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The budget outlook the state faced this year

was one of the worst ever

But the proposed School Aid cuts were not the worst ever.

State Budget Deficit as % of | Proposed % Cut to School
Year Governor Projected Spending Aid (vs. prior year)

1991-92 Cuomo 20.5% 10.1%
2003-04 Pataki 29.0% 8.8%
2009-10 Paterson 24.6%* 3.3%
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Source: Council analysis of NYS Division of the Budget documents
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Changing Estimates of State General Fund
Budget Deficit

2008-09 Deficit| 2009-10 Deficit| Combined Deficit
Date (billions) (billions) (billions)

April 2008 0 $5.0 $5.0
July 2008 (1t Q) 0 $6.4 $6.4
October 2008 (2" Q) $1.5 $12.5 $14.0
December 2008 S1.7 $13.7 $15.4
(Executive Budget)

April 2009 (Final $2.2 $17.9 $20.1
Estimates)

April 2009 (Estimates SO SO $0
based on enacted

budget)

SOURCE: NYS Division of the Budget, Enacted Budget Presentatiokpril 28, 2009
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Major 2009-10 Education Budget Issues

D2 @S NJ 2 NXxad Legibl@&itelRedpbnke

Freeze Foundation Aid for two years -- $1.2 billion cut from promised level. High Tax Aid, UPK,
Supplemental Excess Cost, targeted aids also frozen.

Fund expense-based and most categorical aids (e.g., Building, Transportation, BOCES, Textbook)
according to current law formulas ¢ $435 million increase.

I LI @8 PmMdm O0AffEA2Y Ga5STAOAG wSRdAzOGA2Yy ! @
construction aids and UPK. DRA calculated using pupil needs, local wealth, and tax effort. Caps
to set minimum (3%) and maximum cuts (13%).

Also proposed freezing School Aid calculations based on lesser of what formulas would
generate using data submitted in November, or data submitted later.

15% of Preschool Special Education costs from state (12.5%) and counties (2.5%) -- $139million
impact, equivalent to average 0.5% tax increase statewide, more in some districts.

Middle Class STAR Rebates eliminated -- $1.4 billion in property tax relief lost.

Increase in maximum drop in STAR exemption (from 10% to 18%) -- $109 million impact
(another 0.5% tax increase).

O OO O O UOOH

Cap state tax payments on state lands, cut state payments in lieu of taxes (PILOTSs).

¢CKSNBE 6SNB 20KSNJ LINRLXRAalI fax
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Observations on the 2009-10 State Budget

Two ways of measuring budget impact:

1. Compared to 2008-09:

Proposed: - $698 million cut in School Aid from 200809 levels
Enacted: +5405 million increase over 2008-09 (chiefly due to reimbursement aids)

2. Compared to what existing formulas promised for 2009-10:
Proposed: -52.5 billion from what existing formulas promised for 20080.
Enacted: -S1.4 billion cut from current law (chiefly due to Foundation Aid freeze).

Observations:

1. wStIFiA@Ste FSg Odziazr 02 Y LdbrdhRbR a polidical julkgrdeiit toD 2 &
avoid reimbursement, categorical cuts C less likely to be accepted than general aid cuts.

2. No permanent cuts ¢ Foundation Aid freeze for 2 years; DRA applied for 1 year.

3. [ SAAatl 0dzNE RARY QU diAy ] Schablidid Bogiz@als. a8 AR &S
#3 (above) simplified political choices for Legislature; probably would have had similar
outcome on School Aid with a Republican Senate (but not on property tax rebates).
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A key theme:

The Foundation Aid formula put schools in a stronger position

A Gave schools a stronger starting point ¢ projected $1.2 billion
formula increase for 2009-10.

A Policymakers made themselves more accountable for their
funding decisions:

I by prescribing in law predictable aid increases for all districts; and
I by using aid factors that can be understood and debated.

A Put education funding on the same plane as Medicaid, with
cuts measured against growth, not just last year.

A Not perfect, but did generally provide greatest aid per pupil to
districts with high needs; also promised all districts annual 3%
increases.
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Percent Change in Total Aid

2009-10 and prior years; districts grouped by Need/Resource category

W 2007-08 m2008-09 m™2009-10 m2009-11 w/o Bldg Aid
12.0%

12% - 13% oo 11.7%
10%

8%

6%

4%

2%

0%

SOURCE: Council analysis of NYSED school aid data.
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Impact of Federal Stimulus Aid

(American Recovery and Reinvestment Act C ARRA)

State Fiscal Stabilization Aid was used to:
T Avoid proposed $1.1 billion School Aid Deficit Reduction Assessment
T Avoid proposed freeze on data used in School Aid calculations
T Avoid proposed $139 million Preschool Special Education Cost shift

T Restore or partially restore funding for smaller categorical programs

There are also categorical education programs funded through the stimulus bill
T Title | (help for disadvantaged students), part A increase*:
T Title I, School Improvement Grants:
T IDEA (special education)*:
i tfFOSK2f RSNJ I LILINRLINRIFGA2Y F2NJ awl OS (2 GKS ¢2L¥ Tdzy

A allocated to districts by federal formula; state has no discretion.
Nearly all additions for education were funded from stimulus aid, not state sources.

Generally, the sums above represent one-half the total federal funds available to New York State through the
stimulus bill.
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Impact of Federal Stimulus Aid

Observations

A The state could not have fully restored all the aid proposed to be cut through the
Deficit Reduction Assessment had the federal government not come through with
the stimulus aid.

A{iArAttT GKS AYLI OO 2F GKAA NBAUIXNI GAz2Y
continuing 2008-09 funding levels for general purpose aids.

A Federal law requires stabilization aid to be used to restore funding under primary K-
12 aid formulas to greater of 2007-08 or 2008-09 levels andto allow implementation
2F LINBGA2dzat e Syl OGSR FT2NXdzZ I AYyONBLI &
 R2dza i YSyYy (I &4 o¢

A Federal law does have state maintenance of effort requirements, but they are not
very helpful to us (education funding would need to be much worse off).
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WSaU2NI A2y OK?2

A Legislature and Governor heard from districts all over the state ¢ eliminate the Deficit Reduction Assessment
A Spared them from appearing il 2 LJA O1 & 6 A yofeStindievely §fiskict fo Hatlafl.NE €
A Outcome probably would have been very similar with a Republican Senate.

A Different choices were possible with differing consequences for districts across the state:

Comparison of impact ¢ Deficit Reduction Assessment restoration
vs. Foundation Aid increase of similar amount

m Deficit Reduction

New York City
Assessment Restoration

Big 4 58 M Hypothetical Foundation

) o Aid Increase
High Need Small Cities & Suburbs 6.8%
High Need Rural 6.8%

Average Need

Low Need 10.1%

Total

0% 2% 4% 6% 8% 10% 12%

TI_IIEZNCE’,f % change in aid due to restoration choice

SCHOOL SUPERINTENDENTS SOURCE: Council analysis of NYSED school aid data. 10
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Economy still struggling

CNRY LINKaSyidaldAaA2z2y o0& D2OSNYy2NXa . dzR3ISI
April 28, 2009*:
A Data released or revised since January 2009 indicates that national and state

economic conditions deteriorated substantially over the last six months. The Enacted
Budget reflects the impact of this deterioration in its updated economic forecast.

A Budget Division projects the U.S. economy will contract 2.9 percent in 2009, the
largest annual decline in the postwar period ¢ double the rate of decline projected
in Executive Budget.

A New York Adjusted Gross Income (AGl) losses are now projected to total $52 billion
in 2008 and $53 billion in 2009 Cor more than double the last recession. (528 billion
decline in 2001, $21 billion in 2002).

A The Budget Division projects a decline in New York wages for 2009 of 4.2 percent,
the largest annual decline in history.

A End of national recession projected sometime in the third quarter of 2009, making it
the longest recession since the Great Depression.

* http://www.budget.state.ny.us/budgetFP/2009-10EnactedBudgetReportPresentation.pdf
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Projected deficits and School Aid levels ($ in billions)

_ 2009-10 2010 11 2011-12 2012-13

Projected Deficit ¢ -52.2 -$8.8 -$13.7

April 2009 estimates FederalStimulus Aic
State Income T
increases scheduled

enc
Projected Changes +.405 +.563 +1.570 +2.180
in School Aid Foundation Aid free;

ends

Source: NYS Division of the Budget, 2009-10 Enacted Budget Financial Plan, April 2009

Cautionary notes:
A The State Constitution requires the Governor to propose a balanced budget C budgets for

2010-11 and after will require cuts.
A{OGFGS [/ 2YLIGONREE SNQ& ! LINAE &GOF &K NBLIR2NI& 7T
projections ¢ almost 5% (spending was down too).

A Implementation of Bottle Bill expansion will be delayed one year, costing state $115
million
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Adal yII 3SFoft Sé¢ LINR2SOUS R-11R Ssfukiaykevenué P H OH
projections hold up.

A Some troubling signs ¢ April revenues below projections; Governor speculated about
need for $3 billion in cuts; Division of the Budget, Legislative Leaders more cautious.

A State financial plan assumes School Aid similar to this year ¢ Foundation Aid
frozen, increases in reimbursement aids and some categorical programs -- $563
million increase projected (reminderg overall deficit is projected and Governor must
propose a balanced budget

A State has about % of federal education stabilization aid left, but the Governor will use
this in funding his proposals next year.

A All state offices are up for election next year.

A Large state deficits are projected to resume in 2011-12.

_
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A look at local budgets and budget votes

2009: The lowest average tax increase in 7 years, despite the lowest state aid increase in 6 years.

—10% Change in proposed local school tax levy —0% Change in state aid

12%

10% 300%

/ﬂ/\gA%
8% % 170
5%
\
6% &1%
4% \ \
0 M 0
) / %
2% x 2.1%
/ ( 1.9%
0% -1.3%

2003 2004-0° 2005-0° 2006 2007-%° 20080 \2009‘10

-2%

THE SOURCE: Council analysis of NYSED School Aid & Property Tax Report Card data; Big 5 Cities excluded
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on local budgets this year

Proposed change in tax levy is nearly random across
districts of varying wealth (similar pattern in spending)

Historical contrast:

20% :
’ 2003: State aid cut ¢
15% = v : - poorest districts proposed
> . . biggest tax increases
2 10% . : : :
% . despite lowest spending
bt . M & e v . . N .
S B gty e s increases.
2, 5o st ’
g 0% 4 \ :
= e TR o . o 2007: Foundation
§ . — : enacted ¢ poorest districts
g -10% ) . . - proposed smallest tax
& Property wealth per pupil percentile (1% = poorest 1% of districts) . .
15% . increases along with
. biggest spending increases.
-20%

Source: Council analysis of NYSED 2009 school property tax report card data.

THE
UNCITY

SCHOOL SUPERINTENDENTS

15



Regional patterns in proposed
school spending and tax levy changes

Proposed Change in Spending

Lower Mid-
Total Long Hudson Hudson Capital Mohawk Central North Southern Finger Western
State Island Valley Valley  Region Valley New York Country Tier Lakes New York

2007 6.1% 6.0% 6.0% 7.1% 6.6% 6.7% 6.1% 6.2% 6.0% 5.6% 5.3%
2008 5.3% 5.1% 5.0% 6.2% 6.0% 5.1% 5.2% 6.0% 6.3% 4.2% 4.8%
2009 2.3% 2.4% 2.1% 2.4% 1.9% 2.1% 2.2% 2.6% 2.8% 2.1% 2.9%

Proposed Change in Tax Lev

Lower Mid-
Total Long Hudson Hudson Capital Mohawk Central North Southern Finger Western
State Island Valley Valley  Region Valley New York Country, Tier Lakes New York

2007 4.3% 4.7% 5.1% 4.5% 4.1% 2.7% 3.9% 4.0% 2.7% 3.1% 3.2%
2008 3.7% 3.9% 4.8% 4.4% 3.3% 2.7% 3.7% 3.2% 2.4% 2.2% 2.5%
2009 2.1% 2.7% 1.8% 3.1% 1.9% 2.1% 1.2% 1.9% 1.5% 0.1% 1.1%

Source: Council analysis of NYSED 2009 school property tax report card data.
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May 19 Budget Vote Outcomes

ARecord pass rate: 97.3%

AVSOZ2NR & ,Sa¢ @20GS 2Y C Pz {95 NBO?2
Aves votes up 3% over 2008

Ao votes down 18% from 2008

Results by region

Lower Mid-

Total Long Hudson Hudson Capital Mohawk Central North Southern  Finger, Western

State Island  Valley  Valley Region Valley New York Country Tier Lakes New York
Pass Rate 97.3% 97.5% 96.2%  100.0% 95.9% 88.6% 98.1% 98.4% 97.1% 98.5%  100.0%
Yes Vote % 65% 63% 61% 62% 65% 63% 67% 70% 70% 70% 68%
Total Turnout
Change* -6% -4% 1% -4% -2% 4% -5% -11% -17% -17% -8%
Yes Vote
Change* 3% 3% 12% 9% 8% 8% 10% 0% -9% -8% 7%
No Vote
Change* -18% -15% -12% -20% -18% -1% -27% -29% -30% -32% -11%

* Percent change in votes, 2009 vs. 2008
Source: Council analysis of NYSED data on 2008 and 2009 initial school budget vote results
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OoNullum Beneficium Est Impunitume

(No good deed goes unpunished)

Ac¢l ELI &@SNE | YR [¥dsRdtslcould hakl ddwa 1
Ul E AYONBlFIFaSa UKAa eSIFNE gK

A Policymakers might conclude, d 5 A a U NA OG0 a4 & SNIB
down taxes and pass budgets despite weak state aid this
eSINE Yl eoS UKSe R2yQuUu NIt

AhNE LREtAOEYI{1SNA YAIKOG O2yO0
0KAad &SIFENE Yl eéoS a4KSeée Oz2dzZ R
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General sense of what happened in districts:

A Economic news was so bad and so pervasive that it was both necessary to consider more
difficult actions than in previous years, and easier to gain acceptance.

A Most districts reduced staffing; some say programs will not be noticeably affected if
further cuts are not required.

A Declining pension contribution rates helped ¢ that will not happen again for some time.

A Some districts have experienced enrollment declines which presented savings
opportunities; in some, the economic crisis facilitated the acceptance of cuts called for by
ongoing enrollment declines.

A Some districts benefited from fortuitous retirements or one-time savings which will not
recur next year.

A There generally does not seem to have been as much use of reserves as might have been
predicted:
A 2008-09: 32% of districts reduced unreserved fund balances by an average of 32%;
A 2009-10: 42% of districts reduced unreserved fund balances by an average of 26%

A Almost all districts say the cuts they would need to make next year to accommodate flat
state aid (or worse) would be much harder.
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Expense outlook

A Comptroller says ERS contribution rate will go from 7.5% (average) to around
11% next year.

¢ NYS Association of Counties worries we could face a 30% contribution rate in a few
years.

TRS???
Health insurance: State assumes +11% for 2010-11 for its active workforce.

US Energy Department forecasts for 2011: Gasoline: +16.6%; Diesel: +16.7%;
Natural Gas: +3%, Electricity: +3% (http://www.eia.doe.gov/oiaf/aeo/index.html)

If current inflation trends hold, contingency budget cap for 2010-11 will be zero ¢
or less.

Do Do o Do I

How do we explain our concerns and needs without inviting conclusion by R
LI2f AO8YlI {SNEZ da{23 &2dzOQNB aleéAay3a 4S5
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Limited prospects for help on costs

A1TJ02NYySe DSYSNYXtQa oAttt 2y 20t 320
houses ¢ may spark more attention on school district consolidation.

T>

State employee unions agreed to support pension Tier V, but TRS is not included.

T>

Governor and some Legislators support paperwork reduction, deferring
implementation of mandates with costs; limiting unfunded
mandates, procurement flexibility, Wicks reform.

A Senators have also put forward ideas: use BOCES more; require BOCES level
studies of consolidation and sharing; allow districts to use retirement reserves
for TRS; allow regional transportation; & other ideas.

A Assemblymembers have proposed developing a statewide health insurance
plan, allowing BOCES to do more, studying special education
requirements, promoting regional transportation; & other ideas.

A Mostly small stuff, and most is unlikely to happen this session.

A The Governor and Republicans still advocate a school property tax cap.
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Advocacy Directions

A What is a reasonable state aid agenda? Can we preserve the accomplishment of
the Foundation formula?
A Communicate with federal representatives ¢ thank them for their help this
year, and urge continuing aid.
A a{Stt (KSELUBROAYSYIEKAE &SI NQa&a o0dzRISG (
pressures and state aid prospects will present next year.
At2tA0@YlI{1SNER aK2dzZ R NBO23ayAT S GGKIFG
to make the choices facing schools any better ¢ a cap just puts all the
responsibility on school leaders.
¢ Councilposition: ¢! G E OF L) g2dzZf R KdzNIi 2 dzNJ a OK
A Put forward our better options.
A 52y Qi yS3t SQtik new KhSncelloS(Eesryl Tiséh) is saying good

things.
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Regions used in this presentation:

Long Island: Nassau, Suffolk

New York City

Lower Hudson Valley: Putnam, Rockland, Westchester

Mid-Hudson Valley: Dutchess, Orange, Sullivan, Ulster

Capital Region: Albany, Columbia, Greene, Rensselaer, Saratoga, Schenectady, Warren, Washington
Mohawk Valley: Fulton, Herkimer, Montgomery, Oneida, Schoharie

Central New York: Cayuga, Cortland, Madison, Onondaga, Oswego, Tompkins

North Country: Clinton, Essex, Franklin, Hamilton, Jefferson, Lewis, St. Lawrence

Southern Tier: Broome, Chemung, Chenango, Delaware, Otsego, Schuyler, Steuben, Tioga

Finger Lakes: Genesee, Livingston, Monroe, Ontario, Orleans, Seneca, Wayne, Wyoming, Yates

Western New York: Allegany, Cattaraugus, Chautauqua, Erie, Niagara
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