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THE LEGISLATIVE POST Audit Committee and 
its audit agency, the Legislative Division of Post 
Audit, are the audit arm of Kansas government.  
The programs and activities of State government 
now cost about $11 billion a year.  As legislators 
and administrators try increasingly to allocate tax 
dollars effectively and make government work more 
effi ciently, they need information to evaluate the 
work of governmental agencies.  The audit work 
performed by Legislative Post Audit helps provide 
that information.

 We conduct our audit work in accordance 
with applicable government auditing standards 
set forth by the U.S. Government Accountability 
Offi ce.  These standards pertain to the auditor’s 
professional qualifi cations, the quality of the audit 
work, and the characteristics of professional and 
meaningful reports.  The standards also have been 
endorsed by the American Institute of Certifi ed 
Public Accountants and adopted by the Legislative 
Post Audit Committee.

 The Legislative Post Audit Committee is a 
bipartisan committee comprising fi ve senators and 
fi ve representatives.  Of the Senate members, three 
are appointed by the President of the Senate and 
two are appointed by the Senate Minority Leader.  
Of the Representatives, three are appointed by the 
Speaker of the House and two are appointed by the 
Minority Leader.

 Audits are performed at the direction of 
the Legislative Post Audit Committee.  Legislators 

or committees should make their requests for 
performance audits through the Chairman or any 
other member of the Committee.  Copies of all 
completed performance audits are available from 
the Division’s offi ce.

The Legislative Division of Post Audit supports full access to the services of State government for all 
citizens.  Upon request, Legislative Post Audit can provide its audit reports in large print, audio, or other 
appropriate alternative format to accommodate persons with visual impairments.  Persons with hearing 
or speech disabilities may reach us through the Kansas Relay Center at 1-800-766-3777.  Our offi ce 
hours are 8:00 a.m. to 5:00 p.m., Monday through Friday.
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To:   Members, Legislative Post Audit Committee
 
 Representative Peggy Mast, Chair  Senator Nick Jordan, Vice Chair
 Representative Tom Burroughs Senator Les Donovan
 Representative John Grange  Senator Anthony Hensley
 Representative Virgil Peck Jr.  Senator Derek Schmidt
 Representative Tom Sawyer  Senator Chris Steineger
 
 This report contains the fi ndings from our completed performance audit, K-12 
Education:  Comparing the Centralization of School District Accounting in Different 
States. 

 The report also contains appendices showing the function and object codes school 
districts use when reporting expenditures. 

 We would be happy to discuss the fi ndings presented in this report with any 
legislative committees, individual legislators, or other State offi cials.

      Barbara J. Hinton
       Legislative Post Auditor
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Get the Big Picture
Read these Sections and Features: 

1. Executive Summary - an overview of the questions we 

asked and the answers we found. 

2. Conclusion and Recommendations - are referenced in 

the Executive Summary and appear in a box after each 

question in the report. 

3. Agency Response - also referenced in the Executive 

Summary and is the last Appendix. 

Helpful Tools for Getting to the Detail 

� In most cases, an “At a Glance” description of the agency or 

department appears within the first few pages of the main report. 

� Side Headings point out key issues and findings. 

� Charts/Tables may be found throughout the report, and help provide 

a picture of what we found. 

� Narrative text boxes can highlight interesting information, or 

provide detailed examples of problems we found. 

� Appendices may include additional supporting documentation, along 

with the audit Scope Statement and Agency Response(s).

Legislative Division of Post Audit 

800 SW Jackson Street, Suite 1200,   Topeka, KS 66612-2212 

Phone: 785-296-3792      E-Mail: lpa@lpa.state.ks.us

Web: www.kslegislature.org/postaudit
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 The hallmark of a good accounting system is that it provides 
helpful fi nancial information to its many users. The purpose of 
an accounting system is to communicate fi nancial information about 
an organization.  For that information to be valuable, it must be 
understandable, reliable, relevant, timely, consistent, and comparable.  
School district accounting systems can be structured in a number of ways.  
The four we identifi ed are as follows:

a centralized system of recording and reporting accounting transactions, 
similar to the STARS system used by the State
a standardized system of recording and reporting accounting transactions
a standardized system of reporting accounting information only
a non-standardized system of recording and reporting accounting information

The value of any accounting system depends on what information is 
captured about the revenues or expenditures when they are recorded 
in the system.  The National Center for Education Statistics (NCES) has 
created a framework for reporting school district revenue and expenditure 
information, and many states have adopted this classifi cation framework 
for their chart of accounts. 

 None of the states we surveyed has a centralized accounting 
system, but most have some form of a standardized system for 
recording and reporting accounting transactions.  We contacted 20 
states that are most similar to Kansas in terms of the number of school 
districts they have.  None of them had a centralized accounting system.  In 
all, 14 of the 20 states in our sample have adopted a standardized chart of 
accounts and business rules for school districts to use when recording and 
reporting accounting transactions.

 These states have decided the types and level of information 
school districts are required to maintain for their in-house accounting 
systems.  In Minnesota, for example, school districts must record 
information for each fi nancial transaction using the following sequence: 
fund, site, program, source of funding, object, and course.

 Only a few states with standardized accounting systems require all 
school districts to use the same accounting software.  Advantages states 
cited in using a standardized accounting system included more consistent 
and comparable data, fewer errors in the data, easier submission of data, 
and more timely data. 
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To What Extent Have Other States Centralized the Financial 
Accounting and Reporting Functions For K-12 School Districts?
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 Six of the states we contacted, as well as Kansas, don’t 
mandate how districts are required to record their accounting 
transactions.  Most of these states have provided a “suggested” chart of 
accounts for school districts to follow, but districts aren’t required to use 
it in recording their fi nancial transactions. Offi cials in these states told 
us they were most interested in school districts being able to report their 
information correctly and uniformly.  

 In looking at the Kansas Accounting Handbook for school districts, 
we noted:

the Department suggests that districts may want to record more detailed levels 
of data about transactions
school districts are required to report data at a summary level that is more 
detailed than required by NCES, but less detailed than required by other 
states
school districts can set up their chart of accounts however they want, as long 
as they can report out in the broad categories of information required by the 
Department.

 Because the Department’s reporting classifi cations are broad, and 
because districts aren’t required to record transactions in a standardized 
way, it’s not possible to query the Department’s database for detailed 
fi nancial information—such as how much is spent on substitute teachers 
each year—on a Statewide or district-by-district basis.  It’s also generally 
not possible to get comparable, detail-level information directly from 
different school districts. 
  

APPENDIX A:  Scope Statement
  

APPENDIX B: NCES Function and Object
 Expenditure Classifi cations 

APPENDIX C: Agency Response 

�

�

�

This audit was conducted by Molly Coplen.  Cindy Lash was the audit manager.  If you need any 
additional information about the audit’s fi ndings, please contact Molly at the Division’s offi ces.  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@lpa.state.ks.us.
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For many years, legislators have expressed concerns that it’s 
diffi cult to meaningfully compare expenditures for different school 
districts.  In 2005, the Department of Education created the Kansas 
Education Comparative Performance & Fiscal System, which 
allows on-line comparisons of a variety of fi scal and demographic 
data from Kansas school districts.  Even with this new system, 
however, some legislators are concerned that the information 
available through this system isn’t detailed enough, and that 
reporting at a lower level of detail—such as by building or by 
program—isn’t consistent across districts.  As a result, some have 
become interested in the possibility of implementing a mandatory 
Statewide chart of accounts for school districts, and developing 
a centralized accounting system that would be maintained by the 
State.

This limited-scope performance audit answers the following 
question: 

To what extent have other states centralized the fi nancial 
accounting and reporting functions for K-12 school 
districts?  

To answer these questions, we interviewed offi cials from 20 states 
that were most like Kansas in terms of number of school districts, 
as well as Kansas offi cials.  We also reviewed the reporting 
requirements of the U.S. Department of Education’s National 
Center for Education Statistics, and the reporting requirements 
adopted by the Kansas Department of Education for Kansas 
schools.  Finally, we obtained information about the accounting 
systems of three Kansas school districts. 
       
A copy of the scope statement for this audit approved by the 
Legislative Post Audit Committee is included in Appendix A. 

In conducting this audit, we followed all applicable government 
auditing standards set forth by the U.S. Government 
Accountability Offi ce.

K-12 Education: Comparing the Centralization of 
School DistrictAccounting in Different States
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A good accounting system should provide helpful information to its 
many users.   None of the 20 states we contacted has a centralized 
system for recording and reporting its accounting transactions 
(where all districts are required to record uniformly coded data 
into a single, centrally located computer system).  Fourteen states 
have standardized accounting systems (where districts are required 
to record uniformly coded data into their own computer systems).  
Six states and Kansas have adopted a uniform chart of accounts 
for districts to use in reporting their accounting data, but districts 
aren’t required to record their fi nancial information in these same 
categories.  Further, Kansas’ reporting requirements are at a very 
summary level of detail.  A standardized system of accounting can 
result in more uniform and meaningful recording and reporting of 
fi nancial information, which can be especially important when users 
want to be able to compare expenditures across districts.  These and 
other fi ndings are discussed in the sections that follow.

The purpose of accounting systems is to communicate fi nancial 
information about an organization.  For that information to be 
valuable, it must be:

Understandable.  Information should be simple but not oversimplifi ed. 
Reliable.  Information should be verifi able and free from bias.  
Relevant.  The information provided should be useful in making 
decisions. 
Timely.  Information should be available in a timely manner so it can be 
used in making decisions.
Consistent.  Once a principle has been adopted, it should be used for 
all similar events and conditions. 
Comparable. Procedures and practices should remain the same across 
time and reports.

In addition to school district offi cials—who need good information 
to make operating decisions—school boards, lawmakers, creditors, 
and the general public all may use some of that fi nancial information 
for such things as:

making policy and resource allocation decisions
assessing credit worthiness when school districts issue bonds
assessing how well the school district is using its resources
comparing costs across districts 

School districts’ accounting systems can be structured a number 
of ways.  These systems are summarized in Figure 1-1, and are 
described in more detail on the next page: 

�
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The Hallmark of a Good
Accounting System Is 
That It Provides Helpful 
Financial Information To 
Its Many Users

ANSWER IN BRIEF:

To What Extent Have Other States Centralized the Financial Accounting and 
Reporting Functions For K-12 School Districts?  
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a centralized system of recording and reporting accounting 
transactions.   A centralized accounting system is one where all 
school districts in a state record their fi nancial transactions in a 
single, centrally managed computer and accounting system.  Under 
a centralized accounting system, districts are required to follow the 
business rules and numbering schemes (called a uniform “chart of 
accounts”) established by the state.  The chart of accounts specifi es 
the level of detail that needs to be recorded—such as by fund, 
category of expenditure, building, program, or grade level.

To meet their internal information-management needs, school districts 
may have some fl exibility to code their accounting transactions at a 
greater level of detail than specifi ed in the chart of accounts—such 
as by subject area—but those expenditures have to be able to be 
collapsed into the standardized codes.  Some districts may maintain 
a “shadow” accounting system in-house, especially if the statewide 
accounting software doesn’t allow them to record expenditures at a 
greater or different level of detail for their own purposes.

a standardized system of recording and reporting accounting 
transactions.  A standardized accounting system is similar to the 
centralized accounting system described above, except school districts 
record their fi nancial transactions in their own accounting systems, and 
report that information to the state’s department of education—usually 
electronically or over an Internet-based reporting system.
 
a standardized system of reporting accounting transactions 
to the state, but a non-standardized system of recording that 
information.  Under this structure, the state adopts a uniform chart of 
accounts for districts to use in reporting their accounting transactions, 
but districts aren’t required to record their fi nancial information in these 
same categories.  If districts record revenues or expenditures using 
different accounting codes, they must be able to “cross-walk” that 
information into an existing code when they report their accounting 
information up to the state.

�

�

�

�������	
	
���
�������������
�������
������

���������������

�������
�

�������

������

��������������������
������������
��
�����������   

!����������

�������
�����������������
�����   

�������	
���

����	��	


��
	�
����	�

�������	
���

����	��	


�
�

�������

�	�
���	
���
��	��
���
���
�����
�
	

��
������

�	��
��
����������

��	
��������
������

��	��
����� " " "

��
	�
������ " " "

��
	�
������
�����������	

����������	��

" "

��	�
��
	�
������ " "

������ �!�
���
��"��#����$�����
	
�����



PERFORMANCE AUDIT REPORT
Legislative Division of Post Audit

February 2007

4

a non-standardized system of recording or reporting accounting 
transactions.  Under this system, districts are allowed to record and 
report their accounting information however they like, and the state 
department of education categorizes that information in a way that meets 
federal reporting requirements.

The value of any accounting system depends on what information 
is captured about revenues or expenditures when they are 
recorded into the system. The advantage of either a centralized or 
standardized accounting system is greater uniformity in recording 
fi nancial information, which leads to more consistent  reporting of 
information.  That’s especially important when users want to be able to 
compare expenditures across districts.  Standardized or ad hoc reports 
can be generated at a summary level or detail level for each district, 
depending on the user’s needs.

The National Center for Education Statistics has created a 
framework for reporting districts’ revenue and expenditure 
information.   The U.S. Department of Education’s National 
Center for Education Statistics (NCES) is responsible for collecting, 
analyzing, and reporting national data related to education. 

NCES requires each state to report its total school districts’ 
expenditures by function and object.  These are described below:

A function describes the activity for which the service or material object 
was acquired.  Functions are classifi ed into fi ve broad areas: Instruction, 
Support Services, Operation of Non-Instructional Services, Facilities 
Acquisition and Construction, and Debt Service. 

An object is the classifi cation used to describe the service or commodity 
obtained.   Salaries, employee benefi ts, professional and technical 
services, supplies, property, land improvements, buildings, and 
equipment are examples of objects.

Because of these federal reporting requirements, many states have 
adopted this overall classifi cation framework for their charts of 
accounts.  More detail about the functions and objects NCES requires 
states to report on is presented in Appendix B.

We contacted offi cials in 20 states that are most similar to Kansas 
in terms of the number of school districts they have.  The states we 
contacted—and the types of accounting systems they have in place—
are summarized in Figure 1-2 on the next page.

As the fi gure shows, none of these 20 states reported having a 
centralized accounting system.  The only state we’re aware of that has 
a centralized system is Hawaii, which has only one school district.

�

�

�

None of the States We
Surveyed Has a 
Centralized Accounting 
System, but Most
Have Some Form of a
Standardized System
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In all, 14 of our 20 sample states have adopted standardized 
charts of accounts and business rules for school district staff 
to use when recording and reporting accounting transactions.  
Eleven of these 14 states said they’d adopted standardized 
accounting systems 20 years or more ago, and the other three said 
they’d had such systems in place for at least 10 years.

These states have decided the types and level of information school 
districts are required to maintain for their in-house accounting 
systems—such as expenditures by fund, function, building, 
program, and/or subject—and have developed and mandated the 
use of  coding schemes (chart of accounts) that are uniform across 
the state.

In Minnesota, for example, school districts must record 
information for each fi nancial transaction using the following 
sequence:  fund, site, program, source of funding, object, 
and course.  The box on the next page shows how a district 

�����

������	
���

������
��
�

������
��

��������
���

������
��
�

������
��

��������
���

���
������
��


��	�
����

��������
���

��
����
 �
��������
 �
��	�����
 �
�����
�
 �
���
���
 �
����
 �
 ���!���
 �
"�
��
 �
"�����#!�����
 �
"
�������
 �
"
���!�

 �
��$�����
 �
���
%�&��#
��
 �
����#
'�����
 �
��	�#�&�
 �
������
 �
(�����	)��
�
 �
*��&���
 �
+��#
�����
 �
+
�����
�
 �

������� �

��	
���
��
�������������
����	�������������������������������������������������

�������������
����	�������������������������� �!�

��!���,

-��
�	��
)�
(���
�!�
�
���	��
�.

�������"��#��������



PERFORMANCE AUDIT REPORT
Legislative Division of Post Audit

February 2007

6

in Minnesota would code an expenditure for the purchase of 
geography textbooks for Roosevelt Elementary School using 
general fund dollars.  This transactions would be coded using all 
the elements listed—in this case, as 01-325-200-864-644-410.

Only a few states with standardized accounting systems require 
all school districts to use the same accounting software.  Two 
of the 14 states with standardized accounting systems—Kentucky 
and Arkansas—told us they require all public school districts to 
use a prescribed accounting software package.  Arkansas spent 
$25 million 12 years ago to implement a complete fi nancial-
management system for all school districts, including modules 
to handle fund accounting, human resources, purchasing, budget 
preparation, fi xed assets, and inventory, as well as a student-
management system.  Arkansas also set up a support center for 
users with questions.  In all, they said, it took about fi ve years for 
all districts to migrate to the new system.  

Indiana offi cials told us they’d considered adopting a prescribed 
accounting software package, but decided against it because of the 
large up-front costs.

By contrast, Colorado school districts are free to use their choice 
of accounting software, but their accounting systems have to 
follow the prescribed chart of accounts.  Colorado offi cials began 
implementing their new system about 11 years ago, but said it took 
about fi ve years before all school districts were using it.  School 
districts paid for much of the cost of converting their business rules 
and charts of accounts to the new standards. 

Many states that have had standardized accounting systems in 
place for years recently have undergone technology upgrades.  For 
example: 

Oregon offi cials spent about $3.6 million several years ago to 
upgrade their system for collecting fi nancial data from school districts 
and to make changes to their statewide chart of accounts.

Wisconsin offi cials estimated they spent about $300,000 to 
upgrade their system four years ago, using the department’s in-
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house computer programming staff.   Among other things, that 
upgrade allowed districts to submit their annual fi nancial reports 
to the Wisconsin Department of Public Instruction electronically 
through the Internet.  It also provided an interactive, on-line process 
for addressing errors districts made in reporting their fi nancial 
information—such as numbers not adding up, or  required data 
elements being left blank.

States with standardized accounting systems for their school 
districts cited a number of advantages and disadvantages.  
Some of the advantages they cited:

Data are more consistent and comparable across the state, so the 
information is more relevant to the user.
The process of submitting data is easier for the districts, and the data 
have fewer errors.  As a result, state education staff spend less time 
editing the data, and are able to devote more time to analysis and 
other projects.  
Financial information is now more timely and available for users 
when they need it.

Some of the disadvantages they cited:

Some districts have been resistant to adopting a new system or to 
changes in technology.
When every school district uses the same software, it takes time to 
modify the system to meet the districts’ needs.  The delay can be 
caused by competing demands from districts, as well as the general 
issues involved with any software projects (developing a solution, 
writing and testing computer code, installing the changes to the 
software, etc.). 
The need to train users.
Improperly coded transactions.

As Figure 1-2 showed, these six states only mandate how districts’ 
accounting transactions must be reported to the state.  Most 
of these states have provided a “suggested” chart of accounts, 
but districts aren’t required to use it in recording their fi nancial 
transactions.

An offi cial in Maine told us that state had discussed adopting 
a standardized system of recording and reporting fi nancial 
transactions, but said local school districts weren’t supportive. 
Offi cials in all six states said they primarily were interested in 
local districts being able to report the information correctly and 
uniformly. 

Kansas also doesn’t mandate how school districts must record 
their accounting transactions in their fi nancial records.  The 
Kansas Department of Education has developed the Kansas 
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Six Sample States and
Kansas Don’t Mandate
How Districts Are 
Required To Record Their 
Accounting Transactions
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Accounting Handbook for school districts, which includes a uniform 
chart of accounts for reporting school district accounting data.  That 
chart of accounts is set up using a transaction numbering scheme—
including functions and objects—that is similar to NCES’ reporting 
requirements. 

Figure 1-3 shows the level of information districts must report 
to the Kansas Department of Education.  Under the category of 
“Salaries,” for example, districts are required to report only two 
breakdowns at the “object” level: salaries for certifi ed staff (such as 
teachers, counselors, administrators) and salaries for non-certifi ed 
staff (such as food service workers and maintenance staff).  
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In looking at the Department’s Handbook, its chart of accounts, and 
other relevant data, we noted the following:

Most of the object codes are referred to as “suggested” data 
classifi cations.  As Figure 1-3 showed, for example, the Department’s 
Handbook of Accounting suggests districts might wish to collect salary 
information at the more detailed levels of full-time, part-time, and 
substitute for classifi ed salaries, and provides a numbering scheme 
districts could use. 

The information Kansas school districts are required to report to the 
Department of Education is at a very summary level of detail—more 
than required by NCES in some areas, but much less than other states 
that have specifi ed that revenues and expenditures be coded and 
reported by building, program, grade level, or the like.

Kansas school districts can set up their accounting systems however 
they want—including their own chart of accounts—so long as they 
can report out in the broad categores of information required by the 
Department.

Figure 1-4 shows some of the differences in the accounting 
codes used in three Kansas school districts for the same types of 
expenditures.  The Topeka school district’s accounting scheme 
consists of 26 characters based on the requirements and suggested 
classifi cations provided by NCES, Salina uses a four-digit account 
number when coding expenditures, and Wichita uses a 16-digit 
account number that generally follows its own numbering scheme.

Because the Department’s reporting classifi cations are broad, 
and because districts aren’t required to record transactions in a 
standardized way, it’s not possible to query the Department’s 
database for detailed fi nancial information—such as how much is 
spent on substitute teachers each year—on a Statewide or district-
by-district basis.  It’s also generally not possible to get comparable, 
detail-level information directly from different school districts.  
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APPENDIX A

SCOPE STATEMENT

 This appendix contains the scope statement approved by the Legislative Post Audit 
Committee for this audit on November 29, 2006. The audit was requested by Representative 
Lana Gordon

K-12 Education: Comparing the Centralization of 
School District Accounting in Different States 

For many years, legislators have expressed concerns that it’s diffi cult to meaningfully compare 
expenditures for different school districts.  In 2005, the Department of Education created the 
Kansas Education Comparative Performance & Fiscal System, which allows on-line comparisons 
of a variety of fi scal and demographic data from Kansas school districts.  Even with this new 
system, some legislators are concerned that the information available through this system isn’t 
detailed enough and that reporting isn’t consistent across districts.  As a result, some have 
become interested in the possibility of implementing a mandatory Statewide chart of accounts for 
school districts, and developing a centralized accounting system that would be maintained by the 
State.

This limited-scope performance audit would answer the following questions:

To what extent have other states centralized the fi nancial accounting and reporting 
functions for K-12 school districts?  To answer this question, we’d contact offi cials from a 
sample of other states to fi nd out how they handle K-12 fi nancial accounting and reporting.  
To the extent information is available, for states that have implemented a centralized 
accounting system or mandatory Statewide chart of accounts, we’d fi nd out the time and cost 
of developing the systems, any problems they’ve encountered. In addition, we’d determine 
state offi cials’ overall satisfaction with their systems.

Estimated Resources:  200 hours

1.
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APPENDIX B

National Center for Education Statistics (NCES)
Function and Object Expenditure Classifi cations

 The table on the next page shows the general function and object categories used to 
classify expenditures.  

 A function describes the activity for which the service or material object was acquired.  
Functions are generally classifi ed into fi ve broad areas: Instruction, Support Services, Operation 
of Non-Instructional Services, Facilities Acquisition and Construction, and Debt Service.  The 
table on the following page shows all of the general functions used by NCES. 

 An object is the classifi cation used to describe the service or commodity obtained. The 
table shows all of the major object classifi cations as defi ned by NCES. 
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APPENDIX C

Agency Response

 On February 1, 2007, we provided a copy of the draft audit report to the Department of 
Education.  Its response to the draft audit report is included in this appendix.
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