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Special Report

Legislative Joint Auditing Committee
October 14, 2005

INTRODUCTION

This report is being issued to inform the Legislative Joint Auditing Committee of the change, if any, in
administrative expenditures reported by Arkansas public school districts as a result of consolidation in
accordance with Act 60 of the Second Extraordinary Session of 2003. The Act required public school
districts with less than 350 students to consolidate with a neighboring district, unless exempted due to
their remoteness, with the anticipation of reduced administrative costs. This report compares the amount
of administrative expenditures reported in total and by district for fiscal years 2004 and 2005.

OBJECTIVES

Our objectives in conducting this review were as follows:

¢ Determine the amount of administrative expenditures reported by each Arkansas public school
district for fiscal years 2004 and 2005 and

¢ Determine to what extent, if any, an administrative cost savings has occurred as a result of the
implementation of Act 60.

SCOPE AND METHODOLOGY

Our review was conducted for the period July 1, 2003 through June 30, 2005. Our review consisted of
compiling and analyzing available information relating to administrative expenditures as reported by
Arkansas public school districts in Function Code 2320 (Executive Administration Services) in the
Arkansas Public School Computer Network (APSCN). While we did conduct analytical reviews of the
information reported for reasonableness, the expenditure figures contained in this report have not been
audited by the Division of Legislative Audit. As a result, the methodology used in conducting this review
was developed uniquely to address specific questions requested by the Legislative Joint Auditing
Committee, and therefore, the review was more limited in scope than an audit or attestation engagement
performed in accordance with Government Auditing Standards issued by the Comptroller General of the
United States. ’
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BACKGROUND

The Arkansas Supreme Court ruled in Lake
View School District No. 25 versus
Huckabee (2002) the Arkansas public school
system to be unconstitutional in providing an
adequate and equitable education to the
children of Arkansas. In an attempt to
increase educational opportunities in a cost
efficient method, the Arkansas General
Assembly mandated the consolidation or
annexation of the administration of districts
enrolling less than 350 students. As a result,
fifty-four (54) districts ceased to exist on
June 30, 2004. A listing of the districts
consolidated/annexed is provided in
Schedule 1 on page 4 and a map of the
counties affected is provided in Exhibit |
Our report examines the administrative
expenditures reported by districts prior to
consolidation in school year 2003-2004 as
well as the administrative expenditures

reported in the first year of their
consolidation in school year 2004-2005.
ADMINISTRATIVE
EXPENDITURES REPORTED
Administrative expenditures reported by

Arkansas public school districts for the 2003-
2004 school year totaled $73.4 million with
Average Daily Membership (ADM) of
382,826 for an average administrative cost
per student of $191.62.  Administrative
expenditures totaled $75.0 million in the
2004-2005 school year with an ADM of
386,969 for an average administrative cost
per student of $193.72. These figures
exclude the administrative costs and ADMs
of the Altheimer Unified, Fort Smith, Little
Rock, North Little Rock, Pangburn and
Pulaski County Special School Districts due
to the compilation of this information before
final expenditure figures for the 2004-2005
school year were required to be reported.
However, these districts were not affected by
consolidation relating to Act 60 and therefore
information for these districts has no bearing
on the amount or percentage of

Exhibit |

Counties With Public School Districts
Affected by Consolidation/Annexation
At the End of Fiscal Year 2004

Source: Arkansas Department of Education

used in drawing our

expenditures
conclusions.

Schedule 2 on page 6 details administrative
costs and ADM for the 2004 and 2005
school years for those schools that were
consolidated/annexed in the 2005 school
year. For these districts, administrative
costs for the 2004 school year total $17.2
million with an ADM of 67,539 resulting in
administrative costs per student of $254.46.
For the 2005 school year, the merged
districts reported $14.8 million in
administrative costs, a decrease of $2.4
million or fourteen percent (14%).

Schedule 3 on page 11 details the
administrative costs and ADM for the 2004
and 2005 school years for those districts not
affected by the consolidation requirements of
Act 60. These districts reported an increase
of $4.0 million in their administrative
expenditures from $56.2 million in the 2003-
2004 school year to $60.2 million in 2004-
2005. The ADM increased to 320,134 in
2004-2005 resulting in an average
administrative cost per student of $188.01.



CONCLUSION

The amount of administrative expenditures
in APSCN Function Code 2320 for
administrative expenditures incurred by the
upper management of districts (the
expenditure Function Code 2320 does not
include expenditures relating to principals)
for the schools consolidated or annexed at
June 30, 2004 resulted in a decrease in
reported administrative costs of $2.4 million
while statewide administrative expenditures

reported for all districts (excluding Altheimer
Unified, Fort Smith, Little Rock, North Little
Rock, Pangburn and Pulaski County Special
School Districts) increased by $4.0 million.

In order to obtain a broader portrait of any
changes in the amount of administrative
expenditures reported by districts the year
following consolidation/annexation, we plan
to update this report after the end of the
2005-2006 school year.



Merged

District

Arkansas Public School Districts
Consolidated/Annexed to Form Merged Districts

Fiscal Year 2004

Schedule 1

FY2004 Districts Affected

Augusta Woodruff Augusta and Cotton Plant
Barton-Lexa Phillips Barton-Lexa and Lake View
Beebe White Beebe and McRae?

Blevins Hempstead Blevins and Emmet'

Cave City Sharp Cave City and Evening Shade?
Cedar Ridge Independence Newark and Cord-Charlotte’
Clarendon Monroe Clarendon and Holly Grove®
Cleveland County | Cleveland Rison and Kingsland

Concord Cleburne Concord and Wilburn'

Corning Clay Corning' and Biggers-Reyno
Deer/Mt. Judea Newton Deer and Mt. Judea

DeWitt Arkansas DeWitt, Gillett, and Humphrey?

El Dorado Union El Dorado and Union
Emerson-Taylor Columbia Emerson? and Taylor

Fouke Miller Fouke and Bright Star’

Greene Co. Tech. | Greene Greene Co. Tech. and Delaplaine

Hamburg Ashley Hamburg and Fountain Hill
Harmony Grove Ouachita Harmony Grove and Sparkman
Hilicrest Lawrence River Valley and Lynnz'
Huntsville Madison Huntsville and St. Paul

Jasper

Newton

Jasper, Oark, and Kingston?

Magnolia

Columbia

Magnolia and Walker




Schedule 1

Arkansas Public School Districts
Consolidated/Annexed to Form Merged Districts

Fiscal Year 2004

Merged

District FY2004 Districts Affected
Malvern Hot Spring Malvern and Carthage?
Marion Crittenden Marion and Crawfordsville
McGehee Desha McGehee, Arkansas City, and Delta Special
Melbourne lzard Melbourne and Mt. Pleasant®
Mineral Springs | Howard Mineral Springs and Saratoga
Mountain View | Stone Mountain View, Stone County?, and Rural Special
Muiberry Crawford Mulberry’ and Pleasant View
Ouachita River | Polk Oden and Acorn

Ozark Mountain | Searcy Bruno-Pyatt?, St. Joe, and Western Grove®
Searcy County | Searcy Marshall and Leslie

Smackover Union Smackover and Mt. Holly®

Star City Lincoin Star City and Grady

Strong-Huttig Union Strong and Huttig

Twin Rivers Sharp Williford and Randolph County

Two Rivers Yell Fourche Valley, Ola, Plainview-Rover, and Perry-Casa
Wickes Polk Wickes and Umpire’

FY - Fiscal Year

Note: Unless footnoted, all districts affected by consolidation/annexation listed above retained each superintendent in a
superintendent position for fiscal year 2005. .

Footnote 1 - Superintendent was not retained by the consolidated/annexing district for fiscal year 2005.

Footnote 2 - Superintendent was reclassified by the consolidated/annexing district to a principal position for fiscal year 2005.
Footnote 3 - Superintendent was reclassified by the consolidated/annexing district to a instructional position for fiscal year 2008.
Source: Arkansas Department of Education
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