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Politics
Changing Composition of the State Senate Majority

Region

Long Island 8 B
Northern Suburbs 2 3

Upstate 18 )

New York City 4 Z
TOTAL 32 32

U There are 62 State Senators.

U With 32 members, a majority has no votes to spaegvery vote, from every
region is essentialGang of 3?77?

U Assembly Democrats gained 1 seaiow have 109 of 150 members, including
27 from upstate (now tied with Republicans upstate).
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Governor Paterson

A Major Distractions
I Senate Majority Leadership?
I New Senator? Kennedy vs. Cuomo
I End of Year Pardons
| Federal Advocacy (Paterson vs. Schumer)

I Major Internal Staff Shake Up (loss of Spitzer team,
tax scandal with Chief of Staff)




State Budget for SchoolsThe Big Picture

$700 million cut in School Aid from 20608 levels.
$2.5 billion cut from what current law formulas promise for 2003

Major elements:

A pmdm o0AfEtAZ2ZY G5STAOAUO wWSRdAzOUA2Y ! aaSaa’
aid, excluding construction aids and UPKts you on hot seat.

A Shift of 15% of Preschool Special Education costs from state (12.5%) and counties (2.
--$173 million impact, equivalent to 0.5% tax increase.

A Middle Class STAR Rebates eliminat&d.4 billion in property tax relief lost.

T

Increase in maximum drop in STAR exemption (from 10% to-18%)9 million impact.

A Some mandate relief: Wicks, paperwork streamlining, purchasing flexibility, dgfer state
YFYRFGSE&ET G¢ASNI £+ Ay LISyaazy aedaisSvyao
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Closing the Gaps

200910 some major components (cuts/revenues are vs. projected levels)

Cuts: -$9.15 billion Revenues: +$3.07 billion

A Medicaid/Health: -$2.63 A Utility Tax: +$.65

A School Aid:$1.87* A Sales Tax, clothing<$100: +$.46
A STAR:$1.67 A Empire Zones Reform: +$.25

A Local Governments:$.43 A Enhanced Bottle Bill: +$.21

A Mental Hygiene:-$.42 A Limit itemization for high income
A Human Services, etc$.39 taxpayers: +$.14

A Higher Education:$.39 A Cable/Satellite TV Sales Tax:

A State Workforce Wages$.28 +$.12

’ a A W ’
ahyS {K2uac¢cyY
* School year cut is $2.5 billion, but state realizes only 70% in its corresponding fiscal year.

Gr:[)IiIEINC]]ﬂf Source: : NYS Division of the Budget, 2009 Executive Budget Five Year Financial Plan, December 2008
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Not the worst education budget, however:

State Budget Deficl Proposed¥% Cut tc

Governor as % of Projecte School Aid (vs
Spending prior year)

1991-92 Cuomo 20.5% 10.1%
200304 Pataki 29.0% 8.8%
200910 Paterson 24.6% 3.3%

Source Council analysis of

THE NYS Division of the Budget documents
Counciy



How did this happen?

NYS has become extraordinarily dependent on Wall Street (20 % of revenu

Securities industry wages as % of all private wages

New York State Rest of U.S.

20% 18%
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TUE Source: Adapted fr om, ANew York Stateds F
UNCITY McMahon, in City Journal, Autumn 2008
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Fate of Major New York State Banks

Investment Bank Holding
Morgan Stanley Bank Company
Lehman Brothers 'nvgztrr]rl'(ent XX Bankruptcy XX
Investment Bank Holding
Goldman Sachs Bank Company
Merrill Lynch Sold to Bank of America, (NC)

Fleet/Prudential
WE VY, Sold to Wells Fargo (CA)
BearStearns Sold to JP Morgan Chase

78,000 layoffs,
Salary Caps

Citigroup $40bn TARP



The End of Wall Street?

ug AU.S. banking industry has been effe
U Federal government major partner in every major firm.
u All nine of the largest TARP recipients in NYC (Citibank A $40 bn)
U Mandated restrictions on executive compensation; prohibitions on risk.
U Lower risk = lower profits and a less aggressive, less innovative posture.
U Last 2 Investment Banks converted to Bank Holding Companies
U Merrill Lynch A Bank of America (Charlotte, NC)
0 $28 billion in bonuses will be down 50% to $14 billion this year

U 16 banks failed in 2008.

THE
Counc? Source: Kathryn Wylde CEO, Partnership for NYC
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Property Tax Cap Proposal

ALosing momentum, however createk factocap

ADevilish Details:

I Not4%. Same as contingency budget
(lesser of 4% or the 120% of the increase in the CPI).

I 1.4% CPI for 2009Gap would be 1.68% for 20411

I Or lower: with 250 signatures, voters get could force a
referendum to set a lower cap (e.g., zero).

THE
Councn?
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On Time Budget?

A Took Senate Democrats 6 weeks to elect a
leader who was already a forgone conclusion.

Ab2 @20Sa 02 aLl NBX dzLJ
A Old dynamics had historical equilibrium: 38.86%
I New equilibrium in all Democrat Legislature???

AObama BOUNCE???
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Full Policy Plate

A New Standards Committee

A New 38 Testing RFP

A Growth/Value Added (NYC vs. NYSUT?)
A New Commissioner

A High School Reform

A New Accountability System (Chicaggle)
A 215t Century Skills

A NYC Governance/Mayoral Control
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After we survive 2009? Then what”

A Long term cost pressures appear ready to
escalate:
i[2aa 2F a0dzNYy20OSNJ al gay
I Growth in workforce vs. loss in enrollment

I Pension costs poised to rise sharply

|

I Downturn will tilt budgets even more strongly to
special education; growth will become new baseline
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Baby Boom Bubble Retirements

Age Distribution of New York
State Teachers, 1985-2006
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Number of Teachers

Baby Boom Bubble Vanished

Experience Distribution of Teacher
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NYS Teachers (by experience)

200001 200708 Change % Change
0-5 years 46,376 49,612 3,236 7.0%

hars 57267  80.665 23,398

16-25 years 43,047 44,675 1,628 3.8%

26+ Years 40,925 29611 (11.314) (:27.6%

187,615 204,563 16,948




Foundation Aid

A The 200708 State budget (enacted 1% years
ago) made some dramatic breakthroughs:

I Foundation formula enacted.
I Promised significant, sustained funding increases.

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

I Resources for State Education Department.

'|'/2dzy0§fAvyvfeaAaY dOUKS 0
Lszf)\o SRUZOF GA2Y X F Y2NB
SY LINBRAOGSR 2dzai AAE Y2
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Active TRS Members vs. Retirees
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TRS Issues

AdbSé 9YGNI YVGE

N GS T

A Current 8.7% Rate implies performance subsidy
A Lost $7bn (7.4%) in October 2008

A New rate already announce

must double up

AY @S| NJ I FiSNX
A Defined Benefit vs. Defined Contribution
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Benefits > State Aid 2005

Annual Change in Benefits Costs vs. State ¢
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In Downturns, Special Ed Grows




