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== LEADERS WHO MAKE SCHOOLS WORK

Schools will change as a result of the fiscal trauma which state
government is confronting for the foreseeable future. The challenge is
to ensure that the changes to come are the best we would choose given
our circumstances.

This past year, school leaders had to balance competing pressures in
constructing school budgets: to hold down local property tax increases
while using federal stimulus aid to save jobs.

The budgets school leaders presented to voters produced the lowest
average tax increase in seven years, despite the weakest state aid in six
years. They also created or saved over 18,000 jobs, according to federal
statistics. Those efforts won overwhelming support from voters i a
record 97 percent of school budgets were approved.
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But the choices school leaders face for the coming year are worse.

School leaders will again do their best to hold down local tax increases.
But coupled with the threat of a near record cut in state aid, that restraint
would require more cuts to services, and more jobs lost.

Virtually every district reporting to THE COUNCIL now expects to
eliminate jobs in their budgets for the year ahead. In some, the
reductions will be drastic i 5 to 10 percent of staff, perhaps even more in
some desperately poor communities, whose schools already operate with
the most limited resources.

The state budget outlook for the following years does not improve.

The best hopes for the near-term may be some adjustment to proposed
School Aid reductions, some additional federal help, and some small
state actions to partly offset austerity in aid.

Over the longer-term, policymakers will have to begin revising the
requirements and restrictions they impose on schools. If not, schools will
be forced to change in ways no one would choose i maintaining activities
protected by narrow mandates, while paring more general services in the
hope of assembling budgets with tax levels that might have a chance of
winning voter approval.

The mission for school leaders is to argue for changes in funding and
policy that can enable them to make better choices for the schoolchildren
and taxpayers they and the policymakers serve.
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The Big Picture:

T $1.1 billion cut
from 2009-10

T $1.4 billion cut from current
law promise for 2010-11.

1 Major cut is $2.1 billion
j skn gsk ¥E_n
?bhsqr««GEA r 3

T GEAis partly offset
by $726 million in
federal stimulus aid

T Proposals to shift
preschool and summer
special education costs
on to school districts.

T New proposals to
reduce STAR property
tax relief benefits

T Some mandate relief but
most is unlikely to
immediately help offset
proposed aid cuts.
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I. School Aid

Governor Paterson proposes a $1.1 billion cut
in School Aid compared to 2009-10 levels, or
$1.4 billion from what current formulas
would provide for 2010-11.

Unlike School Aid proposals made by
previous Governors in times of state austerity
which sought numerous cuts to individual aid
categories, this budget proposes only a small
number of cuts, but one very large cut.

Rather than recommending reductions in
individual aid categories such as Foundation,
BOCES, Special Education, and Transport-
ation Aids plus reductions to grant programs
such as Bilingual Education, Governor
Paterson recommends a lump sum $2.1

bil | i on AGap EI i mi (G&EA)I
which is partly offset by $726 million in
remaining State Fiscal Stabilization Fund
(SFSF) aid from last year® federal stimulus
package. The GEA is described further below.
The Governorés School
summed up simply:

- Freeze Foundation, High Tax and Universal
Prekindergarten Aids;

- Fund other aid formulas such as Building,
Transportation, and Special Education, as
provided under current law (a net increase
of $367 million);

- Apply the Gap Elimination Adjustment as a
lump sum bottom line reduction in overall
aid for each district totaling $2.1 billion
statewide.

- Offset the GEA with $726 million in federal
stimulus funds.

- Eliminate Teacher Center funding ($35
million); cut special aid for the Roosevelt
School District by half ($6 million).

As proposed, the
close a projected deficit of $7.4 billion.
Education cuts accounted for 22 percent of all
gap-closing actions, and 30 percent of all
recurring cuts.
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Summarizing Governor N _
School Aid Proposal

rcpgml %q

Change in Aid

(dollars in

millions)
Freeze Foundation, High Tax, and $0

UPK Aid

Fund current for other formulas +367
Gap Elimination Adjustment -2,138
Offset from federal stimulus funds +726

Other cuts (Teacher Centers, -41
Roosevelt School District)

Net change from 2009-10 -$1,086

The Foundation Aid formula enacted as part

of the statedLampaighéot uti on
Fiscal Equity challenge to its school funding

system is an under-appreciated reform:

P it generally targeted the greatest per pupil

0 N fAndihgtcStiie Aistricts With the greatest

needs;

P it promised all districts predictable aid
increases over a four-year phase-in period;

P it created a more accountable aid system

A i pg usiBgta Bidh @l & fackofs fcosPo®an
adequate education, pupil needs, regional
cost differences, local ability to pay) which
could be understood and debated.

Over the two years in which the formula
operated, it was producing desired outcomes.
The poorest districts adopted budgets with
greater funding increases and smaller tax
increases than their better off peers i closing
gaps in resources without over-burdening
local taxpayers. At the same time, local
school tax increases were cut by almost half.

The current rozBRAouraionbudget
Aid at the 2008-09 level and continued the
freeze into 2010-11. The Gover nor 0s
budget would continue the freeze as sched-

uled for 2010-11, and extend it to 2011-12.

Further, as originally enacted, the Foundation

Gover rNS’ forgruila wag tg 1 laVPhas§do'” %I%Otlo' t o

11. The Governor no proposes to delay full
implementation for six yearsi to 2016-17.

(0]

pro



tHE (Counci?

SCHOOL SUPERINTENDENTS

DREACTION: The state is at-risk of losing a
great achievement in public policy « the
Foundation Aid formula. Freezing the formula
for three years would risk falling so far behind
on implementation that the state could never
catch up. If the budget is enacted as
proposed, the state would be more than $4
billion behind schedule in implementing the
formula.

Further, Foundation Aid accounts for over two-
thirds of total aid. Freezing this primary
operating aid category for three years « even if
there were no aid reductions « would impose
great hardship on poorer communities which
tend to be heavily dependent on state aid.

The Governor proposes to freeze Universal
Prekindergarten Aid at 2009-10 levels and,
consistent with his proposal for Foundation
Aid, to delay full implementation of the
formula until 2016-17.

~REACTION: The Council strongly supports

continued expansion of prekindergarten
opportunities. In the current fiscal
environment, however, it is unlikely many or
perhaps any districts would consider
expanding this program. It is disappointing
that the Governor has not recommended
changes to the program structure to give
districts more flexibility in the use of funding «
for example, to offer full-day programs.

Again consistent with its treatment of
Foundation Aid, the budget would freeze
High Tax Aid at 2009-10 levels.

~REACTION: It is a positive step that the
Governor does not propose eliminating this
aid. The factor used to measure tax effort is
flawed « tax levy on residential property
divided by adjusted gross income. It tends to
overstate the tax effort of vacation-home
communities and understate the effort of
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cities. It includes the property taxes paid by
second home-owners while excluding their
incomes. On the other hand, it excludes the
property taxes effectively paid by many renters
while including their incomes.

Still, as the budget notes, over 70 percent of
the aid is currently directed to average and
high need districts.

As noted in the overview, the budget would
fund most other aid categories according to
current law formulas, including Building,
Transportation, BOCES and Special
Education Aids. No funding is proposed for
Full-Day Kindergarten Conversion Aid
because it is not anticipated that any district
will implement full-day kindergarten in the
coming year.

Allowing these other aid formulas to operate
according to current law results in a net total
increase of $361 million, before applying the
Gap Elimination Adjustment. Almost two-
thirds of this increase is due to growth in
Building Aid (+$221.8 million).
Transportation Aid (+$99.7 million) and
BOCES Aid (+$33 million) also contribute to
the net increase.

The expense-based aid categories generally
reimburse districts on a wealth-adjusted basis
for costs incurred in the preceding school
year. High need rural districts would
experience a 23.5 percent increase in Building
Aid, while the Big 4 Cities would experience a
3.6 percent reduction. The average increase
in Transportation Aid outside New York City
would be 14.2 percent.

~REACTION: Proposals to target individual aid

categories for reduction would be opposed by
school groups. However, to the extent that the
state is facing long-term fiscal challenges, it
would make sense to carefully consider
permanent changes to individual aid
categories. The effect of imposing lump sum
pcbsar gml qficit Re¢uctiene f

¥Bc
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through general purpose operating aid.

Average % change in expenséased aids (Executive
Budget and current law)

% Change in
Experse-
Based Aids

Need/Resource Capacity
Category

| New York City 7.6%
Big 4 Cities -3.6%
High Need Small Cities & Suburbs 14.4%
High Need Rural 23.2%
Average Need 8.0%
Low Need 14.4%
Total State 9.8%

SOURCECouncil analysis of NYSED data as of 1/19/1Q
Expensebased aids include Riilding, Transportation,
BOCES, Special Education, and N®&OCES Special

Services Aids.

As explained in the overview, the Governor
proposes only one reduction in aid provided
through formulas which appear on standard
i Sc h odo |r uArthe Gap Elimination
Adjustment, or GEA.

The GEA is calculated as a lump sum
reduction in total aid, excluding Universal
Prekindergarten and construction-related
aids. Cuts range between 8 percent and 21
percent of aid, before applying the offset from
federal stimulus funds. With the offset, most
cuts are between 4 and 14 percent.

The formula is more complex than similar
cuts of the past. The proposed reductions are
adjusted based primarily upon district wealth
(measured by the Combined Wealth Ratio?)

1 The Combined Wealth Ratio is the measure
of local revenue-raising capacity most widely used
in aid formulas. It is based on district property
wealth and income per pupil compared to state
averages, each weighted at 50%. A district with a
CWR of .500 could be said to have one-half the
state average wealth per pupil.

2The Tax Effort Ratio  is calculated by dividing
adi st totaldax vy on residential property by
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C jand oupil neadsgy(pefcentage of elementary
r m g k n @rgde studgnis eligiklegfor &ee of reduged

price lunches). However, three adjustments
are applied to limit the cuts for districts
meeting certain criteria:

High Needs Adjustment: The GEA for
districts meeting the State Education
Depart ment 0s
may not exceed 5 percent of its 2009-10
Total General Fund Expenditures.

Tax Effort Adjustment: Districts with a Tax
Effort Ratio? greater than 3.5 percent and a
CWR of below 4.000 are eligible for a
reduction in the GEAT the greater their
Ratio, the greater the reduction.

Administrative Efficiency Adjustment:
Districts (other than the Big 5 Cities)
which devoted less than 2 percent of total
2007-08 expenditures to Central
Administration and Board of Education
operations are eligible for a wealth
adjusted reduction in the GEA.

The first two adjustments are mutually
exclusive i districts may receive one or the
other. But districts may receive the Admin-
istrative Efficiency Adjustment plus one of
the other two.

The GEA is structured as a one-year aid
reduction i it would not automatically
continue past 2010-11.

Again, the GEA would be partially offset by
remaining funds from the State Fiscal
Stabilization Fund
stimulus package. The calculated GEA would
be reduced by 33.9521 percent for all
districts. The GEA presented on standard
School Aid runs already reflects this offset.

2 The Tax Effort Ratio is calculated by dividing
adi st totalaax vy on residential property by
the adjusted gross income of residents as reported
on state tax returns. It could be said of a district
with a ratio of 4.0 that its residents are paying 4%
of their incomes to school property taxes. As
explained in the discussion of High Tax Aid, the
ratio is a flawed measure of tax effort.

definiti
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DREACTlON: On the surface, the GEA appears Two ways of evaluating the impactof the Gap
progressive « typically, poorer districts face Elimination Adjustment
smaller reductions than wealthier districts. But ® GEA as % tax levy increase needed to offset ™ GEAas % cut in aid
there are exceptions « over one third of below A5k, L% S e 5% I 0%
average wealth districts would suffer double- NewYork City 6.1% [T 1%
digit percentage cuts in aid. Also, offsetting 1 ! |

Big 4 Cities -4.5% T I 1 2%

the GEA would typically require greater budget g Noc Eonilltiies 1 | |

cuts or tax increases on a percentage basis in arid St 6.2% r‘_F 7.8%

poor districts. High Need Rural -5.6% r_— 12.2%
\ |
. A Need |-10.7% —i(,.%
Further, the use of strict cut-offs for the three vergeTieet [ r‘ | j 1
adjustments means that a small « i.e., LowNeed 111.2% [T T 1.8%

meaningless « difference in district Total'State 5% r—‘—h 4.8%

characteristics can make a huge difference in

aid. For example’ diStriCtS Wlth a TaX Effort SOURCE: Council analysis of NYSED data
Ratio of 3.49 or an Administrative Efficiency ‘
Ratio of 2.01 would lose out on potentially The Gap Elimination Adjustment as % aid C:Jt
o .. om . . Districts sortedby property wealth per pupi
significant aid adjustments. tanch ot imalstic)
0.00%
The Governor proposes to limit aid payments Lo
to districts to the sums calculated based on 4.00% gt ————— -
dqta on file for the Executive Budget School -6.00% M?;QLJ"_WM - ....
Aid run released on January 19, 2010. For il 8 i i ol .,.WI 3 Y
. - -8.00% - 3 - . oy Bt -
the most part, this data was submitted to the . e s
State Education Department by November. 10.00% T <w'e - o R R N
o/ ad A_‘:"...: ':. L’....‘ o Yo Si0 o 3
-12.00% ;f;’“;:!::..‘i;:{,'?#ﬁ4.—r*— T Pt T
) . o o e ML NN ~ Yo * *3e S0%
[DREACTION: The data freeze proposed in the 14.00% - e AR AR
budget would lock-in faulty aid calculations. In -16.00% - -
some cases, districts do not have access to up- Property wealth per pupil; 1% = poorest 1% of districts
to-dgte data uqtil January or later « for tuition SOURCE: Council analysis of NYSED data
to private special education programs, for
example.
DREACTION: While Teacher Centers receive
The Governor proposes to cut two grant mixed reviews from superintendents, research
programs funded through School Aid: shows a stronger pay-off for effective pro-
- Funding for Teacher Centers would be fessional development than for most other
eliminated, a cut of $35 million. reform strategies. The state should be pro-

viding more support for teacher professional

- A special grant to the Roosevelt School
b g development, not less.

District would cut by one-half, to $6
million. Roosevelt is subject to extra- L o
ordinary state oversight pursuant to The budget justifies the reduction in
special legislation. Pmmgctcjr%g gknpmtgle dgga_
condition would deteriorate if other proposed
aid reductions are enacted.
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Il. Other Education Budget Items

The Executive Budget would shift more of the
cost of Summer School-Age Special
Education on to school districts. Currently,
70 percent of the cost is paid by the state, 20
by school districts, and 10 percent by
counties. The Governor proposes to use a
wealth-adjusted state share ranging between
10 and 80 percent, based on the Combined
Wealth Ratio (described above).

The proposal is estimated to shift $86 million
in costs from the state to school districts.

The Governor also proposes to limit to $50
million the portionof t h e
appropriation that could be used to pay
claims from prior years.

DREACTION: At the same time the Governor
proposes a series of mandate relief initiatives
designed to reduce school district costs, he is
proposing a shift a significant new cost on to
districts. Limiting payment of prior year claims
risks building up a lengthy backlog of aging
claims as has happened with School Aid.

Under current law, costs for Preschool
Special Education are shared between
counties and the state, with the state paying
59.5 percent. Commencing for costs incurred
in 2010-11, the Governor proposes to limit the
growth in costs borne by counties by requir-
ing school districts to assume responsibility
for cost increases greater than 2 percent. The
Budget estimates that this would shift $6
million in costs from counties on to school
districts in county fiscal year 2011 (i.e.,
calendar year 20011); presumably the impact
would be greater over a full school year.

DREACTION: This proposal would shift a cost
from a larger to a smaller tax base and to
entities (school districts) which are unique in
having to present annual operating budgets for
voter approval.

current
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It could also harm equity in overall school
funding. Through the current county share,
taxpayers in wealthy areas help pay for
services for children from poorer communities
within their county. Under the proposal, each
district would pay for its own children and there
would be no wealth adjustment to the share of
costs it must absorb.

Since this proposal does not require school
districts to assume any state costs, the
Legislature would not have to identify
alternative savings to reject it.

The BRédridralso proposes changes in
funding for several education grant programs
funded outside of School Aid. Some are
highlighted below.

A new $6 million appropriation is proposed
for ASmart Scholars E
School s. o The fundin
Gates Foundation grant.

Proposedappropriations for selected education
programs funded outside of School Aid

Proposed

2009-10 201011
Program Funding Funding
Transferring Success $314,900 $0
Workplace Literacy 1,000,000 0
Nonpublic School 110,605,000 109,105,000
Aid
Schools Under 1,751,000 0
Registration Review
Grants
Rural Education 175,000 0
Advisory Council
Smart Scholars Early 0 6,000,000
College High
Schools
Grants-in-aid for 30,530,100 0
Certain School
Districts
SOURCENYS Division of the Budgetpescription of
2010~11 New Yorkt&e Executive Budget
Recommendations for Elementary and Secondary
Education




HE(CouNci?

SCHOOL SUPERINTENDENTS

School leaders are most familiar with the
State Education
Elementary, Middle, Secondary, and
Continuing Education (EMSC) and as well as
its teaching and special education divisions
operating out of other major divisions. But
SED exercises extensive other respons-
ibilities, including overseeing 48 licensed
professions and operating the State Museum,
Library, and Archives. The primary funding
sources for the
budget are not state tax dollars, but federal
grants and user fees.

The Governor proposes to reduce General
Fund support for the State Education
Department by $4.7 million. This cut
includes a reduction of 53 General Fund
positions. Thirty positions funded from other
sources are also proposed to be eliminated.

If enacted, only 7 percent of S E D d@psrating
budget would come from the General Fund
and only 323 of its 2,915 budgeted positions
would be supported by General Fund
appropriations. More than 100 school
districts would receive more in state funds
than SEDOGs EMSC

Sources of funding for SED Operating Budget
(as proposed)
General Fund

$42,564,000
7%

Federal Grants
$363,198,000
62%
Other
Revenues
(e.g., fees)
$181,863,000
31%
SOURCE: Council analysis of N¥®L0-11 Executive Budge

[DREACTION: Schools count on the State
Education Department to process transactions
such as construction project approvals, to
administer grants, to interpret state and federal
mandates, and to conduct testing regimens.

Depart

Depart

of fice
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Dsprfcp pcbsargmlq gl
operating budget will weaken its capacity to
meet these needs.

ment 6s Office of

The Governor is using administrative
authority to redeploy State Police officers
from positions working in districts as School
Resource Officers.

DREACTIONThe Council opposes this action
which will either shift costs on to school districts,
or forego employing expert safety personnel.

lll. Property Tax Relief Initiatives

The Executive Budget proposes three changes
to the STAR program:

1) Raise the maximum reduction in STAR
benefits that can occur as a result of
changes in the assessed or market value of
a home from 11 percent to 18 percent.
(State Savings: $40 million).

DREACTION: Changesg | r f c
_bhsgrkclr3® npmt mic
consternation when property taxpayers open
their tax bills and find smaller than anticipated
STAR relief. Raising the adjustment has the
effect of increasing property tax obligations at
a time when state leaders define property tax
relief as one of their top goals.

2) Eliminate the STAR exemption for homes
valued at more than $1.5 million (State
Savings: $30 million).

~REACTIONOne of the flaws of the current
STAR program is that its benefits are not more
targeted. Ending benefits for the most
expensive homes would improve targeting. But
it is easy to imagine the sharp cut-off provoking
assessment controversies. These might be
reduced by a tapered reduction in benefits
instead.

r fc

¥dj mmp
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3) Restructure the New York City Personal Personal income tax receipts were actually $1
Income Tax STAR benefit to limit the rate billion lower than anticipated but the
reduction to the first $250,000 of personal Governoro6s Budget Division
income. (State Savings: $143 million). the fall-off is timing-related and will be partly

made up through later payments.
CREACTION: The rationale for this proposed
cut seems justifiable. The Budget explains that

;he Ze percent. of City taxpayers tho Earbn OV? up to 30 days to amend his budget (state law
250,000 receive over 50 percent of the benefit now calls on the Governor to submit

dpmk asppclr j_u _I|b afmeBda@disivRrSneLddys dftbr 8 origithl ¥ —

poorly targeted _j j ma _r gml md 1 fpgopodal. 1t hael Be6n expéttedtha€3dvernor

pcgmspacqg* cqgncag_jjw padsenwbuldprogos futthed stat@ fudgetg d , °
cuts to close the new deficit. Instead, his
amendments assume receipt of $1.06 billion

The Governor pr op-0oses anadddional federalraic tromtPresident

The State Constitution requires the Governor
to propose a balanced budget and allows him

breakero tax credit i nObhlemapesr pomoplosienc bmel gted x

to limit individual property tax obligations to

a share of income. This proposal would be The Gover noWhiletherdgisstwong , fi
tied to the Gover nor 0s eydensegnaisatirig tht this aichwillbe at e

spending cap and benefits would rise or fall approved, if federal action is not taken,

dependent on state budget surpluses. In deeper spending reductions would be

addition, benefits would be adjusted based required across a range of policy areas,
taxpayersd i ncomes and inoluding, potentially, zdeicateom, health earer

school districtsod6 | ocal tsaxciialcrsearswi des,r edmd i mtnher s

to an inflation-based threshold.
At the same time, Assembly Speaker Sheldon

DREACTION: The Council supports a circuit- Silver and State Comptroller Thomas

. : Di Napol i believe that the G
brea!<e.r as the most efficient mech..amlsm for projections are extremely optimistic.
providing the most property tax relief to the
taxpayers who need the most help. However, All these factors compound uncertainty for
benefits for taxpayers under the Governor%q school districts whose boards must adopt
proposal could be unpredictable from one year budgets for submission to voters by late April.
to the next.
V.L.mrc mk ¥BW_rfc Rmn?:3

IV. Note on the 21-Day The Executive Budget includes a $750 million
B Amendmen appropriation in anticipation of a successful

UdgEt endments application for competitive funds through the
On February 39, Governor Paterson federal Race-to-the-Top (RTTT) program.

announced that the st atRET&aPtBoojllercféderal grdani d get
deficit for 2010-11 had grown by $750 million competition intended to provide one-time

i from $7.4 billion to $8.2 billion. support for systemic statewide education
reform initiatives. A first round of grants to

The gap is due to a $550 million fall-off in states is to be awarded in April.

personal income tax collections and a $400

million increase in Medicaid costs, partially The maximum grant the state could receive

offset by $200 million in lower than would be $700 million. One-half the grant

anticipated spending including for School would be allocated among school districts and

Aid.
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charter schools and one-half would be used
by the state to support efforts to improve
standards and assessments, build student and
school data systems, strengthen teaching and
school leadership, and turn around low-
performing schools.

RTTT funding is not intended to help balance
the state budget or to help schools avert tax
increases or budget cuts. For most districts
the funding would not be significant i if the
state wins the maximum grant and every
district participated, the average grant for
districts outside the Big 5 Cities would be
about $110,000 1 one-time. On the other
hand, a grant would provide a huge boost for
statewide reform efforts.

Over 94 percent of school districts submitted
memoranda of understanding signed by their
superintendents indicating support for the
statebs RTTT proposal

~REACTION: U.S. Education Secretary Arne
Duncan criticized Governor Paterson for
appearing to presume New York would win a
grant and cautioned states against using RTTT
funds to close state bude c r
criticisms are off-base. Itis standard procedure
for state budgets to include ¥ b p w3
riations to accommodate possible future grant
awards. The Governor does not presume RTTT
funds to offset any costs already budgeted.

VL. Legislation

The Governor proposes to clarify that the cap
on total spending under a contingency budget
cannot be less than total spending under the
school district budget for the prior school
year. Under current law, when a school
district is unable to gain voter approval for a
budget, it is required to adopt a contingency
budget which caps total spending increases at
the lesser of 4 percent or 120 percent of the
average monthly increase in the Consumer
Price Index over the preceding calendar year.
For the purposes of calculating the
contingency budget cap for the 2010-11

S

bcdgagr g
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school year, the average monthly change in
the CPI has been -0.3 percent. This raises the
specter that districts required to adopt a
contingency budget could be required to cut
spending below prior year levels. Given that
the | aw refers to the
in the CPI, THE COUNCIL asserts that
lawmakers never envisioned or intended the
possibility of a negative budget cap and the
cap should zero under current law.

~REACTION: Rf ¢ Emt cpl mp %q
codifyTf ¢ Ams | agj %q
law; that would be preferable to a negative cap.

However, The Council strongly supports bill S.
5822 (Oppenheimer)/A. 8852 (Nolan) which
would provide for the use of a five-year average
of the change in the CPI for the purposes of
calculating the spending cap for the 2010-11
school year. School districts do not make the
same purchases as consumers. For example,
increases in required pension contributions
alone would drive up total spending by approx-
imately 2 percent this year in some districts,
even if all other expenditures could be frozen.

Also, the Governor proposeto use a threeyear
average ofCPI change in setting a spending cap
for state governmet.

The Governor proposes to give the state, local
governments and school districts the option
to amortize upcoming large increases in
required employer contributions to the State
and Local Government Employees Retire-
ment System (ERS) and the State and Local
Police and Fire Retirement System (PFRS). If
they choose to participate, the public employ-
ers would be permitted to amortize the
portion of their respective pension costs
exceeding a contribution rate of 9.5 percent
for ERS in 2010-11. The contribution rate
above which future amortization is to be
allowed would be increased by one percent-
age point each year through 2015-16. Repay-
ment of the amortized amounts would be
made over a 10-year period at an interest rate
to be determined by the State Comptroller.

A
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CREACTION: The Council supports creating an
option for public employers to amortize ERS
cost increases.

Some districts see pension amortization as a
key to assembling tolerable budgets and call
for similar authority to amortize coming large
increases in Teachers Retirement System costs.
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The Governor proposes legislation to

establish a four-year moratorium on
unfunded mandates imposed on school
districts and local governments by statute.

The Budget also states that the Governor

intends to pursue a constitutional

amendment to fAprotect
from unfunded mandates. 0 I

| ocal

?1 _jrecpl _rgtc mp amkn jexadkhewhat protddtion i evisomad. ¢ p | mp %q

proposal could be to authorize districts to
borrow funds on their own to cover some of the
cost surge for ERS or TRS Districts might be
able to obtain more favorable interest rates and
could have more flexibility to retire the debt
early, if their circumstances permit.

Legislation passed late last year creating a

AnTi er Vo for new en-tr a

ment systems also included a statement of
intent to enact an incentive to create a one-
time, three-mo nt h A wallowthg men-
bers of New York State United teachers who
are in TRS or ERS to retire without penalty if
they have reached age 55 and have at least 25
years of service. Bills have been introduced
in both houses to implement this promise and

CREACTION: The Council welcomes the intent
of this proposal. Atthe same time, a statute

barring unfunded mandates imposed by statute

could be circumvented at any time by any new
statute. The Governor could achieve some of
the same effect simply by pledging to neither
propose nor approve any bill to impose an
unfunded mandate. The Council applauds
current and past Senate Education Committee
Chairs Oppenheimer and Saland for following
this policy with bills referred to that Committee.

The Governor proposes prohibiting the Board
of Regents from proposing any legislation,
regulation or policy directive containing a

a Governoros progr am b imandatewithowt pnsaagsoumrtingoetiaednepact

~REACTION: Because many districts report

of such mandate on affected entities. The
accounting would include: the fiscal impact
of the mandate; a cost-benefit analysis;

that a time-limited ¥ 3-83 3 gl ac | r gt aocamestgtibn of input sought and received

make a huge difference in their budgets for the
coming year, The Council supports its adoption.

However, if retirees delay notifying employers
of their intent to participate until June 2 or later
(as current bills would allow), the incentive
would do little or nothing to help districts in
developing budgets. School boards must
approve budget proposals by late April for
consideration by voters in May.

Extending the incentive to employees who are
not NYSUT members could help avoid confusion
and consternation at the local level.

11

by affected entities; and proposed sources of
revenue to fund such mandate. With app-
roval from the Governor, proposals could be
advanced without a prior accounting of fiscal
impact when necessary to protect against an
immediate threat to public health or safety.

In addition,t he Governor 6s
requires the Regents to conduct a review of
its regulations, and prior to December 1, 2010
submit a report to the Governor on proposed
changes to the regulations that could reduce
the impact of existing mandates and generate
property tax relief. Under the proposal, the
Regents would not be required to take steps
to reduce mandates.

Propos:
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CREACTION: The Council supports these
measures to require the State Education
Department leadership to more fully consider
local fiscal impact of policies prior to
enactment, and to fully review and analyze the
necessity of unfunded mandates currently
required of districts.

The Governor proposes a three-year statute of
limitations on claims for state reimbursement
submitted by Vocational Educational and
Extension Boards (VEEB) for school years
commencing prior to July 1, 2009. For the
2010-11 school year and thereafter, VEEBs
would have to submit claims no later than
one year after the close of the school year in
which was such payment was made. An
exception is made for payments required as a
result of a State audit.

AGover nor 6 svoudauthorizes a |
common school districts and clarify the
authority of union free school districts to join
with other districts and BOCES to provide
regional transportation services to students,
to conduct cooperative school bus mainte-
nance, and to enter into a transportation
services contract with another school district,
a county, municipality, or the State Office of
Children and Family Services. The trans-
portation contract cost would be required to
be appropriate, as determined by Commis-
sionerds regul ations.

In addition, union free school districts would
be authorized to enter into a shared
transportation contract with another school
district that transports students pursuant to a
private transportation contract. The contract
cost would also be required to be appropriate
and the contract must result in cost savings
for the district. Such contracts would be
limited to providing transportation to a

l ocation outside the
of residence to which another district is
already providing transportation to its own
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students through an existing contract with a
private transportation contractor.

CREACTION: The Council supports this and
other similar measures that promote cost
effectiveness by making it easier for districts to
collaborate with each other to provide
transportation and other services.

The Commissioner of Education would be
required to conduct one or more pilot
programs during the 2010-11 school year to
identify barriers to the formation of, and
evaluate the cost-effectiveness of, regional
transportation systems, and to submit a
report to the Board of Regents, the Governor,
the Legislature and Division of Budget by
November 1, 2010.

CREACTION: The Council supports the
requirement for a study, particularly to identify
roadblocks that may discourage or prevent
districts from collaborating to provide
transportation to students.

The Governorbs proposal
requirement that each BOCES complete a
regional special education facilities plan every
five years given federal law already requires
districts to provide appropriate space for
students with disabilities in the least
restrictive environment. The proposal would
make New York statute consistent with
federal law by requiring district super-
intendents to determine the adequacy and
appropriateness of facilities to house special
education programs based on specified
factors. The BOCES District Superintendent
would then report any findings of space
inadequacies to the Commissioner.

~REACTION: Some superintendents and

(@)
—

BOCES superintendents have commented on
the value of the 5-year space planning
requirement as a tool to promote cooperation

rep
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between the BOCES and its component districts
to ensure the accommodation and inclusion of
students with disabilities in the least restrictive
environment. In some areas, the BOCES and
school districts have entered into multiple year
contracts to secure space. In other areas, it is a
year to year discussion between the BOCES and
the school districts to secure space for special
education classes. In some cases, the space
planning requirement has made it easier for
BOCES to obtain commitments from school
districts for space on a long range basis to
minimize disruption to the continuity of student
programs.

The Governor proposes to freeze charter
school tuition for the second consecutive year
to 2008-09 levels.

CREACTION: Charter schools should not be
exempt from the austerity being imposed upon
district schools.

AGovernords proposal
state aid, exclude from the definition of
enrollment a student who becomes five years
old after December 31 of the current year.
Present law does not require districts to
admit students who turn five after December
1 of the current year.

DREACTION: The Council opposes the
Emt cpl mp %q
disincentive for school districts to admit
children who turn four after December 31.
While concern that a four-year old child may not
be developmentally ready for school is reason-
able, the decision as to whether a child is
prepared to enter school is best left to the
pcggbclr
Additionally, this legislation does not apply to
charter schools. It sets up a contradictory
situation where a public school district could
be required to pay tuition to a charter school for
a student for whom the district cannot receive
state aid.

npmnmgq_j u f

gafmmj _I b rf

Choices:

The 2010-11 State Budget
and the Schools

March 2010

School districts would be permitted to hold
superintendent conference days, which are
held annually for teacher professional
development, between two weeks prior to
start of the school year and the first day of the
June Regents examination period for
secondary teachers and the last day of the
June Regent examination period for
elementary teachers. Under current law,
districts may count up to four conference
days
required to receive full state aid, but days
held in July or August may not be counted.

CREACTION: The Council supports this
proposal. Some districts would welcome the
option to schedule professional development
days before the start of the school year in order
to reduce disruptions in instruction.

The Governor proposes changes to make state
practices consistent with federal transition
planning requirements for students with

W Qiidabiflties whPwill n® 18nbeP e ligitsle fat f

special education services upon turning 21.

District committees on special education
would be required to organize a transitional
planning meeting for a student with disa-
bilities in a residential placement upon the
student turning age 18. Representatives
from appropriate agencies such as the Offices

evelopm ntﬂﬁgé\/‘%rgt se;[jdgioggrerranda 9_J

Family Services, and the State Education
Department would be invited to the meeting
to assist in the development of a recommend-
ation for adult services. The student, if 18 or
older or parent must be given the opportunity
to consent in writing to the release of relevant
dénfoenfatiop to Sach agencipsc | r q ,

The Governor 6s aparenpwes a l

duplicative requirement to provide written
notice to students that they will no longer be
eligible for special education services upon
reaching age 21.

toward the minimum 180

wo ul
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CREACTION: Lcu  Wmp i
education mandates are far in excess of federal
requirements. The Council supports this
proposal as one step toward a reasonable
realignment.

The Governoros
2010-11 school year the authorization for the
Big Five City School Districts to exceed class
size requirements for middle and secondary
special classes for students with disabilities
due to low student attendance.

CREACTION: The Council strongly supports
continuation of this flexibility which has now
been in place for more than a decade.

The Committee on Preschool Special
Education would be required to determine
whether a special education program is as
close as possible to
recommending a placement. When
recommending a program that is not the
closest available appropriate program, the
Committee must provide an explanation of
why the more distant program was
recommended.

CREACTION: The Council supports this
measure. Providing special education services
gl npmep_k ajmqgcqr
consistent with the federal requirement to
provide special education services in the least
restrictive environment.

The commissioners of the State Education
Department and the Office of Children and
Family services are required to review audits
of county payments to preschool special
education providers within a three-month
period.

CREACTION: This is a reasonable requirement.

Qr _r c %q
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The State Education Department would be
required to identify school districts with high
rates of classification and low rates of
declassification of students with disabilities.
Additionally, SED would be authorized to

lorovid fechricdl BssistaRck dhd rdglire the ©

development of a corrective action plan to
assist districts in maintaining appropriate
special education classification rates.

~REACTION: Appropriate classification of
students with disabilities can significantly
reduce special education costs. The Council
supports providing districts with technical
assistance to address the underlying reasons
for high rates of classification and low rates of
declassification, but recommends amending
the provision to encourage rather than require
districts to develop a corrective action plan.
Weoleghinfuglé'® home prior
Some school districts have funds set aside in
Employee Benefits Accrued Liability Reserves
(EBALR accounts) beyond what they will
need to pay employees for unused leave time
T the only authorized use of EBALR funds.
Under a
be authorized to use excess EBALR funds
toward educational programming for the

2010-11 sc?(ooLﬁe r.o/The aFnou t withdrawn
"Wutd nofekcl e eﬁtp Eliffifation 9 9

Adjustment for a school district.

Also, the Comptroller would be required to
audital I school di stri
the 2010-11 school year, rather than by the
end of the 2011-12 school year.

CREACTION: The Council strongly supports
allowing districts to use excess EBALR funds to
offset state aid cuts. At the same time, our

sl bcpgr _I bgle gq rf _r
questions the practicality of the audit
requirement. We see it as unnecessary.
Districts will still be obligated to pay

t o
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employees for unused leave time even if they
unwisely over-draw their EBALR account. This
alone should dissuade districts from over-
reducing their EBALR, without an appraisal by
the Comptroller.

The Council also supports Comptroller
BgL_nmj g%g npmnmqg_ ] r
governments a lawful means to save for retiree
health insurance costs. At least three-quarters
of the districts studied in-depth in the
Amknrpmjjcp%q C@?JP
use the account for that purpose.

The Governoros
administrative and paperwork burdens
placed on school districts. This is consistent
with the June 2003 report by the Department
of Education on paperwork reduction. That
report concluded that school district leaders
are required to compile and submit over 110
state or federally mandated plans, reports,
and applications each year.

CREACTION: The Council strongly supports
this proposal. It would enable school district
leaders to focus more of their time on activities
to raise student achievement and maximize the
r-vn_wcpq% gltcgrkclr
reduction legislation has passed the Senate
with bipartisan support for the past several
years. Inthese tough economic times, school
districts would welcome relief from the
unnecessary burden of excessive and
redundant paperwork requirements.

The Governor proposes to repeal multiple
bidder requirements for school district
construction projects i the Wicks Law.

CREACTION: The 2007 legislation which raised
Wicks exemption thresholds from $50,000 to
$3 million in New York City, $1.5 million in
Suffolk, Nassau, and Westchester Counties;

m
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and $500,000 elsewhere was woefully
inadequate.

School districts realize the largest savings from
the largest projects. A State Education
Department review of school construction
projects approved between 2001 and 2006
found that while projects valued under
$500,000 comprised 68 percent of all projects,
those projects represented only 6.5 percent of
total project costs. Thus if the Wicks exemption
would save districts 10 percent of costs,
exempting only projects valued at under
$500,000 permits districts to realize savings of
only 0.65 percent of total costs. The same
study found that projects valued at less than $2
million accounted for only 24 percent of total
project costs.

Rather than identify specific schools and
districts with the least and greatest
occurrence of violent and disruptive incidents
and those with the least and most
improvement in these areas, the State
Education Department would be required in
its report to compare such incidents among
similar schools and districts based on size,
student need resources.

n | aaf mmi n NN nenitmnii
C REACTION: The Council supports this
proposal to compare the occurrence of violent
and disruptive incidents among similar
districts. This would provide a more useful tool
in determining best practices in reducing high
rates of such incidents.

School districts would have greater flexibility
to purchase from existing contracts held by
other governmental entities, and allow
districts to purchase
(most advantageous based on price, quality
and performance).

based
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CREACTION: The Council supports measures VII. A Look Back at 2009-10
such as this which afford districts the flexibility School leaders held down taxes and saved jobs

to make cost-effective decisions. A year ago, school district leaders wrestled

with competing pressures in putting together

. budgets for 2009-10.
As part of the 2007 School Aid reforms ]
certain districts with high Foundation Aid - Responding to concerns from local voters
increases and low-performing schools were and taxpayers, school leaders sought to
required to prepare a i Q¥erhelddpownprgpertygax incepsese n c e
(C4E) 0 which required spRRspdhdidy b washiSghd th& wéd

their aid increases on certain activities expected to use federal stimulus aid to save
deemed proven effective at raising student jobs.

achievement. . . )
Schools also have one imperative every year |

The Budget would require districts in C4E in to give every child an education promising
2009-10 to submit contracts for the 2010-11 them the skills and knowledge they will need
school year unless all schools in the district to thrive in life beyond school.

are identified as in good standing. Each ] )

district would be permitted to reduce its School leaders did their best:

required expenditures in proportion to its - Statewide, districts adopted the lowest
Gap Elimination Adjustment. average tax increase in seven years, despite

the smallest state aid increase in six years.

CREACTION: The Council supports this - At the same time, official statistics

proposal. But given that Foundation Aid was indicated that the primary federal fiscal
frozen this year and would be frozen for two relief enabled New York schools to save or
further years under the Executive Budget, and create 18,000 education jobs.

that total aid would be cut by $1.4 billion from .
romised levels, The Council questions the Voters overwheI[mneg supported school .
P ’ |l eadersdé choices, approving

sense of continuing C4E mandates at all. percent of school budgets, with the highest
percentage of fiyesd votes (
the State Education Department began
compiling vote counts in 2003.

Lowest average school taxincreasein 7 yea

% Changein proposed tax levy
10.0%

NI
0,
8% 7.5%
6.1%

6% .

s .
4.3% 3.7%
4% -
2.1%

2%

0%

2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10

-2%

SOURCE: NYSCOSS analysis of NYSED state aid and school property
tax report card data; Big 5 City Districts excluded.
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How did superintendents and boards hold
down tax increases despite lean state aid?

District leaders and their voters had to make
hard choices. Over 85 percent of districts
proposed budgets with spending increases
below what the contingency budget cap would
have permitted them to adopt without voter
approval. Nearly half proposed spending
increases below 2 percent.

While thousands of jobs were saved,
thousands were still eliminated. In a survey
conducted by THE COUNCIL& national
affiliate, the American Association of School
Admin-istrators (AASA), 76 percent of New
York superintendents who responded
reported eliminating positions in their
budgets for the coming year. Nearly half
reported layoffs.

Districts were aided by a decline in their
required pension contributions i a pattern
that will reverse in the coming year.

There was also somewhat wider and deeper
use of reserve funds than in the year before.

Well over half the New York superintendents
responding to AASA said the economic
situation had
improve student achievement, close
achievement gaps, and to maintain a focus on
student learning and instructional
improvement.

Virtually all superintendents expected the
coming year to be much harder i even if state
aid were merely frozen and not cut.

One small city superintendent put it this way:

AfLast year we
effort to reduce taxpayer burdens. We set
as a goal, do no harm to children and we
were pretty much able to avoid direct
impacts on services to children. That
drawerisnow empty. O

affected

scrubbe
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VIil. A Look Ahead
State budget prospects are uncertain and
unsettling.

Just two weeks after unveiling his proposed
budget, Governor Paterson revealed that the
projected deficit for next year had grown by
10 percent from $7.4 billion, to $8.2 billion.

That announcement was expected to lead the
Governor to recommend further budget cuts

i n hidsayid2almendment soh. on
Instead, he assumed the receipt of over $1

billion in federal aid proposed by President
Obama. But the Governor warned that if the
federal help does not materialize, further cuts

will be needed, including cuts to schools.
The Legislaturebs fiscal
their revenue forecasts in the final week of
February. Majority party staff in both

chambers concluded the Administration is

too optimistic T by $743 million according to
Senate Democrats, and by $1.2 billion in the
estimation of Assembly Democrats. (These

figures are cumulative, combining 2009-10

and 2010-11 projections).

The ghgep chamgersgeached agreamenten@s o r ¢ s
consensus forecast concluding that total

receipts for the remainder of this year and for

state fiscal year 2010-11 will be $850 million

bel ow what the Governoro6s
assumes. What does this mean for schools?

Before the Legislature can add one cent to the

budget to reduce cuts to School Aid or any

other service, it must find $850 million to fill

the hole in the

Consequently, individual Legislators are more

hesdifitic tRaH & &n§ time In fhenfo R about

their capacity to reduce proposed budget cuts.

Governor 6s

Febr
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Conventional wisdom holds that if state
leaders cannot producea fgood
budget, delivering bad news on-time (by April
1) is the next best option, both for schools and
politicians. Thi s year 0s
unlikely to yield either outcome.

Washingtonés gilbstyeao f
made it possible for the Legislature to fully
reject Governor
Aid nAnDeficit Reducati o
outcome was widely supported and offered
superficial fairness. It restored all districts to
flat operating aid, and avoided the appear-
ance of picking winners and losers. This
largely spared Legislators, particularly the
Senat e éndnarr@wmdemocratic
Majority, from working out painful
compromises in School Aid distribution.

School groups are grateful to the Senate
Majority for thwarting proposed mid-year aid
cuts. But that exercise further exposed its
difficulty in producing majority votes for
tough decisions.

The politics of the budget process have been
further undermined by
implosion as a leader.

The state has had a run of four straight timely
budgets i some approved after the April 1
start of the fiscal year, but all before the
deadline for school boards to adopt budget
proposals. But political instability, lack of
state resources and dependence on
Washington all put that streak in jeopardy.

S

Pat er s average negrly $10 lilkoa. d

n
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The longer-term outlook is yet one more

n e w s discouraging aspect of the budget process this

year. No one is predicting a sudden revenue
rebound and wage losses already exceed

b u d g e thoseof past severs downgurns.

Even assuming its Executive Budget is
tenacted, ithe Admanistichtion projects that
deficits for the three years following would
School
Assessment . o Th
For 2011-12, the Administration assumes a
$1.7 billion School Aid increase contributing
to a $5.4 billion structural deficit. School Aid
would rise chiefly due to the assumed end of
the Gap Elimination Adjustment.

But the deficits will need to be closed. If
education cuts in 2011-12 comprise the same
share of necessary gap-closing actions as
proposed in this
percent), another year coupling expense-
based aid increases offset by a large GEA
could be the result. Or, the new Governor
might pursue more structural changes to
School Aid.

Gloe prejecredgaps awtlasger aften2018-12,
due to complete expiration of state tax
increases and federal stimulus aid.

Executive Budget Projections (in billions)

year 0s

Deficit

Deficit (assuming Projected

(without Emt c pl School Aid

action) budget) Change*

2010-11 -$8.2 0 -$81.1
2011-12 -$14.5 -$5.4 +$1.7
2012-13 -$18.5 -$10.7 +$1.9
2013-14 -$20.9 -$12.4 +$1.6

*School year change « reflected in projected deficits
which must be eliminated.

SOURCE: NYS 2010-11 Executive Budget Five-Year
Financial Plan, with 21-day amendments

Ex e
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IX. Choices

Again, schools will change as a result of the
fiscal trauma state government is passing
through. The challenge is to ensure that the
changes to come are the best we would
choose given our circumstances.

Policymakers and the media have not seemed
to grasp how severe the challenge will be for
schools.

Governor Paterson persisted in arguing that
schools have adequate reserves to offset his
proposed cuts. But schools operate with
tighter limits than municipalities on the
Airainy dayo
they already do make withdrawals to smooth
out budgets. Without reserve fund
withdrawals this year, local school taxes could
have been 4 percent
cliffo threatened
argues against draining reserves as well.

In 2003, the last time School Aid was cut,
districts proposed local tax increases aver-
aging 10 percent. That will not happen this
time. Most districts are again attempting to
hold tax increases to levels similar to last
year®.sThose contemplating bigger tax in-
creases typically serve poor communities and
have little left to cut that is not mandated.

But combining cuts in state aid and restraint
on local taxes will force more cuts.

School leaders will always try to avoid cuts
that could damage instruction or other
student servi
every decisiondis both a pledge by them as
well as a plea to you.

But as the need for cuts accumulates, it
becomes harder and harder to spare
instruction and personnel, because those
areas are where most school spending goes:

- Measured by purpose, 74 percent of school
spending is for instruction;

- Measured by object of expense, 70 percent
goes to personnel i salaries and benefits.
(Figures exclude New York City).

f undsAlsb,hey
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Schools have essentially no ability to cut
personnel costs unilaterally, except by cutting
jobs. Salaries and other benefits are deter-
mined through collective bargaining. Pension
contributions are set by the state and sched-
uled increases next year would drive up total
spending by 2 percent in some districts, even
if all other costs could be frozen. A large
share of instructional costs i for special
education 1 is dictated by mandates.

When THE COUNCIL asked superintendents
about their budgeting decisions last May, the
overwhelming consensus was that their
choices would be much harder in 2010, even
if state aid were to be frozen, not cut.

Vﬁtﬁaﬂy aI'ITb"i‘s{riEltst r@pbrﬁng to the Council

now expect to cut jobs, most with layoffs.

As dire as the state fiscal outlpok is, it seems

Ely that stat€ 18adels Wil SuBply" 9
Soinb AdGitbhalaki betore SheyRiibor dhy? S

significant, recurring help on the cost side.

THE COUNCIL supports nearly all the mandate
relief proposals advanced by Governor
Paterson. But almost hone would produce
significant recurring cost savings. Allowing
employers to finance some of their ERS
pension costs would yield large near-term
savings, but with greater long-term costs.
Also, most school employees are in TRS, not
ERS. A AB5%0 retirement
provide one-time help for some districts.

If neither more funding nor more flexibility is
provided, schools will change in ways few
people would deliberately choose. Young
stmﬂl\}illtbé) lost, gréneral student services will
suffer, and activities protected by narrow and
sometimes obsolete mandates will endure.

Whether advocating for more aid to fund this
y e ar @d budgethor more flexibility to
meet longer-term fiscal challenges, the
arguments from school leaders to state
leaders are essentially the same:

We face dreadful choices for the
schoolchildren and taxpayers you and
we both serve. Give us tools so thd we
can make better choices
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