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Department of Education (040)

Mission Statement

The Department of Education (DOE or the Department) provides primary and secondary education to 1.1 million school age children in school districts within 10 regions.  Approximately 77,000 teachers and 60,000 other employees work for the Department.  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.  Support services provided by the Department include transportation, breakfast and lunch, and the operation and maintenance of more than 1,400 schools.

INTRODUCTION

This briefing paper presents a review of the Department’s proposed expense budget for Fiscal 2007.  The Department’s overall spending plan for the next year is discussed, as are changes to the budget introduced in the Executive Plan.  In addition, the Fiscal 2007 Executive Budget is compared to the Fiscal 2006 Adopted Budget to show trends.  Given that most of the DOE’s expenditures are for personnel costs, headcount statistics also are presented.  The Department’s Five-Year Capital Plan is reviewed in a separate briefing paper, which is attached to this report.

This report contains three sections.  The first is an overview of DOE’s budget for Fiscal 2007.  The second focuses on funding sources.  The City, State and federal governments fund public education in New York City; the level and purpose of each type of support is discussed generally.  Finally, there is a summary of the Department’s budget by program area in the Units of Appropriation section.  Program areas are loosely defined to the extent allowed by the detail provided through the unit of appropriation structure of the agency’s budget.  Significant spending changes proposed in the Executive Budget for Fiscal 2007, and agency headcount are discussed in the relevant program area section.  Appendix 1 presents a comparison of the Department’s Fiscal 2006 Adopted Budget by Unit of Appropriation with the proposed budget for Fiscal 2007.

Funding for the Department comprises the largest single component of the City’s Budget.  Because of the complexity and breadth of the DOE’s budget and its operations analysis of discrete components of the DOE’s budget is not presented here.  The purpose of this briefing paper is to provide a general overview of the DOE’s spending plan and the changes to it proposed in the Executive Plan.  Other reports and analyses, such as the school based budget reports, may be useful in understanding individual school spending or to pinpoint spending in specific areas such as building maintenance or professional development.

OVERVIEW

The DOE’s proposed operating budget for Fiscal 2007 is $15.322 billion, a $1.178 billion, or eight percent increase over the Department’s $14.144 billion Adopted Budget for Fiscal 2006.  Changes during the course of the year have increased DOE’s budget for Fiscal 2006 to $14.826 billion as of May 1, 2006.  When reviewing the DOE’s spending plan, it is important to note that the pension and debt service costs associated with the Department are not budgeted in the DOE’s portion of the City budget.  Education related pension and debt-service costs for Fiscal 2007 are projected to total $2.580 billion, representing an increase in debt service costs of $26.9 million and in pension costs of $351.3 million. Table 1 displays the Department’s spending plan for the current and next year by funding source, as well as the total pension and debt service costs related to the DOE.

Table 1: Department of Education Expenses by Funding Source

	Operating Budget
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified Budget

(as of 5/1/2006)
	Fiscal 2007 Executive Budget
	Percent Change Since Adoption

	City
	$5,773,199,658 
	$6,193,569,701 
	$6,482,548,737 
	12.29%

	Other Categorical
	$36,002,630 
	$53,518,756 
	$39,248,956 
	9.02%

	Capital IFA
	$0 
	$0 
	$0 
	0.00%

	State
	$6,513,795,142 
	$6,679,198,949 
	$7,039,363,710 
	8.07%

	Community Development
	$5,000,000 
	$5,000,000 
	$5,000,000 
	0.00%

	Federal-Other
	$1,807,615,205 
	$1,884,069,362 
	$1,748,198,016 
	-3.29%

	Intra-City
	$8,305,726 
	$10,114,812 
	$7,975,434 
	-3.98%

	Total Operating Budget
	$14,143,918,361 
	$14,825,471,580 
	$15,322,334,853 
	8.33%

	Other Obligations
	
	
	
	

	Pension Costs – City Funded
	$1,682,132,439
	$1,381,304,832
	$1,667,881,330
	-0.85%

	Pension Costs – State Funded
	0
	0
	$64,714,792
	-

	Debt Service – City Funded
	$1,080,328,698
	$1,054,930,931
	$1,081,859,618
	-2.92%

	Debt Service – State Funded
	$2,500,000
	$2,500,000
	$2,500,000
	0%

	Total Other Obligations
	$2,764,961,137
	$2,438,735,763
	$2,816,955,739
	1.88%

	Total Education Related Expenses
	$16,908,879,498
	$17,264,207,343
	$18,139,290,592
	7.28%


Spending on personnel is by far the largest category of spending by the DOE.  (See Appendix 1 on p. 23.)  Of its $15.322 billion Executive Budget for Fiscal 2007, the Department will spend $10.773 billion on personnel.  Of this amount, $4.892 billion is for employees who provide general education services at the Department’s schools, and $880.1 million is for special education related staff.  Fringe benefits for staff total $1.943 billion.  When pension costs are added, the total education related personnel costs for Fiscal 2007 climb to $2.745 billion.

The Department’s headcount includes approximately 136,000 full-time and full-time equivalent employees, most of whom are categorized as pedagogical staff.  (See Table 2.)  Pedagogical staff includes teachers, principals, school nurses, social workers and counselors, among others.  Examples of non-pedagogical workers include school maintenance staff, lawyers, and administrators.  During the coming fiscal year, the Department plans to make only minor changes in its overall headcount, though it may plan to make significant staffing shifts.  The headcount information provided in the City’s budget documents is not sufficiently detailed to allow tracking of staffing shifts among discrete program areas within a unit of appropriation.  Anticipated headcount changes that are identified in the Department’s Fiscal 2007 Budget will be discussed in the section entitled “Units of Appropriation” below.  

Table 2: Headcount

	
	Fiscal 2006 (11/2005)
	3/31/2006 Actual
	6/30/2006 Forecast
	Fiscal 2007 Executive

	  Pedagogical
	110,428 
	110,650 
	110,554
	110,911

	  Non-Pedagogical
	25,582 
	26,030
	25,755
	25,346

	Total
	136,010 
	136,680
	136,309
	136,257


Funding Sources

The City, State and federal governments fund public education in New York City.  City and State funding comprise the bulk of the Department’s support.  Operating support from the City is not categorized in any way 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
There is an overall increase of $709.3 million in City funds in Fiscal 2007 as compared to the Adopted Budget for Fiscal 2006.  The increase in City funds from the Current Modified Budget for Fiscal 2006 is $289 million.  As Table 3 displays, City tax-levy support for the Department has increased significantly in five years; it has grown by $1.349 billion or 26 percent since Fiscal 2003.  

Table 3: City Funding Five-Year History

	Fiscal 2003 Actual
	Fiscal 2004 Actual
	Fiscal 2005 Actual
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified Budget
	Fiscal 2007 Executive Budget
	Change Fiscal 2006 to Fiscal 2007

	$5,133,190,800
	$5,464,381,600
	$5,551,279,600
	$5,773,199,658
	$6,193,569,701
	$6,482,548,737
	$709,349,079


The additional City funds in Fiscal 2007 will cover rising costs and will pay for new school openings, including Charter schools, fringe benefits increases, additional special education services, and Children First initiatives, among other things.  These budget changes are discussed further in the Units of Appropriation section of this report. In total, the Executive Plan calls for $6.483 billion in spending of City funds in Fiscal 2007, as compared to the $6.194 billion in the Current Modified Budget for Fiscal 2006.  Executive Budget actions increase the City funds budget by $286.2 million in Fiscal 2007 and the outyears.

Children First

During the past several years, the Mayor has increased significantly the amount of City funding devoted to the City’s schools.  Much of this new support has been targeted at the Mayor’s Children First initiative.  This collection of reforms and programs is intended to improve teaching and learning in individual schools and classrooms.  Children First efforts include streamlining the DOE’s administrative structure, 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.  Additional Children First initiatives include ending social promotion for third, fifth and seventh graders, creating new small schools, and expanding gifted and talented programs, early grade and middle school intervention and advanced placement programs.  

Funding for all of the Children First programs are included in the Fiscal 2007 Executive Budget and the outyears and will continue as part of the Department’s ongoing reforms.  In the Executive Plan for Fiscal 2007, the Administration included additional funding for several Children First initiatives.  DOE will open 41 new schools and close 18 failing schools at an annual cost of $19.1 million.  Multiple Pathways, a program to increase high school graduation rates, will be expanded with additional support totaling $15.1 million.  The Administration also added $39.5 million to fund an as of yet undefined mix of instructional and student service programs.  Finally, $59.7 million has been added to the DOE’s budget to pay for Charter Schools.

State Funding 

The State provides money to the DOE through a myriad of funding streams.  There are four general types of State aid.  Formula Driven Aid is general support for schools, the amount of which varies according to several factors such as student enrollment, student needs, and the relative wealth of the City.  Building Aid supplements City funded support for the construction and maintenance of school facilities.  Categorical Aid includes a wide array of program specific funding streams with prescriptive spending requirements.  Finally, State Food Aid helps to cover the costs of free and reduced price student breakfasts and lunches.

Table 4: State Funding Five Year History

	Fiscal 2003 Actual
	Fiscal 2004 Actual
	Fiscal 2005 Actual
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified Budget
	Fiscal 2007 Executive Budget
	Change Fiscal 2006 to Fiscal 2007

	$5,864,039,519
	$5,843,452,025
	$6,238,142,346
	$6,513,795,142
	$6,679,198,949
	$7,039,363,710
	$525,568,568


State support for schools funds just under half of the Department’s spending, approximately 46 percent of the school budget.  Since Fiscal 2003, State aid has increased by 20 percent; during the same period City tax-levy support has risen by 26 percent.   State funding is expected to rise by $525.6 million next year, as compared to the Fiscal 2006 Adopted Budget.  (See Table 4.)  State funding increases scheduled in the Executive Plan total $31.7 million in Fiscal 2006; $164.3 million in Fiscal 2007; $209.9 million in Fiscal 2008; $281.1 million in Fiscal 2009; and $361.5 million in Fiscal 2010.  For the coming fiscal year this additional State aid will support pupil transportation ($69.3 million), special education services ($41.3 million), general education ($49.3 million), and several other areas of spending.

Federal and Community Development Funding

Federal aid for the Department funds a variety of school programs and functions, such as school lunch, alcohol and substance abuse prevention, vocational education, and math and science education.  The Executive Budget projects a drop in federal revenue of $59.4 million next year.  Federal revenue adjustments recognized in the Executive Plan total negative $4.4 million.  The single largest component of the Executive Plan adjustment is a drop of $49.5 million in Title 1 support, which is due to a lower than anticipated roll of Title 1 aid from Fiscal 2006 into Fiscal 2007.  The overall revenue reduction from Fiscal 2006 to Fiscal 2007 is due in large part to mid-year adjustments.  During the course of Fiscal 2007, as in prior years, the Department is likely to increase its federal revenue budget as spending eligible for federal support occurs.

Table 5: Federal Funding Five Year History

	Fiscal 2003 Actual
	Fiscal 2004 Actual
	Fiscal 2005 Actual
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified Budget
	Fiscal 2007 Executive Budget
	Change Fiscal 2006 to Fiscal 2007

	$1,662,376,800
	$1,775,807,400
	$1,920,180,400
	$1,807,615,205
	$1,884,069,362
	$1,748,198,016
	-$59,417,189


Other Categorical and Miscellaneous Funding

In addition to City, State and federal aid, the Department receives revenue from a variety of sources.  Next year the grants and miscellaneous revenue will total $84.1 million.  This total includes $14.3 million in private grants, $20.1 million in school lunch fees, $15 million in rental fees for school buildings, and $8 million in School Construction Authority reimbursement for capital eligible expenses, for examples.

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 (“PS”) (i.e. salaries) or Other Than Personal Services (“OTPS”) (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.  In addition, the Executive Financial Plan for Fiscal 2007 actions and headcount related to each functional category are discussed.

General Education Instruction

	U/A#
	U/A Name
	Fiscal 2006 Adopted   Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	401


	GE Instruction &

School Leadership-PS
	$4,076,415,366 
	$4,443,325,229 
	$4,892,145,950 
	20.01%

	402


	GE Instruction &

School Leadership-OTPS
	$470,104,426 
	$471,243,431 
	$512,273,684 
	8.97%

	
	Total
	$4,546,519,792 
	$4,914,568,660 
	$5,404,419,634 
	18.87%


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 vocational high schools, alternative schools, career education, school correction facilities and off-site education centers.   

Unit of Appropriation Overview

General Education Instruction is, by far, the single largest programmatic category in the Department’s budget.  It is in fact the largest category of spending in the entire City Budget, and is greater than most other City agency budgets.  The $5.4 billion scheduled in U/As 401 and 402 will pay the salaries of the approximately 67,000 people whose work will involve the instruction and education of the almost 900,000 general education students expected to attend New York City public schools next year, and will buy the goods and services required to support teaching and learning in the schools.  
Overall, PS funding for general education instruction will increase by $815.7 million or 20 percent to almost $5 billion next year.  Spending on OTPS will also rise.  It will total $512 million in Fiscal 2007.  The budget increase for general education is due primarily to cost increases for personnel as dictated by the most recent UFT settlement.  This accounts for $504.6 million or 62 percent of the increase.  The second largest component of the budget increase is a transfer of $300.1 million in U/A 401 from the Categorical Programs unit of appropriation made during the course of Fiscal 2006.  

Changes introduced in the Executive Plan for PS spending amount to an approximately $23.2 million increase in Fiscal 2007.  In the outyears, increases on PS spending on new initiatives are entirely eclipsed by the re-estimate of student enrollment, which triggers a budget reduction.  Overall, however, spending will continue to rise because of cost increases.  OTPS spending is increased by Executive Plan actions in all years of the Plan.

Headcount

There are a total of 67,926 full-time and part-time employees funded in U/A 401.  There are 58,870 full-time employees, including 56,357 pedagogical employees, 1,835 education paraprofessional pedagogical employees, and 678 non-pedagogical employees.  There are 9,056 part-time employees, including 698 per diem pedagogical employees, 111 hourly administrative employees and 8,247 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.

Executive Plan Actions

Executive Plan actions for PS spending total $23.3 million in Fiscal 2007; -$37.7 million in Fiscal 2008; -$77.1 million in Fiscal 2009; and -$113.2 million in Fiscal 2010.  The Plan increases the OTPS budget by $60.9 million in Fiscal 2007; $54.2 million in Fiscal 2008 and 2009; and $53.2 million in Fiscal 2010.

· General Education Register Decline. The Department has lowered its estimate of the number of students who will be enrolled in its schools during Fiscal 2007.  The DOE projects that 893,075 students will be enrolled for kindergarten through twelfth grade in its schools, 23,813 students less than the projected enrollment for Fiscal 2006.   The register decline triggers budget reductions totaling $42.8 million in Fiscal 2007; $94.2 million in Fiscal 2008; $133.7 million in Fiscal 2009; and $169.7 million in Fiscal 2010.  The funding drops are scheduled only for PS spending; there is no budget drop in OTPS spending related to the register change.

Additionally, 45,335 children are expected to attend Pre-Kindergarten; 29,613 of whom will attend DOE schools and 15,722 of whom will attend programs run by community-based organizations.  The enrollment projections for Pre-Kindergarten programs are the same for Fiscal 2006 and Fiscal 2007.

· Multiple Pathways.  The Multiple Pathways refers to a Children First initiative presented by the Administration in the Executive Plan.  It is intended to boost the graduation rate of students, although the Department has yet to explain how this program will operate.  Funding to support this initiative totals $4.8 million in PS spending and $8.4 million in OTPS for each year of the Plan.  This new program also has new funding associated with it for fringe benefits and administrative costs.  All together the Multiple Pathways spending will total $15 million per year.

· New and Expanded Programs.  The Executive Plan added $35.2 million in Fiscal 2007 and approximately $27.5 million in each of the outyears of the Plan to support unspecified programs related to the Children First initiative.  Funding may be used to expand the Lead Teacher Program, hire an additional 22 attendance teachers, and support the new accountability initiative.  Additional support for this action is budgeted in U/A 461 – Fringe Benefits.

· New School Openings. Next year, 41 new DOE schools will open and 18 under performing schools will close.  This action necessitates an operating budget increase for general education instruction of $35.2 million in Fiscal 2007, and $28.5 million in each of the outyears of the Plan.  Additional support for this action is budgeted in U/A 461 for fringe benefits and in U/A 435 for school facilities maintenance.

· Translation Services.  Pursuant to an agreement between the City Council and the Administration, the Department will expand its translation services available to people with limited English skills.  The DOE estimates that the new services will cost $2 million annually and has increased its budget for translation by this amount for all years of the Plan.  All of the funding increases are budgeted as OTPS spending, which indicates that the Department may contract out translation services.

· Information Technology.  The Executive Plan added $1.25 million in City funds for Fiscal 2007 and the same amount in State funds in the outyears of the Plan to fund the on-going and increasing costs of computer virus detection and prevention, warranties and maintenance of computer equipment and systems.  Additional new funding to cover these costs is budgeted in U/A 454 – Central Administration.

· State Aid Adjustment.   The Executive Plan schedules a $744,995 decrease in State aid for OTPS related spending in Fiscal 2006 and all years of the Plan.

· School Surplus Roll.  The Executive Plan reduces the budget for Fiscal 2006 by $9.5 million and increases the Fiscal 2007 budget by the same amount to account for under spending by schools during the current year.

· Middle School Intervention – Technical Adjustment.  A total of $36.7 million in State funds that support middle school intervention programs has been moved from the categorical programs budget (U/As 481 and 482) to the general education instruction budget (U/As 401 and 402).  This funding shift has no net impact on the DOE’s operating budget.

· State Categorical Spending – Technical Adjustment.  The Executive Plan moves $13.3 million from the categorical programs budget (U/As 481 and 482) to the general education instruction budget. This funding shift has no net impact on the DOE’s operating budget.

Special Education Instruction

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	403


	SE Instruction & School

Leadership-PS
	$717,812,547 
	$805,852,775 
	$880,140,253 
	22.61%

	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 
	$588,325,028 
	$609,284,697 
	13.73%

	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 
	$155,801,643 
	$161,459,529 
	9.95%

	424


	SE Instructional

Support-OTPS
	$105,030,114 
	$105,030,114 
	$125,029,918 
	19.04%

	
	Total
	$1,544,532,957 
	$1,694,139,960 
	$1,807,071,797 
	17.00%


Funding in the special education related units of appropriation provides for direct special education instruction, school supervision and support services for students at all grade levels enrolled in DOE schools.  Special education instruction is provided through resource rooms, and self-contained and collaborative team classroom settings.  These units of appropriation also include funds for mandated services required by special education students such as speech therapy and counseling.

Unit of Appropriation Overview

The Department seeks to educate a wide diversity of school children, many of whom are deemed in need of special education services.  Funding scheduled in these units of appropriation is used to pay for the special education services and instruction of children who attend DOE schools.  (Additional spending for special education services is budgeted in U/As 470, 472, and 482.) This school year there are approximately 75,919 special education students in Department schools, next year the population will increase to 77,143 students.  Special Education spending will increase by 17 percent next year as compared to the Fiscal 2006 Adopted Budget.  The size of the special education population, the severity of the students’ needs, as well as programmatic changes are all significant contributors to the overall budget increase, as are cost increases.  Budgetary changes introduced in the Executive Plan account for $48.6 million of the increase in Fiscal 2007.

Executive Plan Actions

· Special Education Register Change.  The Department has lowered its projected special education enrollment, although the DOE still expects the number of students to increase.  This register change produced budget reductions in U/A 403 of $8.3 million in Fiscal 2007; $10 million in Fiscal 2008; $11.5 million in Fiscal 2009; and $12.7 million in 2010.

· Mandated Services Need.  The Executive Plan increased planned spending on mandated special education services by $20 million for each year of the Plan.  Components of this budget increase include the rising costs of provider service prices, a shifting of students into instructional models that are more expensive on a per capita basis, an extension of IEP-mandated services to the general education, and the year-to-year increase in special education student enrollment.

· School Surplus Roll.  The Executive Plan reduces the budget for Fiscal 2006  by $2.1 million and increases the Fiscal 2007 budget by the same amount to account for under spending by schools during the current year.

· State Aid Re-estimate.  The Executive Plan added $39.5 million in Fiscal 2006 and $34.7 million in Fiscal 2007 and the outyears in State funded support for special education instruction.

Headcount

There are a total of 30,411 full-time and part-time employees funded in U/As 403, 421, and 423.  There are 29,280 full-time employees, including 17,122 pedagogical employees, 10,390 education paraprofessional pedagogical employees, and 1,768 non-pedagogical employees.  There are 1,131 part-time employees, including 91 per diem pedagogical employees, 134 hourly administrative employees, and 906 non-pedagogical employees.       
Categorical Programs

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	481
	Categorical Programs-PS
	$1,831,673,063 
	$1,789,527,772 
	$1,339,158,251 
	-26.89%

	482
	Categorical Programs-OTPS
	$757,383,670 
	$856,570,217 
	$783,154,582 
	3.40%

	
	Total
	$2,589,056,733 
	$2,646,097,989 
	$2,122,312,833 
	-18.03%


Categorical Programs are discrete education-related programs that are funded with State or federal funding, which the Department may spend only as the State or federal government has directed.  Grants and awards from non-public agencies and institutions are also included in categorical programs.  

Unit of Appropriation Overview

The State and federal governments use categorical funding programs with prescriptive funding requirements to ensure that local boards of education spend funds for specific purposes.  There are approximately 40 State funded categorical programs operated by the Department.  Examples include Universal Pre-Kindergarten, Early Grade Class Size Reduction, Minor Maintenance, and Textbook Aid.  The federal government similarly funds a large number of categorical programs at the Department.  The largest federal program, with funding totaling $768 million for Fiscal 2007, is Title I of the Education Consolidation and Improvement Act (ECIA), which supports supplemental instruction in basic skills such as remedial reading and mathematics.  Some of the other large federal programs include Free and Reduced Lunch ($220.2 million in Fiscal 2007), IDEA, a program for handicapped students ($261.7 million), and Title II, which supports math and science instruction ($129 million).  

The Categorical Programs budget is scheduled to drop by almost 27 percent in Fiscal 2007 as compared with the Adopted Budget for Fiscal 2006.  Most of this reduction results from a shifting of funds out of these units of appropriations to other units of appropriation within the Department’s budget.  DOE has completed these shifts principally through internal budget modifications, so most do not appear as budget actions in the Executive Plan.  The Department plans to gradually retire the Categorical Programs budget as part of its budget restructuring initiative.  By moving funding into other units of appropriation, the DOE’s budget eventually fully approximate a programmatic budget.

Executive Plan Actions

· Technical Adjustment.  The funding drop in these units of appropriation is due in part to a transfer of funding to other units of appropriation within the Department’s budget.  State aid for baseline instruction programs totaling $13.3 million ($6.65 million in U/A 481 and in U/A 481) and State aid for middle school intervention totaling $36.7 million ($18.35 million in U/A 481 and in U/A 481) is now budgeted in U/As 401 and 402 – General Education Instruction and School Leadership.  

· Federal Aid Re-estimate.  The Executive Plan increases federal funding in U/A 482 by $47 million in Fiscal 2006 and all years of the Plan.

· State Categorical Funding Adjustment.  The Executive Plan increases State categorical funding of $348,902 in Fiscal 2006 and all years of the Plan.

Headcount 

There are a total of 25,565 full-time employees funded in U/A 481.  Specifically, there are 24,102 full-time employees, of whom 17,535 are pedagogical employees, 4,491 are para-professionals, and 2,076 are non-pedagogical employees.  There are 1,463 part-time workers, of whom 560 are per diem pedagogical employees, ten are hourly administrative employees, and 893 are 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.

Charter and Contract Schools and Foster Care

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	472
	Charter/Contract/Foster Care-OTPS
	$334,266,281 
	$395,413,910 
	$485,646,260 
	45.29%

	
	Total
	$334,266,281 
	$395,413,910 
	$485,646,260 
	45.29%


Funding in this unit of appropriation provides for payments to charter schools, In-State and Out-of-State contract schools and non-resident tuition for foster care placements.  Transportation costs for students are also included.

Unit of Appropriation Overview

Funding scheduled in this unit of appropriation is used to pay for tuition and transportation for students who attend private schools for a variety of reasons.  (Additional DOE funding for private schools is budgeted in U/A 470 – Special Education Pre-Kindergarten Contract Payments, and U/A 474- Non-public Schools and Fashion Institute of Technology Payments.)  In- and Out-of-State Contract Schools are non-public schools that the Department contracts with to educate children who cannot be adequately served by the Department’s schools.  Such schools offer educational services and programs to children with special needs.  During Fiscal 2007, the DOE projects that 7,336 children will attend contract schools.  In-state tuition costs are budgeted at $180.3 million and out-of-state tuition costs are budgeted at $53.9 million for next year.  The Executive Plan schedules a 6.34 percent increase in total tuition costs for each of the four years of the plan, and expects the average tuition per student to be $31,922 next year.  The DOE also pays for transportation costs, which are budgeted at $1.8 million for Fiscal 2006 and all years of the Financial Plan.

Carter Cases refer to students who attend private schools, even schools not approved by the State, whose tuition is reimbursed by the Department.  In order to receive such reimbursement a parent must show that placement of her child in a public school is inadequate.  The average tuition reimbursement budgeted by the DOE is $20,933 per student for each year of the plan.  Next year the DOE projects that there will be 2,817 Carter Cases, costing $59 million.  The outyear case totals are projected to increase by 13 percent each year, while the per student reimbursement cost is held flat at $20,933.  U/A 472 also includes funding to pay non-resident tuition costs for children in foster care placements outside of New York City.  For each of the four years of the Plan, the DOE projects non-resident tuition costs for foster children to total $25.8 million.  

The fastest growing component of spending scheduled in U/A 472 is that for charter schools.  Table 6 shows that the Department’s budget for tuition at charter schools will more than double between Fiscal 2006 and Fiscal 2008.  The DOE’s budget for charter schools projects that the number of schools will grow to 61 by Fiscal 2008 and remain there until 2010.  All of the spending growth budgeted in the outyears of the Plan is due to growing enrollment and rising tuition costs.  The tuition paid to charter schools is set by the State, and the State does not allow the DOE to provide any monetary support to charter schools beyond tuition, other than supplemental State and federal aid for special education services.  The budgeted cost of special education payments to charter schools is $10.3 million for each year of the Plan.  In addition, the City provides subsidies to charter schools through the Department of Youth and Community Development (“DYCD”).  DYCD’s Executive Budget contains $3 million to purchase supplies and equipment for charter schools in each year of the Plan.  

Table 6: Charter School Spending and Enrollment

	
	Fiscal 2004
	Fiscal 2005
	Fiscal 2006
	Fiscal 2007
	Fiscal 2008

	Schools
	21
	30
	43
	55
	61

	Enrollment
	5,801
	7,823
	11,133
	15,111
	19,922

	Tuition
	$7,848
	$8,586
	$9,084
	$10,233
	$11,055

	Budget
	$48,941,864
	$68,906,662
	$109,229,030
	$164,911,653
	$230,508,299


Executive Plan Actions

· School-Age Special Education Contracts. Budget changes included in the Executive Plan include the following increases: $4.4 million in Fiscal 2006; $24.6 million in Fiscal 2007; $47.8 million in Fiscal 2008; $77.3 million in Fiscal 2009; and $108.3 million in Fiscal 2010. Both City and State funds are scheduled to cover these budget increases.

· Non-Resident Tuition/Foster Care.  The Executive Plan schedules an increase of $2.5 million starting in Fiscal 2006 and continuing through all years of the Plan.

· Charter Schools.  The Executive Plan adds funding for charter schools as follows: $4 million in Fiscal 2006; $59.7 million in Fiscal 2007; $118.5 million in Fiscal 2008; $150 million in Fiscal 2009; and $169.1 million in 2010.

Special Education Pre-K Contract Payments

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	470
	SE Pre-K Contract Payments-OTPS
	$455,555,000 
	$496,987,000 
	$541,531,689 
	18.87%

	
	Total
	$455,555,000 
	$496,987,000 
	$541,531,689 
	18.87%


Funding in this unit of appropriation supports tuition payments for pre-school students who attend private schools that offer special educational services, funds related to special education services, and pays for transportation costs.

Unit of Appropriation Overview

For Fiscal 2007, planned spending on tuition and special education services totals $450.2 million.  The Department projects that 22,959 children will be enrolled in special education Pre-Kindergarten schools and receiving related services next year.  The projected enrollment grows to 24,401 in Fiscal 2008, 25,914 in Fiscal 2009, and 27,502 in Fiscal 2010. In addition, the DOE projects an enrollment total of 6,030 children in Superstart classes during each year of the Plan.  Superstart is a DOE program that provides pre-schooling to handicapped children in DOE schools.

Student transportation costs will total $61.1 million in Fiscal 2007.  Through an intra-City agreement, the Department of Transportation (“DOT”) purchases bussing services for pre-kindergarten students through contracts with private vendors, and the DOE transfers funding to DOT to cover the associated costs.  The Executive Plan shows a revenue reduction in DOT’s budget for Fiscal 2007, which indicates that the DOE may begin to administer the pre-Kindergarten bussing contracts.  The Executive Plan also shows a headcount increase of 27 employees at DOE associated with this action.

Executive Plan Actions

· Special Education Pre-Kindergarten Growth and Cost Increase.  The Executive Plan increases the budget for U/A 470 by $7.7 million in Fiscal 2006; $30.2 million in Fiscal 2007; $63.3 million in Fiscal 2008; $110.5 million in Fiscal 2009; and $161.4 million in Fiscal 2010.  State funds will cover almost 60 percent of these budget increases and all spending in U/A 470.  Expansion of the pre-school population requiring special education services and escalation of tuition and related services costs are driving these spending increases.  Tuition and service costs are expected to grow by 2.9 percent to 2.4 percent each year. Increased spending on student transportation also contributes to the budget growth.  Transportation spending is expected to rise by approximately 2.5 percent each year.  

Non-Public School and Fashion Institute of Technology Payments

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	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 scheduled in this unit of appropriation is transferred to non-public schools to purchase educational supplies such as library and textbooks, and data processing equipment.  Additionally, support for FIT, a State University of New York school, is included here. 

Funding in this U/A will remain essentially unchanged from the Fiscal 2006 Current Modified level next year.   Support for the Fashion Institute of Technology  (“FIT”) will total $30.9 million, and payments to non-public schools for supplies will total $22.7 million.

Regional and Citywide Instruction and Operations

	U/A#
	U/A Name
	Fiscal 2006 Adopted

 Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	415


	Regional & Citywide 

Instruction & Operation Ad-PS
	$190,291,442 
	$211,612,012 
	$212,380,899 
	11.61%

	416


	Regional & Citywide 

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

	
	Total
	$213,365,398 
	$234,685,968 
	$226,454,971 
	6.13%


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.

Unit of Appropriation Overview

In the January Plan, the Department announced an effort to cut spending on administration by $45 million, of which $18 million was scheduled in Regional and Citywide Instruction and Operations.  The DOE explained that it would engage a consultant to devise a specific plan for cutting spending.  Despite its intention to reduce spending, the Fiscal 2007 budget schedules a six percent increase over the Fiscal 2006 Adopted Budget.  The Executive Plan introduces only a $1.5 million budget increase; the remainder of the increase is due mostly to rising personnel costs.

Executive Plan Actions

· Multiple Pathways.  The Executive Plan increased spending associated with the Multiple Pathways program by $1.5 million in Fiscal 2007 and the outyears in these units of appropriation.  (See p. 8 for a description of Multiple Pathways.)

Headcount 

There are a total of 2,499 full-time and part-time employees funded in U/A 415.  There are 2,446 full-time employees, including 1,232 pedagogical employees, and 1,214 non-pedagogical employees.  There are 53 part-time employees, including 37 per diem pedagogical employees, 15 hourly administrative employees and one non-pedagogical employee.       

Central Administration

	U/A#
	U/A Name
	Fiscal 2006 Adopted   Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	453
	Central Administration-PS
	$155,620,370 
	$160,072,652 
	$146,705,130 
	-5.73%

	454
	Central Administration-OTPS
	$189,669,586 
	$226,890,296 
	$209,873,835 
	10.65%

	
	Total
	$345,289,956 
	$386,962,948 
	$356,578,965 
	3.27%


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. 

Unit of Appropriation Overview

As discussed in the prior section, the January Plan contained an initiative to reduce administrative spending and scheduled a $27 million decrease in Central Administration.  The Executive Plan contains actions that increase spending by $20.7 million in Fiscal 2007 and the outyears.  Overall, the budget for Central Administration will increase by three percent next year.

Executive Plan Actions

· Re-estimate of Board of Education Retirement System Needs.  The Executive Plan implemented a reduction of $516,174 to BERS in Fiscal 2006 and all years of the Plan.  This is a reduction in other categorical funding.  

· Security Camera Maintenance. The Executive Plan added $3.03 million in Fiscal 2007 and the outyears to fund the maintenance of security cameras positioned in and around school buildings. 

· Information Technology.  The Executive Plan added $12.75 million in City funds for Fiscal 2007 and the same amount in State funds for each of the outyears to cover increasing computer protection and maintenance costs, as discussed on p. 8.

· Staff for FMS Conversion. The Executive Plan added $195,000 in Fiscal 2007 and the outyears to fund the salaries of three additional employees whose work will involve aligning the Department’s budgeting system with the City’s Financial Management System (FMS).

· State Aid Re-estimate.  The Executive Plan recognizes $5.2 million in State funds in Fiscal 2006 and all years of the Plan.  

Headcount 

There are a total of 2,158 full-time and part-time employees funded in U/A 453.  There are 2,075 full-time employees, including 178 pedagogical employees, 29 education paraprofessional pedagogical employees, and 1,868 non-pedagogical employees.  There are 83 part-time employees, including six per diem pedagogical employees, 33 hourly administrative employees, and 44 non-pedagogical employees.   

Table 7: 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
	2,158


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 went down from 1,719 in Fiscal 2002 to 1,332 in Fiscal 2003.  However, over the next three years, it went up again, with an actual headcount for Fiscal 2006 as of March 2006 of 2,180.  The largest increases were in the Division of Human Resources and the Division of Financial Operations.  
School Safety

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	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 supports all aspects of school safety.  The PS costs for the school safety agents are transferred to the New York City Police Department from the DOE through an intra-city agreement. 

Unit of Appropriation Overview

Creating a safe and secure learning environment has become a major goal of the Administration’s Children First initiatives, and boosting the size of the school security force has been used as a strategy for achieving that goal.  The School Safety Headcount Table below shows how the size of the school security force has grown since agents became New York City Police Department employees.  Since Fiscal 2005, headcount has risen significantly.  During that time period, while the crime rate in schools overall has not dropped, the number of violent and major crimes have both fallen.  The crime rate drop has been most significant at the designated Impact Schools.  Violent crimes at the 11 current impact schools dropped by 43 percent between school year 2004-2005 and school year 2005-2006, and major crimes dropped 59 percent.

Headcount  

Next year, the Administration plans to expand its school security force again.  In the January Plan, the Administration announced its intention to increase the number of school safety agents by 286 beginning in Fiscal 2007.  Funding for the initiative totaled $11.3 million in Fiscal 2007, $11.4 million in Fiscal 2008, and $11.5 million in Fiscal 2009 and Fiscal 2010, of which $3.1 million was scheduled in U/A 461 – Fringe Benefits.   This proposed staffing increase comes after a significant staffing boost last year when the Department and the New York City Police Department added funding to hire an additional 327 school safety agents.  Of these 327 agents, 27 agents staff the mobile random scanning unit, which responds to schools that experience a spike in crime.

Table 8: 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


Pupil Transportation

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	438
	Pupil Transportation-OTPS
	$818,298,060 
	$818,778,623 
	$915,813,060 
	11.92%

	
	Total
	$818,298,060 
	$818,778,623 
	$915,813,060 
	11.92%


Funding in this unit of appropriation pays for student transportation services provided by private contractors. 

Unit of Appropriation Overview

Student transportation services are provided to approximately half a million school children each day.  The majority of students transported to and from school are special education students, some of whom receive door-to-door service.  General education students are eligible for bussing if their homes are deemed to be beyond walking distance from their schools. 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.  The Department contracts for bus services with private operators.  Bussing costs escalate each year as the contract prices are increased by the regional Consumer Price Index.  The change in the school schedule introduced in February 2006 that extended the school day for some students has also increased the Department’s spending on bussing.

Funding scheduled in this unit of appropriation pays for bussing for students who attend Department schools.  Additional DOE spending on pupil transportation is budgeted in U/As 470 and 472.

Executive Plan Actions

· Increased Bussing Costs. The Department has scheduled an increase for student transportation services of $13.4 million in Fiscal 2006 and $79.6 million in Fiscal 2007.  The increase grows to $93.7 million in Fiscal 2008, $110.8 million in Fiscal 2009, and $134.9 million in 2010.  According to the Administration, the spending escalation is due to an increase in the number of bus routes required to serve the core school day, additional routes necessitated by the extended school day introduced this year, and by price inflation set by the Consumer Price Index, the DOE is unable, however, to show the cost increase associated with each component of the budget increase.  State aid will cover most of the cost increase.  Starting in Fiscal 2007, new State funding for transportation will total $69.3 million.

School Food Services

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	439
	School Food Services-PS
	$176,000,263 
	$177,459,322 
	$175,185,225 
	-0.46%

	440
	School Food Services-OTPS
	$155,000,000 
	$154,703,183 
	$174,911,674 
	12.85%

	
	Total
	$331,000,263 
	$332,162,505 
	$350,096,899 
	5.77%


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. 

Executive Plan Actions

· Maintenance of Kitchen Grease Traps.  In order to comply with Department of Environmental Protection (“DEP”) regulations related to preventing grease from flowing into and clogging sewer lines, the Executive Plan added $1.85 million in Fiscal 2007 and $1.4 million in the outyears to maintain and upgrade or replace kitchen grease traps.

· Food Service Costs. To cover inflationary food cost increases, the Executive Plan added $7.9 million in Fiscal 2006 and $16.5 million in Fiscal 2007 and the outyears.

Headcount

There are a total of 5,982 full-time and part-time employees funded in U/A 439; 1,920 full-time employees and 4,062 part-time employees.  The primary positions funded through U/A 439 are school lunch aide and food service manager.

School Facilities

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	435
	School Facilities-PS
	$371,466,177 
	$377,225,032 
	$389,895,835 
	4.96%

	436
	School Facilities-OTPS
	$141,550,818 
	$147,090,618 
	$170,706,218 
	20.60%

	
	Total
	$513,016,995 
	$524,315,650 
	$560,602,053 
	9.28%


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

Executive Plan Actions

· Maintenance for New Schools.  As discussed previously, the Department plans to open 41 new schools in September.  This initiative requires an additional $2.55 million in Fiscal 2007 and the outyears to cover custodial and maintenance expenses at these new schools. 

· Electrical System Survey.  The Executive Plan added $1.2 million in Fiscal 2007 to fund the new compliance costs associated with the national code for maintaining and repairing electrical circuits.

· Florescent Bulb Disposal.  To pay for the disposal and recycling of florescent light bulbs, which contain mercury, and to purchase new, mercury-free bulbs for all future bulb replacements, the Executive Plan added $804,000 in Fiscal 2007 and the outyears.

· Back-up Power for Emergency Exit Lights.  The City Building Code now requires that an alternate power source for emergency and exit lighting systems be available.  The Executive Plan added $750,000 in Fiscal 2007 and $1.5 million in Fiscal 2008 to cover compliance costs.

· Asbestos Inspections.  The Executive Plan added $1 million in Fiscal 2007 and $1.58 million in each of the outyears to cover the increased costs associated with inspecting and reporting on potential asbestos hazards at least once every three years as required by the Federal Asbestos Hazard Emergency Response Act of 1986.

· Inspection of Buildings Over Six Stories.  The Executive Plan added $231,000 in Fiscal 2007 to cover the increased costs of ensuring that building facades are stable as required by Local Law 11.

· Mercury Removal. To remove mercury from schools, including lab and other equipment, the Executive Plan added $540,000 in Fiscal 2007 only.

· Radiator Covers for OST Sites.  The Executive Plan added $2.4 million in Fiscal 2007 to pay for radiator covers at additional Out-of-School-Time program locations, as required by the New York City Department of Health.

Headcount

There are a total of 1,686 full-time and part-time employees funded in the U/A 435.  There are 783 full-time employees and 903 custodial non-pedagogical employees.  Examples of positions funded through U/A 435 include school plant managers, electricians, carpenters, and laborers.

Energy and Leases

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	444
	Energy & Leases-OTPS
	$311,684,037 
	$354,054,473 
	$361,556,481 
	16.00%

	
	Total
	$311,684,037 
	$354,054,473 
	$361,556,481 
	16.00%


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 DOE, and all City-funded DOE leases consisting of space for the community school districts, high schools, special education and central administration.

Executive Plan Actions

· Fuel Adjustment.  The Executive Plan lowered projected spending on fuel in Fiscal 2006 by $6.1 million, and increased it by $9.4 million in Fiscal 2007 and the outyears.

· Heat, Light and Power.  The Executive Plan includes a re-estimate of energy costs that lowers projected spending by $9.6 million in Fiscal 2006 and increases it by $35.5 million in Fiscal 2007 and the outyears.

· Lease Cost Re-estimate.  To reflect updated lease information on existing and forecasted leases, the Executive Plan scheduled budget reductions of $3.1 million in Fiscal 2006, $7.57 in Fiscal 2007, $2.1 million in Fiscal 2008, $2.2 million in Fiscal 2009, and an increase of $2.6 million in Fiscal 2010.

Fringe Benefits

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	461
	Fringe Benefits
	$1,750,514,074 
	$1,791,493,515 
	$1,942,892,268 
	10.99%

	
	Total
	$1,750,514,074 
	$1,791,493,515 
	$1,942,892,268 
	10.99%


Spending scheduled in this unit of appropriation 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.  

Executive Plan Actions

Spending on fringe benefits is a significant component of the Department’s budget overall, and of any major initiative or student enrollment change that has an effect on headcount.  Fringe benefits expenses should be considered whenever spending on a particular program or service is calculated.  For example, in the Executive Plan, the Administration has proposed to increase funding for “New and Expanded Programs” by $39.5 million.  More than $4 million of this increase is scheduled for fringe benefits.  All of the below listed actions are described in further detail in the programmatic areas they relate to.

· Welfare Increase.  The Executive Plan adds $20.2 million in Fiscal 2006 and all years of the Plan.
· FMS Staff for Conversion Project.  The Executive Plan schedules an increase of $40,448 in Fiscal 2007, which grows to $45,911 by Fiscal 2010.

· General Education Register Change.  The Executive Plan adds $12 million in Fiscal 2007, $26.1 million in Fiscal 2008, $37.6 million in Fiscal 2009, and $48.8 million in Fiscal 2010.

· Multiple Pathways.  The Executive Plan adds approximately $250,000 for each year of the Plan.

· New and Expanded Programs.  The Executive Plan schedules an increase of $4.3 million in Fiscal 2007, which grows to $5 million in Fiscal 2010.

· New School Openings.  The Executive Plan schedules an increase of $2.6 million in Fiscal 2007 growing to $3 million in Fiscal 2010.

· Special Education Register Change.  The Executive Plan adds $8.1 million in Fiscal 2007, $7.6 million in Fiscal 2008, $7.2 million in Fiscal 2009, and $6.8 million in Fiscal 2010.  

Collective Bargaining

	U/A#
	U/A Name
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

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

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


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

Unit of Appropriation Overview

The dramatic decrease in collective bargaining spending between the Fiscal 2006 Adopted Budget and the Fiscal 2007 Executive 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 PS units of appropriation. 

Executive Plan Actions

· Collective Bargaining for Local 74 and Local 94.  The Executive Plan schedules a $18.5 million increase in Fiscal 2006 and all years of the Plan to cover costs associated with collective bargaining agreements.

· Collective Bargaining for Staff Analysts.  The Executive Plan schedules a $7,443 increase in Fiscal 2006 and a $14,555 increase in all years of the Plan to cover costs associated with collective bargaining agreements.

APPENDIX 1

	Unit of Appropriation
	Fiscal 2006 Adopted Budget
	Fiscal 2006 Modified as of 5/1/2006
	Fiscal 2007 Executive Budget
	Percent Change Since Adopted

	401-GE Instr & Sch Leadership
	$4,076,415,366 
	$4,443,325,229 
	$4,892,145,950 
	20.01%

	403-SE Instr & Sch Leadership
	$717,812,547 
	$805,852,775 
	$880,140,253 
	22.61%

	415-Regional & CW Instr & Oper Administration
	$190,291,442 
	$211,612,012 
	$212,380,899 
	11.61%

	421-CW SE Instruction & School Leadership
	$535,708,104 
	$588,325,028 
	$609,284,697 
	13.73%

	423-SE Instructional Support
	$146,851,792 
	$155,801,643 
	$161,459,529 
	9.95%

	435-School Facilities
	$371,466,177 
	$377,225,032 
	$389,895,835 
	4.96%

	439-School Food Services
	$176,000,263 
	$177,459,322 
	$175,185,225 
	-0.46%

	453-Central Administration
	$155,620,370 
	$160,072,652 
	$146,705,130 
	-5.73%

	461-Fringe Benefits
	$1,750,514,074 
	$1,791,493,515 
	$1,942,892,268 
	10.99%

	481-Categorical Programs
	$1,831,673,063 
	$1,789,527,772 
	$1,339,158,251 
	-26.89%

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

	Total PS
	$10,133,771,623
	$10,524,918,589
	$10,773,473,653
	6.31%

	402-GE Instr & Sch Leadership-OTPS
	$470,104,426 
	$471,243,431 
	$512,273,684 
	8.97%

	404-SE Instr & Sch Leadership-OTPS
	$9,735,000 
	$9,735,000 
	$9,735,000 
	0.00%

	416-Regional & CW Instr & Oper Ad
	$23,073,956 
	$23,073,956 
	$14,074,072 
	-39.00%

	422-CW SE Instr & Sch Leadership-OTPS
	$29,395,400 
	$29,395,400 
	$21,422,400 
	-27.12%

	424-SE Instructional Support-OTPS
	$105,030,114 
	$105,030,114 
	$125,029,918 
	19.04%

	436-School Facilities-OTPS
	$141,550,818 
	$147,090,618 
	$170,706,218 
	20.60%

	438-Pupil Transportation
	$818,298,060 
	$818,778,623 
	$915,813,060 
	11.92%

	440-School Food Services-OTPS
	$155,000,000 
	$154,703,183 
	$174,911,674 
	12.85%

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

	444-Energy & Leases-OTPS
	$311,684,037 
	$354,054,473 
	$361,556,481 
	16.00%

	454-Central Administration-OTPS
	$189,669,586 
	$226,890,296 
	$209,873,835 
	10.65%

	470-SE Pre-K Contract Payments
	$455,555,000 
	$496,987,000 
	$541,531,689 
	18.87%

	472-Charter/Contract/Foster Care
	$334,266,281 
	$395,413,910 
	$485,646,260 
	45.29%

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

	482-Categorical Programs-OTPS
	$757,383,670 
	$856,570,217 
	$783,154,582 
	3.40%

	Total OTPS
	$4,010,148,744 
	$4,300,552,991 
	$4,548,863,207 
	13.43%

	Total Expenditures
	$14,143,918,361 
	$14,825,471,580 
	$15,322,334,853 
	8.33%


Capital Budget Report

Agency Overview
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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 students.

Current Budget Summary
The May 2006 Capital Commitment Plan includes $10.3 billion in Fiscals 2007-2010 for the Department of Education (including City and Non-City funds).  This represents 28.2 percent of the City’s total $36.5 billion May Plan for Fiscals 2007-2010.  The agency's May Commitment Plan for Fiscal 2007-2010 is 14.4 percent greater than the $9.0 billion in the September Commitment Plan, an increase of $1.3 billion.  This is because the City is now expecting an additional $1.3 billion from the State in Fiscal 2007-2010.

In its 2007 budget the State has finally agreed to provide its 50 percent share of the $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 $13.1 billion 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)



	
	FY01
	FY02
	FY03
	FY04
	FY05

	CITY
	2,178
	1,337
	880
	571
	2,188

	NON-CITY
	251
	3
	73
	22
	0

	TOTAL
	2,429
	1,340
	953
	593
	2,188


The Adopted Four-Year Capital Plan is shown below:

	ADOPTED CAPITAL BUDGET – SEPTEMBER 2005

($ in millions)



	
	FY07
	FY08
	FY09
	FY10
	FY’s 07-10

	CITY
	925.1
	1,009.5
	1,209.5
	1,097.4
	4,241.5

	NON-CITY
	1,715.8
	1,615.8
	1,415.8
	0
	4,747.5

	TOTAL
	2,640.9
	2,625.4
	2,625.4
	1,097.4
	8,989.1


The Executive Four-Year Capital Plan is shown below:

	EXECUTIVE CAPITAL PLAN – MAY 2006

($ in millions)



	
	FY07
	FY08
	FY09
	FY10
	FY’s 07-10

	CITY
	927.8
	1,009.5
	1,209.5
	1,097.4
	4,244.2

	NON-CITY
	2,072.5
	2,004.5
	2,004.5
	0
	6,081.4

	TOTAL
	3,000.2
	3,0134.0
	3,214.0
	1,097.4
	10,325.6


A Brief History of DOE’s Five-Year Capital Plan for Fiscal 2005-2009
In June 2004, the City Council adopted the Department’s $13.1 billion Five-Year Capital Plan for Fiscal Years 2005-2009.  New York State was expected to provide half the funding ($1.3 billion per year) for a total of $6.5 billion towards the Five-Year Plan.

In February 2005, the Administration released a Draft Amendment that proposed to remove $1.3 billion in State funding from Fiscal 2005, the first year of the Five-Year Plan.  The amendment would have reduced the assumption of State funding in the Five-Year Plan by 20 percent to $5.2 billion.  At the time none of the State funds had been proposed.  To effect this change, $1.3 billion in projects scheduled for commitment in each year of the Five-Year Plan were delayed to the following year. The $1.3 billion in projects originally planned for Fiscal 2009 – the last year of the current Five-Year Plan – would have been delayed until the first year of the next Five-Year Plan (Fiscal Year 2010).  Over $200 million was added for inflation costs in the next Five-Year Plan in order to complete the projects that were delayed by the State’s funding shortfall.

The City Council’s response to the removal of State funds was swift and unequivocal: State funding removed in the February 2005 Draft must be replaced by City funding. The Council demanded a capital budget modification to replace the unallocated State funding with City funds.  On March 23, 2005 the Council approved a budget modification that included an appropriation of $1.3 billion in City funds.  This appropriation provided $2.6 billion of City funding for education projects in Fiscal 2005.  The March 2005 Draft reflected the City Council’s historic appropriation of $1.3 billion in City funds that fully funded the capital plan the Council adopted in June 2004. As a result, thousands of school repair projects that would have been removed or delayed by the Administration’s proposed February 2005 Draft went on as scheduled.  The additional City funds for Fiscal 2005 were moved up from later years of the Five-Year Plan, which created a larger reliance on State funding for each of the four remaining years of the plan.   

The restoration of funds came near the end of the fiscal year, which raised concerns about whether projects could be committed as scheduled. The Department committed approximately $2.1 billion out of the $2.6 billion appropriated in Fiscal 2005.  The $2.6 billion in capital funds for schools is the largest amount of City educational capital funds ever appropriated in one year.  The City Council adopted an Amendment to the Five-Year Capital Plan in June 2005 that included $1.8 billion in State funds for the Fiscal 2006 capital program for education. New York State’s Fiscal 2006-2007 Adopted Budget did not include any capital funding for education.  The State’s failure to appropriate funds thus created a $1.8 billion shortfall in Fiscal 2006, the second year of the Five-Year Capital Plan. 

December 2005

[image: image3.png]


The Department of Education released a Proposed 2006 Draft Five-Year Educational Capital Amendment in December 2005.  Due to a back loading of State funds to Fiscal 2006 and beyond, this Amendment required $1.8 billion in State funds in the current year to have a fully funded Fiscal 2006 program.  For the first time, the Proposed Amendment assigns program categories and individual projects to either State or City funding sources based upon DOE’s reading of the State Supreme Court ruling in the Campaign for Fiscal Equity lawsuit.  State Supreme Court Justice Leland DeGrasse ordered the State provide the City with $9.17 billion in capital funding for the schools.  

The projects assigned to State funding represent only a portion of the obligations that the Courts have directed the State to fund, including increasing classroom capacity and creating or improving libraries, science labs and athletic facilities.  Major program categories linked to City funds include CIP (Capital Improvement Projects) rehabilitation of existing schools, school safety and emergency work.  The technology category is funded from both State and City funds.  Any program category or individual project that was assigned to State funding in this Proposed Amendment will not be completed without either the State’s acceptance of the CFE ruling (the allocation of State funds) or additional City funding to cover the State’s shortfall.  

The December 2005 Amendment included a fully funded Fiscal 2006 capital program that totaled $3.3 billion; $1.4 billion in City funds ($800 million in newly appropriated City funds, $500 million in uncommitted Fiscal 2005 City funds and $100 million in City Council and Borough President funds) and $1.8 billion in unallocated State funds.

February 2006

The Department of Education released a Proposed 2006 Draft Five-Year Educational Capital Amendment in February 2006.  The February 2006 Draft Amendment maintained the practice introduced in the December 2005 Draft of assigning individual projects to either State or City funds.  However, the December Draft Amendment assumed State funding would be available in Fiscal 2006.  The February 2006 Draft reflected the fact that the State had not yet provided any capital funding for the remainder of this City fiscal year.  Therefore, the Amendment proposed that the $6.5 billion in State funding would be allocated in Fiscal Years 2007, 2008 and 2009 (approximately $2.2 billion per year) and showed no State-funded projects in Fiscal 2006; those State-funded projects were moved to Fiscal 2007 and beyond.  

With no State funds available in Fiscal 2006, the Draft Amendment reduced the capital commitments in Fiscal 2006 from $3.3 billion in the December Amendment to the $1.4 billion that were available in City funds.  Project categories affected by the absence of State funds included new schools, science labs, athletic facilities, art facilities and technology.  

As a result of the unrealized State funding in Fiscal 2006, 21 capacity projects creating nearly 15,000 new classrooms were put on hold.  These include elementary, middle and high school facilities throughout the City.  In addition, the City deferred nearly 40 science labs, 15 new libraries, 60 new athletic facilities, 40 new art facilities, 20 new technology upgrades and 20 new heating systems.

On February 27, the Department’s Panel for Educational Policy voted to approve the February 2006 Amendment to the Five-Year Capital Plan.  The Panel approved the cuts 10 to 2, with one member absent.  The Speaker and more than two dozen Council Members attended the meeting and asked the Panel to delay its vote to give Albany more time to come up with additional money.  The Plan was then forwarded to the City Council for approval.

May 2006

On April 24, 2006, the Governor, the Mayor, the leaders of the State legislature and the City Council Speaker announced an historic agreement and the passage of State legislation that would guarantee New York City up to $6.5 billion in State aid to cover half the cost of the Department of Education’s Five-Year Capital Plan for Fiscal 2005-2009.  This was the amount of State funding envisioned when the City Council approved the Plan in June 2004.  The funding agreement has two different components.

The payment of $1.8 billion to the Department through the borrowing of the Dormitory Authority of the State of New York (DASNY) is the first part of the deal.  The funding is essentially upfront payments with no cost to the City.  The DASNY funding is unprecedented because it basically a grant of $1.8 billion to cover capital construction costs for the City’s school system.  Presently, the City is working with DASNY and the State Education Department (SED) to figure out the particulars of this funding.

The second component of the deal allows for an additional $9.4 billion of TFA borrowing authority, half of which will be paid for by State building aid.  The reimbursement for half of the TFA borrowing ($4.7 billion) will come to the City through a building aid formula that provides the City with additional funding.  This new state building aid was approved by the State last year but new regulations have still not been issued by the SED.  The City is supposed to be reimbursed with building aid for up to 50 percent of its costs.  This increased building aid to the City is not supposed to be tied to the current 38 percent share the City of New York receives in total funding for school aid from the State.  

The May 2006 Draft Amendment reflects a fully funded Plan opposed to the February 2006 Draft Amendment that reflected the fact the State had not yet provided any capital funding and the likelihood that the State would not provide any funds for the remainder of Fiscal 2006.  As a result of the unrealized State funding, 21 capacity projects creating nearly 15,000 new classroom seats were put on hold.  In addition, nearly 40 science labs, 15 new libraries, 60 new athletic facilities, 40 new art facilities, 20 new technology upgrades and 20 new heating systems were deferred. 

The May Amendment restores a large number of capacity, restructuring and CIP projects for commitment in the remaining weeks of Fiscal 2006.  When the provision of State funds were announced, the Department reviewed the design status of the projects that had been linked to State funds and were previously deferred to Fiscal 2007 or later.  In restoring deferred projects to Fiscal 2006, the Department sought to balance the number of projects that had complete designs with the need to avoid flooding the construction market and to obtain cost-effective bids.

The Amendment was submitted to the City Council last week.  The Department and the SCA have stated that beside changes in the timing of projects due to the infusion of State funding in Fiscal 2006 there were no other major changes to the Plan.  The Council is waiting for the DOE/SCA to provide a variance report outlining specific changes between the February and May Amendments.  The Council must approve or disapprove the Amendment before the start of Fiscal 2007.

Highlights of the Fiscal 2005-2009 Five-Year Plan 

By successfully securing the State’s $6.5 billion share of the $13.1 billion Five-Year Plan the City now expects to provide the following:

· The construction or lease build out of more than 100 new schools and additions creating 66,358 new classroom seats (16,455 in Brooklyn, 19,425 in the Bronx, 3,591 in Manhattan, 23,345 in Queens and 3,542 in Staten Island).  In September 2006, 2,400 of these new seats will come on line.

· In excess of $2.5 billion to rehabilitate existing schools through the CIP Program

· Over $1.5 billion for the SIRA (School Improvement and Restructuring Allocation) program, which will restructure and enhance facilities at hundreds of struggling schools 

· An amount of $1.1 billion for technology and safety enhancements, providing internet connections to every classroom and security cameras at hundreds of schools

· Approximately $1 billion for general enhancements, such as science lab upgrades, accessibility, physical fitness upgrades and auditorium upgrades.
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