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1 e Executive Summary

The fiscal landscape of the District of Columbia has experienced a significant transformation in
recent years. Despite the COVID-19 pandemic’s swift and adverse impact on residents and the
economy, the District’s finances initially remained strong, buoyed by a substantial federal fiscal aid
package during fiscal years 2020-2024. Federal aid, coupled with substantial reserves, allowed
the city to grow its local budget by 34 percent between fiscal years 2019 and 2024, while the city’s

local revenues grew half as fast at 17 percent.

Throughout the pandemic, school budgets
became increasingly reliant on non-formula
funds.

Public school funding in D.C. has grown even
faster than the general city budget. From fiscal
year 2019 to fiscal year 2024, local education
agency (LEA) budgets, which include both the
District of Columbia Public Schools (DCPS)
and public charter schools, increased from
$17 billion to at least $2.7 billion. The budgets
show a 56 percent increase in spending while
student enrollment grew by approximately 9
percent in the same period.

Growth in school budgets was not solely due
to increases to the Universal Per Student
Funding Formula (UPSFF). It also resulted from
federal fiscal aid like the Elementary and Sec-
ondary Emergency Relief Fund (ESSER) and
additional local funding LEAS received for var-
ious purposes including budget stabilization,
pandemic supports, and negotiated teacher
salary increases (in the case of DCPS) and
other salary increases (in the case of charter
LEAS). Prior to fiscal year 2021, these non-for-
mula dollars made up a negligible share of
LEA budgets. However, by fiscal year 2024,
their share had increased to an estimated 15
percent.

ESSER and most of the local non-formula
funds are expiring in fiscal year 2025, leaving
schools with significant resource gaps. It will
be difficult to make up for these gaps through
a formula funding increase. The District gov-
ernment itself will no longer have access to
federal fiscal aid, and the city will have to
tackle additional fiscal challenges such as
weakening revenues, declining reserves, and
a budget gap at the Washington Metropolitan
Area Transit Authority (WMATA). As a result,
LEAs must now prepare and develop strat-
egies to dampen the consequences of the
impending fiscal cliff.

The two key sources of future fiscal distress
are enrollment and staffing.

While all schools will face tough decisions

in fiscal year 2025, schools serving a larger
share of economically disadvantaged stu-
dents, especially at earlier grade bands, will
face greater fiscal distress. LEAs with a larger
population of economically disadvantaged
students received larger amounts of ESSER
funds, as ESSER funds were weighted more
heavily for economically disadvantaged stu-
dents. These LEAs will see |arger gaps when
ESSER funds expire. Future enrollment growth
can ease some of



this fiscal pain, but schools serving earlier
grade bands did not see any enrollment
growth in recent years. Key indicators—de-
clining births and weakening cohort retention
rates—suggest this will continue to be the
case in the next few years to come.

Another indicator of future fiscal distress is
staffing growth. Between school years 2019-
20 and 2022-23, total enrollment across all
LEAs that were eligible for ESSER funds grew
by 333 students, while staffing (including
teachers and other types of employees) grew
by over 1,631." LEAs that have used a larger
share of their temporary funding to expand
staff will likely have to cut positions, which
might disrupt school programs and learning.

Despite significant investments in recov-
ery-related programs, full academic recov-
ery is far from complete.

Partnership for Assessment of Readiness

for Collage and Careers (PARCC) scores on
the statewide assessment suggest return-
ing to pre-pandemic academic achievement
levels may take many years, particularly for
high school students. Elementary and middle
school students showed some improvement
in English Language Arts (ELA) and math
scores. However, high school students have
not shown progress, with current proficiency
levels comparable to or worse than those
from several years ago. Slow improvement
rates suggest a prolonged recovery period
during which students will need additional
supports but funding will be unavailable.

Compounding the challenges around aca-
demic recovery, 44 percent of students were
chronically absent (missing 10 percent of
school days or more) in school year 2022-

23. This marks a significant increase from the
last school year prior to the pandemic (school
year 2018-19) when 29 percent of students
were chronically absent. This comparison is
further complicated by a recent change in the
District’'s absenteeism policy, which increased
the share of the school day a student can
miss before being counted as absent from 20
percent to 40 percent.

Chronic absenteeism is particularly acute
among high school students. Across D.Cs
high schools, 60 percent of students were
chronically absent in school year 2022-23,
and a third of 9th graders missed more than
30 percent of school days.

Absenteeism is arguably the greatest imped-
iment to recovery as it undermines the effec-
tiveness of educational investments. When
students are absent, they miss critical instruc-
tional time and other resources, hindering
their academic and socioemotional develop-
ment.

D.C.’s public schools must prepare for a
difficult fiscal future.

Increased reliance on temporary and sup-
plementary funding sources, combined with
growing demands on school budgets, creates
a complex and challenging financial future for
D.C!s public schools. Across the entire public
school system, LEAs are collectively relying
on an estimated $410 million in non-formu-

la funds for school year 2023-24. To fully
match these non-formula funds for school
year 2024-25, formula-driven resources must
increase by an estimated 15 percent. It is
worth noting that this fiscal cliff is atypical, and
caused by well-intended funds for supporting
students during pandemic recovery—and not



a result of historical overspending, for exam-
ple.

Executing such an increase under the current
fiscal picture would be a tremendously heavy
lift. The city’s own revenue is projected to
grow at 2.8 percent from fiscal year 2024

to fiscal year 2025. If formula-driven school
funding were to grow at the same rate, it
would generate an estimated $70 million in
additional funding, or about one fifth of the
non-formula funds schools are receiving
during the 2023-24 school year.

Under this new fiscal reality, as federal aid

expires and financial pressures intensify, LEAs

must adopt new fiscal strategies to navigate
challenges effectively. School leaders will
not know the full extent of the resources
they will have for school year 2024-25 until
the District’'s own fiscal year 2025 budget

is adopted in June 2024. In the meantime,
they can prepare for challenging times by
preparing early and planning conservatively.

For LEAs facing cuts, it will be important

to communicate changes in budgets with
staff, families, and communities as early and
as clearly as possible, and seek feedback
that can help leaders set priorities. Given
the rapid expansion of staffing at schools in

recent years, school leaders should adopt
smart retention policies and plan ahead if
staff reductions are going to be a part of

their budget strategies. At the systems level,
measuring the impact of different investments
schools have undertaken since the beginning
of the pandemic can help leaders identify

and prioritize high-impact and high-value
programs. School leaders can create a softer
landing by using their remaining ESSER funds
to meet future needs. Smaller single-site LEAS
can contemplate resource sharing with other
small LEAs that serve similar students or share
a mission.



e Introduction

Although COVID-19’s impact on the District’s
residents and its economy was swift, the
city’s finances did not immediately suffer. The
District government, along with other state
and local governments, received a substan-
tial federal fiscal aid package for fiscal years
2020 through 2024 so the city could invest
in programs necessary to support its resi-
dents through an extremely difficult period.

In the case of the District of Columbia, this
meant access to $4.7 billion in federal funds
in addition to direct supports to residents and
businesses.? To put this in context, the annual
local revenue for the city has averaged $9.2
billion between fiscal years 2020 and 2024.
Spread over this five-year period, the federal
fiscal aid was the equivalent of 10 percent of
the District’s local revenue.

Additionally, years of conservative revenue
estimates and lower-than-expected spend-
ing left the city with substantial end-of-year
surpluses which resulted in growing reserves
that were then used to balance future bud-
gets. Consequently, between fiscal years 2019
and 2024, the District’s own revenue is pro-
jected to grow by 17 percent, but its operating
expenditures are increasing twice as fast, at
34 percent.

Growth in D.C.'s operating expenditures and recurring revenues since fiscal year 2019
411%
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D.C’s public school budgets grew even faster.
In fiscal year 2019, District of Columbia Public
Schools (DCPS) and public charter schools
collectively received $17 billion through the
District’s budget. This amount was determined
by the Universal Per Student Funding Formu-
la (UPSFF), which has traditionally been the
only locally funded budget source for public
schools.?

By fiscal year 2024, the total budget allocated
for public schools rose to at least $2.7 billion,
with varying increases for DCPS and public
charter local education agencies (LEAS). This
marked a 56 percent increase from fiscal year
2019, while enrollment grew by about 9 per-
cent during this period.*

About two-thirds of the growth in school bud-
gets was driven by a substantial increase in
resources schools have received through the
UPSFF. The remaining one-third was the result
of funds that DCPS and public charter schools
received outside the formula. Starting in 2022,
about 4 percent of school budgets have been
financed by federal grants from the Elemen-
tary and Secondary School Emergency Relief
Fund (ESSER). Additionally, schools received
other local resources outside the formula for
purposes like budget stabilization, pandemic
relief, and teacher salary increases. In fiscal
year 2019, the contribution from such local
non-formula sources was minimal. However,
the share of non-formula local dollars in-
creased to 8.2 percent in fiscal year 2023 and
is projected to be 6.7 percent in fiscal year
2024,

Public school funding in D.C.
Fiscal years 2019 through 2024
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$2.0B

$1.75B
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Source: Budget Extracts for public education in D.C,,
Office of the Chief Financial Officer.

Note: Fiscal years 2023 and 2024 figures exclude
intradistricted funds. Also private funds, and special
purpose revenue are excluded from these figures. The
ESSER funds are allocated to fiscal years using the
annual ESSER fund reports OSSE files with the federal
government and OSSE Dashboard.



The District of Columbia is now preparing to
adopt its budget and financial plan for fiscal
years 2025 through 2028. Fiscal year 2025
marks the first year since the pandemic’s on-
set when the District will not have any federal
fiscal aid. The city faces added fiscal challeng-
es such as weakening revenue projections, fi-
nancial demands from the Washington Metro-
politan Area Transit Authority (WMATA) to fund
public transit for the region, and other budget
pressures. The financial plan indicates that to
balance its projected budget with projected
resources, the city’s total spending from local
sources in fiscal year 2025 must remain the
same as in fiscal year 2024.°> If applied equal-
ly across all agency budgets, this would imply
zero growth for the locally funded portions of
school budgets and an effective decline of 6
percent in school funding due to the loss of
ESSER funds. This would be a significant shift
from the recent trend of an average 9 percent
annual increase in school budgets.

Teacher salaries add another layer of financial
strain. In 2023, the District signed a collective
bargaining agreement with the Washington
Teachers’ Union (WTU), which includes DCPS
teachers only. Although the agreement is new,
it is backward looking and covers a four-year
period between 2019 and 2023. Negotiated
pay increases under the contract are expect-
ed to cost $92 million in fiscal year 2025 and
$103 million in fiscal year 2026.° Currently,
these costs are covered largely by the Work-
force Investment Fund, not the standard for-
mula funding.” Including these salary increas-
es for DCPS and public charter schools in the
funding formula cannot be accommodated in
the current financial plan without cost-cutting
elsewhere in the D.C. government.®2 Moreover,
these concerns do not account for any addi-
tional wage increases that might be negotiat-
ed for 2024 and beyond.

The financial outlook for schools could im-

Actual, approved, and projected funding for D.C.'s public schools

Fiscal year 2019 through 2027
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prove in coming years if local revenue in-
creases rapidly, but the current picture is not
particularly bright. In fiscal year 2025, the Dis-
trict’s local revenue is projected to increase
by 2.8 percent,® or $280 million. To put this
number in context, in fiscal year 2024, schools
are relying on an estimated $410 million in
combined ESSER and non-formula funds.

The expiration of federal fiscal aid, combined
with a weakening revenue picture and lack-
luster enrollment growth, points to a loss of
significant resources and a potential fiscal cliff
for the District’s public schools. The size of
this cliff will vary across LEAs. LEASs that serve
a large share of economically disadvantaged
students, especially at earlier grades, will
experience the biggest fiscal shocks. These
LEAs received larger amounts of ESSER funds
per-pupil and will therefore experience larger
losses when ESSER funding expires. Given
birth and cohort retention trends, schools

that serve earlier grades are also least likely
to make up for this loss through enroliment
growth. LEAs that have spent a larger share
of their ESSER funds on staff salaries will face
particularly complex decisions. Finally, smaller,
single-site LEAs will likely see bigger impacts
on instructional programs.

This report examines the sources of growth
in school budgets in D.C.’s public school
budgets in the last five years, quantifies the
amount of temporary funds in school bud-
gets, and identifies indicators of future fiscal
distress, including the acute needs that have
not yet been fully met. It also describes the
fiscal environment in which the District must
operate in the coming years and provides
recommendations on what schools could do
to prepare for the upcoming leaner years.



What are the sources of growth in the
® District’s public school budgets?

The expiration of federal fiscal aid, combined
with a weakening revenue picture and lack-
luster enrollment growth, points to a loss of
significant resources and a potential fiscal cliff
for the District’'s public schools. The size of
this cliff will vary across LEAs. LEAs that serve
a large share of economically disadvantaged
students, especially at earlier grades, will
experience the biggest fiscal shocks. These
LEAs received larger amounts of ESSER funds
per-pupil and will therefore experience larger
losses when ESSER funding expires. Given
birth and cohort retention trends, schools

that serve earlier grades are also least likely
to make up for this loss through enroliment
growth. LEAs that have spent a larger share
of their ESSER funds on staff salaries will face
particularly complex decisions. Finally, smaller,
single-site LEAs will likely see bigger impacts
on instructional programs.

This report examines the sources of growth
in school budgets in D.C's public school
budgets in the last five years, quantifies the
amount of temporary funds in school bud-
gets, and identifies indicators of future fiscal
distress, including the acute needs that have
not yet been fully met. It also describes the
fiscal environment in which the District must
operate in the coming years and provides
recommendations on what schools could do
to prepare for the upcoming leaner years.

How has public school funding grown in
D.C.?

The primary funding mechanism for the Dis-
trict’s public schools is the UPSFF. The formu-

la determines the budgets based on factors
such as the number of students, their grade
levels, and specific student characteristics.
Formula funding is distributed at the LEA level,
which refers to the entity that has administra-
tive control over the schools. LEAs can have
multiple schools (such as DCPS or KIPP DC
PCS) or a single site with just one school (like
39 percent of public charter schools in school
year 2021-22).

Each year, the city sets the foundation level
funding, the base amount to which the city’s
funding formula is applied.” Schools receive
base level funding for each student, with
adjustments made for different student char-
acteristics. For example, in fiscal year 2024,
the foundation level funding was $13,046 per
student. Schools received this amount for
each student enrolled in grades 1through 5,
because students at these grade levels are
assigned a formula weight of 1. However, for
PK3 students, who are assigned a formula
weight of 1.34, LEAs received $17,872.

In addition, schools receive more money for
students who are considered at-risk," are
English learners, or have disabilities. Schools
with a high concentration of at-risk students
also receive more funding through the formula
via additional weights based on the school’s
percentage of at-risk students.

Growth in UPSFF funds

Since the beginning of the pandemic through
fiscal year 2024, school funding allocated
through UPSFF increased by nearly $600 mil-
lion. This is approximately 33 percent above



formula-driven funding in the fiscal year 2019
budget.

About two thirds of the growth in formula
funding has been driven by the increases the
District made to the foundation-level funding.
Since fiscal year 2019, the foundation level
funding for UPSFF increased by 22 percent,
with most of this growth happening in the

last two years. In fiscal year 2020, the UPSFF
foundational level increased by $322 per
student, or 3 percent. In fiscal years 2023 and
2024, it grew by $689 and $627 respectively,
or over 5 percent. These increases are on par

with higher annual inflation in these years.

During the same period, average per-student
funding that public schools received through
the funding formula (after the application of
weights) increased from $18,777 to $23,553
(average of the per student weighted fund-
ing), marking a 25 percent increase. The total
per-pupil funding increased faster than the
foundation level funding because of weight
adjustments for at-risk students, an increase in
the share of at-risk students, and other chang-
es to weights.

Changes in the foundation level funding in D.C.'s universal per student funding formula
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Education funding by source detail and sector
Fiscal years 2020 through 2024

DCPS UPSFF
One time
resources
Total

Public UPSFF

charter

schools
One time
resources
Total

Grand Total

UPSFF

Early Stages

ESSER|

ESSER I

ESSER I

IMPACT Bonuses
Pandemic Supplement
Pay increases

Stabllization 95%

Facilities Allottment
UPSFF

CARES Equivalent
ESSER Equivalent
ESSER|

ESSER I

ESSER Il

Pandemic Supplement

Pay increases

FY 2020
$926,927,327

$926,927,327
$150,635,220
$754,133,637

$3,537,599

$908,306,456
$1,835,233,783

FY 2021
$978,266,971

$17,071,353
$29,695,536
$4,706,103

$1,029,739,964
$153,932,346
$780,967,222
$3,188,637

$10,819,662

$2,145,445

$951,053,312
$1,980,793,276

FY 2022
$988,223,616

$2,693,917
$1,705,410
$38,559,751

$12,317,771
$1,043,500,465
$158,809,544
$852,013,043

$13,472,940
$1,386,879
$27,393,659
$19,449,568

$1,072,525,634
$2,116,026,099

Source: Budget extracts for public education in D.C., Office of the Chief Financial Officer

Note: Fiscal years 2023 and 2024 figures exclude intradistricted funds. Also private funds, and special
purpose revenue are excluded from these figures. The ESSER funds are allocated to fiscal years using

the annual ESSER fund reports OSSE files with the federal government, and OSSE Dashboard.

Increases outside the funding formula

From fiscal years 2020 to 2024, D.Cs public
schools have received a new influx of at least
$900 million from sources other than the
standard funding formula. This extra money
accounted for 7 percent of the total school
funding during this period. Out of this amount,

approximately $540 million came from federal

ESSER grants. The remaining funds are from

various local sources distributed outside the
funding formula to address specific needs in

public schools.

FY 2023
$1,092,354,401

$9,789,589

$29,695,536
$32,994
$19,400,000
$9,559,091
$148,070,000
$9,464,335
$1,318,365,946
$166,926,329
$932,230,459

$27,559,063
$56,247,704
$8,605,828

$1,191,569,382
$2,509,935,328
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FY 2024
$1,146,822,000

$10,041,085

$151,686,927
$19,400,000
$10,437,996
$57,700,000
$3,836,991
$1,399,924,999
$175,966,774
$1,002,830,936

$75,000,808
$9,397,086
$73,500,000
$1,336,695,604
$2,736,620,603
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The proportion of spending from federal
ESSER funds and local non-formula funds is
higher for DCPS compared to charter schools.
Between fiscal years 2020 and 2024, 10 per-
cent of DCPS budget has been funded from
these non-formula sources. For public charter
schools, this share was 6.4 percent.



ESSER funds

By the end of fiscal year 2023, 48 LEAs in D.C.

designated as Title | schools (meaning at least
40 percent of their students are low income),
received and spent an estimated $286 mil-
lion of ESSER funds.” This averages to $1134
per pupil each year between fiscal years
2020 and 2023 and is distributed over three
rounds. This is a sizeable amount—10 percent
of foundation level funding, and 5.3 percent
of all per-pupil funding schools received
through the formula (after the incorporation of
weights).

According to the spending data reported on
OSSE’s LEA ESSER Dashboard, $226 million
of ESSER Il funds remain unspent across all
eligible LEAs, which must be used or obligat-
ed by September 30, 2024." If LEAs spend all
of the $226 million in school year 2023-24,
they will effectively gain $2,690 per enrolled
student. This amount is the equivalent of 20
percent of their foundational level funding and
9.9 percent of their total per-pupil funding for
the 2023-24 school year, as calculated by the
UPSFF.

Per pupil ESSER funds spent or budgeted at qualifying schools in levels and as a share of total UPSFF

funding
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Source: Budget extracts for public education in D.C., Office of the Chief Financial Officer and

Enrollment audits, Office of the State Superintendent of Education

Note: ESSER funding spending by fiscal year for the charter sector is estimated using annual reports D.C. POLICY CENTER
from OSSE to the Federal Department of Education for fiscal years 2020, 2021, and 2022, and OSSE —

ESSER dashboard for fiscal year 2023. Unspent ESSER |l funding is assumed to be budgeted for Fiscal Education Policy Initiative
Year 2024. The per pupil ESSER funding calculation uses total students who qualified for UPSFF

funding, excluding non Title | schools.



ESSER spending

As a part of their Department of Educated
mandated reporting, LEAs must provide a
brief description of how their ESSER-sup-
ported programs and interventions respond
to students’ academic, social, and emotional
needs. An analysis of these brief descriptions
identifies the following common themes:™

1. Targeted interventions and tutoring:
Many LEAs have implemented targeted
tutoring and intervention programs focus-
ing on reading and math skills to address
learning gaps. These programs often in-
volve small group or one-on-one instruc-
tion and use evidence-based methods

to support students from underserved
communities.

2. Enhanced staffing: To reduce the stu-
dent-to-teacher ratio and provide more
personalized instruction, schools have
hired additional staff members, including
special education teachers, intervention-
ists, and classroom aides.

3. Professional development: Schools
have invested in training teachers in
various educational approaches, such
as Universal Design for Learning (UDL),
to better engage and support all learn-
ers, especially those from diverse back-
grounds and with disabilities.

4. Use of data: Schools also report an
increased use of data-driven strategies to
identify students who need support and

to track the effectiveness of interventions.

5. Social-emotional support: Schools
have invested in social-emotional learn-
ing (SEL), counseling, and mental health
resources.

6. Curriculum enhancements: Schools
report adoption of new curricula and

educational materials, including comput-
erized programs, to support skill develop-
ment in key areas like reading (including
investments in Science of Reading).

7. Equity and access: Schools report
investments that are accessible to all stu-
dents, particularly those from historically
underserved groups, such as racial and
ethnic minorities, low-income families,
and students with disabilities.

8. Parental and community engage-
ment: Some schools have offered train-
ing for parents to help support their
children’s academic performance, aiming
for community involvement in student
success.

According to data from OSSE’s LEA ESSER
Dashboard, by the end of fiscal year 2023,
LEAs have reported investing $195 million
of their ESSER funds in accelerated learning
supporting in programs like high impact tu-
toring, summer programs, and teacher train-
ing."® Another $50 million had been invested
in safe school reopening, which includes
building upgrades and the purchase of nec-
essary supplies.

While schools often mention student and
staff wellbeing as a priority, it has accounted
for a relatively small share of total ESSER
spending, representing 8 percent of report-
ed spending. One probable reason for this
smaller allocation is that schools received
separate funding for school-based mental
health both from the D.C. government and
the federal government through a Depart-
ment of Education grant.



ESSER spending by category

Accelerate learning

Safe reopening - $50.0M

Student and staff wellbeing . $23.4M
Other expenditures . $16.9M

$0.0M $50.0M

Source: LEA ESSER Dashboard, Office of the State Superintendent of Education

Note: Data reported as of August 2023,

DCPS, which has been awarded 56 percent of
ESSER funds, has reported it allocated these
funds both at the central level and directly to
individual schools to address the academic,
social, and emotional needs of students.™
According to data provided by DCPS, from
fiscal year 2021 to fiscal year 2024, DCPS
has allocated $21.2 million of its ESSER funds
to schools. DCPS schools used ESSER funds
to hire staff, purchase instructional resources
and materials, and provide teacher materials
and professional development aligned with a
holistic approach to child development.

At the central level, DCPS has used ESSER
funds to support various initiatives includ-
ing citywide summer programming, teacher
training, specific supports for English learner
students and their families, high impact tutor-
ing, special education, and support for the

$195.3M

$100.0M $150.0M $200.0M

Amount
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Science of Reading and Multi-Tiered Systems
of Support.”

Additionally, since fiscal year 2021, DCPS

has used $33.7 million of its ESSER funds to
enhance safety measures and support oper-
ational activities. According to data shared by
DCPS, it plans to invest another $19.2 million
in the same area in fiscal year 2024.

Out of the 48 LEASs that qualified for ESSER
funds, 30 LEAs, collectively representing 30
percent of Title | school enroliment, have
provided additional information on the specific
type of program or activity in which they have
invested their ESSER funding.”® These data
show that the most common type of invest-
ments includes targeted supports for the most
vulnerable students, which was mentioned by
23 LEAs. In addition, 19 LEASs reported hiring



new staff, and 15 LEAs reported providing
tutoring. Student social-emotional wellbeing,
summer learning, investments in curricula and
new data systems, and extended instructional
time are also popular investments. In addition,
11 LEAs reported using their ESSER funding to
create more flexibility in teacher schedules,
possibly by hiring dedicated substitutes.

Data on the type of spending across the three
ESSER rounds are available for fiscal years
2020 through 2022 only. These data show
the most common use of ESSER funds includ-
ed purchase of professional and technical
services and spending on salaries and wages.
Through fiscal year 2022, schools spent 29
percent of their ESSER funds in these two

categories. Another significant area of expen-
diture was supplies, accounting for 23 percent
of the total spending.

It is important to recognize that that spending
patterns can vary widely across LEAs. Howev-
er, data show charter LEAs tended to spend

a larger share of their ESSER funds on sala-
ries and benefits—these personnel expendi-
tures were 56 percent of all ESSER spending
through fiscal year 2022. Out of the 47 charter
LEAs, 18 reported spending more than 90
percent of their ESSER funds on salaries and
benefits.

Number of LEAs that report specific investments paid for by ESSER Il funds and share of students enrolled

in these LEAs
Targeted support for vulnerable students
Additional classroom teachers
Tutoring

Student social emotional wellbeing
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In contrast, DCPS spent a larger share of its
ESSER spending on technical services and
supplies. Through fiscal year 2022, DCPS had
spent only 6 percent of its ESSER funds on
personnel expenditures.

Schools have had varying success in spend-
ing their ESSER funds by the expiration dates.
Most schools exhausted all of their ESSER |
funds before the September 2022 spending
deadline. Collectively, of the $37.8 million in
ESSER | funds, 99 percent were spent by the
deadline with only four LEAs not being able to
spend all their money.

However, the situation was somewhat differ-
ent for ESSER Il. Schools collectively were
approved for $155 million through the Coro-
navirus Response and Relief Supplemental
Appropriations Act (CRRSA) enacted in De-

Distribution of ESSER spending by type of spending

Professional and technical
services

Staff salaries and benefits

Supplies

Other service purchases

Other items

Property service, debt service 1%

Source: LEA ESSER Dashboard, Office of the State Superintendent of Education

Note: Data is as of end of fiscal year 2022,

cember 2020, with a spending deadline of
September 30, 2023. According to publicly
available data from OSSE’s LEA ESSER Dash-
board, LEAs had collectively reported spend-
ing 127 million, or 82 percent of the allocated
amount. Of the 48 LEAs that received funding
in this round, 14 were not able to fully spend
their ESSER funds, and four LEAs left more
than 20 percent of their money unspent.

It is important to note that expenditure may in-
crease: Available public data does not reflect
final fiscal year 2023 expenditure totals, and
some unspent ESSER Il funds may be eligible
for liquidation extension under U.S. Depart-
ment of Education guidelines.
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23%
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Unspent ESSER funds as of end of fiscal year 2023, according to reporting as of November 2023

$240M

$220M

$200M

$180M

$160M

$140M

Amount

$120M

$100M

$80M

$60M

$40M

$226,687,735
Expires September 30, 2024

$27,839,424

Expired September 30, 2023

$20M $240,082
Expired September 30, 2022

$0M
CARES Act, unspent

Source: Oﬁice of the State Supermtendent c:f Education (OSSE), LEA ESSER Dashboard. Retrieved

from hitty se.dc.gov/page ] board

Note: LEAs may continue to repc-rt expendmure through December 2023 for ESSER Il, so the

percent spent may increase,

For ESSER Ill, the execution rate across all
recipients was 34 percent by the end of fiscal
year 2023 (with the same caveat that these
figures could change). Fiscal year 2024 is the
last year during which LEAs can use these
dollars.” Currently, 44 LEAs reported any type
of ESSER Il spending, and among those, 10
had already exhausted 80 percent or more of
their ESSER funds and 6 depleted almost all.

For these LEASs, the fiscal cliff is already hap-
pening during the 2023-24 school year. An
examination of fiscal year 2023 budgets
(which include ESSER funds) in comparison to
2024 budgets (which do not include ESSER

ESSER I, unspent

ESSER lll, unspent - with an extension
period to follow

& } D.C. POLICY CENTER

funds) for these ten LEAS reveals that, even
though their collective enrollment is project-
ed to increase by 5 percent in the 2023-24
school year, budgeted spending for staff has
decreased by 1 percent and per pupil spend-
ing has dropped by 3 percent.

In contrast, seven LEAs, including DCPS, have
reported spending less than 20 percent of
their ESSER Il funds. Again, these numbers
could change when the OSSE LEA Dashboard
is updated with full fiscal year 2023 spending.
Without better strategies, these LEAs will most
likely end fiscal year 2024 without exhausting
all their funds.



Enroliment and budget changes in the ten LEAs that have spent more than 80 percent of their ESSER Ill
funds by the end of fiscal year 2023

Budgeted total grade-level Instructional staff salaries
LEA Name enrollment and benefits Total expenditures Per pupil
The Children's Guild Public
Charter School -5% -11% I 5% 0%

Perry Street Preparatory
Pubiic Charter School 2% 5% 1% 3%

Two Rivers Public Charter
School -2% -5%

Capital Village PCS 0% -34% . -12% -12% I

Eagle Academy Public 3% I 1% 9% 2%

0% 2%

Charter School

Elsie Whitlow Stokes Public
Charter School 7% -17% l -2% 8% I

School

LearnDC Public Charter
School 1% . 29% 47% . 33%

ggigurner Truth Montessori 293 . 28% 239 4% |

DC Bilingual Public Charter 8% 0% 149, I 59,

Girls Global Academy PCS 31% I 19% 10% -16% I

Source: School budgets, DC Public Charter School Board and LEA ESSER Dashboard, Office of the 2N,
State Superintendent of Education {ip D‘?' Pou.\c‘r CENTER
Note: The table shows the change between budgeted amounts for fiscal years 2023 and 2024. [ wcation Pollor Inistive

ESSER and CARES equivalent funding for non-formula local dollars, a source rarely used
non-Title | schools: in previous years outside of budget emergen-
cies. In fiscal year 2022, the per pupil funding
schools received from non-formula dollars
was $251. In fiscal year 2023, this amount
ballooned to nearly $4,000 for DCPS, and in
fiscal year 2024, it was close to $2,000 for
both DCPS and charter LEAs.

For the 20 non-Title | LEAs that were not eli-
gible for ESSER funding, the District set aside
approximately $10 million from a combination
of different federal sources, mostly in fiscal
years 2021 and 2022. This allocation is the
equivalent of $866 per enrolled student over
two years, roughly accounting for 3.7 percent
of the foundation level formula.

Other local funding

Since fiscal year 2022, D.C/s public schools
have been receiving an increasing amount of



These non-formula local funds have been
used to pay for the following:

« Pandemic Supplement: Both DCPS and
public charter schools received $38 mil-
lion through fiscal years 2023 and 2024
to help manage pandemic-related costs.
On average, this provided about $196
per DCPS student and $192 per charter
school student over the two years.

- Pay Increases: A new collective bar-
gaining agreement in 2023 between
DCPS and the Washington Teachers’
Union (WTU) covered a four-year period
from 2019 to 2023, resulting in retroactive
salary increases. Existing resources in
DCPS’s budget were not sufficient to pay
for the pay increases including the retro-
active pay. In fiscal year 2023, DCPS re-
ceived an $148 million outside the formu-
la to meet the agreement’s requirements,
including back pay. Another $57 million
outside the formula was allocated for
fiscal year 2024. For charter schools, the
city approved a one-time, $73.5 million
for fiscal year 2024, which can only be
used to pay for salary increases. DCPS

is set to receive another $195 million for
salary increases during fiscal years 2025
and 2026, but no continued funding is
specified for charter schools.

» Early Stages: DCPS receives funding to
run Early Stages, a center that evaluates
young children for developmental delays
and disabilities for children intend to at-
tend DCPS schools. The funding equates
to $195 per student.

« Budget Stabilization: Additional local
funds were allocated to ensure that no
DCPS school’s budget decreases by
more than 5 percent from the previous
year. The total set aside for this purpose
was $25 million, with the per-student
impact varying yearly. A new legislation

enacted in 2023 mandates that no DCPS
school receives less funding than the
previous year’s level unless enroliment
declines to justify staff reductions.?° This
aims to provide stability for individual
schools but may prove to be challenging
overtime if enrollment doesn’t grow while
budgets remain inflexible.

« IMPACT Bonuses: DCPS received
$38.8 million in impact bonuses over
fiscal years 2023 and 2024, translating to
approximately $380 per student.

In summary, these non-formula funds have
been crucial in supporting schools’ opera-
tions, teacher salaries, and special programs,
but they also represent a significant shift
from the traditional funding mechanism.



Non-formula local funds per UPSFF-eligible student

FY 2022 FY 2023 FY 2024
DCPS Pandemic supplement $191 $203
Pay increases $2,954 $1123
Early Stages $195 $196
Budget stabilization $251 $189 $75
IMPACT bonuses $387 $378
Total $251 $3.916 $1974
Public Pandemic supplement $186 $198
charter
schools  Pay increases $1,552
Total $186 $1,750
Share of foundational level funding
DCPS 2.0% 32.0% 15.0%
Public charter schools 3.0% 1.0% 13.0%
Source: D.C. Policy Center analysis of LEA ESSER Dashboard, Office of the State Superintendent of & D.C. POLICY CENTER
Education; Budget extracts for public education in D.C., Office of the Chief Financial Officer; and i
Enroliment audits, Office of the State Superintendent of Education Education Policy Inftiative

Spotlight on DCPS?2

DCPS, serving over half of D.C.s public school students, is a critical case study in the po-
tential budget pressures the District’s public education system may face when temporary
funds are no longer available to LEAs. For DCPS, funds received through the traditional
funding mechanism has increasingly become a smaller source of resources. Between
fiscal years 2016 and 2021, formula funds made up 82 percent of resources set aside for
DCPS (including the intra-district funds). In fiscal year 2024, UPSFF funds will account for
71 percent of DCPS’s funding.?’ The rest is coming from a mix of sources that are often
ad hoc and available for a limited time, including other local funds distributed outside the
formula, federal grants and payments, private grants, and special revenue funds. DCPS

is also expected to receive $352.8 million budgeted elsewhere and not included in
DCPS'’s official budget numbers. These resources include intra-district funds from oth-
er agencies’ budgets, from the Workforce Investment Fund and American Rescue Plan
Act (ARPA) resources for teacher pay increases per the WTU contract, and any unspent
ESSER funds.

The heavy reliance on out-of-formula funds and federal fiscal aid will likely make fiscal
year 2025 budgeting extremely difficult especially with the expiration of federal fiscal
aid and the need to sustain teacher pay increases that are not accounted for in the city’s
financial plan.




e Indicators of future fiscal distress

The District’s public schools have been able
to increase their spending at a rate faster than
their enrollment has grown, primarily due to
access to extra money received beyond the
standard funding formula allocations. These
additional resources sometimes paid for one-
time needs, and other times for instructional
programs and the hiring of additional staff.
This means, once these funds run out, schools
will face difficult decisions and may be forced
to cut back on programs and staffing.

The fiscal cliff will be larger for some LEAS,
and smaller for others. The LEAs that will face
the greatest pressures are those who serve a

Growth in enrollment and school-based spending
School year 2020-21 to 2021-22

70.0%
60.0%
50.0%
40.0%
30.0%
20.0% 18.2%

10.0%

Change in total school based spending

0.0%

-10.0%

-20.0% -0.7%

-30.0% -20.0% -10.0% 0.0% 10.0%

Source: DC School Report Card Finance Data, Office of the State
Superintendent of Education

Note: Excludes adult and alternative schools and schools that
were in their first year of operation in 2020 or 2021.

Enroliment growth > spending growth
I Spending growth > enroliment growth )

larger share of economically disadvantaged
students, especially at earlier grades. These
LEAs not only received more ESSER funding
on a per pupil basis but are also facing the
poorest enrollment growth prospects. LEAs
that have used a significant portion of their
one-time funds, like the ESSER funds, for
recurring expenditures, such as hiring new
staff, will also see greater strain. Additionally,
LEAs operating at a single location may face
greater challenges, as they do not have the
scale economies, especially for administrative
functions from which larger, multiple-location
LEAS benefit.

20.0% 30.0% 40.0% 50.0% 60.0% 70.0%  80.0%
Change in enroliment

., D.C.POLICY CENTER



Enroliment pressures

Typically, school budgets are expected to
grow in line with enrollment growth and the
yearly increase in the foundation level fund-
ing. However, due to the availability of addi-
tional funding through ESSER and non-formula
resources, school budgets grew much faster.

While the most recent school report card for
school year 2022-23 does not provide finan-
cial data, a comparison of enrollment and
finance data from the preceding two years
reveals a noticeable pattern: many schools
had fewer students but substantially higher
spending. Between school year 2020-21 and

Enrollment change in D.C.'s schools between school years 2019-20 and 2022-23

School ward
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Source: OSSE enrollment audits.

Note: Reference lines show net change.
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2021-22, on average, schools saw a 0.7 per-
cent drop in enrollment but an 18.2 percent
increase in spending. Specifically, 30 DCPS
schools and 20 public charter schools across
13 LEAs experienced enrollment drops while
their budgets increased beyond the growth in
the base foundation formula for that year.

Trends for schools serving a high percentage
of economically disadvantaged students

The financial challenges pose particular diffi-

culties for schools that serve a high percent-

age of economically disadvantaged students,
especially those in Wards 5, 7, and 8.

An examination of the 218 schools that were
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open in both school years 2019-20 and 2022-
23, shows that 125 experienced a decrease
in student numbers over these three years.
Specifically, 75 schools saw their enrollment
drop by at least 10 percent, and 24 schools
lost at least a quarter of their students. Most
of these schools with significant enroliment
declines are in Wards 5, 7, and 8. Additionally,
the schools facing the most significant drops
in student numbers are also those serving

a larger population of economically disad-
vantaged students. These schools are more
likely to have received and spent more ES-
SER funds, making them more vulnerable to
severe budget shortfalls as these temporary
funds run out.

Trends by grade band

While some schools may hope that a rapid
surge in student enrollment will generate suf-
ficient funding to offset the loss of temporary
funding, prevailing trends indicate this may
not be the case.

Recent data show that after a two-year period
of stagnation, the total enroliment across all
schools saw a net increase of 1,537 students
in the 2022-23 school year. However, this
increase is mostly attributable to high schools,
which added 840 students. Middle schools
also saw an increase of 112 students. Com-
pared to pre-pandemic levels in school year
2019-20, in contrast, elementary and pre-kin-

Pre-kindergarten through grade 12 enroliment in D.C.'s public schools, by school year

90K
83,491

201617

80,938

201516

78,927

201415

80

Fa

76,280

201314

70

=~

60

~

50

s

Enrollment

40

-~

30

=~

20

-~

10

-~

0

-~

Change from previous year, by grade band

PK 4%

IG%

0%

2%

IG%

1%

2%

I4%

0%

2%

I4%

4%

Elementary
school

Middle
school

High school -8% 2% 1% 2%

84,686

0%

201718

1%
| 1%

4%

Source: Enrollment audits, Office of the State Superintendent of Education

86,934 87,045 86,991

2019-20 2021-22

85,764

2018419

2020-21 2022-23

1% 0% -7% 5% 4%

‘ 1% |1% 0% | -2% I 0%

7% 4% 4% 0% 1%

-2% 0% 3% 7% 5%

B.C. POLICY CENTER



dergarten schools actually experienced de-
clines of 579 and 1,075 students, respectively.

The decrease in enrollment at earlier grades
suggests that schools may continue to con-
tend with lower enroliment in future years, as
these smaller cohorts move to upper grades.
That is, current reduction in enrollment that im-
pacts the financial stability of schools serving
earlier grades, may, over time, threaten the
operational and financial strength of schools
serving older grades.

Total number of births to D.C. residents
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Demographic shifts

Related, births have declined: in 2022, there
were 8,075 births in D.C., a low number not
seen since 2005. This decline has been driv-
en by both a decrease in fertility rates in the
District and a shrinking population of women
demographers characterize as childbearing
age.?*** The declining number of births in D.C.
is a contributing factor to reduced enroliment

in pre-kindergarten and elementary grades.
The cohort of children eligible for pre-kinder-
garten in fall 2022 was smaller by 779 com-
pared to the peak group in 2016.
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Birth year

Source: United States Department of Health and Human Services (US DHHS), Centers for Disease

Control and Prevention (CDC), National Center for Health Statistics (NCHS), Division of Vital Statistics
(DVS), Natality public-use data on CDC WONDER Online Database for years 2007-2022 available

December 2023.
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Cohort retention ratios in D.C. by grade and school year
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Source: Enroliment audits, Office of the State Superintendent of Education

Notes: Cohort retention ratios are calculated by dividing enroliment in a particular grade by the D.C.
births for that cohort in a previous year. School year refers to the spring year of the school year.

Shifts in demand for D.C.’s public schools in
kindergarten

The level of interest in D.C's public schools
also has an impact on enrollment, and data on
the percentage of children born in D.C. who
later enroll in its public schools show a declin-
ing trend. This metric, referred as the cohort
retention ratio, is determined by comparing
the number of students enrolled in a specific
grade to the number of D.C. births for that age

group.

Recent findings show that, except for 8th
grade, cohort retention ratios have slightly

1

L

Education Policy Initiative

decreased for most crucial transition grades
compared to before the pandemic. Cohort
retention, after experiencing a decline, has
mostly recovered for pre-kindergarten in the
last two years. Retention at kindergarten—the
first mandatory school grade—shows a contin-
ued lower interest. The current retention ratio
shows that enrollment is now at 76 percent,
which is down from 79 percent before the
pandemic.



Enroliment change and change in the number of teachers and staff, by grade band
School year 2020-21 to 2021-22
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Source: DC School Report Card Teachers and School Leaders and Enroliment Data, Office of //\
the State Superintendent of Education C D.C. POLICY CENTER
Note: Excludes adult and alternative schools and schools that were in their first year of \r Education Policy Initiative
operation in 2020 or 2021.

Staffing pressures Specifically, at the elementary level, a typical
school saw a decrease of 12 students but
added two new staff members, including one
teacher. In middle schools, despite losing an
average of three students, they typically hired
one more staff member. The average high
school gained three students and expanded

Many schools have used pandemic relief
funds to hire more staff and teachers, even in
cases when they experienced a drop in stu-
dent numbers. Between school years 2020-21
and 2021-22, the average school saw a de-

cline in enrollment and still added workforce. N L
significantly by adding five new staff mem-

FTEs and enroliment at LEAs receiving ESSER funding in D.C. as percent of pre-pandemic
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Annual Performance Data, US Department of Education

Source: Enrollment audits, Office of the State Superintendent of Education and ESSER Fund </A>
Note: FTEs refer to full-time equivalent positions. ]



bers, including three teachers.

The gap between student enrollment in-
creases and the expansion of school staff is
especially pronounced among the 48 LEAS)
that received ESSER funds. While these LEAs
collectively saw a modest increase of 333
students (a 0.4 percent rise) from school years
2019-20 to 2022-23, their full-time equivalent
employees (FTEs) surged by 1,631, marking an
11 percent increase.

Schools have reported using about 29 per-
cent of their ESSER funds to hire new staff.
However, this figure is skewed by the spend-

ing patterns of DCPS, which received more
than half of the ESSER funds but used only 5
percent of its ESSER money for teacher sala-
ries and benefits. Among the other 47 public
charter LEAs for which data is available, 25
used over 80 percent of their ESSER funds
for staff salaries and benefits, and 13 used all.
These schools are likely to face significant
challenges and potential disruptions to their
teaching programs once the ESSER funding
runs out—noting that with ESSER spending
guidelines are flexible, it is possible that LEAS
have preserved other resources for future
needs.

Distribution of schools by the share of ESSER funds they spent on staff salaries and benefits

Over 80 percent

40 to 60 percent

60 to 80 percent

20 to 40 percent

Under 20 percent

Source: ESSER Fund Annual Performance Data, US Department of Education e
Note: Data is as of end of fiscal year 2022. Data available for 30 LEAs.
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Many of the acute problems produced by
® the pandemic are still present

The additional funding schools received
between fiscal years 2020 and 2024 was
intended to help them safely reopen schools
and bring back their students, address the
learning loss students experienced during the
first two years of the pandemic, and meet the
needs of their students and staff.

While recovery-related funds are expiring, the
recovery is not complete.

Academic achievement

The most recent PARCC scores indicate that,

at current rates of improvement, it will take
multiple years to fully recover from disruptions
caused by the pandemic, particularly for high
school students.

School year 2022-23 marked a return to
normalcy after continuous COVID-19 related
disruptions. This year’s statewide assessment
indicates achieving full recovery from these
educational setbacks will be a lengthy pro-
cess. The percentage of students meeting or
exceeding standards in English Language Arts
(ELA) and math showed a modest increase of

Share of D.C.'s public school students meeting or exceeding expectations in ELA and math by grade band,

over time
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Source: Assessment Results Presentation, Office of the State Superintendent of Education
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3 percentage points compared to the 2021-22
school year.®

These improvements are similar to the yearly
academic growth rates students experienced
before the pandemic implying a return to
usual yearly improvements but not necessarily
achievement levels. The share of students
meeting or exceeding expectations has re-
turned to the levels of nine years ago in math
and five years ago in ELA.

A deeper dive into these numbers shows

that elementary and middle school students
have shown a stronger rebound with their ELA
scores increased by 3.5 percentage points
and their math scores by 3.4 percentage
points. These rates of improvement for ELA

are consistent with those seen before the
pandemic, and the increase in math is sur-
passing the pre-pandemic annual growth.?®
However, high school students have not
demonstrated any improvement during this
period in either subject.

Absenteeism

Chronic absenteeism is a persistent problem
across D.C’s public schools. While absentee-
ism was already high prior to the pandemic,

it became an even bigger problem post-pan-
demic, partly due to changing attitudes
towards the need to attend school. In D.C. Pol-
icy Center’s listening sessions, students and
parents reveal that they are attributing less
importance to in-person attendance in school.

Chronic absenteeism rates in D.C.'s public schools over time, by grade band
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The increase in absenteeism poses a signifi-
cant challenge because it undermines all the
investments schools have made to improve
academic and socioemotional outcomes for
students.

Despite a decrease in chronic absenteeism to
437 percent in school year 2022-23 from 481
percent in school year 2021-22,% the rate re-
mains exceptionally high. It is also higher than
pre-pandemic levels; in school year 2018-19,
29.4 percent of students were chronically
absent.?® One must exercise caution when
comparing this number to the most recent
chronic absenteeism rate. The District recently
changed its absenteeism policies, allowing
students to miss a longer part of the school

day before being counted as absent. That is,
students who miss more time in school, and
would have been marked as absent under
the old rules, may be counted in attendance
under the new rules.

This issue is particularly severe in high
schools, where 60 percent of students are
chronically absent, surpassing rates in other
grade bands. Alarmingly, almost a third of
Oth graders start high school with “profound”
chronic absenteeism, missing 30 percent

or more of school days.?° This is particularly
troubling because research has shown that
9th grade is a critical time for setting the stage
for students’ future academic success, timely
graduation, and post-secondary success.*®



e Fiscal year 2025 and beyond

In fiscal year 2024, the D.C. government is
planning to use $166 million in federal fiscal
aid to balance its budget. In addition, the city
plans to tap into $756 million in other one-
time sources of funding to support a spending
level that is lower than the fiscal year 2023
level.

Given this financial landscape, the discon-

tinuation of the federal fiscal aid beginning
fiscal year 2025 could have profound fiscal
ramifications for both the D.C. government
and D.C’s public schools. The city’s current

Recurring expenditures and revenue
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Recurring revenue
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Source: FY 2024 Budget Book, Office of the Chief Financial Officer
Note: FY 2023 numbers reflect the revised budget. FY 2024 is the approved budget. FY 2025 through 2027 are
projections. FY 2023 is projected to end with a $410 million surplus. This amount is then committed as future fund

balance use in FY 2025 and FY 2026.

financial plan indicates that, for the fiscal

year 2025, it will need $615 million in one-
time funds just to maintain the same level of
spending as in 2024. This trend of relying
heavily on one-time funds continues into fu-
ture years in the financial plan, with recurring
revenue never reaching a point high enough
to pay for recurring expenditures. While using
one-time funds can be a temporary solution
to fiscal distress, especially when the city has
a lot of money in its reserves (as has been the
case for D.C.), it cannot continue forever.

How the city is planning to fill the gap between
planned spending and projected revenues

FY 2027

M Other
B Fund balance use

Federal funding
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Potential size of the fiscal cliff, by sector

Sector Source FY 2024 budgeted amount Share of instructional dollars
DCPS UPSFF 1,146,822,000
ESSER Il 151,686,927 13%
Other local 14,274,987 1%
. UPSFF (instructional
Si:l:rl‘;Zr dollars only) 1,002,830,936
schools
ESSER Il 75,000,808 7%
Other local 82,897,086 8%

Source: Budget extracts for public education in D.C., Office of the Chief Financial Officer
Note: Fiscal year 2024 ESSER funds is the amount of unspent ESSER Il funds by the end of

fiscal year 2023. For DCPS, other local funds include pandemic supports and budget
stabiliazation funding which are not projected to continue into fiscal year 2025. The UPFSS
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amount for public charter schools include instructional dollars only, and not the facilities Education Policy Ir
adjustment. One-time local funding includes pandemic supports and the salary increase grants

that are only approved for one year in fiscal year 2024.
What is the size of the fiscal cliff?

The current financial plan does not foresee a
reduction in the local fund budget soon. Be-
ginning fiscal year 2025, public schools would
still see a decline, simply due to the loss of
ESSER funds. For DCPS, this is the equivalent
of about 13 percent of the UPSFF funding in
2024. This is a best estimate of the size of
the fiscal cliff for DCPS schools. Other local
money that is likely to not continue (stabiliza-
tion and pandemic relief funds) add another

1 percent to the gap. The cliff could be much
deeper if some of the money DCPS receives
from other agencies is also paid for by federal
fiscal aid.®

For charter schools, the ESSER Il funds that
remain to be spent in the 2024 fiscal year
amount to about 7 percent of their instruction-
al UPSFF funding. While this percentage is
smaller than that of DCPS, it only represents
half of the fiscal cliff that public charter schools
are expected to face. In fiscal year 2024, pub-
lic charter schools will also receive a signifi-

cant amount of one-time local funds from D.C.
government grants aimed at increasing teach-
er salaries. If these funds are fully utilized, they
will add an additional 8 percent to the fiscal
cliff, totaling a 15 percent reduction in instruc-
tional funds in school year 2024-25. Addition-
ally, charter schools can only access these
funds if they use them for salary increases.
While this may provide temporary financial
relief today, it will amplify fiscal distress in the
coming years.



City-level factors that could influence fiscal
year 2025 budget

Beyond economic conditions, several factors
will influence the budget situation for D.C. in
the 2025 fiscal year, which could either im-
prove or deteriorate given the current finan-

cial outlook. These factors include:
- Fiscal year 2023 audit. The District’s
Annual Comprehensive Financial Report
for fiscal year 2023 was released on
February 1, 2024.32 This report shows
that while the city ended the fiscal year
with a surplus of $419 million, the city’s
financial position weakened compared to
fiscal year 2022. At the end of Fiscal Year
2022, the District had enough surplus
to replenish all the required reserves to
meet the goal of having 60 days’ worth of
cash in hand, and still had an extra $440
million, which was then used to fund
future year budgets. All of the fiscal year
2023 end-of-year surplus would be need-
ed to replenish the required reserves,
and even then, the District would still be
short $312 million to reach the 60-day
goal.® This means the city will begin the
fiscal year 2025 budgeting process with-

out the benefit of extra cash left from the
previous year.

- Baseline budget. The Office of the
Chief Financial Officer (OCFO) starts the
budgeting process by releasing a Cur-
rent Services Funding Level budget. This
Current Services Funding Level budget
deducts one-time expenses from the
current year’s approved budget, adds
back one-time reductions, and adjusts for
unavoidable costs like inflation and con-
tractual commitments. This document es-
timates the funds needed to support the
same level of services in the next year,
excluding one-time programs. This doc-
ument is crucial not only for planning but
also for identifying the extent of one-time
expenditures that lack future financing.

- Revenue projections. The District’s
Chief Financial Officer regularly updates
revenue forecasts in February, June, Sep-
tember, and December each year. Since
the last budget approval, three updates
have collectively increased the projected
revenue for the 2023-2027 period by
$450 million. The upcoming forecast in
February 2024 will lay the foundation for

Changes to revenue projections since the adoption of the fiscal year 2024 budget

In millions of dollars

Fiscal year 2023 Fiscal year 2024

Revenue incorporated into the budget $9,719

Revenue in the most recent certification

letter $9.974

Change $255

Source: Quarterly Revenue estimates and FY 2024 Budget Book, Office of the Chief Financial Officer
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the next budget. If these projections stay
the same, the city could allocate the ad-
ditional revenue for fiscal year 2025 and
beyond. However, the revenue increase
isn’t spread evenly over years, which
limits how much can be used for ongoing
costs like the UPSFF.

« WMATA funding. The Washington
Metropolitan Area Transit Authority (WMA-
TA) is facing its own significant financial
challenges and fiscal cliff. It may require
up to $750 million as early as June 2024.
It is expected that D.C., along with oth-

er jurisdictions in the WMATA compact,
will share this cost. However, the exact
amount D.C. needs to contribute and how
it will finance this contribution are current-
ly unclear.

« Advocacy pressures. Just as one-time
budget allocations for D.C. public schools
are under pressure, similarly funded pro-
grams across other government sectors
are also at risk of being cut. There will
likely be increased advocacy efforts to
continue these programs. However, in
times of limited resources, the govern-
ment will face tough choices about which
programs to sustain and which to stop.

School and LEA-level strategies

With a deteriorating fiscal picture, D.C/s public
schools will have to adopt new strategies to
ensure their limited budgets are used as ef-
fectively as possible. This is a new chapter for
D.Cs public schools, which have long been
accustomed to growing budgets. Schools
have several tools they can employ to temper
the impacts of the pending fiscal cliff.

Budget very conservatively for Fiscal Year
2025 and communicate to staff and families
early and clearly.

LEAs are now planning their fiscal year 2025

budgets. However, they will not have a com-
plete understanding of the available resourc-
es until the District's own fiscal year 2025
budget and financial plan is approved. This
will not happen until June 2024. In the interim,
LEAs should adopt a cautious approach and
identify potential cost-cutting measures.

It is crucial for LEA leaders to proactively
communicate with staff and families about
any potential changes in their budgets for the
2024-25 school year as well as any potential
program and staff cuts. Typically, staff and
families do not know what resources an LEA
uses to pay for a program or a teacher, and
whether these resources are permanent or
temporary. LEA leaders should take the initia-
tive to clearly articulate the changing financial
conditions and potential impacts on school
budgets and staffing.

Georgetown University’s Edunomics Lab®*
suggests framing these communications
around the amount of ESSER funding per
pupil, showing which programs were sup-
ported by these funds, and explaining wheth-
er schools will maintain, modify, reduce, or
eliminate these programs or staff. Addition-
ally, changes in enrollment and expected
variations in funding levels for schools expe-
riencing a decline in enrollment should be
explained during these communications. LEA
leaders should also be open to community
feedback as they make these difficult deci-
sions.

Collaborate to measure impact.

Largely using ESSER and one-time funding,
LEAs made significant investment in many
new programs to help support recovery and
student wellbeing. These include tutoring,



school-based mental health supports, hiring of
attendance coordinators, and other programs.
While these programs have been popular,
their effectiveness, especially in the D.C. con-
text, has not yet been explored.

School leaders should consider learning from
each other on what interventions had more
promising outcomes in academic growth, stu-
dent wellbeing and attendance. District edu-
cation agencies such as OSSE can be particu-
larly helpful in this area by providing research,
guidance, and city-level assessments of new
and understudied interventions.

With more information about the outcomes
of ESSER-funded investments, LEAs should
think more systematically about the tradeoffs
including which high-impact activities should
be continued using annually recurring federal
or local sources, and which to discontinue.

Prioritize ESSER spending today to address
future needs.

LEAs have the option to use their current ES-
SER funds for investments that will decrease
their future financial needs. This can include
spending on planned capital improvements,
building maintenance, buying supplies and
instructional materials, or other planned infra-
structure projects. By doing so, LEAs can free
up more funds for instructional purposes in
the future.

Additionally, if LEAs have their spending plans
ready by the September 30 deadline, this
strategy offers the benefit of extending the
use of ESSER funds over a longer period.
While ESSER funds cannot be allocated for
staff salaries after September 30, 2024, they
can be committed (through service or pur-
chase contracts) by that date and then spent

over the following 18 months.®

LEAs are encouraged to submit plans that fo-
cus on evidence-based learning acceleration
strategies, especially increasing attendance,
providing high-quality tutoring, and increasing
access to extended learning time. %/

Prioritize ESSER spending today to stretch
UPSFF funds into the future for a softer land-

ing.

In addition to paying for future needs, LEAS
can use their ESSER funds for current spend-
ing that they originally planned to pay for
using their local resources. The guidelines for
using ESSER funds are flexible. LEAs facing
difficulties in using these funds for recovery
can instead apply them to other, justifiable op-
erational costs, thus preserving their resourc-
es, like UPSFF dollars, for future needs. This
approach is particularly useful for public char-
ter schools, which can save unspent funds
for later use, if LEAs are afforded flexibility in
amending their ESSER spending plans.

While this approach can buy some time for
adjustments by increasing reserves that can
be used for future needs, it is only temporary.
Charter LEAs would still have to right-size their
budgets to account for a post-ESSER fiscal
reality.

Unlike charter schools, DCPS must return
unspent funds back to the city’s coffers.
However, the city could help by establishing a
reserve to retain any DCPS surplus at the end
of the 2024 fiscal year, allowing these funds
to be used the following year.

Adopt smart retention policies.

In the last few years there has been substan-
tial focus on hiring and retaining teachers



in the District of Columbia. While retention
suffered, D.C/s public schools hired new staff
even when their enrollment was not growing.
This was especially common among the LEAs
eligible for ESSER funds. From school year
2019-20 to school year 2022-23, enrollment
at these LEAs grew by 333 students, which
amounts to a mere 0.4 percent, but their full-
time equivalent employees (FTEs) surged by
1,631, or by 11 percent.

LEAS, especially charter LEAs could continue
hiring new staff in fiscal year 2024, as collec-
tively they are eligible to receive $73.5 million
which they can only use for teacher salaries,
recruitment, and retention. But this is a one-
time commitment, and charter LEAs that hire
new teachers using this funding this year may
have to drop these positions or make cuts
elsewhere in fiscal year 2025.

Considering the pending fiscal challenges,
school leaders may have to change course
and prepare for staff reductions for fiscal year
2025. This shift in approach necessitates
moving from a focus on hiring new teachers
and retaining existing staff to a deeper under-
standing of what aspects are worth safeguard-
ing. Staffing policies can have multiple ob-
jectives, such as improving supports for high
need students or increasing diversity among
staff. However, with reduced funding, schools
will have to set clear priorities.

Careful and early planning can help school
leaders in setting these priorities well in
advance, ensuring greater transparency, and
gathering input from staff, parents, and the
community.

Early planning also offers schools a more
diverse set of strategies than last-minute ac-

tions, such as a “last in, first out” strategy. This
proactive approach can help schools avoid
undesirable outcomes such as furloughs, pay
reductions, spending freezes, or relying on
attrition to manage staff levels.

Consider resource sharing.

Larger LEAs with multiple schools can spread
overhead costs over more students and
centralize some services when it is more cost
effective. However, this type of economies of
scale is not available for smaller, single-loca-
tion LEAs.®

With a tightening fiscal picture, smaller LEAS
should consider sharing resources with oth-
er small LEAs that have similar needs, serve
similar students, and pursue similar missions.
Resource sharing across LEAs can include
consolidating administrative operations to
optimize operational dollars, colocation to re-
duce rent or lease payments, and staff sharing
to lower personnel expenditures.



e Conclusion

The District’s public education system is enter-
ing a phase of significant fiscal transformation
and challenges. The COVID-19 pandemic has
significantly altered the District’s financial land-
scape, with substantial federal aid temporarily
bolstering the city’s and schools’ budgets. The
federal aid is expiring in fiscal year 2025, and
given flat local revenues, it is unlikely that the
District can make up for this loss using its own
revenue. Many of D.C. public schools are fac-
ing a looming fiscal cliff. The potential decline
in funding is expected to affect staffing levels,
educational programs, and the overall ability
of schools to meet the diverse needs of their
students.

This situation is particularly acute for schools
serving economically disadvantaged students,
especially in the earlier grades, where the
reliance on additional funding has been more
pronounced. For these schools, the prospect
of making up for some of the losses through
enroliment growth is particularly dim, as key
indicators such as number of births and co-
hort retention point to low or no enrollment
growth.
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Endnotes

[1] The employee count includes full-time equivalents, or FTEs.

[2] This analysis is based on data from https://www.covidmoneytracker.org. For details, see the
Appendix.

[3] Schools also receive private grants, and occasionally emergency funding when facing budget
pressures, but these are small. In addition, schools receive federal funds and grants. In addition, DCPS
has benefited from other local services such as facilities maintenance and contributions towards
teachers’ retirement, but it did not have any control over these funds.

[4] This number is different from what could be calculated using the approved budget funds because of
the change in budgeting practices. In 2023 and 2024, DCPS budgets, for example, no longer showed
intra-districted funds at DCPS. To make year-to-year comparisons valid, we added onto the DCPS budget
these intra-districted funds using information DCPS releases for intradistricted grants that exceed $10
million.

[5] The total approved expenditures in the local portion of the District’s budget is $10.69 billion in fiscal
year 2024, and projected to grow by only $4 million—virtually a rounding error—in fiscal year 2025.

[6] This information is from the fiscal impact statement prepared by the Office of Revenue Analysis on the
Compensation and Working Conditions Agreement between the District of Columbia Public Schools and
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of 2023. Available at: http://app.cfo.dc.gov/services/fiscal_impact/pdf/spring09/FIS%20DCPS%20
WTU%20Compensation%20Agreement%20Approval%20Resolution%200f%202023.pdf
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[9] D.C. OCFO December 2023 revenue certification letter published on December 29, 2023. Available
at https://cfo.dc.gov/sites/default/files/dc/sites/ocfo/publication/attachments/Dec%202023%20
Revenue%20Estimate%20Letter_12%2029%202023_FINAL.pdf

[10] This is codified in the D.C!s Official Code, and can only be changed by legislation.

[11] Students are defined as at-risk if they qualify for public benefits (Temporary Assistance to Needy
Families, TANF, or Supplemental Nutritional Assistance Program, SNAP), experience homelessness, are
involved in the foster care system, or are overage in high school.

[12] OSSE LEA ESSER Dashboard, available at https://osse.dc.gov/page/lea-esser-dashboard. Data
retrieved on January 28, 2024.

[13] These numbers are preliminary. According to OSSE, the current reporting in the ESSER dashboard
may not reflect the full amount of spending in fiscal year 2023. If LEAS report additional spending for that
fiscal year, the numbers for fiscal year 2023 will increase, and if some of this is for ESSER Il funds, the
numbers for fiscal year 2024 could decrease.

[14] Fiscal year 2022 USED Annual ESSER Reporting, received from OSSE.

[15] These numbers could change if schools report additional fiscal year 2023 spending.



[16] Data from USED Annual ESSER Reporting available at https://covid-relief-data.ed.gov/profile/state/DC
for fiscal year 2020 and 2021. Fiscal year 2022 report was received from OSSE.

[17] Data from USED Annual ESSER Reporting available at https://covid-relief-data.ed.gov/profile/state/DC
for fiscal year 2020 and 2021. Fiscal year 2022 report was received from OSSE.

[18] This information is available for ESSER Ill only. Fiscal Year 2022 USED Annual ESSER Reporting,
received from OSSE.

[19] Recent guidance from the US Department of Education has allowed schools the same type if
liguidation extension as was available under ESSER II. Further, LEAs will have an additional 18-month
liguidation period so long as they can obligate this spending by September 30, 2024. The extension
cannot be used for salaries and wages. Additional information is available at the US Department of
Education website, https://oese.ed.gov/files/2024/01/ARP-Liguidation-Extension-Letter-1.9.24-final-for-
signature-v3.pdf

[20] B24-0570 - Schools First in Budgeting Amendment Act of 2021 D.C Act 24-0785, DC Law 24-0300.
Effective from Mar 10, 2023.

[21] This differs from the approved budget data as it includes intradistrict funds for DCPS which are no
longer shown in the budget books as a part of DCPS budget. We include them in this analyses to ensure
that we can compare across years.
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[24] And 2023 births could even be lower. Although the Centers for Disease Control and Prevention
(CDC), which provides this data, hasn’t released the birth numbers for 2023 yet, the most recent
estimates from the Census Bureau indicate there were approximately 7,627 births between July 1, 2022,
and June 30, 2023. For details, see Burge, D. (2023) The most recent population numbers in three
charts. Available at https://www.dcpolicycenter.org/publications/population-in-three-charts-2023/
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Card — Attendance. Retrieved from https://schoolreportcard.dc.gov/state/report/explore/102

[28] Office of the State Superintendent of Education (OSSE). 2022. DC School Report Card Data.
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[31] Alternatively, the cliff could be smaller if DCPS cannot spend the substantial amounts of ESSER
[l funds it has not yet spend. This, hopefully, will not happen given how flexible federal rules are for
spending ESSER money.

[32] District of Columbia Government (2024), FY 2023 Annual Comprehensive Financial Report, available
at https://cfo.dc.gov/node/1704691.

[33] The cash in hand is the equivalent of 51 days of working capital. For details see Testimony of Glen
Lee, Chief Financial Officer, at the Public Briefing on the Fiscal Year 2023 Annual Comprehensive
Financial Report before the Committee of the Whole, delivered on February 1, 2024. Available at https://
cfo.dc.gov/sites/default/files/dc/sites/ocfo/release_content/attachments/Public%20Hearing%200n%20
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[35] Previously, the deadline for committing funds for future use was 120 days, but the U.S. Department
of Education has recently extended this period to 18 months, provided LEAs have established spending
plans.

[36] For more information, please see U.S. Department of Education, Office of Elementary and
Secondary Education September 18 2023 Letter to Grantees and U.S. Department of Education, Office of
Elementary and Secondary Education January 9 2024 Letter to Grantees.

[37] LEAs would have to request these extensions through OSSE. The letter describing the terms for
granting these extensions can he found here. https://www.aasa.org/docs/default-source/advocacy/
USED-ARP-ESSER-Response-Letter

[38] D.C. Policy Center’s analyses of spending data at the LEA level shows that there is a strong negative
correlation between school size and per-pupil spending across D.Cs public schools. For example, in
school year 2021-22, multicampus schools spent $1,100 less on a per-pupil basis compared to single-site
schools. This gap remains at a sizeable $700 when one excludes DCPS.



