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Good afternoon. I am Marian Bott, Education Finance Specialist for the New York State League
of Women Voters. We thank you for the opportunity to testify at these hearings.

Our testimony comprises a general description, remarks about the proposal’s adequacy and distribution,
an illustration of the operation of the proposed Foundation Aid “formula” (not really a formula), and
some concerns about the proposal to impound funds and the treatment of charter schools.

GENERAL DESCRIPTION

The 2017-18 Executive Budget increases school aid, including grants, by approximately $961
million or 3.9 percent to a total of $25.6 billion. The formula based aids increase by $768.4
million or 3.17 percent to a total of $24.97 billion. The Executive Budget also extends the
“Millionaire’s Tax,” due to expire at the end of 2017, thereby preserving $683 million in revenue
in 2017-18 and $3.7 billion in 2018-19. Notably, the budget does not include a private school
tuition tax credit scheme as prior budgets had.

The school aid increase is comprised of a modest $428 million increase in Foundation Aid or 2.6
percent (including a $50 million increase in the set-aside for community schools); an increase of
$333 million in expense based aids; and $150 million allocated for a “Fiscal Stabilization Fund”
to be apportioned through school aid by the legislature. The Executive Budget increases the grant
for After School Programs by $35 million.

The Executive Budget appears to repeal the Foundation Formula entitlement in future budgets by
deleting the original formula sections dating back to the inception of the program in 2007, and
adding language that limits future school aid entitlements to no more than the aid received by
school districts in the 2017-18 school year.

The Executive’s proposed overall increase in school aid is slightly less than half of the $2.1
billion proposed by the Regents in their 2017-18 State Aid Request and half of the $2.0 billion
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increase recommended by the Education Conference Board (ECB). According to research by
ECB, total school spending would have to increase by $1.7 billion or 2.6 percent just to maintain
current services. Since school districts are limited to a tax levy cap of 1.26%, they can only raise
approximately $200 million next year necessitating a state aid increase of approximately $1.5
billion to cover current services next year.

The Executive’s proposed Foundation Aid increase represents only 10 percent of the
approximately $4.3 billion owed to school districts (per 2006 legislative budget) and less than a
quarter of the $1.8 billion, or 7 percent increase recommended by the Regents for 2017-18.

ADEQUACY AND DISTRIBUTION

Although the Executive budget proposal includes changes to update the calculation of poverty
concentration by blending in a recent multi-year census bureau measure of small area income
(SAIPE), any improvement in progressivity is overwhelmed by the inadequacy of the amount. In
fact, the one year foundation aid calculation is substantially below the total foundation aid
increase recommended for the Big Five School Districts which caused the Executive to
recommend “Due Minimum” or “Save Harmless” increases of 2.93% for New York City and
2.165% for the Big Four, and 1% for all other school districts. For example, New York City
only receives a $109,000,000 increase through the formula calculation, or less than half of its
$240,000,000 total foundation aid increase. The 1.227 percent phase-in of the foundation amount
is just too insignificant and the result is weak responsiveness to large variations in district wealth
and a relatively flat distribution of the school aid increase clustered around the mean. For
instance, a very wealthy Syosset school district receives the 1 percent minimum save harmless
increase and the very poor Roosevelt school district receives an increase of 2.7 percent.

The foundation aid formula used in the Executive Request lacks critical features of a true
formula. In fact the Executive proposal is a calculation of a year-to-year dollar amount
increment, not a comprehensive formula since it begins with a “frozen” amount from prior years,
in which inequitable and inadequate distribution methods jeopardize many school districts. What
is needed is a zero-based true formula, freed from years of save harmless carry-overs.

The value of foundation aid as general operating aid is watered down by the $50 million increase
in the Community Schools set-aside, which serves to reduce funding for classroom services.
Finally, the use of 2012-14 small area census data (SAIPE) appears to negatively impact NYC.
NYC’s traditional Pupil Wealth Ratio is .990 with 1.0 being average. NYC’s new Alternate Pupil
Wealth Ratio, which uses SAIPE data, is 1.097. The higher number diminishes aid as the
distribution is intended to be inverse to local wealth. The next section covers SAIPE in detail.



ILLUSTRATION OF FIVE HIGH NEEDS DISTRICTS

Today our recommendations will focus on two specific drivers in the PreK-12 budget proposal:
poverty estimates and English Language Leamner (ELL) estimates. The counts for poverty and
ELL drive school districts’ aid distribution. Other factors, such as the income estimates (as
reported on New York State tax returns) and assessed property value are equally important, but
they will not be the focus of these remarks. We will address these factors in a separate
submission to the Taxation joint commitice. As to STAR, we predicted problems in our
testimony last year and were not surprised when “timing differences” caused a public outcry.

Although the League is concerned with the outcomes for students in all of the approximately 680
school districts, we have a particular concern for those in the approximately 204 high needs
districts. The districts we have chosen to highlight for detailed analysis this year are also those
in which we have adjacent Local Leagues and active membership. They are as follows:

Hempstead
New York City
Poughkeepsie
Schenectady
Utica
The tables prepared for this could be used as a guide by any organization to get a better insight
into how the school aid formulas work. We have prepared worksheets for the following aspects
of the school aid formula:

1. Aggregate Increases from 2016-17 in Foundation Aid, Total Aid and Building Aid
2. State Sharing Ratios, pointing out how upper limits hurt three of the five districts

3. Skews to Aid Under the Formula (High Tax Aid and Charter School Transitional)
4. Enrollment Counts — note there are NINE sources of such counts

5. English Language Learners

6. Poverty Measures including the new Small Area Income Poverty Estimates (SAIPE)
7. Pupil Needs Index

8. Income Wealth Index (this was revised this year to eliminate the “floor” of .65)

9. Wealth Ratios (including property valuation and average income calculations)

10. Community Schools Calculations. Note that only two districts are “ELL Eligible”.

Table 2 illustrates the calculations that go into the State Sharing Ratio. We have indicated that
Hempstead, Utica and Schenectady are all hurt by the artificial limit of .9. While advocates
succeeded in trimming the .65 “floor” associated with the Income Wealth Index (see Table 8),
there are high needs districts which are still having their state aid curtailed by this cap. Prior to
the implementation of the property tax cap, the .9 might have made sense, but it is not
appropriate now. The formula allows a 5% additional allocation for high needs districts but it
would be fairer to eliminate the ceiling. Turning to Table 7, let’s look at the “Pupil Need Index.”
It has been computed in order to see whether it impacts school aid, which we believe it does and
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we would share these concerns:

1. The Pupil Needs Index (PNI) probably shortchanges students who are not counted by either
Free and Reduced Price Lunch (FRPL) or the Small Area Income and Poverty Estimates
(SAIPE). Students above 6" grade are not counted at all for FRPL due to the perceived
unreliability of middie and high school counts. While SAIPE uses the strict definition of
poverty {approximately $24,000 income for a family of four), FRPL allows reduced price
lunch for families with up to 185% of poverty, a little less than $45,000 for a family of four.
Therefore it is questionable why each of these measures receive a .65 (identical) weighting in
the calculation of “extraordinary needs” and this should be reconsidered to calibrate poverty
in New York State more accurately. Poverty measures as provided by the Census Bureau are
not adjusted for regional cost differences--$24,000 of income in New York may purchase far
less than the same income in many other states around the nation. Aside from this major
problem, the SAIPE is an improvement over outdated 2000 census data, but it has two flaws.
First, there are newer data available than those which were used to compute a 3-year average
(2012-2014). 2015 data were available in December 2015—see chart on the next page of this
testimony. If poverty counts are higher based on these data, school districts should be
permitted the option to employ those data. Second, SAIPE discloses that it does not count
any student who is not “related” to the household in which the income is being measured for
poverty. This could under represent foster and other unrelated children and this problem
should be recognized in the funding formula, not patched in as a separate categorical aid.
Indeed, since SAIPE is used to distribute federal education aid, we are concerned that
“poverty” is underestimated for federal aid as well. As Table 7 shows, in New York City the
“FRPL” pupil count for the purposes of the Extraordinary Needs % is 502,011 (Column
N(PC0263) from NYSED data tab E, whereas the “Census” Count from SAIPE data is
209,351 (Column X(PC028) from the same data tab. Giving English Language Learners a .5
weighting completes, for these five districts, the calculation of the Pupil Needs Index since,
as Table 7 shows, there is no “sparsity” factor for these cities. This PNI appears to have been
used for this year’s aid calculations rather than being calculated as a future “place setter” as
some analysts had stated. Legislators should consult with their district superintendents
to ensure that this change in poverty measure does not incorrectly jeopardize students’
weightings.



2015 Poverty Estimates for School districts
‘Source: U.S. Census Bureau, Small Area lncome anleoverty Program (SAIPE)
Release date: December 2016‘ :

State | State | District | Name Estimated | Estimated Estimated
Postal | FIPS | ID Total Population | number of
Code | Code Population | 5-17 relevant
children & to
17 years old
in poverty
who are
related to the
householder
Hempstead Unicn Free School
36 NY 14130 | District 44,987 7,064 1,895
New York City Department Of
36 NY 20580 | Education 8,650,405 1,233,021 353,949
Poughkeepsie City School
36 NY 23760 | District 30,724 4,318 1,396
36 NY 26010 | Schenectady City School District 66,083 10,490 3,119
36 NY 29370 | Utica City School District 61,604 10,195 4,800
https://www.census.gov/did/www/saipe/downloads/sd15/index.htm|
2. English Language Learners (ELL) are handled with a metric that is a blunt instrument,
relying on a single test score instead of a more nuanced view of the resources required to
move the student out of ELL status into the mainstream of students who have sufficient
mastery of English to learn with other English speaking classmates.
Table 5 makes reference to “Est. UNWTD ELL PUPILS” (no, it does not mean
“unwanted” but rather “unweighted”). No classification is used to distinguish which
language, or how difficult the language is as compared to English, or any estimate of the
degree of effort or technology that might be required to help ELLs. For example, it is
undoubtedly easier to recruit language specialists who are bilingual in Spanish or Chinese
than to recruit language specialists for many of the over 100 languages that are used in the
homes of New York City students, as well as in other recent immigrant communities.
Better metrics would help to assess the challenges faced by students, families and
classroom teachers,
IMPOUNDMENT

The Executive Budget appropriation bill contains language that authorizes the Director of the
Budget to reduce amounts for payment to school districts to offset any shortfall in revenues,
including federal revenues, assumed in the Governor’s Financial Plan. This statutory proposal
appears to be an attempt to circumvent the Oneida v Berle Court of Appealsl decision that

' 427 NYS 2d 407 (1980}



prohibits the Executive from impounding aid to locality payments to local governments. During
the 2009-10 school year Governor Patterson attempted to impound a winter school aid payment
but later backed down after litigation was threatened by education groups.

CHARTER SCHOOLS

The League does not oppose charter schools. However, we continue to be concerned about any
practices of either traditional public or charter schools which discriminate against certain classes
of students including students with disabilities and ELL students. Later in this legislative session
we will provide a more detailed analysis of New York’s charter schools.

The Executive budget would provide substantial financial increases and support to charter
schools by:

. discontinuing the partial freeze on the amount school districts must pay in tuition to
charter schools thereby resulting in a substantial one year increase (calculated by multiplying
Approved Operating Expense times enroliment),

. increasing the rental aid calculation from 20 percent to thirty percent in New York City
. broadening the definition of rental costs in New York City to include lease payments;
maintenance, capital improvement and any other costs associated with such facilities, and

. imposing a new requirement for NYC charter schools that a co-location or alternative

space must be sufficient to accommodate entire planned grade spans in a single building,
including grades not yet in operation at time of offering.

The Executive budget adds another tier for charter school transition aid to temporarily offset the
expense in school district expenses, except for NYC. Furthermore, the Executive budget
proposes to eliminate the regional cap on charter school expansion for NYC of 50 charters issued
on or after July 1% 2015 (as of November 2016 NYC had only 30 charter slots left). Given that
there are 126 charters left to issue statewide, the proposal could result in a dramatic rise in
charter school expansion in NYC,

Since NYC doesn’t qualify for charter school transition aid, the result of all these proposed
actions, taken together, would be to impose a substantial net financial burden on NYC. NYC is
not reimbursed through building aid for the first $40 million in rental expenses.
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