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INTRODUCTION

Each year,THE COUNCIL givesi t s anal ysi s of the Governor&s pr (
a title which tries to capture the challengesand opportunities that budget posesfor the
schools.

In 200 5, for example, the analysis was titled, The Buck Stops Here,because, with a

recent state Court of Appeals decision strength
making, it seemed Governor George Pataki would bear increased responsibility for the

welfare of public education.

Theanal ysi s of Governor Pant2@0&wadentititdaTeet budget pro
Wrong Campaign, signifying the sense that the Governor had chosen to launch a

campaign against public schools with proposals for financial incentives for voters to

vote down school budgets and tax credits for private school tuition.

The Wrong Campaign also stressed that the state was negledhg economic, moral, and

practical imperatives i to raise standards and achievement, to close gaps irschool

success and to maximize the impactoft ax payer s6 i nvshoolsméhiet s i n t hel
among these was the failure to seriously pursue resolution of the longrunning

Campaign for Fiscal Equity lawsuit and thereby honor the state constitution 6 gromise

of an adequate education fa all children.

We titled our analysis of EIShibingO@8pfNaeuzaer 6 s f i r st
His budget challenged policymakers and educators to at last tackle fundamental policy

guestions: How can all schoolchildren be assured the resources necessary for an

adequate education? How can taxpayers be assured that better resources do produce

better results? Do state learning standards set the right goals for students and

schools to pursue? How should schools be held accountable for performance? How

can the burden of property taxes be reduced?

No state budgetwill everbe perfect. But the enacted 2007-08 budget set the state on
an extraordinarily hopeful course. It included an historic increase in state aid and new
initiatives in property tax relief. But more than that, it resolved the CFE litigation with
comprehensive reform that promised sustained, significant increases in state aid. It
also launched valuable projects to update state learning standards, improve
accountability systems, and endow the State Education Department with the capacity
to complete those assignments.

Our title this year i Keep the Promise i is intended partly as a challenge to state
leaders to honor the funding commitments made in the last state budget, despitea
challenging fiscal outlook.

But it is also a challenge to educators and state leaders botfi to honor a more
fundamental promise : to continue the work begun in the last budget, to keep
addressng the real challenges confronting education in this state with real answers, to
assur e t haspubieamool®will deliver the education that schoolchildren
need at a cost taxpayers can support.
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SUMMARY OF AIDS FINANCED THROUGH SCHOOL AID APPROPRIATIONS
-- 2007-08 AND 2008-09 SCHOOL YEARS -- NEW YORK STATE

2007-08 2008-09 Change
AID CATEGORY School Year School Year Amount Percent
I. Formula-Based Aids: (mmemmmm e Amounts in Millions ----——=--=-ms-smmoeeeeen )
Foundation Aid $13.644.33 $14,542.89 $898.56 6.59 %
Excess Cost - High Cost 412.31 437.46 25.15 6.10
Excess Cost - Private 22240 234.37 11.97 5.38
Reorganization Operating Aid 0.00 2.86 2.86 NA
Textbooks (Incl. Lottery) 185.19 184.93 (0.26) (0.14)
Computer Hardware 36.95 ETAN| 0.16 043
Computer Software 45.93 46.48 0.55 1.20
Library Materials 19.64 19.63 (0.01) (0.05)
BOCES 625.43 593.99 (31.44) (5.03)
Special Services (Career Ed./Computer Admin.) 132.20 171.33 39.13 29.60
Transportation (Including Summer) 1,412.90 1,521.03 108.13 7.65
High Tax 99.99 100.22 023 0.23
Universal Prekindergarten 363.29 452.25 88.96 24.49
Education Grants 97.39 196.39 99.00 101.65
Charter School Transitional Aid 20.30 2117 0.87 4.29
Full-Day Kindergarten 1.64 3.19 1.55 94.51
Formula-Based Aids Total $17.319.89 $18,565.30 $1,245.41 7.19 %
EXCEL Building Aid - New York City 70.00 109.00 39.00 55.71
Building/Reorganization Building 1,828.39 2,002.45 174.06 9.52
Supplemental Public Excess Cost 19.62 0.00 (19.62) (100.00)
1,918.01 211145 193.44 10.09
Total Formula-Based and Other Aids $19,237.90 $20,676.75 $1,438.85 7.48 %
Il. Grant Programs and Additional Aid Categories:
EXCEL Building Aid - Rest of State 0.00 26.00 26.00 NA
UPK and Full-Day K Planning Grants 2.00 2.00 0.00 0.00
Mid-Year UPK Expansion 10.00 0.00 (10.00) (100.00)
Teachers of Tomorrow 25.00 25.00 0.00 0.00
Teacher Centers 40.00 40.00 0.00 0.00
Teacher-Mentor Intern 10.00 10.00 0.00 0.00
Math and Science Initiatives 10.00 10.00 0.00 0.00
Rochester Community Schools 4.00 4.00 0.00 0.00
School Health Services 13.84 13.84 0.00 0.00
Roosevelt 6.00 6.00 0.00 0.00
Urban-Suburban Transfer 1.13 1.13 0.00 0.00
Employment Preparation Education 96.00 96.00 0.00 0.00
Homeless Pupils 6.48 6.48 0.00 0.00
Incarcerated Youth 16.50 16.50 0.00 0.00
Bilingual 11.50 13.50 2.00 17.39
Education of OMH/OMR Pupils 54.60 54.60 0.00 0.00
Special School Districts 270 2.70 0.00 0.00
Chargebacks (33.31) (33.31) 0.00 0.00
BOCES Aid for Special Act Districts 0.68 0.68 0.00 0.00
Learning Technology Grants 3.29 329 0.00 0.00
Native American Building 250 2,50 0.00 0.00
Native American Education 36.50 36.50 0.00 0.00
Bus Driver Safety 0.40 0.40 0.00 0.00
319.81 337.81 18.00 5.63
SCHQOL YEAR TOTAL $19,557.71 $21,014.56 $1.456.85 745 %

SOURCE: Division of the Budget, Description of 2008-09 New York State Executive
Budget Recommendations for Elementary and Secondary Education, p. 27.
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SUMMARY OBPECIFIPROPOSALS

School AidOverview

In his first Executive Budget as Governor, Eliot Spitzer proposed a record school aid

increase of $14 billion . That sum exceeded not just any previous Govenor 6 s pr oposal ,
but was also greater thanany increaseever approved by a Legislature. In the enacted

budget, school aid rose by a total of $176 billion , as the Legislature addressed

weaknesses in the Governoroés propdwmdsér Foundati o
High Tax Aid, Universal Prekindergarten, and other purposes.

Notwithstanding a gloomy economic and fiscal outlook, Governor Spitze® s s chool ai d
proposal again setsarecordf or a Gov e r ni &L.45 silliop,oro7 b pescant.

The increase consists of $1.44 billion in aids presented on computerized aid runs(i.e.,

Af or mul ,andan additiongl $18 million in other aids. Foundation Aid accounts

for $898.56 million of the total growth, rising by 6.6 percent over 2007 -08 levels.

REACTIONS: Proposed Change in Total Formula Aids
) Increase

DAs explained below, in Total
rfc Emtcplm Increase Aid, excl.

in Total Building
Aid (in Percent & EXCEL Percent
Need/Resource Category millions) Increase Aids Increase

proposals raise
numerous concerns.

Still, he is proposing a High Need Districts
record increase in what |  New York City $547.3 7.3%  $489.8 7.2%
shapes up as a difficult Big 4 $109.0 7.6%  $109.0 8.1%
budget year for the High Need Small
state. Cities/Suburbs $212.5 10.2% $166.6 8.6%
High Need Rural $174.5 9.9%  $149.0 9.5%
High Need (Total) $1,043.3 81%  $914.4 7.9%
Average Need $326.8 6.2% $270.4 5.8%
Low Need $68.7 5.9% $41.1 4.0%
Total State $1,438.8 75% $1,225.8 7.1%
Source: Council analysis of NYSED data

Foundation Aid

Recommended Formula Changesihe Governor proposesseveral changes to the
Foundation Aid formula enacted a year ago:

1 slow-down the phase-in of formula (provide districts 37.5 percent of the difference
between projected 2010-11 aid and 200607 aid, rather than 42.5 percent);

9 reduce the guaranteed minimum increase for districts from 3 pe rcent to 2 percent;

1 lower the cap on maximum allowable increasesfrom 25 percent to 15 percent;
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T provi dbestba ofi b 5 [State SharingtRatiowofor districts meeting the State

Education Depart ment 0 sostatues faicaombination of studént A hi g h

poverty and capacity to raise revenue locally); because Buffalo, Rochester, and
Syracuse were already at the maximum Sharing Ratio of 90 percent, they receive

no additional aid due to this provision;

9 for the full value property wealth and adjusted gross income used in computing
State Sharing Ratios, allow districts the use of the more favorable of 2005 data or
the average of 2004 and 2005data (as explained below, there was dramatic growth
in both full value and income in many districts between 200 4 and 2005; using the
average would cushion districts against aid losses die to gains in measured

wealth);

9 adjust the computation of the fourth tier in the State Sharing Ratio to make it less
generous todistricts with Combined Wealth Ratios above 1.3 (i.e, property wealth
and income per pupil more than 30 percent above the state average.

In addition, as called for by law, the Governor6 s f or mul as woul d updat e

cost of education per pupil by the change in the ConsumerPrice Index (from $5,662 to
$5,695) and the expected local tax rate based on change in the state average tax rate
(from $16 per $1,000 of full value property wealth to $15.60/$1,000).

Increases Lower than Projectedin total, Foundation Aid would rise by $899 .6 million,

or 6.6 percentover2007-08 | ev el

However, in the

budget exercise, the Division of the Budget, Senate Finance Committee and Assembly
Ways and Means Committee all forecast that Foundation Aid would increase by more

than $1.2 billion.

Part of the decline results from
dramatic gains in property wealth
and income and declines in
enrollment as reported in updated
data which first became available

Western New York

Change in School District Full Value and
Adjusted Gross Income, 2004 to 2005

® Change in FV
® Change in AGI

Total State

Finger Lakes
Southern Tier

after the quick start exercises.

The Governordéds Bu
now estimates that with the
updated data and with no formula

North Country

Central New York

hawk Yglley
dge

g Capital Region

Mid-Hudson Valley

Lower Hudson Valley

ne

t

November

New York City
Long Island

changes, Foundation Aid would
rise by $992 million, about $250
million less than its forecast. New

0% 2% &% 6% 8% 10% 12% 14% 16% 18%

York City was especially affected by wealth increases; £oUNCIL estimate is that the
City would have seen its Foundation Aid increase fall by about half i from a projection
of $528 million to about $260 million. There aredistricts that would experience
increases above projected levels due to the new data.
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The chart below compares projected and proposed increases in Foundaibn Aid.

Projected and Proposed Increases in Foundation Aid

$600 $529 H Projected by Council based on 2007-08 data —
@ $500 ¥ Proposed by Governor —
(=]
= $ac0 7 $335
£ $300 - $283
3]
g $200
g $1214107
= $100 - 586 $64

5o | i
New York City Big 4 High Need Small High Need Rural Average Need Low Need
Cities/Suburbs

Wealth Measures:A maj or <criticism of the Governor
ago was that 304 districts (45 percent of all districts) would have received only the
guaranteed minimum increase of 3 percent. The Legislature cut that number by more

than half (to 150), by providing a second method for calculating how much districts

should be expected to raise from local so
Under the Governorods proposal, tedley | oc al
mul tiplying each districtés full value pr

$16 per $1,000 of full value, with that tax rate adjusted by an Income Wealth Index, so

that districts with low income per pupil would be expected to raise less. The

Legi slature added a second met hod which ¢
Sharing Ratios, 0 a method more commonly wu
The State Sharing Ratios are based upon t
pupil compared to state averages.

Last year, 520 of the 677 districts had a

Sharing Ratio method. Under the Governor
or more districts would move off the Expected Tax Rae method.

Guaranteed Minimum IncreaseilUnderth e Go v e r n-09 Fowdaon AidB
proposal, 205 districts would qualify for the guaranteed minimum increase of 2
percent. Lowering the guaranteed minimum from 3 percent costs the affected districts
a total of $17.7 million.

ontri

pe

al c

(@}
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Cap on Increases:Thirty -one districts lose aid as a result of capping increases at 15
percent, compared to only one district under the current law cap of 25 percent. Aid
lost due to the lower cap totals $12.2 million. More than half the loss is from average
and low needdistricts, but Schenectady, Lansingburgh, Port Chester, and Binghamton
are high need districts that each lose more than $400,000 due to the lower cap
(Schenectady loses over $2.6 million).

Income Wealth Index: Despite widespread support, the Governor does not recommend
lowering or eliminating the low -end cap of.65 on the Income Wealth Index. This
index is used to adjust the Expected Tax Rate used as one method of computing
Expected Local Contributions; the cap setsa minimum Adjusted Expected Tax Rate of
$10.14for all districts, no matter how poor . THE COUNCIL and other groups urged
eliminating the lower limit as a vehicle to help very poor districts.

REACTIONS:

D The Governor deserves credit for proposing a helajtincrease in Foundation Aid in
a difficult a year. But it is nonetheless disappointing that he has proposed to slow
the phasein of Foundation Aid In the same vein, it is disappointing that the
Governor proposes to reduce both the guaranteed minimumadreaseand the
maximum allowable increase. All these recommendations are retreats from the
reform enacted last year and its promise of increased predictability in aid.

CRfc Emt cpl mp%g npmnmg_j rm _jjmu rfc sqgc md
district wealth is constructive. As various school finance reforms were debated in
the years leading up to lassession, the Counciland other groupswarnedthat a
recurrenceof pastdramatic increases in full value couldhave huge disruptive
effects on school aid. History has now repeated.Nearly 40 percentoftheg r _ r ¢ %q
school districts experienced doubledigit percentage increases in full value. Nearly
98 percent of the districts would benefit from the option to use the two year
average.

? Attempting to target adlitional aid to low wealth, high studentneeddistricts is
j _sb_"jc* “sr sqgle QCB%qg ¥ f gByprovidibgcab® bcqggel
5 percent aid bonus to designated districts, itreates sharp distinctions in aid for
narrow differences in need At least 11 districtsnarrowly miss the designation
despite having more than 40 percent of pupils eligible for free/reduced price
lunches andless than half the state average wealth per pupilMaking
adjustments in how the Income Wealth Index is used giit have accomplished
some of the same results without steep, arbitrary distinctions.
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Special Grants

Both New York City and Yonkers would receive increases in special grants. The

Supplemental Education Improvement Grant to Yonkers would rise from $8 mill ion to

$17.5 million. New York City would receivetwoi Academi ¢ Achi evement Gr ar
totaling $179.89 million. Last year, the City received a similar grant for $88.89

million. Availability of one of the grants for operating support would be contingent

upon the adoption of legislation to defer payment of certain Building Aid as is done for

all other districts. If the legislation is not enacted, the grant would be used to offset

Building Aid costs.

Presumably, the New York City grants are intended in part to compensate for the fall-

of f in Foundation Aid described above. Al so, t
been calculated off the aids presented oncomputerized aid runs. The Governor

includes these grants on the aid run. With the grants, New York City receives 3.33

percent of the total aid increase following the framework for shares calculation in the

2007-08 enacted budget. This figure isslightly above itstraditional negotiated share

of 38.86 percent. Without the grantst he Ci t y éhe incsehsa woelld ke belotv

36 percent.

Regional Shares of Formula Aid Increases

New Yorl Rest of

City Long Island State

In the 2007-08 Enacted Budget 38.86% 12.96% 48.18%
In the 2008-09 Proposed Budget 39.33% 6.95% 53.72%

Source: Council analysis of NYSED data

High Tax Aid

In a surprise, the Governor proposes a High Tax Aid formula which would distribute
$100 million, the same sum as added by the Legislature last year. Inearlier
projections of 2008 -09 school aid, the Executive presumed no continuation of High
Tax Aid.

The Governords formula differs sharpAy from tho
district would receive High Tax if its:

1 Income Weah Index is less than 2.5 (i.encome per pupil is less than 2ifes
the state average);

1 Approved Operating Expense per pupil is greater than the state average of $10,550;
and

9 tax levy on residential ppeerty exceeds 3.3 percent of the adjusted gross income
reported by residents.

Qualifying districts receive $450 per enrolled pupil multiplied by a wealth ratio.
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In contrast, the current law High Tax Aid formulas targeted aid to districts located in
counties where the aggregate residential property tax levy as a percent of income was
greater than 4.2 percent (Tier 1) and to districts with a residential tax levy greater than
4 percent and located in aregion with a Regional Cost Index greater than 1.3 (Tier 2).

The Governorés formula swings about $14 mill i on
high need districts.

The formula approved last year provoked a revolt among Westchester Democrats when

they discovered that Long Island was to receive $70 million in High Tax Aid while their

county would receive nothing. The second tier was added giving Westchester districts

$1.1mi I i on. Under the Governoro6s proposal, Long
million, while Westchester would gain $6.4 million. The chart below provides details.

Among Island districts, 37 percent would receive greater High Tax Aid under the

Go v e r n anulé than thase approved by the Legislature for the current year.

Proposed Change in High Tax Aid
$80 $70
@ $70 - W 2007-08 High Tax Aid $61
S %$60 — - .
= ¥ 2008-09 High Tax Aid
T $50 $46
=
= $40
@ $30
% $20 -
£ $10 -
$o -
High Need Small High Need Rural Average Need Low Need Long Island Westschester
Cities/Suburbs County
REACTIONS:

D The High Tax Aid formula approved by the Legislature was unfair in denying aid to
high tax effort districts that are located in counties with low combined tax effort.
Despitetheir own strong effort, these districts were denied aid becausef the low
effort of neighbors. Rf ¢ Emt ¢ pl mp %qthandefech mq _j _t mgbg

On the other hand, limiting aid to districts with per pupil spending above the state
average seems arbitrary asvell. In usinga Regional Cost Index in Foundation Aid
state policy impliesthat there are legitimate variations in the cost of providing the
same quality education across regions. ccordingly, adistrict in a low cost region
may be making strong tax #ort even if its spending per pupil is belovthe state
average.




THE(CouNcIr’

SCHOOL SUPERINTENDENTS

Dgl jjw* uf _rctcp rfc bcdmeydistictgWwould f c Jcegqj
jmgc ggelgdga_ | r qskqg dpmk Addingasawat c pl mp %qg n |
harmless provision so that nadistrict would receive less High Tax Aid than in

2007-08 would cost $37 million.

BOCES Aid

The Governor proposesto eliminate theso-c al | ed A mi | | farg@mpwdingd 0 opt i on
BOCES Aid. Instead, all districts would have their reimbursement for the purcha se of

BOCES services calculated using the Transportation Aid State Sharing Ratio which

ranges between 36 percent and 90 percent with average wealth districts receiving 41

percent. The minimum state share would be reducedto 6.5 percent by 2010-11.

The Governor 0s fedtonduc 8OCES Aid flomn the leaglspromised
under current law by a net sum of more than $60 million. Nonetheless, approximately
30 percent of districts would gain from the change.

REACTIONS:

D Rfc Emtcpl mp%q npmnmqg_ | ument jevels gistribtsaaec _gb dp |
expecting for costs they have already incurred. It is also disappointing that the
Governor did not propose raising thenaximum salaries which BOCES Aid will
reimburse. The current limit of $30,000 has not been raised in more tha
decade.

BOCES Aid
Governor's Proposal vs. Present Law

Need/Resource Category Change % Change
High Need Small Cities/Suburbs ($2.0) -2.3%
High Need Rural $4.1 3.0%
Average Need ($44.0) -13.0%
Low Need ($22.7) -28.5%
Total State ($64.6) -10.0%
SOURCE: Council analysis of NYSED data,; districts with
incomplete data excluded

Special Services Aid

Special Services Aid is an analog to BOCES Aid for the Big 5 Cities and a handful of
other districts which do not participate in BOCES. It provide s aid for administrative
computing services and for career and technical education programs. The Governor
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proposes increasing Aid for CTE programs by a total of $41 million (31.3 percent) over
current law.

Proposed Increases in

REACTIONS: Career/Tech. Education
Aid

C Historically, CTE programs in thBig 5 " Increase (in

have been underfunded by the state in Eiatiich millions)

comparison to what BOCES Aid provides Albany $1.45

for other districts. This is unfair and Buffalo $10.20

unwise, given the proven effectiveness of New York $4.21

CTE in engaging students in learning and

promoting high school completion. The Newniigh Hlbai
Council wil support the proposed Special Rochester $5.13
Services increase and restoration of BOCES Syracuse $2.26
funding. Yonkers $1.16

TOTAL $40.87

SOURCECouncil analysis of
NYSED data.

Universal Prekindergarten Aid

The enacted 2007-08 state budgetre-ignited expansion of Universal Prekindergarten
with a $146 million (50 percent) increase over 2006 -07 funding levels. In practice,
however, nearly half the increase went unused i including perhaps as much$36
million by New York City.

For 2008 -09, the
Governor projects an
$88.9 million increase.
But only $7.2 million of
this proposed increase is
targeted to districts
which used 100 percent
of their UPK funds in
2007-08. His proposed
formula would retain
present law per pupil aid
levels and would institute
a targeted phasein methodology based on district need and prior utilization rate.

The Governor dso proposes to require districtsto prioritize inclusion of children who
would be likely to derive the greatest benefit from prekindergarten services. Current
law requires use of a random selection process when demand for PreK exceeds supply.




