MEMORANDUM

Legislative Division of Post Audit
800 SW Jackson, Suite 1200
Topeka, KS 66612-2212

voice: 785.296.3792

fax: 785.296.4482

web: www.kslpa.org

TO: Members, Senate Education Committee
FROM: Scott Frank, Legislative Post Auditor
DATE: Monday, March 14, 2013

SUBJECT:  Testimony on HB 2349

I appreciate the opportunity to provide neutral testimony on HB 2349, which would add a
provision in state law requiring the Legislative Division of Post Audit to conduct three school
district efficiency audits each year.

School District Efficiency Audits (Fiscal Year 2010)

The 2005 Legislature created a five-person school audit team within Legislative Post Audit. The
team was charged with conducting performance audits of the K-12 education system at the
direction of the 2010 Commission, a school finance steering commission the Legislature also
created in 2005. From January 2006 through July 2010, the school audit team produced a total
of 25 performance audits of the K-12 system, examining a variety of issues such as teacher
recruitment, at-risk funding, professional development, and vocational education.

During fiscal year 2010, the school audit team worked almost exclusively on school district
efficiency audits. These voluntary audits examined individual school districts to determine if
they could achieve cost savings by improving their management of personnel, facilities, or other
resources. In all, efficiency audits were scheduled for 10 school districts, but only seven audits
_were conducted due to the cancellation of the audit function in July 2010. Based on our internal
costing calculations, the estimated cost of these seven efficiency audits was about $360,000.

The school audit team made numerous recommendations to the school districts to improve the
efficiency of their operations. Some were relatively non-controversial, such as charging fees that
covered actual costs, reallocating maintenance staff to reduce the need for overtime, and
expanding the use of procurement cards. Others recommendations, such as closing schools and
eliminating low-enrollment course offerings were far more controversial for districts. In total, the
audits identified an estimated $2.4 million in one-time savings or revenue enhancements, and
$6.2 million in ongoing savings.

I have included an April 2012 memo to the House Appropriations Committee which summarizes
the audit costs and potential cost savings by school district. I have also included our August
2010 summary report which provides additional details on many of the findings at the seven
school districts.

Senate Education Committee
Date S =14-1">
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School District Efﬁciency Audits (Fiscal Year 2013)

The fiscal year 2013 appropriations bill passed by the Legislature during the 2012 session (SB
294) included a proviso requiring Legislative Post Audit to conduct three school district
efficiency audits—one small, one medium, and one large school district. These audits were to be
voluntary, and conducted in a similar fashion to the fiscal year 2010 audits.

The Legislative Post Audit Committee approved a plan for selecting the three school districts,
including a more definitive definition of the three categories of school districts. Small districts
would have fewer than 500 students (roughly equivalent to having a 1A or 2A high school),
medium districts would have 500-4,000 students (equivalent to 3A-5A), and large districts would
have 4,000 or more students (equivalent to 6A or multiple high schools). Districts would be
selected on a volunteer basis.

A number of districts inquired about the efficiency audits, and in the end six districts
volunteered. Our final selections included St. Francis (small), Southeast (medium), and Kansas
City (large). Work began on these audit in October 2012, and the first two reports—St. Francis
and Southeast—were released on March 6. Those reports found up to $285,000 in potential
annual savings from options that would have little to no impact on students or the community.

I have included a September 2012 memo to the Legislative Post Audit Committee which provides
additional details on the selection process, a copy of the audit scope statement, and the
highlights for the St. Francis and Southeast audits.

Potential Amendment for the Committee’s Consideration

The committee may want to consider including a sunset provision to ensure the audits only
continue as long as there is ongoing legislative interest. For the past several years many
legislators have been very interested in having us conduct school district performance audits.
That interest may continue for a long time, but it may not go on forever. Our office’s past
experience with ongoing statutory audit requirements is that they continue for many years
beyond the point where the Legislature has lost interest in the audits. A sunset provision would
bring the issue back to the Legislature’s attention periodically and give it the opportunity to
assess whether the requirement is still needed. We would be happy to work with the Revisors to
help draft language if the committee is interested in such an amendment.
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MEMORANDUM

Legislative Division of Post Audit
800 SW Jackson, Suite 1200
Topeka, KS 66612-2212
_ voice: 785.296.3792
fax: 785.296.4482
, web: www.kslpa.org

TO: Members, House Appropriations Committee
FROM: Scott Frank, Legislative Post Auditor
DATE: April 20, 2012

SUBJECT: Supplemental Information About School Efficiency Audits

This memo is in response to the committee’s request for more information about the school
district efficiency audits conducted by Legislative Post Audit’s school audit team. I’ve tried to
summarize information about the nature of those audits, the estimated savings realized by the
districts, and the cost of conducting the audits.

The School Audit Team

Legislative Post Audit’s five-person school audit team was formed in January 2006 and
remained active through July 2010 when its final reports were released. During that time, the
team produced a total of 25 performance audits of K-12 education at the direction of the 2010
Commission.

School District Efficiency Audits

During its final year (July 2009 to July 2010), the school audit team worked almost exclusively
on school district efficiency audits. These voluntary audits examined individual school districts
to determine if they could achieve cost savings by improving their management of personnel,
facilities, or other resources. In all, efficiency audits were scheduled for 10 school districts, but
only seven audits were conducted due to the cancellation of the audit function in July 2010.

Audit Recommendations and Potential Savings

The school audit team made numerous recommendations to the school districts to improve the
efficiency of their operations. Some were relatively non-controversial, such as charging fees that
covered actual costs, reallocating maintenance staff to reduce the need for overtime, and
expanding the use of procurement cards. Others recommendations, such as closing schools and
eliminating low-enrollment course offerings were far more controversial for districts. In total,
the audits identified an estimated $2.4 million in one-time savings or revenue enhancements, and
$6.2 million in ongoing savings (see Attachment A for a breakdown by school district).
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It appears that the seven school districts have implemented many of the audit recommendations.
Using our annual follow-up work as of June 2011 to determine which recommendations had
been implemented and our original projections to estimate the savings, we estimate almost $1.5
million in annual savings has been realized by those districts (see Attachment A). At this point,
it does not appear that any of the one-time savings and revenue enhancement ideas have been
implemented. This is not surprising, because most of the one-time savings are tied to the more
controversial recommendations, such as closing a school and selling the building,

Also, it is important to keep in mind a couple of points about these savings figures. First, the
figures are based on our original estimates and the actual savings have not been tested or
verified. Also, it’s possible that the districts may have implemented additional recommendations
after we conducted our follow-up work.

Audit Resources and Costs

Because of Legislative Post Audit’s unstable budget situation in 2009 and 2010, the school audit
team was only staffed at about 3.5 FTE during the time the school efficiency audits were being
conducted. In total, the staff put in about 5,800 hours on the seven audits, which cost an
estimated $362,000 to complete.

Reconstituting the School Audit Team

As we have previously indicated, reconstituting a five-person school audit team would require
$433,000 in the first year ($10,000 in one-time equipment costs and $423,000 in ongoing
staffing, facility, and travel costs). Obviously, a smaller team would be less expensive but would
also produce fewer audits and recommendations.

At this time it is unclear whether there is any demand among school districts for efficiency
audits. As mentioned above, there were audits scheduled for three districts that were cancelled
when the program ended. In addition, our office had informal conversations with several other
districts about efficiency audits, but none were scheduled. However, we have had no discussions
with any school districts since July 2010 about school district efficiency audits.
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ATTACHMENT A
K-12 Education: Voluntary Efficiency Audits of Schools A /L/

Estimated Savings Realized by Seven School Districts

Staff Est.

One-Time Annual One-Time Annual Hours Cost

e - = - =
* Change to a "traditional" schedule at the high school rather than a block schedule
* Fill class sections closer to capacity at the high school (/)

Derby * Consolidate administrative buildings
Dec 2009 * Replace librarians with library aides and share librarians among buildings () - $288,000 $1,018,000 $0 $381,000 1604 $98,758
* Hire part-time staff or contract out for energy audits (/)
* Stop providing and laundering maintenance uniforms (/)
* Fill class sections closer to capacity at the high school (/ - partially)
* Close the elementary school

_.m\_mﬁaw.\%ﬂﬂo_ * Eliminate positions no longer needed because of low elementary enroliment $2,000,000 )| $537,000 $0 $133,000 1,080 $66,526
* Automate paper-driven processes, including payroll and purchasing (/)
* Maximize the use of business procurement cards to generate cash back (1)
* Implement a "traditional” class schedule at both high schools (/)
. * Close an elementary school and one high school
>ﬂﬂ.\=m=cm_w * Offer fewer supplemental contracts for activities such as coaching or advising (/) ~ $1,958,000 ~ $221,000 826 (c) | $50,888

* Competitively purchasing insurance, including property and liability (/)
* Automate paper-driven processes, including payroll and timekeeping (/)

* Change to a "traditional” schedule at the high school
* Fill class sections closer to capacity at the high school (/)
Winfield * Close one elementary school and the intermediate school

April 2010 |* Reduce the number of nurses and social workers to align with peers (I - partially) - $2,020,000 - $215,000 826(0) | $50.888
* Provide health insurance coverage for part-time staff if they work more hours (i)
* Reduce the number of activity routes by filling buses and reducing trips (1)
* Fill class sections closer to capacity at the high school (/)

Concordia Move the preschool program to the elementary school (/) . $236,000 . $236,000 498 (¢) | $31,629

July 2010  |* Offer fewer supplemental contracts for activities such as coaching or advising (/)
* Hire a full-time staff member to reduce overtime costs for maintenance (I)

* Take steps to make the district's food service program self-sufficient (/)
* Change to a "traditional” class schedule at the high school (/ - partially)

* Move the central office to a school building and sell office as a residence $136,000 $242,000 $0 $189,000 498 (d) | $31,629
* Offer fewer supplemental contracts for activities such as coaching or advising (/)

* Use power-saving options and auto shut-off settings on electronics (/)

* Fill courses and eliminate low-enrollment courses at the high school (I - partially)
* Hire an additional employee to reduce overtime costs for custodial work ~ $232,000 ~ $113,000 498 (d) | $31,629
* Charge for pre-school and kindergarten breakfasts to generate revenue

Riley County
July 2010

Clifton-Clyde
July 2010

2 : = - - i L wHA =
a) Savings estimates are based on districts reporting the recommendations they had implemented as of June 2011 (except Derby which is as of June 2010).
b) This is the county appraised value of the elementary school property. Selling the building for anything close to this value will be difficult because of the recession and current market conditions.
c¢) The Renwick and Winfield audits were done as a single project consuming 1,653 audit hours and costing a total of $101,775.
d) The Concordia, Riley County, and Clifton-Clyde audits were done as a single project consuming 1,494 audit hours and costing a total of $94,886.
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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. Ofthe 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.

LEGISLATIVE POST AUDIT COMMITTEE

Senator Terry Bruce, Chair
Senator Anthony Hensley
Senator Derek Schmidt
Senator Chris Steineger
Senator Dwayne Umbarger

Representative John Grange, Vice-Chair
Representative Tom Burroughs
Representative Ann Mah

Representative Peggy Mast
Representative Virgil Peck Jr.

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.ks.gov

Website: http://kslegislature.org/postaudit
Scott Frank, Interim Legislative Post Auditor

\o

DO YOU HAVE AN IDEA FOR A
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.ks.gov, 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. Qur office
hours are 8:00 a.m. to 5:00 p.m., Monday through Friday.
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LEGISLATURE OF KANSAS

800 SoUTHWEST JACKSON STREET, Surte 1200
Toreka, Kansas 66612-2212

TELEPHONE (785) 296-3792

Fax (785) 296-4482

E-maIL: lpa@lpa.ks.gov

August 30, 2010

To: Members, Legislative Post Audit Committee

Senator Terry Bruce, Chair Representative John Grange, Vice Chair
Senator Anthony Hensley Representative Tom Burroughs

Senator Derek Schmidt Representative Ann Mah

Senator Chris Steineger Representative Peggy Mast

Senator Dwayne Umbarger Representative Virgil Peck Jr.,

As you know, we completed a total of seven school district efficiency
audits during fiscal year 2010. The enclosed report, K-12 Education: Voluntary
Efficiency Audits of School Districts—A Summary Report of Seven School Districts
contains a summary of our findings from the following districts:

Derby (December 2009)
Ellinwood (January 2010)
Renwick (April 2010)
Winfield (April 2010)
Concaordia (July 2010)
Riley County (July 2010)
Clifton-Clyde (July 2010)

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

Scott Frank
Interim Legislative Post Auditor
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These audits were conducted by Laurel Murdie, Brenda Muirhead, Lindsay Rousseau, and Alex
Gard. Scott Frank and Joe Lawhon were the audit managers. If you need any additional information
about the audit’s findings, please contact Laurel Murdie at the Division’s offices.

Legislative Division of Post Audit
800 SW Jackson Street, Suite 1200
Topeka, Kansas 66612

(785) 296-3792
E-mail: LPA@Ipa.ks.gov
Web: www.kslegislature.org/postaudit
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K-12 Education:

Voluntary Efficiency Audits of School Districts—

A Summary Report of Seven School Districts

Answer in Brief:

We conducted efficiency audits of seven school districts at the
direction of the 2010 Commission. We found that none of the districts
had a systematic process for managing efficiency. We identified a
number of opportunities for districts to operate more efficiently,

and the largest savings come from cutting teachers. All seven
districts potentially could save money by changing their high school
class schedules or course offerings and by using their buildings
more efficiently. In addition, several districts could save money by
making their food service programs more self-sufficient. Finally,

we identified several other areas where districts could become more
efficient and save money. These and other findings are described in
more detail in the sections that follow.

We Conducted
Efficiency Audits of
Seven School Districts
at the Direction of

the 2010 Commission

In July 2009, our office released a school district performance audit
examining the efficiency of school districts’ operations. As originally
directed by the 2010 Commission, the audit would have consisted

of two parts. The first part called for analyzing district staffing

and expenditure data to identify areas where spending for districts
appeared to be out-of-line compared with their peers. The second
part called for following up on a sample of districts to evaluate areas
that appeared to be out-of-line.

During that audit, the Commission directed us to suspend the second
part of the audit to alleviate concerns some superintendents had
expressed about having an efficiency audit conducted while they
were trying to address funding cuts from the State. However, the
Commission also directed us to contact school districts to see if any
of them would like to volunteer for an external efficiency audit. In
response, slightly more than a dozen school districts contacted us and
volunteered for such a review.

We completed a total of seven efficiency audits during fiscal year
2010 at the following districts:

® Derby (December 2009)
® Ellinwood (January 2010)
® Renwick (April 2010)

® Winfield (April 2010)

® Concordia (July 2010)

® Riley County (July 2010) — / ,
® Clifton-Clyde (July 2010) }
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The districts’ locations are shown in Figure 1-1. This report contains
a summary of the findings from the seven efficiency audits.

Location

Figure 1-1
of Districts Participating in an Efficiency Audit During Fiscal Year 2010

j alm]\ Clifton Clyde
USD 333 e usb 224

ri.r(r QRiIey County

USD 378
19 E
Ellinwood
USD 355
J

1 -
Renwick
USD 267 . Derby

S USD 260

| Winfieid

[:j{usn 465

None of the

Seven Districts

Had a Systematic
Process for
Managing Efficiency

Although most evaluations of school districts tend to focus on how
well the districts educate students, oversight bodies and citizens
increasingly have become more interested in how efficiently

districts operate—particularly in light of the budget shortfalls facing
governments at all levels. The school efficiency audits we conducted
focused on helping identify ways that districts could provide the same
quality of educational services using fewer resources, or ways to use
existing resources to become more productive. If fewer resources

are needed, districts can use the savings either to reduce costs or to
redirect those resources to other more important activities.

Measures of efficiency are calculated ratios that capture the
relationship between inputs (the resources used) and outputs (the
things accomplished or produced). For educational entities, the
primary measures of efficiency are things like expenditures per
student, staff per student, and number of activities per employee (for
example, classes taught per teacher or meals served per food service

worker).
-l 2
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One important aspect of assessing efficiency is comparing these
measures to those of peers with similar characteristics, to standard
benchmarks, and to the district itself over time. This allows a district
to see how it compares, and to explore reasons why it may spend
more in certain areas. A district also can make adjustments to its
policies, procedures, and practices to ensure it not only provides the
best education for its students, but also the best value for taxpayers.
A model for a good efficiency management process is summarized in
Figure 1-2 on the next page.

While most districts we visited have taken a number of positive
steps to become more efficient and control costs, each lacked a
systematic approach for evaluating and managing efficiency. For
example, several districts had recently reviewed their energy usage
and related policies in an attempt to reduce their energy costs. Also,
all the districts had made spending cuts to address budget shortfalls,
including cutting both certified teaching positions and classified staff
such as custodians and cooking staff.

Despite those efforts, we noted that none of the districts had a fully
developed process for reviewing and managing the efficiency of their
operations. The following are some of the common issues we found:

® While most districts looked at spending data at a high level, they
didn’t calculate measures of efficiency. For example, officials
didn’t calculate how much they spent on a per-student basis for
administration, operations and maintenance, transportation, and food
service.

® Most districts only made limited comparisons with the data
they compiled. In general, district officials tended to compare their
spending data to spending in previous years, but they didn’t compare
themselves against peer districts or benchmarks. While not readily
compiled on a per-student basis, spending data for all Kansas school
districts is available through the Comparative Performance and Fiscal
System, located on the State Department of Education’s website (hitp:/
cpfs.ksde.org/cpfs/). Districts can use information on enrollment levels
to calculate and make meaningful comparisons regarding specific types
of per-student spending.

® Most districts didn’t have a systematic process for routinely
revising policies, procedures, and practices as needed to address
areas of efficiency. Several district officials told us that while they
don't have this kind of process in place, they were interested in
implementing such a process. Other district officials told us they rely
on suggestions from outside entities, such as the Kansas Association of
School Boards. Finally, one district thought such a formal process was

SUMMARY REPORT
Legislative Division of Post Audit
11PA0I AUGUST 2010

unnecessary.
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Figure 1-2

Model Efficiency Management Process

A good efficiency management system allows districts to:

* [dentify the functional areas within the district (e.g., administration, operations and maintenance,

transportation, and food) where spending may be out-of-line.

o Identify the types of spending (e.g., salaries, benefits, and purchased services) that account for

significant differences.

s Use the data as a starting point in understanding why costs might be different.

Measures

e measures of the resources used fo produce
per sq 1t of building space)
e measures of the productivity of the district's

space maintained per maintenance staff)

.

1. Compile Data and Calculate Efficiency
The district should collect data to measure the efficiency

of its operations. Good efficiency measures include:

outputs (e.g., supply costs per student, utility costs

resources (e.g., students served per nurse, sq ft of

~\

J

4 4
4, Make Appropriate Change?

To Improve Efficiency

The district should routinely revise its
staffing levels, workloads, and
policies, procedures, and practices
as needed to address the areas of
inefficiency identified through the
comparisons.

2. Make Comparisons )
Efficiency measures are only
useful to identify areas of
inefficiency if they are compared
to something else. The district
can compare its measures to:

. peer districts with similar
characteristics

e  standard benchmarks

. the district itself over time y

7

or Productive Than Others

things such as policies and procedures, staffing
levels, workloads, etc.

3. Identify Reasons Why Less Efficient

For the areas that appear higher when compared to
peers, the district shouid find out why by looking at

Source: LPA model based on a review of best practices and literature.
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We Identified a

Number of
Opportunities

For Districts To

Operate More Efficiently,
and the Largest Savings
Come From Cutting
Teachers

To help districts identify savings opportunities, we calculated
various efficiency measures, interviewed district officials and staff,
and conducted site visits to observe various processes and toured

a number of the district’s facilities. We also reviewed audits and
research conducted in other states to compile a list of best practices
for improving efficiency, which are summarized in Appendix B.

Based on this work, we identified a number of opportunities for
savings at each of the seven districts. They are summarized in Figure
1-3 on the next page.

As the figure shows, the largest savings opportunities come from the
areas of student instruction and facilities. In either area, savings are
achieved by reducing the number of certified teachers. For example,
fewer teachers would be needed if a district changed how it scheduled
high school courses (converting from a block to a traditional
schedule) or if it closed a building.

In the sections that follow we provide more specific details about
some of the most significant findings.

All Seven Districts
Potentially Could
Save Money By
Changing Their
High School

Class Schedules

or Course Offerings

In general, high schools tend to have a higher cost per student than
elementary schools because high schools need more teachers to teach
the variety of courses offered. Because of this, we took a close look
at the schedules used by the high schools to see if they could be
arranged more efficiently and save money.

Overall, we found that school districts have a number of different
options for realizing significant savings at their high schools.
However, because the savings options would affect the number of
teachers the district needs, implementing these changes would require
some tough decisions for school boards. We’ve summarized the
options below.

@® Converting from a block schedule to a traditional schedule could
save some districts money because fewer teachers would be
needed to teach the same number of courses. Courses at the
high school level are typically offered in either a “traditional” or “block”
schedule. Under a traditional high school schedule, students typically
go to the same 7 or 8 courses every day, with each class lasting
about 40-60 minutes. Beginning in the mid-1990s, many high schools
switched over to a block schedule, where students take fewer classes
each day, but for longer blocks of time.

As shown in the first line of Figure 1-4 on page 10, three of the districts
we reviewed could realize savings by switching from a block schedule
to a traditional schedule (a fourth district, Concordia, already is in the

SUMMARY REPORT
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Summary of Areas Identified for |

Figure 1-3
mproved Efficiencies and Estimate of Savings'

(Includes Information from the Seven School Efficiency Audits Conducted December 2009 to July 2010)

Converting From a Block Schedule To a —

| clifton-Clyde
224

Derby
260

Renwick
267

Concordia
333

Ellinwood
355

Winfield
465

| Riley County
378

page 10 for more details.

i

Facilities s
Closing or Taking Steps to Reduce Costs in the:

Pre-School

Elementary School

Intermediate School

Middle School

High School

Other Building

See page 11 for more details.

Traditional Schedule at the High School - See (a) $600,000 | $95,000 (a) ~ ~ $154,000
page 10 for more details.

Filling Course Sections Closer to Enrollment

Capacities Without Changing Schedules - See | $45,000 | $200,000 | $238,000 (a) $120,000 | $24,000 | $128,000
page 10 for more details.

Converting From a Block Schedule To a

Traditional Schedule and Filling Existing Course

Sections Closer to Enrollment Capacities - See (a) $200,000 | $288,000 | $190,000 ~ $96,000 | $129,000

$12,000

~

~

$755,000

867,000

~

$390,000

~

$58Q,000

$800,000

$1,100

$24,000

~

$136,000 (c)

(a)

Taking Steps To Reduce or Defray Utility Costs
in Its Buildings - Using power savings options,
such as automatic shut-off settings on computers
and monifors, turning off lights at night, and
competitively shopping for utilities.

(b)

$9,100

Developing a Preventative Maintenance and
Work Order System - Such a system helps ensure
that equipment is operating optimally and can help
minimize maintenarnce costs.

Charging Appropriate Fees for Community Use
of District Facilities - Fees should cover staff and
utility costs.

Offering Fewer Supplemental Contracts - These
contracts are for the time teachers spend outside
the classroom on activities like coaching sports
teams or advising yearbook.

$12,000

$14,500

$12,000

$8,500

Hiring a Full-Time Staff Member To Reduce the
Need for Custodial/Maintenance Overtime -
Instead of paying existing staff overtime, hire new
full-time staff.

$4,300

$9,500

$11,500

Reducing the Number of Support Staff To Be
More In-Line with Peer Districts - Reduce staff
(for example nurses and social workers), to be
more in line with like-sized peer districts.

o 3

$180,000
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Figure 1- 3 o

Summary of Areas Identified for Improved Efficiencies and Estimate of Savings

(lncludes Information from the Seven School Efﬂmency Audits Conducted December 2009 fo July 201 0

Using Librarian Aides in Place of Some
Librarians - Librarian aides cost less and could
help reduce instruction support costs.

224

Derby
260

$160,000

Renwick
267

Concordia
333

Ellinwood
355

Riley County
378

Winfield
465

Changing Health Insurance Eligibility
Requirements - Pro-rafing the amount paid for
benefits for part-time staff or increasing the
minimum number of hours worked to be eligible for
benefits could save money.

$84,000

Paying Stipends for Cell Phones and Limiting
the Number of Them - Giving phones only to staff
who may need to be contacted outside regular
hours and paying reasonable stipends toward
phones costs.

$6.500

$5,600

$5,000

Reducing Vehicle Allowances, Eliminating
Unnecessary Mileage Reimbursements - Reduce
allowances and pay mileage only when
confractually necessary.

$300

$7.200

Impiementing Better Controls for District
Vehicles - Have controls in place fo ensure that
vehicles are used solely for district purposes.

(b)

Reevaluating Policies for Buying Back Unused
Leave From Staff - Af the end of the school year,
some districts buy back unused personal and sick
leave. Change to the policy to reduce how much is
bought back.

Automating Paper-Driven Processes - Districts
could save money by converting paper processes
to electronic processes such as electronic deposit
for payroll, electronic time-keeping systems, and
sending paper newsletters to patrons.

$1,100

$5,000

$12,500

Maximizing the Use of Business Procurement
Cards - Procurement cards with cash-back rebates
can be used fo generate revenue.

$500

$12,000

$1,000

$1,800

$500

$1,150

$1,000

Modifying Existing Purchasing Practices -
Pairing with neighboring districts to jointly purchase
supplies and negotiate lower costs on supplies
and other items.

(b)

Competitively Purchasing Property or Liability
Insurance - Because districts spend a substantial
amount in this area, regularly soficiting bids or
competitively shopping is a good practice.

(b)

Developing and Using an Inventory System for
Equipment, Supplies, and Assets - Disiricts
should keep an up-to-date inventory of supplies
and equipment fo reduce the cost of replacing lost
or stolen items.
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Figure 1-3

Summary of Areas ldentified for Improved Efficiencies and Estimate of Savings
(Includes Information from the Seven School Efficiency Audits Conducted December 2009 to July 2010)

e

Clifton-Clyde
224
Derby
260
Renwick
267
Concordia
333
Ellinwood
355

1 Riley County
378
Winfield
465

Purchasing Vehicle Fuel Competitively -

Districts spend a substantial amount in this area
and competitively shopping for fuel and buying fuel ~- ~ (b) (b) (b) (b) (b)
in bulk, when possible, is a good practice.

Shopping Around for Bus or Vehicle
Maintenance Services - Competitively shopping

for maintenance services can ensure that districts (b) ~ ~ (b) (b) (b) ~
save money on repairs.

Reducing the Number of Activity Routes -

Districts could reduce the number of activity trips - - $7,200 - - - $8,000

by filling buses.

Analyzing the Need for Bus Route Planning and
Competitively Shop for those Needs -
Computerized route planning software can be
expensive. Before initially buying or replacing ~ ~ ~ (b) ~
existing software, districts should do a cost-benefit
analysis to determine whether it's a cost-effective
purchase.

Food Services .
Improving the Efficiency of the Food Service
Program - Food service programs should be self-

supporting. See page 12 for more details. b) - - - (b) $122,000 (®)

Charging for Breakfasts and Lunches to
Generate Revenue - By charging for all pre-
kindergarten and kindergarten student breakfasts,
the Clifton-Clyde school district could generate
revenue each year. By charging for foreign $7,700 - - -
exchange students' lunches and pre-school teacher
lunches, Winfield school district could also

generafte revenue.

~ ~ $9,700

Expanding the Use of Virtualized Computers -
Virtualized computers allow a single computer to
simulate multiple computers, cutting down on (b) ~ (b) (b) ~ (b) ~
hardware costs.

Phasing Out Individual Printers and Replacing
them With Networked Printer/Copier Units -
inkjet printers are extremely inefficient because ink
is expensive. Setting a deadline to remove the (b) ~ ~ (b) ~ (b) ~
individual printers could save money sooner.

-/4
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Figure 1-3 - :

Summary of Areas Identified for Improved Efficiencies and Estimate of Savings

{includes Information from the Seven School Efficiency Audits Conducted December 2009 to July 20

Reducing the Use of Personal Appliances -
Small appliances such as refrigerators and
microwaves can consume a lot of electricity.
Banning their use could reduce energy costs.

224
Derby
260
Renwick
267
Concordia
333
Ellinwood
355
Riley County
378
Winfield
465

Invoking a Hardship Clause in a Contract - The

Winfield school district could temporarily reduce the
payments on its lease by $50,000 per year, if it ~ ~ ~ ~ ~ ~ $50,000
invoked a hardship clause in the lease.

such as equipment.

Sharing Resources With Other Districts -
Districts could share staff and other resources, ~ ~ ~ ~ (b) ~ ~

Stop Providing Maintenance Staff Uniforms -
The Derby school district could save money if it

cards.

didn't provide and launder uniforms for these staff, - $6,600 - - - -
Printing Business Cards In-House - Districts
could save money if they print their own business - $1,000 ~ ~ ~ ~

Stop Purchasing Bottled Water - Sfop purchasing
bottled water if it is for convenience only.

~ ~ ~ ~ $500 ~ ~

(a) Concordia will change to a traditional schedule beginning 2010-11, but, to get the change approved by teachers, has agreed not to cut teaching positions.
Clifton-Clyde currently uses a "traditional" high school class schedule, so there's not savings to be had from switching.

(b) We were unable to quantify the potential savings in this area.

(c) These are one-time revenues generated from closing and selling Riley County's central office building.

Source: Summary of findings from the following K-12 Education: School Districts Efficiency Audits: 09PA14 Derby; 09PA16 Ellinwood; 10PA05.1 Renwick;
10PA05.2 Winfield; 10PA06.1 Concordia; 10PAD06.2 Riley County; 10PA06.3 Clifton-Clyde.

process of making this change). The potential annual savings range
from $95,000 to $600,000. These districts could save money because
each teacher would teach at least an additional course each semester,
making it possible to teach the same number of courses with fewer
staff. However, because teachers would have less planning time than
they do under a block schedule and would have to prepare for an
additional class, making this change may require renegotiating teacher
contracts.

Finally, although block scheduling is popular, in our work from a
previous audit we saw that education research has found no positive
effect (and perhaps even a negative effect) on student performance
under a block schedule (see K-12 Education: Alternative Models for
Organizing Middle School and High School, available at hitp://www,

kslegislature org/postaudit/audits _perform/07paQ2a.pndf).

Most districts could save salary costs by filling course sections
closer to capacity. Generally, districts’ contracts with teachers don’t
set a mandatory or preferred number of students to be enrolled in each
course section taught. Instead, district officials set their own limits. In
comparing actual enroliment levels for some classes, we noted that
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many of the course sections weren't full. Districts could reduce their costs
by filling classes closer to capacities and eliminating their lowest enrollment
courses. Because fewer courses would be needed, the districts would
need fewer teachers and could save on salary costs.

We analyzed the potential cost savings if districts filled courses closer to
enroliment capacities: As shown in the second line of Figure 1-4, six of the
seven districts could realize some salary savings by taking this action. The
potential annual savings range from $24,000 to $238,000.

Figure 1-4
Summa'ry of Savings Optiohs Related to Changing High School Classes or Course Offerings

LA N

Concordia
333
Ellinwood
Riley County
378

Converting From a Block Schedule To a
Traditional Schedule at the High school -
Switching could save some districts money (a) $600,000 | $95,000 (b) $0 $0 $154,000
because fewer teacher would be needed to
feach the same number of courses.

Filling Course Sections Closer to
Enrollment Capacities Without Changing
Schedules - Districts that chose to keep
block schedules can still realize savings by
filling course sections closer to enrollment
capacities. For smaller districts that already
have a traditional schedule or for whom $45,000 | $200,000 | $238,000 (b) $120,000 | $24,000 | $128,000
switching wouldn't necessarily yield
savings, filling courses fo capacity would
result in salary savings because fewer
teachers would be needed to teach the
remaining courses.

Converting From a Block Schedule To a
Traditional Schedule and Filling Existing
Course Sections Closer to Enrollment
Capacities - Some districts potentially
could save even more after switching to a
fraditional schedule, by filling courses (@) | $200,000 | $288,000 | $190,000 |  $0 $96,000 | $129,000
closer to enroliment capacities. Our
analysis was limited to only to core classes
(not electives), so there may be even more
potential savings if all courses were filled
closer to capacity.

(a) Clifton-Clyde current uses a "traditionaﬁ high school class schedule, so there's no savings to be had from switching.

(b) Concordia will change to a traditional schedule beginning 2010-11, but to get the change approved by teachers, it has agreed not to cut teaching
positions.

Source: Summary of findings from the following K-12 Education: School Districts Efficiency Audits: 09PA14 Derby; 09PA16 Ellinwood; 10PA05.1
IRenwick; 10PA05.2 Winfield; 10PA06.1 Concordia; 10PA08.2 Riley County; 10PA06.3 Clifton-Clyde.
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All Seven Districts Buildings are expensive to operate and maintain, therefore it’s

Potentially Could important for districts to control costs by not operating more

Save Money building space than they need. However, closing a school building
By Using is one of the most difficult and divisive decisions a school board
Their Buildings and community can make. District patrons are very likely to be
More Efficiently strongly against such a move because of the negative impact on the

community and the areas served by the school. However, because

of the current economic recession, districts have been looking at

this option to help them operate more efficiently and reduce costs.
Obviously, such decisions can’t be made in a vacuum, and the impact
on the students and communities must be taken into account.

While visiting the seven school districts, we toured buildings

and analyzed how space was used. Based on our analyses and
observations, we identified potential savings at all seven districts,
whether it was through closing a school building or making more
efficient use of administrative space. Figure 1-5 summarizes our
findings and the potential savings options for these districts.

As the figure shows, the amount of potential savings varied
significantly, from about $1,100 a year in utility costs by closing

an out-building at Clifton-Clyde High School, to $867,000 a year

in building and staffing costs by closing an elementary school in
Winfield. Another interesting example was in Riley County, where
the district might be able to sell its central office building—a former
residential home—and generate about $136,000 in one-time revenue.

Savings Option

Pre-School ~ ~ ~ $12,000 ~ ~ ~
Elementary School (a) ~ $755,000 ~ $320,000 ~ 867,000
intermediate School ~ ~ ~ ~ ~ ~ $580,000
Middle School ~ ~ ~ ~ ~ ~ ~
High School ~ ~ $800,000 ~ ~ ~ ~
= Closing Other Buildings ' - % i : B G E

Adrﬁinistrative éuilding ~ $24,000 ~ ~ - $136,000 (b) (@)
QOutbuilding - Instruction $1,100 ~ ~ ~ ~ ~ ~

{a) We weré unable to quantify the potential savings in this area.
{b) These are one-time revenues generated from closing and selling Riley County's central office building.

Source: Summary of findings from the following K-12 Education: School Districts Efficiency Audits: 09PA14 Derby; 09PA16 Ellinwood; 10PA05.1 Renwick;
10PA05.2 Winfield; 10PA06.1 Concordia; 10PA06.2 Riley County; 10PA06.3 Clifton-Clyde.

SUMMARY REPORT 11
Legislative Division of Post Audit
11P401  AUGUST 2010 A-3



Several Districts
Potentially Could

Save Money

By Making Their

Food Service Programs
More Self Sufficient

An efficient food service program should be self-sufficient—it should
generate enough revenues to cover costs. The primary factors that
affect costs are similar to those for other areas—staffing and supply
costs. The factors that affect revenues include meal prices, sales to
visitors and district staff, a la carte sales (for example, individual
pizza slices and salad bars), and the number of students who receive
free or reduced-price lunches. If a program isn’t self-sufficient, the
district must subsidize it with operating funds that could be used for
other purposes, such as hiring additional teachers.

Figure 1-6

Food Service Program Information

for Districts Participating in an Efficiency Audit
2008-09 School Year

Revenue Transféfs {(b) Avg Food
: o Total ; " s Average Expend
School District Meals : Per Poer Rank Lur:lch Per
‘ Served (a) Total Student © Price Student
Derby (260) 913,470 $0 $0 1of 12 $1.80 $415
Renwick (267) 272,636 $0 $0 10f 18 $1.98 $420
Concordia (333) 214,452 | $25,000 $24 3 of 11 $1.92 $591
Clifton-Clyde (224) 55,432 $28,000 $96 1 of 11 $1.85 $540
Ellinwood (355) 71,834 $57,253 $134 7 of 14 $1.92 $518
Winfield (465) 427,136 | $110,300 $46 14 of 16 $2.18 $543
Riley County (378) 105,008 | $242,804 $376 130f 13 $2.17 $816

(a) Includes breakfast and iunch.

(b) Amounts transferred from general fund or local option budget to supplement district's food service program.
Districts that transfer money into their food service programs are less efficient than those that don't.

(c) This district's rank when compared to peers (peers aren't listed here). The lower the rank, the more
inefficient the district's food service program. Both Derby and Renwick school districts each had several peer
districts who also transferred $0.

Source: LPA analysis of data provided by the Department of Education and individual school districts for the
2008-09 school year.

Figure 1-6 provides key information about the food service programs
at each of the seven districts. As the figure shows, five of the seven
districts transferred money to shore up their food service funds in
2008-09. Of those, three districts—FEllinwood, Riley County, and
Winfield—each transferred more than most of their peers. Making
their food services program more efficient would allow the districts
to reduce the amount transferred to subsidize the program. We
identified several options for helping to reduce the need to subsidize
food services, which are summarized below:

® Consult with peer districts that operate a more self-sufficient
food service program—District officials struggling to make their food
service program self-supporting should find out what other districts do

to operate self-sufficiently. 2 -2 2.

12
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Set lunch prices at a level that comes closer to covering food
service costs, and charge for extras—Charging prices that are more
closely aligned to the actual cost to produce meals will help make food
services programs more self-sufficient.

Implement portion control—This was an important issue at the Riley
County school district, where at the high school, after being served the
main entrée, students and staff are allowed to take as much as they
want from the salad bar and fruit bar for one price—$2.17.

Jointly purchase food supplies and milk—If area school districts
combined their purchasing power, they might be able to get quantity
discounts that they otherwise wouldn’t be able to get on their own.

Consider implementing a central kitchen—Central kitchens can
reduce the need for duplicate appliances as well as the need for ad-
ditional staff to prepare food.

We Identified
Several Other Areas
Where Districts
Could Become
More Efficient and
Save Money

In addition to the more significant areas for savings described earlier,
we identified a number of other opportunities for school districts to
reduce costs. Although these are unlikely to produce huge savings,
they’re also less likely to negatively affect districts’ ability to provide
high-quality instruction. They include:

@® Automating paper-driven business processes—NMost districts

continue to rely heavily on paper for administrative-related functions,
including purchasing, payroll, and student records. If districts relied less
on paper and used electronic processes such as scanning and e-mail,
they could save staff time, paper, postage, and storage space.

For example, for each of the past two school years, the Ellinwood
school district spent more than $10,000 on postage. Offering parents a
choice about how they receive official correspondence could cut down
on mailings. The Concordia school district recently started using an
electronic time-keeping system for most employees—hand-scanners
allow employees to clock in and out and have reduced staff time for
processing paper timecards.

Competitively purchasing transportation-related services—Besides
salaries for bus drivers, the largest transportation-related expenses are
fuel and vehicle maintenance. Many of the districts we reviewed didn’t
consistently shop around for bus maintenance services or competitively
purchase their fuel.

Better use of information technology—Many districts could benefit
from using virtualized computers. Virtualized computers allow a single
computer to be configured to simulate multiple computers, minimizing
hardware costs. In addition, nearly all districts we visited still used
individual inkjet printers. These printers can be exiremely inefficient
because the ink is expensive. Phasing-out these printers would save
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® Sharing resources with other entities—\Whenever entities engage
in the same types of activities or provide the same types of services,
there can be opportunities to coordinate activities or share resources.
For example, if located close enough together, districts potentially could
share teachers or maintenance staff. For smaller districts struggling
with small course enroliments—such as the Ellinwood and Clifton-Clyde
school districts—sharing staff may help reduce costs.

® Reducing cell phone costs by reducing the number of phones or
using stipends—The Winfield, Riley County, and Concordia school
districts each could take steps to reduce costs in this area. For
example, each of these districts could reduce the total number of cell
phones in use and save by issuing cell phones only to critical staff. In
addition the Winfield school district could save by reducing the stipend
it pays for cell phones, while the Riley County and Concordia school
districts could offer stipends to partially pay for cell phones, instead of
paying the entire cost.

® Maximizing the use of business procurement cards—All seven
districts could benefit from making better use of business procurement
cards. By using cards that provide cash-back rebates to cover
purchases from vendors that accept the cards, the districts could have
received annual rebates ranging from $500 for each of the Clifton-Clyde
and Ellinwood school districts to $12,000 for the Derby school district.

® Reduce overtime costs by hiring full-time staff—For example, by
assigning part-time work to a full-time network manager, the Derby
school district guaranteed that the employee would be paid overtime.
The Concordia school district guaranteed four hours of overtime per
week for custodial and maintenance staff with two or more years
experience at the district. Finally, the Clifton-Clyde school district also
paid custodial staff overtime. [f new full-time staff were hired—instead
of paying existing staff overtime—the Derby school district likely would
have saved about $9,500, the Concordia school district would have
saved about $11,500, and the Clifton Clyde school district would have
saved about $4,300.
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Conclusion: The current fiscal situation—which may linger for some time—makes
it critical for school districts to find ways to make their operations
more efficient. The purpose of these seven school efficiency audits
was to find ways in which districts can change the way they currently
operate so they can provide the same quality of educational services
using fewer resources, or so they can use their existing resources
more productively. We hope that the findings of these audits can help
school districts through that process.

Having an ongoing efficiency management process is essential to
improving efficiency. A well-developed process should include
calculating efficiency measures, comparing those measures to peers
and benchmarks, and systematically making changes as needed.
None of the seven districts we looked at had such a process, and it’s
unlikely that most districts in the State have one either.

Unfortunately, very few of the largest opportunities for savings are
painless. Through these audits, many of the options we’ve identified
for significant savings are the result of cutting teaching positions,
which clearly can affect the ways in which instruction is provided.
Nevertheless, by pro-actively identifying ways in which they can
operate more efficiently, districts may be able to make more targeted
cuts, which could lessen the impact on their ability to provide high-
quality instruction.
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APPENDIX A

At its meeting on May 28, 2009, the 2010 Commission directed the Legislative Division
of Post Audit to contact school districts to solicit volunteers for an external efficiency audit to
help them identify opportunities to operate more efficiently. Officials from 10 school districts
contacted us to arrange for such an audit. In total, we completed seven efficiency audits during
fiscal year 2010. This appendix contains the scope statement that outlined our work for those
audits.

SCOPE STATEMENT
K-12 Education: Voluntary Efficiency Audits of Kansas School Districts

In July 2009, our office released a school district performance audit examining the
efficiency of school districts’ operations. As originally directed by the 2010 Commission, that
audit would have consisted of two phases. The first phase called for analyzing district staffing
and expenditure data to identify areas where spending for districts appeared to be out-of-line
compared with their peers. The second phase called for following up on a sample of districts to
evaluate their processes in the areas that appeared to be out-of-line to determine if there were
ways they could reduce costs without affecting their ability to educate students.

In April 2009, the Commission directed us to suspend the follow-up part of the audit to
alleviate concerns some superintendents had expressed about having an efficiency audit
conducted while they were trying to address funding cuts from the State. However, in May
2009, the Commission discussed the fact that some districts may want to take advantage of the
external review an efficiency audit could provide in helping them look for opportunities to
operate more efficiently, and subsequently directed us to contact school districts to see if any of
them would like to volunteer for an external efficiency audit.

Officials from the Derby, Ellinwood, Renwick, Winfield, Concordia, Riley County, and
Clifton-Clyde school districts contacted us and requested an efficiency audit to help them
identify ways they could reduce costs without affecting the education they provide students.
This school district performance audit answered the following question:

1. Could school districts achieve cost savings by improving management of non-
instructional personnel, facilities, or other resources? To answer this question, we would
review efficiency audits from other states, talk with district officials, and compare districts’
non-instructional staffing and expenditures to peers to identify areas where the districts could
potentially save money. We would evaluate the districts’ practices in each of the areas we’ve
identified to see if there are ways the districts could use fewer resources without affecting
their ability to educate students.

2-26b
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APPENDIX B
List of Operational Best Practices for School Districts

This appendix contains a detailed list of best practices to help school districts identify
ways they can operate more efficiently. We gathered these ideas from our office’s previous
audits, other states’ audits, and other resources, like the Centers for Disease Control and the
Association of School Business Officials.

The best practices are arranged in tables by functional area, including administration,
support services, operations and maintenance, food services, and student transportation. This
isn’t an exhaustive list of ideas for cost savings, and it will continue to evolve as we conduct
more efficiency audits and identify additional ways districts can save money.
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: Appendix B
Best Practices for School District Efficiency

The district should:

+ Compile data and calculate efficiency measures, like expenditures per student or staff per 500 students
+ Compare the measures against peers, standard benchmarks, or the same measures for the district over time
the district level. « Routinely revise staff needs, policies, and workloads based on the comparison

The district should
manage efficiency at

The district should:
= Routinely compare staffing levels on a per-student basis over time and make changes as needed
» Routinely compare staffing levels to peer districts and available benchmarks and make changes as needed

The district should
maintain reasonable
administrative

staffing levels The district could consider:

« Developing a staffing formula for administrative positions

The district should:

The district should o Compare salary levels for all levels of staff to peer districts and available benchmarks and realign salaries to stay in line
pay reasonable e Share staff across bulldings when possible
salaries. The district could consider:

e Contracting out for some work, if it would be less expensive than having in-house staff do the tasks

The district should:

« Routinely collect bids for health insurance

« Routinely compare health plans and premiums to peer districts and available benchmarks

e Take steps to make the employee pool is healthy to improve the risk pool to keep insurance premiums down

The district should
keep the cost of
benefits at a

reasonable level The district could consider:

e Limiting the number of part-time staff who are eligible for benefits
e Limiting the amount of sick and vacation leave staff can accrue

The district should:

= Develop and enforce district-level overtime pay controls, fike placing limits on the overtime pay each department can
have and requiring supervisor approval before paying the overtime

L. The district could consider:

The Cf‘sm‘:t sh?uld « Using temporary, substitute, or contracted staff for busy times of year
avoid excessive « Changing hourly staff who have a lot of overtime to a set salary, if possible according to the district’s human resources
overtime costs. department

« Developing expected workloads for each staff person and implementing controls to be sure those targets are generally
being met

« Contracting with outside vendors to provide labor for some work that would otherwise cause overtime in the district

« Adjusting work schedules around the workloads

The district should:

The district should « Take bids on items thg district buys in bulk .

» Use the State purchasing contract when possible

e Buyitems in bulk if a discounted rate is offered

o Print items like business cards, letterhead, and stationary in house

« Maintain and continually update a district-wide inventory of supplies that is accessible to all staff

minimize supply
costs.
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The district should
establish and maintain
efficient processes for

administrative tasks.

The district should:

» Use a business procurement card with a cash-back rate to make purchases

» Maximize the cash-back rate it can get from its procurement card issuer

» Maximize use of business procurement card to maximize the cash back

* Reduce processing and record storage costs by automating administrative tasks, like using financial management
and student data software

* Go “paperless” by using electronic ways of communication with staff, parents, and local board of education
members when possible

» Use a centralized system to collect school building data to collect it mare quickly, improve accuracy, and save time
on entering it

» Develop policies and guidelines for processes within the district and consistently enforce them

* Encourage payroil through electronic depositing. For those employees who don't want their pay deposited
electronically, issue a payroll debit card.

The district could consider:
* QOutsourcing administrative tasks like payroll or purchasing to a local government office
o  For example, Clarke County in Virginia partnered with its local school division to combine some central
office functions, like finance, purchasing, and budget development, to increase efficiency.
» Partnering with other school districts for administrative tasks, like payroll or purchasing
» Entering joint-purchasing agreements with other organizations for bulk items, like fuel, or more expensive items,
like computers or audio-visual equipment

The district should
establish and maintain
efficient technology
practices.

The district should:

» Only assign multiple computers to staff for whom there is a demonstrated need.

» Have most staff use shared network printers. For staff who need their own printer, the district should provide a
high-quality, ink-efficient printer if they will print large volumes, and a less expensive printer if they don't print very
much.

» Use refillable ink cartridges for printers whenever possible.

The district could consider:

» Using Voice-Over-Internet Protocol (VOIP) for phone service, where a district can use its Internet connection to
place phone calls.

¢ Purchasing ink cartridges from third party vendors, if the products are less expensive

The district should
provide instruction
support services

The district should:

» Share instructional support staff, like librarians, curriculum specialists, and instructional coaches, across buildings when
possible

o Keep staffing levels in line with district peers and available benchmarks.

» See best practices for staffing levels, salaries, benefits, and supplies in the “Administration” section.

efficiently. The district could consider:
¢ Sharing staff between districts when possible, like staff whose responsibilities include developing curriculum
* Contracting with a local education service center for some support services
The district should:
s Share student support staff, like social workers, nurses, and counselors, across buildings when possible

The district should * Keep staffing levels in line with district peers and available benchmarks
provide student o  For example, the Center for Disease Control recommends one school nurse per 750 students.
support services s See best practices for staffing levels, salaries, benefits, and supplies in the “Administration” section.

efficiently. The district could consider:

¢ Using licensed practical nurses (LPN's) or health aides under the supervision of a registered nurse instead of staffing
full-time registered nurses at sach school building
-2 7
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The district should:
« Close off any building space it doesn’t use and limit custodial services for that space
« [dentify ways to reduce supplies costs
o Forexample, the district could set up mixing stations for cleaning supplies to control the amounts being use, or
buy custodial supplies in bulk
« Keep staffing levels in line with standard benchmarks
o For example, the Association of School Business Officials (ASBO) recommends basing staffing about one full-time

The district should
provide custodial

services for district custodian per 20,000 square fest, though the type of flooring, size of storage areas, age of buildings, and other
facilities and grounds variables could change the standard. The ASBO also sets out work time standards for offices, floors, bathrooms,
efficiently. stairs, walls, blinds, windows, and light fixtures in its Custodial Methods and Procedure Manual.

s See best practices for salaries, benefiis, overfime, and supplies in the “Administration” section.

The district could consider:
« Contracting out for some deeper cleaning projects, if it would be less expensive than having in-house staff do them
« Outsourcing custodial work, if it would be less expensive than having in-house staff do the work

The district should:
» Develop and maintain a long-term preventive maintenance plan and follow it
+ Develop an automated system for receiving and responding to maintenance requests

The district should o See best practices for salaries, overtime, benefits, and supplies in the “Administration” section.

maintain facilities and

grounds efficiently. The district could consider: '
o Contracting out for some work, like mowing or plumbing work, if it would be less expensive than having in-house staff
do the tasks

« Qutsourcing maintenance work, if it would be less expensive than having in-house staff do the work

The district should

provide specialized The district could consider:

maintenance services | . contracting out for some specialized projects, if it would be less expensive than having in-house staff do them

efficiently.

The district should:
« Do an energy audit of the district facilities, or contract out for one
» Regularly monitor facility energy usage and act quickly to reduce consumptiors when energy use is excessive
« Develop a long-term energy plan to address facilities that aren’t energy efficient
« Develop and maintain a long-term energy conservation plan {o address energy inefficiencies

The district should » Work with its energy providers to identify energy efficient benchmarks, and im plement actions to reach those

minimize energy benchmarks
costs. « Develop energy conservation policies for staff in the district and enforce them

o For example, restrict what personal appliances staff can have in their classrooms or offices, use centrally located
thermostats to control temperatures across a building, and initiate a campaign to turn off lights and computers
when rooms in district facilities are not in use.

« Routinely check, clean, and repair heating and cooling systems, and update when necessary
e Close off areas of buildings that aren’t used so the district doesn’t pay to heat and cool those spaces

The district should:
The district should » Ask its energy providers about discounts or rebates, and take advantage of any that are offered
ensure that itis « Get an education rate from its electricity provider for each of its buildings, when available
receiving the best
energy rates possible.

The district could consider:

« Joining a natural gas purchasing consortium, like the Kansas Association of School Board’s Kansas Joint Utility
Management Program (KJUMP), if using the consortium would be less costly

3-»0
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The district should
avoid using
excessive
administrative space.

The district should:

« Routinely evaluate workspace per staff person and provide adequate space, and close off or sell unneeded space
o  Forexample, the Kansas Department of Administration provides both high-level and detailed workspace

standards based on functions performed by staff. The Department’s high-level office space standard is an
average of 210-250 square feet of useable space per person. That standard includes not only actual office
space, but also hallways, break rooms, conference rooms, and the like. Detailed workspace standards by
positions are available on the Departments website, at
http:/fwww.da.ks.gov/fm/dfm/forms/Office Space Standards. htm.

» Store records electronically whenever possible, or store them as cheaply as is reasonable, depending on the type of

records being stored

The district should
avoid using
excessive school
building space.

The district should:
+ Routinely evaluate student occupancies at school buildings against maximum capacities, and consolidate buildings
where practical

The district could consider:

 Limiting the number of class sections offered or consolidating those sections when only a few students enrol

» Entering into an inter-district contract with another district to establish shared schools to save on transportation,
insurance, staff costs, and purchased services

The district should
have a self-sustaining
food program.

The district should:

« Charge enough to cover the costs of the food program
* Take advantage of federal commodities when possible
* Reduce food costs (see next section)

+ Limit its meal allowances for staff

The district could consider:

» Offering nutritious & la carte options to increase sales

« Improving marketing of food to increase sales

* Operating its own vending machines rather than contracting with an outside vendor

take steps to manage
its program efficiently.

The district should The district Shomd,: . -
s e e « Develop and maintain a running inventory of all food products
minimize its food e N
¢ o Use a first-in, first-out system for stocking inventory
costs. » Use portion control to reduce waste
The district should:
» Ensure that food program management staff receive appropriate training in areas like food safety, production control,
inventory, meal count procedures, receiving and storing food and supplies, and customer service
The district should s Ensure that all food program staff receive proper food service training

o See best practices for salaries, overtime, benefits, and supplies in the “Administration” section.

The district could consider:

» Establishing a central kitchen to store goods and make meals
« Sharing a food services director with another district, if feasible
» Sharing a cafeteria manager between schools

23|
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The district should
take steps to manage
its program efficiently.

The district should:

* Use an appropriately-sized vehicle to transport students, like using a van instead of a bus to transport smaller groups

¢ Arrange school start and end times to minimize the number of buses needed to transport students

» Do a cost-benefit analysis to find out if would be more efficient over time for the district to contract out its program or
operate its own busing program

« See best practices for staffing levels, salaries, benefits, overtime, and supplies in the “Administration” section.

The district gould consider:
= Transporting only those students who live more than 2.5 miles from their schools, unless safety is an issue
e Increasing vehicle insurance deductibles, if premiums costs decrease

The district should
run the most efficient
bus routes possible.

The district should:

e Plan the most direct routes to transport students to and from school

o Use computerized software to plan routes, if time it takes for staff fo plan the route by hand would cost more than the
software

« Pick up students from central locations, instead of going from door to door, unless safety is an issue

» Fill buses as much as possible to reduce the number of buses running at any one time, including activity trips

The district could consider:

» Reimbursing parents for driving students more than two and a half miles to or from school rather than providing a
transportation program

The district should:

The district should A
C e e Buy fuel in bulk
minimize its fuel . ” -
" o Partner with local government entities to jointly purchase fuel
costs. e Have a no-idling policy for its buses

The district should:
* Require staff to log miles traveled per trip for all district vehicles, and have supervisors monitor the mileage to be sure

The districts should the trips are reasonable

take actions to
prolong district
vehicles® “lives.”

¢ Do routine maintenance on district vehicles as often as called for by the manufacturer, and not more often
¢ Do a cost analysis on parking district vehicles in a secure compound overnight or on weekends

The district could consider:

e Purchasing quality used vehicles to replace older vehicles, weighing the short-term convenience versus the reduced life
span of used buses

The district should
minimize its
maintenance costs.

The district should:
o Collect and monitor data on oil changes, routine servicing and all repairs and warranty work to help it make informed
decisions on whether it is cost-effective to make expensive repairs on older vehicles

The district could consider:

» Contracting out for specialized maintenance costs, like glass repair, rebuilding transmissions or engines, radiator work,
among others.

2-3%
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Attachmer

MEMORANDUM

Legislative Division of Post Audit
800 SW Jackson, Suite 1200
Topeka, KS 66612-2212
voice: 785.296.3792
fax: 785.296.4482

’ web: www.kslpa.org

TO: Members, Legislative Post Audit Committee
FROM: Scott Frank, Legislative Post Auditor
DATE: September 20, 2012

SUBJECT:  Update on School District Efficiency Audits

Budget Proviso

As you may recall, the fiscal year 2013 appropriations bill passed during this past session (SB
294) included a proviso which requires Legislative Post Audit to conduct three school district
efficiency audits. These voluntary audits would be similar to the series of seven school district
efficiency audits our office conducted from July 2009 to June 2010. The proviso specifically
requires:

e Legislative Post Audit will conduct three school district efficiency audits during fiscal year 2013.

¢ The districts will include one small, one medium, and one large school district. [These categories
were not defined in the proviso.]

e The Legislative Post Audit Committee will decide how to select the districts, but selection must
first be on a voluntary basis.

Selection Process

At its July 7 meeting, the Post Audit Committee approved a plan for selecting the three school
districts. That plan entailed:

¢ Our office would send a letter to all school board presidents and district superintendents to solicit
volunteers for the audits. Volunteers would be taken up until September 1.

e We would select one volunteer from each of the following enrollment categories:

> Small Districts (fewer than 500 students) — Roughly equivalent to districts with a 1A or 2A
high school.

» Medium Districts (600-4,000 students) — Roughly equivalent to districts with a 3A, 4A, or
5A high school.

> Large Districts (4,000 or more students) — Roughly equivalent to districts with a 6A high
school or multiple high schools.

In the event that there was more than one volunteer in an enrollment category, we would select a
district at random from all volunteers within that category. In the event that there were no
volunteers in a category, we would select a district at random from all school districts in that
category.
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Districts Selected

A number of districts inquired about the efficiency audits, and in the end six districts
volunteered. Those volunteers included:

¢ Small Districts
> St Francis (selected)

e Medium Districts
> Newton
> Southeast (selected)
> Wamego
> Parsons

s Large Districts
> Kansas City (selected)

St. Francis and Kansas City were selected for the small and large categories by default. We held
a random lottery to select the medium district and the Southeast school district was chosen. The
three districts that were selected, along with the other districts that were not selected, were
formally notified this week.

Current Schedule

We will begin work on the school district efficiency audits in the middle of October. The
approved scope statement for this work is attached. Most of our fieldwork will be conducted
between November 2012 and January 2013. We currently project that the final reports would be
ready in late April, around the time of the veto session.
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SCOPE STATEMENT
K-12 Education: Efficiency Audit of Selected School Districts

During fiscal year 2010, the Legislative Division of Post Audit conducted voluntary
efficiency audits of school districts. Officials from several school districts volunteered for the
audits as a way to help them identify ways they could reduce costs without affecting the
education they provide students. In total, seven school district efficiency audits were conducted.
Among other things, these audits found potential savings related to food service programs, high
school scheduling, and consolidating administrative functions into a single building.

During the 2011 legislative session, legislators expressed an interest in having us perform
an efficiency audit similar to those performed in 2009 and 2010. As a result of that interest, the
Legislature included a proviso in the fiscal year 2013 appropriations bill requiring an audit of
three school districts by the end of the fiscal year.

This school district performance audit answers the following question:

1. Could selected school districts achieve significant cost savings by improving
resource management, and what effect would those actions have? To answer this
question, we would select three school districts for review (one small, one medium, and
one large), with preference given to districts that voluntarily requested an audit. We
would interview district officials, tour facilities, and compare each district's staffing and
expenditures to its peers to identify areas where the district could potentially save money.
We would evaluate each district's practices in the areas we identified to see if there are
ways the districts could use fewer resources without significantly affecting their ability to
educate students. Further, we would interview school district officials and others to
identify the potential effect those actions might have on the local community, teachers,
parents, and students. Finally, we would survey school districts to identify what types of
efficiency measures they have already taken to reduce costs. We would perform
additional work in this area as necessary.

Estimated Resources: 3 LPA staff
Estimated Time: 6 months (a)

(a) From the audit start date to our best estimate of when it would be ready for the committee.
This time estimate includes a two-week agency review period.
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Legislative Post Audit
Performance Audit
Report Highlights
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Savings Options That Would Have Little to No Impact on Students or the
Community and Should be Implemented

e Reducing the number of custodial positions based on best practices could save
about $30,000 to $100,000 annually.

e Reducing a district administration position could save about $23,000 annually.

e Eliminating unnecessary cell phones and providing stipends could save between
$4,000 and $6,500 annually.

e Adopting better business practices could help the district achieve additional
savings. Those options include automating paper-driven processes to reduce
postage and paper costs, collecting delinquent student fees on a timely basis,
and selling unused surplus property.

Savings Options That Could Have Moderate Impact on Students or the
Community, But Should be Considered

e Arranging the junior high schedule more efficiently would allow the district to
reduce teaching positions and save about $26,000 to $105,000 annually.
> The district could save about $26,000 annually by eliminating a daily teacher
collaboration period.
> The district could save about $79,000 annually by reducing low-enroliment
classes. For example, one social studies elective had only three students
enrolled.

e Eliminating and combining low-enrollment classes at the high school could save

between $20,000 and $53,000 annually.

» The high school has a number of classes with low enrollment.

> Because of this, the district could reduce the full-time family and consumer
science (FACS) teacher and one of the full-time science teachers to part-time
and save about $53,000 annually.

> Alternatively, the district could maintain the FACS and science positions as
full-time and eliminate a para-professional position that supervises students
taking online courses. The science and FACS teacher could each spend half
of their day supervising the online program and the other half teaching their
regular courses. This would result in about $20,000 in annual savings

e Setting lunch prices at a level that comes closer to covering costs could generate
about $4,000 in additional revenues each year. l.e
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SaQings Options That Could Have Significant Impact on Students or the
Community

e Redistributing elementary students among the three 'elementary buildings would
reduce the number of teachers needed and save about $170,000 annually.

> With three elementary school buildings, the Southeast school district has
more capacity than it needs.

> Although the district has excess capacity at its elementary schools, closing
one or more schools at this time likely would lead to significant funding
losses. That is because many parents are likely to transfer their students to
another district if their local school closed. For example, depending on which
elementary school closed and how many students left the district, we
estimate the loss of state funding could be between $332,000 and $1.1
million—enough to equal or outweigh any cost savings

»  Keeping all three elementary schools open, but redistributing the students by
grade level across the buildings, would reduce four teaching positions and
could save about $170,000 annually.

> Redistributing elementary students across schools likely will have a
significant effect on students. For example, students would change schools
more often because of how grades would be distributed among the buildings.

Findings related to Southeast school district’s efficiency management process

e Although the district has many components of an efficiency management process in
place, the comparison districts it uses are not true peers. District officials compile
data and calculate efficiency measures and compare the district to nearby districts.
However, those districts are not true peer districts because they are not
demographically similar. '

Other Findings

e The district should closely monitor the effectiveness of its recently purchased
science and math lessons plans o ensure they are worth the additional expense.
> The Pitsco lesson plans are meant to support project-based learning.
» The lesson plans have not undergone a rigorous external evaluation, and the
results of preliminary studies are mixed.
»  The district should carefully monitor the effectiveness of the lesson plans and
evaluate whether to continue the contract.
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We made several recommendations to the Southeast school district to either implement
or consider implementing the cost savings options.

District officials generally concurred with the report’s findings, conclusions, and
recommendations.
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HOW DO | GET AN AUDIT APPROVED?

By law, individual legislators, legislative committees, or the Governor may request an
audit, but any audit work conducted by the Division must be approved by the
Legislative Post Audit Committee, a 10-member committee that oversees the
Division’s work. Any legislator who would like to requést an audit should contact the
Division directly at (785) 296-3792.
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Savings Options That Would Have Little to No Impact on Students or the
Community and Should be Implemented

# Making the food services program more efficient could save between $46,000
and $81,000 a year.

> The St. Francis school district transferred $91,500 to cover its food service
program deficit in the 2011-12 school year, which was much more than its
peers.

» The district should take several steps to reduce food supply costs, which are
significantly higher than its peers. Those steps include setting a budget,
coordinating supply purchases and menus between the junior-senior high
and the elementary school, and competitively bidding or shopping for food
supplies and milk in coordination with other districts. '

» The district could take several steps to increase food service revenues by up
to $7,200 annually which would help cover costs. Those steps include
increasing lunch prices and closing the lunch period.

e Reducing the superintendent position to part-time could save between $32,000
and $42,000 annually.

e Switching to a commercial Internet service provider could save between $6,000
and $20,000 a year.

e Using online courses to provide foreign language classes at the high school could
save between $6,000 and $9,700 annually.

e Using more fuel efficient buses on daily routes could save about $2,800 annually.

e Adopting better business practices could help the district achieve additional
savings. Those options include automating paper-driven processes to reduce
postage and paper costs, competitively purchasing goods and services, and
selling unused surplus property.

Savings Options That Could Have Moderate Impact on Students or the
Community, But Should be Considered

* Moving sixth graders to the junior high would help use junior high teachers more
efficiently and could save about $53,000.
» Moving the sixth graders to the junior high school would reduce the need for
one elementary teacher and save about $53,000 a year.
> Although parents may have concerns about sixth graders attending the
junior-senior high school, it is a common arrangement. 2
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e Offering a retirement incentive to staff currently eligible to retire could save up to
$17,000 in the first year.

e Reducing assistant coaching positions could save about $4,000 annually.

Sav.ings Options That Could Have Significant Impact on Students or the
Community

e Arranging the high school schedule to be more efficient would allow the district to
reduce teaching positions and save $40,000 to $120,000 annually.

> By having elementary teachers teach physical education, the district could
reduce one teaching position and save $40,000 annually.

>  The district could save an additional $80,000 if it could reduce its wood
technology, vocational agricuiture, and librarian positions to part-time;
however filling part-time positions could be difficult. Those teaching positions
could be reduced to part-time by eliminating low enrollment electives and
combining other low enroliment courses. The librarian position could be
reduced to part-time by changing how the library is staffed

® By closing the elementary school and teaching students in a single K-12 school, the
district could save about $117,000 to $153,000 annually.

>  The junior-senior high has enough room to accommodate the district's
elementary school students.

>  After one-time renovations costs, total savings would range from between
$117,000 to $153,000 annually.

»  Parents may have concerns about elementary students sharing a building
with older students.

»  Closing the elementary school will have an impact on the community.

Findings related to the St. Francis school district’s efficiency management
process

e The district does not have a process for effectively evaluating and managing
efficiency. For example, the district does not calculate measures of efficiency, such
as spending on a per student basis and does not use data to make comparisons to
peers, standards, or benchmarks.
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With the exception of our findings regarding switching to a commercial Internet service
and reducing the superintendent position to part-time, district officials generally
concurred with our findings and recommendations.
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( HOW DO | GET AN AUDIT APPROVED?

By law, individual legislators, legislative committees, or the Governor may request an
audit, but any audit work conducted by the Division must be approved by the
Legislative Post Audit Committee, a 10-member committee that oversees the
Division’s work. Any legislator who would like to request an audit should contact the
Division directly at (785) 296-3792.
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