Fiscal 2008 Executive Capital Budget Report


Agency Overview
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Created by the State Legislature as an independent body in 1988, the School Construction Authority's (SCA) mandate is to rehabilitate and reconstruct the disrepair and deteriorating conditions of the City's public schools.  The SCA is responsible for the Department of Education's (DOE) Capital Plan, which includes acquiring new school sites, and for the design and construction of capital projects within the public school system.  The legislation that established the SCA exempted the DOE and the Authority from the City’s line-by-line annual Capital Budget.  Instead, the City provides a five-year lump-sum allocation for education capital expenditures, and the DOE determines how the funds will actually be used, subject to scope approval by the City. The DOE operates pursuant to a Five-Year Capital Plan that authorizes the Department to determine the number, size and location of schools to be built and renovated by the SCA. 

 The new school governance legislation passed by the State in 2002 gives the City Council the authority to approve the Plan and any amendments.  The New York City public school system manages approximately 1,500 school buildings and support facilities including transportables and leased facilities for a school population of more than one million in pre-kindergarten through grade 12.
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Current Budget Summary

The Executive 2008 Capital Commitment Plan includes $11.2 billion in Fiscal 2008-2011 for the Department of Education (including City and Non-City funds).  This represents 25.2 percent of the City’s total $44.5 billion Executive Plan for Fiscal Years 2008-2011.  The Department of Education’s Executive Commitment Plan for Fiscal 2008 - 2011 remains constant at the $11.2 billion level that was funded in the January Commitment Plan.

In its 2006-07 budget the State finally agreed to provide its 50 percent share of the DOE’s $13.1 billion Five-Year Capital Plan for Fiscal 2005-2009.  The City will now receive $1.8 billion in State aid and an additional $9.4 billion in Transitional Finance Authority (TFA) borrowing authority, half of which will be paid for by State Building Aid.  These two new sources of capital support represent the State’s full $6.5 billion share of the City’s Five-Year Plan for capital construction.
The Department of Education's capital commitments for the last five years are shown below:

	FIVE YEAR HISTORY – CAPITAL BUDGET

($ in millions)



	
	FY02
	FY03


	FY04
	FY05
	FY06

	CITY
	1,337
	880
	571
	2,188
	1,409

	NON-CITY
	3
	73
	22
	0
	579

	TOTAL
	1,340
	953
	593
	2,188
	1,988


The Adopted Five-Year Capital Plan is shown below:

	PRELIMINARY CAPITAL PLAN – JANUARY 2007

($ in millions)



	
	FY08
	FY09
	FY10
	FY11
	FY’s 08-11

	CITY
	1,026
	1,210
	1,212
	1,254
	4,702

	NON-CITY
	2,004
	2,004
	1,212
	1,254
	6,474

	TOTAL
	3,030
	3,213
	2,424
	2,508
	11,175


The Preliminary Five-Year Capital Plan – February 2005 Amendment is shown below:

	EXECUTIVE CAPITAL PLAN – APRIL 2007

($ in millions)



	
	FY08
	FY09
	FY10
	FY11
	FY’s 08-11

	CITY
	1,032
	1,222
	1,212
	1,254
	4,720

	NON-CITY
	2,031
	2,004
	1,212
	1,254
	6,501

	TOTAL
	3,063
	3,226
	2,424
	2,508
	11,221


EXECUTIVE BUDGET ISSUES:

The Proposed Amendment to the 2005-2009

Five-Year Capital Plan
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The Department of Education released its proposed Five-Year educational capital Amendment in February 2007. This Amendment includes the $350 million in new projects added by the City Council and the Borough Presidents when the Fiscal Year 2007 Budget was adopted.  The February 2007 Amendment is supported with $6.5 billion in State funding secured through the Campaign for Fiscal Equity Agreement reached between the State and City on April 24, 2006.  With this State funding in place the Department of Education resumed site acquisition, design, procurement and award of new school construction projects, as well as rehabilitation, restructuring and enhancement projects previously put on hold.    

The changes from the prior Five-Year Capital Plan Amendment adopted in June 2006 to the Proposed February 2007 Amendment are as follows:

· A 12 percent increase, or $98 million in State of Good Repair projects, from $825 million to $923 million.

· A 32 percent increase, or $279 million in Capacity Expansion projects, from $863 million to $1,142 million. 

· A 40 percent reduction, or $339 million in Educational Enhancement projects, from $848 million to $509 million. 

· A 19 percent reduction, or $23 million in Safety and Security projects, from $120 million to $97 million.

· A 42 percent increase, or $141 million in Ancillary, Emergency and Miscellaneous projects, from $339 million to $480 million.

The Proposed February 2007 Amendment is not significantly different from the Plan adopted in June 2006, there is a 1 percent increase over the five years.  The change to Fiscal Year 2007 is 5 percent due to the escalation of construction costs in the booming construction market, as well as the new Green Building requirements.

To help cope with the construction cost increase, $750 million in School Improvements and Restructuring Allocations (SIRA) funds have been reallocated to Capacity and Rehabilitation projects.  The main SIRA function of restructuring larger campuses into smaller more efficient schools will continue at 22 large campuses currently undergoing redesign.  The SCA intends to implement these improvements incrementally, based upon each year’s projected enrollment at the campuses.  SIRA funding for Partnership and Charter Schools ($359) million, Technology Enhancements ($935 million), and Safety Enhancements ($157.2) have remained constant in the February Amendment.   SIRA upgrades to Physical Fitness projects were reduced by 15% or $42 million, and Auditorium Upgrades were reduced by 10% or $27 million.  

The Capacity Program has gained $279 million in Fiscal Year 2007 (32%) and $209 million (4%) over the rest of the Plan.  The capacity plan intends to produce over 63,000 new seats Citywide over the five years.  The capacity plan has been reduced by 3,054 PS/IS seats from the June 2004 Adopted Plan.  The Department of Education asserts that this reduction is not a cost saving measure but is instead based on a downward enrollment trend and new demographic data.  The changes in capacity are broken out by borough and school district in the attached chart on the following page.  Of the 105 new buildings in the February 2007 Proposed Amendment, 59 will be Pre-K through Grade 8 schools (PS/IS’s), 13 will be small schools, and 33 will be new Intermediate/High Schools. 

The third major component of the Five-Year Plan is Capital Improvement Program (CIP).  Capital Improvement Program projects consist of a wide range of construction projects, including building repairs, system replacements, and reconstruction of existing school buildings.  The Proposed February 2007 Five-Year Plan for CIP projects has been increased by 17.5% or $467.7 million.  The emphasis of the last Five-Year Plan (Fiscal 2000-2005) was on exteriors.  Because of the size and age of the buildings, the exterior work continues in this plan.  In addition, The Plan includes interior improvements necessary to bring each building up to a state of good repair.  DOE addresses the most critical building issues first and uses a Building Condition Assessment Survey (BCAS) to determine which projects are the most significant.

	Changes to DOE Five-Year Capital Plan (2005-2009)

(in millions)
	Adopted Five-Year Plan
	Feb 2007 Amendment
	Change
	% Change

	State of Good Repair
	$3,713
	$3,599
	-114
	-3%

	Capacity Expansion
	$4,225
	$4,908
	683
	16%

	Educational Enhancements
	$3,840
	$2,754
	-1,086
	-28%

	Safety & Security
	$349
	$511
	162
	46%

	Ancillary, Emergency, & Misc.
	$998
	$1,774
	746
	75%

	Total
	$13,125
	$13,546
	391
	3%
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