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' ~EXECUTIVE SUMMARY . -
The 1973 Legislature required that the. Department of. Education prepare
a detailed plan for a fiscal accounting and reporting system of program
-expenditures- for elementary, secondary and ‘area vocational schools. This
plan,. afid the supporting appendites, are submitted to implement the requested
‘financial information system. - el g
. The existing basic state standards for reporting financial and accounting
' . .information date from 1952, Modifications and additions to-accounts and
funds have-been made (particularly in the last 8 years), but the basic
@ccounting s¥ructure "i's gbsolete as it does not follow current accounting
and reporting practices, :does not have the eapability needed to provide cost
information by program category or®chool and does not meet the more Sophis-
" ticated financial and mapasement control requirements of many local districts.
s For these reasons, the'plan,details an entirely new accounting and reporting M
system, (See Chapter I1 for a summary of this system and Appendix B for details).

. Within the last five years, many of the medium-to-large size districts
e (mostly in the Metropolitan Area) rave implemented modern, computer-based
financial management systems for th&ir use. A1l of the systems have similar
reporting capabilities, have ‘proven their practicability in operational use
and inherently have the flexibility and capabilities to meet the reporting
requirements stated by the Legislature. About 35 districts (including many
ueing TIES) serving over 50%. of the pupils in the state are using these systems’
cureently, ’ ’ .

A group of school business officials and accountants with experience -
in these systems assisted the Department of Education in developing the new
system on wkich the implementatfion plandgs based. The membership and activ~
ities of this group, the Réporting Standards Committee, is described in

. Appendix A, . :

’

4

The proposed systeni, known as the Uniform Financial,Reporting-s}stqm
(UFRS), has the following characteristics: o

1. Establishes standardized codes and account definitions for expend-
iture, revenue and balance sheet accounts that;,’

+a) Meet the Legislative requirements for reporting expenditures
by school, level of 1nstruction,anq program category. ] w

-

b) Provides enhanced budgeting, accohnting and financial .manage- g
o ment controls for local s¢hool district operational use.
y

¢) Provides a means to match program expenditures and revenues. ° -~
- ’ by source of financing. ' CT :
. f’ [N .
" d) Describes a‘“catalogue" of financial accounts that will serve
a broad spectrum of departmental requests for financial information
from the schools as a by-product of the districts' accounting
process., -

e) Is structured to meet basic financial reporting requirements

- of federal programs and Office of Edication requests, also as a
‘'summary by-product of the accounting prpcess. ' ®

T8 .

\‘l . * . any, . ) ¢

¢ . 1
-
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%) Provides:an’ finproved basis- to’inteqrute accountinq reporting
Jrand auditing: requirements™that will result in less affprt on the
. part of the districts to provide more arcurate and better detailed
' financial information for themseives aid for hiqher level reporting.

‘g) Continues - develobment of a-data base,»avai]ab]e to both the
- gistricts andthe state, that*will enable’ the correlation and

§~ reporting:of statistical data already cullected with new financial-
' \ data on programs and sehools’ to reduce total aeportinq effort.
! ' 2, Requipes uniform: methods of accounting on a modified accrual basis
// ‘ (replaces the current cash basis of reportinq) . .
{

. 3. . Is: based on. Known and proven computer ‘software to be installed in
K ’*§ev€ra1 computer: centérs to serve all the, districts in the.state.

The Impiementation P]an addresses the following, conditions and require-
ments:.

LI N - . . ]

. 1. Requires that the Minnesdta Education Computer Consortium (HECC)
iy initiate the proposed regional centers to provide administrative
computer processing capabilities for all districts in the staté by .
January 1, 1977. Smaller districts wo_Td be served by mail, other -
dxstricts by use of terminals.

2, Establishes a multi-year time table required to reaiistically
implement a financial management system (new to most districts)-that-
produces new state financial reports (new to all districts and the

state users) AL .

3. Describes 11 major tasks involv1nq nany users of finahcia] informa-
.tion within the State Department, cemputer systems support activities
at the state Jevel, the MECC central staff, both new and existing-MECC
regional data processing centers and the State Auditor., The overall
management of this implementation requires a major effort by the State
Department of Education. PR

4, Identifies budgetary costs (over and above current MEGC and SDE .
requests) necessary to deveiop; implement- and install the UFRS in the .
planned time scale. : .
+ - s
. The ‘earliest possible date for converting- al districts in the state
to the new financial accounting-and reporting systems is August 1978. The
most likely date is August 1979. The availability, of .state-wide financial
reports of costs by gghool and bv program requires the following:

FY 1974-75; Continued refinement of the reporting standards and. plan-
ning for the establishment of the regional centers and installatians
of the districts. - Supplemental UFRS appropriation - $10,200.

N .

FY 1975-77 biennium, Installation ¢f the 5 outstate regional centers,

* ‘ ¢onversions of most of the school districts not presently served,
development of inservice training for all districts and users deve]op-
ment of software for use at the Department of Education and by the - - -

- Auditor. Sup)lemental UFRS appropriation - $699,600. o
9 o
. . ' 2

-
2 $
.
.
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FY 1977-78; - Installation of remaining districts and continued refine-
ment of software for additional state reports. , In order-to provide
. any state-wide data on the new reporting basis by August of.1978, |
* those«districts converted in this period would require the conversion
».of -their current years financial] data to the new format. This option
- may prove impracticable within read®¥nable cost, depending on the progréss
made in the previous three years. ¢ . : '
FY 1978-79; 1f necessary, allow the districts’to be converted in 1977-
78 one full.year to collect and renort financial data on new basis.
Abandon old financial reporting standards and» formats. Most likely”- .
. availability date for financial-reporting for all schools by program )
and instructional level is August 1979 (for-FY,1978-79). T
—— 4 ’ <.

- s

~* Development costs for the 1977-79 biennium aré anticipated to total
-$547,000. New annual maintenance costs of operation of, all districts
state-wide will dpproximate "$850,000. .

]

N

The budgetary costs are based on-the folloWinﬁ assumpxioQ§: .
. Sy . . ' 4

1. Efforts by the State Department and MECC to develop and install .
regional administrative processing centers will proceed with or with="% ~
out “the UFRS requirements. Only additional research and- developments
costs occasioned by UFRS plan within the time scale proposed are consid-
ered herein. . : \ ’

T 2. The on-going%bperationdl costs of the UFRS would de borne by the ﬂ >

Ed

districts as are similar §ysféms'that currently are operational.

3. Add}zional costs incurred by thjs change that may be required of ¥
the Staté \Auditor are not included.

4, The ex%sting financial reporting standards (updated annually)
would continue to be in effect until either FY 197%78 or 1978-79.~ A
As these costs also would be Sncurred with or without the UFRS, these

costs are not, included. -

The proposed implementation schedule is based oq{the following factors:

1. A1l five of the out-state regional processiﬁc centers will be )

established and fully.operational in the next biennium. Three regions
_ will be established in the first year and two in the second yels.

2.° Participation by thesdistricts’in converting thein»financia]

accounting and xggorting‘operations to the UFRS sy;fem‘at their region51 "

administrative processing center will be mandatory. Some options will -
be available in ‘scheduling as to which of the three possible years -
any given district will be converted. - .

3. A disciplined conversion‘schedule must be followed. All districts

_within any region must be converted within an 18 month to -two year
period. Any reduction of .the number of regions (less than five) will
probably extend the proposed implementation schedule by one or more
years, - 10 _ S




" ~ L. owTRopucTION - ; T o -
A. Purpose . ‘

.+ The’purpose of this manual-is to provide-an 1mp1ementation p]an ' .
'for the- Uniform Financial Reporting System for Minnesota Schnol Districts.

: The 1973 Legis]ature_charqed the State Board of Education with.
' . providing such a plan (Laws 1973, Chapter 683, Sectiom 22). The «
: re€levant portion of this .requirement is as follows: S '
-~ . ’ -

. . "The State Board of Education shall submit a report on or before
. ‘ : November 15, 1974, to the House Appropriations Committee and Senate o
it N Finance eommJttee detailing a plan for a fiscal accounting and reportina
: + System of proqvan'expenditures for each elementary, SGcondary and area

-vocational tectinical. schaol building and school district in the state-
. and additional information~as ‘listed above with procedures to summarize
'-this materia] for reQional ahd state description and ‘comparison.,"

¥ -

& To meet this need for detai]ed information by SLoqram and school,
.an.entirely newsaccounting and financigg reporting system-has been
. conceived. "This system known as the Uniform Financial Reporting
. System (UFRS) is attached as Appéndix B. A summary ovefview of the =
%% UFRS is included: in this document as Chapter I1. ,

¢

B. General- Requirements . . .
The basic need to provide summary infonmation by instructional .

level, schools and program leads to the developmeit of general-requiré- .

ments to,prbvide accurate, standardized data for each school district.

in the state. These general requirenents include the Specif’cation of:

1) ClaSSifications and Standard Definitions }_
. "' Glassification and definition of the_contents of individual +
. sub-accounts and accounts is necessary for any data to become
- meaningful information. Some of the higher order aggregations
(i.e, elementary instructional level) presents no particular
. problem in defining.a hierarchy of accounts ’to be incorporated
. - within this higher order level. 'Other detailed .definitions. or -
classifications must be developed gs “program" means many things .
to many people. Detailed accounts must be developed so that ©
_ their summary arrangement creates different types’of "program" .
information. s - T

d <

¥

2) Direct and Distributed .Costs = . =~ : A

<4

In the, financial area; differences soon become apparent
between the cost classifications required and the ability to
provide the data for those classifications. Inh statistical ¢

" 1 .systems, simple counts can be maintained and summarized for
usefu] information. @

ome of tne ‘costs incurred can be directly recorded in
enough detail to provide ‘the assemblage of cdosts desired.

. In other cases, an expenditure may be retated to many différent
accounts and some methods, rules and procedures must be developed
to insure that the expenditure is attributed (or distributed) to

. A .

11 -

*
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3 the manv accounts selected. ere]y def1n1nq what one wants reported
. . without standardizing thé methods of dxstr1butlon and co]]ect1on,
—~— . * leads to varied local interpretation which makes the -final informa-
) » > tion prodict of dubious value because it- lacks- comparﬁb111ty and
substance. A L ‘ . )

3) Account1nq and Process1nq

3

~

e Lo A popular mwsconcept1on of account1ng is that it is an exact
science.as accounting, appears to deal-with many aoso]ute]v accurate
figures. In real life, a Targe amount of Judqment and tra1n1nq
is required to provide this data. Of the several different basis -
. of acceunting available (cash, accrual, modified accrual), a
. T ‘substantial.body of theory and rules must be developed and appl1ed.
to<any srlected method. .

The application of, theSe techn1ques for f1nanc1a1 report1ng by
— Mvnng&ota schogls must take into account .the ~heterogeneity of .

- districts' size and current capabilities. Some-consideration must

.y 'g];o be given to the nrocessing of the aceounts so classified and

- T efined..

L= N As the variety and scope of information is increased, the number'
T of possible accounts will also dramatically increase. Former
AE i methods of data han 1ng that- may have been sat1sfactory for
N simpler systems, s1mp1y become unmanageable with increasing complex-
St - .

Unless some realistic solutions can be evolved to meet these g
requirements, the proposed system wiil not be operative. Post-"
ponement of proposed -solutions to this prob]em s%y postpones

the availability of the information.. -
R 4) Detailed and Summary Reporting

A]thouqh the financial reporting requirements tend to define
- the financial accounts required, needs of orqanizations and users
©7 . differ substantially, bothiin level and detail. An accounting
system must be designed so that the detail required can provide
the reporting summary’ requested The sum of the parts must equal
the who]e.

Providing definition of the summary reporting requirements only, . -
in disregard of the detail that comprises these accounts, creates
multiplé reporting requirements, additional "systems" and increasina
administrative burden, If this happens, there would be an increase
in both direct and invisible costs, and additional delays in
providing useful information to all users.

-

C. Altérnative Métﬁ%ds i e A : -

-Severa] alternat1ve methods in the development of the UFRS for the e
State.of Minnesota were cons1dered Development of:a reporting system-
to meet these sbasic needs must consider that a m(thod of financial Y
reporting currently exists. Several other states are‘also considering -
) changing their financial reporting methods. The federal government,
’ , /throuqh the Office of Education also has its requiremeiits and have
Q

PPN o
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g%rovw!ed certain quide11nes. The needs of the districts..for financ1a1
accounting and reporting muot also be considered,

The basic alternative. methods to develop1nq a new financial report-
- ing system-are as follows: . )

1) Modi fy .and Upgrade the Present System ‘ ¢

‘The current manual for. Uniform Financtal Account1nq has been
revised several times since its issue in 1952. These revisions
haveTadded some codes hut the basic account structure ‘remains

e unchanged. The classification includes broad functions, (i.e.
administration, instruction, fixed charges) with subdivisions

- within-the functions re1at1nq to genera? -~ ies (such as -

saYaries) and specific types of salaric "ooa .Lmentary teachers)

-

The current account structure .is- not readily amenable to
detail and aggregate costs. The account structure is basically
‘suited to reporting what was purchaseéd and where the money came’

_from within the broad function or-service area breakdown. The

. structure is suited for simple accouh{1nq on & cash basis and
runsuited to information op districts instructional programs.
‘Extensive modifications: would be needed\to break out -basic .

_structural level ‘categeries such as elementary, secondary and
post secondary, Further breakdowns such as subject matter within
vocational or special education-costs and revenues by handicapping -

¥ d1sab111ty appear to be virtually impossible.

In- summary, modifications of this account structure cou]d'§§
made to provide data for costs by instructional level by ¢
approximately tripling the number of accounts. Financial infor-

__mation by school_and by program.category do not appear feasible.

2) Adopting and Modifying the Office‘of Education Guide]ines'

The Office of Educat1on has recently published "Handbook
Il Revised" = C]assif1cat1ons and Standard Terminology for tocal
and State School Systems, dated .1973.' This effort resulted from
the recognition of the problems that the individual states ana the
federal government had in utilizing the information provided pre-
viously. Most states, including Minnesota, currently have very
similar versions of - the prev1ous Handbook I1.

Handbook II, being a nationa] guideline, provides a wealth
of information on classifications, standardization of terminology
and outlines a multi-dimensional system that provides enhanced
reporting capability. Any system developed by any state must
conform to a high degree to these guidelines.

Just as the federal level has pub]ished guidelines for infor-
mation reporting, some states have reissued these same quida-
¢ 1ines to their districts. While useful, this method does not.
address the basic problem of providing a means to record, account
and summarize this information for local, state and federal needs.
Guidelines in and of themselves do not comprise a complete system
recommendat1on. - '

oty
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"A national guideline cannot possibly-recognize the eurrent
status of individual states' processina capability, the other .
existing statistical systems which should be integrated and the
differing emphasis. of financial report1nq required w1th1n the
states (such as vocational educatien in Mwnnesota) '

In summary, adapt1nq to Handbcok 'II's recommendations in
total would require replacement of existing software. This
fact would extend (by about ] - 2 years) the:possible implemen-
‘ation date and ovrrail cost well beyond that contemplated with.
-methods outlined in the next ‘alternative. Minnesota would, how-
ever, be assured of compléte compatability w1th any posswb]e
federal reporting requirement.

3) Deve]op a tlew Reporting System

The third alternative to providing financial information by
“instructional levels, school and program cateagory in Minnesota
would be to develop an essentially new state reportinq system
. based on a multi-dimensional structure presently in use by some
districts. A new state reporting system tailored to Minnesota
and based on local school districts' experience could take better

advantaqe of the existing expertlse. The new system would be
1ntegrated with Handbook II to satisfy most federal reporting

-~ requiréments .and with a 1ittle more effort, provide reporting
capabilitiés to a large number of users withln the State Depart-
ment.

This approach would yield a more comprehensive and flexible
financial accounting ‘and reporting system. It could also be
1ntegrated more easily with other existing statistical reporting
systems and prov1de an enhanced data base hetter adapted to lonager
range improvement of information availability.

L]

- The , imary disadvantages are that it would require a consid-
erable effort in the short term, more extensive modifications of
-ex1st1nq procedures and require the upgrading of district account-

_ing personnel,

D. Summary

Any of the alternatives outlined’ above requires substantial effort
in the short to medium term (1 to 3 years). Modifying the existing
system would still fall short of known information requirements.
Adopting Handbook II would be a better choice from an information:

“requirements standpoint but might prove unpracticable and would add
unnecesSary t1me and cost. .
The 1mp1ementat10n plan presented is for the UFRS as defined in
the Preliminary Manual (See Appendix B). The UFRS incorporates the
Handbbok II philosophy and is tailored to known financial management
reporting systems in current use in ‘some Minnesota school districts.

4 A
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" SUMMARY DESCRIPTION OF THE URIFORM FIHANCIAL REPORTING SKSTEﬂ .

A. Introduction

-
.

This section presents an overview of the” Uniform Financial Reportina
System. A more comnlete deScription apoears in Appendix B (U'/FPS) "Prelim-
inary Manual for Uniform Financial Reporting System for Minncsota Schools".
This system will better serve the basic needs of reportino financial
accounting information from Hinnesota school districts to the State Depart-
ment of Education and provides additional detailed and cormprehensive infor-
mation for a number of local and other purposes not served' by the ox1st1nq
systen.

g

In the Pre]iminary Manual there are large numbérs of detailed accounts
necessary to fully describe the reporting capabilities of the UFRS. lhile
the UFRS is more complex and detailed than the presently used Manual of )
Instructions for Uniform Financial Accounting (as updated), the followina
factors,contribute to this difference: CoTTT o
a) The reporting requirement of financial information by elementarv/
secondary/post secondary school building and by program category
required an expansion in the level of detail of financial reporting..

b) The current accounting manual, while servina as a basis for

annual financial report data.does not adeauately address the problem-
of reporting for some state and federal reimbursable programs, nor
does it allow an adequate “structure for budgeting and managepent
control for the districts,

c)- The UFRS more accurately represents total financial reporting
requirements required of the local districts. As this is the first
attempt to assemble such instructions and reauirements in one docu-
ment, this assembly (the Preliminary Manual) merely brinas visi-
b111tv to the currently complex and uncoordinated reauests for::
financial information that exist or are projected, Existina renorts,
instructions and reauirements for fipancial information most likely
will not exceed the requirements of the U!FRS and appear re]at1ve1v .
s1mp1e -

d) The UFRS concept employs a “bu11d1nq block" approach; that is,

a complete expenditure account is comprised 6f five "blocks" (or
d1mens1ons) Fach block or dimensica has a particular role to play
in describing the account. The existing system emplovs a less
flexible but simpler concept of describing each individual account
as an individual entity.

The UFRS is modeled after existing computer based financial manace-
ment systems emploved in many of the major school districts in the State
of-Minnesota. By fashioning the reporting reauirements more closely to
current practice in accounting and financial management in local school
districts, the State of Minnesota will obtain, throuah the UFRS, more

detailed information with the least possible increase in adm1n1strat1ve
costs. .
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B. Major Characteristics of the @'FRS

1.. Hulti-dimensional Account Structure
Most modern financial management systéms emnlov a multi-dimen-
sional account structure. The application of this concent is
primarilv determined by the infornation needs of the organization(s).
for which the system has been desioned. A svstem desianed for one
orqan1zat1on or tvne of organization may be ill-suited to direct
employment in another because each dimension, to’be most useful,
should be "tailored" to.the purposes and needs of the orqan1zat1on
and the number of dimemnsions should be consistant viith the organi-
zation's complexity and/or sophistication. A multi-dimensional
- system designed to serve the needs of state aovernments, in general,
would not be applicable to cities. A svsterm desianed for colleges
would not be best suited for school districts. A financial manage-
. ment system for banks would not he applicable in manufacturing .
organizations. .
The number and lenath of dimensions in the UFRS were derived
from the svsteris currently employed in the major school districts
in Minnesota. An evaluation‘of their suitability was made for all
districts in reporting to the state. The definitions of the dimensions
and the descriptions of the particular sub-accounts within the dimen=- '
sions were . developed after examination of the various information
characteristics required of the local report1nq system and the’current
state and federal reporting needs. i

An _educational reporting system cannot be created out of whole
cloth. In the case of the UFRS, certain dimensions and definitions
correspond with the Cffice of Educat1on s reporting reouirements.
The operations beifig reported have in many cases defined the finan-
cial accounting in terms of their organizational operations. The
instructional level and_ the classification of schools are dictated
by 13w and local practi Other codes are defined to allow the

-summarization of relevant gducat1ona] financial data (i.e. adjusted ,
maintenance costs).

The concepts emp]oyed allow for the maximum flexibility needed
for future expansion and for ease of change in redefinina repokting
reouirements to meet new legislation of educational or financial
manadement requirements, Higher -order summaries are prov1ded for

by the rational selection of the exact codes within various oroups
of sub accounts. )

Ld
2. Hu1t1-purpose L

The. first purpose of the system is to nrovide minimum basic finan-
cial information for administrative and fiscal needs of the local
school district. .

The UFRS also is desianed to serve the many purposes of the various
sections of the State Department that use financial data from school
districts., This objective reauires the examination of the various
stated needs of the users and defining accounts that reflect these
needs. The assemblaae of the composite needs,is, the total system..

4
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.reporting system, a longer period of time is required to acauaint
- users with the svstem capab111t1es. The subhsequent modifications to
- change the system to the point where it is generally acceptable, and

The UFRS concépts will extend the information availahility of .
detailed and summary data necessarv for:research and analysis,
legal® compliance, 1eq1slat1ve requests and a1d déterm1nat1ons at

-the state level.

4

Developrient and maintenance of a comprehensive reporting syqtem
that serves many different.proarams and sections reauires extensive
and continued coordination of renortina reauirements that does not
exist in less comprehensive systems. The intent of the UFRS is to
allow the districts to account for and collect information on the -
lowest cormon denominator needed, and report either on that level
of detail to one user or some hicher level of aagregation to other
users in the State Departnent

Although the concept is simple, the implementation and mainte- .
nance is complex. There is a natural inter-relationshin between - °
the availability of data and the stated "néeds" of the various
users, As a result, it is very difficult for individual users to
evolve an acceptable reportina system, However, once a user becomes - *
familiar with a nélv concept such as the UFRS, he can visualize avajl-
ahility of more information in new reports that did not previously
exist. This new awareness may in turn create awareness of chances
needed in the invormation accounted and reported Phviously as
more individuals and agencies are involved in the use of a common

can serve its many users, requires extensive effort.

3. Computer Based

Hodern financial systems, usina the multi-dimensional concepts
to serve a larae number of different users through an intearated
system, have only become possible with the advent of economical
computing capability. The cost ‘of manually handling. the larger
number of accounts, recording them on individual sheets of paper )
and maintaining the various ledfiers and journals by hand would =
have been impracticable.

Hinnesota schools are particularly fortunate in having a numher -
of medium to large~sized districts that have collgctively under-
gone many system years of experience with computer based financial
management systems similar to the HFRS. These systems have enabled
each participating school district's administration and instructional,
operational personrel to become more involved in the financial aSpects
of budgeting and control including cash flow and budgetaryv projec-
tions and maintaining more detailed and up-to-date information
necessary” for decision making at the local level.

Approximately 35 districts (serving about half of the pupil
population) already are using similar versions of computer based
financial management systems.. The remaining districts, primarily
out-state and:serving smaller pup11‘popu1at1ons, would be provided
similar computer capability af costs more commensurate with their
size through the reaional processing centers of the Minnesota
Education Computer Consortium (MECCY}, These regional centers
will.be staffed with technical and administrative expertise to assist
the districts in the 1mp1ementat1on of UFRS and will also SPTVP a

Ay
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number of other administrative and statistical data collection and
reportina functions involved in pupil and staff accountina and local
administrative needs. This sharing of costs for the various systems
wit] rake these capabilities practicable in time and cost and reali-

- zable from a technical viewpoint, " . '
) ™

-

4. Integrated With Other Systems

The UFRS provides financial accounting information that needs to
"~ “he velated to other statistical data {such as staff, pupils, etc.)
contained in other systems, The means to provide this capability
consists of standardizing one or mere dimensions of terms used in
cormion among other systems. For example, as financial information
by school within any one district is available, it will be useful
for this information to be related to other statistical data about
this school., In the UFRS, an identical code, for the same school
name and classification for this school is used to enable subsequent

computation, of ratios using number of pupils, instruction or other .
staff- or any other statistical characteristic associated with that |
school, - By 'making part of the accountina code identical in defini- . -

tion to other statistical systems and providing a computer directory
for these codes, it is possible to -get financial/statistical ratios
that are meaninaful. :

In the State Department of Education, a computer directory pre-
sently associates each school (and its classification) within a
district. to the type of district, county, leaislative district,
congressional district and planning reaion, The UFRS will use this
common directory (knoyn as the County/District/Scthool File) to
provide the basic correlation for each school and district between
the financial and other statistical systems.

The program category dimension part of both expenditure and
revenue accounts includes the various subject matter areds in
secondary, special education, secondary vocational and post secon-
dary vocational instruction.- A code is provided for each subject = —
matter area that a) has been defined by the instructional subject
matter personnel and b) is the same agqregation as used in reporting
staff assignment. ’

This integration of the UFRS with other reporting systems at
the State Department of Education will insure.the maximum usability
of data because it will no longer be necessarv to report certain
combinations and ratios since those ratios and combinations can be
synthesized from the financial and other statistical systems located
centrally in the State Department. . -~ N

At the school district level, .sub-systems that could be inteqrated
with the UFRS have not been defined as these supporting systems are
not mandatory. to define the financial reporting system, For example,
personnel payroll systems to serve local needs can be desianed to
provide the exnense distribution necessary for reportina salaries
and employee benefits by program category to the state through the .
UFRS. Staff and pupil accounting systems will be desianed to use
the same definitions of schools and subject matter areas as carried
in the existing statistical systems for state’reporting which in turn

13
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“are' consistant with those used in the UFRS as part of the f1nanc1a1
dccount codes.

By desianing systems -whose files can be related to and collated
with other data files in other systems, an increasina pool of data”
is made available for new uses with a minimum of cost and effort.

. - 5, Modified Accrual Accounting

The UFRS specifies that the dollar amounts raported~ip various )
categories will be based on modified accrua]‘account1nq principles. .
This chart of accounts has heen desianed~specifically to report on
an accrual basis as specified herein (hence the adjective mod1f1eﬁ@).

Although reporting on a- casf basis is simpler, cash acrount1nq~\\
simply does not meet financial management and control needs at the
- lTocal district nor yield enough data to: reflect revenue learned and \g\
, -expenses incurred in a given -fiscal vear. With trends toward district
consolidation, the increasing costs of education and the increasina
percentage bovne by state sources, it is necessarv that a more
accurate financial picture be obtained by the state.

I

The number and frequencv of items accrued (adjustmeﬁts froma cash
basis) are the minimum’' considered necessarv to reflect major changes
- from a cash basis., More extens<ive accrual concepts vere considered
than 1nc1udnd in the UFRS. Hovever, most of the items not included
tended to‘increase the-complexity without a cormensurate increase in
va]ug‘for reporting and decision making purposes.

i P2 * - . )

Consideration of the uparading of accountina and professional ’
exnertise necessary to operate and control the svstem was a contri-
buting factor. lost school districts fat least in numbers) do not
currently do accaunting bn anythino but a cash basis. Conversely,
other districts (pr1mar11y 1arqpr ones in the metropol1tan area)
may currently apply accrual methods different or more extensiyve
than that specified in the UFBS., _ -

o

-

. T e - Part of the in-service training reouirements w1]1 1nc1ud9 the >
' training of business managers, accountina clerks and other personnel

in accrual methods. “1Hth-the computer systems currently available,
many of the accounting rules are huilt-into. the _comruter svstem,

— -

———

Rv adopting a modified accrua] accountina approach, all exnendﬁ T
tures and revenues associated with a given fiscal year (whpthpr or
not there has been a cash transaction within that period of time)
will be reported. By maintaining uniform standards, comparable
financial data will be available from all districts in the state. .

6. Pragmatic Approach .
i The UFRS represents a substantial chanae, in terms of comn]exity,
from the present financial accounting system.- However, the reauire-
ments tiat have heen established are modified in all cases hy the
° pragmatic considerations of the existina level of expertise and
practice, the availability and utility of data and the needs of the
users. In the. final analysis, the merits of any svstem are weighed
by the production of accurife and tirelv data which consistantly meet

Q . ’ . - :




user needs, More sophisticated systems that apnear to present

capabilities of providipy wore detailed information have been ruled

out because thev co not appear to be irplementabie. Simpler systems

. “readily implementable, have bheen ruled out tecause they fa11 to
meet the objectives of the users needs. .

In usinn corputerized systems, other constraiits vere considered,
The development time for the computer programmina (softiare) neces-
sary on totally rew svstems would result in multi-vear nrojects.

The UFRS svstem capahi]1t1es can he ret bv mod1fv1nn software already
installed in some of the major districts. .

s the Preliminarv lManual is. r9v1ewed and critioued bv the manv
different users, (lnd systems and accountina exnerts), there will
undoubtedly be some consotidation of codes, makifq it simnler, with
some exnans1on of codes necessary to ref]ect tHe Pre11m1nary Manual's
omissions '

Any radical change in system and procedures, such as represented
by those outlined in the UFRS, requires ¢onsideration of the time:
necessary for the people to adopt new ways of thinking. The:plan -
provides sueh, tire. s

H

i . : Any new system, however well conceived, needs to meet the test of .
. s time in actual use before it becomes acceptable. The more radical
. . - the change, the higher-the risk that the initial concept mav prove
: - . lackina in one or more substantial areas. Provision of the“pilot
' testing of these systems in representative districts will m1n1m1ze
the risks in this change for statewide 1mp1enentat1on.

L -, C. 'he Account Structure =~ .

-

. - A, Expenditure Reportina Accounts | .

0f-all the types of accounts, those used in ‘expenditure ronnrt1na
‘need the most d9f1n1t1on, must be understood by the largest number:
of users, are involved in the majority of transactions processed
“and in genera] represent the most complex area. ) T

Expenditﬁre accounts in the UFRS svstem reoquire the encoding of
@ total of 14 dicits in five dimensions. These:are: . 0
_ a) Funds. - Ten funds are currently specified in the UFRS to
— - peet lecal requirements and good accountinag pract1ces. Two |
: digits are required -for this d1men51on. '

b) Organization - The organ1zat1on dimension, requirina 3
digits, provides the capability of obtainina cost data by °

: school and by instructional level, It also is used to provide
linkage (cross-reference to other files) with other statistical
data. These classifications are of two different types.

. 1) The "school" codes are presentlv used in the pupil and
T _Staff reporting systems and are further defined by the use
of a "computer d1rectorv" that indicates each school® s
classification and instruction level.

i ’:,
tw - ~
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2) The 1nstruct1nn level -cost codes, not necessarv for

statistical reportina, are needed to report costs by instru-

2 c ' tional level that ‘cannot be assianed to an individual school
. C . (such as district-wide elementarv.services).: These costs,

' vhen combined with the costs associated to individual schools

in that instructional level, provide the.total costs attri-

butable to an instructional level. .

”,
ws

) . ¢) Program Cateqory - This dimension describes all activities
‘ and operations of the school district. The program cateaory
provides for classifications of administrative operations;
> instructional activities; cateqories for elerentary, secondary
-and post secondary instruction, with sub- cateaories by subject
-matier area; pupil support, 1nqtruct1ona1 sunport and miscella-
neous proaram categories. -This cimension requires 3 digits to"
2 ' ; allow for the accurwlation of costs bv nunerous functions or
) service areas. .
] d) ‘Financina/Course/Project - Th9 primarv use for this nulti-
. ) .purpose dimension (also 3 digits) is to associate exnenditures
with individual state-and federally financed proarams. The ,
. secondary purpose, for use with locallv funded proarams, includes

1 — -

- . “recording expenditures by course or Tocally defined project. ¢

e) Object - The 3 digit object dimension describes thé qommod-
. ity or_services purchased such as salaries, suppiies, eouipment,
. etc. , N

=

- M v

. The entire expenditure account consists of c]aés{fying each and .
everv expenditure into the five dimensions specified makes stffi-

clent detail available for rpoortlnq and aagregatina costs for manyr
A .. purposes. .

i
»

- . - The ent1re list of expenditure c1ass1f1cat1ons w1th1n dimensions
- are”too extensive for the scope of this chapter. Fioure II -.1
Expenditure Peportina Accounts on the followina page illustrates
the type of detail available in expenditure reportina.
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J + 2. Pevenue Peporting Accounts .
The revenue account structure provides much more detailed
reporting capabilTity than éxists in the- current svstem-but is
“less complex than that for the exnenditure aécount structure.
‘Revenue -accounts require 'the encodinag of & d1n1ts in: three
) dimensions as follows: ~ )
a) Fund - The ? d1o1t fund d1ren€1on is 1dent1ca] throtahout
the system and a]lows reporting of revenue to snec1f1c funds.

b) Source - The 3 diq1t source dimension codes allow Fnr the
reporting of individual sources of revenue within maJor classi-
N ’ fication such-as local, .state and federal. :
Many source codes arc assianed to individual state and

federally financed programs. These codes are identical to

thosa included in the "financina" dimension of the expenditure

accounts, This_allows .for -the rorra]at1on of identified proaram
, eexpenmtures with the program revenue on an individual program=-

bv-program basis,. . ® .
) r\ B - *
T . > C€) Program Cateaory - Certain source codes need further defis

.- nition than is provided ip the source code itself. To provide
o for this-additional deta11, selected portions of the program
_cateqory code (same 3 digits as‘'in the expenditure ‘accounts) :
\ is utilized. These codes are used to relate revenue by sub1ect
“ matter area in vocational education and for tuition and aids by
hand1capp1na d1sab111ty in- special educatinn,

*

. . Thé complete 1list of‘revenue~qce6unts is extensive and exceeds
R the scope of this section, Fiqure II - 2 "Pevenue Reportinn
Accounts” on the following page 111uqtrates the concepts in revenue.
reporting capabiTity. .

L
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3. Balance Sheet Accounts

07

v

o

Balance sheet accounts are necessary. to refTect the districts
financial condition as of -the end of {he accounting period

-

[

The balance ‘sheet -accounts are divided into three cateqor1es
These are:

v

a) Operétinq Accounts

z

These asset and T1dbn11ty accounts are “carried gz_funo,
that is, each fund may be repnrted as having some or all of
i thése accounts.

, bl Genera? Fixpd Asset Accounts : -

k]

Th1s set of accounts represents the historical cost of -
nrev10us cap1ta11zed expend1tures and’ not related-to any fund
//A{,‘ C) Genera] ‘Long Term Debt. Accounts

e
<

ca

)

These accounts represent the lonu debt position of the _
district and are found only in the Debt Pedemntion Fund.- ,
Tﬁe balance sheet accounts, while moré extens1ve than the existing *°
system, are_still very limited in number,
“for sub-accounts for local use.

“ The UFRS system provides
not required.for state reporting.

Sub-accounts (not shown) are currently
. \ B

F1gure IT - 3 on the\follow1ng page presents a nearly complete

1ist of these accounts (exc]ud1nq sub-accounts). Several off-

_setting accounts relating to. unco]lect1b1e taxes have been om1tted

for sake of s1mp11city. '
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g " ASSETS LIARILITLES )
" : ~ ] 1 A
R OPERAYING ACCOUNTS (BY FiND)
Cash on Deposit L, Reserve for Lncumberances '
. Cash. on Hand , Accounts Payable I . ’
. Investmwents © ~.udpmentq§%ayal]e i oo,
" Accrued Interest Receivable bOutqtandinp €.I.'s and Ioanq Pavable
R Current.Taxéé Receivable . Construction ContractS'Paﬁable’
helinquept Taxes Receivable , Due to Other Funds o )
A Accounts Receivable, - Dye to Other Governmental\lnits
- Due from OtheE:Fqus Matured Interest Payable .
- Due from Other Governmental Units Taxes Collected in Advance :
v - ' . ua N :
Bonds Authcrized - Unissued Non-Taxes Collected in Advance
. Loans- Recelvable Salaries and Wages Pavable . "wy
~Inventory Payroll Deductions and w1thholdin?s
‘l . _Prepaid Fxpense and Deposits Fund Balance . .; .
. N 1
2. GENERAL FIXED?ASSET ACCOUNT GROUP . .
R " \. . ‘ . ©
. Construction in Progress Investment in-Geheral Fixed Assets
o , Land S f o .
& . v s
. . Buildingq + )
Equipment and Furnitufe , ) :
- s
. . Automotive Inventory : : !
" - . - _ Kl
. 3. 'GF.NE!_{AL LONG TERM DEBT AC(fOUNT -GROUP
[ T - . \3 v 3 »
Deferred Taxas Receivable 'Bonds Payable o
'Anounc Available in Debt - ) ‘ ;
Redemptien Fund °
h_ Ofo’eg ! g .
o D A ’
o ' ) ' ) R -
¢ . : R ' R -
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D. Summary of Financ}al Reporting Capabilities
1. Financial Information Availability

Availability of information .from a coﬁpute? based financial
managepent system is dependent on threc factors. ,

a) The Account Structure

The basic expenditure data are classified and categorized
by a number of dimensions which-represent the complete account
‘ : structure. Costs therefore, can be aggregated by school, by
1nstructlpna]71eve1, by program category, by ipdividual state
and federal reimbursable programs, by object or any selected .,
corbinations of the above, . y

° Revenues can be renorted by source and type, by individual‘
state and federal reimbursable programs and summarized to inqg; .
cate the local, state and federal total funding.

]

Each fund, having its own indépendent set of asset and lia- .
-bility accounts, indicates the financial status of that indivi-
dual fund and in the aggregate, the financial status of the
. district. .

b) The Imagination of the Information System User and System
Designer 70 . .

. . With the thousands of ‘individual expenditure accounts and,

A : : hundreds of different revenue accounts within each fund, the

. possible reports available from such a system are limited only

by the.perceived needs and imagination of-the system designer

working in conjunction with the user/beneficiary.

> : I1lustrative sample reports are included in Chhbfer X of K
' the Preliminary Manual (see Appendix B). Additional reports
will be defined in subsequent revision of the Preliminary
Manual. ’ . .

c) Timely System Resgonsiveness AR

Availability of usable data has only potential value. The
actual value is realized only with the production of usable
reports on a timely basis. This last characteristic is a function
of. the availability of the data to the computer system,and the
preparaticn of workable computer programs to produce the output
reports. : ) )

Adequate inservice training, controlled software development.
and installation of the MECC regional processing.centers will
help to insure the proecpt processing and submission of useful’

} and timely reports. ‘

oy
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2. Relationship of Financial Data to Other Statistical Information

Fipancial data often must be related to otﬁer statistical infor-
mation. Thisfcan be accomplished by one of two methods.

a) Request the-associated unit of information (i.,e. pupils by
instructional level or staff by schocl) at the same time and
cusing the same media as the related financia] data. This tech-
nique is typical of manual systems and recuires researching and
~recording of the related information each time it is requested.

. This techn1que is expensive both in time and mcney, creates
administrative burdens, introduces errors, etc. The advantage
of “thi's method Jies in the simplicity of understanding by peop1L

at the reporting level.

b) Provide an integrated data base. The second and preferable

alternative is to provide the associated data from already

available statistical data files to form an integrated WYata base.

This requires a computer capability to be practicable and both
£ the statistical and financial systems designed to provide access

to the coded information. ’

The UFRS will rely, in the long run as the’ system becomes’

developed, primarily on intearated data base concepts for
providing financial/statistical reports. As other systems are
developed to provide year-end data, duplicated stat1st1ca1
1nformat1on report1ng'w111 be rcducea.

3. Principle Uses of Information Provided by the UFRS.
a) Local District

Uses of financial data in the local distri:t include addi-
tional capability for budgeting and planning, management and
implomentation, evaluation and ultimately reprogramming. This
may be done on a centralized basis or a decentralized basis

" which involves school principals and department heads. This
latter capability, a]tnough inherent in the recommended account-
ing structure, requires an evolution of sophistication and an
amenable ph1losophy within the district itself. Decentralized
budgeting is not mandated or.necessarily recommended, but the

tava11ab111ty of information to involve a larger number of people
in the district is 1nherent in the system proposéd.

The local Boafd of Education will have access to more defi~
nitive information to make its decisions such as degrees of
decentralized decision making and accomodation to changed
financing, The computerized system necessary to provide the
state reporting will also be capable of providing monthly reports
to individual districts relating to expenditures _in the same
more detailed categories than those repo-ted to the state.

As financial decisions regarding the level of local effort
and/or .services provided to the pupils in the district may be
affected by public knowledge of the district's operation, the
enhanced information availability should help enable the district's

administration to be more responsive to public needs and:desires.

2
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b) State Level ~

1) Statistical and Research~.°

This broad cateaory covers uses by many oraanizational
units at the state level, botn within and outside of the
State Department of [f.ducation, e

ltore detailed, reliable and current information will be -
.available for qeneéral aid formulation, particularly with
reaard to instructional costs bv elementary, secondary and
post secondary levels, It will also be possible to determine
the accuracy of present ratios used in computina pupil units
nsed for state aids. T .

Use of the accrual accountina methods will permit a more
accurate analysis of districts' financial condition to |
pstablish trends by types of funds (Capital Lxpenditure, *
Transportation, etc.), and help anticipate developing finan-
cial difficulties in the districts.

The analysis of expenditures and revenues can include
not ohly the state and federallv supported programs but will
make available detailed information on a program catedqcry
basis, by school and by instructional level within each
district, .

?) State Supported Programs

' .
State supported proarams include those activities that
are specifically (or cateaorically) sunported hv state funds,
UFRS includes more detailed finantial information by handi-
- capping disability in the special education area; by second-
ary, post secondary and adult vocational instruction and by -
. community services activities.

The UFRS account structure is better suited to meet some
of the currently proposed financial accountina reauirements
in the school lunch area., Future 'use of the oraanization
dimension (which includes schools) as part of the revenue -
account would allow both revenues and expenditures to bé
collected by school if desired.

Transportation accounting and reportina for aids repre-
sents a special prohlem area in that the direct exnenditures
bear 1ittle relationshif to the cateqories or groupinas of
expenditures currently used for state aid purposes. The
cost allocation methodcloav currently necessary to translate
direct cost categories into reimbursable catecories are nct
included in the UFRS system.

The Higher Education Coordinatina Commission (HFCC) is -
currently developing a multi-dimensional financial renorting
system for its use. The AVTI's have, and will continue to
have, special problems in reportina to both the Nepartment of
Education and HECC. The UFRS emplovs several dirensions in the
expenditure area that can be related directly to the pronosed

WLiE

tv

II - 15 *
. <.
A




4 ¥

& ' .
HEGCC system. But, as the HECC ‘system and UFRS are not identi-
cal, some incompatability currently exists between these systems,

— ) .3) Federal Programs Administercd by the State

A11 school districts have federal programs that require
veporting of indirect costs, which heretofore required additional
financial information.reportina, The structure of the UFRS
lends itself readilv to reporting the financial information
necessary to determine indirect cost rates and therefore should
simplify this reporting problem. .

" Many of thke individual federal prcgrams requirements for
line~item type expenditure reporting for reimbursement have
been incorporated in the UFRS. Additiohal requirements will
be incorporated through the necessary review process with the
various users. .

c) Federal Level

There are twd principal needs for reporting to the federal
level. They include the Office of Education's summary financial
reporting needs and for federal programs administered directly by
the federal government. -

The Office of Education has provided a handbook series in- -
ciuding one on financial accounting that has been used as a .
guidelihe (Handbook TI - Revised). In developing the UFRS, the
R Handbook 11 approach was basically used. While the UFRS account -
¥ structure is not identical to the structure proposed in Handbook
II, implementation of UFRS would greatly enhance the timely and
accurate reporting of major cost and revenue classifications to
the Office of .Education, in a fashion consistant with Handbook II.
Expected revisions to the Preliminary Manual should reduce, but
never totally eliminate,all differences in detailed reporting.

; The Office of Education has some highly specialized finan-

| ciai reporting requirements not included in either Handbook I1I

‘ or the UFRS. These include: salaries on the basis of job title
such as elementary librarian salary, certified secondary special
education salary, etc.  This information would more logically be

1 provided by the Personnel ‘Assignment System currently operating

in the State of Minnesota or as state specified output from a

personnel payroll system, not defined by the UFRS.

- Federal programs administered directly from the federal
government have much~the same requirements as federal programs
administered by the state. The UFRS provides line-item type
information for substantiation of such program expenditures, in
addition to information required to compute individual district's
indirect cost rates.




i

4, Use of UFRS Capabilities for Pevenue and Expenditure Aralysis

o . .

The UFRS has the capability to assist financial decision making,
at both the local and state level, in act1v1t1es that have identi-.
-fiabhle costs and revenues. This capahility is .crucial to the success
of profit oriented organizations and although most of the services
provided by school districts nced not be "priced”, provision for
this capability should.not be totallv ianored. The followina dia-
gram represents the UFRS' capabilities to relate some identifiable
expenditures and revenues.

Expenditure Accounts FU ORG PRO FIN NRJ" SAMOUNT

N \S .
SR R .
; 3
‘Revenue Accounts FU SOU  PRO  (NRG) SAtounT

Bv Fund (FU-FU) - As fund accountina is basic to anv non-profit
organization, anv system’'can relate expenditures and revenucs at the
fund level.

By Proaram Cateaory (PRO-PPO) - Some vocational education subjects,
and other proaram cateacries, have sianificant offsettina revenues.

The capab111ty to match revenues with expenditures at this level of.
detail is necessary to determine net program costs.

. Bv Source of Financing (SOU-FIN) - State and. federal reimbursable
proarams or any categorical aids vhere revenue is a function of identi-
fiable expenditure may reou1ro this level of matching of expenditures
ard revenues.

By Organization (ORG-ORG) - This capability is not currently required
by the state but will be available to districts with the proposed system
for such things as accountina for student activity funds by school. In
the future, this capability may be reauired by the state for reporting
school lunch costs and receipts by school.

4 "
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I11. SUMMARY OF THE PLAN
A. General . ' ]

The implementation of the UFRS is a major undertaking -for the Department
of Education. v

' The needs for detailed financial information throughout the State De-
: partment of Education by other users is pervasive. No system developed
previously has contact with nor serves the needs of as many individual
users and groups as the UFRS. 5
Successful implementation requires the coordinated activities of local
districts, a large number of sections within the State Department of
Education and other organizations such as MECC and the regional pro-
¢ cessing centers. Each of these latter organizations, although in major
part-funded by the state, has its own objectives and priorities, of
which the implementation of these financial reporting requirements is
merely part of their administrative functions which, in turn, are only
part of their total objectives. No system established to date has the
degree of organizational interdependence required in_the implementa-
ticn of the Uniform Financial Reporting System.

El

v

Just the change from a cash to a modified accrual basis of accounting
alone establishes a requirement for in-service training among the nearly
five hundred and fifty districts and other reporting units repre-

sents a magnitude of effort not previously encountered by the Depart- _
ment of Education. )

The UFRS' operational dependence on the seven MECC decentralized

computer centers, only one of which has had previous ongoing apgrationa]
responsibility, presents problems Lecause of the newness of the installa-
tions. '

Although the control, standardization and specification of state re-
porting requirements in conjunction with a number of operational computer
systems will be commionplace in the future, the UFRS represents the Tirst
effort in this area for the state of Minnesota.

The balance of this chapter coveis the major tasks to be performed
(without regard to organization responsibility or timing), a summary of
the implementation timing and a summary of the budgetary costs.

B. Majbr Tasks

-

1. Establish the UFRS Task Force

The success or failure of the UFRS implementation will in large
part depend on the management structure developed. The tasks
involved, the numbers of people, the expertise required and the
number Of man-months involved over a period of time indicate the
requirement for a management structure not commonly found in State
Departments of Education or other governmental agencies.

ITI-1
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Although the technical expertise and work must be provided by
@ lairge number of individuals within various sections, units and,

organizations (and some of this may be contracted to outside firms), .

the primary responsibility for the-management of the implementation
of the UFRS must- reside in the State Depa-tment of Fducation.

The typical cormittee whose members serve part-time as an additional

duty to their normal operationa] tasks~cannot be expected to devote

a sufficient proportion of their tiﬁé;to maintain the level of effort
necessary for the implementation. ) .

There is no current lack of boards, committees and interested or-
ganizations to review, comment and critique the UFRS itself, the

plan and the implementatioh schedule. There is also no lack of
qualified people who could be assigned to additional committees to
react to docimented efforts, plans and policies. :

What is needed is a small group of pedple, assigned full and part-
time for a long term, who can be held accountable for the detailed:
development, plannina and implementation of the UFRS. Such a group
must be assigned to constitute the "UFRS Task Force".

The individuals who comprise the membership of the UFRS have
several characteristics.

a. The current means of collecting and processing school
systems financial information is a major part of their
current job responsibilities and interests.

b. The transition from the old methods to the new system
has a significant impact on their duties.

€. Under the Departments' current chart of organization
they do not report directly to a common superior.

d. Their job performance is in part a function of the success-
ful overall implementation of the UFRS.

e. The success or failure of the UFRS implementation is not
under their individual control or under the control of the
units which they are assigned. :

The task force organization would cross current organizational
boundaries. Its individual members must have their task force
duties incorporated into their job descriptions and be scheduled
to spend 20 to 80% of their time under the direction of the task

force chairman.
The duties of the Task Force would include:
a. detailing the implementation plan,
b. working on their assigned sub-tasks,
. "3
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“c. 1iaison/wﬁth individuals and groups outside the Task Force,

d. fo]]dﬁfup and mon1tor1ng sub tasks ass1gned to units outside
tthdyf Force, -

7

: e. supporting and working on sub-tasks that are slipping '
" ehind schedule, ’
//y,f periodic reporting to the Commissioner regard1ng prob]ems //
) =//// encounteredsand progress made, and
g. -managing ary assigned staff. N
- Membership of the proposed Task Force could consist of:

2. The Assistant Commissioner for School Management Services*
b. The Assistant Commissioner of Planning and DBevelopment

c. The Department's MECC Coordinator .

d. A Finance-Systems analyst (Education Data System section)**

e., Local/State Budget and Finance Coordinator {School Manage-
ment Services Division)*

f. Research Consultant (State Aid and Statistics section)
Ex-officio members should include the Deputy Commissioner of

Operations and the Chairman of the Reporting Standards Committee
and a representative of the State Auditors staff.

*Position -currently approved but remains open.

**Pos}tion being requested in 1975-76 budget.

€>
R

11-3°

[




*
§ NS . K W

2. Review and Revise the Preliminary Manual
The Preliminary
table standard.

’
-
~
bRy

The, Preliminary Manual was devé]oped

a. 7o provide.a basis upon which to plan the implementation -
« « of a new financial reporting.system that could produce reports

‘by schoel, instructional level and various program categories
as defined by the legislature. .

b. To serve és a working draft needed for the various users,
systems people and accountants to react to, refine and develop
into an implementable standard if the plan is approved.

The Preliminary Manual is the first documen

ntation of the Reporting
Standards Comnittee's ideas regard

ing the types of accounts necessary

to provide local districts, the state and the Office of Education
with @ unified method for reporting financial data. Tiese ideas
were documented, various prospective users were contacted, and )
illustrative reports examined and the sum total of these efforts
and contacts resulted in the Preliminary Manual.

The UFRS is not designed to provide a singular well-defined set
of reports for a particular user or as an end product, rather it
is designed to provide integrated financial information for many
different types of users on the lTocal, state and Office of Educa-
tion level by the use of computer systems and manual procedures

in accordance with the public accounting requirements of the State
of Minnesota. )

A multitude of users, accountants and systems people need this
preliminary manual to comprehend the reporting capabilities pro-
posed. As each of these individual users, now having seen ‘a
completed design of a reporting system for the first time, realize
the system's capabilities and react, to sample reports provided, they

can suggest other accounts :and other reports that will better serve
their needs. .

Although the shortest dist

ance between two points is a straight
line, the distance between

a new reporting concept and an implemen-
table standard is not. As the UFRS is structured for accrual

accounting (instead of the present cash basis), many new accounts
areé necessary. As reports are made more consistent with current
auditing standards and practices, the UFRS must be reviewed by the
State Auditor and his recommendations incorporated. These .recommen-
dations will impact on the districts and other users,

The UFRS dimensions and account structure are very similar to several
versiolls of computer software currently operating in TIES, METRO 11,
Duluth and Rochester School Districts. These systems have begen
extended to permit reporting on the old state accounting code basis
but reporting on a multi-dimensional system basis will present some
néw problems. The UFRS therefore must be reviewed in its preliminany

. ¢ S5
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stage now by people familiar with d
proposed system for technical aceuﬁ
suggestions may. minimize the $oftwa

The UFRS will provide the basic rej
number of state and federal reimbur
review of these numerous requireme:
be necessary -and/or reporting requi
can be accomplished only after the
able to these users tc get their re

[
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etailed programming of the
acy. The incorporation of their -
re modification costs.

orting structure for a large
sable programs. Upon detailed.
ts, add:tional codes likely will
rements will be modified. This
Preliminary Manual is made avail-
actions. :

Certain requirements are not subjec
are- the Office of Educatlion's annua
of expenditure revenues nccessary a

t to change and these.in general,
reports and certain aggregation
defined by statute or practice.

‘«. for the pilot project testing.

These aggregations must be checked.
‘Wwith. previous information submitted
practice. .

%Q detail to assure comparability

‘nd acceptance with current

\

1 N
The Preliminary Manual, therefore, must be reviewed by a number of
people with various interests at the Same time. Their comments and
suggestions must be followed up, c]ar%fied, errors noted, omissions
accepted, additional reports defined an in some cases, resolutions
made between conflicting opinions and/o\\statements of needs in-
cluded in the responses yet to be received, _

Adopted recoimmendations and comments by the numeraugugroups and
“individuals will then be incorporated into the second edition.

The second- edition (or first revision) would serve as the basis

\~\ |

Since various groups and individuals will be unaware of the vartaus
changes adopted, the second edition should again be reviewed for X
additional changes which may be necessary. The third edition (second. -
revision), having incorporated the major changes anticipated in the
second edition, and the pilot projects, can tnen be considered the
implementable standard.

The success of the first year's operation, based on the third edi-
tion of the UFRS manual, is highly dependent on-the knowledge and
understanding by the multitude of users, systems and accounting
people involved. . °

This revision process is absolutely unavoidable. The plan recognizes
that the necessary review, revision and change cycle must take place
before additional investment is incurred (before implementation) or
instead of attempting to struggle through several bad years of
operation that yields invalid data, unhappy users and generally
unsatisfactory performance.

The combined judgment of people with significant systems experience
indicate the former course of action is the only prudent procedure.

a
~

cOo
111-5

&5

N

\




-

o ) |

-

" 3. Install Systems and Service Capabilities in MECC Regions

At this time, seven regions have been defined by MECC which will

have compatible computer systems capability to service their member
districts. Only one; namely, TIES is in operation.. METRO II is

in the process of defining their requirements, seiecting and-training
gtaff, specifying the hardware and softuare necessary and developing
their capability to serve their member districts. These two coopera-
tive computer service enterprises will eventually serve all schools
in the seven county Minneapolis-St. Paul metropolitan area.

The five out-state regions are in the process df establishing boards, .
defining relationships with MECC, establishing user committees (on

a functional application basis) and otherwise planning for their
computer capabilities. These five regions.will look to METRO II and
TIES for development of application (including a financial accounting
and reporting packdge) software, guidance on-equipment selection,
technical operations, documentation standards and other planning and
development work.

" As the individual regions' plans for implementation have not yet been

adopted, the plans' scheduling indicates merely a sequence of in- .
stallations. The "1st region” is not necessarily Region I (Northwest)
but indicates whichever outstate region is first ready to start the

- conversions. .

The regions' computer installations and operations staffs (including ’
input - output control peeple, operators, programmers, systems
analysts) and technical service people must be recruited and trained.
Hardware and software specifications must be developed, bids solicited
and accepted before’ installation can be realized.

After the technical people have been recruited, recommended software,
computer procedures, manual input preparaticn and other facets of
running a computer installation must be established. Technical
service people, trained in the UFRS procedures for total comprehension
of its capabilities, must be available to serve member districts in
each region.

The MECC regional processing centers' primary purpose is to service
the member districts' administrative processing needs and secondarily,
report to the state. UFRS represents only a portion of the financial
processing capabilities required by districts, which in turn, is-only
a portion of the administrative processing capability required.

Providing computerized services for pupil, staff, financial accounting
and other administrative functions requires the sharing of computer
facilities, input/output control computer operations &nd systems and
programming staffs. The technical service representative who maintains
liaison with the districts must also be knowledgeable in all functional
service'areas. This plan requires that MECC has planned and ‘budgeted
for these "service bureau" type operations.

e

Implementation of the financial application required to support

.
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the UFRS requ1res one additional-fype of support that is not current]y
provided for in the MECC plans and budgets. That support re requirgs -
detailed knowledge of financial and accounting practicgs, procedures,
classifications and controls necessary to accurately nvert and main-
tain the financial accounting and budgeting operations in local schodl

" districts. This support requires an experienced accountant/business

manager who would be a regional resource person to provide decentralized
support to the districts similar -to the local/state budget and finance
coordinator in the school management services d1V1S10n (See Chapter V,
ORGANIZATIONAL CONSIDERATIONS, Page V-5) . b
The definition of hardware, software and in- service training requ1re—
ment$ must be done once for the benefit of all in order to realize a g% ¥
considerable saving in time and cost. Even so, the actual learning
process is a matter of many individuals and groups of people assimilating -
the netessary-technical and financial knowledge to make this system work
on a state-wide, basis. :

There are. four categories of .computer software that must be deve]oped
or acquired by the MECC central staff and installed in the regions.
Different or substantially modified software may be requ1red for TIES
or already exist than that installed 1n theeother reg1ons These four
categor1es are: . ‘ . & B
a. Genera]}zed utility software - This category, ncrmally supplied
by the hardware vendor, includes all, generalized support software
needed to run any-application on a particyjar hardware conf1gura-
tion: .-

b. The financial application software - Th1s software will be very
similar to the.existing packages ipstalled in about 35 disfricts,
and are known as FBA (Financial Budgeting and Accounting), or
POBAS (Program Oriented Budgeting and Accounting Svstems) The |
UFRS reporting requirements are based” on these systems capab111-
ties. * , .

- N @&
‘c. The UFRS Transltator and Format coftware - As each district has
an individualized chart of accounts which will be more extensive _
than the required UFRS reporting requ1rement§, a means of converting
FBA or POBAS files into the codes and formats required by the UFRS
is required. This tranglation would be accomplished only at the
end of ahy reporting period requiring files, computer media or °
reports in the UFRS coded formats. The computerized directory
of the chart of accounts, mentjioned in Task 6, would be*part of
this software. - -
d. The EDP audit tools - These audit -tools are the software
necessary to a&llow the State or other outside auditor to test,
interrogate and obtain output of the regions' computer files
independent of the sites' own programs or programming staff. The
EDP audit ‘'software, once developed (or acquired) and tested, will
remain under the control of the state Auditor. This software
requirement is also mentioned in Task 11.

The installation of 'systems and services capabilities in the MECC

~ -
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reg1ons re]ates not only tc the procurement of common hardware and
software, but to.that body of effort represented by the learning,
testing, and assimilation of the common system requ1rements by the
seven differing groups of people. ° . .

Py . &
4. integrate Financial and Other Systems Reporting at the State
Department of Education (P ~ . .

* The UFRS has been designed to provide cross referenc1ng capability
with other statistical data regarding schools and school districts ¢
in Minnesota. 1n the UFRS, part of this cross referenc1ng capability
includés the use of the schoo] and district numbers that are identical
to those provided for in other statistical reporting systems.

N Relating the new financia] data by school and district will be affected
- . by fhe use of an existing computer directory (known as the,County/
District/School File or C/D/S:f1]e) In order to assure that this
can be -done, certain changes in this directory are necessary.. These
changes involve documentation, analysis and establishment of proce- 5
dures which does not involve extensive computer programming effort.
A conSiderable portion of any district's revenie is provided from the .
/ warrants produced by the state-wide accounting system. .These warrants
include general aid payments, state supported programs and those federal
4 programs that are administered by the State Department of Education..
It is highly desirable therefone that the output of the state-wide.
accounting system be related to 'the input t for the district's finahcial-
management system. Recommended changes in current procedures would
involve the establishment of codes and "§n911sh" descr1pt1ons on the
warrants that can be cross-referenced to’ spezific revenue codes in” the.
UFRS. These changes would be 1imited to those areas (primarily the
English descriptions) that can be modified without disrupting the
logic or affecting other users of the state-wide accounting system.
The UFRS revenue codes may need to be expanded in some areas and
contracted in others. District financial records will more accurately
reflect revenues from this source than at present. The UFRS manual
would reflect these changes in instructions. Adopted cross reférences
would eliminate a current problem of interpreting and accurate1y
@ posting revenues to the district from the state-wide. accountiftg system.

a
.

|
1
|

N As needs for correlating financial information and other statistical
data are developed, additional systems integration must be performed.
Means to interrogate, extract and.supmarize data from two or more
logicag " files will be required Correlations between financial and
pupil data (by school) using the UFRS files and the Fall Report
systems files may be required. Correlations of financial and staffing
data.(by school and by orogram category) using the UFRS files and.
Personnel Ass1gnment files may also be required. A total future
deve]opment cannot be specified but will represent an ongo1ng effort

’ “in. th1s task. - ) %
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5, Develop State Level Software to Utilize UFRS Reporting Capabilities
The UFRS has been designed for use by the districts to- report finangjal
data to the State Department of £ducation;-such data will serve the ™~
departments many internal users and for external purposes. The soft-
vare and systems capability described under Task 3 relates\to the in-
stallation,of. software within the regions to produce reports fron the
districts to th{'state. Task 5 involves accepting the information
produced by the ‘hegions for summarization by the State Department

of Education for distribution to the Office of Education, the -

1ggis]dture, other state agencies, private agenciesaaqgnindividualsu
VRN A

The tern "software" in this case, includes all of the syStents analysis,
detailed report.specification and programming necessary to translate
the individual accounts  data into-usable reports. This ,responsibility
is shared by the Educatignal Data Systems section of the Department of. -
Education and the Information Systems Division‘of the Bipartrment of
Administration. Software-development for similar uses i% currently

a function of these two units and they will develop software required
for reporting financial data from UFRS. An increased level .of effort
will be required to realize the UFRS"™ reporting capatiilities.

‘The software required must accept either data on conven??ona] paper
réports to be keypunched at the state or data provided directly by
the MECC regions by means of punched cards, computer tape or tel’

phone transmission capabilitjes._ This mix of information media gill

change over time depending uch factors as the econdmics of glter-,

native methods of data provision and the development of. other atis-

tical needs. . , ‘ o s e

This software has basﬁcé]]y two different purposes. g ) ‘ \'.
- e

a. Consolidation of data provided by each of the districts -
through their regions' UFRS system - These consolidations range
from state-wide summaries of program, instructional level and
other data for Office of Education statistics on the same basis
as reported by fhe-districts. o : :

>

Development of software will include detailed analyses and .
_definitions of varidus reports that are known and recurring.
These standardized-reports will Tikely be provided by tailor-made
_programming. An example of the output for this purpose would be-
a statewide summary of the Annual Financial Report. . ‘

b. Generation of special reports (which may be either recurring

or periodic), to provide summaries other than those provided by -

the district's UFR>. : : "

Y = £

The second type of software requirement may be provided by generalized
reporting packages currently available tc the state (or a neéw one
purchased) to provide specialized pn-demand, quick response types of |
data required for andlysis to respond to various ,information requests.
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6. Establish Finuncial Reporting Controls

!

- The level of management control to develop and ma1'“11n unifopm f1nanc1a1

accounting information definitions, processing ana reporting necessary
for the implementation of UFRS needs to be totally developed. While
eventually an integrated approach will be realized, it will be necessary
to control requests for reports, definition of data items and other
considerations necessary to maintain standardized and comparable
financial accounting data. These controls on requests for financial
information will tend-to prevent districts from being asked to provide
information for endless questions.

The present accounting mgnual for M1nnesota schools provides codes for
summary financial informdtion for an annual financiat. ‘report and cer-
tain detailed codes ysed for reporting to the Officeé of Education.

As the present manual does not begin to cover all the types of detailed
information and other summaries required by the various sections within
the State Department, each of these sections tends to devise its own
specific reporting requirements individually. Under these conditions,
the need to coord1nate requests for financial 1nf0rmation is apparent.

As the., UFRS has the capability of prov1d1ng more of the information
needed by these sections; a disciplined and coordinated effort on
the part of these information requestors will be required within the
State Department of Education.

I'd

Two communications devices will help to establish and maintain tine -
r.quired level of control. These are the UFRS manual and the
computerized directory of the chart of accounts.

The UFRS manual, when it becomes an implementable standard, wili be
essentially .the "catalog" of reportable finan¢ial accounts. Tnis -
catalog shuuld be meaningful to the district account1ng personnel,
computer systems -poeple and other district or state personnel who
have vequirements for this financial accounting information. Once
establish@d, this catalog will provide the basis for the vast
majority of reports required of the district by the State Depart--
ment of Education and federal sources. <

Through the selection of financial accognting information known .to
be avzilable, a required report may be/ efined by specifyinug the
combinations of accounts desired. If report1ng requirements change

to require either additional or fewer accounts (and these requirements
would appear to be of a recuriing nazére) then the UFRS manual will

ne changed. This will requiresthe pgople responsible for maintenance

of the manual to be able to adopt t changing user needs. Ordinarily
requests for accounts and data specified in the manual will be available

- from the Minnesota school d1str1cté as a by product of data they need

for local purPuses Conversely, extens1ve repetitive requests from

.various individuals or sections ih the Department for specialized data

not covered by the UFRS, and normal local processes must be restricted
as far as possible s¢ as not to.place an undue administrative burden
on the school districts' bus1ngss office.

A" ‘ ( i
i, .
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In the event that report requirements, particularly of a non-recurring
nature, cannot be met by the accounts established in the UFRS manual,
exceptions to the rule must be permitted to allow the collection of
information directly from the districits. Maintenance of the UFRS
Manual and the authority to control the reportiable financial codes
(including the allowable exceptions) should be the responsibility

of the local/state budget and finance section of the Schoo] Manage-
ment Service Division.

The staff of the State Department of Education must be required to do the
requisite planning and ccordination necessary to minimize extraordi-

nary requests for financial information:from the school districts.
Establishment of financial reporting requirements befdre each fiscal

year of each project begins (or as soon after as possible) will minimize
districtﬁ repr~ting problems. .

As the UFRS is computer based, directories of the chart of accounts
must be maintained in the computer(s) as specified in the UFRS manual.
. These- directories will differ at two different levels.

At the State Department of ration level, a.computerized directory
of all approved accounts mus .e maintaired fur editing purpose: and -
to provide a master listrof codes and descriptions of the current
accounts. »

Individual school districts! accounting requires more detailed accounts ~
than specified in the UFRS. The UFRS concept does not mandate each
and every account allowable and/or needed for internal district
operation. It does mandate those aggregate accounts requwired for
N reporting financial ‘inforination to the state. It is therefore
necessary (and currently customary with districts who now have-
computer based financial management systems) to provide a directory
that aggregates and converts their day-to-day operational accounts
§_ into the required state reporting codes. The regional data process1ng

centers therefore must provide such directories (also known as "cros -

~walks") to translate their district' s expenditure, revenue and balance
sheet account codes to the account codes reported to the state. -

The state codes in these regional computer directories must be identi-
cal to the codes in the UFRS manual. Each and every numeric code set
in each computer directory for each sub-acccunt would be matched by
~a twenty character alphabetic description of that sub-account. These
twenty character descriptions will also be provided by the state to
- maintain uniformity of appearance and understanding. For example,
. costs and revenues.relating to an ESEA Title [, Part A federal program
could appear identical on all computer reports from all districts as
o "ESEA, Title I, Part A" rather than "Title I" or "ESEA Title I" or
"ESEA I - A", etc. While the associated numeric value (401) s
entirely sufficient for computer programming, it is highly desirable
that the entire account description appear uniformly to each user

- of these reports. s
¢ ;Y
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The refinement and maintenance of the UFRS manual and the establish-
ment and maintenance of the computer directories are the most
visible parts of this task. The less visible factors are the
establishment of communication channels, and relationships between
the requesters, the controllers and the prov1ders of financial
information.

3

-

7. Operate Pilot Projects

While each of the components for successful implementation

such as adoption of the UFRS manual (the implementable standard
version), the design and production of the necessary forms and pro-
cedures, computer programming and the in-service training necessary
will .have been developed, it will still be necessary to operate
“pilot projects" to minimize the risk of statewide failure.

The use of comprehensive testing, i.e., doing an entire district's
job on the proposed methods and techniques, is well accepted as a
strategy to minimize the costs and risks involved in major new
developments. The purpose of such p110t tests is to uncover and
resolve those problems that crop up in.any major new developments
that have not been Foreggggﬂprevlous}y——’if’"s much less costly,
in both time -and-effort, to resolve and correct prob]ems with a

-~~few districts than it would be with every district in the state.

To effectiVe]y anticipate problems in statewide implementation of
the UFRS, it is necassary that at least seven {one .for each region)
.select districts serve as pilot projects. Any one district would
“be involved for a period of one year or less but the elapsed time
of the task will cover more than two years. ~

The MECC central staff will assist each MECC region in their software
installation, the initial pilot projects and be responsible for pro-
viding continuity of the pilot projects from region to region.

To provide the greatest opportunity to detect unforeseen problems,
the entire spectrum of district size and complexity, must be covered
in the sample of pilot districts. This selection.process should
consider the foliowing factors: AN

a. Regional Distribution

Each group of- people at each MECC regional data processing
center must have the opportunity t~ learn the UFRS implemen-
tation process using at least one uistrict in their region.

b. Size of Districts

The size of the district will have an effect on the number of
accounts and the procedures used within the district.. The
.selected sample should include representation from the very small
to the very large districts. As Minneapolis and St. Paul are
atypical, have greater resources and longer experience in such

23
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systems, they probably would not be considered in the pilot
group as solutions to their unique problems will not likely

benefit other districts.
At least one, and preferably, two districts with AVTI's should
be in the pilot sample. The AVTI's represent a unique type of
district intended to be served by the UFRS.

c. Experience Factor

Most of the pilot districts should not have, had previous .
experience with either TIES or POBAS type systems. Appro-

priately 90% of the districts have not had this experience

and the pilot district representation should reflect this fact.

d. Type of Disirict

Minnesota has a large variety of types of districts-created™

under the Joint Powers-Act-orthat operate under other cooperative
e —gfforts. Specialized service districts, special education and

vocational education cooperatives pose special problems that need

resolution to insure that the UFRS will serve all districts.

The first revision of the UFRS manual (see Task 2) will provide the
chart of accounts and account1ng principles to be tested. The initial
version of the in-service training material (see Task 8) will be

used to uncover needed improvements for subsequent installations.

The results of the pilot testing will include experience needed to
produce the UFRS standard manuals, procedures and more effective
in-service training for the balance of the districts to be con-
verted.

The level of additional effort and type of support necessary for
each pilot will vary by sequence (the first pilot will be different
from the last); by the district's current status (currently automated
districts will requ1re less in-service training than non-automated

‘ districts); and by size.

To be selected as a pilot district may be both an honor and a burden.
Pilot projects yield varying amounts of transferable knowledge and
experience because of the added burden -on the district's current
operations. \

Financial aid and staff1ng complements must be provided to pilot
districts to maximize the benefits to oth&r districts and regions

and to minimize the total costs to the state in the UFRS implemen-
tation. .

8. Perform In-Service Training
This task involves the largest number of people, a long elapsed

time, and is an important factor in the relative success of the
UFRS implementation.
k A
. &
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Some of the work involved in the in-service training task has
already commenced. The Reporting Standards Committee and various
people in the Department of Education in cooperating to produce the
Preliminary Manual and the implementation Plan have thereby parti-
cipated in this phase. .

The scope of this task can be described bes by defining the groups
of people involved, the methods by which t : in-service.training
can be accomplished and the sequence of ¢ :nts. .

a. Local Agencv Personnel

Each of the five hundred and fifty some districts and service
arrangements have two groups of people who have different needs
and levels of understanding necessary for the implementation

of the UFRS. One group consists of the superintendents, boards,
professional staff and the public. This group is most interested
in the budgeting process, the availability of information, manage-
ment implications and other report interpretations. This group
is least interested in the mechanics. coding details and control
procedures. The second group of people consists of the business
officials, accountants and supportive staff who will maintain

the day-to-day operation of the UFRS. They not only need to
appreciate the overview presented to the former group but also

to understand the mechanical details, coding requirements,
interpretations of acc.unting classification, the new modified
accrual basis of accounting, the coding of forms and the controls
and procedures necessary in any system. o

The districts themselves can be classified into two categories
for purposes of in-service training. The 35 districts who are
operating computer based multi-dimensional systems and are a
member of METRO II or TIES, Rochester and Duluth have already
had substantial experience with budgeting, forms and controls.-
with similar systems using accrual or cash basis accounting
principles. The in-service training requirements for these
districts can be tailored to eliminate some of the more general
aspects while concentrating on a review of differing controls
and procedures and modified accrual accounting.

The new districts (inexperienced in computer based financial
management systems) are starting from a more basic level. The
principles and concepts involved, the differences in controls,
understanding of basic computer processing and operations,
transition problems involved from their present system are among
factors which will have to be included.

b. State Department Personnel

In this category there are many users and interpreters of financial
information working with the various federal and state programs,
statistics, finance, school lunch, transportation, vocational,

and special education. A1l of these people will have to become
more involved in revi~ying the Preliminary Manual and in further
detailing ‘their requ-.ements.

This aspect of the in-service training will tend to be more

Ul
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formalized and as personnel and requirements change, the in-service
training will be continuous at a Tower Tevel of effort.

As management applications incrcase, more sophisticated reporting
will be required and the emphasis will change from the collection
and compilation of financial data to the analysis of detailed
program information. The Lducation Data Systems Section and the
School Management Services Division will assist these program
managers in the future development and interpretation of their
stated information requirements. Management use of this infor-
mation provided must remain with the information users.

c. State Auditor and the Public Accountants

With a new accounting standard using computer based financial
accounting systems, the State Auditor, his staff and outside CPA
firms need in-service training relating to their function in
auditing. The responsibility of providing this in-service
training may be within the State Auditor's office. However, he
must be involved and provided,with sufficient material to perform
this task. The State Auditor's staff and selected firms re-
commended by the Minnesota Society of Certified Public Accoun-
tants will be involved in review of the Preliminary Manual.

The UFRS is designed to provide a closer: relationship between
the da)-to-day requirements, the reporting requirements and the
auditing standards.

d. Regional and State Processing Centers - .

These two groups have basically similar in-service training
requirements. The systems analysts, programmers, input/output
control and technical service people must be provided with
detailed explanations of the software installed at the regions
and its relationship to the UFRS°reporting requirements.

This group requires the most comprehensive training and exposure

of all. They must not only be familiar with the material presented
to all the other groups, but also have an in-depth and comprehen-
sive knowledge of file structures, programming languages and
computer operations.

e. Presentation to Professional Groups

Several professional groups will have an interest in the status

and operation of the UFRS. These include the Minnesota Associa-
tion of School Business Officials, the MFT, the MEA, the Minnesota

Associatica of School Administrators and the Association for Edu-
cational Date Systems, among others. Presentations will have to
be¢ made to these groups.

oviding these varied groups with different lTevels of in-service

ining at different times will require combinations of information/

ITI-15
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dissemination methods. One or mere of Lhe following may be used

with one or more of the groups. The subsequent development of

the .in-service training mcthodology must consider use of the following
methods and techniques. - -, ,

a. Video-taped Instruction -
b. Other Audio-Visual Preseptations
c. The UFRS Manual

The UFRS manual itself should provide the best method of
distributing detailed reporting and accounting information
regarding UFRS.

This comprehensive manual is not suited to overview training

and could best be used as a reference document. Its format will
allow ease of updating and in the long run wjll serve on an on-
going basis for in-service training and for notification of changes.

d. Information Bulletins

This technique, particularly for use with limited groups such- as
will be developed during the pilot stages and the initial conver-
sions, may be well suited to augmenting the UFRS manual by
periodic reports.

These bulletins could provide the "how to" conversion steps,
recommended training teciniques, case histories and installa- |
tion program reports. ¢

e. Personal Instruction and Guidance
f. The-Users Manuals

These manuals should fully describe the step-by-step input and
control procedures and the computer processing of their accounting
data needed by the districts "users" of the regional software.

g. In-Service Workshops

Workshops will be needed to train and assist small groups involved
in the accrual conversion and for large group orientation.

h. Technical Services Support

Each regional processing. center will have several technical
services people familiar with the administrative and instructional
applications provided their member districts. One of the func-
tions of these technical service people will be to provide one-
to-one trairing relationships to district people in their own

MECC region.

AT~y &
T
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i. Educational Administration Courses

" LS

There have been, and undoubtedly will continue to be, various
post-graduate educational administration courses offered for .
credit or professional upgrading. Some of these dealing with
school finance or “PPBS" could well use illustrations dnd samples
of material from the UFRS as course material. .This would provide
still another means of communication within the State of Minnesota
professional educators. , &

The sejuence of events in the in-service training task include
the following: '

1

a. Develop Material -

As each user group has different requirements, at least part
of the material must be developed in different detail and at a
(different level for each group. Some material, however, could
be developed for common use by one or more of the methods or
groups. .

»

b. Train Technical Service and Other Resource People

The total task of in-service training cannot be done by one group
or person. Thus, this task must include the training of inter-
mediate "trainers" whose knowledge and ability will multiply

the number of communication contacts. *

c. Monitor the Training and Modify the Material

This stage would start.with the pilot grojects. Additional
clarification and new material will be fecessary to effectively
communicate with any or all of the groups necessary.

In summary, the in-service training task has already started with the
development of the material to date and will need to be formalized
for use in the future years. Some material and techniques developed
by TIES and automated districts may be used as resources in this
task.

9. Update* the UFRS Implementation Plan

The ‘implementation period will extend over several years involving

a number of tasks and a large number of individuals and groups.
Implementing UFRS statewide is contingent upon a number of factors,
"~ all of which are in the future and some unknowns may affect the

" planmned schedule. Therefore, this plan must be modified at least
quarterly, to adjust for differing experiences as the implementation
progresses.

- 48
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10. Update Existing Finéncia] Accounting Manual

The existing "Manual of Instructions for Uniform Financial Accounting
for Minnesota School Districts" has not been thoroughly revised and.
updated in several years. Since that time, many changes in state
legislation and reporting requirements have created additions to, or
reclassification of, many accounts and funds. New Tulti- dlstrlct
arrangements for spec1a1 education, vocational education and other ]
non-instructional services have come into being and state aid formulas
have also ciianged which require new financial information to be
supplied by the districts.

These changes and the subsequent interpretations of these new re-
quirements have been communicated to the districts business officials
apd superlntenaents in spec1a1 annual instructions and by an accounting
memo series. The accumulation of these® documents need to be compiled
into the several chapters of the basic manual affected by these changes.

During the severa] years that the UFRS w111 be in the development and
testing process (before and during the conversion period), it is
essential that the existing codes and descriptions of financial
account classifications be better documented and maintained. The
va11d1ty -of financial information reported, both present and future,
is Highly dependent on the dissemination of a tomplete and accurate
reference to the providers of districts' financial information.

It "is therefore recommended that an investment in time and cost be
put into rewriting select sections of the existing manual with up-
dating-as required (perhaps.annually) until the’UFRS is installed
state-wide. ’

11. Integrate Auditing Standards with the UFRS Accounting and
Reporting Requirements

In the past (but not recently) there was a seemingly close relation-
ship between the actual accounting and reporting practices in the
districts, the State approved chart of accounts. and reporting require-
ments, and the independent outside audit function.

With the advent of a large number of state and federal reimbursable
programs, requests for complex financial reports and the advent of
computer based financial accounting systems in many of the districts,
the accountingy reporting and auditing functions have become more
divergent. With the proposed installation of the UFRS on a statewide
basis, an opportunity is presented to simplify, and at the same time
reduce, the aggregate cffort required.

The change to a modified accrual basis, establishment of new accounts
and accounting practices, the installation of common compu.er software
and the opportunity to reduce the "auditing” done both at the local
level and by State Department program managers, requires the fo]]ow1ng
activities:

LD
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a. Review revision and approval of the accounting and aud1f3nv
aspects of the UFRS manual. . .
b. Examination, revision and approval” of the computer software |
and related manual procedures and controls from a pre- and post-
audit viewpoint,

c. Provision cf adequate EDP audit tools to dynamically test

progran logic, data files and sample transactions independent

, of the regional centers own software. The installation of

common software in seven regional installations covering every
school district,in the state will make this task recessary and
viably economic,

d. Prov1s1on of specialized in-service training and computer
systems support to the State Aud1tor s staff.

e. Developnent of reporting formats and auditing procedures
that permit:

1) the required iocal annual audit and the annual financial
report submitted to the Department of ‘Education to be suffi-
ciently similar to assure that audit correc¢tions can be in-
corporated into that district's UFRS financial data. The
objective is to insure thai summary fimancial data used by
the Department to compute financial/statistical ratios re-
flects audit changes.

2) the required local annual audit and such interim and
fiscal year-end financial reports reqgitiired for various
state and federal reimbursable programs, to be based on the
same source documents and accounting f les. The objective
is to minimize the ancillary record keeping and reporting
by ]oca1 districts to state Department ‘Program managers and
to maximize the use of a common -financial data base created
by the local business office through the UFRS to the state
and federal level financial .information users.
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MAJOR TASKS BY ORGANTIZATION

A. General ’ Rt

This section will describe the major.;%sks and provide some addi-
tional detail of sub-tasks by organization. This presentation will
allow individual organizations to focus on their partncu]ar role in
the total implementation plan.

. Some of the tasks are the sole responsiﬁi]ity of one given organi-

" zation. In most cases, however, the tasks affect more than one organ-

B. School Management Service D1vision

jzation. & © Y

The major organizations affected by the implementation of the UERS
are the organizational units of the State Department indicated, MECC,
thé State Auditor and the Information Systems Division of the Depart-
ment of Administration. Other organizations affected which have no
role in the implementation, such as the professional serv1ces and
education groups, are not inciuded.

There is no significance in the seqyence of the organizations listed.
The tasks assigned to an organization détermine whether failure to
perform their responsibilities wou]d have an impact in other areas.

4

This division will play a major role in that one of its prime
responsibilities is the communication with the districts regarding
financial accounting. More specifically, thév1qca1/state budaet and
financé section will provide some .of- the services currently prov1ded
by the State Aids, Statistics & Research Sect1on in schoo] finance
matters. .

. The establishment of this division is part of.the latest reorgan-
jzation plan for the Department of Education. As the-key people in

"this division and their immediate superior have not.been hired, this

division will obviously<have to be staffed befcre it can perform {ts
functions,

" The division reports to the Deputy Commiss1oner -of Operations, a
position that is currently open. The Deputy Commissioner of Operations
also has responsibilities in the areas of elementary and secondary
instruction, vocational education, exceptional instruction and other
major users of financial information,

The assistant commissioner position for the School Management
Services Division is also currently unfilled., This division contains
the transportation, school lunch, school district organization, school
facilities planning and the locdl/state budget and finance sections.

The local/state budget and finance section, in the absence of a
plan for implementing the UFRS, would have the responsibility for
financial accounting, spec1f1cat1on of the standard account structure
and policies and interpretations of accountinag and reporting classi-
fications. Therefore, the conversion to UFRS, which wili replace the
current system should also be one of their prime responsibilities.

4 °
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Both the assistant commissioner and the local/state budget- and
finance coordinator are suggested.to be included as working members .
of the UFRS Task Force, This division, and the other divisions under

. the Deputy Commissioner for Operations represent the bulk of the
financial information users in the DNepartment. This division would
therefore be involved in much of the liaison necessary to establish
the chart of accounts, and to maintain the communications channels
necessary for the reporting control function (Task 6).

This on-going liaison with many of the users of financiq} infor-
mation also would indicate that this division should have the pons-
ibility for Task 2, "Review and Revise the Preliminary Manidal", ’ By
coord1nat1nq report1ng requirements, this division will become coqn1-
zant of the corrections necessary to- the Preliminary Manual.

' The portions of Task 8, "In-service Training", relating to Depart~
ment of Education personnel should be included in their responsibilities.
* " The assistant commiss1gner and the local/state budget and finance
coordinator, as members of“the Task Force, should contribute to the
updat1ng of the implementation p]an (Task 9).

Although local/state budget and finance sections' duties ‘could well
include Task 10, “Updating the Existing Financial Manual", the primary
expertise to perform this task is in the State Aids, Statistics &
Research section, where this function currently resides. Since the
.local/state budqet and finance coordinator has yet to be h1red Task 10,

, "Updating the Existing Financial Manual" should not be a primary respons-
ibility of the 'School Management Services division. . =

The local/state budget and finance coordinator should devote 80%
of"his time to combination of tasks assigned. The assistant commis~
sioner should devote 10 to 20% of his time to the UFRS Task Force. °‘In
addition, the necessary clerical work involved with the (FRS Task Force

« - should probably be provided'by this division. .

C. Education Data Systems Section :

The Education Data Systems (EDS) Section reports to the State Depart- y
ment of Education's MECC coordinator. For purposes of this plan, both
“the section_and the MECC coord1nator will be considered as one unit.

The Education Data Systems Section provides the key linkage between -
MECC, the Information Systems Division (ISD) of the Department of Admin-
istration and the Department of Education's needs for computing capabi-
lity. EDS' role includes four basic functional areas. These are: ’

1) Communicate technical policies, standards regardin%{elementary, RS
» secondary and vocational (ESY) information processing within MECC
and the regiona] data processing centers, r

/

2) Specify application software to be operated by the MECC ESV
regions, . t

3) Specify modifications necessarv to 1nteqrate a]] statistical
and f1nanc1é1 systems within the Department of Education.

En Co A
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4) Define computer reportinq/reqUirements de51r d by the Depart-
~ ment of Education for implementation bv ISD. ¥ }

EDS must p]ay,é significant role in the UFRS Task Force. The MECC
coordinator and a lead financial analyst are-‘proposed as two members
of the Task Force (Task 1 - "Establish UFRS Task Force").

The financial aﬁalyst needs to be aware of and 1nvo]ved in the -
reporting requirements for State Department of Education users in
conjunction with the locat/state hudqet and finance section. 'Review’
of existing summary reports to=the 0ffice of Education w11] be reguired
of Education Data Systems as they must combine finanCial and statﬁstical
data for some of these reports. | . N

Modification of . the CPS Fi]e part of Task 4, "Integrate Financial
and Other Statistical Systems. Reportinq Requ1rement" will be shared by,
EDS and the Information Systems Division of the Department of’Adminis-
tration, .

Task ‘5, "Develop State Level Software to Utilize.JlJFRS Peportinc
Capabilities“ will be a joint responsibility of’ EDS and ISD on the same
ba{is as current similar efforts, N

The establishment and maintenance of the computer directory for
the UFRS codes (Task 6) is the responsibility of the EDS section.

This directory will have to be modified as the UFRS system and manuals
are- deve]oped '

?Operate pilot projects" (Task 7) is primari]& the responsibility
of the MECC regions. However, the out-state reaions jn particular, and
all regions in general, may benefit by close liaison with the technical
systems people in the EDS Section, EDS shou]d.e§tablish some mechanisni\xv

.to provide sthe technical clearinghouse function in .their role as the

developer of the financial application package necessary to implement

UFRS.

The portion of "In-Service Training" (Task 8) re]atinq to tethnical
analysts and part of the training required for the technical serv1ce
representatives should alsd be a responsibility of EDS. -

D. Informat.on §ystems D1V1S10n of the- Department of Administration

ISD provides centralized computing support fac1lities for tge
entire state government and serves many departments, one of whitch is

.the Department of Education. The ISD division is organized by major

functional areas and the area most closely involved with the Department

of Education also has a, responsibility for Higher Education and the
Teacher's Retirement Association., The manager of-this functional area -
is one of ‘the original and currently active membérs of the Reporting —
Standards Committee, which has had the primary role 1n the development _~°
of the Preliminary Manual to. date :

The primary role of ISD is to translate its customers' (in this
case, the Department ofEducation) requirements into operatina programs
and to provide the ¢omputer support facilities, including data entry,

™ input/output control, processing and report generation for their

customers, This divisidn works very closely with the Education Data
Systems aection of the Department of Education as ISD has “eSpoh51bility
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_ for serving EDS' computing services needs,

IaD is concerned with the system desian in 1mp1ementat1on and the
actual running of these applications.-in their computer facilities.
ISD must be ipvolved in the plann\nq early enough to permit necessary
lead time, | . .

> . - T, B
Availabilitv of computer media containing district's financial
- information directly~from the MECC's regional processina -centers, will’
change the timing of their computer processina requirements, : Since
the state has the same fiscal year as the districts, availability of.
.. this data and its processing implications-will impact ISD at a time
{fiscal year-end) which must be cons1dared

. ISC nwst continue to be kept abreast of the reportinc requ1rements
.. .. “outlined in Task 2, "Review:and Revise the Preliminary lanual". They '
- must share responsibility with EDS for Task 4, “Integrate Financizl -
and Qther System Reporting at the State Departmnnt“,‘Task 5, "Develop .
State Level Software ‘to Utilize UFRS ReDort1nq Capabilities", and the
_ establishment of the State Department's computer directory. (part of
® : ' Task 6). ISD will need to be advised of “any chanaes: to the implementa-

‘ > tion plan (Task 9)..

E. MECC

.1

&

Thé§M1nnesota Educat1ona1 Computer Consortium (MECCY Ts an umbrella
orqan17ation to coordinate and/or service the computer processing needs
] of all levels of education within the State of Minnesota. Part’ of
e - MECC's responsibility inctudes the ‘administrative processing require~
ments of the elementary, secondary and vocatiogal schools, FExistine
and proposed computer service cooperatives, such as METRO IT .and TIES, -
are a part of MECC. These cooperative computer service organizations
will be primarily involved with the administrative (i e.Apup11 person-
nel, scheduling, accounting, etc.) applications-processing. These - .
renions serve the individual school d1str1cts whose financial informa-
\ tion will be reported to the state.
For purposes of discussina tasks in th1s »hapter, the MECC req1ons
will be grouped ds 1) TIES and 2) METRO II'and 3) all other (out-state) ..
- regions. Both TIES &d METRO Il have had significant participation
(e1ther directly or-through representatives: from distri¢ts they serve)
on the Report1nq Standards Commi ttee. .They have been advised of the T
comm1ttee meetings and have been prov1dbd all mater1q1 sunplied to the
" committee, (See "Acknowledgement" in the Preliminary Manual, Appendix
» . . A
CoBe . , . .

* A1l MECC regions will have technical service represegtatives or
other designated contacts who will have a role in Task 2, "Review -
and Revise the Preliminary Manual” and will need to receive the docu-
mentation on Task 10 "Update Existing Financial Accounting Manual,”

>

3y
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\ 1) TIES

TIES has been operating a multi-dimensional financial reporting
) service’ for their.member districts for several vears. They have
V¢ had considerable experience in the training and conversion of new
‘ distr1cts to their system. Though their financial system is one .
ﬂ- > -l
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of the "fitst generation" multi-dimansi<-n2l financial systems and
as such may present some niqug prohle—s to the translation to the
UFRS codess the difference is considers~ small, In view of the
TIES overall capabilities) their UfgS i-nlementation effort will,
probab]y be handled by TIES personnel, -

MECC Regions" will be eased because their system has been opera-
tional for some time. Howgver, as their currently known plans
do not include the requirement for the LLFRS conversion or for
necessary pilot testing, revxew of their current staffing levels
in the financial systems area should be cons1dnred

TIES part of Task 3, "é;sta]11nq Sy-tems Capabilities in

TIES portion of Task 7, "Operate Pilot 'rojects" should be
relatively straight forward. In the case.of all existing finan-
. ¢ia” »9aragement reporting systems, the effort will be primarily
to e5 .. ish the computer directory‘\necessary to reclassify
current operational accouriting codes for state: reporting. Member
districts currently may moaify their chart of accounts (within
relatively few restrictions) on their velition. The Preliminary
Manual may cause some districts to re-examine their chart; of
accounts to conform to the logic presented therein,

2) METRO II

METPO II is developing a system to serve the needs of Minnea-
polis, St. Paul, Mounds View and Robbinsdale., These districts
currently have individuzl computing capability and except for
Minneapolis, also are operating "first generation” multi-dimen-
sional financial accounting systems.’

METRO II's current plans include the acquisition and/or devel-
opment of a "second generation" financial manaacement reporting
system which is more closely aligned with UFRS rpqu1rem9nts than
first generation systems. /

METR) II's portion of the total responsibility under Task 3,
"Install Systems Capabilities in MECC Regions" is limited to the
conversion of their vperational codes for state reporting require-
ments. Minneapolfs' and St. Pauls' systems will therefore "be
unique because of their size and complexity.they are vot logical
candidates to participate in Task 7, "Operate Pilot Projects."
However, one of the two remaining districts, Mounds View or Robbins-
dale, could well participate as a pilot project.

METRC II's portion of Task -8, "In-service Training" will nro-
bably be limited to the systems analysts and progranmers compre-
hension of reporting standards.

3) A1l Other (Out-State) Regions .

The five out-state regions are planned to be.installed during
the fiscal years 1975-76 and 1976-77, Computer installation sites
wiil be established as the necessary boards and manaqement ordan-
jzations are deve]oped ;//
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‘These five regions will have enouch characteristics in common
to be considered as one for initial planning purpases.

a)’ The hardware confiqurations will be similar enough to provide
identical processing capabi]ities for the UFRS.

b) The software package necessary for implémenting the UFRS
will be standardized.

c) With 2 or 3 exceptions, all of the member districts will
be in experienced in computer based financial management systems.

d) With few exceptions, the technical computer systems staff,
the accounting and finance consultant and the technical service
representative-wi]l need similar in-service training.

e) The regions will serve an average of 77 school districts
probably ranging from 36 to 100.

0nce a technique or method has been devleoped for the first
region, or the first district in a region, the succeeding efforts
of a similar nature should be able to be repeated successfully.
Since the individual regions will be installed over a two year
period, and districts within a reqion converted within an eiaghteen /
month period, a growing body of experience will be developed. The
effort necessary to properly plan, develop, .document and prepare
T in-service training will benefit all districts at a fraction of the
total cost necessary to obtain similar financial reporting capabi-
lities on an uncoordinated basis.

Task 3, "Install Systems Capabilities in MECC Regions" is the
responsibility of the individual redions with support from the
MECC central staff. Common hardware specifications, bid evaluation
and selection of the requisite software package(s) will be provided
to each region.

- The computer directories required to transiate each district's
codes into the statewide standard (part of Task 6) is a responsi-
bility of the regions. As each district will be adding and deleting

\  accounts, each district has a responsibility to maintain their own
directory.

\ “Operate Pilot Projects" Task 7 should follow a master conver-
\ sion plan but each individual pilot must be planned in detail and
| schedu]es ¢ :umented before conversions begin.
\
\ ”Jn service Training" (Task 8) requir.s that training material
‘be provided to the regions, The technical service rcnresentatives,
.computer applications analysts and programmers will have been
trained by the MECC central staff and EDS to conduct the subsequent
training within the district and region.

~ Since the plan requires conversicn of all districts in the state
to computer based financial reporting systems, the regions' pro-.
gress must he reflected in the updated implementation plan.

—r
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The technical service representative must be familiar with
the updated financial accounting manual (Task 10) for background
information in convert1ng each district's f1nanc1a1 accounting
system.

-

F. Finance Unit

Part of the responsibikities of the finance unit of the State Depart-
ment of Education is the preparation for processing warrants (checks)
sent from the State Department to the districts. In addition, the
finance unit is currently responsible for the determination of cach
" district's indirect cost rates applicable to all federal progranis
. operated by the district.

The UFRS manual should provide béth the documentation and the rieans
to: ’

1) standardize posting of district vevenues through the statewide
accounting system and

2) reduce local administrative effort for reportind both direct
program costs and financial data to compute app]1cab]e indirect
costs.

Correlation of statewide actounting system's disbursements with
districts' revenues will require controls; documentation of both manual
and automated procedures to generate the warrants' codes and descrip-
tions, This activity must be coordinated with the Information Systems
Division; various sections within the State Department that compute
various state and federal aids; and the finance unit. Chanaes in UFRS

revenue accounts and classifications and the cross reference of districts'

revenue codes to the codes and descriptions on the warrants will be
incorporated in the manual.

There are over seventy federai programs applicable to Minnesota
school districts. A1l federal programs need to be examined and class-

ified to reflect the proper application of indirect cost rates (re- ricted,

unrestricted or not applicable). This effort must be coord1nated 1
the federal programs adm1n1strator.

The finance unit's contr1but1ons are needed for Task 2, “Review
and Revise the Preliminary Manual" .and consideration shou]d be given
to include a similar cross reference (based on the existing account
structure) in Task 10, "Update Existing Financial Accounting Manual".

~n

G. State Aids, Statistics and Research\Sgption

This section has played a major role in the development of the UFRS
Preliminary Manual, is a major user of financial information and is
currently responsible for the determinations and classifications of
accounts, the annual f1nanc1a1 report and the ma1ntenance of the existing
financial accounting manual. S

The proposed UFRS Task Force includes a representative from State
Aid and Statistics., It is important that the continuity of effort to
~date be maintained.

)
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~ The revisios of the Preliminary Manual (Task 2) requires this sec-

tion's continued input in several areas. These areas include the Revenue
section, particularly general state aids, the detailed report defini-
tions as applied.to the required d1str1ct anpual financial reports, the
statutory requirements and this section'sS knowledge of the type of 1nfor—
mation requested by the legislature. .

e need to integrate financial and existing statistica’ systems
to provide various ratios for analysis and public information indicates
that this section should be involved in Task 4, "Integrate Financial
and Other Systems Reporting at the State Department”.

As a major user of reqular consolidated repcrts and because tney
have the respon51b111ty for research, this section will need to be
involved in the maintenance of the computer directories indicated in
Task 6, "Establish Financial Reporting Controls".

Since this section has been involved in the current in-service
training -for superintendents and business officials on the current
annual financial report, this section should have some responsibility
for in-service training of the new manual with the same aroups of
people.

As the implemenation of the UFRS is several years in the future and
since there is a.need to update the existing financial manual, the
responsibility for Task 10 to "Update the Existing Financial Manual” 4
should be in this section.

H. Federal Programs . ¢

"Federal programs" is not a singular organization. For the pu?noseé
of this chapter, it includes the federal program coordinator and the
many federal orogram managers within the Department of Education.

This group's responsibility for Task 2, "Review and Revise the Pre-
liminary Manual" includes the list of app11cab1e federal programs,
referenced to federal catalogs; the establishment of the indirect rate
categories in conjunction with the finance unit; and assistance in
defining reports for federal pregram management and financial purposes.

The individual program managers must review the UFRS' capabilities
to critique the code structure. The UFRS system will provide most of
their reporting requirements from the "catalog" of accounts in the
Preliminary Manual.

Since the federal program area appears to be changing quite rapidiy
at this time the federal program coordinator and various proaram mana-
gers must provide any changes to be reflected in the UFRS manual.

As financial information systems users, they must be involved in
the communications aspect of Task 6, "Establish Financial Reporting
Controls",

I. Special Education

The Special Education section needs to assist in revising the
Preliminary Manual. The code structure has been established to

o3
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report expenditlures and revenues by handicapping disability. However,
additicnal report definitions are reguived.

The anticipated increase in federal aid for snecial education may
anO]VP new proqrams. Therciore, Special Eddcation must also be 1nvo1ved
in the maintenance of the Preliminary Manual.

The UFRS provides financial information relating to indirect cost
and the computation of "added" costs, As the-canability of the UFRS
becomes begtter known to Special Education, state aid reimbursenent
formulas based on indirect cost concepts currently used in federal
programs (but establishing different criteria for state base costs)
should be investigated,

The UFRS has the capability to report tuition by handicanping disa-
bility and provides greater detail for reimbursements needed for
special education cooperative type arrangements. As these capabilities
become understood, changes in the current reportina concepts are anti-
cipated.

J. Vocational Education
. o

The Vocational Education Division will also need to review the
Preliminary Manual and to incorporate necessary revisions (Task 2).
~ The UFRS has the capability to provide costs by subject matter area
within secondary, post secondary and adult vocational levels, Finan-
cial reporting on vocational education, in general, and the AVTIs in
particular, is more complex than in the elementary/secondary area. :
The first version of the Preliminary Manual will need more changes
in the vocational area to serve their needs than is anticipated by some
of uhe other user groups.

As a major user of district's proyrammatic financial information
and because of the anticipated rumber of changes necessary in the
UFRS to serve vocational education's needs, it will be improtant that
the Vocational Education Division devote a sianificant amount of time
to perform their role in Task 6, "Establish Financial Reporting Controls".

Because AVTIs pose special problems and since onu. or more AVTIs will
be operated as pilot projects, it is recommended that vocational educa-
tion provide a 1iaison person for monitoring the related pilot nrojects.
These pilot projects should also include a secondary vocational center.

K. Transportation

The Transportation sections' financial renorting requirements have
two basic characteristics. They are:

1) Direct Expenditure Reporting

The UFRS provides capabilities for a greater amount of detail
for reporting expenditures and revenues in the transportation fund.
Some simplifications have been suggested in the categories of what
w*s purchased (objects).




2) Reporting for Reimbursement Purposes

Transportation has unique problems in this particular area
since the classifications for reimbursement must be derived from
a cost system not specified in the UFRS.” In addition, extensive
statistical data to substantiate the prorations_of costs for .
ineligible pupils, K through 12 and secondary transportation costs
must be provided. These reimbursement categories are established
by state transportation aid legislation, do not relate to other
indirect expenditure classifications, and are not related to any
direct expenditures for transportation. The UFRS therefore, is
not particularly well-suited to meet these requirements.

Task 2, "Review and Revice the Preliminary Manual® needs addi-
tional work and special emphasis in the transportation area for
the reasons outlined above. -

Considerable progress has heen made in recent years to conso-
lidate the transportation recuirements with the current annual
financial report. This_effort should be continued as part of this
section's effort under Task 6 to maintain and improve the integra-

tion of financial information.
L. Schoo! Lunch

The School Lunch section is required to review and revise the Pre-
liminary Manual (Task 2). Financial information.needs of the schoo!l
lunch area may require additional effort to intearate their require-
ments into the UFRS. .

The UFRS has the potential capability to provide.a greater level
of detail for school lunch purposes (such as costs by school) but the
timing of these needs has not been established. A comnlete accounting
system has been develscped by the Department of Agriculture as a propo-
sal for the types of information that will be required from the school
lunch activity. This accounting system, being a special purpose system,
is in considerable more detail and better tailored.to the school lunch
financial requirements than the UFRS., The UFRS should, with slight
modification, provide most of the basic detail for reporting require-
ments. Reconciliation of these two proposed reporting standards and
additional systems work needs to be accomplished in this area.

As in the case of transportation, it is anticipated that a signi-
ficant amount of manual effort, other cost systems and procedures
will be necessary in the school lunch area to support their financial
reporting activity.

M. Program Man.gement and Analysis Section

This section is not a f..~~~ial information user or dirr-iiy
involved in the implementation of UFRS, This irmr'....ncation project,
however, crosses a large numhe> uf ore- :zational boundaries within
the State Department, The »r0aram mauagement activity should continue

to be involved in the tv®S planning and development,

This se-cron has been invo® d in the development and review of
thie :mplemgntat1on plan to initiate the coordination of the UFRS
wiplementation on a proqgram management basis. ‘
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N. Other Activities in the State Department

The major activities enumerated above have an input to or require-
ments for financial reporting frrom the school districts. Except

for those activities in the Department such as procurement, depart-
mental library and similar activities, it is difficult to exclude any
group of professionals within the denartment, *The dollar is-the most
common dencminator of any organization's information. needs and service
to the school districts is the major function of the State Department,
The UFRS, in providing more detail such as the subject matter area
basis, elemuntary and secondary costs by school, etc. will provide
some financial information reaardina school districts in the State of
‘Minnesota to most corganizational units.

0'

Reporting Standards Committee

The development of the Preliminary Manual has been the responsi-
bility of the Reporting Standards Committee over the last two years.
This committee, composed primarily of business managers from school
districts with automated systens, must be involved in the subsequent
pilot testing and development of the UFRS. Their exnertise in
accounting and reporting has been valuable to the development of the
Preliminary Manual. Since this committee's members are the recipients
of requests for financial information trom the State Department of
Education, their perspective on the total reporting needs exceeds

any one individual within the State Department of Education.

The committee's affort has nad and should continue to have a
favorable impact on the total implementation plan. Their most
direct input will be in Task 2, "Review and Revise the Preliminary
Manual", Task 8, "Perform.Inservice Trainina", and Task 11, “'nte-
grate Aud1t1nq Standards with the UFRS Accounting - and Report1ng
Requirements”,

P. The State Auditor

The State Auditor staff's must review, revise and/or approve the
UFRS for Minnesota schools before any such system can be adopted by
the State Department of Education.

The State Auditor's methods of auditing local school districts "
accounting processes and reporting will be significantly chanced
with the installation of the UFRS (as described in the Preliminary
Manual) for the following reasons:

1) The chanae from a cash to a modified accrual basis.

2) A multi-dimensional account structure provides areater ’ s
flexibility but also requires more account classifications
that rced verification,

3) An entirely new manual.

4) As all districts in the state will have computer based |
financial accounting and reporting systems, the state needs
to be assured that the software recommended provides adequate
audit considerations.

cl N
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5) The role of the Auditor will be increased as the Pepartment
of Fducation attemnts to reduce auditing records at the
State Department and increase rel1ance on locally audited
records.
The State Auditor's staff has not been involved to date in the
developmant of the Preliminary Manual except for supplying some
answers to a few specific questions posed by the cormittee,

»

The State Auditor shares the responsibility for Task 11,
“Integrate Auditing Standards with UFRS Accounting and Report1n0
Requirements” with the Reporting Standards Committee and will have
an input to and final approval of the Preliminary Manual (TgsP 2).

The' State Auditor will have a continuing input throuqhout the
UFRS development by part1c1pat1on in the UFRS Task Force (Task 1).

- Y
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ORGANTZATIONAL COMSIDERATIONS

A. Gengral
The deve]opmént and implementation of the UFRS éysten reGuirements,
as outlined by the major tasks, imply that some of the organizations

- responsible for performing these tasks need to consider staffing and

-

structural chan?es.

Due to the complexity and duration of the tasks outlined in this
plan, certain relationships will need to be continued between existinn
organ1zat1ons while other relationships will need to be formalized in
order to insure that the total implementation effort is continuous .and
effective.

B. The UFRS Task Force s

As indi$§¥ed under Task 1, this plan recommends the establishment
of the UFRS Task Force whose members have part-time assignments for
which they can be held accountabie to: the Task Force rhairman, and
Job def1n1t1ons}for all Task Force members that include this reauire~
ment. The Chairman of the UFRS Task Forcp should fdrma]]y evaluate
performance of assignments. %

By formally specifving assignments and holdine individuals account-
able for the performance of these assignments, the UFRS can be imple~ -
mented effectively. This mode of operaticn is superior to the esta-
blishment of a "committee" whose members have primary allegiances else-
where, are serving part-time on a voluntary basis and whose ather
operational® responsibilities will always -have first priority. Sched~
ules must be met and the plan:once adopted should not be modified
excessively or the entire ob39ct1ve might be lost in the chances.

- The membership should remain reasonab]y constant, their assian-
ments and the time devoteéd to the Task Force should be reviewed and
updated quarterly in conjunction with the UFRS implementation plan.
Allowance must be made ‘for the fact that some members will have more
time available during certain periods of the year, depending on their
other formal orcanization assignments.

The Jife of the Task Force should extend for no less that three
years nor more than four years, depending on the progress of the
implementation plan. At the end of the Task Force's lifetime, most
of the one-time problems will have bean resolved. The functions carried
on by the Task Force then can be absorbed by the reaular organizational
structure for the rmaintenance and operation of the integrated finan-
cial management system.

The ph¥sical and supporting requirements of the UFRS Task Force
would be minimal. Some provisions should be made for hookcases, a .
desk and some part-time secretarial help, all of which may be supported
in the formal organization that includes the Chairman of the Task Force.
A central place to leave messages and some means of producina the
documentation provided by the Task Force's efforts is needed.




C. Reporting Standards Committee

The reporting Standards Cormittee membership, activity to date and
future plans appear in Appendix A of this plan. The Peport1naa§tandards .
Committee, made up primarily of metropolitan: area school business offi-
cials w1th automated systems, has been meretina for a period of twe
years, These activities tan be broken intdo three phases.

1. Initial Phase \ .o,

The initial objective of the Reportinag Standards Committee was
to discuss common problems in the district's relationship to the
Department of Education for financial reporting. Durina this
period, the Department of Education was not represented The
"cormittee had originally éstablished at the recommendation of the
Director of Interqovernmenta] Services, as part of the Department
of Administration's responsibility to more fully intearate computer
reporting.capabilities amonq a]] units of government, 1nc1ud1ng
educat1on.

2. Phase 2 K

Late in 1972, Phase 2 commenced with the Nepartment's recogni-
tion of the role and benefits that this cormittee could provide to
the Department. During this time, the members met reaulariy and .
started defining the broad outlines of the account structure, .
accountinag metholoqv and general philosophy of a reporting system
that could be standardized and vet take advantage of the districts'
computer cqyahility.

During this period, the 1973 leaislature required that the
Department provide a plan for implgmentation of a system, which
closely paralleled the system the committee was developing. This
phase ended when the chairman was .reassianed within state govern-
ment, a new chairman selected and the committee resumed their
efforts.

v
Q

3. Plase 3 .

During the two previous phases, the cormittee's efforts were
hampered somewhat by the lack of:a full-time person to coordinate,
docurient and communicate some of the ideas proposed within the
Department of Education. A consultant was hired in March, 1974, |
and his resnonsibilities have béen to aid the committee in their : %

documentation, incorporate their material into the Preliminary
Manual and to create this implementation plan.

Two conclusions are presented as follows:

1. The Reporting Standards Committee, having developed the UFRS
systemn to this point, possesses a substantial hody of knowledae
and has provided beneficial services to the Department of Educa-
tion.

2. The committee continues to reoquire some staff assistance to
maintain the continuity, provide documentation and to give it
visibility w1th1n the Department of fducation.

(}ﬂ 5
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The chairman has bheen able to represent the districts' viewpoints
because he has been a school business official, The committee's
mesbership has been made up primarily from the school districts' busi-
ness officials and has met periodically, either once a month for a full
day or for half a day twice a month.. This mode of operation should |
continue. .

-~ - 5

The Reporting Standards Committee's current size and complement
have also proven effective.. A larger cormittee representina more
diverse interests would diminish its effectivenass. A smaller committee °
prebably could not adequately represent the spectrum of !"innesota
school districts. The committee has established cormunications channels
to the Department of Finance, MECC, METRO II, TIES, the State Auditor,
several other interested individuals and the State Plannina Aaency.
When the local/state budget and finance coordinator position is filled,
he should be a member of this cormittee as his role in the Task Force,
His ongoing operational role witnin the school management division {
will be greatly enhanced by exposure to the committee's considerations.

The Reporting Standards Committee has demonstrated its ability to
contribute to the UFRS as an outside, independent, volunteer aroup of
ombudsmen 0 represent school districts' interests and therefore
shouid be. continued. It is not recommended that the cormittee be
expanded to include school superintendents or other people within the
Department of Education, An increase in size may decrease its effec-
tiveness. The primary thrust should continue to be the reduction of
the administrative burden within the school districts as related to
their total financial information reportina reouirements.

e = A = L PR e LT P

D. Educational Data Systems Section

The Educational Nata Systems (EDS) SectionE the service organiza-
tion within the Nepartment of Education for corbuter processing, has
a significant role in the developrent of the UFRS.

This section's tasks in the UFRS implementation have heen outlined
in Chapter 1II. Its present staff is involved in the maintenance and
refinement of other statistical systems such as the Fall Report, the
Personnel Assianment System and the C/D/S File. A consicerable amount
of their current effort is.devoted to producing reports on their
current data hase. Processing financial data'in the present annu 1
financial report is one of their high priority projects. The needs
of the Department for pupil and financial accountina systems must
also be analvzed, dev~loped and made operational. The UFRS Prelimin-
ary Manual provides a starting point in detailing the Department's
financial information neéeds.

The UFRS implementation will have two basic affects on EDS,
1. Short Term

To implement the UFRS, the EDS section rust specify and modify
softvare for the MECC regional processina centers. This function,
and the associated problems arisina from intearatina the proposed
system with the existing financial and/or statistical systems,
represents a substantial increase in work load.

€5
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2. Long Term
Once the UFRS financial accountina detail becomes available,
the maintenance and developrent.of new additional reporting
requirerments using available information will expand greativ. The
history cf computer systems development indicates that initial
requirerients for information are relatively low as the user has
1ittle or no appreciation of vhat the new reports c; do for his
" operations. Once users.become aware of these capatilities, the-
computer svstems people are inundated vith reouests for more
information which requires-more work in developing new reports,
computation.of additional ratios and moressophisticated combina-
tions of data. .o
Fhe EDS section is nearing the paint where it cannot réspond, on
a timely basis, to inférmation reouests within the Departrment on the
current data base. !Meeting new and additional needs with their pre-
sent staffing, clearly indicates the need for additicnal staffinag in
the near future. ’

Financial systems tend to be more complex, and-to reauire addi-
tional skills (marticularlv in-accounting) to a greater dearee than
found in most systems people's experience. It is therefore recom-
mended that ENS staff be complemented by twe people to operate as @
team for the- development and .impiementation of the UFRS svstem. This
addition to staff is exnected to be permanept because as the inicial
deve]opnentdﬁhd one-time efforts diminish, the onaoing work of hatter
serving their information users will expand.

. E. "School Management Services

F. Regional Processing Centers' ’

This diwvision is currently a paper organization only and was
created in part to better serve the Department's responsibilities to
the districts for financial and business type operations. Certain
functioning units do exist which will be inteqrateg‘intoﬁfpjs division,

In many respects it should be easier to establish the reauirements -
for HIFRS in a new organization than in an oraanization that has alreadyv
built up an operational work load. As this division will be the
primary unit for the communication of financial information reportina

. reauirements to the district, and responsible with the Education Pata

Systems for the development and operations of the UFRS, it is manda-
tory that-thisdivision re-examine its staffina requirements with.
respect to the development and implementation of the UFRS for its
first three_ years. —_ //~\> - .

k3

This section will erphasize the organizational considerations of
the fivé new out-state regional processing centers, The other two

reqgions, TIES and METRO II, have been already established, have a

different scope of problems but have sufficient experience and exper-
tise to handle the impact of the UFRS on their oraanization and’member
districts with 1ittle outside assistance. &

\ .
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The gxperiences of both NETRO II and TIES ‘can be utilized to assist
in recormending oraanization structuré, ‘staffing, schedules, methods
dnd procedures for the five out- state districts. The conversion of
their individual member districts by the out-state reaions will te
similar to that experienced by TIES. Preblems relating to installation
of the computer software and other technical- considerat1ons will.be
similar to those faced by METRO II.

There W111 be many individual differences ‘between the’ reaions. due
to the regions! and member districts! boards, individuals' attitudes,
interest, experienece and reqional political considerations., However,
the npnpral managerment reauirements and technical staffing cons1ﬁbra-
tions should provide a cormon denominator amona out-state req1ons.

£

The basic organization structure and individual position descrip-
tions reauired in the reaional proceézinq centers will be similar,
There will be different numbers of pebple reauired at the Jover levels
for input contyol, data entrv and operations. , .
” - -

Other. functions necessary to allow the regions to perform their
éntire spectrum of activity, including applications in computer ,
assisted instruction, personnel/payroll, student and staff accountina,
scheduling, etc. are not proper]y a part of the UFRS 1mp]emontat1bn

-plan.

Successfu] implementation and maintenance of a computer based
financial management system such as the UFRS, requires a composite of
individual-skills. The knowledaqe “and bachrounﬁ required (in differ-
ent mixes for different positions) include that of public school
accountino and computer systems,

Three tvpes of poq1t1ons (with arbitrarily.assigned descriptive
titles) .appear essent1a1 in the out-state regions and are described,
as follows:

1. Accounting and Finance Consultant

This position should te filled bv a hichlv competent individ-
ual with a school district business hackaround who has some
familiarity with similar computer systems. His experience and
tra1n1nn should have been primarily in the accountina and finange
area. Prior,to and during the conversion of each and everv district,
it is recommended that such an individual be available, within each
reqion. DNurina each and every conversion, toh]enq will arise
involving account classifications, establishment of controis,
accounting procedure changes, etc, which reiuire cormuniication
with individual business managers or accountants. It is imprac-
ticable to fully document the answers to all ouestions that will
arise, Hor is it nracticable to expect ong or two individuals at
the stata level to be accessible or ava11a§1e to ansver auestions

in 500 districts and reportina units over a two and a half vear-

period. This individual would be the req1ona1 counterpart of the

local/state budget and finance coord1nator in the School Manane-
. menit Services Nivision of the DNepartment of Fducation. .




. ?
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2. Technical Services Représentative

Thgse individuals would be assianed in sufficient numbers to
o v each reqgional office to serve member districts. Thev would traye]*
to and work with the *individual school districts on their conver-.
sions, Their account1nq expertise would not need to be.as exten~
sive as the accounfing and finance consultant's but they should
be ahle to handle basic accounting and financial ceustions. They
would require more computer systeris' expertise than the consultant -
. in that they should be ahle to understand and.explain detailed
) operations of the input/output functions, systems control and be
aware of file structures and svstems loaic sufficiently to be able
to prevent computér operations problems. ‘

1
[

Since the regional processing centers will be serving their
member districts in\several other application areas, the technical
. service represen’-tives must also be knowledgeable in these other
2 application areas. At least two Technical Service representatives’
- wi.11 be required in-each region dur1nq the conver51on period to

devote most of their time tqfthe UFRS implementation. As other
applications are developed and the UFRS implementation progresses,
more of their time can be devoted to- -other appiication areas. \ g

A

"~ 3. Financial Computgn,Systéms Analyst .
. ) -

This individudl's primary expertise would be in the computer
systems area, " He_should ‘have had sufficient experience with gener-~
al accounting to be able to cormunicate technical svstems consi-
derations (in terms comprehensible to the technical service repre-
sentative and the accounting and finance consultant) and to commu-
nicate accounting needs for .software modifications into programming
specifications. .

The rate at which the 1rplementatLon of the UFRS prooresses, the

accuracy with which the conversions.are made and the validitv of the

- 1 financial information provided for the first several years is hiahly
! dependent on accomp]ishing the tasbs of the positions described.

Other educau1ona1 1nformat1on svstems, such as pupil renort1nn
. staff accounting and computer assisted instruction, can be aﬁnnaatoly%
established and maintained by a team consisting of professional educa-
. tors and expert programmers. This is not the case in irplemeritinu a
- s financial -managerent svstem. :
(A4

: . G, Recrditing and Staff3qimina . . >

‘ Plans for establishing computer installations cannot he based on
the assumption that everythino necessary will be in place on the same

. day, for example, the first day of ,the accounting vear. The delivery

R of physical computing devwces, softvare, documentat1on, site availabi-
lity, etc. are much more predictable than the acauisition of the teorle
necessary to staff these new installations. Tdo often money paid out
for rent or invested in physical assets is wasted and/or unused, waitina
for-the necessarv:staff. [

v | ‘ : ~
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These factors, particularly the recruitment of staff with certain
exneriences and backarounds as outlined ahove, will be more important

for the out-state reaions than have been experienced bv TIES and METRO II.

The needed expert1se, particularly in the computer systems area, tends
to conaregate in the Twin Cities metronolitan area and not out-state.
It may be advisable to cormence recruiting months in advance of the
actual need and, in somp cases, hire individuals for specific reaions
long hefore the hardware svstems necessary are in place to obtain the
the experienced people necessary. Some trainina and orqanizina tasks

“re not dependent on hardvare, Individuals assigned to.out-state

zgqions can be provided trainina at TIES or I'ETRO II to s1nu1ate -actual
exper iences until the new site is operational.

sg“"
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VI. IMPLEMENTATION TIMING \
A. Summary

The implementation of the Uniform Financial Reporting System for Minnesota
school districts (UFRS) will reguire four to five years. Figure VI-1 "Pro-
ppsed Implementation Timing" (See Page VI-5) indicates the time required tu
complete the eleven (11) tasks defined. L

The "sStatewide UFRS Availability" at the bottom of the page indicates the
time that all districts and reporting t:iits in the state will have been - - -
conyerted to the new accounting and reporting standard to enable statewide
summaries by school, proqram category, and instructional level. Two al-

" ternative beqginning dates are shown as Option 1 and Option 2.

. /
-~ -Option 1, August, 1978, the earliest possible time/, has several built-in
assumptions. For examp]ea Option 1 requires that all districts, not con-
verted at the end of the 1976-77 fiscal year, will be converted early in the
1977-78 year and that their year-to-date financial "history" be converted
to the’ new syvstem during the 1977- 78 year.. * Prior to conversion, these
remaining districts will perform account1ng and process1na manually on their
old system. At the time of conversion, amounts in the existing accounts
will be pro-rated to provide costs and revenues by school and by program
category. These estimates, done after the fact, could be rough. 0On a
statewIde basis, the aggregate emounts should not be in any meaningful
error, as the larger d1str1cts with the substantial dollar amounts, will
have been converted gr1o to the 1977-78 year. and these amounts are. a:sum»
ed to be relatjvely accurah

/
Option 2, Auqust 1979, is tue most likely da& . This allows for some
slippage in the conversion—of the out-state regions and allgw: al] distrficts
(including those converted in1977-78) to have one full year of opcration
before reporting to the state on the UFRS stancard. This option does not
require the conversiop of history of any district, as all districts are
scheduled to be converted during the prior;year.

The decision as to which or~ion will prove practicable wi:! not need to
- be made until late in\1976-.7
QD

In either case, all districts will continue to report on the old basis
(current financial accounts required by thn state) until all districts can
report on the UFRS bas1g\

B. Timing by Task )
(Reference: Proposed. Implementation Timing, Figure VI-1)

1. Task 1- Estab]ish\JFRS Task Force

The department should Qgitiate the UFRS Task Force with exist~
igg personnel in anticipation of legislature approval of the
UFRS plan. The Task Forie shouid remain in existence until all -

\ 70
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districts can report on the UFRS basis (August 78 or August 79).
At the end of the first reporting year, the duties of the Task
Force should be absorbed into the regular organization.

2, Task 2 - Review and Revise Preliminary Manual

The Preliminary Manual (included in this plan as Appendix B) is

the first edition which will serve as a working document for re-

view and orientation purposes during the current fiscal year.

This manual will be widely distributed for comments, corrected and
re-issued. The second edition will establish the financial accounting
and reporting standards for the Pilot Projects.

After the Pilot Projects in the first two regions have. been estab-
lished, the manual will be revised and updated. The third edition
will become the standard manual for the UFRS system. At that time,
this task wi'' terminate.. Any further necessary revisions to the
manual will .,e part of Task 6, "Establish Financial Reporting
Controls". ‘

3. Task 3 - Install Systems in-MECC Regions

This task represents the "critical path" in the entire project;
that is, all other activities can be accomplished within the time
frame of this task. This task involves the active participation
of the largest number of individuals, boards, committees and indi-
vidual districts within the MECC regions. The completion of the

_project is dependent upon the establishment and operation of all

regional MECC processing capabilities in the next biennium as
scheduled.

The first out-state region to become organized has been a.lowed

24 months to convert all member districts. The last or fifth region
has been allowed 18 months for their convegsions. This requires
dedication to a scheduled effort by the MECC E/S/V processing
centers and the member districts to install the Uniform Financial
Reporting System in all districts in the state.

Within each region, a large number of districts must be converted
during any time period. Some groups of districts must be converted
during (not at fiscal year end, which is the preferred time) the
fiscal year. Conversions must be done to minimize follow-up and
post installation problems. Post conversion problems must be
handled by the districts as the installation teams within each
region will not have time to back-track to redo a particular
district's conversion. The scheduie requires that the installa-
tion team proceed to other districts.

4. Task 4 - Integrate Financial and Other Systems at the SDE
This is a continuing task, with the bulk of the effort in the

first two years ard a maintenance effort required as other systems
become developed.

r4.4
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5. Task 5 - Develop State Level Software for UFRS Reports

The bulk of the effort will be done in the first two years. As
test data becomes available during the 1976-77 year, sample reports
can be processed from selected districts. During the 1976-78
years, the bulk of the state required reports will be developed

and thoroughly tested. In August, 1978 (option 1), or August, 13979
(option 2), ail state level software required for UFRS reports

will be in place to process every district's and reporting unit's
data. . :

6. Task 6 - Establish Financial Reporting Controls

Reporting controls will be aided by the development of a computerized
chart of accounts and the UFRS manual. Both of these devices should
be produced early in the 1975-76 yzar. During the 1975-76 year,
there will be no “controls" relating to UFRS for the state depart-
‘ment users. During the 1976-77 year, detailed procedures to control
requests for financial data will be established to become fully
effective in 1977-78.

7. Task 7 - Operate Pilot. Projects . -

The purpose of the Pilot Projects is to perform live tests on
actual districts' operation. This includes in-service training,
demonstrating the applicability of the UFRS chart of accounts, the
users manual, and othk2r documentation necessary to install the UFRS
system in all other districts.

The schedule requires the installation of the UFRS processing
capability in the seven regions. Although TIES and the METRO II
schools have similar systems, their "pilot" tests will not begin
until 1976-~77. By this time, METRO II and TIES will have con-
verted their individual districts to a newer géneration multi-
dimensional financial budgeting and accounting system to support
the UFRS reporting requirements.

Other interim or partial pilot efforts may occur in the current

year and early in 1975-76. If any out-state districts or new TIES
members install a multi-dimensional financial accounting system

before the designated pilots, these districts will be asked to use the
UFRS chart of accounts as a model, Use of the UFRS and other &
related training material in existence at that time will assist

in the development and refinement of the necessary procedures

for the designated pilot projects. Any such interim effort is
encouraged in this plan.

The installation of the hardware and software systems in the out-
state regions is critical to maintenance of the plan’s schedule.
Allowing a few districts to install the recommended software at the
earliest possible date will provide additional opportunities to test
the UFRS chart of accounts and will minimize difficulties antici-
pated in meeting the Task 3 time frame.

Yy
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8. Task 8 - Perform In-service Training

This is a continuing task. The formal part of this task will start
late in the current fiscal year with the research of existing material

and the development of material for the first pilot projects.

9. Task'9 - Update UFRS Plan’

Tnhe first update should occur after the Task Force has been )
established (Task 1) in the third quarter of this year. The plan
would be updated quarterly thereafter until the project is complete.

10." Task 10 - Update Existing Financial Manual

This task requires that parts of the existing fin%ncial manual be
re-issued and annual updates provided for each of 'the next three-
years.

1. Task 11 - Integrate Audit Standards With UFRS :
This is also a continuing effort. The. bulk of the required effort

occurs in the current fiscal year and in the first year of the next
biennium.

&C. Year I - Fiscal Year '1974-75

The following pages indicate the major tasks, and some identifiable
subtasks scheduled for the current year (first year of the implementa-
tion plan). . : ’ :
Most of the effort in the first half of the year involves completing

the Preliminary Manual for distribution, and initial efforts in the
software documentation. The second half of the year includes researching
and developing inservice training material, defining some of the state
level software, making preparations for the pilot projects and insuring
that regional software developments meet auditing requirements.

D. Year II - Fiscal Year 1975-76

The activities i ear II are organized around the hardware and soft-
ware installation ‘or the first region in first quarter, for the second
region in the third quarter, and for the fourth region in the fourth
quarter. Supporting activities involve the development, delivery and
evaluation of inservice materials and training:for the pilot installa-
tions for these regions.

At the state 1gve1, the primary emphasis will be on the continued
development of the state level software for UFRS reports and the re-
issue of the UFRS manual based on rasults from the pilot districts
for the balance of the installations.

P~y
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A
E. Year III - Fiscal Year 1976-77

From a p]annlng viewpoint, year III w111 be primarily the continuation of
efforts initiated and under way in ye@r II. Installation of the 4th
region in the first quarter and the fifth region in the second quarter
are the major efforts scheduled in the regions. .t the state level, tke
continued integration of financial and other systems requirements, and
deve]opment of state level software wi]\ continue.

At the beginning of this year, all the TIES and METRO II districts should
be capable of reporting to the state in UFRS formats for this fiscal year.
Since most other districts will not have this capability for 1 or 2 years,
and since some reporting standards must be: .maintained continuously, all
districts would report on the old ‘(non- UFRS) basis.

F. Year IV - Ficcal Year ]97%—1928

In Year IV the'remaining districts in all ou£~state regions will be
converted during the last half of the year.

During the first quarter; ali state level scftware should be tested
utilizing selected data from pilot projects from all regions.

Early in this year, a decision must be made either to convert remaining
districts financial history (requ1red for option.1) or if this .appears to
~ be impossible, not convert remaining districts f1nanc1a] h1story (option 2).

(NOTE: Option 1 would provide UFRS reporting capab1]1ty for all districts
for the fiscal year 1977-78. Option 2 would add another ye.:).

The f1nanc1a] controls should be fully established in this fiscal year

with e1ther option; that is all financial reporting required by any units

of the State Department of Education must be consistent with the catalogue of
reportable financial Subaccounis established by thekUFRS.

6.  Year V - Fiscal Year 1978-79

Year V is the last year of the transition (if option 2 is determined to
be the most feasible) or the first year that _UFRS reports are available
(if option 1 proves feasible).

The maintenance and minor development work 1nvo]ved in generating new or
additional financial reports and the continued 1ntegrat1on of the audit
requ1rements with the UFRS philosophy should be cont1nued

*
\

\ i
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VII

. cooperative effort by the consultant; the Education Date 3ystems section,

BUDGETARY COST CONSIDERATIONS

-

A. General

The purpose of this chapter of the implementation plan is to estimate
the incremental cost of continuing the implementation of the UFRS in the
current year and in the next biennium,

A1l cost itemized within this chapter are summarized in .the Depart-
m~nt of Education's regular apprgpriations request to the, 1975 Legis-
lature. This section provides further detail to those requests in-the

context of the Tasks outlined in this plan.

.
A N

The Tasks contained in the plan (see Section V) concern the design,
development and installation of the necussary procedures and computer -
software to provide the new financial reporting capability statewide.
These Tasks, for the most part, describe what must be done .in addition -
to the current]y planned financial report1ng, processing, and deveiop-
ment of an administrative data processing capability in the MECC regions.
The state curreently has a financial reporting requirement and in some
similar form this requirement will continue until the UFRS replaces the
current methods. The MECC outstate regions are planned to support
administrative Frocessing fur their member-districts in the next biennium.
The implementation plan for the UFRS merely re-directs some efforts,
necessitation some additional (or incremental) costs of implementing .
the UFRS.

Dnvelopment of these budgetary cost considerations has been a

the Program and Management Analysis section, and the MECC coordinator
of the Department of Education; the MECC ‘Assistant Director for Ad-
minstrative Service; and the Information Systems Manager for the
Education area of the Information Systems Division of the Department
of Administration. e

B. Current Fiscal Year (1974-75)
1. First Half )

Budgeted costs for the first half of the current year include
only the production cnsts of the Preliminary Manual. These funds, "
in additien to the consultant's contract for the balance of the
current year, are available within the Department's rurrent budget.
(See Figure VII-I on the following page) .

2. Second Ha]f

The costs for this period inciude the revision of the Prelim-
inary FManual incorporating changes and comments from super1ntendents
and business officials, auditors and users of financial information
within the Department of Education. (See Figure VII-I on the =
following page) '

’ These funds are not available current]y and are included in a
supplemental budget request from the Department to the 1975 Legis-

lature. .
O
“~
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1975-1977 Biennium

1. %irst Year
¢

Cost details of the tasks defined for the first year of the
¢ next biennium are ‘illustrated, by quarter, in Figure VII-2 on

S . the following two pages.
The S367,000 requested can alsc be distributed to the fb]IOwing
B - categories: ) ] -
e ' . Salaries (5 people) $ 74,000
Systems and Programming Services 79,500
Publications, material and mailing 47,000
Workshops . 35,000
 Pilot Districts Reimbursement 50,000
"~ Contracted Services 80,000
Misc, . , . ‘ 1,500 ,
" $367,000
z, Second Year
. Cost details of the tasks defined for the second:year of the
- next biennium are 111ustrated_ by quarter, on pages VII - 6,7.
Salaries (8 people) © '$123,500.
Systems and Programming Services 62,500 K
- Publications, material and mailing 15,600 - /
" Workshops 60,000 . K !
Pilot District Reimbursement - .2Q4Q 0~ -/ e
. ‘ ' Contracted Services 50,000 . i
. - Misc. 1,000
e , | $332,600
/l l/
4 g 4/
/
/
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1977-79 Biennium
1. Genega]

> Estimating costs related to the UFRS-implementation for the
biennium after next must necessarily be based on a laraer number
of assumptions than used in the current year and next biennium.
A number of policy questions must be formulated and resolved.

.

The first regional computer cooperative was largely a voluntary

effort by a number of districts-with 1ittle state financial support

(TIES), METRO II has had state support for the development and -
start up costs of the new >ystems which, once onerational can pro-
vide a. higher level of service.at lower costs to the member districts..
The five outstate reg1ons are in effect heing subsidized by the
current MECC budget (without the UFRS costs enumerated herein) and

to a higher level if that portion of the implementation cos®s are
included.

-

The state cannot depend entirely on voluntary participation* by
individual districts to implement the UFRS, the following events
are likely to.happen between now and 1978 because .

a) Some districts, adm1n1stratons or boards for budgetary ‘or
‘other reasons, will decide that the benefits of implementing
the UFRS would never warrent the cost to their district.

b) Some districts administrators or boards will decide, for
" other than financial reasons, to defer participation in the
UFRS for several more” years.

¢) Al districts currently using automated financial accountina
and reporting systems and most other districts in the state will
be operational but still would riot benefit fully because the state
reporting standards will not have been charnged.

d) The State Department of Education will have to decide
whether or noc to permit two standards of financial reporting
and be able to provide state wide summaries only on the lowest
common denominator available (similar to the current status).

- The maximum benefits of a new uniform financial reporting =~
standard to most of the districts, the State Department of Educa-
tion and the state as a whole will occur only when all districts in all
regions can report on the UFRS bas¥s, -

The Department of Education should consider financial subsidies
for operation and maintenance of the mandatory UFRS, The finan--
cial support could be granted either to the district, the region or
both, As the cost of operating an automated financial management
system does not vary directly with pupil colnt, a formula including
the fixed costs of maintaining files and a variab]e component based
on transactions or activity could be developed. This aid should
not bexPased on still another complek reporting.and verification
system. To insure that such financial support would be both
equitable and simple to administer, any :proposed formula/method
should have the endorsement of State Aid, Statistics and Researchs; -
Education Data Systems; MECC; TIES and METRO IT; and the Repor lnq
Standards Committee. on h &
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2. Est1mated Costs, for the 1977-79 B1enn1um . .

The ent1re ph1losophy of fund1ng and budaeting for -the req1ona1
processing centers, districts costs and possible state financial.
support must be thoroughly reviewed long before this biennium. The
costs indicated beluw are based on the tasks planned for this bien-
nium on the same basis as the first biennium. 3

Most of the one-time costs related to the develonment of the
regions and initial pi]ot projects fall in the first biennium and
are therefore declining in-this period. That part of the total
operating. cost represented by processing an ever increasing number
of districts will increase, as will the total salaries (12 month
payroll for all personnel).

The increméntal costs for development of the UFRS are rstimated -
as follows:

.

N .
1977-78 1978r79 TOTAL
< R ¥
Salaries (8 people) . $132,000 5140 000 $172,000
_ Systems and Programming " . 50,000 50000 1005000
Publications, material and mailing 10,000 10 000 20,000
HWorkshops © 25,000 25,000 50,000
Contracted Services 40,000 30,000 70,000
Production of State Reports : -0- 35,000 35,000

‘ $257,000  $290,000  $547,000
UFRS Operational Costs (Regional Processing) , - FE

Cost determination (or pricing) of on-going operationél costs for

a system like UFRS is difficult because:

1. Existing administrative proceSS1na centers (TIES, the METRO II !
districts, Duluth and’ Rochester) run many programs and applications.
These costs are not readily identifiable by application {such as
financial processing), are not collected, accounted for or "billed"
to ultimate users. T .

-

2. Cormmercial service bureaus who must price their services are
not known to provide service compara bie to the UFRS, at least in-
Minnesota. :

2

" The best estimate of a state wide average cost is based on the
fo]]ow1ng assumptions.

Y

1. A federa?]y funded project im Texas (now defunct because of the
sudden withdrawal of federal support) was charging a reported 52 00/
pupil for & very similar financial accounting service. g .

2.- TIES current charres are a“flat $8.00 per pupil which covers
all -functional areas, whether a particular district utilizes all
available capabilities or not. Assumirig that approximately 20%
of the total cost is related to the Financial Budgeting and
Accounting application, a cost of $1.60 per pupil is indicated.

1C0O
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Based on a cost of $2.00 per pupil {which is not a good unit of measure
for an individual district, but may average out on a state wide population)
and=an estimated 850 000 pup1ls a total operat1ng cost of $1,700,000 annually
is .derived. ° ¥ .

- . It s 11ke1y that more than half of this cost for some kind of automated
financial account1ng and reporting system will be incurred for the various
districts in the state with -or without UFRS. A further extens1on of the
assumpt1ons made to date indicated that the incremental operating cost of the
UFRS would be approximately $850,000 (or $1.00 per pupil) annually.

No offsett1ng benefits to these: gross cost estimates will be attempted
.as cost reductions or other benefits are even less tangible than the
estimates of out-of-pocket cost for the services. However, at least 35
districts have already made independent decisions regarging the cost/benefit
ratio for systems with less over-all capability without the benefit

. of a new uniform reporting standard represented by the lIFRS,

>

F. Summary

The school- d1str1cts in Minnesota already have spent, and likely will a

continue to spend, unknown (but substantial) amounts developing, install-
ing and operating automated financial management systems. The State
Department has spent, and likely will continue to .spend, ircreacing amounts
automating unmatched fragments of financial reports from M1nnesota school
d1str1rt° . < ]

The Implementation Plan has brought v1s1b111ty to the cost and work
needed to coordinate efforts that will integrate financial account1ng and
reporting in elementary, secondary and vocational education in Minnesota.

¥
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Membership and Activities of the State Reporting Stondards Committee.
. £ ) .

. +

Preface - In late 1972, a group of business officials “from local school,
. - ’ b

e

districts and several people from State agencies was formed, under the

sponsorship of the Assistant Director of Intergovernmental Services, Mr.

Al Hauer., The group was initially called the "State-Wide Program Budgeting

N >~
Reporting Standards Committee', a title which was later shortemed to State .

Financial Reporting’ Standards Committee. On Januar;'12, 1973, the éommis-f
sioner of Education, Mr. Howard B. Casmey, formally recognized the exist-

ence of this commitfée, gave his agreement to the validity of its.efforts,

°

and offered the cooper;tion of his department in achieving its objectives.

.

Membership -~ Initially, the comnittee had the following memberéhip.‘

APPENDIX A, . .

Y

NAME * POSITION - AGENCY
Ray Browne - Director of Business St. Paul Public Schools
: Affairs . .
Marvin Christenson Inf. System Manager Dept. of Administration
- Inf. Systems Div.
Bernard J. Carlson Director of Budget/ ° Minneapolis Public Schdols
- Accounting : ’ o
Roger Dizs Assistant Business ‘ Independent School Dist. 191
: . Manager s Burnsville
Walter James (Staff) Inf. Syst2ms Manager Department of Admin.
’ Inf. Systems Diy.
Don Klassy Manager of Financial Osseo‘Puﬁiic Schools }
Affairs . p |
Ronald Laliberte Administrative Services Minnesota Department of ﬂ}
Director Education |
Gerry Mussak Project Manager TIES .
Phil Teschendorf ~ Budget Director : In&ependent School Dist. 709
‘ “ ’ Duluth, Minnesota "
Duane Sours Manager of Financial = Independent School Dist. 281
Services 102 Robbinsdale, Minnesota

’
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In addition, Mr. Hauer sat with the committee’ and acted a& its chairman/

.

coordinator. ?

- .

Activitifs - During the early period of its existence, the committee wrote
———— : . R

2 .

,a mission statement, whicq defined in general terms the goals and objec-

. tives 'of the group's effort. Paraphrased, the mission of the committee - *

was stated as follogs: "To provide a proposal for a reporting format which

<& v

.
[}

of programs,'and classifications and defiﬁitions of expenditure accounts.

-

Standard account code structures will be developed, with thegse structures

- » .

being oriented toward program budgeting and accounting. Couﬁterpart struc-

+
.

- tures and definitions for revenues wiil be developed and the committee will

[N

Y \ : .
propose a set of general ledger accounts and definitions." -
g ‘ ' .
Since this mission statement was ﬁérst articulated, it has been gxpanded

to include the development of modified accrual syétems of accounting and
. ¢

reporting, the writing of a Uniform Financial Reporting System manual, and

-
-

the writing of a new State Educational Accounting Marnual.

e

For about a year, the'%pmmiptee met perfodically. At these meetings,
“ 4 .

the usual procedure was for designated members to submit written material

covering assigned sections of the proposed manual. The materials were tlien

discussed in detail by the members, and consensusg reached on the contents'

acceptability; . : ’
After a number of- months, it became apparent fhatvprqgress'toward the
committee's goéls was not vefy satisfactory for several reasons: (1) All
o% the mgéZers served on a vol&ntéer basis with primary responsibilities to
their job$ in their home districts gr agencies. (2) Several cha;ges in
N
personnel (actually ;;t reductions in effective membership) occurred because

the individuals concerned took'pea pdsitions in state or local agencies.

(3) The committee structure was not ideally suited to accomplishmerit of its

Sy
103 -

-

* : . . .
will intlude standard definitions of the major, categories of expense, definition

g
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" full-time consulgant, Mr,/%on Moif} was made available for the purpose of

* . - -~
- . . /
Al * ~ B -
jeJ i . -~
< .

A :
- » - -

work. (4) The committee had no, adcess to any kind of staff time or,

v

services on a regulal or continuing basis which meant that progress toward

>

producing any kind of tangible d/cumentation of ité efforts was ﬁinimal.

(<>
. ,

During the late summer or fall ¢f 1973, the committee effectively ceased

<

. to operate.
,63

In February 1974, Mr. Da Qfagraﬁ, of the State Department. gf Admiuf—

'stration called a meeting of ‘the committee including several people not *

previously members of the gfoup. At thdt meeting, plans were drawn for

+
ey L !

- /
continuation of committee ®fforts. Also, the Department of Eduqation's

L

14 °
dpcumeqbing all committeé action and writing a manual for the: Uniform

Ld
. AL A Fi A
I

Financial *Reporting sjsigm. Under this restructured organization, the
group made substantialfproéress. Since October 1974,.the initialAdraft
of the UFRS Manual hds been ready for publicatiomr and submission to ’{;
. < A .
various interested groups. . . . . -
/

/
/
> "

’

Future Efforts - It is expected that the committee will cedtinue its exis-

.
rd ’

?
. A .
tence for several years, carrying on in its role as a "sounding board" to

react to various future proposals, as a medium for coordinating the neces~

Eary'efforts in at least two revisions of the draft manual, assisting in

k] & - - g
production of a new State Accounting Manual for schdols, helping in the in-~

7
stallation of new standards and procedures at the schHool districts, and

-’

assisting in the needed coordination with the state-wide educational tom-

-

puter consortium. A greét deal of in~s8rvicé training in new methods will
be needed, and it is anticipated that the committee will assist in this work.
Efforts will also be needed in the area of development of auditing and

reporting standards in cootdination with the State Auditor and with public -
) (-
.accounting and auditing groups. 404 ® .

>
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y Present Membership - The committee, as of Octob

\‘ membersilip: . ) : . . .
™ LN {
I.‘.xeo Bernat . . -\ State Dept. of Educatio(n *
R%ymond Brgwne ‘ . \ ) S '11:1 e‘pendent School Dist. 625° -
Fritank Janda ) - o ) . Inde;;quenvt School Dist. 625 *
Be%n‘érd J. Carlson ) ) ‘ Statg .o\t‘“\’h’{innes;ota/Dept.:'.v of Financ
Marvin Christenson Dept. ‘of‘ A\dQ./fnf. Systems Divé.' -
Roge:ar Daas - = o T ];rwxdependent g?chc;e;']: I)diét. 191
‘ - . ) V- \
Richgrd- Greer Rosey_ille Inci:epeﬁdent Schools 623
Donald Klassy ° L oL ‘(')sseo School })istri__ct
“ , s s - - . Lot
Joe Malinski - y \ z Hennepin Vocat‘]ior}al Tech.. . )
_ Ronald Moir}' . ) o Consultant to Dept. of Educ;tion )
Ray Peterson ) Independent Schtzol Dist. 477
Duane Sours ' Robbinsdale School Dist. 2281
-~ Philip Teschendorf - ° Independent schoél Dist. 709 .
Don Wahlund ‘\ Minne.apolis Pul:?lié‘Schools'
P ' ~ .
- - -
o . .

er 1974, has the following




CDS File

)

T ISD

- . C/A q. ‘- B

" state legislative and II.S. Conaressional districts..

) compute S/pup11 in a school). "

. data collection and develons information system

. of Administration who program and operate the

, Handbook II (Revised) _ The*1973 version of the federal offacé%%f edu~

“reporting from schoo] districts. v

~ State Department of Administration “and the State

GLOSSARY

Area Vocational Technical Institute. Post

Secondary public schools offering vocational ™"
trainihn.éﬁray be .associated with an elementarv/"
secordary district or may independently serve
many districts (curreﬁgly 3 "umbrella" AVTI's

in Minnesota).

Chart of Accounts. Adistina and/or description”
of financial accounts upon wh1ch f1nanc1a1 report- »
ing is based. . ) t

The County/D1str1ct/Schoe] fﬁle is.a computer
directory at the state -level used to.associate R
schools within a district and districts withi:;

-a county. Also associates sthool districts to

The CDS ‘file will also be used to co?re]ate \
statistical data with finance data (i.e. to

Electronic Data Processinc. The use of digital
computers. for proceSS1n0 auantitative (numeric)
data accordina to detailed instructions (soft-
ware). created by programfers and system ana]ystss

Education Data Systems section of the State -
Department of Education. Responsible for S
providing all computer related service to the
Department of Education. Performs analysis,

requirements. Works very glosely with the »
Information Service Divisidh of the Department

state's computing systems.

Elementary Secondafy and Vocat1ona1 General
tvpes of instruction in public schools under
Jurisd1ct|on of the Department of Education.-

cations aujdelines on financial accounting and

Information Systems Division. of the Department
of Adm1n1strat1on. Operates computers used to -
process ‘data for.the Denartment of Education
(and all other state denartments). The

division works very closely with EDS (Education
Data System) section of ‘the State Department of
Education,

Ay

Minnesota Education Computer Consortium is a
Joint power agencv formed July 1, 1973. C(onsists—
of the ,Community Colleae System, the State Colleae”
System, the tniversity of Minnesota Svstem, the

ICG
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