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To Members, L egidativePost Audit Committee

Senator LynnJenkins, Chair RepresentativeLisaBenlon, Vice-Chair
Senator Anthony Hendey RepresentativeJohnBallou

Senator DaveKerr RepresentativeJim Garner

Senator Derek Schmidt Representative Dean Newton

Senator ChrisSteineger RepresentativeDan Thimesch

Thisreport containsthefindings, conclusions, and recommendationsfrom our
completed performanceaudit, How Including Previously Unreported Moneys Spent
on K-12 Education Affects Kansas' Rankingsin Nationally Published Statistics.

Thisreport recommendsthat the Department of Education ensurethat K-12
expendituresfromall educationa entities, includingtheschool sfor the Deaf and Blind,
bereportedtoNCES. It alsorecommendsthat the Department work with school
districtsto eliminatepracticessuch astheestablishment of unauthorized* off-budget”
fundsthat resultin expendituresbeing unreported.

Wewould be happy to discusstheserecommendationsor any other itemsinthe
report withany legidativecommittees, individua legidators, or other Stateofficials.

BarbaraJ. Hinton
LegidativePost Auditor






EXECUTIVE SUMMARY

LecIsLATIVE DivisioN oF PosT AupiT

Question 1: What Moneys Exist Outside Kansas’ Regular
School Budget Process That Need To Be Reported to the
National Center for Education Statistics?

In the past, Kansas hasn’t reported several categories of
expenditures asked for in the NCES instructions. Those included
unreported school district expenditures from federal grants, school-level
activity funds, gifts, grants, and district-controlled moneys. Also excluded
were moneys spent for children educated at the State’s Schools for the
Deaf and Blind and at some juvenile facilities. Those expenditures totaled
about $204 million, and accounted for 6.4% of the total expenditures
Kansas should have reported—an additional $432 per student.

Kansas hasn’t reported all its educational expenditures for
several reasons. The Department of Education has used expenditure
data districts report on their State budget documents as the basis for its
reports to NCES. However, those budget documents weren’t designed to
capture some expenditures—such as federal funds and student activity
moneys—because those moneys don’t count against districts’ statutory
budget limits. In addition, some school districts have established
unauthorized “off-budget” funds for some moneys they should have
included in the budget documents.

In still other cases, school officials said they weren’t sure where to
include certain expenditures, so they left them off. Finally, the State’s
Schools for the Deaf and Blind operate as separate State agencies and
don’t submit the sme budget documents to the Department of Education
that school districts do.

Incomplete reporting to NCES reduced Kansas’ federal
funding for 2002-2003 by $3.8 million. NCES officials estimated that
Kansas schools lost at least $3.8 million in federal funding for 2002-2003 as
the result of the incomplete reporting from 1999-2000. About $3.3 million of
that amount was from federal Title | money, and the remainder was for
programs for neglected, delinquent, and migrant children. NCES officials
told us other programs would be impacted as well, but they weren’t able to
easily provide estimates of those amounts. According to NCES officials,
the moneys for 2002-2003 aren’t recoverable because all the federal
money already has been allocated to the various states.
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Question 2: How Does Including Previously Unreported
Expenditure Data for Kansas Change Its
Spending Comparisons With Nearby States?

Because most of Kansas’ previously unreported expenditures
for 1999-2000 were for instructional purposes, adding in those
expenditures would have moved Kansas’ national ranking from 48®
to 41st. More than 85% of Kansas’ $204 million in previously unreported
expenditures for 1999-2000 should have been classified as instructional
expenditures, according to NCES’ instructions. Adding these unreported
amounts to the expenditures Kansas already reported that year would have
done the following:

® ncreased Kansas’ percentage going to instruction from 57.3% to 59.2%

® raised Kansas’ national ranking on the percent of expenditures going
toward instruction from 48" to 41t among the 50 states

® prought Kansas’ percent spent on instruction within about 1% of the
average of 4 nearby states

® made Kansas’ reported expenditures per student—in total, for
instruction, and for support / non-instruction—among the highest of
those states

We found that NCES data have some significant problems with e page 8
consistency. Officials in nearby states told us they do report to NCES
their expenditures from federal grants and student activity moneys, 2
categories that accounted for most of what Kansas didn’t report. But we
noted these states sometimes left out other expenditures that should have
been reported to NCES—such as retirement system contributions the
state makes on behalf of the districts, or the value of food commodities
they receive as part of federal programs. Also, NCES instructions direct
states to classify student activity moneys as either “instruction” or “support
/ non-instruction,” depending on how certain activities are handled.

Generally, we couldn’t tell how much these states didn’t report to
NCES—or reported differently than Kansas—in these categories. We also
caution there could be other non-reported items we couldn’t identify without
doing a detailed audit of each state’s records.

If nearby states had reported all their expenditures according — «--eeeeeeeee page 9
to NCES instructions, Kansas likely would have had the 2" highest
total expenditures per student, instead of the highest. /n 7999-2000,
Kansas’ total adjusted spending per student was $6,705—the highest of the
nearby states, and much higher than the 4-state average of $6,207.
However, with total spending per student of $6,683 (right behind Kansas),
Nebraska needed only about $6.4 million in additional reported
expenditures that year to move ahead of Kansas. The expenditures
Nebraska officials told us they didn’t report to NCES easily could have
totaled more than that amount.
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Kansas’ adjusted spending per student on instruction was $3,967
that year—the second highest of the nearby states, and higher than the 4-
state average of $3,748. It's unlikely Kansas’ ranking in this category
would have changed, because the 4 nearby states would have had to
under-report their instructional expenditures anywhere from $50 million to
$500 million to match the amount Kansas spent. Based on our
conversations with officials in those states, we think it’s highly unlikely their
unreported instructional expenditures could be that high.

Finally, Kansas’ adjusted spending per student on support / non-
instruction was $2,738 that year—the highest of the nearby states, and
higher than the 4-state average of $2,459. Given what officials in nearby
states told us, it’s unlikely but possible that Kansas would have dropped to
second place in per-student spending on support / non-instruction activities
if those states had reported all their expenditures according to NCES
instructions.

We also noted inconsistencies in how states account for and
report staff to NCES. States report staffing information and expenditure
information to NCES on different surveys. Because the instructions for
classifying staff positions on these two surveys are inconsistent, salary
and benefit information can’t be directly tied from the financial survey to the
number of positions reported on the staffing survey. That prevented us
from making any average salary comparisons. Also, the staff survey
instructions don’t provide good guidance to states on how to calculate full-
time equivalencies, or on whether to include contracted positions and
summer school staff. We found inconsistencies in all these areas. We
also found potential problems in how states assign staff to various
categories.

Because of these potential inconsistencies, we limited our staffing
comparisons to only 2states (Missouri and Nebraska), and even then we
had to keep comparisons at a very high level. Those comparisons
showed Kansas’ total staffing levels were between the other 2 states, but
Kansas tended to have a somewhat higher percentage of support / non-
instruction staff. page 11

NCES staff surveys show that, in 2 years’ time, Kansas
districts added a total of more than 3,700 new positions, about 2/3rds
of which were instructional staff. Because of potential inconsistencies
in comparing Kansas to other states, we looked at staffing changes in
Kansas since our previous audit. Based on the information Kansas
reported to NCES, districts added more than 3,700 new positions in the 2-
year period between 1997-1998 and 1999-2000. Further analysis of data
on the Department of Education’s website showed that trend has continued
through 2001-2002 with more than 5,600 new positions added Statewide
even though enrollments have declined slightly during that period.
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Question 2 Conclusion. ............. page 16

Question 2 Recommendations. ............... page 17

APPENDIX A: Scope Statement ............... page 18

APPENDIX B: Revenue and Expenditure Information That Should Be ............... page 20
Included in the National Public Education Financial Survey,
According to the NCES Instruction Booklet and Staff

APPENDIX C: Agency Response ............... page 21

This audit was conducted by Chris Clarke, Scott Frank, and Katrin Osterhaus. 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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How Including Previoudsly Unreported Moneys

Spent on K-12 Education Affects Kansas
Rankingsin Nationally Published Statistics

In November 2001, Legidative Post Audit issued an audit entitled:
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 Sates.
That audit was based on financial data all 50 states reported to the
U.S. Department of Education’s National Center for Education
Statistics (NCES) for the 1997-1998 school year. NCES assembles
those data for comparative purposes, and also uses them to
determine how much money each state will receive from certain
federal programs.

That earlier audit showed Kansas school districts spent slightly more
total dollars per student on K-12 education than other statesin the
region, but asmaller percentage of those dollars was being spent on
instruction. That appeared to be because Kansas had a higher
reported number of staff in support and non-instructional categories.

During a subsequent audit of school district budget formats, we
learned that Kansas hadn’t been reporting all the expendituresit was
supposed to report to NCES. What we could tell at that time was
that those unreported expendituresincluded at least $109 millionin
federal moneys Kansas school districts had received.

Because officialsin nearby statestold usthey had included their
federal expendituresin the figuresthey reported to NCES, Kansas
unreported expenditures could affect the conclusionswe reached in
the earlier audit. Asaresult, the Legidative Post Audit Committee
authorized an additional performance audit to identify all of Kansas'
unreported moneys, assess their impact on Kansas' comparisonswith
nearby states, and determine whether this under-reporting had any
impact on federal dollarsallocated to Kansas.

Thisaudit answersthe following questions:

1. What moneys exist outside Kansas regular budget process
that need to bereported to conform to the National Center for
Education Statistics' reporting instructions?

2. How does including these previously unreported moneys for
Kansas affect its ranking in the most recently published
National Center for Education Statisticsreports?
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To answer these questions, we reviewed NCES' instructions for the types of
expenditures states should be reporting each year, and contacted officialsfrom
NCES as needed for additional clarification. Using that information, we
determined the expenditures Kansas was supposed to be reporting but hadn’t
in the past.

We worked with officials from the Kansas Department of Education to gather
information from school districts and other public education entities about
their previously unreported expenditures. We also contacted education
officias at both the state and school district level in lowa, Missouri, Nebraska,
and Oklahomato try to gather basic information about which expenditures and
staff they have and haven’t included in their reportsto NCES.

Finally, we added Kansas' previously unreported expendituresto the
expenditures it had reported to NCES for the 1999-2000 school year (the most
recent year available) to determine what effect having complete information
would have had on Kansas' national ranking and on the percent of total
expenditures that went to instruction. We also asked officials from NCES to
estimate the impact Kansas' under-reporting of expenditures has had on
federal education dollarsthe State receives.

The primary difference between thisaudit and the earlier audit isthat in the
earlier audit, our focus was on analyzing the data states had reported to
NCES, and on the adjustments NCES made to those data to try to ensure
greater comparability. During thisaudit, our focuswas on trying to identify
expenditure information that Kansas hadn’t reported to NCES, and on what
impact that under-reporting had on Kansas.

In conducting thisaudit we followed al applicable audit standards, except we
didn’t conduct specific testwork to verify the accuracy of the additional
expenditures Kansas school districts reported on the Department of Education
surveys. Consequently, we can’t be sure that school districts reported all their
expenditures or included them in the correct categories. However, because of
the magnitude of dollarsbeing reported, small discrepanciesaren’t likely to
significantly affect conclusionsdrawn from the overall totals.

In addition, we couldn’t verify that the information officialsin other states
provided to us about what they do or don’t include in their reports to NCES
was accurate, nor could we determine how much they hadn’t reported.
Consequently, we couldn’t draw firm conclusions about how Kansas
expenditures rank compared to other nearby states.

A copy of the scope statement the L egislative Post Audit Committee approved
iscontained in Appendix A. The questions appearing in thisreport have been
reworded dlightly to reflect the fact that there were other significant
expenditures besides those made with federal grant moneysthat hadn’t been
reported to NCES.
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Question 1: What Moneys Exist Outside Kansas Regular
School Budget Process That Need To Be Reported tothe
National Center for Education Statistics?

For the 1999-2000 school year, Kansas didn’t report $204 million of
expenditures that should have been reported to the National Center
for Education Statistics (NCES). The unreported expenditures
included those made from federal grant funds, local giftsand grants,
and school-level activity moneys, aswell as expendituresfor
educating students in some juvenilefacilities and the State Schoolsfor
the Deaf and Blind.

These types of expenditures haven’'t been reported in the past because
they weren’'t included in districts’ budget documents, which are the
main source of information for the Department of Education’ s reports
to NCES. Major reasons why these expenditures were left out of
budgets. documents weren’t designed to capture some types of
expenditures, districts sometimes used “off-budget” funds for some
moneys, and sometimes district officials were uncertain about where
to show some expenditures. Expenditures for the Schools for the
Deaf and Blind weren’t reported because the Department hasn’t
routinely collected those data.

Because NCES uses the information states report to it to alocate
federal education funding among the states, Kansas' unreported
expenditures are estimated to have resulted in Kansasreceiving at
least $3.8 million less federal money for 2002-2003 than it was
entitled to. These and other findings are discussed in more detail in
the sections that follow.

In the Pagt, Instructions published by NCES ask states to report al spending on
Kansas Hasn't Reported education. Theitemsthe Center asksto have included encompass
Several Categories of regular and special education, food service, transportation, and the

Expenditures Asked For like. NCES officialsthen subtract expendituresfor capital projects

Inthe NCES Instructions  and property and equipment to arrive at “current” expenditures for
education. NCES staff compile and use this information to compare
states' spending for K-12 education.

For the 1999-2000 school year, Kansas didn’t report about $204
millionin current expenditures. That informationissummarizedin
Tablel-1 on the next page. Appendix B shows the instructions or
other information that indicated expenditures of these funds should
have been reported.

These unreported expenditures were about 6.4% of the total
expenditures Kansas should have reported, and accounted for an

additional $432 per student.
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1999-2000 Expenditures Omitted from Kansas’ Reports to NCES

Table I-1

That Should Have Been Included

Federal Grants- Such as Title | (helping disadvantaged youth meet State
performance standards) and Title VI (helping meet special education needs $109 million
of high-cost and at-risk students).

School-Level Activity Funds Such as Chess Club or Class of 2003.

(Beginning in 2003, NCES no longer wants these funds to be reported.) $69 million
Other Gifts, Grants an®istrict-Controlled Moneys Such as Kauffman -

. : o $15 million
Foundation moneys, Kansas Corporation Commission energy grants or
other donations.
Schools for the Deaf and BlindThese State-sponsored “specialty” $9 million

schools should be included, but haven’t been in the past.

Beloit and Atchison Juvenile Correctional Facilitie€ansas has 4
juvenile correctional facilities, but expenditures relating to education in $2 million
these 2 haven’t been reported in the past.

Total

$204 million

Kansas Hasn’'t Reported

All 1ts Educational
Expenditures For
Several Reasons

Generally, the Department of Education has used actual
expenditure data school districts report to the State on their budget
documents asthebasisfor filling out NCES' National Public
Education Financial Survey. But those budget documents haven't
included all expendituresbecause:

In general, the State only included fundsthat count against
district budget limitsin the school district budget
documents. K.S.A. 12-1663 specifically exempts federal funding from
school district budget limits. In addition, student activity moneys also
aren’t counted against district budget limits. As a result, budget
documents designed by the State haven’t included expenditures from these
types of funds. Because the Department relies primarily on the budget
documents to complete the NCES survey, excluding federal funding and
student activity moneys from the budget documents resulted in those

moneys being omitted from the NCES survey as well.

Some districts have set up unauthorized “ off-budget” funds
for some moneysthey should have been deposited in their
general fund or one of the other statutorily authorized

funds. For example, the Topeka school district has set up a separate
fund for payments it receives from Pepsico for the exclusive right to sell
Pepsi products in Topeka schools. Department of Education officials told
us there is no statutory authorization for such afund. That money should
have been deposited into and spent out of one of the authorized funds

included in the budget document.

Somedistricts haven't included expendituresrelated to
education services contracts they have with juvenile
correctional facilities. The school districts that contract with the
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Beloit and Atchison juvenile correctiona facilities haven't reported the
expenditures they made to educate juvenile offenders. District officials
indicated they weren't sure where those expenditures should be included in

the budget documents.

® TheDepartment of Education hasn’t routinely collected
expenditureinformation from the Kansas School for the

Deaf and School for the Blind. These schools operate as separate
State agencies and don’t submit the same budget documents to the
Department of Education that school districts do.

I ncomplete Reporting
To the National Center
Reduced Kansas
Federal Funding for
2002-2003 by

$3.8 Million

In addition to being published for comparative purposes, data that
states report to NCES also are used to allocate federal education
funding to the states. For example, the federal government used
amounts states reported for the 1999-2000 school year to allocate
the fundsthat will be available to be spent during the 2002-2003
school year.

Because Kansas has consistently under-reported its expenditures, it
hasreceived lessfederal education funding each year than it should
have. To determinethefinancial impact of thisunder-reporting, we
provided NCES officals with the corrected expenditure information
for the 1999-2000 school year gathered during this audit. NCES
officials estimated that, if these expenditures had been reported:

® Kansas federal Titlel moneysfor the current 2002-2003
school year would have been about $3.3 million greater

® Kansas moneysfor programsfor neglected, delinquent,
and migrant children would have been about $500,000
greater

Federal officialstold us other federal entitlement programs also
would have been impacted, but they couldn’t easily giveusafirm
estimate of the additional money Kansas might have received under
those other programs.

We asked whether financial reports could be amended to recover
some of the lost money, but federal officialstold usthat wasn’t
possible because al the available money aready had been
apportioned to the 50 states.

Kansas Department of Education officialsalready have provided
previously unreported expenditures of federal moneysto NCES for
the 2000-2001 year. They told usthey plan to submit al other
unreported 2000-2001expenditures to NCES, and that they are
revising their proceduresto include all reportable expendituresin
the future.
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Question 2: How Does I ncluding Previously Unreported Expenditure Data for
Kansas Change I ts Spending Comparisons With Near by States

Including al reportable expenditures for the 1999-2000 school year
increased the percent of their budgets Kansas school districts spent
on instruction from 57.3% to 59.2%. That change would have
moved Kansas up from 48" to 41 in NCES' rankings, brought
Kansas within about 1% of the average reported by 4 nearby states,
and made Kansas' reported expenditures per student among the
highest of those states. There are limitations to these comparison
data, however: nearby states don’t always report all the
expenditures they should be reporting, and they don’'t always
classify similar types of expendituresin the same categories. These
inconsistencieslimited our ability to compare Kansas' spending
with nearby statesto high-level comparisons. If those states had
reported all expenditures according to NCESinstructions, it’slikely
Kansas would have had the 2™ highest total expenditures per
student in 1999-2000, and would have ranked either first or second
in per-student spending for both instruction and support/non-
instruction.

Staffing numbers NCES gathered al so have inconsi stencies that
make them less useful in drawing comparisons with other states.
Eliminating as many inconsi stencies as possi ble, we noted Kansas
appeared to have more staff than 2 nearby states in the broad
category of support/non-instruction. Current Department of
Education data show that, between 1998 and 2002, Kansas school
districts added more than 5,600 new positions, even though
enrollments essentially were unchanged. Much of that growth—
both in terms of numbers and percent—wasin non-certified staff.
These and related findingswill be discussed in more detail inthe
sectionsthat follow.

Because Most of Kansas
Previously Unreported
Expendituresfor
1999-2000 Were for

I nstructional Purposes,
Adding in Those
Expenditures

Would Have Moved
Kansas National
Ranking from 48" to 41

More than 85% of Kansas' $204 million in previously unreported
expenditures for 1999-2000 should have been reported as
instructional expenditures, according to NCES. Adding those
additional expendituresto what Kansas reported that year would
have increased the percent Kansas school districts reported
spending on instruction from 57.3% to 59.2%.

Compared with what other states reported to NCES for 1999-2000
this change a so would have done the following:

® raised Kansas national ranking on the percent of expenditures
going toward instruction from 48" to 41% among the 50 states
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@ Dbrought the percent of their budgets that Kansas school districts
spent on instruction to within about 1% of the average reported
by 4 nearby states

® made Kansas reported expenditures per student among the
highest of those states

Thisinformationis

Table I1-1 . .
1999-2000 NCES Financlal Survey with all Reportable Expenditures for KS summarizedin Tablell-
Instruction Spending as a Percent of Total Current Spending 1. Thereader should be
National State Instruction SupporNon-Instruction Total aware that the numbers
Ranking Spending
for the 4 nearby states
% of Total $ per % of Total $ per $ per
Spending Student Spending Student Student are as reported to
13 Nebraska 62.8% $4,198 37.2% $2,486 $6,683 NCES We Weren t able
24 Missouri 61.6% $3,811 38.4% $2,375 $6,187 tO ajj USt thern’ Ilke we
41(a) Kansas 59.2% $3,967 40.8% $2,738 $6,705 _dl d for Kansas That S
43 lowa 58.9% $3,864 41.1% $2,700 $6,564 Impon_:ant’ becaU% We
48 Oklahoma 57.8% $3,120 42.2% $2,274 $5,395 found I ncons StenCI esin
4-State 60.4% $3,748 39.6% $2,459 $6,207 the expendl tures Other
Average states report, and in
Kansas’ -1.2% + $219 “+1.2% + $279 + $498 hOW tho% expendltures
Difference .
(a) Before Kansas’ unreported expenditures were included, its national rank was 48" among the 50 states. are Cl aSSfI ed ThO%
Source: National Center for Education Statistics, 1999-2000 National Public Education Financial Survey and data gathered by prObl emsare dl SCU$ed
LPA and KS D f Ed ion for federal, miscell , and activity fund: di inf ion for 1999- H H
2000,an epartment of ucation for federal, miscellaneous grants, and activity funds expenditure information for in more detall On the
following pages.
4 N

Definitions of Expenditure Categories

The National Center for Education Statistics (NCES) collects current expenditure data in 3 basic
categories: Instruction, Support, and Non-Instruction. For ease of reporting, we've combined the
Support and Non-Instruction categories and refer to them collectively as Support/ Non-Instruction. The
definitions of expenditures in the 2 categories used in this report are as follows:

Instruction - This category includes expenditures for teachers’ and para-professionals’ salaries and
benefits, supplies such as textbooks and classroom computers, and purchased instructional services.
These expenditures relate to activities dealing directly with the interaction between teachers and their
students, whether face-to-face in a classroom, home or hospital, or through such mediums as television,
radio, telephone, or correspondence.

Support/Non-Instruction - This category includes expenditures for support services that provide
administrative, technical, and logistical support to facilitate and enhance instruction. These services
include operation and maintenance of buildings, school-level and district-level administration, student
support services (nurses, therapists, and guidance counselors), transportation, instructional staff support
(curriculum coordinators, trainers, and librarians), business services, research, and data processing.
This category also includes non-instruction expenditures related to food service for students, and
operations such as bookstores.

\- J
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We Found That NCES
Data Have Some
Significant Problems With

We contacted state department of education officialsand officialsin
severa school districtsfrom lowa, Missouri, Nebraska, and
Oklahomato get more detailed information about what they include

Consistency in the educational expendituresthey report to NCES. In brief, the
problems we found with the data they report to NCES are twofold:
@ thenearby states don’t alwaysreport all the expenditures they
should be reporting
@ those statesdon’t always classify similar types of expendituresin
the same reporting categories
Like Kansas, the near by states we contacted sometimes left out
whole categories of expendituresthat should have been reported
to NCES. Officialsin each of the nearby statestold usthey do
report their expenditures from federal grants and student activity
moneys. These 2 categories of expenditures accounted for about
87% of the expenditures Kansas originally didn’t report. However,
those states appear to have left out at least one or more other
categories of expenditures they should have reported to NCES. That
informationissummarizedin Tablell-2.
Table II-2
Categories of Expenditures That Nearby States
Apparently Don’t Report to NCES
(States do report categories that are shaded)
$xpenditure Missouri Nebraska Oklahoma lowa
ype
iJuvs-)nil_e Custodial Not Reported Not Reported I_Didn’t prc_)vide this
nstitutions information to us
On-Behalf-of
M . .
(i.eo.,nri%i/rsement system Not Reported I?Idn t prc_)wde this
contributions the state information to us
makes on behalf of
the districts)
Local Grants and Didn’t provide this
Gifts information to us
Value of Food
Commaodities Didn’t provide this
Provided in Not Reported Not fully reported information to us
Federal Programs
Source: LPA interviews with officials from the nearby states.
The amount of unreported expenditures for the categories shown on
Tablell-2 generally wasn’t readily available, and officialswere
reluctant to provideit to us because of the timeinvolved in
researching records from previous years. In addition, the reader
should be aware there could be other non-reported items we couldn’t
identify without doing a detailed audit of each state' srecords.
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There salso consider able variability in how states classify some
expenditures, which could affect comparisons of amounts spent
on “instruction.” Student activity moneyswas the primary area
where thiswas aconcern. These moneys include gate receipts from
plays, concerts, and athletic events, aswell as moneys spent for
classtrips, clubs, and thelike.

Some states operate their athletics or other programs as self-
sustaining enterprises, and appropriately report the related
expendituresin an “enterprise”’ category, which NCES instructions
say are classified as non-instruction. Other states, like Kansas,
don’t operate them as enterprises and include the expenditures as
student activities, which NCESinstructions say should be classified
asinstruction. The following table shows how these variations
affected the way nearby states reported their student activity
moneysto NCES.

Missouri Reported as instruction

Nebraska Reported as non-instruction

Oklahoma Split between instruction and non-instruction
lowa Didn’t provide this information to us

Although we weren't able to get information about the amount of
money each state spent from student activity moneys, those
amounts could be large enough to make a significant differencein
the percent a state reports spending on K-12 instruction. For
example, Kansas had $69 million in unreported student activity
moneysin 1999-2000. In accordance with NCES guidelines, we
categorized all those previously unreported expenditures as
“instruction.”  If they had been reported as * support/non-
instruction,” the percent of total spending on instruction in Kansas
would have been 57.0% instead of 59.2%.

If Nearby States Had
Reported All Expenditures
According to NCES

I nstructions, Kansas
Likely Would Have Had
the 2" Highest Total
Expenditures Per Student,
I nstead of the Highest

We can’t specul ate about how omissions and inconsistenciesin
reporting would affect all states and the national rankings NCES
putsout. But inlooking at what nearby states apparently did and
didn’t report to NCES, we think we can still offer some broad
conclusions about how Kansas expenditures per student compared
with the 4 nearby states.

For example, it’ slikely Kansas would have the 2 highest

expenditures per student, rather than the highest. That’s because,
asthetop chart on Table 11-3 shows, Nebraska needed only about
$6.4 million in total expenditures for 1999-2000 to move ahead of
Kansasin total spending per student. The expenditures Nebraska
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Table 11-3

Comparison of Spending Per Student

1999-2000
Total Spending Per Student

$7,000
$6,000

$5,000
Kansas
Nebraska
lowa
Missouri
Oklahoma
4-state
average:

$4,000

$3,000

$2,000

$1,000

$0-1

Instruction Spending Per Student

$7,000

$6,000

$5,000

$4,000- Nebraska
Kansas
lowa
Missouri
Oklahoma
4-state

average:

$3,000

$2,000

$1,000

$0-

Support/Non-Instruction Per Student

$7,000

$6,000]

$5,000

$4,000- Kansas
lowa

$3,0001 Nebraska
Missouri
Oklahoma
$1,000- 4-state
average:

$2,000

$0

Source: NCES data

$6,705
$6,683
$6,564
$6,187
$5,395

Total
Additional Spending
Needed To
Amount Enroliment Match Kansas
473,654 n/a
288,261 $6,341,742

$6,207

Amount Enroliment Match Kansas

497,301 $70,119,441
914,110  $473,508,980
627,032  $821,411,920

Additional
Spending on
Instruction
Needed To

$4,198
$3,967
$3,864
$3,811
$3,120

$3,748

Amount Enrollment Match Kansas

288,261  -$66,588,291
473,654 n/a

497,301 $51,222,003
914,110  $142,601,160
627,032  $531,096,104

Additional
Spending on
Support/Non-

Instruction

Needed to

$2,738
$2,700
$2,486
$2,375
$2,274

$2,459

473,654 n/a

497,301 $18,897,438
288,261 $72,641,772
914,110  $331,821,930
627,032  $290,942,848

= = == 4-state average |

J
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officiastold usthey didn’'t report to NCES that year (some costs
for educating studentsin juvenilefacilities, the value of some food
commodities received from federal food programs, and the cost of
retirement contributions paid by the state on behalf of school
district employees) could easily total morethan $6.4 million.

Kansas rankingin dollarsspent per student on instruction
probably wouldn’t have changed. Asthe middle chart on Table
I1-3 shows, the 3 other states would have had to under-report their
instructional expenditures by $51 million to more than $500 million
to catch up with Kansas. Based on our conversations with officials
in those states, wethink it is highly unlikely that their unreported
instruction expenditures in those states could be that high.

It’s possible Kansas would have dropped to second placein
per-student spending on support and non-instruction activities.
As the bottom chart on Table 11-3 shows, that’ s because lowa
would only need to have about $19 million more in expendituresin
this category to surpass Kansas. Wethink that’s unlikely, however,
because lowa officialstold us they did report expenditures from
federal moneys—the category that made up the bulk of Kansas
unreported expenditures. However, lowaofficialsdidn’t provide
us with the same level of information as the other states about what
other expenditures they did or didn’t report to NCES, so there’s no
way for usto know for sure.

We Also Noted

I nconsistenciesin How
States Account for and
Report Staff to NCES

In addition to itsfiscal survey, NCES collects enrollment and
staffing information each year from each state. The enrollment and
staffing information are collected on a separate survey document
that isnot directly tied to the fiscal survey document. We noted
several problemswith the surveys or the instructions.

® Thetwo surveysareinconsistent in how they classify
expenditures and associated staff. Tablell-4 shows severd
examples of the types of inconsistencies we saw between the 2
surveysin how staffing levels and expenditures are to be

Table II-4
Discrepancies Between the NCES Fiscal Sary and Non-Fiscal Survey Instructionsg

reported for various
categories. Because of these

Fiscal Survey Instructions Non-Fiscal Survey Instructionsg

inconsistencies, wedecided it

Staff Description | Say Record This Staff as..... Say Record This Staff as.... would not be meani ngful to

Data Processing Other Support

District Administration prOVi de average sal ary and

Curriculum Instruction Support

Coordinators

benefit comparisons by type of
staff (instructional or support/

Instruction

Source: National Center for Education Statistics: National Public Education Financial
Survey Instruction Booklet, and Instructions for Completing the Non-fiscal Surveys of the

Common Core of Data.

non-instructional)
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The staffing survey instructionsdon’t provide sufficient
guidance in some ar eas on which staff should beincluded, and
how they should be counted. Some areas where a lack of
sufficient guidance contributed to inconsistencies:

Calculation of full-time equivalencies (FTE) In reviewing documents and
talking with school district officials, we noted that FTE counts varied
considerably, not only among states, but often by district within a state. Some
variations we saw included computations based on 10 months, 12 months, and
2000 hours.

Contracted Positions. Some districts may contract out their student bus
services, while others may transport students using district employees.
Although it’s not clear from the instructions, NCES staff told us they wanted
all contracted positions to be included in districts’ staff counts. At least 3 of
the states we reviewed (Nebraska, Missouri, and Oklahoma) told us they didn’t
include them.

Summer School Staff: NCES' survey instructions don’t specifically mention
whether to include summer school staff in the staff counts, but its staff told us
they wanted summer school staff included. Kansas, Missouri, and Nebraska
generally don’t report summer school staff on their survey, but Oklahoma
does.

We also saw potential problemsin how states assign staff to
various categories. For example, Missouri reported having 83.5
district-level administrative staff for every 10,000 students
compared to 24.8 in Kansas and 27.7 in Nebraska. At the same
time, in several other categories Missouri showed far fewer
employees per 10,000 students than either Kansas or Nebraska.
Although we would expect some variation among the states,
variations of this magnitude suggested there may be significant
differencesin how Missouri isclassifying its staff in these reports.

For all these reasons, we' ve had to limit our staffing comparisonswith
other states. To be as consistent as possible, we took the following

steps.

We compared staffing levelsonly with Missouri and Nebraska—
the two states that were most like Kansas in that contracted staff
and summer school staff weren’t counted.

We compared only the two broadest categories of “Instruction”
and “ Support/Non-Instruction.” That should eliminate most of the
variation in how the states assigned staff to more detailed
categories within those two broad categories

12
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Table 11-5 summarizes those comparisons. Asthistable shows,
Kansas' total reported staff per 10,000 students fell in-between
Missouri and Nebraska. However, Kansas had a higher percentage
of its staff in the support/non-instruction category than either
state—about 1% more than Missouri and 2% more than Nebraska
Each 1% difference accounts for about 638 employeesin Kansas.

Table 1I-5
Comparing Kansas’ 1999-2000 Staffing Levels
With Missouri and Nebraska

Employees per 10,000 Students

Employee Category
Kansas Missouri Nebraska

Instruction 841.7 818.3 873.6

% of Total (62.3%) (63.3%) (64.3%)
Support/Non-Instruction 508.9 473.7 484.3

% of Total (37.7%) (36.7%) (35.7%)

_

TOTAL ALL EMPLOYEES| 1,350.6 1,292.0 1,357.9

Source:

National Center for Education Statistics, 7999 Stafe Non-fiscal Surveys of
Public Elementary and Secondary Education

NCES Staff Surveys Show

That, in 2 Years Time,
Kansas Districts Added a
Total of More Than 3,700
New Positions, About
2/3rds of Which Were

I nstructional Staff

Although we had concerns about consistency issues when
comparing Kansas' staffing levelsto other states, the staffing
counts Kansas reported to NCES should befairly consistently
reported from year to year. Table I1-6 showsthe changein
instruction staffing levelsfor Kansas school districts between 1998
and 2000, and Table 11-7 shows the change in support / non-
instruction staffing levelsfor that same period.

As these tables show, over that 2-year period Kansas school
districts added atotal of 3,726 new positions. Of those new
positions:

® about two-thirdswereinstructional staff, split fairly evenly
between teachers and other instructional staff

® about one-third were support / non-instruction staff. Almost all
these new positions were for “ other support staff” rather than
district-level or school-level administration. According to
NCES guidelines, other support staff includethingslike
purchasing staff, data processing staff, and the like.
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InstructionStaffing Levels to What It Reported In 1997-1998

Table 11-6

Comparing Kansas’ 1999-2000

Employee Category

Employees per 10,000 Students

Kansas had this
many more of
these employees
for a like numben
of students than

Kansas Kansas . .
1997-1998 1999-2000 Difference it had 2_ years
earlier
Teachers 672.7 698.2 +25.5 +1,204
Other Instruction Staff 118.6 143.5 +24.9 +1,176

TOTAL ALL

INSTRUCTION

EMPLOYEES 791.3 841.7 +50.4 +2,380
Source: National Center for Education Statistics, 7999 State Non-fiscal Surveys of Public Elementary

and Secondary Education

Table II-7
Comparing Kansas’ 1999-2000
Support/Non-InstructiorStaffing Levels
With the Average of Neighboring States, by Category of Employee
Kansas has this
Employees per 10,000 Students many more of
these types of
employees for a
EmployssiCatagony; like number of
Kansas Kansas Diff students than it
1997-1998 | 1999-2000 frierence Il had 2 years
earlier
Distriet
Administration
Administrators 271 26.3 -0.8 -38
Staff 21.2 24.8 +3.6 +170
District Admin.
Subtotal 48.3 51.1 +2.8 +132
School/
Administration
Administrators 36.2 36.7 +0.5 +24
Staff 43.6 42.2 -1.4 -66
School Admin.
Subtotal 79.8 78.9 -0.9 -42
Other Support Staff 352.3 378.9 +26.6 +1,256
TOTAL ALL SUPPORYT/|
NON-INSTRUCTION
EMPLOYEES 480.4 508.9 +28.5 +7,346
Source: National Center for Education Statistics, 7999 State Non-fiscal Surveys of Public Elementary

and Secondary Education
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In recent years, thetrend toward increased staffing levels
seems to be continuing, even though enrollments have been
flat. Because the most current NCES survey results we had only
went through the 1999-2000 school year, we used Department of
Education datato compare Kansas districts’ staffing levelsfrom
1997-98 through the 2001-02 school year. Although these data are
kept on adlightly different basisthan the NCES numbers, they
show the same pattern of growing staffing levels through 2001-
2002. Those data are shown in Table1l1-8.

Table 11-8
Comparison of Staffing Levels In Kansas School Districts
1997-1998 to 2001-2002

1997-1998 | 2001-2002 Increasel Percent Chang
Certified 38,043 39,965 1,922 5.1%
Non-Certified | 21,492 25,190 3,698 17.2%
Total 59,535 65,155 5,620 (94%N
~—~

Illustration of 5-Year Change in
Total District Staffing and Enrollment
School Years 1997-98 through 2001-02

10% yA
8% _
/A/( Staffing
6% /
4% /
2%
Enrollment
0% A— i B -0.1%
0% —

1 1 I 1 1
1997-98 1998-99 1999-00 2000-01 2001-02

Source: Kansas Department of Education website

Asthetable and graph show, districts’ total staffing levelsincreased
by more than 9% since 1998. According to the Department’s
records, much of that 4-year growth both in terms of numbers and
percentswasin non-certified staff.

The graph also shows that, during the same time district staffing
levelswereincreasing, K-12 headcount enrollmentsin Kansas
declined dlightly—by about one-tenth of a percent.
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Department of Education officialsidentified at |east 2 factors that
could be driving these trends. First, they told us much of the
staffing growth is occurring in afew school districts, such asin
suburban areas of Sedgwick and Johnson Counties, that also have
had large increasesin enrollment. For example, the Olathe school
district had an increase of amost 2,700 students over the period we
reviewed, and it hired 448 additional staff—243 certified and 205
non-certified. In contrast, many rural districts may lose afew
students a year, but not enough to cut staffing. Intotal, the
enrollment losses in the rural districts appear to be offsetting the
enrollment gainsin some of the more urban districts, but there are
no associated decreasesin rural district staffing levelsto offset the
increasesin the urban districts.

A second factor may be an increased effort to integrate special
education studentsin to the regular classrooms. According to
Department officialsasignificant number of paraprofessionalshave
been hired to help with this process.

Conclusion:

During this audit, we had hoped to be able to provide the

L egislature with more definitive comparisons of K-12 education
expenditures for Kansas and nearby states. However, the more we
learned about the expenditure and staffing information states
report to NCES, the more we realized how inconsistent those
reported numbers might be. Without being able to audit other
states' reported figures, we felt limited to providing only higher-
level comparisons. Until NCES takes more proactive steps to
ensure that states are reporting fiscal and staffing information
more consistently, there will always be questions about how
states' education spending and staffing levels compare to each
other—and no good answers.

Notwithstanding these consistency problems, we do know it takes
huge reporting discrepancies to have much impact on high-level
comparisons of educational spending among the states. Asa
result, in 1999-2000 Kansas still appeared to spend a somewhat
smaller portion of its K-12 education dollar on instruction than
nearby states. In addition, its spending per student—both in total,
for instruction, and for support / non-instruction—was among the
highest of the nearby states. Kansas appeared to have more
support / non-instruction staff per student than nearby comparison
states. And bigincreasesin Kansas' staffing levelsover theyears
have occurred at the same time Statewide enrollment levels have

16
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remained flat. All of thisinformation could be useful to the
Legidaturein itsongoing deliberations about K-12 education
funding.

Gathering all of Kansas' previously unreported expendituresfor this
audit represented amajor effort by the Department of Education
and the school districts. This effort has hel ped establish a process
that will ensure more complete and accurate reporting to NCES in
the future, and also will help ensure that Kansas getsitsfull share of
federal funding.

Recommendations.

1. To help ensure that it reports complete and accurate
information to the National Center for Education Statisticsin
the future, the Department of Education should obtain and
report K-12 expenditure data each year from all K-12 public
education entities, including the Kansas Schoolsfor the Deaf
and Blind and the interlocals.

2. To help ensure that the expenditure data Kansas school districts
report in their budget documentsis as complete and consistent
as possible, the Department should work with the school
districts and other K-12 public education entitiesto correct
problem issuesidentified in thisreport, such asthe use of
unauthorized funds, and inconsistent reporting of educational
expendituresfor youthinjuvenilefacilities.
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APPENDIX A
SCOPE STATEMENT

This appendix contains the scope statement approved by the L egislative Post Audit
Committee for thisaudit on March 7, 2002. Thisaudit isafollow-up to a previous audit
completed, and was requested by the Committee itself.

School District Spending on Instruction:
Determining The Impact of Kansas Not Reporting Certain M oneys
to the National Center for Education Statistics

Reports published by the National Center for Education Statistics in 2001 showed that
Kansasschool districtsspent aconsiderably smaller portion of their overall budget oninstructionthan
school districts in other states. For example, those statistics showed that Kansas spent 57% on
instruction compared to 62% in Nebraska.

TheL egidlative Post Audit Committee authorized audit work in 2001 to find out why Kansas
was spending lessof itseducational dollar oninstruction. Based ontheinformation examinedinthat
audit, it appeared that Kansas' allocation of spending between instruction and non-instruction was
out of balance becauseit had considerably more non-instructional staff and waspaying themmoreon
average. Inaddition, Kansas was spending less on total compensation for itsinstructional staff.

During asubseguent audit focusing on waystoimprove school district budgetsin Kansas, we
discovered that the school districts account for substantial amounts of money (including
approximately $115 million in federal entitlement moneys- FY 2001) outside the budget document
they submit to the Department of Education. Department officials indicated that this money is not
included in the expenditure totals they report to the National Center for Education Statistics.
Becausethiscould havesignificant implicationsfor thefindingsof theearlier audit, we checked with
surrounding states to see whether they included these moneys when they report expendituresto the
National Center. We found that they do report their federal entitlement moneys.

This has raised questions about what other moneys these states might report that Kansas
doesn’t, and how Kansas' ranking might changeif thefederal entitlement moneyshad beenincluded
in total expenditures the Department of Education reports to the National Center for Education
Statistics.

A performance audit of thistopic would answer the following questions:

1. What moneysexist outsidetheregular budget process that need to bereported tothe
National Center for Education Statisticsto makeK ansas expenditurescompar ableto
what other statesreport? To answer this question, we would use information gathered
during our audit of school district budgetsin Kansasto identify what moneysare and aren’t
currently beingincludedin reportsto the National Center for Education Statistics. Wewould
contact state education officials and officials at a sample of school districtsin surrounding
statestoidentify what specific revenuesthey do and don’t include when reporting to NCES.
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Aspart of thisreview, we al so would obtain copies of any accounting and reporting manuals
for each surrounding state and compare them to Kansas' s accounting handbook and to the
NCESreportinginstructionstolook for any significant differencesintheway the surrounding
states may classify expenditures they report to NCES.

2. How might including theinfor mation about federal entitlement moneys have affected
Kansas ranking on percent spent on instruction in the most recently published
National Center for Education Statistics reports? To answer this question, we would
analyze expenditureinformation school districtsreport about their federal entitlement grants
to the Department of Education and try to identify amounts spent for instruction and non-
instruction purposes. For expenditures that aren’t already classified as instruction or non-
instruction, if possible, we would look at the guidelines for the programs and try to make a
judgment about where those moneys should be counted. For example, if all funding for a
particular program had to be used to enhance teacher salaries, we would count all of that as
instruction. Based on the datawe reviewed, we would recompute percentages for the most
recent year for which statistics and rankings are available. Using the already compiled
rankings of the states, we would insert Kansas where it would belong using the new
percentages we cal cul ated.

(Note: Thisquestionislimited to federal entitlement moneys becausethosearetheonly* off-budget
moneys” for which breakdowns might bereadily availableto showwhat per cent went for instruction
versus non-instruction. Thisinformation may not even be available for all titles under the federal
programs.)

Estimated timeto complete: 6-8 weeks

PERFORMANCE AUDIT REPORT 19
Legidlative Division of Post Audit
December2002



APPENDIX B

Revenue and Expenditure Information That Should Be Included in the National Public
Education Financial Survey, According to the NCES Instruction Booklet and Staff

Type of money What the NCES Instruction Booklet States Further clarification
from NCES officials
Federal grants The survey itself asks respondents to sign under the NCES expects states to
following statement: “I hereby certify that to the best of my include all expenditures
knowledge and belief, the data reported in sections [-XV regardless of federal, state,
below constitute a true and full report of revenues, or local source on the
expenditures, and student attendance during the regular survey.

school year and for summer school for the public elementary
and secondary schools under this jurisdiction...” The
instruction booklet doesn’t specifically instruct states to
include expenditures made from federal moneys.

Donations, gifts, Under Section I.I. "Other Revenue from Local Sources,” the Again, NCES expects states

and private grants instructions state to “include revenues...from...contributions to report all revenues and
and donations, from private philanthropic foundations, expenditures made for
organizations, and individuals...” elementary and secondary

education.

Special schools Under “Steps for Ensuring Comparability of Submitted Data”,

(e.g. juvenile NCES reminds states not to forget special school districts:

custodial “Include revenues and expenditures for Local Education

institutions, charter | Agencies that serve special student populations, i.e.,

schools, schools » Schools for handicapped

for handicapped, Juvenile custodial institutions

mentally retarded,
blind, deaf)

Other special education state-established entities
Schools for the deaf, blind, and mentally retarded
Charter schools...State education department staff may
need to contact other state agencies to alert them to the
need to provide fiscal data on these special schools and
school districts. Revenues and expenditures for these
schools and school districts must be reported on the
fiscal survey even if they are not classified in your state
as “regular school districts” or “local education
agencies.”...

Student Body Under Section I.k. Student Activities”, the instructions say to
Activities “include revenue from admission fees to school-sponsored
activities such as concerts or football games, book sales by
students or student sponsored bookstores; dues and fees for
student membership in school clubs and organizations, fees
for goods and services such as towels, lockers and
equipment, and ‘other student activity income.” (p. 26)

In the Expenditure Section, Student Body Activities
expenditures are listed to be included in the Instruction
function: “Student Body Activities refer to school-sponsored
programs such as co-curricular activities and athletic
programs that supplement regular instruction. Co-curricular
activities are carried out under the guidance and supervision
of LEA staff and are designed to enhance student
motivation, enjoyment, and skill improvement. These
activities include band, chorus, choir, speech, and debating.
They also include student-managed activities such as ‘Class
of 199X, chess clubs, senior proms and Future Farmers of
America.”

Source: National Center for Education Statistics Instruction Booklet published January 1999, and LPA staff follow-up with NCES staff.
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APPENDIX C

Agency Response

On December 3 we provided copies of the draft audit report to the State Department of
Education. Itsresponseisincluded in thisappendix.
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)
/ Kansas State Department of Education

120 S.E. 10th Avenue
Topeka, Kansas 66612-1182

ECETVEIR

Mrs. Barbara J. Hinton

Legislative Post Auditor DEC 9 2002
Legislative Division of Post Audit
800 S. W. Jackson Street, Suite 1200 LEGISLATIVE DIVISION
Topeka, Kansas 66612-2212 OF POST AUDIT

Dear Mrs. Hinton:

Thank you for the opportunity to report on the status of recommendations concerning your
performance audit, How Including Previously Unreported Moneys Spent on Education Affects
Kansas' Rankings in Nationally Published Statistics. Listed below are your recommendations and
our responses.

RECOMMENDATION -- To help ensure that it reports complete and accurate information
to the National Center for Education Statistics in the future, the Department of Education
should obtain and report K-12 expenditure data each year from all K-12 public education
entities, including the Kansas Schools for the Deaf and Blind and the interlocals.

RESPONSE -- We agree with this recommendation and will carry it out within the resources
available to this agency.

RECOMMENDATION -- To help ensure that the expenditure data Kansas school districts
report in their budget documents is as complete and consistent as possible, the Department
should work with the school districts and other K-12 public education entities to correct
problem issues identified in this report, such as the use of unauthorized funds, and inconsistent
reporting of educational expenditures for youth in juvenile facilities.

RESPONSE -- This recommendation will become a matter of priority during the unified
school district budget workshops held annually in June. We also have a publication that
outlines the law on depositing money in proper funds. School districts will be reminded of its
availability through e-mail correspondence. We will also discuss this matter with the certified
public accountants at their annual meeting in the Spring.

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

e g

Sincerely, L
oA <A .
LA 2//; Lty
- Andy Fompkids /i,

.. T,
Commissioner of Education

AT:DMD:tjm

Division of Fiscal & Administrative Services
785-296-3871 (phone)

785-296-0459 (fax)

785-296-6338 (TTY)

www ksde.org
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