiscal year 2001 compiled yet.

Salaries and benefits accounted for almost 70% of the districts
total expenditures-by far the largest category, followed by supplies
(8.8%), purchased services (7.8%), and property and equipment
(6.3%).
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Question 1. What Changes In School District Budget Documents

Are Needed To Make Them More Useful
To District Officials and the Public?

We identified flawsin the laws, policies, and practices related to
school district budgets. Because of the requirements or
interpretations of State law, districts are significantly overstating
some expenditures and excluding others. The exclusion of
expenditures has implications for national statistics that compare
Kansas K-12 expenditures with other states. Staffing, enrollment,
and expenditure information districts report in their budgetsdon't tie
together, and aren’t always reported consistently. Some expenditures
we saw also were mis-categorized or mislabeled. Other problems
related to such things as the lack of meaningful summary categories
for expenditures and inappropriate expenditure comparisons.

We developed a new standardized format for districts local budget
documents that addresses many of these issues. The new format
realigns and summarizes categories of information districts already
arerequired to report to the Department of Education, includes all
revenues and expenditures, and requires more complete and
understandable budgetary information. This new format likely will
create some additional work for school districts and the Department.

Putting the 2001-02 budgeted expenditures for 4 sample school
districts into the new format made each district’s spending
proposals, priorities, and cash balances much clearer. Still, this new
format should be viewed as afirst step forward that will need to be
reviewed and refined to make it as meaningful and useful as
possible. These and other findings are discussed in the sections that
follow.

The Problems

We | dentified with
Districts’ Budget Processes
Ranged from Fundamental
And Systemwide Flaws

To Inconsistencies

Among Districts,

To aLack of Clarity

In Reporting

During this audit, we reviewed and compared the budgetsfor 4
sample school districts— Manhattan, Salina, Topeka, and Wichita.
These districts produce awide variety of budget documents that vary
considerably in format and content.

The more deeply we got into these districts’ budgets, and the more
we understood the workings of the budget process used by Kansas
school districts, the more we realized how many different factors
were affecting the usefulness and comparability of those budgets. At
every turn, we learned of some new problem with the budget process
in general, of another way in which numbers were not reported
accurately or meaningfully, or how one district’ s budget was
reported differently from another.
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Asdescribed in the sections that follow, the factors affecting

school district budgets that we could identify during this audit were
broad-ranging. There are undoubtedly othersthat we couldn’t
discern in the time frame for this audit, or that affect districts
outside our sample of 4.

The Provisions of
Two State Laws Are
Causing Districts To

Significantly Overstate
Some Expenditures

In Their Budgets and
Exclude Others

One law essentially requires districts to overstate their budgeted
expenditures. The other has been interpreted to allow districts to
exclude significant revenues and expenditures outside the regular
budget process.

State law requires school districtsto budget to spend all the
revenues availablein certain funds, which forcesthem to
artificially inflate their projected expendituresfor the budget
year. For the budget information they’re required to submit,
K.S.A. 79-2927 requires districts to report all the revenues antici-
pated to be available from each source for the year being budgeted.
The law also states that “ budgeted expenditures for each fund
shall balance with the budget of revenues...” Thislaw appliesto
any major operating funds within school districts, like Food Ser-
vice and Special Education.

Although it would make sense for State law to say that districts
can’'t budget to spend more than they have available, this law
appearsto go beyond that. It requires districtsto budget to spend
all the revenues available to them in these funds. Thus, if a school
district haslarge carry-over balancesin its Special Education Fund
to make sure it has enough cash-flow throughout the year, district
officials have to prepare a budget showing they plan to spend all
that money, whether they intend to or not. That makes no sense to
us or to any of the school district officials we talked with.

The amounts by which districts have to inflate their projected
expenditures for the budgeted year can belarge. For example, the
4 districts in our sample had the following carry-over balancesin
the funds affected by K.S.A. 79-2927:

4 I

Carryover Balances as of 6-30-01
in All the Funds Affected by K.S.A. 79-2927

Manhattan $3,886,138
Salina $3,686,522
Topeka $11,442,639
Wichita $19,708,285
- J

Requiring school districts to budget to spend all the revenues they
have available distorts budget-year information, makesit
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impossible to d etermine what a district’s actual spending plans are,
and can mask the potential carry-over balance a district anticipates. It
also makes actual-to-budget comparisons meaningless because large
amounts are budgeted for line items when only small amounts are
really being spent. This is shown in the following table.

Budgeted
expenditures
Actual from this fund
2000-2001 and category for
District Fund and Object expenditures 2001-2002
Topeka Food Service Fund—“Other” $7,304 $2,060,132
Area Vocational Technical $0 $2,610,182
School Fund-"COther”
Special Education Fund— $0 $1,721,491
“Other”

Manhattan  Special Education Fund—

“Other” $1,418 $1,202,263

Area Vocational Technical $58,386 $866,640
School Fund-“Other”

Driver Training Fund—"Other” $0 $111,621

Interpretation of another State law has resulted in school
districts excluding significant amounts of money from the
regular budget process—including federal entitlement funds
that accounted for at least $115 million in expenditures in fiscal
year 2001. During this audit, we learned that school districts in
Kansas were not including grants, gifts, donations, and other
miscellaneous income and expenditures as part of the regular
budget process. These include federal entitlement grants for such
things as low income/disadvantaged students and drug-free educa-
tion. For the 4 districts in our sample, the federal entitlement
grants totaled about $22.5 million.

According to Department of Education officials, K.S.A. 12-1663
allows school districts to report federal entitlement grants outside
the regular budget process. That law states:

“Where any public agency receives federal aid through any
federal agency for any purpose to be used alone or with funds
of the public agency, such federal aid may be expended
without regard to budget limitations and over, above or
outside [emphasis added] the budget, and such expenditures
shall not be charged against the budget of the current or any
other budget year of the public agency;....”

PERFORMANCE AUDIT REPORT
Legislative Division of Post Audit
March 2002

11



The Department does require all districtsto report expenditure
information for some of their federal entitlement funds, and that
information is broken into similar categories as reported to the
National Center for Education Statistics (NCES). However, that
information is kept in separate paper files and is not a part of the
“regular” budget information districts submit. In addition, these
moneys are shown in each district’ s annual financial audit.

School district officials cited several reasons for keeping these

expenditures outside the regular budget process:

Districts may get grants throughout the fiscal year, and may not know at the
time the budget is prepared how much money they can anticipate receiving,
so it’sdifficult to know how much to budget for. Further, if these moneys
were deposited into one of the regular budgeted funds, they would be
subject to the budget limits for those funds and couldn’t be spent because
there was no provision in the budget for them.

Some federal grants require separate accounting for the moneys so they
aren’t co-mingled with other moneys and used for non-allowed purposes
Grant years often don’t coincide with the school district’s fiscal year, so it

is hard to match up budgeted and actual expenditures on that basis

We don't think any of these reasons justify keeping such large
expenditures outside the regular budget process. Nor do we think
the problems are insurmountable. For example:

school districts could account for and report these revenues
and expenditures under separate fundsauthorized by the
Legislature, just asthey now do for food service, special
education, and thelike. Districts have to be keeping track of
these grants within their own internal accounting systemsin
order to report the information they do to the Department. To
include that information in the regular budget process, new
funds could be authorized for each federal entitlement grant,
and one or more additional funds could be authorized for the
other grants, gifts, or donations districtsreceive. (To avoid a
proliferation of funds, districts could account for these non-
federal moneys separately in one fund using a separate code-a
common cost-accounting practice.) These funds also could be
established as the equivalent of “no-limit” funds that aren’t
subject to budgetary limitations.

districts could use the expenditure history they already
have for these grantsto help them make reasonable
estimates of the amountsthey expected to receive and spend
in thebudget year. Districts already track actual grant
expenditures from previousfiscal yearsfor the reports they

12
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submit to the Department and for audit purposes. So even if
some grants are on different fiscal year cycles, that expenditure
history would help district officials come up with reasonable
budget estimates. And as noted above, if these funds were
established as “no-limit” funds, districts that received or spent
more than they had estimated could do so without exceeding
any budgetary limits.

Including all grantsand other miscellaneous revenues and
expendituresin theregular budget process would makein-
State comparisons mor e useful, and would make national
comparisons mor e accur ate and meaningful. For thefirst time,
district officials, school board members, and the public would have
acomplete financial picture of the district. However, there are
other compelling reasons, as well:

school districts' reported staffing levels and staffing costs
would match up. When district officials report the number of
staff they have, those figuresinclude staff positions funded by
these federal grants and other miscellaneousincome. Inlarge
districts like Wichita, that can be hundreds of employees.
However, the costs for those staff positions aren’t included in
the actual or budgeted expenditures districts report in their
regular budgets.

mor e accur ate infor mation would be available-both inside
and outside K ansas—-about the amounts K ansas school
districts are spending on such things asinstruction,
administration, and the other functional categories. We
discovered during this audit that the Department of Education
does not include federal entitlement grants districts receive and
spend in the statistical reportsit submitsto the National Center
for Education Statistics (NCES). We also found that other
states apparently do report these federal entitlement grants.
Department officials stated they weren't aware that federa
moneys weren't being reported.

The summary information Kansas school districts report to the
Department of Education shows that federal entitlement funds
accounted for about $115 million in expendituresin fiscal year
2001. If asignificant portion of these expenditures were for
instructional purposes, this reporting difference could help
explain why NCES reports rank Kansas so low compared to
other states in the percent of its school district budgets spent on
instruction.
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There are other possible implications of not reporting these
expendituresto NCES. For example, NCES statistics—and other
national publications and comparisons that rely on them—would
under-report Kansas' K-12 expenditures. This under-reporting also
could affect any average salary figures computed for teachers or
other district staff that were calculated using salary data reported to
NCES.

This discovery could change the findings from our earlier audit,
School District Budgets: A K-GOAL Audit Determining Why Kansas
School Districts Tend To Spend a Smaller Percentage of Their
Budgets on Instruction Than School Districtsin Other States. The
only way to know what implications this discovery might have on
those audit findings would be to do additional follow-up work.

Requiring school districts to include expenditures for federal grants
and other miscellaneous income as part of the regular budget process
would help ensure that correct information is reported to NCES for
comparison with other states.

Kansas School
Districts Don’t Report

I mportant Information In
Their Budget Documents,

Or Don’t Report
Certain Information
Consistently

The system-wide problemswe saw in this arearelated primarily to
staffing and enrollment information.

The staffing information school districtsreport doesn’t tieto
staffing expendituresin their budgets. Given that the majority of
districts’ expenditures are for salaries and benefits, staffing
information can be critical in understanding why their expenditures
have changed over time, or how their expenditures compare with
other districts or Statewide averages.

As noted above, districts' reported staffing levels and reported costs
currently don’t match up. That’s because they exclude federal
entitlement grants and other miscellaneous income from their
reported expenditures, but include the staff hired with those fundsin
their reported staffing levels.

We aso noted that districts' budget documents don’t show the
number of positions funded within the various functional categories
(instruction, administration, student support, and the like). Without
that information, someone reviewing the budget can’'t see how many
positions are being funded with the salary moneys being requested.

Complete enrollment information isn’t provided that would
allow district coststo be compared on auniform basis. The
Department of Education doesn’t currently collect complete FTE
enrollment information on al students who may be enrolled in

14
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school districts’ programs, including pre-kindergarten, adult
education, and post-secondary vocational education students.

Without thisinformation, all comparisons have to be made only on
the basis of the district’'s K-12 enrollment. Essentially what that
doesisinclude al the costs, but only part of the students when
comparing district costs. Asaresult, expenditures for adult
education programs and vocational -technical schools can’'t be
compared on a uniform and meaningful basis.

Some School Districts
Mis-Categorize or
Mislabel Expenditures
In Either Thelr

Local Budgets or the
Ones They Submit

To the State

The problems described below can result in inaccurate or unclear
reporting.

For 2 districtswereviewed, we noted that their systems ar e set
up toincorrectly categorize some expenditures. The
Department has issued a uniform accounting handbook that
provides detailed guidance on how districts should categorize
expendituresin the budget documents they submit to the State.
Reporting expenditure information in accordance with those
guidelinesisimportant, so the Department can accurately and
consistently report certain numbersto the State Board of Education
and the Legislature, to the federal government for funding
purposes, and to the National Center for Education Statistics for
Comparison purposes.

Because districts' own accounting records often aren’t set up with
the same types of accounts and expenditure categories, districts
have developed “ crosswalks’ that tell their computers or
accounting staff how to tranglate their records into the
Department’ s accounting format.

When we reviewed how these crosswalks translated district
accounting records to the State format for a sample of instructional
costs, we noted that they are set up to incorrectly categorize some
expenditures. Some examples are shown in the table at the top of
the next page.

Topeka officials told us they knew their crosswalk was set up this
way for the budgeted year’ sfigures, but said they make manual
adjustmentsto properly account for past years expenditures for
some of theitems. Wichitaofficials also acknowledged that their
crosswalk is set up thisway, but said they make a manual
adjustment to correctly report water and sewer budgeted and actual
expenditures. During the course of the audit we were unable to
verify thisinformation.
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expenditures for the
following....

...were designated to be

crosswalked to the State as...

..when they should have
been categorized as...

In the Wichita school district:

W ater and sewer costs

Instructional Support

Operations and maintenance

Maintenance and repair Instruction Operations and maintenance

equipment

Transportation for a student field Instruction Transportation

trip

In the Topeka school district:

Building additions Instruction Facility acquisition and
Construction

Pest control Instruction Food service operations and

maintenance

District officialstold us the accounting guidelines hadn’t been
revised in many years, and there were some gray areas that make it
difficult to know how to categorize certain expenditures. Although
that may be true in some cases, the guidelines appeared to usto be
clear for the types of examples cited above.

Our review in this areawasn’t intended to be all-inclusive, soit's
possible districts are mis-categorizing other expenditures as well.
This mis-categorization would make comparisons within or among
districts—or from state to state- ess accurate and meaningful.

Theway some expenditure categorieswer e labeled in local
budget documents masked the purpose of those expenditures.
We noted several examplesin the Topeka school district, as
follows:

district officials budgeted $1.7 million for supplies within a category called
“business office” in the Special Education Fund. They told us these funds
actually weren’t for supplies but were for unexpected contingencies and
probably should have been categorized differently.

the district budgeted to spend almost $400,000 within the Business
Management category of its“Pepsi Fund,” but told us this money actually
was earmarked to pay for land for its sports complex.

the district budgeted about $38,000 for expenses related to a building that
has been closed, but officials explained they were using that category to
“store” the salary costs for the Topeka chapter president of the National
Education Association. District officials said this expense would be

reimbursed.
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We | dentified a

Host of Other Problems
Related To the

Local Budget Documents
Districts Use

Our 4 sample districts' budget documents varied considerably. The
Wichitadistrict should be especially commended for providing
good summary-level information, comparisons, and graphics that
made it relatively easy to see where moneys were budgeted to be
spent, and how those expenditures compared with previous years.

The Manhattan district’ slocal budget provided excellent down-to-
earth explanations of the budgetary process, and straightforward
information about its current and historic mill levies. It also clearly
explained the reasons why some budgeted figures were higher or
lower than might be expected.

In talking with officials from the Department and the districts, as
well as a sample of board members, legislators who' d served on
school boards, and representatives from Kansas education
associations, and reviewing budgetary guidelines provided by the
Government Finance Officers Association, and work done by
Standard and Poor’ s School Evaluation Service, we identified
numerous issues related to the budget documents in one or more of
the 4 districts we reviewed.

Some of the more significant problems people pointed out to us or
that we noted are summarized bel ow:

® Expenditureinformation can be scattered among 40 or more
individual funds, with anywhere from 1 to hundreds of line items
within a fund, and often isn’t pulled together into more meaningful
summary categories. Asaresult, it can be almost impossible to tell what
districts plan to spend on their primary functions (like instruction,
administration, or transportation) or on the basic things or objects they
spend money for (like salaries, benefits, or supplies).

@ Appropriate expenditure comparisons often were lacking. For
example, we saw instances where districts compared the current year's
budget for a specific item to the previous years budget for that same item.
Such comparisons can mask situations where items may be over-budgeted
from one year to the next.

@ Significant changesin expenditures aren’t fully explained, or may not
be explained at all. For our sample districts, even when expenditures for
some categories were projected to rise 20%, 50%, or even 100% from one
year to the next, there was often no explanation in the budget document
itself. Some of the biggest expenditure increases were recorded in “Other”
categories, making it even more difficult to know what those projected
expenditures were for.

@ Budget information isn’t provided for individual schools. Only the
Topekadistrict presented any school-level expenditure information, but that
information was scattered among many funds and line items so expenses
couldn’t readily be compared from one school to another.
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® Specific information about district mill leviesisn’t always provided.
Only 2 of the 4 district budgets contained detailed mill levy information by
fund and in total over time.

® Basic explanatory information often isn’t provided. Information that
could help board members or the public understand budgets wasn't always
included, such as definitions, explanations, and examples.

We Developed a
New Format for
School Districts
Local Budgets That

Consolidates Categories,
Includes All Revenue and
Expenditure I nformation,

And Provides More
Summarized and
Understandable
Budgetary I nformation

To address as many of the weaknesses noted above as possible, and
to make school district budget documents more useful to district
officials, school board members, the public, and State policy-
makers, we devel oped a new standardized format for districts

local budget documents. The format calls for districtsto report
expenditure information at avery high level because that’ s the
level where major differences in spending among districts can be
readily identified. Districts could and would be encouraged to
provide more detailed information if they chose to.

It is anticipated that school districts would prepare their budgetsin
thisformat for review and approval by their local boards of
education. That also would allow the public to be able to review
the budget document prior to public hearings on the budget.

An example of the full budget format (with numbersfilled in
for the Topeka school district wherever possible) is presented
as a separ ate document, which should bereviewed in
conjunction with thisreport. Complete budgets in the new
format for the Wichita, Manhattan, and Salina school districts also
are available from our office on request.

The table on the next page shows the 8 “tabbed” sections from the
proposed budget format. It summarizes the types of information
that would be included in each, and the benefits having that
information would provide.

Under the new format, infor mation about districts budgeted
expendituresfor 2001-02 would have made each district’s
spending proposals and prioritiesmuch clearer. Thetableson
pages 24-27 summarize the reformatted expenditure information
for al 4 districtsin our sample. This proposed budget format
would allow districts to show any ending balances they don’t
intend to spend during the budget year, something they currently
can’'t do.

The reader should be aware that these figures do not include
districts’ expendituresfor federal entitlement grants or other
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Information Contained in Our New Budget Format, and How that Information Can Be Used

Tab and Title What'’s in this section How it can be used

Tab 1: A description of the school district’s This section helps the reader understand how the budget
budget process gets created, and explains some of the basic budget

Budget principles that govemn school district budgets.

Processes &
Practices and

Glossary
Tab 2: Listing of board members This section allows the reader to get an overall idea of
Number of schools the size of the district, and whether the district is growing
A Snapshot of the Overali enroliment trends or not. Special accomplishments or challenges can help
District Staffing trends people understand the proposed budget figures that
Special accomplishments or follow.
challenges for the district
Tab 3: Budgeted expenditures (in total, by This summary-level information allows the reader to get

Summary of This
Year’'s Budget

function, and by object)
Overall sources of funding (such as
State, federal, and local moneys)

an overall picture about the district’s sources of funding
and expenditures, and to see how the district’s proposed
budget compares with the previous year’s expenditures.

Tab 4:

Information about
Local Property
Taxes to Fund the
Budget

Current and past mill levy information
Comparison of mill levies with nearby
districts

Mill levy Information allows the reader to discern whether
the district’s taxpayers are paying more or less than in
previous years in local property taxes to fund the school
district.

Comparisons allow patrons to see how their tax rates
compare with other districts in the area.

Tab 5:

Detail of Actual
and Budgeted
Expenditures

Overall and detailed expenditures by
function. (Instruction, Administration,
etc...)

Overall and detailed expenditures by
object. (Salaries, Supplies, etc...)

Overall and detailed expenditures by
fund. (General Fund, Special
Education fund, etc...)

Grouping expenditures by function and by object allows
the reader to see the proportion of expenses a district is
budgeting either by type of program such as instruction
or by what is being purchased with the money such as
employee benefits. This will allow the reader to help
assess the district’s spending priorities. Percent changes
from the prior year allow the reader to see how planned
expenditures within each function have increased or
decreased compared to the previous year. Expenditures
by fund allow the reader to see what part of the total
expenditures is paid for from the various district funds.

Tab 6:

Detail of Capital
Outlay and Debt
Expenditures

Summary of Capital Outlay Projects
Statement of Indebtedness

Statement of Lease Financing

This information allows district patrons to see what major
capital projects have been approved and are currently
being paid for by the district as well as major projects that
are planned. It also enables patrons to see what major
purchases may have been made through lease-purchase
arrangements.

Tab 7:

Comparison of
Staffing Levels At
Individual School
Buildings

Staffing and enrollment levels by
school, grouped into elementary,
middle, and high schools

Selected student-to-staffing ratios
and comparisons

This information allows the reader to see staffing- to-
enrollment ratios for each school. Those ratios can be
compared with other schools or with the average of peer
districts or Statewide to identify significant variations.
Such information can be a starting point in evaluating the
allocation and use of district resources.

Tab 8:

Spending,
Staffing, and
Selected Program
Comparisons

Staffing levels and salary averages
by function

Spending by % and cost/student
Selected program comparisons
(transportation, food, special
education, operations and
maintenance, utilities)

By viewing comparisons between the district and its peer
districts or Statewide averages, the reader can see where
the district’s staffing or spending levels may appear to be
out-of-line, and those differences can be explored more
fully based on other information the district may be able
to provide. These comparisons also can be used as a
starting point between districts to share information about
cost-saving measures.
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miscellaneous income, because those figures currently are excluded
from the regular budget process. Those figures would be included
in the future under our proposal.

Although the new budget format contains much more information
than is presented here, these summary tables show some of the
things that can be readily seen, such as:

@ thepercentincreasein thedistrict's budget request for 2001-02, both
overall and for itsoperating budget. For example, the Wichita district
was proposing a 10% increase in its operating budget (about $30 million).
The Topeka district was proposing a 20% increase (about $18 million).

@ wherethose increases were being proposed, by function. Proposed
increases in instructional expenditures ranged from 3.4% in Manhattan to
nearly 20% in Topeka. Proposed increasesin administrative expenditures
ranged from about 9% in Salinato 69% in Manhattan. And proposed
increases in food service ranged from about 6% in Manhattan to 64% in
Topeka.

@ wherethose increases were being proposed, by object. The Topeka
district was proposing to increase salaries by 7.6%. The Wichitaand Salina
districts were proposing a 10% increasein salaries. In all 4 districts, the
largest percent increases generally were in employee benefits and purchased
services. Inthe Other category, however, Manhattan proposed an increase
of 253% (about $2.5 million), and Topeka proposed an increase of nearly
1,500% (more than $7 million). The reasons for these large apparent
increases were discussed on page 11.

® how thedistricts were spending their resources. For the 2000-01 school
year, the Topeka school district spent 51% of its operating budget on
instruction, 17% on support services, and 14% on administration. The
Salina district spent 61% of its operating budget on instruction, 13% on
support services, and 10% on administration. The Salina district also spent
nearly 75% of its operating budget for 2000-01 on salaries.

The New Format

Will Likely Create Some
Additional Work For
School Digtricts and the
Department of Education

In developing this new format, we tried to minimize the amount of
“new” information school districts would need to compile or track
over time. We also recognized that districts' internal accounting
records may be set up differently. Asaresult, the expenditure and
budget information called for in the new format mostly is derived
from information districts already submit to the Department of
Education on standardized State budget forms or other reports.
Several things are different though.

® \We'reasking districts to include revenues and expenditures
from federal entitlement grants and other miscellaneous income
in the regular budget process.
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® \We're asking districts to provide more detailed information
about staffing levels and tie them to budgeted salary amounts.

® \Ve'reasking districts to provide student counts on some
student popul ations that haven’t been consistently tracked and
reported in the past.

® \Ve're asking the Department of Education to compile and
provide all districts with actual expenditure information and
other datafor their “peers’ and Statewide averages, so that such
information can be included in local budget documents. This
could require afairly significant effort, including identifying
districts peersfor comparative purposes, and ensuring that
districts receive the information in the Spring, before the
budget is prepared. The Department may need some additional
resources to be able to provide thisinformation. In this audit,
we didn’t try to assess what those resources might be.

® The new budget format calls for districts to keep track of and
report staffing levels and other information by school, but not
expenditures by school. One issue raised when this audit was
approved was that information currently isn’t available within
school districts' budgets to compare spending at the school
building level. Without that information, there was a concern
expenditures between schools couldn’t be compared to identify
specific areas where costs may be out of line. After studying
theissuesinvolved in school district budgeting, we decided not
to include expenditure information by school building for the
following reasons:

» Sdlaries and benefits~which represent by far the greatest expenditures
in any school—generally are set at the district level. |If overall
expenditures at a school were significantly out-of-line with other
schools, the reason could simply be that the school has more-tenured
staff than other schools. Differences that might be of concern would
more likely relate to how many staff a school building has compared to
others. Such staff-to-student or other relevant ratios aren’t dependent

on having all costs fully assigned to each school.

* Many programs carried out at the school level actually are managed at
thedistrict level. These would include special education,
transportation, adult education, and often food service.

*  Most of the useful comparison measures aren’t on a cost-per-school
building basis. They tend to be more on a“programmatic” basis—for
exampl e cost/student for different types of education, cost/meal for
food service, cost/mile for transportation, and cost/square foot for
operations and maintenance.
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»  Because districts might have to allocate some costs to schools on some
per-unit basis (i.e., allocating maintenance expenditures to schools on a
cost-per-square-foot basis), any cost comparisons for those
expenditures would be meaningless. That’s because the costs allocated
per unit would be the same.

* Many variationsin costs between schools may not be the result of
factors that can be controlled. These include the tenure of staff, the age
of the buildings, the number or percent of severely disabled or bilingual
students, and the like.

Although we didn’t include expenditures for individual schoolsin our
proposed new budget format, districts that have numerous schools and
more sophisticated accounting systems still may find thisinformation
helpful in the process of preparing their budgets and answering school
board members' questions.

Some other things to keep in mind about this new format:

@ District officials still may want to gener ate detailed expenditure
information from their accounting systemsto help them track
expenditures, develop their spending plans, and answer board
members questions. We see our new budget format and these detailed
“working” budgets as complimentary, not contradictory. However, for all
the reasons cited earlier we don't think this detailed expenditure
information should be the only thing presented to local board members and
the public as the district’s budget document.

@ Thisnew format likely won't “replace” the detailed information
districts currently arerequired to provide to the Department of
Education about their approved budgets. The Department still will need
the detailed expenditure information districts currently provide, so it can
answer questions raised by the Legislature and compile certain information
that needs to be reported to federal agencies.

This Format

Should Be Viewed as a
First Step

In Improving

School Districts

Local Budget Documents,
But Should Not Be Viewed

As a Finished Product

Kansas school districts' local budgets and practices have been
shaped over time by the myriad of laws and regulations that govern
them, by the capabilities of their accounting systems, by the
processes each district has established to “ crunch” and review the
numbers, and by the formats they have to follow in submitting their
approved budgets to the State.

Although we did our best to address the types of problems we saw
in this audit, there’s ssimply no way we could anticipate everything
that should be considered in developing a standardized format for
school districts’ local budgets. We aso know, for example, that
some issues still need to be wrestled with. These include:
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addressing inconsistencies that currently exist in reporting

deciding how the additional information called for in the new
budget format would be collected, compiled, and reported
uniformly

whether to include a comparison of the previous year’ s budget
to actual expenditures

considering whether districts should uniformly compile and
report other summary-level or break-out information that would
make their local budget documents even more useful, and what
that information would be

deciding whether there’ s aneed to report additional or separate
information for districts that have special education
cooperatives or vocational-technical schools

considering whether district funds should be grouped for
various reporting or analysis purposes

ensuring that districts agree on how certain expenditures should
be recorded (for example, afew districts have self-funded
health insurance programs but most don’t)

determining whether the study commissioned by the 2001
Legidlature to determine the cost of a suitable education would
have implications for the type of information district budgets
should include

recommending aworkable time frame for implementation of a
new format

A broad range of voices should be heard on these issues-including
officials from the Department of Education, various school
districts, education associations, the L egislature, and others—to
make sure the document that’ s finally adopted is as workable and
meaningful as possible.

We learned at the end of this audit that members of the Kansas
Association of School Business Officials (KASBO) have already
begun studying thisissue and may have significant ideasto
provide.

PERFORMANCE AUDIT REPORT
Legidlative Division of Post Audit
March 2002

23



USD 259 Wichita Public Schools
Fiscal Year 2001-2002

Summary of Expenditures
Expenditures Percent of
Expenditures Per Student Expenditures
2000-01 2001-02 % 2000-01 2001-02  § 2000-01 2001-02
Actual Change Actual Actual

Budget

Budget Change Budget

Operating Expenditures $304,604,762 $334,305,533 9.8% $6,666 $7,282 $616 94.1% 89.4%
Capital Outlay Expenditures $16,216,984 $18,990,201 17.1%  $355 $414 $59 5.0% 51%
(Property and Equipment)

Bond and Interest Payments $2,742,647 $20,674,903 653.8% $60  $450 $390 0.8% 5.5%
TOTAL EXPENDITURES $323,564,393 $373,970,637 15.6% $7,081 $8,146 1,065 100.0% 100.0%

Instruction
General Instruction $118,295,827 $130,243,535 10.1% - --- - 38.8% 39.0%
Special Education $38,075,731  $42,561,885 11.8% - --- --- 12.5% 12.7%
Special Education (Cooperative) $0 $0 0.0% - - - 0.0% 0.0%
Vocational Education $1,201,723 $1,300,900 8.3% -— --- - 0.4% 0.4%
Area Vocational Technical School $9,917,340  $10,663,462 7.5% - - - 3.3% 3.2%
Adult Education $781,562 $847,338 8.4% --- - -—- 0.3% 0.3%
Bilingual Education $3,447,905 $4,122,972  19.6% - - - 1.1% 1.2%
Other Instruction $5,094,527 $6,217,842 22.0% - --- - 1.7% 1.9%
Total Instruction (a) $176,814,614 $195,957,934 10.8% $3,869 $4,268 $399 58.0% 58.6%

Student and Instruction Support

Services
Student Support $22,709,688  $22,989,439 1.2%  $497 $501 $4 75% 6.9%
Instruction Support $11,185,662 $11,700,383 4.6% $245 $255 $10 3.7% 3.5%
Total Student and Instruction $33,895,350 $34,689,822 2.3% $742  $756 $14 11.1% 10.4%
Support Services

Administration and Other Support

Services
District Administration $3,834,222 $4,557,645 18.9% $84 $99 $15 1.3% 1.4%
School Administration $20,696,173  $23,044,717 11.3%  $453 $502 $49 6.8% 6.9%
Other Support Services $10,288492 $13,130,460 27.6% $225 $286 $61 3.4% 3.9%
Total Administration and Other $34,818,887 $40,732,822 17.0%  $762 $887 $125 11.4% 12.2%
Support Services

Transportation $15,310,939 $16,858,248 10.1%  $335 $367 $32 5.0% 5.0%

Food Service $12,206,334 $13,386,722 9.7%  $267 $292 $24 4.0% 4.0%

Operations and Maintenance $31,213,267 $32,564,888 4.3% $683  $709 $26 10.2% 9.7%

Miscellaneous Expenditures $345,371 $115,097 (66.7%) $8 $3 ($5) 0.1%  0.0%

TOTAL OPERATING EXPENDITURES $304,604,762 $334,305,533 9.8% $6,666 $7,282 $616 100.0% 100.0%

Salaries $197,894,358 $217,794,551 10.1% $4,331 $4,744 $413 65.0% 65.1%
Employee Benefits $47,853,662 $53,327,423 11.4% $1,047 $1,162 $114 15.7% 16.0%
Purchased Services $30,079,344  $34,369,637 14.3%  $658  $749 $90 9.9% 10.3%
Supplies $27,622,525 $27,786,327 0.6% $604  $605 $1 9.1% 8.3%
Other $1,154,873 $1,027,595 (11.0%) $25 $22 ($3) 04% 03%
TOTAL OPERATING EXPENDITURES $304,604,762 $334,305,533 9.8% $6,666 $7,282 $616 100.0% 100.0%

(a) We computed expenditures per student using total K-12 FTE enrollment for the district.
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USD 501 Topeka Public Schools
Fiscal Year 2001-2002

Summary of Expenditures
Expenditures Percent of
Expenditures Per Student Expenditures
2000-01 2001-02 % 2000-01 2001-02  § 2000-01 2001-02
Actual Budget Change Actual Budget Change Actual

Budget

Operating Expenditures $92,816,818 $111,074,996 19.7% $6,899 $8,261 1,362 88.1% 86.5%
Capital Outlay Expenditures $8,922,101 $12,939,322 45.0% $663 $962 $299 8.5% 101%
(Property and Equipment)

Bond and Interest Payments $3,670,023 $4,466,409 21.7%  $273 $332 $59 3.5% 3.5%
TOTAL EXPENDITURES $105,408,942 $128,480,727 21.9% $7,835 $9,555 1,720 100.0% 100.0%

Instruction
General Instruction $28,593,614  $34,128,961 19.4% - - - 30.8% 30.7%
Special Education $13,464,911  $13,769,975 2.3% --- - - 145% 12.4%
Special Education (Cooperative) $0 $0 N/A - - - 0.0% 0.0%
Vocational Education $828,366 $1,211,955 46.3% - --- - 0.9% 1.1%
Area Vocational Technical School $2,689,132 $5,579,105 107.5% --n - - 29% 5.0%
Adult Education $362,843 $558,637 54.0% - - - 04% 05%
Bilingual Education $650,319 $741,842 14.1% — - - 0.7% 0.7%
Other Instruction $825,094 $777,308 (5.9%) -—- --- - 0.9% 0.7%
Total Instruction (a) $47,415,179 $56,767,783  19.7% $3,525 $4,222 $697 51.1% 51.1%

Student and Instruction Support

Services
Student Support $11,220,199  $13,974,102 245%  $834 $1,039 $205 121% 12.6%
Instruction Support $4,545,745 $4,020,182 (11.6%)  $338 $299  ($39) 49% 3.6%
Total Student and Instruction $15,765,944 $17,994,284 14.1% $1,172 $1,338 $166 17.0% 16.2%
Support Services

Administration and Other Support

Services
District Administration $2,145,110 $2,869,811 33.8%  $159 $213 $54 23% 2.6%
School Administration $5,270,370 $5,198,338  (1.4%)  $392 $387 (%5) 57% 4.7%
Other Support Services $5,480,524 $7,538,181 37.5%  $407 $561 $153 59% 6.8%
Total Administration and Other $12,896,004 $15,606,330 21.0%  $959 $1,161 $202 13.9% 14.1%
Support Services

Transportation $3,589,220 $4,383,610 22.1%  $267 $326 $59 3.9% 3.9%

Food Service $3,762,777 $6,181,415 64.3%  $280 $460 $180 41% 5.6%

Operations and Maintenance $9,333,454 $10,141,574 8.7%  $694 $754 $60 10.1% 9.1%

Miscellaneous Expenditures $54,240 $0 (100.0%) $4 $0 ($4) 01%  0.0%

TOTAL OPERATING EXPENDITURES  $92,816,818 $111,074,996 19.7% $6,899 $8,261 1,362 100.0% 100.0%

Salaries $64,597,966 $69,531,781 7.6% $4,802 $5171 $369 69.6% 62.6%
Employee Benefits $11,323,538 $14,358,750 26.8%  $842 $1,068 $226 122% 12.9%
Purchased Services $7,822,722 $10,107,416 29.2%  $581 $752 $170 84% 9.1%
Supplies $8,582,245 $9,237,544 7.6% $638  $687 $49 9.2% 8.3%
Other $490,347 $7,839,505 ,498.8% $36  $583 $547 0.5% 71%
TOTAL OPERATING EXPENDITURES  $92,816,818 $111,074,996 19.7% $6,899 $8,261 1,362 100.0% 100.0%
(a) We computed expenditures per student using total K-12 FTE enrollment for the district.
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USD 305 Salina Public Schools
Fiscal Year 2001-2002

Summary of Expenditures
Expenditures Percent of
Expenditures Per Student Expenditures
2000-01 2001-02 % 2000-01 2001-02  § 2000-01 2001-02
Actual Budget Change Actual Budget Change Actual

Budget

Operating Expenditures $55,036,696 $61,216,417 11.2% $7,424 $8,336 $912 87.9% 83.2%
Capital Outlay Expenditures $2,546,185 $3,983,463 56.4% $343 $542 $199 4.1% 5.4%
{Property and Equipment)

Bond and Interest Payments $5,012,510 $8,359,915 66.8%  $676 $1,138 $462 8.0% 11.4%
TOTAL EXPENDITURES $62,595,391 $73,559,795 17.5% $8,444 $10,016 1,573 100.0% 100.0%

Instruction
General Instruction $22,063,835 $23,843,068 8.1% e -- - 40.1% 38.9%
Special Education $18,811 $54,000 187.1% -— -—- - 00% 0.1%
Special Education {Cooperative) $8,680,931  $10,263,000 18.2% - - - 15.8% 16.8%
Vocational Education $308,257 $400,000 29.8% - - - 0.6% 0.7%
Area Vocational Technical School $1,628,532 $1,985,802 21.9% - - - 3.0% 3.2%
Adult Education $190,504 $273,500 43.6% - - - 03% 04%
Bilingual Education $195,408 $295,000 51.0% — -— --- 04% 0.5%
Other Instruction $462,292 $460,022 (0.5%) - --- - 08% 0.8%
Total Instruction (a) $33,548,570 $37,574,392 12.0% $4,525 $5,116 $591 61.0% 61.4%

Student and Instruction Support

Services
Student Support $4,143,492 $4,065,700 (1.9%) $559  $554 ($5) 75% 6.6%
Instruction Support $2,783,085 $3,354,900 20.5%  $375  $457 $81 5.1%  55%
Total Student and Instruction $6,926,577 $7,420,600 71%  $934 $1,010 $76 12.6% 121%
Support Services

Administration and Other Support

Services
District Administration $1,434,254 $1,502,250 47%  $193  $205 $11 26% 25%
School Administration $2,408,926 $2,627,000 9.1%  $325 $358 $33 44% 4.3%
Other Support Services $1,658,212 $1,860,700 12.2%  $224  $253 $30 3.0% 3.0%
Total Administration and Other $5,501,392 $5,989,950 8.9%  $742 $816 $74 10.0% 9.8%
Support Services

Transportation $1,274,012 $1,630,000 27.9% $172 $222 $50 23% 2.7%

Food Service $2,791,561 $3,068,827 9.9%  $377 $418 $41 51% 5.0%

Operations and Maintenance $4,746,488 $5,232,648 10.2%  $640  $713 $72 8.6% 8.5%

Miscellaneous Expenditures $248,096 $300,000 20.9% $33 $41 $7 0.5% 0.5%

TOTAL OPERATING EXPENDITURES  $55,036,696 $61,216,417 11.2% $7,424 $8,336 $912 100.0% 100.0%

Salaries $41,117,545 $45,240,383  10.0% $5,546 $6,160 $614 74.7% 73.9%
Employee Benefits $5,343,568 $6,295,935 17.8%  $721 $857 $136 9.7% 10.3%
Purchased Services $3,583,446 $4,069,950 13.6%  $483  $554 $71 6.5% 6.6%
Supplies $4,614,304 $5,268,099 14.2%  $622  $717 $95 84% 8.6%
Other $377,833 $342,050 (9.5%) $51 $47 ($4) 0.7%  0.6%
TOTAL OPERATING EXPENDITURES  $55,036,696 $61,216,417 11.2% $7,424 $8,336 $912 100.0% 100.0%

(a) We computed expenditures per student using total K-12 FTE enrollment for the district.
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USD 383 Manhattan Public Schools
Fiscal Year 2001-2002

Summary of Expenditures
Expenditures Percent of
Expenditures Per Student Expenditures
2000-01 2001-02 % 2000-01 2001-02 § 2000-01 2001-02
Actual Budget Change Actual Actual

Budget Change

Budget

i

Operating Expenditures $39,022,973  $43,790,476 12.2% $7,103 $8,354 1,251 88.1% 88.9%
Capital Outlay Expenditures $3,123,908 $3,344,150 71%  $569 $638 $69 71% 6.8%
{Property and Equipment)

Bond and Interest Payments $2,123,726 $2,129,665 0.3%  $387 $406 $20 48% 4.3%
TOTAL EXPENDITURES $44,270,607  $49,264,291 11.3% $8,058 $9,398 1,340 100.0% 100.0%

perating Expenditures by Function

Instruction
General Instruction $16,252,912 $16,372,642 0.7% - - - 41.6% 37.4%
Special Education $3,332,455 $3,616,832 8.5% - - —— 8.5% 8.3%
Special Education (Cooperative) $0 $0 N/A --- - --- 0.0% 0.0%
Vocational Education $314,145 $416,052 32.4% - - --- 0.8% 1.0%
Area Vocational Technical School $1,965,777 $2,030,672 3.3% - - - 5.0% 4.6%
Adult Education $121,167 $170,114 40.4% - - - 03% 04%
Bilingual Education $0 $0 N/A --- --- --- 0.0% 0.0%
Other Instruction $184,660 $326,622 76.9% - --- -- 05% 0.7%
Total Instruction (a) $22,171,116  $22,932,934 3.4% $4,036 $4,375 $339 56.8% 52.4%

Student and Instruction Support

Services
Student Support $2,037,692 $2,222,780 9.1%  $371 $424 $53 52% 5.1%
Instruction Support $1,948,028 $2,133,773 9.5%  $355  $407 $52 50% 4.9%
Total Student and Instruction $3,985,720 $4,356,553 9.3% $725 $831 $106 10.2%  9.9%
Support Services

Administration and Other Support

Services
District Administration $658,057 $794,280 207%  $120  $152 $32 17% 1.8%
School Administration $2,361,267 $2,448,059 3.7% $430 $467 $37 6.1% 5.6%
Other Support Services $2,042,393 $5,291,490 159.1%  $372 $1,009 $638 52% 12.1%
Total Administration and Other $5,061,717 $8,533,829 68.6%  $921 $1,628 $707 13.0% 19.5%
Support Services

Transportation $1,322,604 $1,537,798 16.3%  $241 $293 $53 34% 3.5%

Food Service $1,796,173 $1,905,385 6.1%  $327 $363 $37 4.6% 4.4%

Operations and Maintenance $3,873,201 $4,278,781 10.5% $705 $816 $111 9.9% 9.8%

Miscellaneous Expenditures $812,442 $245,196 (69.8%) $148 $47 ($101) 21% 0.6%

TOTAL OPERATING EXPENDITURES  $39,022,973 $43,790,476 12.2% $7,103 $8354 1,251 100.0% 100.0%

Salaries $27,276,555 $29,531,846 8.3% $4,965 $5,634 $669 69.9% 67.4%
Employee Benefits $3,536,669 $3,924,300 11.0%  $644 $749 $105 9.1%  9.0%
Purchased Services $2,187,508 $2,425,581 10.9%  $398 $463 $65 5.6% 5.5%
Supplies $5,019,448 $4,364,427 (13.0%) $914 $833  ($81) 12.9% 10.0%
Other $1,002,793 $3,544,322 253.4% $183 $676 $494 2.6% 8.1%
TOTAL OPERATING EXPENDITURES  $39,022,973 $43,790,476 12.2% $7,103 $8,354 1,251 100.0% 100.0%

(a) We computed expenditures per student using total K-12 FTE enroliment for the district.
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During This Audit,

We Also Looked at

Several Issues Involving the
Appropriateness of
Districts’ Ending

Balances or Transfers

The issues we identified are described in more detail in the sections
that follow.

We noted that the Topeka and Wichita school districts
exceeded federal limits on the carryover balances allowed in
their Food Service Funds. Federal regulations specify that the
unencumbered cash balance in a district’s food service fund should
not exceed 3 month’s average expenditures. As the following table
shows, both the Topeka and Wichita school districts had balances
in their food service funds far exceeding that limit in each of the
last 2 fiscal years.

Actual Unencumbered Cash Allowable Cash Balance | Amount Over the Limit
Wichita
June 30, 2000 $5,590,606 $3,698,951 $1,891,655
June 30, 2001 $6,061,932 $4,388,553 $1,673,379
Topeka
June 30, 2000 $1,784,383 $1,330,888 $453,495
June 30, 2001 $1,847,565 $1,374,931 $472,634

If the balance exceeds the allowable amount, the district is
supposed to present a plan to the Department of Education for
reducing those balances during the next year, including a listing of
proposed expenditures. This process doesn’t appear to be working
as intended.

For its April 2000 ending balance, the Topeka school district
provided a list of planned purchases it was accumulating extra
money for. However, it hasn’t yet provided any explanation for its
fiscal year 2001 ending balance, even though the Department has
requested it. And as the chart shows, the balances haven’t been
reduced. The Wichita has submitted plans for its excess cash
balances for both years, but hasn’t yet reduced its cash balances.

2 of the 4 sample districts had carryover balances in operating
funds that were significantly higher than the other districts.
During this audit we examined the size of carryover balances in our
4 sample school districts. To make the districts as comparable as
possible, we did two things. First, we excluded capital outlay,
bond and interest, contingency reserves, or other funds that would
be expected to have large cash balances because the money is being
accumulated as a reserve or to cover major expenses. That left 20
funds we defined as operating funds. Second, we looked at the
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balances in those 20 funds as a percent of the expenditures made
from those funds. The following table shows those comparisons
for carryover balances from the 2000-2001 school year.

4 )

Carryover Balances
In Operating Funds as
District A Percent of Expenditures
Topeka 12.5%
Manhattan 10.2%
Wichita 8.2%
Sdlina 6.9%
- J

As the table shows, the Topeka and Manhattan school districts had
the highest fund balances in their operating fundsin relation to
their expenditures. Because school districts generally receive their
major State aid payments and other sources of revenue such as
property tax distributions on the same cycle, it seemslogical to
expect that the relative level of cash balances they would need to
maintain cashflow throughout the year would be similar among
school districts.

We also looked to seeif unnecessary transfers made to oper at-
ing funds contributed to higher balances. We considered a
transfer unnecessary in any case where money was transferred into
afund and the ending balance in that fund increased by a signifi-
cant amount. Although we saw several instances where more
money was transferred into a fund than was spent, the amounts by
which those transfersincreased the fund balances was not material.
Asaresult, we concluded there wasn’t a problem with unnecessary
transfers in these 4 districts during the 2000-2001 budget year.

Conclusion

To improve the level of accountability for school districts use of
public moneysand to makedistricts' budgetseasier to understand, we
think there should be astandardized format for the basic information
provided in local school districts budgets, that those budgets should
clearly show districts spending plans and priorities, and that the
information provided should be comparable across districts to help
evaluate how efficiently they are operating.

Several mgjor hurdles currently stand in the way. Two State lawg
contribute to distorted or incomplete reporting of budgetary or]
expenditure information. Some of the information that’s needed to
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make useful comparisons among districtsisincomplete, and some of
theinformation that’ s already being gathered isn’t being recorded or
reported consistently. Districts also have different accounting
systems and capabilities. There are likely to be other problems we
couldn’t identify in working with just 4 of the State’ s more than 300
school districts. All of thismakesit difficult to design aone-size-fits-
al budget format.

The problems we've identified can only be overcome through the
collective efforts of the Legidature, the Department of Education,
local school district officials, and others. Although the Legislature
may want to act quickly to amend existing State laws, it should
proceed more cautiously in adopting astandardized budget format for
districts' local budget documents. So many issues still need to be
wrestled with that we think others should get involved in reviewing
and refining the budget format we developed before anything is
formally adopted.

Recommendations

Recommendationsto the Legislature

1. To ensurethat school district budgets provide a complete and
accurate picture of each district’s actual and planned revenues and
expenditures, the House or Senate Education Committees, or other
appropriate legislative committees, should consider the following:

a  Amending K.S.A. 79-2927 to remove the requirement
that districts have to budget to spend all the revenues available
tothemin certain operating funds, whether or not they intend to
spend those moneys. The law should allow districts to budget
to spend only the amount they think they’ll need to spend, and
to show any ending balancesdistrictsexpect to carry forward to
the next year. (This law affects the budgets the districts
currently submit to the Department of Education.)

b.  Requiring school districts to include the revenues and
expenditures associated with all federal entitlement grants and
other grantsand miscellaneousincomein all budget documents
they prepare, including the budgets they submit to the
Department.  These revenues and expenditures currently are
excluded from theregular budget process. To ensurethat these
revenuesand expenditures can be accounted for separately, new
funds should be authorized for each federal entitlement grant,
and one or more additional funds should be authorized for the
other grants, gifts, or donationsdistrictsreceive. Inaddition, to
ensure that this requirement doesn’t affect districts' budgetary
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[Imitations, these funds should be established asthe equivalent
of “no-limit” funds that aren’t subject to expenditure limits.

2.  To ensure that any standardized budget format adopted for
school districts local budget documents is as workable and
meaningful as possible, and that the information reported in those
documentsis uniform and comparabl e across the State, the House or
Senate Education Committees, or other appropriate legislative
committees, should consider creating a task force to study school
budget formats—or requesting an interim study on thistopic—before
any decisionismadeto adopt astandardized format. If atask forceis
created, it shouldinclude officialsfrom the Department of Education,
various school districts, educational associations such asthe Kansas
National Education Association (KNEA), Kansas Association of
School Boards (KASB), representatives from Certified Public
Accounting firms that audit school districts, Kansas Association of
School Business Officials(KASBO), and any other interested parties
the Committee deems appropriate.

Whatever form this study takes, its purpose would be to review the
budget format developed as part of this audit, address the types of
issues outlined on page 27 of the report and any other issuesthat may
arise, consider what additional changes may be needed to the
proposed format, and consider theissuesinvolved inimplementing a
standardized format. Theseimplementationissueswouldincludebut
aren't limited to developing standardized definitions and guidance
for school districtstofollow, modifying districts' accounting systems
to record and track any new information needed in the new format,
compiling information that will allow districts to compare their
operational performance with their peer districts and Statewide,
ensuring that districts aren’t being required to report duplicative or
unneeded information, and training district officialson how to usethe
new budget format and the information provided in it.

Thestudy should resultinarecommendationfor the 2003 L egislature
about the standardized format that should be adopted for school
districts local budget documents, the types of information that
should be included and the ways in which it should be reported, a
reasonable time frame for implementing the new format, and the
estimated additional costs that districts and the Department of
Education may incur in implementing the new budget format.

Recommendations to the Department of Education

1. To ensure that the K-12 expenditures Kansas reports to the
National Center for Education Statistics are more comparable to the
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information reported by other states, the Department of Education
should do the following:

a.  work with NCES and other state officials to identify the
types of information other states are reporting to NCES that
Kansasisnot, including federal entitlement grants, other grants
and miscellaneous income, and any other moneys Kansas
districtscurrently don’t report on theregular State budget form.

b.  Collect whatever additional information may be needed
from Kansas school districts

c.  submit information for these expendituresto NCES.

2.  Toensurethat school districts’ local budget documentsinclude
complete and comparableinformation about how much money each
district is taking in, how that money is being spent, and what each
district’s spending plans and priorities are, the Department of
Education should take the following steps, regardless of whether a
new budget format isimposed :

a.  Develop uniform definitions and guidelines for counting
student populations that currently aren’'t being reported in
budget documents—such as pre-kindergarten students, adults,
and post-secondary area vocational-technical students—and
require districts to report those enrollment counts to the
Department in the future.

b.  Developuniformdefinitionsand guidelinesfor compiling
and reporting the number and type of positions funded within
each of the mgor functional categories (instruction, student
support, district administration, and the like}—and require
districts to report those that information to the Department in
the future.

c.  Consultwithschool districtsto identify areaswithin State
accounting handbooks that district officias think are
incompl ete or unclear, and provide clarification as needed, and
train school district officials on any changes.

d. Consider expanding itsaudit program for school districts
to include some testing to ensure that expenditures are being
appropriately classified according to the accounting handbook.

3. To help ensure that school districts are in compliance with
federa regulations that place limits on the amount of carry-over
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balances allowed for Food Service Funds, the Department should
follow-up with the Wichitaand Topekaschool districtsregarding the
excessive balances those districts have been carrying in their Food
Service Funds. As part of that follow-up, the Department should
obtain aconcrete plan from both districtsfor reducing their balances,
and should ensurethat those bal ances are brought down to acceptable
levels.

Recommendations to Officials and School Boards in Our Sample
Districts

1. To ensure that expenditure information provided to the
Department of Education is not mis-categorized, officials from the
Topekaand Wichitaschool districts should review the Department’ s
guidance on which expenditures to report under each maor
functional category, and should adjust the* crosswalks’ that translate
their accounting datainto those categories as needed.

2. To ensure that they aren’t building up excessive carry-over
balancesin some of their operating funds, the Topekaand Manhattan
school districtsshould review with their boards of education the need
for the large balances they are carrying in several of their operating
funds. Unless those ending balances are being built up for specific
purposes, district officials should reduce the size of those carry-over
bal ances.

3. Toensurethat thedetailed budgetary informationit preparesfor
its school board members clearly shows how it intends to spend
money, the Topeka school district should label all itemsincluded in
that detailed budgetary information as clearly as possible.

PERFORMANCE AUDIT REPORT
Legidlative Division of Post Audit
March 2002

33




Question 2: How Can the New Budget Format Be Used

To Improve the Efficiency of School District Operations?

The new budget format can ultimately be used as atool to help
identify where adistrict’ s costs may be out of line compared with
peer districts, Statewide averages, or other benchmarks. District
officials and school board members can use it to explore the rea-
sonsfor differencesin greater detail, and to consider any adjust-
ments they may need to make to increase their district’ s efficiency.
The more efficient adistrict’ s operations are, the more money will
be available to spend in the classroom. Comparisons made using
existing information can be inaccurate or misleading, however,
because some information is inconsistent, incomplete, or non-
comparable.

Between districts, the most reliable comparisons now tend to be
those related to the broadest levels of costs, such astotal operating
costs per student, or comparisons about the percent of budget spent
in certain areas. Also, comparisons relating to fund balances are
reliable. Several comparisons using these data are presented in this
guestion. These findings are discussed in more detail below.

The New Budget Format
Will Bea Tool to

Help District Officials and
Othersldentify Where
Operating Costs

May Be Out-of-Line

Some cost differences may be the result of one district operating
more or less efficiently than another in acertain area. Other differ-
ences may be caused by avariety of factorsthat havelittleto do
with how efficiently adistrict operates, including:

® unique aspects of adistrict’s operations (for example, some
districts host special education cooperatives or have area
vocational technical schools, while others don'’t)

® deliberate decisions by district officials or board members
about the types of programs or level of services districts want
to provide (such as offering a comprehensive special education
program for autistic children, which can be very expensive)

® differencesin the way districts classify and report their
expenditure, or other information. The Department of
Education has provided detailed guidance to districts on how to
report expenditure information, but we saw some deviations
from that guidance during this audit.

| dentifying the true cause of some spending differenceswill require
officials to conduct detailed reviews and analyses of relevant
program information. For example, if adistrict’s transportation
costs per mile are much higher than comparabl e districts, the
reasons why could relate to:
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whether the district owns or leases its buses

how much the district pays for gasoline

how much the district paysitsdrivers

the number, size, and age of the district’ s buses

whether the district has staggered schools’ starting times

The new budget format can’t provide information at thislevel of
detail, nor doesit provide all the answers. However, the
expenditure and other comparative information that is provided in
the new budget format can be used to identify spending areas that
appear out-of-line. The new budget format provides a wealth of
data, from which hundreds of comparisons could be made. Many of
those comparisons already are included in the last section of the
new format which contains some standard comparisons with peer
districts and Statewide averages.

The remainder of this question provides general guidance on how
to use this budget document as part of the process for improving
the efficiency of school district operations. It also describesthe
things we saw when we followed this guidance for our 4 sample
school districts.

Our Comparisons of
The 4 Sample Districts
Showed That Each District
IsUniquein Terms of
Level of Spending and

In Terms of What

They Spent the Money On

In the proposed format, we made comparisons for each of our
sample districtsto peer districts and to Statewide averages (when
available), and included the results of those comparisonsin Tab 8
of the budget format. Comparisons for 1999-2000 were used in the
format because that’ s the most recent year for which Statewide data
would be available to incorporate into the 2001-2002 budget,
which isthe budget year the format is based on. Thisinformation
would be updated each year, and over time would provide atrack
record of how the district comparesto other districts or the
Statewide average.

For thisreport, we' ve updated some information to the 2000-2001
school year and compared each of our sample districtsto each
other. The Statewide datafor that year aren’t yet available.

Thereader iscautioned that some of these current comparisons
aren’'t asuseful asthey would beif every district were
reporting complete and consistent information. The reader
should keep severa thingsin mind about these comparisons.

® Some comparisonsaren’t filled in. In some cases, the datato
make these comparisons weren't available. In other cases,
there appeared to be problems with the numbers the districts
reported, so we elected not to make those comparisons. For
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Guidance on Using the Comparative Data in the New Budget Format
To Help Identify Differences in Expenditures

We envision the Department would compile and report these comparative data in a separate report to school
districts in February or March, so district officials and board members would have them very early in the budget-
preparation process.

Compare Operating Expenditures at the Broadest Levels

e For each functional or program area (instruction, Support Services, Administration, Transportation, etc.)
compare expenditures to peer districts and Statewide averages, and identify those functional areas where a
district’s expenditures appear to be out of line.

Within Each Function, Identify What Types of Costs Account for Significant Differences

e For each functional area, the comparisons of expenditures per student will show what types of costs
(salaries, benefits, purchased services, supplies, etc.) account for most of the differences.

Review Data or Ask Questions To Help Understand Why Those Costs Might Be Different

Review the comparative information in Tab 8 to help understand why a district’s average costs for salaries,
benefits, purchased services, or supplies are higher than average.

1. Big differences in the amounts spent per student for salaries generally mean the district has more employees
than average, pays its employees more than average, or a combination of the two. When this information is
available, the reader will be able to refer to the comparative data in Tab 8 that compares the district’s staffing
levels and staffing ratios for each function with its peers and Statewide averages.

2. Big differences in the amounts spent per student for benefits may mean the district offers a different benefit
package to its employees than other districts. The district should be able to explain its own benefit package,
but would need to obtain information from some other district’s about their packages.

3. Big differences in the amounts spent per student for purchased services may mean the district contracts out
some services. For example, some districts may contract for student transportation and others may provide
that service with their own buses and employees. The disfrict would know what services it contracts out, but
would need to obtain information from some other district’s about their contracted services.

4. Amounts spent per student for supplies and other expenditures often are not large, and differences could

be caused by many things. For example, one district could buy all new textbooks one year while its peer
districts ail buy new textbooks the next year. The district should be able to explain what the expenditures in
its supplies and other categories were for, but would not have comparative data from other districts.

Look at Year-End Fund Balances To Make Certain Those Amounts Are Reasonable

e Review tables showing the ending balance in each fund the district maintains to identify funds that have large
ending cash balances, especially as a percent of their total expenditures. Large balances may mean:

> the district needs some cushion to operate because its cash flow isn’t even during the year. Districts
have information showing how low their fund balances went during the year, which indicates how much
of that cushion they needed.

> the district is accumulating money to pay for certain expenditures, such as buildings, health insurance
claims (for a self-insured district), bond and interest payments, and workers’ compensation claims

> the district is maintaining a higher balance than it needs to operate. If this is the case, the district
patrons are possibly paying more in taxes than necessary, since the district has a source of funding
that it's not using.
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example, some of the salary cost comparisons we tried to make
with the available staffing data produced average salaries that
suggested significant inconsistencies in how districts have
reported staff counts.

Comparisons on a per-student basis may be somewhat overstated
because all operating expenditures are included, but all the
students are not. Currently available student counts only include
K-12 students. However, the expenditure information districts
report includes expenditures for students who are not included in
the count, such as pre-kindergarten students, adults, and non-K-
12 vocational-technical students. To the extent our 4 sample
districts have proportionally more or fewer of these types of
students, their per-student costs would be skewed either upward
or downward.

The Statewide revenue and expendiure data include tuition
payments between school districts within the State.  When states
report revenues and expenditures to the National Center for
Education Statistics, tuition payments made from one district to
another are removed so those payments don’t double-count these
funds. We tried to remove these payments from Kansas
Statewide financial data but found that they didn’t match up—
districts reported paying $7 million in tuition but receiving $23
million. Because we couldn’t resolve this discrepancy, we kept
tuition paymentsin the totals. These amounts should be
removed from Statewide totalsin the future.

With those cautions in mind, the following list highlights some of
the main variations we saw among the districts:

The Wichita school district...

spent less of its budget on capital outlay (property and
equipment) and bond and interest expenses than the other
districts

spent the least in terms of dollars per student, and had the most
students. This could represent economies of scale

overall, hasthe fewest staff per student

spent somewhat more per student on School-Level
Administration

had the highest maintenance costs per square foot

had the highest employee benefits costs. District officials
explained that in addition to the employer’s share, the district
pays the employee’ s share of health insurance.
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The Topeka school district...

spent the least per student on Instruction costs, primarily in the
area of salaries and benefits

spent significantly more per student than the other districts on
Student Support services, primarily in the area of salaries
spent the most on Other Support Services, and had the most
staff in this area, on a per-student basis

had the highest level of ending cash balances in their operating
funds and as a percent of expenditures— nearly twice the level
maintained in Salina

The Salina school district...

had the highest per student expenditures for Instruction. But
when we backed out the estimated costs incurred by Salina’'s
Specia Education Cooperative for non-Salina students, its
operating expenditures per student were more like the other
districts.

spent more on Food Service as a percent of the total budget,
than the other districts. This could be the result of Salina
having more staff than others, based on number of meals
served.

spent the least on Operations and Maintenance, likely because
it has the fewest number of staff on a square foot basis.

had the lowest cash-balance as a percent of expenditures of any
of the 4 districts

The Manhattan school district...

had the highest costs per meal served. Because of economies
of scale, the more meals served, the lower the costs, and vice
versa. Onagrosslevel, Manhattan serves the fewest meals per
student.

spent less on salaries and more on purchased servicesin the
Operations and Maintenance area, suggesting it may contract
out more of its Operations and Maintenance work than other
districts.

spent the most per student for supplies, likely due to the fact
that Manhattan made alarge textbook purchase that year.

had the highest “ miscellaneous’ expenditures per student

Some of these things may be bad or good, depending on the
situation. For example, higher maintenance costs per square foot
in Wichita could indicate inefficiencies, or could indicate the
district places an emphasis on well-maintained schools, which
could save money in the long run. Without doing a detailed audit
of each of these areas, we couldn’t assess this.

38

PERFORMANCE AUDIT REPORT
Legidative Division of Post Audit
March 2002



The tables starting on page 40 provide additional detail and
financial datafor our 4 sample districts. It'simportant to note that
thisinformation is based on the district’s 2000-2001 operating
expenditures. Operating expenditures are based on funds subject to
the State’ s budget laws, and exclude expenditures for capital outlay
(property and equipment) and bond and interest payments.
Excluding these expenditures puts districts on a more even footing,
so it doesn’t look like one district has high costs per student just
because it bought new buses or built a new building that year.

In each areawhere districts’ costs are significantly higher than
other districts, the reasons for those differences should be explored
more fully to assess whether and to what extent operations can be
made more efficient.

Additional benchmarks exist which may be beneficial for
future comparisons. As part of thisaudit, we looked for
standardized benchmarks that could be used to measure the
efficiency of school district operations. The benchmarks we
identified and the sources we got them from are listed below.

-

\
Efficiency Measures Source
National Average Food Service Expenditures Standard and Poor's School Evaluation Services
in 1999 was 3.6% of Total Expenditures
National Average Administration Expenditures Standard and Poor’s School Evaluation Services
in 1997 was 1.9% of Total Expenditures
National Average of School Admin. Expenditures Standard and Poor’s School Evaluation Services
in 1997 was 5.1% of Total Expenditures
1 vice-principal for every 600 students (1998) Florida school district reviews conducted by the Office of
Program Policy Analysis and Government Accountability
1 custodian for every 19,000 square feet (1999) Texas School Performance Reviews conducted by the
Comptroller of Public Accounts
cleaning supply costs between 3 cents Texas School Performance Reviews conducted by the
and 22 cents per square foot (1999) Comptroller of Public Accounts

J

We didn’t incorporate benchmarks such as these in our standard
formats because many of them are time-sensitive and would need
to be updated to reflect datafor the fiscal year in which the
comparisons are made. We simply point these out as potential
sources that Department of Education and school district officials
could consult to obtain other comparisons that might be useful in
assessing school districts' efficiency.

More information about Standard and Poor’ s School Evaluation
Services can be found in Appendix C.
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Comparisons of Information for 4 Sample Districts’
Actual 2000-01
Operating Expenditures and Related Data

Sample District Wichita Topeka Salina Manhattan Our
(FTE enroliment) (45,696.1) (13,452.8) (7,413.3) (5,494.0) Observations

TOTAL OPERATING COSTS: Includes all of a district's expenditures from funds subject to State budget laws, except:
» expenditures from the capital outlay fund

» expenditures from the Bond & Interest Fund

» expenditures for property and equipment, regardless of fund

Operating Costs as a 94.1% 88.1% 87.9% 88.1% Wichita’s percentage was high
Percent of Total Expenditures here because it spent less of its
budget on capital outlay
purchases and bond & interest
payments than the other

districts.
Total Operating expenditures per student $6,666 $6,899 $7,424 $7,103 In general, districts with higher
enroliment levels tend to have
Breakdown of expenditures per student by.. lower operating costs per

student because of economies

...Salaries $4,331 $4,802 $5,546 $4,965 of scale. These figures follow

...Benefits $1,047 $842 $721 $644 that pattern.

...Purchased Services $658 $581 $483 $398 Wichita spends more on
employee benefits because the

...Supplies $604 $638 $622 $914 district pays both the employer’s
share and the employee’s share.

...Other $25 $36 $51 $183

Total staff 5,524.2 2,227.6 1,280.3 825.2 Overall, Wichita had the fewest
staff per student, and Salina had

One staff for this many students 8.3 6.1 5.8 6.7 the most. More information on

these differences can be found
on the subsequent pages.

Avg. salary costs per staff
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Comparative Information for 4 Sample Districts’
Actual 2000-01
Operating Expenditures and Related Data

Sample District Wichita Topeka Salina Manhattan Our
(FTE enroliment) (45,696.1) (13,452.8) (7,413.3) (5,494.0) Observations

INSTRUCTION: Activities dealing directly with the interaction between teachers and students. Instruction staff include regular and part-time
teachers, teacher aides or assistants, homebound teachers, and hospital-based teachers.

% of Operating Budget Spent on Topeka and Salina represented

This Function 58.0% 51.1% 61.0% 56.8% the low and high extremes in
percent of budget devoted to
Instruction.

Total Expenditures per student $3,869 $3,525 $4,525 $4,036 The Salina district spent the
most per student on Instruction,

Breakdown of expenditures per student by.. primarily because as the host
district of a Special Education

...Salaries $2,848 $2,773 $3,775 $3,228 Cooperative, it includes all the
Cooperatives expenditures, the

...Employee Benefits $650 $491 $485 $413 vast majority of which were for
Instruction.

...Purchased Services $200 $55 $51 $47
Manhattan had a large textbook

...Supplies $171 $198 $214 $341 purchase this year which
explains why their supplies

...Other $0 $7 $0 $7 expenses are high.

Total Instruction staff 3,5672.4 1,370.8 821.9 4891 Topeka and Salina had more
instructional staff for their # of

One Instruction staff for this many students 12.8 9.8 9.0 11.2 students than Wichita and

. Manhattan.

Avg. salary costs per Instruction staff

Avg. # of elem. students per elem. school N/A N/A N/A N/A This data currently isn’t
available, but if it becomes

Avg. # of middlle students per middle school N/A N/A N/A N/A available, it would indicate the
relative size of the district's

Avg. # of high school students per high school N/A N/A N/A N/A schools.
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Continued Comparative Information for 4 Sample Districts’
Actual 2000-01
Operating Expenditures and Related Data

Sample District Wichita Topeka Salina Manhattan Our
(FTE enrollment) (45,696.1) (13,452.8) (7,413.3) (5,494.0) Observations

STUDENT SUPPORT SERVICES: Activities designed to assess and improve the well-being of students and to supplement the teaching
process. Includes staff in social services, counseling, health care, speech pathology, etc.

% of Operating Budget Spent on 7.5% 12.1% 7.5% 5.2% Topeka was considerably higher
This Function in the percent of its budget spent
on this function.

Total Expenditures per Student $497 $834 $559 $371 On a per-student basis, the
Topeka district spent much more
Breakdown of expenditures per student by... on student support services than

the other districts. Most of the

-..Salaries $379 $671 $462 $311 difference relates to salaries,

) indicating Topeka may have
...Employee Benefits $106 $97 $54 $38 more staff in this area, have a
..Purchased Services $4 $57 $27 $12 different mix of staff, pay higher

average salaries than the other

...Supplies $8 $7 $16 $10 districts, or a combination.
...Other $0 $2 $0 $0
Total Student Support Services staff 320.8 194.0 134.2 50.9
One Student Support staff for this many 142.4 69.3 55.2 107.9
students

Avg. salary costs per Student Support staff
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Continued Comparative Information for 4 Sample Districts’
Actual 2000-01
Operating Expenditures and Related Data

Sample District Wichita Topeka Salina Manhattan Our
(FTE enroliment) (45,696.1) (13,452.8) (7,413.3) (5,494.0) Observations

INSTRUCTIONAL SUPPORT SERVICES: Activities associated with helping the instructional staff with the content and process of providing

learning experiences for students. Includes curriculum coordinators, in-service training staff, school library staff, and audiovisual staff.

% of Operating Budget Spent on 3.7% 4.9% 5.1% 5.0% Wichita spent the lowest

This Function percentage of its budget on this
function.

Total Expenditures per Student $245 $338 $375 $355 Within Instructional Support, the
Topeka and Manhattan districts

Breakdown of expenditures per student by... had much higher costs per

, student for purchased services.

...Salaries $173 $216 $298 $205

...Employee Benefits $30 $33 $33 $24

...Purchased Services $15 $51 $11 $50

...Supplies $27 $34 $29 $76

...Other $0 $4 $5 $0

Total instructional support staff 92.4 475 24.6 31.7 Wichita had the fewest of these
type staff, which helps explain

# of FTE students per Instruct. Support staff 494.5 283.2 301.4 173.3 why its costs are lower.

Avg. salary costs per Instruct. Support staff
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Actual 2000-01
Operating Expenditures and Related Data

Continued Comparative Information for 4 Sample Districts’

Sample District Wichita Topeka Salina Manhattan Our

(FTE enroliment) (45,696.1) (13,452.8) (7,413.3) (5,494.0) Observations

DISTRICT-LEVEL ADMINISTRATION: Includes activities related to the board of education staff, superintendent, superintendent’s staff, assistant

superintendents, and area directors.

% of Operating Budget Spent on 1.3% 2.3% 2.6% 1.7%

This Function

Total Expenditures per Student $84 $159 $193 $120 Topeka and Salina reported
more expenditures in this area

Breakdown of expenditures per student by... than the other districts.

...Salaries $29 $101 $80 $75

...Employee Benefits $9 $18 $10 $9

...Purchased Services $44 $20 $92 $28

...Supplies $2 $7 $0 $8

...Other $1 $13 $12 $0

Total district-level administrative staff 324.3 43.6 35.0 11.0 The fact that Topeka reported
the second-lowest number of

One district admin. staff for this many students 140.9 308.6 211.8 499.5 staff in this category but the
highest salary costs may

# of Instructional staff per district admin. staff 11.0 31.4 23.5 445 indicate some inconsistencies in
how districts reported staff in

Avg. salary costs per district admin. staff this classification.
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Sample District Wichita Topeka Salina Manhattan Our

(FTE enroliment) (45,696.1) (13,452.8) (7,413.3) (5,494.0) Observations

SCHOOL-LEVEL ADMINISTRATION: Includes activities of the principal, assistant principals and staff located at school buildings.

% of Operating Budget Spent on 6.8% 5.7% 4.4% 6.1%

This Function

Total Expenditures per Student $453 $392 $325 $430 Wichita’s overall costs per

student were higher than the

Breakdown of expenditures per student by... other districts.

.Salaries $340 $331 $287 $355 Wichita paid its school-level
. administrative staff higher

...Employee Benefits $93 $51 $33 $43 benefits, on average.

...Purchased Services $5 $10 $2 $22

...Supplies $13 $0 $3 $10

...Other $2 $0 $0 $0

Total schooldevel administrative staff 288.1 108.9 73.5 49.2

One school admin. staff for this many students 158.6 123.5 100.9 111.7

# of Instructional staff per school admin. staff 124 12.6 11.2 9.9

Avg. # of school admin. staff per school bldg. n/a n/a n/a n/a

Avg. salary costs per school admin. staff
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Continued Comparative Information for 4 Sample Districts’
Actual 2000-01
Operating Expenditures and Related Data

Sample District Wichita Topeka Salina Manhattan Our
(FTE enroliment) (45,696.1) (13,452.8) (7,413.3) (5,494.0) Observations

OTHER SUPPORT SERVICES: Includes district-wide business services activities such as accounting, payroll, and information technology.

% of Operating Budget Spent on 3.4% 5.9% 3.0% 5.2% Topeka spent the largest

This Function percent of its budget on this
function.

Total Expenditures per Student $225 $407 $224 $372 Topeka’s purchased services
expenditures were significantly

Breakdown of expenditures per student by... higher than the other district’s.

Salina’s supply costs were

...Salaries $118 $216 $142 $285 almost double of what other

..Employee Benefits $31 $68 $18 $37 districts spent.

...Purchased Services $47 $92 $20 $14

...Supplies $28 $25 $44 $24

...Other $2 $6 $0 $12

Total Other Support staff 80.3 83.0 5.0 15.0 Topeka and Wichita have
roughly the same number of

One Other Support staff for this many students 569.1 162.1 1,482.7 366.3 support staff but the Wichita
district is more then 3 times

# of Instructional staff per Other Support staff 445 16.5 164.4 326 larger than Topeka. Manhattan

has fewer students than Salina,
yet reports 3 times as many staff
in this area, again pointing to
potential inconsistencies in how
staff are classified.

Avg. # of Other Support staff per building

Avg. salary costs per Other Support staff
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Continued Comparative Information for 4 Sample Districts’
Actual 2000-01
Operating Expenditures and Related Data

Sample District Wichita Topeka Salina Manhattan Our
(FTE enroliment) (45,696.1) (13,452.8) (7,413.3) (5,494.0) Observations

TRANSPORTATION: Activities related to transporting students to and from school, and trips to and from activities.

% of Operating Budget Spent on 5.0% 3.9% 2.3% 3.4% A possible reason why Wichita
This Function and Topeka were high: busing
for racial balance.

Total Expenditures per Student $335 $267 $172 $241 Wichita, Topeka and Salina
contract out their busing
Breakdown of expenditures per student by... services. This results in lower

salary expenditures, and higher

...Salaries $12 $37 $0 $132 purchased service expenditures.

...Employee Benefits $2 $6 $0 $17 The Wichita district's

...Purchased Services $299 $221 $172 $42 transport_ation costs per s_tud_ent
are the highest of the 4 districts.

...Supplies $22 $2 $0 $35

...Other $0 $0 $0 $16

Total # of bus miles driven this year (a) N/A N/A N/A N/A These ratios are more
meaningful, and may yield

Cost / mile driven (a) N/A N/A N/A N/A efﬁciency information.

# of students transported 17,880 4,292 463 2,899 Unlike the other districts, the

Cost per student transported $856 $836 $2,752 $456 majority of Tgpekg s'student.s
transported live within 2.5 miles

% of students transported > 2.5 miles 80.5% 29.7% 68.7% 77.7% of school.

% of students transported < 2.5 miles 19.3% 70.3% 31.3% 22.0%

Total Transportation staff 3.0 10.0 0.3 31.7

Avg. salary costs per Transportation staff

(a) information on bus miles driven for 2000-2001 was not yet available from the Department of Education, consequently, cost per mile driven couldn’t be calculated
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Actual 2000-01
Operating Expenditures and Related Data

Continued Comparative Information for 4 Sample Districts’

Sample District Wichita Topeka Salina Manhattan Our

(FTE enroliment) (45,696.1) (13,452.8) (7,413.3) (5,494.0) Observations

FOOD SERVICE: Activities related to providing food to students and staff in a school or district.

% of Operating Budget Spent on 4.0% 4.1% 51% 4.6%

This Function

Total Expenditures per Student $267 $280 $377 $327 The Salina district’s food service
costs per student are somewhat

Breakdown of expenditures per student by... higher than the other districts.

...Salaries $77 $106 $151 $130

...Employee Benefits $25 $23 $31 $26

...Purchased Services $3 $2 $20 $4

...Supplies $151 $148 $174 $167

...Other $11 $1 $0 $0

Total # of meals served 6,033,077 1,861,608 1,050,775 667,711 Costs per meal served vary by
the number of meals served.

Total costs / meal served $2.02 $2.02 $2.66 $2.69 Because of economies of scale,
generally, the more meals

Food and milk costs / meal served $1.12 $1.00 $1.23 $1.34 served, the lower the costs.

Total Food Services staff 174.5 97.0 79.8 31.5 Salina served the fewest meals
per food service staff.

Avg. salary costs per Food Service staff

Avg. # of meals served per Food Service staff 34,574 19,192 13,168 21,197
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Continued Comparative Information for 4 Sample Districts’

Actual 2000-01
Operating Expenditures and Related Data

Sample District Wichita Topeka Salina Manhattan Our

(FTE enrollment) (45,696.1) (13,452.8) (7,413.3) (5,494.0) Observations

OPERATIONS AND MAINTENANCE: Activities related to keeping the buildings open, comfortable and safe, and for keeping grounds,

buildings, and equipment in effective working condition and state of repair.

% of Operating Budget Spent on 10.2% 10.1% 8.6% 9.9%

This Function

Total Expenditures per Student $683 $694 $640 $705 The 4 districts’ total costs per
student were all pretty close.

Breakdown of expenditures per student by...

. Manhattan spent less on
. Salaries $356 $350 $351 $245 salaries and more on purchased
) services, suggesting it may

...Employee Benefits $100 $54 $56 $37 contract out more of its

...Purchased Services $43 $73 $89 $179 operations and maintenance
work than the other districts.

...Supplies $184 $216 $144 $244

...Other $1 $0 $0 $0

Total # of square feet (all buildings) 7,426,243 2,465,008 1,530,720 1,108,698 Wichita’s O & M costs were
highest, possibly because it has

ber of Id buildings.

Operations and maintenance costs / sq. ft. $4.20 $3.79 $3.10 $3.49 '?':;enllaearn% I\\//Izrr%hoattanukalggs
higher utility costs / square foot

Utilities costs / square foot $0.87 $0.92 $0.56 $1.01 than Wichita and Salina.

Total Operations & Maintenance staff 634.7 214.5 89.0 69.3 Salina spent the least per
student, likely because it had the

AVg. Salary costs / Oper. & Maint. staff fewest number of staff on a

] square foot basis.
# of square feet per Oper. & Maint. staff 11,700 11,492 17,199 15,999
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Actual 2000-01
Operating Expenditures and Related Data

Continued Comparative Information for 4 Sample Districts’

Sample District Wichita Topeka Salina Manhattan Our

(FTE enroliment) (45,695.1) (13,452.8) (7,413.3) (5,494.0) Observations

MISCELLANEOUS: Expenditures for student activities, such as athletics, or community services such as a community swimming pool.

% of Operating Budget Spent on The Manhattan district recorded

This Function 0.1% 0.1% 0.5% 2.1% high costs per student in this
category. That could skew
earfier comparisons if Manhattan
is recording costs here that other

Total Expenditures per Student $8 $4 $33 $148 districts are reporting under

more specific categories.

children and children with disabilities.

SPECIAL EDUCATION: Includes expenditures directly attributabie to costs incurred to serve children with special needs, including gifted

Special Education FTE enrollment 38721 1193.3 487.4 2234

Special Education Enrollment as % of Total 8.5% 8.9% 6.6% 4.1% Districts with a larger percent of

Enroliment (a) Special Education students tend
to spend more of their budgets

This Function (b)

Special Education Expenditures Per $9,833 $11,284 $11,248 $14,917

Special Education Student

(a) includes only FTE students belonging to the district, not coop students

(b) Special Education Co-operative expenditures were apportioned to the district based on the percent of Co-operative students that reside in that district.
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Comparative Information for Topeka
Actual 2000-2001
Ending Balances as Percent of Expenditures

Wichita Topeka Salina Manbhattan Our Observations
Operating Funds Cash Balance 8.2% 12.5% 6.9% 10.2% Topeka has the highest ending balance
Ratio (a) ratio for its operating funds. This means

that Topeka kept more money “unspent” in
its operating funds such as Food Service
and Special Education than the other 3
districts. For every doliar spent, Topeka
had 12.5 cents left over. Salina only had 6.9

cents left over.
Operating Funds plus 9.9% 14.9% 7.4% 11.2% These ratios include reserve funds, capital
Contingency Reserve Fund Cash outlay funds and bond and interest funds.
Balance Ratio (b) Again, Topeka had the highest ratios—

nearly double Salina’s.
All Funds Cash Balance Ratio 17.1% 26.9% 14.4% 19.9% Y

(a) includes the following 20 funds: General, Supplemental General, Adult Education, Adult Suppiemental Education, Bilingual Education, Driver Training Educational Excellence Grant
Program, Extraordinary School Program, Food Service, Inservice Education, Parent Education Program, Summer School, Special Education, Technology Education, Transportation,
Vocational Education, Area Vocational School, Student Material Revolving, Textbook Rental, and Special Education Cooperative (where applicable). Transfers among operating funds
weren't counted as expenditures for this analysis to avoid double-counting of expenditures.

(b) includes all 20 funds above plus the Contingency Reserve Fund

(c) includes all currently statutorily established funds - adding various reserve funds and small funds such as the historical museum fund. No transfers were included in this analysis to avoid
double-counting of expenditures.



Conclusion

In the short run, the comparisons provided in the new budget
document won't be as useful as they could be in identifying
potential areas that should be investigated or studied. That’'s
because some information isn’t yet available to help provide
uniform cost comparisons among the districts. In addition, it is
likely that information isn’t currently reported uniformly. Asmore
complete information becomes available to make more precise
comparisons, and asinformation is reported more uniformly, these
comparisons can be a starting point for school district officials,
school boards, and members of the public to assess the efficiency
of their school districts.
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APPENDIX A
Scope Statement

This audit contains the scope statement approved by the Legislative Post Audit
committee on August 29, 2001. The audit was requested by Senator Kerr.
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SCOPE STATEMENT

School District Budgets. Determining Waysto Structurethe
Budget Document to Make it Under standable and
Allow For M eaningful Comparisons

The State currently provides several billion in financial assistance to school
districts, which accounts for a significant portion of the State's budget. Recently,
citing inadequate funding from the State, the State Board of Education hascalled for
increasing State aid by more than a billion over the next several years.

L egidlators have expressed concernsthat the current budget documents used
by Kansas school districts make it difficult to know how much money adistrict is
taking in, and how that money isbeing spent. A particular concernisthat the budgets
don't allow for comparisons to be made at the individua school level, which
precludes identifying specific areas where costs may be out of line. Consequently,
legidlatorsare concerned about thelevel of accountability the current school budgets
provide for the billions of dollarsthat are being invested in K-12 education.

A performance audit of this topic would address the following questions.

What changes in school district budget documents are needed to make those
budgets more useful to district officials and the public, and how could those
budgetsbe used to improve school district operations? To answer this question,
wewould review literature on school district budgeting. Wewould look at thetypes
of budgets school districtsin other states use and look at the types of budget formats
consultants are recommending to make budgets more understandable and useful. In
particular, we would look at what Coopers and Lybrand have recommended for the
WichitaSchool District. Wea sowould ook at thework Standard and Poors School
Evaluation Services and others have done in evaluating other states' school district
budgets or costs. Based on our review, we would work with Department of
Education officials to identify a budget format that is more understandable and
workable for Kansas school districts. Once a useful and understandable format is
identified, we would select several Kansas school districts and work with district
officials to recast their budgets for the most recent two yearsinto that format. We
would then conduct a number of analyses involving costs per student at individual
schools within and across districts to demonstrate how those budgets might be used
to identify areas where expenditures appear to be out of line or where operational
improvements could be made. We would research the reasons why spending per
student may be significantly higher at some schools, and make appropriate
recommendations for what could be doneto bring costsmorein line. Aspart of this
effort, we would attempt to identify expenditure ratios or benchmarks (such asfood
and transportation costs per student, administrative and maintenance costs per
building, etc.) that could result in more meaningful and useful comparisons for
district officias, state and local policy makers, and taxpayers.

Estimated Completion Time: 12-14 weeks
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APPENDIX B

This appendix details what transfers are allowable by law, and explains any
restrictions on such transfers between funds.

Allowable Transfersand Any Applicable Restrictionson those Transfers

School districts can transfer moneys between certain funds according to the following statutory guidelines

and restrictions:

Fund

Moneys from that Fund can be transferred to:

Restrictions?

General Fund

Special Education, Food Service, Driver Training,
Adult Education, Adult Supplementary Education,
Area Vocational School, Inservice Education,
Parent Education Program, Summer School
Program, Extraordinary School Program,
Educational Excellence Grant Program

No

Transportation, Vocational, Bilingual

Before moneys can be transferred, schools must
have incumred an obligation that makes a transfer
from the General Fund necessary. The amount
transferred cannot be greater than the obligation
calls for.

Technology Education

No

Contingency Reserve

The only source of revenue for this fund is
transfers from the General Fund. The fund
balance cannot exceed 4% of the General Fund
budget of the district for the school year.

Capital Outlay

Districts with 10,000 students and above may
transfer moneys in an amount not to exceed 1%
of their legally adopted operating budgets. Other
districts may transfer moneys in an amount not to
exceed 2%.

Supplemental
General Fund

Vocational Education, Area Vocational School,
Special Education, Adult Education, Parent
Education Program, Educational Excellence Grant
Program, Adult Supplementary Education, Driver
Training, Food Service, Transportation, Inservice
Education, Summer School Program, Technology
Education, Bilingual, Extraordinary School
Program.

No

Contingency
Reserve Fund

Vocational Education, Area Vocational School,
Special Education, Adult Education, Parent
Education Program, Educational Excellence Grant
Program, Adult Supplementary Education, Driver
Training, Food Service, Transportation, Inservice
Education, Summer School Program, Technology
Education, Bilingual, Extraordinary School
Program.

No

Special Education
Fund

Cooperative Special Education

No

Capital Outlay

Transportation

Only for the purpose of purchasing buses or bus
equipment

Compiled by LPA staff from the Department of Education’s Guidelines for Financial Reporting for Unified School Districts.

PERFORMANCE AUDIT REPORT
Legidlative Division of Post Audit

March 2002

55



APPENDIX C
Standard and Poor’s School Evaluation Service
This appendix contains a brief summary of Standard and Poor’ s newly formed

School Evaluation Service division which provides analysisrelated to financial
and academic accountability to those statesit contracts with.
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Standard and Poor’s Provides School Evaluation Services

Over 4 years ago, Standard and Poor’s, a firm originally known for bond ratings, developed a new
School Evaluation Services (SES) division to provide more financial and academic accountability and
uniform benchmarks in the education system. The division contracts with individual states to provide
independent analysis based on 1,500 performance variables ranging from test scores to district
budgets. Once SES staff have gathered and analyzed the numbers, SES provides a 12-15 page report
(called S&P Observations) to the contracting State which identifies strengths, challenges and risks of
each school system, highlighting relevant comparisons and trends. Based on the uniform reporting,
results enable officials to spot trends, identify outliers, and launch remedial programs in problem areas.
So far, Pennsylvania and Michigan have signed a multiple-year contract with SES for an annual cost of
$2.5 million, and their first year results are available on the internet. In addition, the Minnesota legisla-
ture has recently allocated funds to purchase the S&P service and dozens of other states have con-
tacted SES for more information.

Information on the website includes the S&P Observations report and detailed analytical data which is
organized into 6 categories. The list below shows those categories with a few examples of information

within each:
Return on Resources Financial Environment
* Performance Cost Index « Local source revenues per student
* Operating expenses per student » State source revenues per student
« Taxable property value/student
Learning Environment ¢ Long term debt/student
¢ Headcounts per district « Comparative Financial reserve trends
e Student to Staff ratio
« Student to teacher ratio / trends Student Results:
« Special Education enrollment trends » Graduation rates / trends
* Dropout rates
Spending e ACT participation rates
« Operating expenditures
¢ Instructional expenditures Demographic Environment
« Transportation expenditures » Students receiving free/reduced cost meals
* Average teacher salaries / trends ¢ Limited English Proficiency
« Comparative spending trends ¢ Median Household income

Users can choose to compare an individual district’'s data to the state average, another district, or a
“custom setting” in which users can compare one district to a selected number of specific districts.
Further, users can choose different ways to look at the data, such as total dollars per program, by % of
budget, or on a per-student basis. Within a specific district, users can also get a more detailed look at
the school building data, which contains information on grades taught and headcounts at each school.

To perform the evaluation for each contracting state, SES staff uses publicly available data from that
state such as standardized test records, financial records, enrollment and staffing records. In addition,
SES collects data from state revenue and finance agencies, and Federal agencies such as the US
Department of Education, the National Center for Education Statistics, and the US Department of
Commerce. While states don’t have to change the way in which they track data, States that have gone
through the first year of this “exercise” have found a number of improvements to make to their data. For
example, the state of Michigan could not provide meaningful information regarding their teachers
credentials and tenure, which meant it essentially had no information on their workforce. Officials in
that state are using this finding as a driving force to improve their data in this area.

One area of concern is the timeliness of the reported data: it takes about 18 months from the time the
contract is signed to the publication of the first set of data, which is based on data a couple of years old.
In Michigan, this weakness has created public pressure for the education system to speed up its data
collection process.

The website will be expanded in the future to show notable trends, major developments and issues that
could affect the data used such as changes in legislation, school funding and accountability standards

across the state.
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APPENDIX D
Audit Responses

On February 21%, we sent adraft copy of this report and the proposed budget
format to the Department of Education, and the Wichita, Topeka, Salinaand
Manhattan school districts for review and response. We have included the written
responses from each in this appendix.
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Mrs. Barbara J. Hinton
Legislative Post Auditor e
Legislative Division of Post Audit Lu‘i\*fﬂa»r{e gf’yﬁm
800 S. Jackson Street, Suite 1200

Topeka, Kansas 66612-2212

Dear Mrs. Hinton:

Thank you for the opportunity to respond to your performance audit, Schoo! District
Budgets: Determining Ways to Structure the Budget Document to Make it Understandable and
Allow for Meaningful Comparisons.

According to K.S.A. 79-2926, the budget document is under the jurisdiction of the
Division of Accounts and Reports. They have been very cooperative and supportive in the past
in making appropriate changes to the budget document. We would be pleased to work with them
in making changes in the future.

We believe it would be beneficial to invite school officials who use the budget document
to provide input before any final decisions have been reached on budget format. A task force of
school officials could be set up to assist in detailed policy questions. We would also support a
legislative committee to monitor the proposed changes to ensure we are providing a budget
format that will meet the needs of Kansas citizens and policymakers.

Staff of the State Department of Education would be happy to reformat changes in the
budget document, but as you indicated in your performance audit, additional resources would be
needed to accomplish this task in a timely manner.

Please feel free to contact this office if we can assist you further.

Sincerely,

Andy Tompki: s -
Commissioner of Education

AT:DMD:tjm

Office of the Commissioner
785-296-3202 (phone)
785-291-3791 (fax)
785-296-6338 (TTY)
www.ksbe.state.ks.us
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Manhattan - Ogden 7
us.n. 383 (NS¢
—
= Where all can learn

Date: March 1, 2002

To:  Kansas Legislature
Legislative Division of Post Audit

From: Dr. Robert Seymour, Asst. Supt. of Central Support W
Bruce Stiles, Director of Business Services
Manhattan-Ogden U.S.D. No. 383

Re:  Audit Review of School District Budgets: Determining Ways to Structure the
Budget Document to Make it Understandable and Allow for Meaningful
Comparisons

As participants in this audit review we appreciate the difficulty of developing a
standardized budget document, which allows for meaningful comparisons between school
districts. Our district currently prepares the state prescribed budget document designed to
meet state law and regulation. For local purposes, this document is then included in a
more comprehensive document, which allows for greater analysis of financial data.

We truly appreciated the opportunity to participate in this audit review, and commend the
Legislative Post Audit Team for the effort they exhibited in developing a document and
process that can start the process of meeting the concerns being addressed. The audit
team was very thorough in this review. The team members also demonstrated a
willingness to work with our staff in the collection of data.

Developing a standardized budget document, which attempts to meet all school districts’
structures and needs, will require collective input from the Department of Education,
Kansas educational associations, school districts, and other interested parties. We also
realize that this document needs sufficient flexibility to allow for each school district to
develop its report to reflect the district’s unique characteristics and priorities.

The budget document created by the Post Audit Team includes valuable analysis and
benchmarking tools: per student cost comparisons, staff to student comparisons, and
various other types of analysis. This can all be beneficial for analysis and decision-
making. One of the challenges in the process of creating a document is how much
information should be incorporated into a single report, and still provide concise and easy
to understand information.

Robinson Education Center - 2031 Poyntz Ave « Manhattan, KS 66502 ¢« {785) 587-2000 + Fax (785 587-2006
An Equal Opportunity Employer
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We also believe the process of creating a new budget document should involve reviewing
other state documents currently being completed: Superintendent’s Organization Report
(8066), Annual Statistical Report (18E), and the current state prescribed budget
document,

As noted by the Post Audit Team, further study needs to include a broader base of school
districts. While each of the four districts involved in this audit review have similarities,
they also have distinct characteristics that reflect local needs and decision-making.
Differences in sizes of districts would also impact the value of the information for each
local school district,

We suggest, that should a new budget document be adopted, it will be essential to
provide sufficient time for school districts to implement the new report. Also, as noted
by the Post Audit Team, a change would likely involve additional cost to school districts,
regarding training, software, ctc.

We welcome the opportunity to be a part of the process of developing new methods of
budget reporting. We trust that the time spent by the staff in the four districts that
participated, as well as the Post Audit Team, is a valuable first step to creating a
comparative budget document that meets the needs being addressed.
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To: Legislature of Kansas
Legislative Division of Post Audit

From: Mike Soetaert, Director of Business
Salina Unified School District #305

Subject: Response to Performance Audit
School District Budgets: Determining Ways to Structure the Budget
Document to Make it Understandable and Allow for Meaningful
Comparisons

School districts prepare and submit a state prescribed budget document designed to
reflect requirements of statutes, rules, and regulations. In addition, districts provide
locally developed budget information and include discussions on school funding and
budgeting through the year to supplement the mandated budget form. We appreciate the
opportunity to work with the state to develop a framework for budget reporting that
serves as an informative overview,

While we agree with the recommendation that a broad-based group is necessary for the
development of a new budget format, we commend the audit team for analyzing,
organizing, and laying a foundation from which to begin. We appreciate the
professionalism the staff exhibited in drawing a tremendous volume of information
together and arranging it in the draft format.

We are providing comments we feel may benefit the development of a new budget
format:

Development
We agree that a broad-based group should participate in the development of the format.

Inclusion of representatives from the public accounting field and software vendors could
broaden the perspective, provide overviews of internal controls, policies, compliance
with audit requirements, and various accounting software packages being used by
districts throughout the state. It should also be pointed out that the four districts involved
reflect only a small percentage of the districts and may not be a broad enough
representation of the population on which to base decisions.

i 1 Unified School District No. 305 PO.Box 797 Salina, Kansas 67402
Salina Public Schools (7858564700 Fav: 760 6e0nTen

3097 309-

An Equal Employment/Education Opportunity Agency

62 PERFORMANCE AUDIT REPORT
Legidative Division of Post Audit
March 2002



Comparisons
Differences between school district operations will need to be considered. Salina has an

enrollment of over 7,000 K-12 students and is the sponsoring district of a 12-district
special education cooperative, operates an area technical school, a multi-county Head
Start program, juvenile detention programs, and an adult education facility. Differences
such as this need to be addressed in the comparative data especially as cost comparisons
are developed, computed, and reported. K-12 enrollment is but one of the measures
involved in comparisons.

Another area of concern is that communities and boards of education must retain the
flexibility to make budget decisions that reflect local priorities in spending.

Reporting

Districts report to several local, state, and federal entities. A process for integrating and
streamlining reports needs to be developed. Common definitions will be necessary.
Design of required reporting formats should lend themselves to gathering information
necessary for any new budget document that is developed. This would provide
consistent, reliable data in an efficient manner.

Time

Any change in the format will require additional time at the state and local levels for
development, training, and reporting. In many districts, there will be fewer people next
year than this year to do these tasks. A reasonable timeline for implementation should be
included in any format. District staff will need time to become familiar with any new
requirements, time to modify internal reporting procedures to ensure alignment of data,
and time to produce the report.

Technology
Software to assist in the gathering and reporting of data should be incorporated into any

plan.

We hope the hours invested by the staff of the four school districts in this audit process
provide a basis for the development of a budget structure that serves the many audiences
that we all have. We agree that ... all this makes it difficult to design a one-size-fits-all
budget format”. However, we believe a more user-friendly and comparative budget
document could be developed by working in a broad-based collaborative effort.
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EGEI
Response to Legislative Division of Pos Audia -1 202
School District Budgets:

Determining Ways to Structure the Budget Document to T LEGISLATIVE DIVISION

Make it Understandable and Allow for Meaningful Comparisens L

From Topeka Public Schools, USD 501 4 Leadln

March 1, 2002 4 Learners
Topeka Public Schools

General Comments

Topeka Public Schools (TPS) appreciates the opportunity to respond to this report on school
district budgets. To provide the information requested by Legislative Post Audit (LPA), our staff
has expended considerable time and effort. In fact, we quit counting the number of hours
committed to this project by numerous people. It is also felt that the time allowed to respond to
the LPA report was insufficient to thoroughly review and verify numbers in the proposed budget
format or to properly evaluate the format, recommendations and conclusions.

LPA’s proposed budget document was intended to make the budget “more useful to district
officials and the public” and to “improve school district operations.” The proposed budget format
does seemingly allow for comparability between school districts, but as noted by LPA, to assure
data is comparable from district to district, it will require standardization and specific regulations
that currently do not exist.

TPS does not believe that the proposed format makes much progress toward a reader friendly
document. Our district staff had difficulty understanding where the figures came from and still
are uncertain how LPA arrived at some of their figures. The nature of budgets makes a simplified
document, that any member of the public can easily understand, a very difficult if not
unreachable goal. School finance has evolved into a very complicated exercise. Change, as LPA
reports, will require “the collective efforts of the Legislature, the Department of Education, local
school districts officials, and others.” We would include both state and federal education
officials.

Even if that is accomplished, TPS is uncertain what comparability will gain us. School districts
have different priorities based upon the needs and desires of the community, shared through their
elected boards of education. Kansas school districts have dramatically different demographics
including race and economic factors that aren’t accounted for in budget comparisons.

If this effort were to proceed, we would join with LPA in urging legislators to do so cautiously
and to study this issue with care and with the input of the groups and individuals suggested.
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Response to Legislative Division of Post Audit
March 1, 2002

Response to Specific LPA Recommendations

To the Legislature:
l.a. Remove the requirement that districts have to budget to spend all the revenues
available to them in certain operating funds...

It would be helpful to be able to show anticipated carry-over on the state document.
However, TPS would want authority to spend carry-over funds if needed, and carry-over
amounts should not be deducted from the next year’s state aid. The LPA report does not
suggest a maximum expenditure limit for carry-over amounts.

1.b.  Requirement to include federal entitlement grants, other grants and miscellaneous
income in all budget documents...

The auditors neglected to address our major concern about grants being placed in the state
document. Grant money cannot be used to cover existing programs. Every grant is received
to provide specific services, and those funds are not allowed to be used to supplant existing
programs. There is great concern that the general public and legislators would not understand
this and think that grant money is available for whatever the district wants, and that is not the
case.

To the Department of Education:
3. ...the Department should follow-up with the Wichita and Topeka school districts
regarding the excessive balances those districts have been carrying in the Food Service
Funds...

We would not agree that our food service carry over balance is “excessive,” as charged
by LPA auditors. School district food service costs are very volatile. Rapidly changing
expenses related to food supplies, employee turnover, sick leave usage, benefit costs and
student participation vary daily. On a warm fall or spring day, the number of students and
staff eating lunch in a high school can vary 50% from the previous day.

Carry-over funds must be allowed to accumulate to purchase replacement of items such
as refrigerated delivery trucks that cost $50,000, dishwashers that cost $70,000 or
remodeling entire kitchens and/or serving areas that cost more than $100,000.

Without sufficient carry-over dollars, meal prices for students would fluctuate from
month to month as expenses vary and the number of lunches served change.

Auditors have assumed balances are “excessive” and not “acceptable.” These are
judgment calls, and should not be expressed as facts.
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Response to Legislative Division of Post Audit
March 1, 2002

To Officials and School Boards in Our Sample Districts:
1. ...review the Department’s guidance on which expenditures to report under each major
Junctional category, and should adjust the “crosswalks” that translate their accounting
data into those categories as needed.”

More specific guidelines would be helpful.

2. Unless those ending balances are being built up for specific purposes, district officials
should reduce the size of those carry-over balances (in several operating funds).

Again there appears to be an assumption by auditors that carry-over balances are
excessive. TPS would disagree with this opinion. Carry-over balances are for specific
purposes and it would also appear that a false assumption has been made that carry-over
balances are not reviewed by the board. The auditors also completely missed the fact that
state statutes do not allow school districts to spend money in certain funds except for
specific purposes, and if you cannot legally spend it, you cannot reduce the carry over
(ex. special assessment fund). It is not fiscally responsible to spend money for the sole
purpose of reducing carry-over, there has to be a prudent reason that benefits the
educational program.

3. ...the Topeka district should label all items included in that detailed budgetary
information as clearly as possible (for its school board members).

This seems to be another assumption that our board does not understand the budget. We
suggest that members of the Board’s budget committee understand the budget better than
LPA auditors.

Other specific comments

In the proposed comparative documents contained in the LPA report for “Other Support
Services” it is apparent that inconsistencies in district reporting skew the data. TPS includes its
information technology staff in this category while others may include them in instructional
support. Any comparisons in these documents must be viewed skeptically because of these
inconsistencies.

The $1.7 million charged to “business office” in the special education fund noted on page 16
of the performance audit report (PAR) is carry-over. Since there is no way currently to report
carry-over, this account was chosen. It would more accurately be placed in “contingency” and
will be changed for FY03.

Expenses for the salary of the NEA-Topeka president that are noted on page 17 of the (PAR)
should be moved from an account for a building that has been closed. It was a detail that was
overlooked. As noted, these expenses are reimbursed by NEA-T.

The 20 percent increase in our operating budget noted on page 20 of the PAR are due
primarily to two things: the placement of the special education fund in the general fund for the
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purpose of calculating the local option budget (supplemental general fund)—as directed by the
legislature last year; and carry-over. The change in reporting the special education budget alone
accounted for a 14 percent increase but no actual new dollars were created for the general fund.
The impact on the LOB resulted in $2.4 million additional dollars, which was an increase of 16
percent in the LOB, but only a 3.3 percent increase or actual new dollars for the general fund and
LOB combined. Placing the special education dollars in the general fund has created an artificial
increase in the budget, and has created a perception that our budget was greatly increased, when
in fact it increased only modestly.

Our figures indicate a 56 percent increase in the food service budget as opposed to the 64
percent stated in the PAR (page 20)—still a huge increase. However, if you take out the carry-
over balance, the increase is twelve percent and can be substantially attributed to a large increase
in health insurance costs. Food service plans on three months carryover to provide adequate
funds for food purchases at the start of the school year, and additional purchases are also
identified for the carry-over such as equipment.

The “comparisons of information” spread sheets in the PAR show TPS with the highest percent
of operational costs for the area of “student support services.” This may be because our district
has a number of special programs for at-risk students that other districts may not. These
programs provide direct services to students and are staffed by certified teachers, counselors and
other educators.

With regard to the high comparison for “district-level administration” we suspect, as LPA has
noted, that there are inconsistencies in how the different districts report this data. The Standard
and Poors’ efficiency measures noted on page 47 of the PAR show a national average of
administration expenditures of 1.9 percent of the total budget. TPS is less than one-half of a
percent above that standard.
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WICHITA PUBLIC SCHOOLS'
RESPONSE TO LEGISLATIVE DIVISION OF POST AUDIT
School District Budgets: Determining Ways to Structure the Budget Document
To make it Understandable and Allow for Meaningful Comparisons
March 1, 2002

Post legislative audit recommendations we concur with:

* Allowing the budgeting of year-end cash balances would enable more accurate
and realistic budgets to be presented.

* Reporting budget information by subgroupings of information would provide
more user friendly data.

* Appointing a task force to collaborate on recommended changes to state budget
forms would improve chances of providing data that is more meaningful to policy
makers and taxpayers while minimizing the administrative costs associated with
implementation.

e Ensuring that districts are not required to report duplicate or unneeded
information would lessen the cost of implementation.

* Reporting federal grants to NCES would enable state-to-state comparisons to be
more accurate.

 Reporting expenditure information by school would be onerous and misleading.

Concerns:

o Self-funded health insurance premiums are currently reported as transfers
instead of benefits. This causes employee benefits to be drastically under-
represented and any related comparisons between districts to be distorted.

o Preparation of the additional reporting will increase central office staffing costs.
The Wichita district had to add an additional position when local budget reports
were enhanced. There is already a very narrow window of time between July 1
when the year-end cash balance and county assessed valuation figures become
available and the time the budget must be published in the newspaper (usually
late July.) Current staff already works overtime to meet that deadline.

o State and Federal grants are often awarded on a fiscal year that differs from
Kansas's schools. This makes it extremely difficult to budget these funds. Grant
funds are also restricted funds that are not available for general use. Inclusion
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of grants in charts and totals would mislead the public on how much money is
available for general use.

District-to-district comparisons on purchased services are meaningless without
further explanation. Our district, for example, contracts pre-kindergarten special
education services to Rainbows United. We also contract busing services.
Another district may provide both in-house. While both districts provide the
same services to students, line-by-line comparisons will differ greatly.

Since utilities are often the single largest non-employee cost, they should be
listed separately on charts and graphs. The auditors included utilities as supplies
in the operations and maintenance function.

Report Inaccuracies:

Wichita’s operations and maintenance costs are higher than the other three
districts because over ninety percent of our 97 school buildings are over 40 years
old, and over 27 percent are over 70 years old.

Increases in the salary and benefit budgets for 2001-02 were three fold. First,
staff was increased by 148 positions including 97 new special education, 15 pre-
kindergarten, and 12 area technical college positions. Second, health insurance
premiums increased by 22 percent. Third, the board increased the local option
budget to fund a 6 percent salary schedule increase, the largest in over 10 years.
Due to the implementation of a new computer system, the district-level
administrative staff FTE was incorrectly reported to the state in 2000 as 324.3
instead of 98.4 thus overstating administrative staffing in the post legislative
report.

Figures reported as average class size actually represent student/certified staff
figures. Actual class size averages are a much larger figure. The average
elementary class size in Wichita is 22.

Wichita does not use the state accounting codes. While we agree that the codes
we use do not consistently agree with the state, we believe that we do
accurately report our financial data on the state budget forms.

Recommendations:

Use current state budget form categories (instruction, student support,
instructional support, school administration, operations & maintenance, facility
acquisition & construction, debt service, other) for comparisons.

Report self-funded insurance premiums as benefits instead of as transfers out.
Separate utility costs from the supply category and from the operations and
maintenance category so that it is easier for the user to find.

Since categories are broad, expand descriptions of categories. Other Support
Services includes more than accounting and payroll. It includes information
technology costs. District-Level Administration includes more than
administrators.
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