Fiscal 2007 Preliminary Budget Report


TABLE OF CONTENTS

1Department of Education (040)


1Mission Statement


1OVERVIEW


2City Funding


3Other Obligations


3State Funding


4Federal Funding


4Other Categorical Funding


4UNITS OF APPROPRIATION


5General Education Instruction


5Unit of Appropriation Overview


5Headcount


6January Plan Actions


7Special Education Instruction


8Funding Analysis


8Headcount


8January Plan Actions


9Regional and Citywide Instruction and Operations


9Headcount


9January Plan Actions


10Central Administration


10Funding Analysis


10Headcount


11January Plan Actions


12Charter and Contract Schools and Foster Care


12Unit of Appropriation Overview


13January Plan Actions


14Special Education Pre-K Contract Payments


14January Plan Actions


14School Safety


14Unit of Appropriation Overview


15January Plan Actions


15Fringe Benefits


16January Plan Actions


16Collective Bargaining


16Funding Analysis


16Pupil Transportation


17School Facilities


17Headcount


17School Food Services


17Headcount


17Energy and Leases


18Non-Public School and Fashion Institute of Technology Payments


18Categorical Programs


18Headcount


18State Issues and Highlights


18Campaign for Fiscal Equity


19Building Aid Changes that Benefit New York City


19Change to Private Excess Cost Aid


19Federal Issues and Highlights


19No Child Left Behind




Department of Education (040)

Mission Statement

The Department of Education (DOE or the Department) provides primary and secondary education to 1.1 million pre-kindergarten to grade 12 students in school districts within 10 regions and over 1,400 schools, and employs approximately 77,000 teachers.  DOE prepares students to meet grade level standards in reading, writing and math, and prepares high school students to pass Regents exams and to meet graduation requirements.

Funding Summary

	
	Fiscal 2006 

Adopted 
	Fiscal 2006

Modified
	Fiscal 2007 

Preliminary

	Expense Budget
	
	
	

	  City
	$5,773,199,658
	$6,084,870,942
	$6,196,359,572

	  Other Categorical
	$36,002,630
	$36,002,630
	$39,765,130

	  State
	$6,513,795,142
	$6,581,554,483
	$6,875,111,005

	  Community Development
	$5,000,000
	$5,000,000
	$5,000,000

	  Federal
	$1,807,615,205
	$1,902,578,006
	$1,752,615,206

	  Intra-City
	$8,305,726
	$8,777,077
	$7,975,434

	Total
	$14,143,918,361
	$14,618,783,138
	$14,876,826,347

	Other Obligations
	
	
	

	  Pension Costs
	$1,546,127,145
	$1,245,299,538
	$1,530,138,286

	  Debt Service
	$822,512,698
	$775,980,489
	$961,968,064

	Total with Obligations
	$16,513,763,014
	$16,640,063,165
	$17,368,932,697


Headcount

	
	Fiscal 2006 

Adopted
	12/31/05 Actual
	06/30/06

Forecast
	Fiscal 2007 

Preliminary

	Pedagogical
	109,591
	109,027
	109,191
	109,591

	Non-Pedagogical
	9,952
	10,252
	9,959
	9,959

	Total
	119,543
	119,279
	119,150
	119,550


OVERVIEW

This briefing document evaluates the Department of Education’s budget in the context of the City’s overall budget.  Because the Department of Education’s budget is so large and contains so many components, often there are more useful reports such as the School-based budget reports to determine individual school spending or to pinpoint spending in specific areas such as professional development.

This document presents a review of the Department of Education’s budget by City, State, Federal and Other Categorical spending as well as spending by units of appropriation.  It describes the functions of the units of appropriation (U/A), and outlines the changes proposed in the Fiscal 2007 Preliminary Plan. 

This document also outlines important State and Federal issues that impact the Department’s budget and provides trend analysis in key areas.  

City Funding

There is an overall increase of $98.5 million in City funds in Fiscal 2007, much of which is due to the increased costs associated with new charter schools and with increased enrollment in In-State and Out-of-State Contract Schools.  (See page 12.)  The proposed City funding for Fiscal 2007 is $6.2 billion.  

	FIVE-YEAR CITY FUNDING

	Fiscal Year
	Fiscal 2003 

Year-End Close
	Fiscal 2004 

Year-End Close
	Fiscal 2005 

Year-End Close
	Fiscal 2006 Modified Budget
	Fiscal 2007 Preliminary Budget

	City 
	$5,133,190,800
	$5,464,381,600
	$5,551,279,600
	$6,193,574,201
	$6,196,359,572


In the four years since Mayor Bloomberg was granted mayoral control, overall funding to the Department has increased by $1.1 billion.  When comparing the Fiscal 2003 Year-End Close to the Fiscal 2006 Modified Budget, city funding has increased by approximately 21 percent.  

Despite the changes in the Maintenance of Effort Provision instituted at the time mayoral control took effect, the City’s allocation to education has not decreased.  The provision requires that City funds for education shall not be less than the appropriation for the previous fiscal year, unless the total City tax levy budget is less than the previous year.  In the case of an overall budget drop, City funds to education may be reduced by up to the same percentage as the overall decrease in City funding.

	New York City’s Maintenance of Effort

	
	
	Potential Funding Reduction

If City Budget Decreases by:

	 
	Fiscal 2007

January Plan
	3% 
	2% 
	1% 

	Total City Funding
	$36.2 billion
	$1.1 billion
	$723.8 million
	$361.9 million

	Total City Funding for DOE
	$6.2 billion
	$185.9 million
	$123.9 million
	$62 million


The above chart indicates how much the Mayor could reduce the Department’s budget if the City’s revenues decreased by a certain percentage.  While the Administration has continued to focus its attention on education, additional city funding has remained available.  However, as the City faces huge budget gaps in the future, it is important to track education spending and to be aware of when and how the education budget may decrease. 

Other Obligations 

Other obligations include the DOE’s pension and debt service costs.  When adding pension and debt service costs to the Department’s expense budget, the City’s proposed obligation to education in Fiscal 2007 is $17.4 billion. 

State Funding 
There is an overall increase of $40 million in Fiscal 2007, much of which is an increase in special education Pre-K tuition.  The State allocation does not include either an expense or capital spending increase in response to the Campaign for Fiscal Equity court ruling, which the Governor is appealing. 

Despite New York City’s needs, its allocation historically has been between 36 and 38 percent of the State’s total allocation for education.  New York has received a similar level of support over the past several years despite the Council’s and Mayor’s efforts to base the City’s allocation on its needs rather than enrollment.  In the Governor’s Executive 2006-07 Budget, the percentages are the same.

	State Aid Compared to City’s Share of Public Education Enrollment 

(in billions)

	State Aid 
	2001-02
	2002-03
	2003-04
	2004-05
	2005-06 

Projection

	NYS
	$14,191
	$14,642
	$14,417
	$15,337
	$16,315

	NYC
	$5,252
	$5,453
	$5,334
	$5,789
	$6,198

	% of NYS Enrollment
	37%
	37%
	37%
	38%
	38%

	NYC % of NYS $
	37.0%
	36.5%
	36.5%
	36.5%
	36.7%


*Enrollment does not include Pre-K and Charter School enrollment.

Source: New York State Division of the Budget Education Unit
This pattern underscores the Campaign for Fiscal Equity’s case that the State owes the City billions of dollars because State funding has been fundamentally inadequate. Despite the increase in the average per pupil expenditure for New York City, more funding is needed to ensure that students meet the State’s testing requirements.  The State’s unwillingness to allocate funding beyond a ratio of New York City’s student enrollment verses New York State’s will continue to shortchange New York City’s children.

The Per Pupil Expenditures table below tracks per pupil spending in the City from Fiscal 2000 to Fiscal 2004 and shows the percentage of spending funded by the state.  New York City is one of the so-called “Big 5” school districts in New York State, which are the five largest districts in terms of enrollment.  Per pupil expenditures and the State revenue share in Fiscal 2004 for the other four districts in the Big 5 were as follows: Buffalo $12,201 per student and 71 percent; Rochester $12,552 per student and 64 percent; Syracuse $11,074 per student and 66 percent; and Yonkers $15,777 per student and 64 percent.  Among the Big 5, New York City has the lowest percentage of it revenues from the State, and only Syracuse spends less per student.  The State uses a formula that considers income, property values and school attendance in determining each district’s state revenue share.  Despite being a high need district, the relative wealth of New York City’s population and it high property values leave the City with a low revenue share.  It may be argued that the State’s funding formula does not adequately consider need.  

	PER PUPIL EXPENDITURES

	Fiscal Year
	Fiscal 2000 
	Fiscal 2001
	Fiscal 2002 
	Fiscal 2003 
	Fiscal 2004

	NYC Per Pupil Expenditure
	$8,934
	$9,623
	$10,469
	$11,474
	$11,627

	State Revenue Share for NYC
	44%
	44%
	44%
	48%
	51%


Source: New York State: The State of Learning; Statistical Profiles of Public School Districts

Federal Funding

Overall, there is a funding decrease of $55.5 million is Fiscal 2007.  This decrease in federal funding is the result of Medicaid disallowances that now must be funded by city tax levy dollars.  (A further explanation of this reduction can be found under “Special Education Instruction” on page 7.)

	FEDERAL FUNDING

	Fiscal Year
	Fiscal 2003 

Year-End Close
	Fiscal 2004 Year-End Close
	Fiscal 2005 

Year-End Close
	Fiscal 2006 Modified Budget
	Fiscal 2007 Preliminary Budget

	Federal 
	$1,662,376,800
	$1,775,807,400
	$1,920,180,400
	$1,852,578,006
	$1,757,615,206


Federal funding has increased by $190.2 million since Fiscal 2003 as compared to the Department’s current modified budget.  However, the projected Fiscal 2007 budget is $95 million less than the current modified.  Moreover, federal funding to New York City has not been sufficient in light of the mandates of the No Child Left Behind Act (NCLB).  Under NCLB, New York City must provide transportation for students who choose to change schools and provide tutoring for those students who need it.  However, federal funding to New York City has not kept pace with the Department’s NCLB-related expenditures and the City is required to make up for the shortfall.  The Administration has estimated that federal funding would increase by $684 million in Fiscal 2007 and the out years if NCLB-related costs were fully reimbursed by the federal government.

Other Categorical Funding

The projected Fiscal 2007 budget for Other Categorical Funding totals $39.8 million, which is $3.8 million greater than the current budget for Fiscal 2006.  This funding includes private grants, supplemental welfare benefits, non-resident tuition, School Construction Authority support, and retirement system (BERS) funds.

UNITS OF APPROPRIATION

The operating budget of an agency is structured into several levels, each of which provides varying levels of detail on an agency’s spending plans. The unit of appropriation (“U/A”) is the most basic level of detail within an agency’s operating budget.  U/As are essentially the building blocks of the City’s Expense Budget.  It is at this level that the Council adopts the City’s Expense Budget.  The City Charter requires that U/As represent the amount appropriated for personal services (i.e. salaries) or Other Than Personal Services (i.e. supplies) for a particular program, purpose, activity or institution.  What follows is a description of the DOE’s U/A structure and related January 2006 Financial Plan actions.  

General Education Instruction

	UA #
	U/A Name
	Fiscal 2006

Adopted

Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary Budget
	Percent 

Change Since Adoption

	401
	GE Instruction & School Leadership-PS
	$4,076,415,366  
	$4,408,790,420  
	$4,537,072,314  
	11.30%

	402
	GE Instruction & School Leadership-OTPS
	$470,104,426  
	$470,200,426  
	$451,373,930  
	-3.98%

	
	Total
	$4,546,519,792  
	$4,878,990,846  
	$4,988,446,244  
	9.72%


Funding in these units of appropriation provides for direct general education instruction, school supervision and instructional support services including professional development, parent coordinators, math and literacy coaches, etc., for elementary, middle and high school.  Also included are funds for high school vocational schools, alternative schools, career education, school correction facilities and off-site education centers.   Funding for the universal pre-K program is included as well.

Unit of Appropriation Overview

In January 2003, Mayor Bloomberg announced the Children First initiative, which aimed to improve teaching and learning in individual schools and classrooms.  According to the Administration, the Children First agenda focuses on streamlining administration, providing books and classroom materials to support a new comprehensive curriculum, providing math and literacy coaches in every school, increasing instruction time where needed, placing parent coordinators in every school to enhance parent services, improving special education, and enhancing professional development.

Over the past three fiscal years, the Department has implemented several programs under the Children First initiative with mixed reviews.  These programs include ending social promotion for third graders, creating new small schools, ending fifth grade social promotion, and expanding gifted and talented programs, early grade intervention, middle school intervention and advanced placement programs.  Funding for all these programs are included in the Fiscal 2007 Preliminary Budget and the outyears and will continue as part of the Department’s ongoing reforms.

Headcount

There are a total of 68,242 full-time and part-time employees funded in U/A 401.  There are 59,168 full-time employees, including 56,637 pedagogical employees, 1,854 education paraprofessional pedagogical employees, and 677 non-pedagogical employees.  There are 9,074 part-time employees, including 630 per diem pedagogical employees, 101 hourly administrative employees and 8,343 non-pedagogical employees.  Examples of pedagogical employees include teachers, principals, guidance counselors and school secretaries.  Examples of non-pedagogical employees include district managers, secretaries, clerical aids and analysts.

January Plan Actions

The January Plan contains a $3.9 million reduction in general education spending and the elimination of $17.7 million in Council initiatives that were restored and enhanced by the Council in the Fiscal 2006 Adopted Budget.  In addition, the January Plan contains an increase of $39.5 million in Fiscal 2006 and $28.4 million in Fiscal 2007 for collective bargaining costs.

· Elimination of Council Initiative – One-to-One in Ten.  The Council allocation $11,000 to the One-to-One in Ten program to support the maintenance and training for a laptop pilot program in community school district 3.  The program provides laptops and ancillary equipment to integrate technology and instruction to improve student achievement, teaching, parent and community involvement, and school capacity. 

· General Education Register Decline. In the January Plan, the Administration added funding for charter schools in Fiscal 2007 and the out years.  As a result, funding for general education will be reduced by $3.9 million in Fiscal 2006, Fiscal 2007 and the out years.  The projected enrollment for general education for the 2005-06 school year is 928,849, a decrease of 8,565 students or less than one percent from the 2004-05 school year.

· Elimination of Council Initiative – Teacher’s Choice. The Teacher’s Choice purchasing program, a City Council Initiative from the 1980’s, reimburses teachers, other instructional staff and principals for purchases of up to $200 for classroom supplies or equipment.  The Council restored $16 million for Teacher’s Choice and provided an additional $1.7 million in Fiscal 2006.  Funding for this initiative is in units of appropriation 402 and 422.

· Collective Bargaining Increase.  In the January Plan, the Administration adds funding in Fiscal 2006, Fiscal 2007 and the out years for collective bargaining costs associated with the recent settlement with the United Federation of Teachers (UFT).  The settlement resulted in a collective bargaining new need of $37.2 million in Fiscal 2006 and $26.1 million in Fiscal 2007.

· Collective Bargaining Increase. On November 15, 2005, the Mayor issued a Personnel Order  for a 3.1 percent pay increase effective July 01, 2005 and a one percent increase beginning July 01, 2004 for managers and other titles. To implement this order, the Department will receive a baseline increase of $2.3 million beginning in Fiscal 2006 through Fiscal 2010. 

Special Education Instruction

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of  2/6/06
	Fiscal 2007 

Preliminary

 Budget
	Percent 

Change Since Adoption

	403
	SE Instruction & School Leadership-PS
	$717,812,547  
	$779,678,394  
	$845,429,377  
	17.78%

	404
	SE Instruction & School Leadership-OTPS
	$9,735,000  
	$9,735,000  
	$9,735,000  
	0.00%

	421
	CW SE Instruction & School Leadership-PS
	$535,708,104  
	$579,777,460  
	$600,284,315  
	12.05%

	422
	CW SE Instruction & School Leadership-OTPS
	$29,395,400  
	$29,395,400  
	$21,422,400  
	-27.12%

	423
	SE Instructional Support-PS
	$146,851,792  
	$154,368,221  
	$158,169,828  
	7.71%

	424
	SE Instructional Support-OTPS
	$105,030,114  
	$105,030,114  
	$105,029,918  
	0.00%

	
	Total
	$1,544,532,957  
	$1,657,984,589  
	$1,740,070,838  
	12.66%


Funding in these units of appropriation provides for direct special education instruction, school supervision and support services for elementary, middle and high schools in resource rooms, self-contained and collaborative team classroom settings.  Also included are funds for required related services such as speech therapy and counseling.

In April 2003, pursuant to the Children First Initiative, the Mayor and the Chancellor announced special education reforms to improve services for over 140,000 special education students in New York City. During the past two years, while the Department claims that the reforms produced savings and redirected resources to train staff to return to schools to teach, advocates and parents have reported that students wait longer for evaluations and services.  

However, the Department has made changes that should benefit special education students in the near future.  The Department has altered its methodology for allocating resources among self-contained special education classes. Schools will now receive funding for special education services based on the number of self-contained and collaborative team teaching classes, rather than on the number of special education students enrolled in those classes.  The prior allocation guidelines used student to teacher rations to determine each school’s level of support.  For self-contained classes, schools were funded at a ratio of 12 special education students per special education teacher. For collaborative team-teaching classes, the funding ratio was 10 special education students per special education teacher; for general education, 14 general education students per general education teacher. Therefore, if there were fewer than 12 students in a special education class, the school would receive funding for the smaller number of students, forcing the principal to allocate resources from other places in the budget to fund the full cost of the teacher.

The Department maintains that the new methodology benefits schools with fewer special education students enrolled in self-contained and collaborative team teaching classes than the prior allocation guidelines.  Such schools will now receive adequate special education support, and principals will not have to make adjustments if the number of special education students is lower at the beginning of the school year but increases during the course of the school year as students are referred for these services.

Funding Analysis

	SPECIAL EDUCATION FUNDING

	Fiscal Year
	Fiscal 2003 

Actual
	Fiscal 2004

Actual
	Fiscal 2005

Actual
	Fiscal 2006

Plan
	Fiscal 2007

Plan

	Special Education
	$1,623,412,000
	$1,171,086,000
	$1,335,380,000
	$1,665,735,000
	$1,740,070,000


Funding for special education will grow only slightly from the Fiscal 2006 Plan of $1.67 billion to $1.74 billion in Fiscal 2007.  In Fiscal 2004 there were 80,084 special education students, which included those in the community schools districts and those in the citywide special education program.  In Fiscal 2005 there were 82,162 students, and the projection for Fiscal 2006 is 85,043.

Headcount

There are a total of 30,072 full-time and part-time employees funded in U/As 403, 421, and 423.  There are 28,966 full-time employees, including 17,180 pedagogical employees, 10,033 education paraprofessional pedagogical employees, and 1,753 non-pedagogical employees.  There are 1,106 part-time employees, including 75 per diem pedagogical employees, 142 hourly administrative employees, and 889 non-pedagogical employees.

January Plan Actions

The January Plan contains $55 million in revenue losses from Medicaid in Fiscal 2007 and the out years in these units of appropriation and the elimination of Council initiatives that were restored and enhanced by the Council in the Fiscal 2006 Adopted Budget.

· Loss of Medicaid Revenue. According to the Department, beginning in Fiscal 2006, its Medicaid reimbursements will drop by $55 million.  The New York State Department of Health conducted a corrective action review of Medicaid claims submitted by the City from 2001 to 2005 on behalf of its special education students.  The New York State Department of Health had concerns about New York City’s practices and concluded that there were errors in more than ten percent of the claims submitted. Therefore, the City would not be reimbursed for them.  

As a result, the Department has added $39 million in Fiscal 2006 and $55 million in Fiscal 2007 and the out years in City-tax levy funding to compensate for the loss of Medicaid revenue.  The new need in Fiscal 2006 is $39 million instead of $55 million because the $55 million loss in Fiscal 2006 is offset by additional state revenue of $16 million recognized in Fiscal 2006.  The Department is working to improve its claims process to increase its reimbursement rate.

· Elimination of Council Initiative - Teacher’s Choice. The Teacher's Choice purchasing program, a City Council initiative from the 1980s, reimburses teachers, other instructional staff and principals for purchases of up to $200 in classroom supplies or equipment.  The Council restored $16 million for Teacher's Choice and provided an additional $1.7 million in Fiscal 2006.  Funding for this initiative is in units of appropriation 402 and 422.

Regional and Citywide Instruction and Operations

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of 2/6/06
	Fiscal 2007 

Preliminary 

Budget
	Percent 

Change Since Adoption

	415
	Regional & CW Instruction & Operation Ad-PS
	$190,291,442  
	$210,486,431  
	$206,761,732  
	8.66%

	416
	Regional & CW Instruction & Operation Ad-OTPS
	$23,073,956  
	$23,073,956  
	$14,074,072  
	-39.00%

	
	Total
	$213,365,398  
	$233,560,387  
	$220,835,804  
	3.50%


Funding in these units of appropriation provides for administrative and operational positions in the Department’s ten learning support centers, school age and pre-school committees on special education (CSEs and CPSEs), as well as alternative high school and citywide special education learning support centers.  Also included in these units is funding for community school districts, community district education councils, parent support offices and student placement and youth and family support services offices.  This funding also provides for the six regional operation center offices.

In September 2003, DOE reorganized the central administration into six operation centers and consolidated most of the 32 community school districts’ administrative functions within 10 regional offices.  

Headcount 

There are total of 2,505 full-time and part-time employees funded in U/A 415.  There are 2,462 full-time employees, including 1,236 pedagogical employees, and 1,226 non-pedagogical employees.  There are 44 part-time employees, including 35 per diem pedagogical employees, 8 hourly administrative employees and one non-pedagogical employee.       

January Plan Actions

The January Plan contains $18 million in administrative reductions in Fiscal 2007 and the out years in these units of appropriation.

· Administrative Reductions.  In Fiscal 2007, the Department plans to implement several administrative reductions throughout the agency, resulting in a savings of $45 million in Fiscal 2007 and the out years.   The areas affected by the reductions are regional and citywide instruction and operations, and central administration.  Approximately $18 million for this initiative is reflected in these units of appropriation.  The other $27 million is reflected in U/As 453 and 454 – Central Administration.  The Department will hire an outside consultant to help it determine how to best make these reductions.  There will be no affect on the Department’s headcount at this time.

Central Administration

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary

 Budget
	Percent 

Change Since 

Adoption 

	453
	Central Administration-PS
	$155,620,370  
	$158,140,863  
	$144,896,494  
	-6.89%

	454
	Central Administration-OTPS
	$189,669,586  
	$189,988,874  
	$157,230,284  
	-17.10%

	
	Total
	$345,289,956  
	$348,129,737  
	$302,126,778  
	-12.50%


Funding in these units of appropriation provides for all aspects of administration of the Department’s activities that are included within major divisions and offices.  The Deputy Chancellor for Instruction oversees regional instructional superintendents for Pre-K through grade 12, instructional assessment and accountability, supporting offices include English language learners, funded programs, school improvement, special education arts, and parent outreach.  The Deputy Chancellor for Finance and Administration oversees all business, operational and financial support functions, including the Divisions of School Facilities, Management Information Services, Pupil Transportation, and Food Services.   The Deputy Chancellor for Operations oversees student enrollment, human resources and recruitment.  Additional central office functions include school safety, youth development and student services, special investigations, intergovernmental affairs, equal opportunity, public information, community affairs, legal services and labor relations, and the auditor general. 

Funding Analysis

	CENTRAL ADMINISTRATION SPENING

	Fiscal Year
	2001 

Actual
	2002 

Actual
	2003

Actual
	2004

Actual
	2005

Actual
	2006

Plan
	2007

Plan

	Spending
	$277,991,117
	$248,614,945
	$283,425,000
	$326,970,000
	$343,939,000
	$348,240,000
	$302,126,778


When DOE reorganized the central administration into six operation centers and consolidated most of the 32 community school districts’ administrative functions within 10 regional offices, many of the responsibilities that were considered central were moved to the regional and citywide instruction and operation units of appropriation.  

Despite the Department’s restructuring efforts and its attempts to filter significantly more funding to classrooms, spending on central administration increased between Fiscal 2005 and 2006.  Although DOE plans to decrease funding in Fiscal 2007 by $46 million through administrative and other reductions, there is a possibility that funding will increase during the year as it did in Fiscal 2006.  The Fiscal 2006 Adopted Budget for central administration was $345 million; it now stands at $348 million, a $3 million increase.  The projected spending on central administration for Fiscal 2006 is 2.4 percent of the Department’s total budget, for Fiscal 2007 it is two percent.  

Headcount

There are a total of 2,180 full-time and part-time employees funded in U/A 435.  There are 2,079 full-time employees, including 192 pedagogical employees, 28 education paraprofessional pedagogical employees, and 1,859 non-pedagogical employees.  There are 101 part-time employees, including three per diem pedagogical employees, 33 hourly administrative employees, and 65 non-pedagogical employees.   

	CENTRAL ADMINISTRATION HEADCOUNT

	Fiscal Year
	Fiscal 2001 Actual
	Fiscal 2002

Actual
	Fiscal 2003

Actual
	Fiscal 2004 Actual
	Fiscal 2005

Actual 
	Fiscal 2006 

Current

	Headcount
	1,749
	1,719
	1,332
	1,867
	2,009
	2,180


Source: Financial Status Reports – New York City Department of Education; Year End October Close Reports

When the Administration first implemented its reforms in Central Administration, the headcount dropped from 1,719 in Fiscal 2002 to 1,332 in Fiscal 2003.  However, over the next three years, it increased, with a projected headcount for Fiscal 2006 of 2,180.  The largest increases were in the Division of Human Resources and the Division of Financial Operations.  

January Plan Actions 

The January Plan contains $27 million in administrative reductions in Fiscal 2007 and the out years and the elimination of $8.2 million in Council initiatives that were restored and enhanced by the Council in the Fiscal 2006 Adopted Budget in these units of appropriation.

· Administrative Reductions. In Fiscal 2007, the Department plans to implement several administrative reductions throughout the agency, resulting in a savings of $45 million in Fiscal 2007 and the out years.   The areas affected by the reductions are regional and citywide instruction and operations and central administration.  Approximately $27 million for this initiative is reflected in these units of appropriation.  The other $18 million is reflected in U/As 415 and 416 – Regional and Citywide Instruction and Operations. 
· Elimination of Council Initiative - Principal Leadership Center. The principal leadership center provides professional development services to supervisory personnel such as assistant principals and other administrative titles.  The center also has forums, a library and other educational materials.  The Council fully restored $105,000 in Fiscal 2006 and provided an enhancement of $25,000 to the program’s baseline budget of $320,000.

· Elimination of Council Initiative - Urban Advantage – Science Initiative.  The Urban Advantage - Science Initiative partners seven science-oriented institutions with the Department of Education to provide professional development for science teachers, school and class-based resources and assist middle school students in completing state-mandated exit projects and requirements.  The Council restored $1.34 million and provided an additional $1.16 million to enhance the program in Fiscal 2006.  
· Elimination of Council Initiative – New York City Council Social Studies Initiative.     For Fiscal 2006 the City Council provided a $250,000 planning grant to the Center for Education Innovation to develop a program to partner schools with the City’s five historical societies, the South Street Seaport Museum and the American Craft Museum in a effort to enhance social studies education.
· Elimination of Council Initiative - Attendance Improvement and Dropout Prevention (AIDP). The AIDP program provides attendance improvement, dropout prevention and arts services to schools through community-based organizations.  The Council fully restored $1.34 million for the program in Fiscal 2006.

· Elimination of Council Initiative - Consortium of Worker Education. The Consortium of Worker Education is a not-for-profit organization that provides training to workers with employment challenges.  The Council fully restored $2 million in Fiscal 2006 for this initiative and provided an enhancement of $584,000.
· Elimination of Council Initiative - Computers for Youth. The Council allocated $250,000 to the Computers for Youth program to provide low-income students and their families with home computers and the training to use them.  This funding expands the program to Queens and it is estimated to serve an additional 2,000 students.
· Elimination of Council Initiative - National Foundation for Teaching Entrepreneurship. The Council allocated $510,000 to the National Foundation for Teaching Entrepreneurship program which teaches entrepreneurship to low income young people, ages 11-18, to improve their academic, business, technology and life skills.

· Elimination of Council Initiative - CEI – PEA.  The Council allocated $233,000 to the Center for Education Innovation – Public Education Association program which provides technical assistance to participating schools, such as performance assessment, technology development, leadership and budgeting.

· Elimination of Council Initiative - The Young Women’s Leadership Foundation. The Council allocated $400,000 to the Young Women’s Leadership Foundation program, which provides funding to support three single-sex public schools in East Harlem, the Bronx and Queens.

Charter and Contract Schools and Foster Care

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary

 Budget
	Percent 

Change Since 

Adoption 

	472
	Charter/Contract/Foster Care-OTPS
	$334,266,281  
	$346,266,281  
	$395,932,910  
	18.45%

	
	Total
	$334,266,281 
	$346,266,281  
	$395,932,910  
	18.45%


Funding in this unit of appropriation provides for the payments to charter schools, In-State and Out-of-State contract schools and non-resident tuition for foster care placements.

Unit of Appropriation Overview

Included in this unit of appropriation is funding for charter schools, In-State Contract schools, Out-of-State Contract schools, Carter Cases and tuition payments for foster care placement outside of New York City.  In-State Contract Schools are private schools located in New York State that contract with the Department to provide special education services to New York City children whose needs cannot be met by New York City public schools; Out-of-State Contract schools do the same.  These students attend New York State approved schools and they follow the official DOE process of special education evaluation.  Carter Cases are students with physical or developmental disabilities who attend private schools that are not necessarily New York State approved and whose parents pay the tuition costs upfront and sue the Department for reimbursement.  There are pending Carter Cases and the costs are not annualized because they are determined by court rulings.

January Plan Actions

The January Plan contains an additional $46.1 million in Fiscal 2006, Fiscal 2007 and the out years for Charter schools, In-State Contract schools and Out-of-State Contract schools in this unit of appropriation.

· Charter School Funding Increase.  During the past several years, the Administration has steadily increased the number of charter schools from 17 in Fiscal 2002 to 34 today, giving parents an alternative to public schools.  Since 2002, funding for charter schools has almost tripled, increasing by $66.8 million to current year funding of $90.5 million.

In the January Plan, the Department included plans to increase the number of charter schools from 34 to 48, adding $11.7 million in Fiscal 2006, Fiscal 2007 and the out years.  The total budget for charter schools would be $102.2 million.

	Charter Schools
	Fiscal 2002
	Fiscal 2003
	Fiscal 2004
	Fiscal 2005
	Fiscal 2006*

	Enrollment
	3,267
	4,455
	5,801
	8,183
	11,076

	Number of Charters
	17
	18
	25
	34
	48

	Total Expenditures
	$23,760,995
	$36,902,713
	$48,941,864
	$71,792,451
	$102,241,435



Projection

· In-State Contract School Funding Increase. The January Plan increased funding for In-State contract schools by $14.9 million in Fiscal 2006, 2007 and the out years.  The year-end enrollment projection for Fiscal 2006 has not been determined; however, the Department increased spending on tuition by $15.4 million between Fiscal 2005 and Fiscal 2006 for In-State contract schools.  The number of students in these schools continues to grow, as do the tuition costs.

	In-State Contract Schools*
	Fiscal 2002
	Fiscal 2003
	Fiscal 2004
	Fiscal 2005
	Fiscal 2006 Projection

	Enrollment
	4,464
	5,069
	5,492
	5,788
	N/A

	Total Expenditures
	$109,374,840
	$122,292,086
	$138,109,737
	$151,395,068
	$166,758,935


*Excluding Carter Cases

· Out-of-State Contract Schools. The January Plan increases funding for Out-of-State contract schools by $19.5 million in Fiscal 2006, 2007 and the out years.  The year-end enrollment projection for Fiscal 2006 has not been determined; however, the Department increased spending on tuition by $7.9 million between Fiscal 2005 and Fiscal 2006 for Out-of-State contract schools.  As the table below shows, spending on tuition at Out-of-State Contract schools has been steadily rising since Fiscal 2002 and has more than offset the enrollment decline experienced in Fiscal 2004.   

	Out-of-State Contract Schools
	Fiscal 2002
	Fiscal 2003
	Fiscal 2004
	Fiscal 2005
	Fiscal 2006 Projection

	Enrollment
	599
	696
	486
	836
	N/A

	Total Expenditures
	$13,482,633
	$24,787,264
	$32,785,761
	$45,100,063
	$52,999,094


Special Education Pre-K Contract Payments

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary

 Budget
	Percent 

Change Since 

Adoption 

	470
	SE Pre-K Contract Payments-OTPS
	$455,555,000  
	$455,555,000  
	$511,317,000  
	12.24%

	
	Total
	$455,555,000  
	$455,555,000  
	$511,317,000  
	12.24%


Funding in this unit of appropriation provides payments to school districts that offer special educational services, including transportation, to pre-school children.

January Plan Actions

The January Plan contains $524,000 for an increase in special education spending in this unit of appropriation.

· Special Education Pre-K Tuition Increase.  The Administration proposes to increase funding for special education pre-kindergarten schools by $524,000 in Fiscal 2006, Fiscal 2007 and the out years in anticipation of an increase in costs for special education services.  Each year, the State reimburses the City 59.5 percent of the total budget for pre-kindergarten tuition.

School Safety

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary

 Budget
	Percent 

Change Since 

Adoption 

	442
	School Safety-OTPS
	$157,787,629  
	$157,787,629  
	$169,535,193  
	7.45%

	
	Total
	$157,787,629  
	$157,787,629  
	$169,535,193  
	7.45%


Funding in this unit of appropriation provides for the OTPS needs for all school safety requirements.   The personal services costs for the school safety agents are in the New York City Police Department’s budget.  PS and OTPS funding for school safety agents are placed in this unit of appropriation and during the fiscal year, only personal services funding is transferred to the New York City Police Department through an intra-city agreement.

Unit of Appropriation Overview

According to the Fiscal 2006 Preliminary Mayor’s Management Report, during the first four months of Fiscal 2006 major felony and violent crimes in schools decreased by six percent and eight percent, respectively, due in large part to the School Safety Initiative launched in January 2004.  Major felony and violent crimes in the 11 current Impact schools were down substantially during the first four months of Fiscal 2006, decreasing 69 percent and 41 percent, respectively.  The report goes on to say that the six Impact schools that transitioned out of the Impact status this year continue to report steep declines in major felony and violent crimes.

To continue its efforts, the Department plans to increase the number of school safety agents by 286 beginning in Fiscal 2007.  With this addition, there will be approximately 4,900 school safety agents employed by the New York City Police Department.  The table below shows the number of agents since these personnel were transfer from the DOE to the Police Department.  Not included in these totals are the non-agent employees involved in school safety.  In Fiscal 2007 there will be 163 such employees.

	SCHOOL SAFETY HEADCOUNT

	Fiscal Year
	At Transfer
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007

	Headcount
	3,251
	3,265
	3,882
	4,259
	4,181
	4,181
	4,181
	4,633
	4,919


January Plan Actions

The January Plan contains $11.3 million in Fiscal 2007 and more in the outyears for additional school safety agents.  This allocation is comprised of personal services and other than personal services costs totaling $8.2 million and fringe benefits costs of $3.1 million for 286 additional agents.  

· Additional School Safety Agents.  The Administration proposes to increase funding for school safety agents by $11.3 million in Fiscal 2007, $11.4 million in Fiscal 2008, $11.5 million in Fiscal 2009 and Fiscal 2010.  Approximately $8.2 million for this initiative is reflected in the unit of appropriation.  The other $3.1 million is reflected in U/A 461 – Fringe Benefits.

Last year, the Department and the New York City Police Department added funding to hire an additional 327 school safety agents, which included 27 agents for a mobile random scanning unit, and an additional 126 school safety agents in Fiscal 2007. The mobile random scanning unit responds to schools that spike in crime. 

Fringe Benefits

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary

 Budget
	Percent 

Change Since 

Adoption 

	461
	Fringe Benefits
	$1,750,514,074  
	$1,787,804,843  
	$1,883,677,569  
	7.61%

	
	Total
	$1,750,514,074  
	$1,787,804,843  
	$1,883,677,569  
	7.61%


Funding in this unit of appropriation provides fringe benefits for all city-funded Department of Education employees, including social security, health insurance, payments to welfare funds, annuity contributions, workers’ compensation and unemployment benefits.

January Plan Actions

The January Plan contains $9.1 million in health insurance costs and the fringe benefits costs of the additional school safety agents in these units of appropriation.

· Additional School Safety Agents.   The Administration proposes to increase funding for school safety agents by $11.3 million in Fiscal 2007, $11.4 million in Fiscal 2008, $11.5 million in Fiscal 2009 and Fiscal 2010.  This funding would provide salaries and fringe benefits for 286 new school safety agents.  Approximately $3.1 million for this initiative is reflected in the unit of appropriation for fringe benefits.  The other $8.2 million is reflected in U/A 442 – School Safety OTPS. 
· Health Insurance Rate Increase.   The Administration proposes to increase funding for health insurance by $846,00 in Fiscal 2006, $6 million in Fiscal 2007, $6.5 million in Fiscal 2008, $7 million in Fiscal 2009, and $7.6 million in Fiscal 2010.  This funding reflects an increase in the composite rate from 8 percent to 8.64 percent.  The State reimburses the City for 19 percent of the total budget for health insurance costs.

Collective Bargaining

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary

 Budget
	Percent 

Change Since 

Adoption 

	491
	Collective Bargaining
	$181,416,419  
	$25,008,171  
	$24,223,609  
	-86.65%

	
	Total
	$181,416,419  
	$25,008,171  
	$24,223,609  
	-86.65%


Funding in this unit of appropriation provides a reserve to fund costs associated with collective bargaining agreements.

Funding Analysis

The dramatic decrease in collective bargaining spending between the Fiscal 2006 Adopted Budget and the Fiscal 2007 Preliminary Budget is the result of funding shifts between units of appropriations in order to allocate the collective bargaining spending to the appropriate areas, which are the personal services units of appropriations.

Pupil Transportation

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary

 Budget
	Percent 

Change Since 

Adoption 

	438
	Pupil Transportation-OTPS
	$818,298,060  
	$817,814,155  
	$836,242,060  
	2.19%

	
	Total
	$818,298,060  
	$817,814,155  
	$836,242,060  
	2.19%


Funding in this unit of appropriation provides safe, reliable and efficient transportation service for the students of New York City.  Approximately half a million students are transported each school day between home and school.  When requested (because of their condition) special education pupils receive door-to-door service on contract yellow buses.  Younger students are served by stop-to-school yellow bus service, while older pupils receive free fare passes to ride common carrier bus and train lines.

School Facilities

	UA #
	U/A Name
	Fiscal 2006

Adopted 

Budget
	Fiscal 2006

 Modified as of

2/6/06
	Fiscal 2007 

Preliminary 

Budget
	Percent 

Change Since 

Adoption 

	435
	School Facilities-PS
	$371,466,177  
	$373,452,436  
	$373,955,428  
	0.67%

	436
	School Facilities-OTPS
	$141,550,818  
	$141,550,818  
	$134,450,818  
	-5.02%

	
	Total
	$513,016,995  
	$515,003,254  
	$508,406,246  
	-0.90%


Funding in these units of appropriation provides custodial and maintenance operations of over 1,300 buildings.  This funding also allows for the purchase of supplies, materials and other services required to support custodial and maintenance operations. 

Headcount

There are a total of 1,683 full-time and part-time employees funded in the U/A 435.  There are 768 full-time employees, two hourly administrative employees, and 913 custodial non-pedagogical employees.  Examples of positions funded through U/A 435 include school plant managers, electricians, carpenters, and laborers.

School Food Services

	UA #
	U/A Name
	Fiscal 2006

Adopted 

Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary 

Budget
	Percent 

Change Since 

Adoption 

	439
	School Food Services-PS
	$176,000,263  
	$176,977,752  
	$176,758,647  
	0.43%

	440
	School Food Services-OTPS
	$155,000,000  
	$154,318,772  
	$155,000,000  
	0.00%

	
	Total
	$331,000,263  
	$331,296,524  
	$331,758,647  
	0.43%


Funding in these units of appropriation provides for the Office of School Food and Nutrition services, which serves children in the breakfast, lunch and outside school hours programs.  The majority of the children participating in the lunch program and the breakfast program receive free meals.  This funding also allows for the purchase of supplies, materials and other services required to support school food services operations. 

Headcount

There are a total of 6,083 full-time and part-time employees funded in U/A 439.  There are 1,920 full-time employees and 4,163 part-time employees.  The primary positions funded through U/A 439 are school lunch aide and food service manager.

Energy and Leases

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary

 Budget
	Percent 

Change Since 

Adoption 

	444
	Energy & Leases-OTPS
	$311,684,037 
	$327,482,957 
	$324,119,127 
	3.99%

	
	Total
	$311,684,037 
	$327,482,957 
	$324,119,127 
	3.99%


Funding in this unit of appropriation provides for light and power services under the auspices of the Department of Citywide Administrative Services (DCAS), fuel for heating and automotive purposes under the auspices of the Department of Education, and all City-funded Department of Education leases consisting of space for the community school districts, high schools, special education and central administration.

Non-Public School and Fashion Institute of Technology Payments

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of

 4/10/2005
	Fiscal 2007 

Preliminary

 Budget
	Percent Change Since Adoption

	474
	NPS & FIT Programs - OTPS
	$51,614,767
	$53,799,141
	$53,599,141
	3.84%

	
	Total
	$51,614,767
	$53,799,141
	$53,599,141
	3.84%


Funding in this unit of appropriation is pass-through funding to non-public schools for expenses like textbooks, which totals $22.8 million, and funding to the Fashion Institute of Technology  (FIT), a State University of New York school, which totals$30.8 million. 

Categorical Programs

	UA #
	U/A Name
	Fiscal 2006

Adopted

 Budget
	Fiscal 2006

 Modified as of 

2/6/06
	Fiscal 2007 

Preliminary

 Budget
	Percent 

Change Since 

Adoption 

	481
	Categorical Programs-PS
	$1,831,673,063  
	$1,924,114,311  
	$1,829,151,511  
	-0.14%

	482
	Categorical Programs-OTPS
	$757,383,670  
	$758,185,313  
	$757,383,670  
	0.00%

	
	Total
	$2,589,056,733  
	$2,682,299,624  
	$2,586,535,181  
	-0.14%


Funding for these units of appropriation come from the federal and state governments and are allocated for specific purposes.  Examples of funded programs include adult basic education, magnet schools, attendance improvement, substance abuse prevention, and dropout prevention.  Grants and awards from non-public agencies and institutions also are included in categorical programs.  Title I of the Education Consolidation and Improvement Act (ECIA) is the largest included federal program and it supports supplemental instruction in basic skills such as remedial reading and mathematics.  Title VII of the Elementary and Secondary Education Act (ESEA) provides bilingual instruction to children of limited English and eleven different languages.  Also, funds provided through the Vocational Education Act supports specialized training in a wide variety of technical skills.  

Headcount 

There are total of 1,133 full-time employees funded in U/A 481.  Specifically, there are 1,037 pedagogical employees and 96 non-pedagogical employees.  There is a wide range of positions funded in U/A 481.  Some examples include teacher, substance abuse prevention, word processor, and school psychologist.

State Issues and Highlights

Campaign for Fiscal Equity

On February 14, 2005, Justice Leland DeGrasse of the New York State Supreme Court adopted the Judicial Referees’ recommendations and ordered the State to provide an additional $5.6 billion in operating aid to be phased-in over four years and $9.2 billion in capital aid to be phased-in over five years to the New York City school district to comply with the CFE v. the State of New York ruling.  

	Expense (in 2004-05 dollars)
	
	Capital (in 2004-05 dollars)

	 
	Additional Funding NYC
	
	 
	Additional Funding NYC

	Fiscal 2006
	$1.41 billion
	
	Fiscal 2006
	$1.836 billion

	Fiscal 2007
	$2.82 billion
	
	Fiscal 2007
	$1.836 billion

	Fiscal 2008
	$4.22 billion
	
	Fiscal 2008
	$1.836 billion

	Fiscal 2009
	$5.63 billion
	
	Fiscal 2009
	$1.836 billion

	Total
	$14.08 billion
	
	Fiscal 2010
	$1.835 billion

	
	
	
	Total
	$9.179 billion


The Governor has appealed the decision, and on May 3, 2005, the State Appellate Division upheld a stay of the CFE lawsuit pending the appeal. This means that New York City schools will not receive the $1.4 billion in operating aid and the $1.8 billion in capital aid for the 2005-06 school year as recommended by the State Supreme Court.

In Fiscal 2005-06, the State granted a total of $325 million for a sound basic education.  New York City’s share was $195 million.  For 2006-07, New York City will receive $195 million again and 60 percent of a new allocation of $375 million (approximately $225 million), which is in a reserve account.  The distribution of these funds will be subject to negotiations.  The total possible allocation to New York City for 2006-07 from this funding stream is $420 million.

Building Aid Changes that Benefit New York City

There are three changes to the building aid formula that will benefit NYC and provide more targeted assistance: 1) the State will allow more outside design work; 2) the State will pay New York City 18 months after the contract has been signed; and 3) NYC will be allowed to negotiate with the lowest bidder.  The second change may result in a temporary spike in aid to New York City when implemented.
Change to Private Excess Cost Aid

The Governor has proposed to reduce the reimbursement rate for costs associated with special education children that attend private schools from 85 percent to 49 percent – the same rate that is used for special education children that attend public schools.  This would negatively impact New York City and its ability to cover the costs of services provided to these children.  Because private placements are sometimes court ordered, New York City would have to pay additional costs for services that the State will not cover. 

Federal Issues and Highlights

No Child Left Behind

The Federal No Child Left Behind Act (NCLB), adopted in 2001, changed the way Federal education aid is distributed by holding states and school districts accountable for all students’ academic achievement.  The NCLB Act mandates very high standards of achievement of all students.  According to the administration, while high standards are necessary to meet New York City children’s needs, the Federal government has not provided adequate funding, in the form of Title I funding, for school districts to meet these mandates.  The Administration has explained that the 2006 Federal budget cut Title I funding, and asserts that if Title I were fully funded in 2007 and beyond, New York City would receive an additional $684 million annually.  
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