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2007 Foundation Formula Reform

A Council analysis of 20608 enacted budget:
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I Promised significant, sustained funding increases.

I Other reforms (e.g., update standards, develop growth
model, improve accountability).

I Resources for State Education Department.
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I Not perfect, of course.



Educational Conference Board

Principles for School Finance Reform (adopted Oct. 2004)

wAdequacy: ensure access to sound basic education for all districts.

wEquity:treat similar districts similarly.

wSimplicity: the more understandable, the more accountable policymakers
can be held for funding decisions.

wPredictability: schools can do more effective planning and management.

wFlexibility: adequate general purpose aid, caution in substituting state
judgment over local.

wAccountability: public entitled to assurance that better resources will result
In better outcomes; build on existing structures.
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How does Foundation Formula measure up?
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wDistricts could calculate projected aid for next
four years.

wGenerous increases Iin unrestricted aid; replaced
30 formulas with one.

wCA4E does use existing accountability measures;
2008 changes addressed some weaknesses.

THE *(1) Per pupil Foundation Amount reflecting spending in
C()l ||\|C| | of Index; (3) Regional Cost Index; (4) Expected Local Contribution.
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Adequacy and Equitg one measure

Strong correlation between poverty and aid per pupil
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Source: Council analysis of NYSED data.
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Long Island
(Suffolk
Superintendents
AssocC.)

Syracuse Univ.
Education Finance
& Accountability

Program
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Foundation formula not responsive to regional
needs (72 of 121 districts receive only
minimum 3% increase, including 16 of 29
below average wealth districts?).
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Evidence of impact?

Probably too early to ascribe performance gains, but a positive fiscal impact is
occurringg

A 200809 statewide average proposed tax increases: 3.3%, down from 6.9% three years ago.

A poor districts gaining ground (this year vs. 2003)

~200304: equity decreasing - 200809: equity improving
State aid cut $185 millior poorest districts Poorest districts proposing bigger spending, lower
proposed smallest spending, biggest tax increases. tax increases.
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Source: Council analysis of NYSED school property tax report card data, 2003 and 2008; districts sorted by
property wealth per pupil.
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Looking ahead:

Cost Pressures Facing Schools

~
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Anecdotal information from schools suggests similar trends

DOB Forecast for
Expense category 200910

Personal Service 4.5%
NonpersonaService 7.2%
Pensions See note
Health Insurance 11.2%

According to DOB economic forecast, per pupil Foundation Amount would
rise by4.3% if current law followed (i.e., the increase in the CPI for 2008).

Note on pensions DOB forecasts 18.3% increase for state pension costs, but the NYS TRS
employer contribution rate is more stable, so outside NYC increase may be close to increase in
personal service (4.5%); NYC forecasts 9.6% Citywide increase in pension costs.

* Seep. 20 DOBSiquarter report on state financigllan. In total, the report forecast that New
York State would face a budget deficit of $6.4 billion in 2009 The Governor is required to
propose a balanced budget. Accordingly, it cannot be assumed that state agency budgets will
THE reflect the forecasted cost increases.
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Slowing the phasen:

Lessons from experience

Significant aid reform in 19934
I New Operating Aid and Extraordinary Needs Aid formulas.
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I Transition Adjustments never phasealt ¢ state
abandoned operating aid formulas first, in 2002.

2008 concern:
I Slowing phasén may mean state falls further and further
behind, never fully implements formula.

I With delayed phaseén, formula factors may become cut
of-date, making them irrelevant to district circumstances.



Reimbursement Aids

U Building, Transportation, BOCES, Excess Cost and Big 5 Special Services Aids
reimburse districts for costs they have already incurred.
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Estimated local tax increases needed to replace lost state aid,
If 2008-09 reimbursement aids had been frozen

H All reimbursement aids
frozen

New York City

Big 4
Building Aid excluded

High Need Small Cities
from freeze

Suburbs

High Need Rura
Average Neec
Low Need

Total State

0% 1% 2% 3% 4% % 6% 7% 8%

THE. Source: Council analysis of NYSED data; estimate of faxaicreases needed if 2008
UNCII_‘if reimbursement aids frozen at lesser of 2608 or 200809 levels.
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Universal Prekindergarten

Uneven progress toward universal access

Concerns cited by districts:
P Aid per pupil too low.

P Uncertainty over whether funding will continue.
| P No aid for transportatiorg obstacle for poor families.
P Some say they would like to target disadvantaged

Higher need districts are using
more of their UPK dollars

Big 4 97% children.
. " |
High NZiotljrrS:\II Cities 90% P No space.
_ | P Some families want more than a ¥z day program.
High Need Rura 85%

P Would like flexibility to use for other early childhood

Average Need initiatives.

Low Need - - -
e Despite concerns, 13% more districts opted
Total State In this year
0% 20% 40% 60% 80% 100% - t S NJ( I LJé S y C) 2 dZNJ = é R 0 é y S é
% of 200809 of significant UPK funding increases.
UPK allocation applied for - Cuts/freeze could revive wariness.

Source: Council analysis of NYSED school aid data
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Contracts for Excellence

Key questions:
1. Have the right districts been targeted?

T If not, effort is wasted at localnd state levels

I 2008 changes an improvement.

2. Do CA4E districts have a fair chance to succeed?
I Do they have adequate restricted and flexible aids?
I Do timelines make sense?
I Does C4E status improve prospects for success?
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To the extent that unrestricted aabesnot keep pace with generabsts
CA4E districtsnust either raise taxes or make cuts
beyondwhat nonC4E districts must implement

Implications?
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Additional Slides

Background Information
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Strong state aid, more stable pension costs have

moderated local school tax Increases

Annual % in Local School Taxes and State Funding (excl.
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% Change in state aid or local revenue
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200203 and 20086 ¢
- employee benefit increases (chiefly pensions and health insurance)
absorbed state aid increases for most districts.
V Pension costs have since moderated.

V School tax increases in proposed 2008 budgets averaged 3.3%.
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Adequacy and Equity
Projected Foundation Aid & Key Aid Factors

Pupil Needs] Projected
G! oAt AU{ % Eligible fo 201011 Projected4-

Need/Resource Combined| Free/Reduced Foundation| Year Average ¢
Capacity Category | Wealth Ratio* Price Lunc Aid/Pupil Aid Increase
New York City 1.034 79% $6,798 14.5%
Big 4 Cities 456 79% 9,683 9.3%
High Need Small .610 64% 7,984 13.0%
Cities & Suburbs

High Need Rural 437 49% 8,461 12.4%
AverageNeed .843 25% 4,640 9.9%
Low Need 1.838 6% 2,080 10.6%
Total State 1.000 49% $5,799 12.3%

SOURCECouncil analysis of NYSED data.

* The Combined Wealth Ratio compares district property wealth and resident income per pupil to state averages; a district with
ratio of .500 could be interpreted as having draf the wealth per pupil of an average district.
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Adequacy and Equity

Why almost no correlation between aid increase and poverty?

Partly, some districts did well under old formulasExcess Cost (special
education), High Tax, Small Cities, categoricals, shaemless, etc

Higher need districts receiving
only 3% minimum increase.

SOURCECouncil analysis of NYSED data.
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