Archived Information

No cnnawh r _,

EY: 2004
Periormance and
Accountaniiity Report

U:S. Department of Education


Sharon.Robinson
New Stamp





FY 2004

Performance and Accountability Report

ULSE Department offEducation
November 12,2004



ULS. Department of Education
Rod Paige
Secretary

Office of the Under Secretary
Edward R. McPherson
Under Secretary

Strategic Accountability Service Office of the Chief Financial Officer
Hugh Walkup Jack Martin
Director Chief Financial Officer

November 2004

This report is in the public domain. Authorization to reproduce it in whole or in part is granted.
While permission to reprint this publication is not necessary, the citation should be: ULS.
Department of Education, U.S. Department of Education FY 2004 Performance and Accountability

Report, Washington D.C., 2004.

To obtain copies of this report,

write to: ED Pubs, Education Publications Center, U.S. Department of Education,
P.O. Box 1398, Jessup, MD 20794-1398;

or fax your request to: (301) 470-1244;
or e-mail your request to: edpubs@inet.ed.gov;

or call in your request toll-free: 1-877-433-7827 (1-877-4-ED-PUBS). If 877 service is not
yet available in your area, call 1-800-872-5327 (1-800-USA-LEARN). Those who use a
telecommunications device for the deaf (TDD) or a teletypewriter (TTY), should call
1-877-576-7734 or order online at: www.ed.gov/about/ordering.jsp.

This report is also available on the Department's Web site at:
http://www.ed.gov/about/reports/annual/2004report/index.html.

On request, this publication is available in alternate formats, such as Braille, large print,
or computer diskette. For more information, please contact the
Department's Alternate Format Center at (202) 260-9895 or (202) 205-8113.



Message from the Secretary

[ am pleased to present the U.S. Department of Education’s fiscal year 2004
Performance and Accountability Report. The report represents a measure of
the Department’s progress toward achieving its vision to ensure no child is left
behind and presents the audited financial statements, which fairly state the

financial status of the Department.

This is my fourth report to Congress and the American public. In 2001, |
reported on our nation’s dire need to ensure our investment in public
education makes a difference for the millions of students who have been left
behind. The next two reports focused on building a culture of accountability
through the No Child Left Behind Act of 2001, and putting the law into

action. This year | proudly report about our progress in accomplishing our

vision and mission.

Thanks to No Child Left Behind and unprecedented commitment to management excellence, a culture of

accountability has taken root at the Department. Nationally, we see a powerful testimony to this renewed attitude.
While fourth-grade reading scores between 1992 and 2000 remained stagnant, there has been a five-point increase
in the last three years nationally. We also see important movement among African American and Hispanic fourth-

graders who know their reading and math basics. As a result the achievement gap is closing.

These achievements come at a time when the Department is maximizing taxpayer investments in education. For the
programs, organizations, and functions covered by the Federal Managers' Financial Integrity Act (FMFIA), the Department
accounting systems and management controls, taken as a whole, provide reasonable assurance that the objectives of the

FMFIA have been achieved. For the third consecutive year, we received an unqualified “clean” audit opinion.

These achievements are a result of the careful attention to and tracking of the five-year Strategic Plan established in
2002, and subsequent annual plans. The Department is serious about its regular review and reporting of
performance and financial accountability as required by the Government Performance and Results Act and the

Government Management Reform Act.

In promoting a culture of accountability, we have made every effort to clearly, accurately, and completely report on
the Department’s progress toward fulfilling its responsibilities and goals. Except for data limitations explicitly
discussed in the Performance Details section or in the Performance Data Tables (Appendix A), [ hereby provide
assurance that performance data herein are complete and reliable. Actions we are taking to resolve inadequacies are
thoroughly discussed in the Performance Details section, Performance Data Tables (Appendix A), and Data Quality
and Timeliness (Appendix B). We hope this report will be of use to Congress and the American public.

Each day we get closer to the best in American education, discarding our deficiencies and correcting long-standing
problems. With continued effort, and working with our state and local partners, we can be confident about the
years to come.

Sincerely,

e

Rod Paige
November 12, 2004

FY 2004 Performance and Accountability Report - U.S. Department of Education iii



'AGA.

CERTIFICATE OF
EXCELLENCE IN
ACCOUNTABILITY

REPORTING’

Presented to the

Department
of Education

In recognition of your outstanding efforts
preparing DoED’s Performance and
Accountability Report for the fiscal

year ended September 30, 2003.

A Certificate of Excellence in Accountability Reporting is presented
by AGA to federal government agencies whose annual
Performance and Accountability Reports a

highest standards demonstrating accountability
and communicating, results.

NN

Jffw H. Hummel, CGFM
Chair, Certificate of Excellence
I 1

n Accountability Reporting Board

Je ‘:: @@k«m\/&

Bobby A. DEE ck, ; GFM
2004-2005 Natiesdl President

In our tradition of quality reporting,
the Department of Education
proudly presents this
FY 2004 Performance and Accountability Report.



Contents

Page
Message from the Secretary . .. ... .. iii
Management’s Discussion and Analysis

The Journey from Access to Excellence ... ... .. .. .. .. . ... .. . . ... .. ... ... ... ... ... 2
Department at a Glance . . ... ... . .. 5
Our Mission . ... 5
Our Customers: Students, Parents, Schools, and Postsecondary Institutions . ... .................. 5
Organization and History . . .. ... . 7
Civil Rights Enforcement .. ... ... 8
Performance Highlights .. ... .. ... . . . 10
Goal OVerviews .. ... 10
Strategic Planning and Reporting .. ... ... .. ... 12
Integration of Performance with Budget and Finance .. ...... ... ... .. ... ... ... ... .. .. ....... 13
Financial Highlights .. .. ... . ... . 15
OVEIVIEW . . . o 15
Departmental Management ... ... ... 15
Lines of Business . ... ... . . . 16
Financial Position . ... ... .. 16
Future Trends . . . ... 18
Management Challenges . . .. .. ... . 19

Improper Payments Information Act of 2002: Narrative Summary of Implementation Efforts
for FY 2004 and Agency Plans for FY 2005-FY 2007 . ... ... ... . ... .. . . .. .. ... .. .. ... ...... 20
Management Controls .. ... .. .. 23
Federal Managers' Financial Integrity Act ... ... ... . . . . . . . 23
Education’s Scorecard on the President’s Management Agenda . ..... . ... ... .. . .. .. . ... 26

Performance Details

Goals and Objectives .. ... . 28
How the Department Reports Performance Results ... ... ... ... ... . ... . ... . ... 29
Goal 1: Create a Culture of Achievement .. ... ... ... .. .. ... ... ... ... ... ... ... ... 31
Goal 2: Improve Student Achievement . ... ... .. .. . . . 47
Goal 3: Develop Safe Schools and Strong Character .......... ... ... ... ... ...... ... 71
Goal 4: Transform Education into an Evidence-Based Field ... ... ... ... ... ... ... ... 83
Goal 5: Enhance the Quality of and Access to Postsecondary and Adult Education .. 91
Goal 6: Establish Management Excellence ........... ... . ... .. ... .. ... . . ... .. ... ... 111

FY 2004 Performance and Accountability Report - U.S. Department of Education v



CONTENTS

Financial Details

Financial Summary . . ... . 120
From the Chief Financial Officer .. ... ... ... ... . ... ... . . . . . . . . .. . .. . .. ... .. ........ 121
Principal Financial Statements . ... ... .. ... . .. ... ... ... ... 123
Notes to Principal Financial Statements . ....... ... ... ... ... .. ... ............... 130
Required Supplementary Stewardship Information ... ... ... ... ... ... ... ... ... ... .. 159
Required Supplementary Information ... ... .. ... .. ... .. ... ... . ... ... ... ... ... ... .. 165
Report of Independent Auditors .. ... ... .. ... ... 171

Other Statutorily Required Reports

Report to Congress on Audit Follow-up .. .............. .. ... ... ... ............. 190
Credit Management and Debt Collection Improvement Act .......... ... ... ... ... 190
Appendixes
A: Performance Data Tables ........... ... ... .. ... .. . ... ... . ... ... ... ... 193
B: Performance Data Quality and Timeliness .. .................................... 239
C: Sample Program Performance Report ... ... ... ... ... ... ... ... . .. .. ... .. ... ... .. 245
D: Improper Payments Act of 2002 . ... .. .. .. ... ... ... ... 247
E: Management Challenges . ...... ... .. ... . . . ... . .. 253
Glossary
Glossary of Acronyms ... . ... ... 261

List of Figures

Management's Discussion & Analysis

Department of Education Organization Chart .. .. ... .. ... ... .. ... .. . 7
FY 2004 Discrimination Complaints ... ... .. ... . 8
Total Assets vs. Total Liabilities .. ... ... ... .. . . . . . . 17
Net Cost by Fiscal Year . . .. ... 17
E-Government Operations Model ... ... . . . . . 18
Goal 1

Twelve States Meet 2005-06 Assessment Requirements Two Years Ahead of Schedule .. .. ....... ... .. .. ... . 35
Status of States in Meeting Adequate Yearly Progress (AYP) in Title I Schools .. ... ... ... .. ........... 36
Goal 2

Approximate FY 2004 Expenditures that Supported Goal 2 ... ... ... . ... . . . .. ... 49
Course-Taking Levels Over Time . .. ... ... . 54

Vi FY 2004 Performance and Accountability Report - U.S. Department of Education



CONTENTS

Use of Teacher Quality Grant Funds, District Level, 2002-03 ... .. ... .. .. ... .. ... .. .. .. ... .. .......... 61
Goal 3
Approximate FY 2004 Expenditures that Supported Goal 3 ... ... . ... ... . . . ... ... ... .. ... 73
Rate of Serious Crimes and Victimization Involving Youth Ages 12 to 17, 1991-2002 .. .................... 73
Trends in Drug Use: Grades 8, 10, and 12: Any lllicit Drug Use in the Last 12 Months .. ... ... ... .. .. ... . 74
Students Who Did Not Go to School on One or More of the Last 30 Days

Because They Felt Unsafe at School or on Their Way to or from School ... ... ... ... .. .. .. ... .. .. .. ... 78
Goal 4
Approximate FY 2004 Expenditures that Supported Goal 4 .. ... ... ... . .. .. ... .. ... .. ... .. ... ... .. 85
Number of Months Before Initial Release of NAEP Results .. ........ ... ... .. ... .. .. .. ... ........... 88
Goal 5
Approximate FY 2004 Expenditures that Supported Goal 5 .. ... .. .. ... . .. .. ... . .. .. ... 93

FY 2004 Performance and Accountability Report - U.S. Department of Education vii






