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Department of Education (040)

Agency Operations

The Department of Education (DOE or the Department) operates 1,400 schools for close to 1.1 million children in grades pre-kindergarten through 12, and employs more than 110,000 people, including about 77,000 teachers.  The Department’s objectives include preparing all students to meet grade level standards in reading, writing and math, and high school students to pass Regents exams and meet graduation requirements.  Support services provided by the Department include transportation, breakfast and lunch, and the operation and maintenance of more than 1,400 schools.

AGENCY FUNDING OVERVIEW

For the coming year the Administration has proposed a $16.68 billion budget for the Department, $1.22 billion more than it plans to spend this year.  When education-related spending on debt service and pension costs are considered, the City’s education budget for Fiscal 2008 rises to $19.95 billion, $1.69 billion more than in Fiscal 2007.  Table 1 displays the Fiscal 2007 and 2008 budgets for the Department by revenue source and shows how much each funding source has changed since the City Council adopted the budget last June.  Pension and debt service spending included in the City budget, but not in the DOE’s agency budget, are shown to present a complete picture of the City’s annual spending related to schools.

Table 1: AGENCY FUNDING

	Agency Funding Sources
	Fiscal 2007 Adopted 

Budget
	Fiscal 2007 Current Modified

Budget
	Fiscal 2008 Preliminary Budget
	Change Since Adoption

	  City
	$6,559,637,751 
	$6,559,377,751 
	$6,968,485,102 
	$408,847,351

	  State
	$7,124,918,502 
	$7,175,550,649 
	$7,806,841,294 
	$681,922,792

	  Federal-Other
	$1,717,324,016 
	$1,783,897,055 
	$1,846,758,724 
	$129,434,708

	  Other Categorical
	$39,338,191 
	$40,874,484 
	$39,248,956 
	($89,235)

	  Community Development
	$5,000,000 
	$5,000,000 
	$5,000,000 
	$0

	  Intra-City
	$7,975,434 
	$8,267,515 
	$9,094,272 
	$1,118,838

	Total Operating Budget
	$15,454,193,894 
	$15,572,967,454 
	$16,675,428,348 
	$1,221,234,454

	Pension Costs – City Funded
	$1,732,596,121
	$1,698,463,015
	$1,970,176,499
	$237,580,378

	Debt Service – City Funded
	$1,045,287,803
	$1,021,036,219
	$1,102,249,989
	$56,962,186

	Debt Service – State Funded
	$35,610,000
	$102,360,000
	$205,280,000
	$169,670,000

	Total Other Obligations
	$2,813,493,924
	$2,821,859,234
	$3,277,706,488
	$464,212,564

	Grand Total
	$18,267,687,818
	$18,394,826,688
	$19,953,134,836
	$1,685,447,018


The City, State and federal governments fund public schools in New York City.  City and State funding comprise the bulk of the Department’s support.  City tax-levy support is not categorized or targeted at particular program areas; it is simply general operating aid.  State aid includes general operating support and a variety of categorical and targeted funding streams that are tied to particular functions, programs, and outcomes.  Federal aid is primarily linked to federal legislative initiatives, many of which limit the use of funds or tie their receipt to specific educational outcomes. Other funding sources for the DOE include intra-City funding, which is payment from other City agencies for work performed by the Department, and Other Categorical Funding, which includes private grants, supplemental welfare benefits, non-resident tuition, School Construction Authority support, and Board of Education Retirement System (BERS) funds.

City Funding

City, State and federal support for the DOE are all expected to increase in Fiscal 2008 as compared to the Adopted Budget for Fiscal 2007.  City funds will rise by $408.8 million next year.  This increase includes $117.7 million added in the January Plan to support a variety of new needs, cost increases and revenue re-estimates.  Higher personnel costs resulting from recent collective bargaining agreements with District Council 37, the United Federation of Teachers, and other unions comprise the largest component of the increase.  Collective bargaining related costs in the January Plan total $122.5 million.  Mid-year collective bargaining related spending increases total $193.6 million.  Of this amount, the Administration has added $140.5 million to the collective bargaining reserve in the DOE’s budget to fund future contract settlements with unions.  It should be noted that the Council of Supervisors and Administrator’s contract has expired and if raises for its members exceed the increase granted to DC 37 members, additional City funds would be required.

The January Plan also added City funds to support three programs introduced by the Mayor’s Poverty Commission ($2.6 million), health insurance cost increases ($19.2 million), the Multiple Pathways program ($11.4 million), and computer system upgrades ($1.3 million).  A re-estimate of State Building Aid allowed a drop of $38.8 million in City funds for DOE next year.  This should be considered along with a mid-year tax levy increase of $78.6 million that was made to maintain Building Aid in the DOE’s operating budget at the Fiscal 2006 level.  The City also added $41.3 million to the Department to replace a State aid recoupment made to pay for debt service payments on Municipal Bond bank bonds.

State and Federal Funding

The growth in State aid in the Fiscal 2008 Budget is due primarily to a higher estimate of State funding to comply with the Campaign for Fiscal Equity (“CFE”) decision.  In Fiscal 2008 the CFE revenue estimate is $723.1 million, which replaced the City’s prior estimate of $136.4 million.  New projections produced a $38.8 million increase in State Building Aid, and other revenue re-estimates raised State aid in the Fiscal 2008 budget by $37.1 million.  Federal aid increases in the January Plan include a revenue re-estimate of $60.6 million and additional support for the school food program of $13.7 million.  Federal aid will also support 18.24 percent of the UFT settlement costs.

Despite the increase in State aid that the City expects to receive in Fiscal 2008, as Table 2 shows, the share of the DOE’s operating budget supported by State aid will rise only very slightly next year.  When the total education related spending is considered the increase in State aid is even less significant.  In fact the State’s share of total education spending has dropped below its Fiscal 2003 level of 42 percent.

Table 2: BUDGET SHARES*

	
	FY2002
	FY2003
	FY2004
	FY2005
	FY2006
	FY2007
	FY2008

	Share of DOE’s Operating Budget
	
	
	
	
	
	
	

	City (inc. IC)
	40.31%
	40.00%
	41.61%
	40.60%
	42.29%
	43.17%
	41.84%

	State
	47.53%
	45.88%
	44.18%
	44.97%
	44.89%
	44.99%
	46.82%

	Federal
	11.68%
	13.24%
	13.51%
	13.84%
	12.38%
	11.55%
	11.07%

	Share of DOE’s Operating Budget, Debt Service and Pension Costs

	  City (inc. IC)
	45.21%
	44.79%
	47.85%
	48.02%
	49.97%
	50.90%
	50.23%

	  State
	43.63%
	42.22%
	39.46%
	39.36%
	38.92%
	38.99%
	40.27%

	  Federal
	10.72%
	12.18%
	12.06%
	12.11%
	10.73%
	9.86%
	9.28%

	*Source: “Department of Education FY 2008 January Plan Monitor’s Briefing Package” p. 6.  Fiscal years 2002 through 2006 are based on the official OMB close numbers for each funding source.  Fiscal years 2007 and 2008 are based on the estimates contained in the January Plan. Categorical aids and Community Development funds are not considered in estimating shares.


HEADCOUNT OVERVIEW

Despite a $1.1 billion increase in the DOE’s operating budget for Fiscal 2008 since last June, there are no significant new initiatives or programs reflected in the January Plan.  As Table 3 shows the Department’s staffing level will remain basically the same in Fiscal 2008 as it is in the current year.  In fact, there is a drop of 1,184 planned teaching positions.  This headcount drop was introduced in a prior budget plan based on falling student enrollment projections.   

Table 3: HEADCOUNT OVERVIEW

	Headcount Pedagogical
	Fiscal 2007 Adopted Budget
	Fiscal 2007 Current Modified
	Fiscal 2008 Preliminary Budget

	Pedagogical - City
	88,548 
	88,553 
	87,413 

	Pedagogical - Non-City
	21,510 
	21,510 
	21,466 

	Pedagogical Total
	110,058 
	110,063 
	108,879 

	Non-Pedagogical - City
	7,961 
	7,963 
	7,963 

	Non-Pedagogical - Non-City
	2,414 
	2,414 
	2,414 

	Non-Pedagogical Total
	10,375 
	10,377 
	10,377 

	Total Headcount
	120,433
	120,440
	119,256


AGENCY HIGHLIGHTS

While the Preliminary Budget for Fiscal 2008 presents a picture of the DOE that is quite static, introducing changes driven by routine cost increases and re-estimates, two very significant events would lead one to expect the Administration to present a budget for the coming year that looks quite different than that included in the January Plan.  These events are the Mayor’s announcement in January of a momentous plan to restructure, once again, the Department and the long anticipated resolution of the CFE case.  Also missing from the January Plan is funding for a variety of education related programs that the City Council included in the Fiscal 2007Adopted Budget.

Children First II

In January, Mayor Bloomberg announced the Children First II plan to reorganize the public school system and to introduce a new funding metric for schools.  The plan includes four key elements: Public School Empowerment, Accountability, Fair Student Funding and Teacher Excellence.  The school empowerment component is an effort to push additional decision making authority over instructional methods, funding and staffing down to the school level.  To accommodate this transition the DOE plans to dismantle the ten regional operations centers, restructure and downsize many of DOE’s administrative and support structures, and establish three new systems of school support.  Prior to the start of the coming school year every principal will chose one of the three school support models to replace the supervision and support formerly provided to schools by the regions.

In exchange for greater levels of autonomy, principals will be held accountable for their school’s and student’s performance.  The DOE has introduced new quality review procedures and student tracking measures that the Department will use to measure performance gains.  For the first time, each school will receive a Progress Report grading it on attendance, student achievement and progress, and stakeholder surveys.  Good grades will be rewarded with bonuses and additional funding; poorly performing schools will face intervention and possible replacement of leadership or closure.  

The Department has also targeted teacher tenure for reform. According to the DOE, teachers who reach the end of a three-year probationary period have been virtually guaranteed tenure.  The Department intends to require that principals make affirmative decisions about granting teachers tenure so that only effective teachers receive it.  This initiative will also introduce a peer intervention program to help struggling teachers, intensive training, and better data tracking to gauge teacher effectiveness.

The fair student-funding component of the Children First II initiative involves establishing a formula based on student characteristics to determine how to allocate City funds among schools.  The Department plans to set a base funding amount per student that would then be adjusted according to various weighting factors.  Weights might include poverty, English language learners, low test scores at school entry, special education, and other factors not yet identified.  By introducing a new funding scheme, the Department hopes to phase out the existing inequities in school budget levels, make school budgeting simpler and more transparent, and give principals more discretion over how they spend their school funds.

Campaign for Fiscal Equity

In November the New York State Court of Appeals ordered the State to provide a minimum of $1.93 billion (in 2004 dollars) in additional annual operating aid to the DOE so that the New York City public schools would become able to provide a sound basic education to its pupils.  Governor Spitzer has since proposed a State budget for 2007-08 that would increase State aid for the DOE by $639 million next year, and by $3.2 billion in 2010-11.  The State Executive Budget counts the City fund increases included over the four years of the City’s Financial Plan as additional education spending to comply with the CFE decision.  The Governor’s budget also counts $94 million of new EXCEL Building Aid that will support borrowing by the Dormitory Authority for school capital projects towards the State $639 million increase in spending on DOE operating aid. The State is double counting this $94 million as both capital aid and operating aid.

The CFE case showed that the City’s schools were deficient in three main areas: teacher quality, class sizes, and the instrumentalities of learning.  While the State Executive Budget increases spending on the DOE, it does not specifically target any of the new State aid at these areas of greatest need.  In fact, the State Executive Budget eliminates the Early Grade Class Size Reduction revenue, which has been used to lower Kindergarten through 3rd grade classes to no more than 20 students.  This revenue source, along with many others, has been rolled into the new Foundation Aid, which is unrestricted general support aid.  State aids for instrumentalities of learning such as library materials, computers, and text books are held basically flat in the Executive Budget.  Likewise, funding from the State for programs to attract, retain and support teachers is held flat.  The City’s estimate of State aid increases contained in the January Plan similarly have not been targeted at initiatives to address the deficiencies identified by the Court in CFE.  The additional aid has been scheduled in the student instruction units of appropriation.

Council Initiatives Not Restored

The Fiscal 2008 Preliminary Budget contains a $29.1 million cut to the Department’s Fiscal 2008 budget. This cut represents funding for targeted programs provided by the City Council in the Fiscal 2007 Adopted Budget but not baselined by the Mayor in the City’s Financial Plan for Fiscal 2008 and the outyears.  Some of the initiatives not funded in the Preliminary Budget for Fiscal 2008 include the following:

· Teacher’s Choice ($19,696,000).  Teacher's Choice reimburses teachers, other instructional staff and principals for purchases of classroom supplies or equipment up to $200.  

· Principal Leadership Center ($400,000).  The principal leadership center provides professional development to supervisory personnel, and offers forums, a library and other educational materials for use by DOE supervisors. 

· Urban Advantage – Science Initiative ($2,500,000).  Urban Advantage partners seven science-oriented institutions with the Department 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.  

· Attendance Improvement and Dropout Prevention ($1,340,000).  The AIDP program of the United Way contracts with community-based organizations to provide attendance improvement, dropout prevention and arts services to students and their families at high needs schools.  

· Consortium of Worker Education ($2,584,000).  The Consortium of Worker Education is a not-for-profit organization that provides training to workers with employment challenges. 

· Computers for Youth ($250,000).  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.  

· National Foundation for Teaching Entrepreneurship ($610,000).  The National Foundation for Teaching Entrepreneurship program teaches entrepreneurship to low income young people, ages 11-18, to improve their academic, business, technology and life skills.  

· The Young Women’s Leadership Foundation ($400,000).  The Council allocated $400,000 to the Young Women’s Leadership Foundation to support all girls’ public schools in East Harlem, the Bronx and Queens.

· New Visions for Public Schools ($500,000).  Through this initiative, New Visions for Public Schools funds the work of the non-profit partner organizations at New Century High Schools that lost their start-up funding during this school year.

· Peter Vallone Scholarship (FIT) ($200,000). This funding will provide $1,250 scholarships to graduates of public and private New York City high schools with a B or better grade average enrolled in the Fashion Institute of Technology.

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 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 budget by functional or programmatic area as far as can be defined by the Department’s unit of appropriation structure.  The Department’s U/As have been grouped into the following categories: Student Instruction and School Leadership; Administrative Spending; Funding for Private and Charter Schools; Fringe Benefits and Collective Bargaining; and School Support Services. Budgetary changes within each functional area between Fiscal 2007 and Fiscal 2008 are discussed, as are significant changes introduced in the January Plan.  

Unfortunately a review of the DOE’s budget by discrete programmatic area cannot be done.  For example, in order to examine spending on elementary English language arts instruction, or the Chancellor’s accountability initiative, or the universal pre-Kindergarten program the DOE’s budget would require much greater detail and accuracy than is currently in place.  In addition to DOE’s excessively large U/As, the DOE’s budget system has yet to be integrated with the City’s Financial Management System (“FMS”), which make monitoring and review of DOE’s budget extremely difficult.  

Student Instruction and School Leadership

Funding in U/A 401 and 402 support direct general education instruction, school supervision and support services such as professional development, parent coordinators, and math and literacy coaches in DOE’s elementary, middle and high schools.  Also included are funds for vocational high schools, alternative schools, career education, school correction facilities, off-site education centers and the Universal Pre-Kindergarten program.   Funding in U/A 403 and 404 pays for special education instruction and related services provided to students in DOE schools.  Direct special education instruction, school supervision and related services for severely handicapped students in District 75 schools and other settings are supported by funds in U/A 421 and 422.  U/A 423 and 424 support special education instructional services that are centrally managed such as speech and occupational therapy and nurses, as well as some evaluations.  U/A 481 and 481 contain State and federal aids provided to the DOE for myriad specific programs such as Title I, most of which support instructional services at DOE schools.

	U/A
	U/A Name
	Fiscal 2007 Adopted Budget
	Fiscal 2007 Modified as of 1/19/2007
	Fiscal 2008 Preliminary Budget
	Percent 

Change Since Adopted

	401
	GE Instruction & School Leadership-PS
	$4,908,056,950 
	$5,062,475,918 
	$5,603,331,718 
	14.17%

	402
	GE Instruction & School Leadership-OTPS
	$530,473,686 
	$556,986,870 
	$516,440,276 
	-2.65%

	403
	SE Instruction & School Leadership-PS
	$901,572,253 
	$950,514,801 
	$1,056,086,275 
	17.14%

	404
	SE Instruction & School Leadership-OTPS
	$10,192,000 
	$10,192,000 
	$10,473,582 
	2.76%

	421
	CW SE Instruction & School Leadership-PS
	$611,393,489 
	$632,992,989 
	$648,726,705 
	6.11%

	422
	CW SE Instruct. & School Leadership-OTPS
	$25,138,400 
	$25,138,400 
	$21,742,400 
	-13.51%

	423
	SE Instructional Support-PS
	$161,459,529 
	$161,459,529 
	$165,367,596 
	2.42%

	424
	SE Instructional Support-OTPS
	$125,029,918 
	$125,029,918 
	$125,029,918 
	0.00%

	481
	Categorical Programs-PS
	$1,355,522,029 
	$1,338,627,214 
	$1,331,012,623 
	-1.81%

	482
	Categorical Programs-OTPS
	$783,451,372 
	$650,678,195 
	$651,560,089 
	-16.83%

	
	                                      Total
	$9,412,289,626 
	$9,514,095,834 
	$10,129,771,182 
	7.62%


Funding Analysis

Instruction and services for children enrolled in public schools will cost approximately $10.1 billion next year, just under one fifth of the City’s entire budget.  The City estimates that 974,039 children will attend DOE schools in Fiscal 2008.  Considering only the Department’s school based spending presented in the above table, the average DOE spending per pupil will be $10,400 in Fiscal 2008.  This average does not include the DOE’s administrative costs or spending on support services such as food, bussing, and building maintenance.  Personnel costs associated only with general education instruction in public schools approach a tenth of all City spending.  Special education instruction and services for the almost 90,000 special education students will cost more than $2 billion next year.

The DOE’s Fiscal 2008 budget for school based instruction and services for general and special education students is projected to grow by 7.6 percent or $717.5 million over the Fiscal 2007 Adopted Budget.  The expected infusion of State aid for CFE is responsible for most of the increase in school-based spending. All of the additional CFE aid, totaling $586.7 million in the Preliminary Budget, has been scheduled in U/As 401, 402, 403, and 404.  As discussed earlier, the January Plan, while recognizing additional State aid for CFE, does not introduce a specific plan for targeting CFE spending at the deficiencies of the public schools recognized by the CFE Court. 

Increased personnel costs contained in recent collective bargaining agreements also drive the budget growth.  As the table above shows, all of the personnel services U/As will increase in Fiscal 2008 except for the categorical aid U/A. The January Plan added $104 million in City funds and $49.6 million in federal funds to cover the costs associated with recent collective bargaining agreements with the UFT and other unions. 

Several other actions in the January Plan are scheduled in the school-based units of appropriation.  A total of $11.4 million is added to U/A 402 in Fiscal 2008 and the outyears of the plan for expansion of the Multiple Pathways program.  The expansion will allow the Division of Youth Development to serve additional overage and under-credited students in its GED, Learn to Work, and Young Adult Borough Centers.   Funding for Early Childhood Policy and Planning, Education of 18-24 year olds at Rikers Island, and the LPN Career Ladder, which are projects of the Mayor’s Poverty Commission, has been added to U/A 401 and 402.  Revenue re-estimates of Federal aid in the January Plan increased the budgets for Title I funding by $52.1 million, Title II funding for professional development by $5.4 million, and Title III – LEP and Immigrant Students aid by $6.9 million.  

Administrative Spending

U/A 415 and 416 include funding for the ten learning support centers, school age and pre-school committees on special education (CSEs and CPSEs), alternative high school and citywide special education learning support centers, community school districts, community district education councils, parent support offices and student placement and youth and family support services offices as well as the six regional operation center offices.  U/A 453 and 454 include funding for all of DOE’s central offices such as Teaching and Learning, Finance and Administration, and Operations.  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. 

	U/A
	U/A Name
	Fiscal 2007 Adopted Budget
	Fiscal 2007 Modified as of 1/19/2007
	Fiscal 2008 Preliminary Budget
	Percent Change Since Adopted

	415
	Reg. & CW Instruction & Operation Ad-PS
	$212,385,519 
	$212,385,519 
	$206,001,402 
	-3.01%

	416
	Reg. & CW Instruct. & Operation Ad-OTPS
	$14,074,072 
	$14,074,072 
	$10,447,072 
	-25.77%

	453
	Central Administration-PS
	$146,856,286 
	$156,264,717 
	$164,228,711 
	11.83%

	454
	Central Administration-OTPS
	$219,979,952 
	$228,969,900 
	$220,838,783 
	0.39%

	
	Total
	$593,295,829 
	$611,694,208 
	$601,515,968 
	1.39%


Funding Analysis

The January Plan introduced few changes for the administration budgets; it includes only collective bargaining increases for certain employees.  $2.8 million in City funds and $1.3 million in federal funds support these increases.  

As discussed above, the Mayor and Chancellor have presented a new reorganization plan to drive more resources and decision-making authority to the school level.  The Regional Operation Centers will be dismantled in the coming months and new support structures for schools will be established.  Additional resources will be made available to schools.  As of yet, none of this restructuring is reflected in the budget for Fiscal 2008.  A transition of funding from administrative U/As to the instructional U/As, which would support the Children First II goal of pushing resources down to the school level, is not shown. Also, the descriptions of the units of appropriation contained in the Preliminary Budget have not been changed to reflect the restructuring plan.  Finally, the DOE’s budget does not provide sufficient detail to track spending on specific components of the DOE’s administrative structure such as the new integrated service centers and the accountability office.

Funding for Private and Charter Schools

U/A 470 includes funds for tuition payments for pre-school students who attend private schools that offer special educational services, funds related to special education services, and for transportation costs.  Funding in U/A 472 provides for payments to charter schools, in-State and out-of-State contract schools and non-resident tuition for children placed in foster care outside of New York City.  Transportation costs for students are also included.   U/A 474 funding is transferred to non-public schools to purchase educational supplies such as library books and textbooks, and data processing equipment.  Additionally, support for FIT, a State University of New York school, is included here. 

	U/A
	U/A Name
	Fiscal 2007 Adopted Budget
	Fiscal 2007 Modified as of 1/19/2007
	Fiscal 2008 Preliminary Budget
	Percent Change Since Adopted

	470
	SE Pre-K Contract Payments-OTPS
	$548,141,689 
	$545,641,689 
	$593,475,823 
	8.27%

	472
	Charter/Contract/Foster Care-OTPS
	$485,646,260 
	$485,646,260 
	$577,166,419 
	18.85%

	474
	NPS & FIT Programs-OTPS
	$53,799,141 
	$53,799,141 
	$53,937,124 
	0.26%

	
	Total
	$1,087,587,090 
	$1,085,087,090 
	$1,224,579,366 
	12.60%


Funding Analysis

The January Plan introduced no budget changes related to the Department’s support of private or charter schools.  The Executive State Budget for 2007-08 calls for a lifting of the existing cap on charter schools and empowering the Chancellor to grant an additional 50 charters, but this proposal has not been incorporated into the City’s January Plan.  The budget increases scheduled in U/A 470 and 472 are driven by enrollment projections and steadily rising tuition and transportation costs.  

Fringe Benefits and Collective Bargaining 

Spending scheduled in U/A 461 provides fringe benefits for all City-funded DOE employees.  Fringe benefits include social security, health insurance, payments to welfare funds, annuity contributions, workers’ compensation, and unemployment benefits.  The collective bargaining U/A is maintained to provide a reserve for expected costs associated with collective bargaining agreements.

	U/A
	U/A Name
	Fiscal 2007 Adopted Budget
	Fiscal 2007 Modified as of 1/19/2007
	Fiscal 2008 Preliminary Budget
	Percent Change Since Adopted

	461
	Fringe Benefits
	$1,967,215,268 
	$1,967,234,580 
	$2,093,521,369 
	6.42%

	491
	Collective Bargaining
	$24,223,609 
	$23,951,849 
	$164,450,446 
	578.88%

	
	Total
	$1,991,438,877 
	$1,991,186,429 
	$2,257,971,815 
	13.38%


Funding Analysis

The budget for fringe benefits has risen due to increased wage costs agreed to by the Administration in recent contract settlements with DOE unions.  The January Plan also introduced funding of $12.3 million in City funds in Fiscal 2008 to cover increased health insurance costs produced by the mental health parity legislation, and $6.9 million to cover a HIP rate increase.  The Administration increased the collective bargaining reserve in U/A 491 to cover anticipated wage increases for unions that have not yet reached settlements and for non-union employees at the District Council 37 collective bargaining agreement pattern.  This very large increase in U/A 491 was made prior to release of the January Plan.  

School Support Services: Bussing, Safety, Food, and Energy 

Funding in U/A 438 pays for contracts with bus companies to transport lower grade and special education students to and from school, and is used to purchase MTA and SIRT passes for older students.  U/A 442 is used to support all aspects of school safety, including personnel.  School safety agents, however, are employees of the New York City Police Department and the DOE transfers the bulk of the money in U/A 442 to pay these staff.  Funding in U/A 435 and 436 supports the custodial and maintenance operations at the DOE’s more than 1,300 buildings.  Funding in U/A 439 and 440 pays for the staff and supplies necessary to provide breakfasts, lunches and other meals to school children, most of whom are eligible for free or reduced priced meals.  Light and power services, fuel for heating and vehicles, and all City-funded DOE leases consisting of space for the community school districts, high schools, special education and central administration are paid for with funds from U/A 444.

	U/A
	U/A Name
	Fiscal 2007 Adopted Budget
	Fiscal 2007 Modified as of 1/19/2007
	Fiscal 2008 Preliminary Budget
	Percent Change Since Adopted

	438
	Pupil Transportation-OTPS
	$915,813,060 
	$928,677,443 
	$987,359,443 
	7.81%

	442
	School Safety-OTPS
	$169,535,193 
	$169,535,193 
	$169,320,694 
	-0.13%

	435
	School Facilities-PS
	$389,900,594 
	$384,053,042 
	$390,774,470 
	0.22%

	436
	School Facilities-OTPS
	$172,727,503 
	$169,091,128 
	$166,054,022 
	-3.86%

	439
	School Food Services-PS
	$175,203,337 
	$175,203,337 
	$188,484,911 
	7.58%

	440
	School Food Services-OTPS
	$174,911,674 
	$172,852,639 
	$179,727,448 
	2.75%

	444
	Energy & Leases-OTPS
	$371,491,111 
	$371,491,111 
	$379,869,029 
	2.26%

	
	Total
	$2,369,582,472 
	$2,370,903,893 
	$2,461,590,017 
	3.88%


Funding Analysis

Changes in the Department’s planned spending on school support services in Fiscal 2008 as compared to the current year are due mostly to routine cost increases.  The January Plan included additional money for wage increases for school maintenance and food service staff.  Federal food aid increases in the Plan total $6.3 million in U/A 439 and $7.3 million in U/A 440. The Plan also includes a $26.8 million increase in State aid for student transportation.  The transportation budget increase derives from existing contractual agreements with bus companies.  

Table 4 summarizes the Fiscal 2008 Preliminary Budget as it relates to the Department of Education.  The individual budgetary changes have been discussed in prior sections of this report.

Table 4: PRELIMINARY BUDGET ACTIONS ($000)

	 
	Fiscal 2007
	Fiscal 2008

	Description
	City
	Non-City
	Total
	City
	Non-City
	Total

	Agency Budget as per the November Plan
	$6,739,328 
	$8,815,345 
	$15,554,673 
	$6,850,746 
	$8,913,655 
	$15,764,401 

	January Plan New Needs
	 
	 
	 
	 
	 
	 

	Career Ladder Program- LPN
	$738 
	$0 
	$738 
	$747 
	$0 
	$747 

	Early Childhood Policy and Planning
	$50 
	$0 
	$50 
	$72 
	$0 
	$72 

	Education for 18-21 yo on Rikers
	$0 
	$0 
	$0 
	$1,755 
	$0 
	$1,755 

	DOITT Mainframe Computer Upgrade
	$1,300 
	$0 
	$1,300 
	$1,300 
	$0 
	$1,300 

	HIP Rate Increase
	$1,001 
	$0 
	$1,001 
	$6,935 
	$0 
	$6,935 

	Mental Health Parity Legislation
	$0 
	$0 
	$0 
	$12,286 
	$0 
	$12,286 

	Multiple Pathways
	$0 
	$0 
	$0 
	$14,400 
	$0 
	$14,400 

	School Food
	$0 
	$13,809 
	$13,809 
	$0 
	$13,809 
	$13,809 

	Total New Needs
	$3,089 
	$13,809 
	$16,898 
	$37,495 
	$13,809 
	$51,304 

	January Plan Other Adjustments
	 
	 
	 
	 
	 
	 

	Baseline State aid to FY 07 Level
	$0 
	$0 
	$0 
	$0 
	($136,440)
	($136,440)

	Reading First - Federal
	$0 
	$6,000 
	$6,000 
	$0 
	$0 
	$0 

	Federal Funding
	$0 
	$60,573 
	$60,573 
	$0 
	$60,573 
	$60,573 

	Intracity with Law Dept.
	$0 
	$234 
	$0 
	$0 
	$0 
	$0 

	IC with DOE
	$0 
	$575 
	$0 
	$0 
	$0 
	$0 

	IC for School Health
	$0 
	$1,121 
	$1,121 
	$0 
	$1,121 
	$1,121 

	Leadership Academy
	$0 
	$1,536 
	$1,536 
	$0 
	$0 
	$0 

	Learning to Swim
	$425 
	$0 
	$425 
	$425 
	$0 
	$425 

	Local 74 Collective Bargaining
	$5,252 
	$0 
	$5,252 
	$5,252 
	$0 
	$5,252 

	Local 94 Collective Bargaining
	$1,572 
	$0 
	$1,572 
	$1,572 
	$0 
	$1,572 

	Matericals for the Arts
	$117 
	$0 
	$117 
	$117 
	$0 
	$117 

	State Aid for CFE
	$0 
	$0 
	$0 
	$0 
	$723,107 
	$723,107 

	State Building Aid Adjustment
	($807)
	$807 
	$0 
	($38,811)
	$38,811 
	$0 

	State Categoricals
	$0 
	$7,418 
	$7,418 
	$0 
	$7,418 
	$7,418 

	State Formula Aid - UA 401
	$0 
	$2,850 
	$2,850 
	$0 
	$2,850 
	$2,850 

	State Transportation Aid
	$0 
	$26,836 
	$26,836 
	$0 
	$26,836 
	$26,836 

	Stop DWI
	$0 
	$23 
	$23 
	$0 
	$0 
	$0 

	Transfer to DOHMH for Physical Fitness
	($875)
	$0 
	($875)
	($875)
	$0 
	($875)

	UFT, Non-UFT & ACF Collective Bargaining
	$39,455 
	$20,336 
	$59,791 
	$115,566 
	$55,202 
	$170,768 

	Total Other Adjustments
	$45,139 
	$128,309 
	$172,639 
	$83,246 
	$779,478 
	$862,724 

	Total January Plan Budget Changes
	$48,228 
	$142,118 
	$189,537 
	$120,741 
	$793,287 
	$914,028 

	Agency Budget as per the January Plan
	$6,787,556
	$8,957,463
	$15,744,210
	$6,971,487
	$9,706,942
	$16,678,429


STATE ISSUES AND HIGHLIGHTS

Governor Spitzer’s Executive State Budget for 2007-08 introduces a “four-year educational investment plan” that restructures the matrix of State aid categories and formulas, imposes accountability measures on school districts, and introduces a variety of comprehensive reforms.  Foundation Aid consolidates a variety of State aids, such as Minor Maintenance, Class Size Reduction, Teacher Support, and Excess Cost, that had been used to direct State education funds to school districts.  The Foundation Aid formula sets a per student allotment of aid based on the standard cost of educating a child minus the expected local contribution to the cost.  Each locality’s contribution is computed based on property values and wealth measures. According to the State Executive Budget, Foundation aid to New York City will increase to $5.53 billion next year from $5.06 billion, an increase of $469.6 million or nine percent.  The DOE has not aligned its State revenue budget with the State Executive Budget, so it does not show Foundation Aid. 

The State Executive Budget also adds funding for universal Pre-Kindergarten bringing the City’s UPK aid to $251.9 million for next year, up from $188.7 million this year.  The Preliminary Plan, however, only recognizes $171 million in UPK aid.  The State Executive budget also schedules $94 million in capital aid as operational support for the DOE.  This EXCEL funding will never go to the Department; it will be used to finance State Dormitory Authority bonds that fund school construction projects.  

The State Executive Budget ties education aid to a series of new education reform and accountability measures.  Adopting the reform language of the DOE, the State Executive budget talks about raising standards, promoting strong educational leadership, and establishing measurable performance targets.  The State plans to require, by July 2008, student progress reports of test scores, and hopes to link teacher reviews directly to the academic performance of their students.  Just like the DOE, the State plans to introduce school leadership and school progress report cards that will be made available to the public.  Finally, as predicted by many, the State Executive Budget calls for increasing the allowable number of charter schools in the state by 150. The DOE chancellor would be able to issue 50 of these new charters.
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