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Legislative Post Audit Committee

Legislative Division of Post Audit

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 $13 billion a year. As legislators
and administrators try increasingly to allocate tax
dollars effectively and make government work more
efficiently, 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
Office. These standards pertain to the auditor’s
professional qualifications, 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 Certified
Public Accountants and adopted by the Legislative
Post Audit Committee.

The Legislative Post Audit Committee is a
bipartisan committee comprising five senators and
five 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 office.
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LEGISLATIVE DIVISION OF POST AUDIT

800 SW Jackson

Suite 1200

Topeka, Kansas 66612-2212

Telephone (785) 296-3792

FAX (785) 296-4482

E-mail: LPA@Ipa.state.ks.us

Website:

http://kslegislature.org/postaudit

Barbara J. Hinton, Legislative Post Auditor
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DO YOU HAVE AN IDEA FOR
IMPROVED GOVERNMENT EFFICIENCY OR COST SAVINGS?

The Legislative Post Audit Committee and the Legislative Division of Post Audit have launched an
initiative to identify ways to help make State government more efficient. If you have an idea to share
with us, send it to ideas@lpa.state.ks.us, or write to us at the address above.

You won't receive an individual response, but all ideas will be reviewed, and Legislative Post Audit will
pass along the best ones to the Legislative Post Audit Committee.

W

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 office
hours are 8:00 a.m. to 5:00 p.m., Monday through Friday.
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June 12, 2008

To: Members, Legislative Post Audit Committee

Senator Derek Schmidt, Chair Representative Virgil Peck Jr., Vice-Chair
Senator Les Donovan Representative Tom Burroughs

Senator Anthony Hensley Representative John Grange

Senator Nick Jordan Representative Peggy Mast

Senator Chris Steineger Representative Tom Sawyer

This report contains the findings and conclusions from our completed per-
formance audit, K-12 Education: School Districts’ Use of Additional State Fund-

ing.

The report also contains an appendix showing how much new money
school districts’ have received since the 2004-05 school year, as well as an appen-
dix explaining how State equalization aid works.

We would be happy to discuss the findings presented in this report with
any legislative committees, individual legislators, or other State officials.

Barbara J. Hinton
Legislative Post Auditor
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Get the Big Picture
Read the sections and features:

1. Executive Summary - an overview of the questions we
asked and the answers we found.

2. Conclusion and Recommendations - appear in boxes at the
end of the report sections. The also are referenced in the
Executive Summary.

3. Agency Response - is included as the last Appendix in the
report.

Helpful tools for Getting to the Detail

* In many cases, an “At a Glance” description of the agency or
program appears within the first few pages of the main report.

» Side Headings point out key issues and findings.

e Charts and Tables found throughout the report help tell the story of
what we found.

* Narrative text boxes can highlight interesting information, or
provide detailed examples.

» Appendices include additional supporting detail, along with the

Scope Statement and Agency Response(s). 7
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EXECUTIVE SUMMARY

LecisLATIVE DivisioN oF Post AubiT

Overview of the Kansas School Finance Formula

The primary sources of funding for school districtsare ... page 3
determined based on formulas in State law. The school finance
formula was created in 1992 under the School District Finance and Quality
Performance Act. The formula has two parts: the general fund budget
and the local option budget. Each school district’s general fund budget is
calculated using a formula that is based on the district’'s enroliment and
a set of “weights” to recognize the additional costs districts incur for such
things as low enrollment levels and special needs students. Local school
boards also have the option to approve additional funding through a local
option budget, which allows districts to raise money locally to enhance their
educational programs.

In 2005 and 2006, the Legislature changed the school finance
formulato phase in additional funding over four years. The 1999
Montoy v. State of Kansas lawsuit involved two school districts that
filed suit against the State and alleged that the Legislature had failed to
adequately fund K-12 education as required by the Kansas Constitution.
The Kansas Supreme Court issued an opinion in January 2005, saying the
Legislature hadn’'t met its constitutional burden. As a result, the Legislature
changed the school finance formula to phase in an estimated $756 million
in additional funding for K-12 education between the 2005-06 and 2008-09
school years.

Question 1. How Have School Districts Used the Additional
State Funding They’ve Received Since 20057

Over the past three years, districts received a cumulative total
of more than $1.5 billion in new funding because of changes to the
school finance formula. School districts have received a cumulative total
of $1.7 billion in additional funding from all sources (over and above the
2004-05 funding levels) for the past three years. The vast majority of this
(more than $1.5 billion) was new funding that resulted from changes to the
school finance formula. In all, 90% of the new funding brought about by
funding formula changes came from basic operating aid (including the base
state aid per pupil, low enrollment, and high enroliment weightings), at-risk
funding, and districts’ local option budgets. Districts that received the most
new funding per student were larger districts or had more poverty. page 9

More than 70% of districts’ increased spending between
2004-05 and 2006-07 was for student instruction. In total, districts
spent almost $630 million more on district operations in 2006-07 (the most
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recent year for which expenditure data were available) than they did in
2004-05. Of this total, more than $448 million was for student instruction—
primarily salaries and benefits. That's because districts hired additional
instructional staff, increased teacher salaries, and spent more on benefits.
Districts also spent $101 million more on special education in 2006-07
than in 2004-05. Finally, district officials told us they spent some of their
new funding to create or expand instructional programs, such as all-day
kindergarten, before-school and after-school programs, and four-year-old
at-risk programs.

About 29% of districts’ increased spending between 2004-05
and 2006-07 was for support services, administration, maintenance,
and transportation. Our review of school district expenditure data also
showed districts increased spending in other non-instruction areas. They
increased spending on support services ($57 million), school- and district-
level administration ($49 million), operations and maintenance ($52
million), and student transportation ($24 million).

Overall, reading and math student outcomes continue to show
improvement for all grade levels. As required by the federal No Child
Left Behind law, Kansas administers assessment tests to measure how
well students are learning the State’s K-12 curriculum. We looked at math
and reading scores from the 2001-02 to 2006-07 school years. Scores
showed that student outcomes have been improving for years, and have
continued to improve since the new funding was added for the 2005-06
school year. We also noticed student outcomes continue to be worse for
large districts (more than 1,725 students) and districts with high poverty.

CONCLUSION

APPENDIX A: Scope Statement

APPENDIX B: School Districts’ General Fund and Local Option
Budget Funding 2004-05 through 2007-08 School Years

APPENDIX C: Explanation of How State Equalization Aid Works

APPENDIX D: Agency Response

call us at (785) 296-3792, or contact us via the Internet at LPA@Ipa.state.ks.us.

This audit was conducted by Laurel Murdie, Brenda Heafey, Lindsay Rousseau and lvan Williams.
Scott Frank was the audit manager. If you need any additional information about the audit’s
findings, please contact Laurel Murdie 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
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2.

What kinds of professional development programs do Kansas school districts provide
and are they likely to be effective? To answer this question, we would review Department
of Education records to determine how much each school district has spent on professional
development programs over the last several years, and identify the funding sources for

the expenditures. For a sample of districts, we would contact district officials and review
Department and district records to find out what kinds of professional development programs
they’ve funded over the last few years. We would determine if the programs used by the
districts have been shown to be effective through education research. We would survey
teachers to find out their opinions about the quality of professional development programs
in their districts. We would also review any information the school districts have compiled
to assess the effectiveness of their professional development programs. We would conduct
additional work as necessary.

How have school districts used the total additional State funding they’ve received

since 20057 To answer this question, we would use enrollment data from the Department of
Education to determine how much funding districts would have received over the last couple
of years if the school finance formula hadn’t been changed in 2005, and compare that to

the amount they’ve actually received since the changes. For a sample of districts, we would
interview district officials and staff, and review accounting and other records as necessary to
determine how they’ve spent the additional funding. In addition, we would review teacher
salary data for all districts from the Department to determine how much teacher salaries have
changed Statewide since 2005. We would conduct additional work as necessary.

Estimated Resources: 4 staff (20-24 weeks)

22
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APPENDIX B

School Districts’ Funding 2004-05 and 2006-07

This appendix contains a complete list of how much funding school districts received for
the 2004-05 and 2006-07 school years, as well as the difference.
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APPENDIX C
Explanation of How State Equalization Aid Works

The primary source of funding for school districts is the general fund budget, the size of which
is determined by the school finance formula. In addition, State law gives local school boards the
option of raising additional money locally to enhance their educational programs. This is called
the local option budget. For the 2007-08 school year, school districts raised more than $838
million in funding through their local option budgets.

Although the local option budget primarily is paid for with local property taxes, the State does
provide State equalization aid to assist “property-poor” districts (those with relatively low
property values per student) that would have to impose high property taxes to keep up with
“property-rich” districts. The amount of State equalization aid a district is eligible for is based
on how property-poor it is—districts with very low property values receive a lot of equalization
aid, while those with higher property values receive less. Districts that have property values
over a level set in statute aren’t eligible for any equalization aid. In 2007-08, the State provided
$308 million in State equalization aid to districts.

While the general concept of State equalization aid is fairly simple—the State provides
assistance to districts that have relatively low property values—the mechanics of how it works
can be difficult to understand. In this appendix, we’ve broken down how equalization aid works
into the following basic concepts:

@® Because of differences in property wealth, it's easier for some districts to raise money for
their local option budgets than it is for others. For example, the Satanta school district, located
in southwest Kansas, had the highest property values per student in 2006-07, and could raise more
than $540 per student with one mill of property taxes. By contrast, the Concordia school district was
in the bottom 25% of all districts in terms of assessed property values per student, and could raise
only $43 per student with one mill of property tax.

The amount of funding raised per student by one mill of property tax is shown for selected school
districts in the following figure:

Dollars Per Student Raised by a 1 Mill Property Tax
Without Equalization Aid
Using 2006-07 Property Values
$600
$500 Because of differences in the |
assessed property values in each

= district, there is a significant
o $400 amount of variation in the amount —
S of funding raised by 1 mill of
N $300 property tax. |
g
«» $200 —
&+

$100 -

$0 r v v v v
Concordia Cedar Vale Weskan  81.2 Percentile  Ness City Satanta
School District
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® State law specifies the level to which the State will help districts with low property values.
Under current statute, the State equalizes districts’ local option budgets to the 81.2 percentile. This
means that if you rank all the districts in terms of their assessed property values per student, the
State will ensure that every district can raise at least as much money per student with a single mill as
the district that is about 80% of the way up the list. As shown in the preceding figure, this would be

$93 of revenue per student for one mill of property tax.

@® The State gives districts below the statutory cut off enough equalization aid to bring them up
to that level. For example, because the Concordia school district can raise only $43 per student
with one mill, the State would provide an additional $50 per student in equalization aid to bring the
district up to the 81.2 percentile ($93 per student). On the other hand, because the Satanta school

district already can raise well in excess of $93 per student, it doesn’t receive any equalization aid.

The amount of equalization aid per mill of property tax for the selected districts is shown in the
following figure:

Dollars Per Student Raised by a 1 Mill Property Tax
With Equalization Aid
Using 2006-07 Property Values
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APPENDIX D

Agency Response

On June 4, 2008, we provided copies of the draft audit report to the Department of
Education. Its response is included as this Appendix.
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Division of Fiscal and Administrative Services

785-296-3871
785-296-0459 (fax)

Kansas

120 SE 10th Avenue * Topeka, KS 66612-1182 * (785) 296-6338 (TTY) * www.ksde.org
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Mirs. Barbara J. Hinton
Legislative Post Auditor
Legislative Division of Post Audit

; DIVISION
800 S. W. Jackson Street, Suite 1200 'LEG"SU‘“& IO

o7 20

e

Topeka, Kansas 66612-2212

e

Dear Mrs. Hinton:

Thank you for the opportunity to report on the status of recommendations concerning your
performance audit, K-12 Education: School Districts’ Use of Additional Funding. Your auditors
appear to have conducted a thorough review of the third question concerning how school districts
have used the additional state funding received from the Legislature since 2005.

Please feel free to contact this office if we can assist

Commissioner of Education

DMD:tjm
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