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PURPOSE OF THIS REPORT

In this Report, [ will present my analysis, based on my direct experience, of whether the
Foundation Aid Formula proposed by Governor Elliott Spitzer and enacted by the Legislature in
Chapter 57 of the Laws of 2007 was developed and designed to address the requirements for
funding a sound basic education in all school districts, as established by the CFE rulings.

In January 2007, Governor Eliot Spitzer proposed a comprehensive solution to the Court of
Appeals’ decision in Campaign for Fiscal Equity v. State of New York, 8 N.Y. 3d 14. The
Court’s order in that case had applied only to New York City’s pubic schools, but Governor
Spitzer, like his predecessor, Governor George Pataki, sought a solution that would apply equally
to all the state’s school districts and all the state’s children. While Governor Pataki and the
Legislature had not been able to reach an agreement on a solution to the CFE decision, Governor
Spitzer’s January 2007 proposal was overwhelmingly agreed to by the Legislature with only
minor changes.

In proposing the 2007-2008 New York State Executive Budget along with the

“Education, Labor And Family Assistance” Article VII bill (S.2107/A.4307) and the 2007-2008
“Education, Labor And Family Assistance Budget” appropriations bill (S.2103/A.4303),
Governor Spitzer proposed a well-designed foundation formula approach to reforming the
funding of elementary and secondary education in New York State. With only minor changes,
the Article VII bill as proposed by Governor Spitzer was enacted into law as Chapter 57 of the
Laws of 2007 and established the foundation formula approach that is now codified as N.Y.
EDUC. LAW § 3602.

The Senate and Assembly both passed the same amended version of $.2107 on April 1, 2007,
with overwhelming majorities in both houses in support of the legislation, and Governor Spitzer
signed the bill into law on April 9, 2007.

In this report, I discuss my experience and work on public school funding in New York State
from the 1980s through December 2013 including my work on foundation aid proposals from the
late 1990s through 2006 and my participation in a technical working group that was convened as
part of the 2006 gubernatorial transition process to assist the incoming Spitzer administration in
the development of a foundation formula to fund a sound basic education. At that time I was the
Executive Director of the Fiscal Policy Institute (FPI) and together with one of FPI’s staff
economists, Trudi Renwick, I represented the Campaign for Fiscal Equity (CFE) and the
Alliance for Quality Education (AQE) at the meetings of this working group

Based on my experience and my participation in the Spitzer transition’s technical working group,
I conclude that the Foundation Aid Formula, enacted in 2007, was based on elements carefully
developed to provide funding to all school districts for a sound basic education, including
children in high need districts such as the Maisto et al. v State of New York plaintiffs’ districts.
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Specifically, under the Foundation Formula, each school district’s resource requirements would
be determined on the basis of (a) the basic education costs in the lower spending half of the
state’s successful school districts, (b) adjustments for geographic cost differences, and (¢)
adjustments for educational need factors including students at risk due to poverty, limited
English proficiency, and special education needs. The enacted Foundation Formula also provided
a reasonable and realistic plan for taking each district’s “ability to pay” into consideration in
determining how responsibility for providing those resources would be divided between the state
and each local district.

REPORT

A. Background: 1980s through CFE Proceedings

1. Since September 1969, I have served in a number of positions in state and local
government in New York state and in the non-profit sector that have given me the
opportunity to observe and participate in the policy making process and to apply and
develop my research and analysis skills. Most of my work has involved quantitative
analysis of tax and budget issues.

2. My involvement in school finance issues was heaviest during the mid-1980s and since
the mid-1990s. From November 1983 to January 1987, I was the Secretary (staff
director) of the New York State Assembly Ways and Means Committee. In that capacity,
[ was in charge of analyzing the Governor’s annual budget proposals including his school
aid proposals for the Assembly Majority. During this time period, among other things, [
also oversaw the analysis of numerous school finance issues and I was a lead negotiator
for the Assembly on the state aid to education budget.

3. From February 1993, until December 2013, [ was the Executive Director of the Fiscal
Policy Institute, a nonprofit research and education organization that studies matters

related to state and local finances. While at the Fiscal Policy Institute, I completed
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numerous analyses of school finance issues for the Campaign for Fiscal Equity (CFE),
which brought the CFE lawsuit, and the Alliance for Quality Education (AQE), which
advocates for school funding.

In the late 1990s, for example, I worked with colleagues at the Fiscal Policy Institute to
develop a “foundation formula” school funding plan that could be used to implement the
Campaign for Fiscal Equity’s “Statewide Fair Funding Principles for a Sound Basic
Education” in an economical, efficient and effective manner. This work resulted in a
report entitled “An Agenda for a Better New York: Funding a Sound Basic Education for

All New York’s Children” http:/fiscalpolicy.org/wp-

content/uploads/2012/03/Newcfe.pdf that we presented at public events in January 1999
in Albany and Syracuse, at which school finance experts commented on our proposals.
This report served as the basis of school finance reform plans that we developed in later
years with the Campaign for Fiscal Equity (CFE).

This work accelerated in June 2003 when the Court of Appeals ruled in favor of CFE and
ordered the state to reform its school funding system to ensure that all schools would
have the resources necessary to provide all their students with the opportunity for a
"sound basic education,” which it defined as a "meaningful high school education." The
Court of Appeals gave the state until July 30, 2004 to "ascertain the actual cost of
providing a sound basic education," to design a plan for funding such a plan in New York
City, and to implement a system of accountability that will ensure the reforms actually
provide the opportunity for a sound basic education.

To complete such a “costing out” in a comprehensive manner, CFE and the NYS School

Boards Association organized a New York State Council on Costing Out which
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commissioned an independent panel of national experts to complete “a one-year, cutting-

edge costing-out study that will determine the actual amount of funding needed in each

school district to provide an adequate education to all students throughout the state.”'
This study was funded by grants from several major national foundations and was led by
experts from the American Institutes for Research (AIR) and Management Analysis &
Planning, Inc. (MAP). These two firms had served, respectively, as the experts for the
plaintiffs and the experts for the defendants during the trial phase of the CFE litigation.
The report produced by this project was referred to in subsequent documents in the CFE
litigation as the AIR/MAP report. Simultaneously, the Pataki Administration created a
commission chaired by Frank Zarb to advise it on the development of a remedy, and this
commission contracted with Standard and Poor’s to assist it in this process; and the
"Regents Proposal on State Aid for 2004-05," which was released in January 2004,
included a cost study, "Estimating the Additional Cost of Providing an Adequate
Education," which was prepared by the New York State Education Department.

7. Together with Trudi Renwick, one of FPI’s senior economists, I provided the AIR/MAP
team with assistance in interpreting and processing the fiscal data that it received from
the State Education Department from NYSED. During this same period, Trudi Renwick
and I also worked with CFE’s Sound Basic Education Task Force to refine CFE’s
foundation formula proposal. Following the completion of the AIR/MAP report (“The
New York Adequacy Study: Determining the Cost of Providing All Children in New

York an Adequate Education”) in March 2004, we worked with the SBE Task Force to

'8.  New York State Council on Costing Out, Adequate Funding for New York’s Schools: A
Community Conversation on What Our Students Really Need to Succeed, Background Book,
Spring 2003, available at http:/finance.tc-library.org/Content.asp?abstract=true&uid=662.
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finalize a foundation formula plan (the Adequate Foundation for All Plan) for
implementing the findings of the New York Adequacy Study (See Sound Basic

Education Task Force, Ensuring Educational Opportunity for All, Part I, Adequate

Education for All: Reforming New York State’s System for Providing Operating Aid to

Local School Districts , May 11, 2004).

. The Adequate Foundation for All Plan proposed replacing 39 of the state’s then current
school aid categories into a single foundation allocation. A Sound Basic Education
foundation amount for each school district would be calculated by multiplying (a) a
statewide average foundation amount per pupil by (b) a needs index reflecting each
district’s incidence of poverty, disability levels, and English language learners, and a
small school size factor; and (c) a geographic cost of education index, with both of these
indices derived from the results of the New York Adequacy Study. The responsibility for
financing each district's Sound Basic Education foundation amount would then be
divided between the local districts and the state government on the basis of each local
district's relative "ability to pay" as measured by poverty-weighted property and income
wealth ratios.

When the state did not meet the courts’ July 30, 2014, deadline for ascertain the actual
cost of providing a sound basic education, designing a plan for funding such a plan, and
implementing a system of accountability that will ensure that the reforms actually provide
the opportunity for a sound basic education., the trial court judge in the case appointed a
panel of three referees to develop a remedy. During October and November 2004, 1

prepared two affidavits in response to questions from this panel regarding regional cost
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indices, the state government’s “cost effectiveness” filter and the weightings for poverty
and other special needs that were implicit in the AIR/MAP costing out study.

10. Beginning in late 2004, [ worked with CFE and its legislative drafting consultant to develop a
bill that would effectively implement the findings of the AIR/MAP report and the
recommendations of CFE’s Sound Basic Education Task Force. The result of this effort was
CFE’s proposed Schools for New York’s Future Act which was released in March 2005

http://216.92.199.229/press releases/cle releases schools for new vorks future act.php

and which was subsequently introduced in the State Assembly by the Chair of the Assembly
Education Committee.
11. During 2005 and 2006, we assisted CFE and AQE with a variety of analyses of the
impact of the Schools for New York’s Future Act and related issues. For example, in
May 2006, AQE completed a report, New York State’s Dual Crisis: Low Graduation

Rates and Rising School Taxes, based on data, tables and charts prepared by FPI*

B. Spitzer Transition Process

12. Following the November 2006 gubernatorial election, Governor-Elect Eliot Spitzer’s
transition convened a technical working group to assist in the development of a formula
for funding a sound basic education for all New York students. Together with FPI senior
economist Trudi Renwick, I represented CFE and AQE at the meetings of this group.

13. It was clear from the beginning of the technical working group’s meetings that the

incoming Spitzer Administration was committed to a significant reform of the school

2 http://www.fiscalpolicy.org/Property TaxesandGraduationReport%20final.pdf
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14.

15.

16.

funding system based on a foundation formula approach that would give significant
weight to pupil needs and districts’ relative “ability to pay.”

Underscoring this commitment to funding a sound basic education through a foundation
formula approach was the collection of background materials that was given to each
working group participant in a loose-leaf notebook, a copy of which is being submitted
with this report. Particularly noteworthy were the “Memorandum of Law on behalf of
Amicus Curiae, NYS Board of Regents,” from the CFE case (which was included as Tab
3) and a paper on “Estimating the Additional Cost of Providing an Adequate Education”
(which was included as Tab 7).

In addition to the fact that the background materials distributed to the working group
members consisted primarily of materials from the Regents and the State Education
Department that were supportive of a needs-sensitive foundation approach, all the
meetings of the working group were held in conference rooms in the State Education
Building; and all the meetings were attended by both school finance specialists and
lawyers from the State Education Department.

The technical working group met frequently during November and December. The
group’s discussions focused on such matters as the student need weightings to be used for
the calculation of each district’s SBE foundation amount, and the approach to be used for
dividing responsibility for funding that foundation amount between the state government
and the local school districts. In other words, the discussions were about the details of
designing a foundation formula plan that would be effective in providing all the state’s

children with the opportunity for a sound basic education; not about whether or not New
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17.

18.

York State should fund a sound basic education or whether or not it should switch to a
foundation formula for the distribution of state aid to education.

In January, the detailed work involved in finalizing the Spitzer Administration’s proposal
went on in and among the Division of the Budget, the State Education Department and

the incoming Governor and his staft.

C. Enactment of Foundation Aid Formula
On January 31, 2007, in conjunction with the release of his 2007-2008 Executive Budget,
Governor Spitzer officially presented the details of his “foundation formula” proposal in
his proposed “Education, Labor And Family Assistance” Article VII bill
(S.2107/A.4307). In the “bill memo” for this Article VII bill, a copy of which is being
submitted with this report, Governor Spitzer Governor Spitzer indicated that “This bill
enacts numerous changes to the State Education Law to ensure sound, basic pre-K
through secondary educational preparation for college or employment” and that “It
implements the Court of Appeals’ Campaign for Fiscal Equity decision, and furthers
compliance with the mandates of federal education law, including the ‘No Child Left
Behind Act.”” In this bill memo, Governor Spitzer also described the proposed
foundation formula approach as follows: “This bill would amend Education Law to
establish Foundation Aid which will replace 30 aid formulas. Education Law would be
amended to specify the factors necessary to calculate Foundation Aid for school districts
including the following:

a. “Foundation Amount: This bill would specify a standard local education cost

based upon actual costs in successful schools, adjusted for geographic cost
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differences and educational need factors including students at risk due to poverty,
limited English proficiency, and special education needs;

b. “Expected Local Contribution: This bill would establish an expected—but not
mandated—Ilocal contribution, adjusted to reflect district income wealth;

c. “Phase-in Factor: This formula would be phased in over 4 years, starting in the
2007-08 school year with the incremental phase-in amount each year specified in
the law;

d. “Student Count: This bill would define the student count used to allocate funds
based upon enrollment, rather than attendance;

e. “Minimum Increase: This bill would ensure that all school districts receive a
Foundation Aid increase of at least 3 percent;

f. “Foundation Aid conforming changes: This bill would address a large number of
conforming changes to reflect the new Foundation Aid, and update section
references related thereto.”

19. The legislation as proposed by Governor Spitzer replaced over 30 separate aid formulas
with a single foundation aid formula that would provide a clear predictable distribution of
state school aid each year. Each district’s “foundation amount” (i.e., the resources
needed by that districts) would be determined on the basis of (a) a statistical analysis of
the average costs of education in successful school districts, (b) adjustments for regional
geographic cost differences and (c) adjustments for each district’s specific educational
needs including students at risk due to poverty, limited English proficiency, and special
education needs. The amount of foundation aid that a district would receive from the

state would be equal to the district’s “foundation amount” (i.e., its revenue requirement
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based on student needs and regional costs) minus an expected local contribution based on
the application of a standard, statewide tax rate that would be ratcheted up or down based
on the average income of the district’s residents.

20. Governor Spitzer proposed to have the new foundation formula phased in over a 4-year
period. In 2007-2008, each district would receive its 2006-2007 base amount” plus 20
percent of its projected increase under the new foundation formula when it was fully
implemented. In 2008-2009, each district would receive its 2006-2007 base amount plus
42.5 percent of its projected increase. In 2009-2010, each district would receive its 2006-
2007 base amount plus 70 percent of its projected increase. And, in 2010-2011, each
district would receive its full allocation under the new program. The Executive Budget
projected that the incremental cost of the new foundation aid program would be $982
million in 2007-2008, and $4.8 billion in 2010-2011 (compared to the 2006-2007
foundation aid base).

21. In enacting the foundation formula, the Legislature did not make any changes in the
weightings used to calculate each district’s “foundation amount” (i.e., each district’s
revenue requirement). It did, however, increase the amount of foundation aid to be
provided by the state to some districts by adding an alternative method (i.e., a “state
sharing ratio” method) for dividing responsibility between the state government and the
local districts for the funding of the districts” foundation amounts. Thus, in the plan as
enacted, each district’s foundation aid is determined by whichever of the two methods

provides it with more state aid. The increased state aid driven by the addition of the

3 The foundation aid base amount is equal to the amount of aid that a district received during the 2006-2007 school
year under the 30 different individual aid programs that were being replaced by the new foundation aid.
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alternative “state sharing ratio” method went almost entirely to average need and low

need districts.

CONCLUSIONS AND OPINION

The Foundation Formula legislation enacted in 2007 by Chapter 57 of the Laws of 2007 and
codified as N.Y. EDUC. LAW § 3602, made it clear that the Governor and the Legislature both

(a) Intended to fund an opportunity for a sound basic education for all children in the state
including children in high need districts such as the Maisto et al. v State of New York
plaintiffs’ districts; and

(b) Had enacted into law a plan that was capable of achieving that objective by determining
the resources needed by each school district to achieve that objective; by dividing
responsibility for providing those resources between the state government and the local
school districts; and by putting into place an accountability system for ensuring the
effective use of those resources..

Under the adopted plan, each school district’s resource needs are to be determined on the basis of
a statistical analysis of the costs of education in the lowest spending half of the successful school
districts in the state together with adjustments for geographic cost differences and adjustments
for educational need factors including the numbers of students at risk due to poverty, with

limited English proficiency, and with special education needs.

The adopted plan also provides a methodology for taking each district’s “ability to pay” into
consideration in dividing responsibility for providing those resources between the state and each
local district. And, from an overall budget perspective, Governor Spitzer proposed a multi-year
financial plan which allowed for the full implementation of this initiative over a four year period.

In the implementation of the reform plan that was adopted in 2007, the State Education
Department has completed periodic updates of its successful schools study. The results of those
successful schools studies, along with the regional cost indices, the pupil needs weightings, and
the inflation adjustments specified in the Education Law, have been used annually to determine
the level of resources (i.e., the overall “foundation amount”) necessary to ensure that the public
elementary and secondary school children in each public school district in the state, including the
students in the Maisto et al. v State of New York plaintiffs’ districts, have an opportunity for a
sound basic education.

In addition, Educ. Law Section 3602.4 has continued to operate in a way that calculates the state
share of each district’s “foundation amount” through two methods, with each district being
entitled to the level of state “foundation aid” determined by the method that produces the most
favorable result for the particular district.
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In the original 2007 enactments, the full funding of each district’s state share (i.e., it state
foundation aid entitlement) was to be phased in over a four year period with full implementation
being achieved in the 2010-11 school year and annually thereafter. The first two years of the
implementation schedule were accomplished with minor modifications in the second year but in
2009, 2010 and 2011, the Governor and the Legislature enacted legislation freezing the level of
state foundation aid at its2008-09 levels for three consecutive school years (2009-10, 2010-11
and 2011-12), and in 2012, 2013 and 2014, the Governor and the Legislature enacted legislation
providing only minimal increases in foundation aid for three additional school years (2012-13,
2013-14 and 2014-15). In addition, beginning in 2010-11, the Governor and the Legislature
have enacted five consecutive years of budget cuts (called “Gap Elimination Adjustments” or
GEAs) that come either entirely or primarily out of the resources that would otherwise be
provided in the form of state foundation aid for the purpose of ensuring the opportunity for a
sound basic education.

The overall result is that the state government has in place a statutory framework for complying
with the constitutional requirements identified by the court decision in Campaign for Fiscal
Equity v. State of New York, 8 N.Y. 3d 14, but it is not complying with those statutory
provisions. Moreover, the state has not established a reasonable schedule for achieving
compliance with those provisions; nor has it attempted to provide an alternative approach to
achieving those constitutional requirements.

I hereby affirm that the foregoing report is true and accurate to the best of my knowledge.

Enels \0}, M opa—

Frank J. Mauro

Sworn to and subscribed before me on this
/27%day of November 2014

p,

Notary Public {
CASSANDRA A. BRADY
Notary Public, State of New York
No. 01BR6259502
Qualified in Schenectady County /é 331190.1 11/11/2014
Commission Expires April 30, 20__
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4. How do you calculate the cost of an adequate education?

A

Three methods are commonly referred to in the research literature and are briefly
described in:

New York State Bducation Department (2006).
Estimating the Additional Cost of Providing an
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2007-08 State Aid Proposal. ......ccovceiniiiiviciiniini e, Tab 8.

5. How do you measure spending for an adéquate education versus spending for a
state-of-the-art education?

A

The Regents assessed spending in successful school districts and determined that
the higher spending districts (i.e., the top half) were spending more than that
required to provide an adequate education. Estimates for what was needed for
adequacy were therefore based on the spending of the lower half of the
distribution of spending of successful school districts. This adequacy filter is
described in the technical supplement of the Regents 2007-08 State Aid proposal

(forthcoming).
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6. How do you adjust aid for regional cost differences?

A The Regents adjust aid for regional cost differences by multiplying the
Foundation Amount by a Regional Cost Index. The Regents Regional Cost Index
" is based on actual salaries of 59 professions that, like teaching, typically require a
bachelor’s degree for employment at the entry level. Teachers are specifically
excluded from the mix to ensure that the index measures labor market costs and
not the tastes or control of school districts. o
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7. How do you determine how much of the foundation program should be paid by the
State and how much by local school districts?

A

The Regents proposal recommends the State assess an expected local contribution
for each school district. The difference between the Foundation Amount
(adjusted for regional cost differences and student need) and the expected local
contribution is State Foundation Aid. The Regents recommend a level of local
effort that is approximately 80 percent of the State average local effort for
education. For 2007-08 this amount would be $13 per $1,000 of Actual Value.
This standard tax rate would be adjusted for the income of the district, so that
districts with less than the median income per pupil would be expected to
contribute less and districts with more would be expected to contribute more. The
Regents do not recommend mandating the local share because of the difficulty of
enforcing such a mandate. If districts have poor student performance and exert a
poor local effort, the State Education Department’s accountability system would
intervene with increasing levels of State oversight.

Materials

New York State Education Department. Assessfng
an Adequate Education. Regents Proposal on State
Aid to School Districts for 2007-08. Approved by
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the Regents October 2006. Published December

New York State Education Department (2004).

- Estimating the Additional Cost of Providing an

Adequate EQUCAIION ........cocoecerieiieicneeet et Tab 7.

8. How much should the State weight pupil need in a Foundation Formula?

A

The Regents recommend that the State weight pupil need from 1.0 to 2.0 based on
the contribution of needy pupils in the district. Needy pupils are considered those
pupils from poverty backgrounds and from geographically sparse areas of the
State included in the existing Extraordinary Needs percent. Limited English
proficient students are excluded because they are funded separately from the

Foundation Formula, ‘

Materials

New York State Education Department (2003). An

Exploratory Study of the Relationships Among
Student Need, Expenditures and Academic

PerfOrmManCe. ... iieerririereeeieer et e Tab 5.

New York State Education Department (2004).
Estimating the Additional Cost of Providing an
Adequate EQUCALION. ........ccciviveciiiricinniiriorincincinencieee e snnc e Tab 7.

9. What aid programs should be consolidated in the Foundation Formula and what
should not be?

A

The Regents recommend that 31 aids that provide support for general education
instruction be consolidated into a new Foundation Formula. The following aid

programs shouid be maintained separately:

Special Education

Building and Building Incentive

Transportation

BOCES/Special Services

Universal Pre-kindergarten

Instructional Materials

Limited English Proficiency Aid/ Bilingual Education Grants
Full-Day Kindergarten Conversion Aid



O

= Other miscellaneous aids and grants not serving as general purpose aid to all
school districts '

New York State Education Department. Assessing
an Adequate Education. Regents Proposal on State
Aid to School Districts for 2007-08. Approved by
the Regents October 2006. Published December

10. How should special education be funded?
a. Funding for pupils with disabilities should be continued as a separate aid.

b. Reimbursement for these extraordinary costs should be articulated with the

foundation grant calculations, and should reflect the additional cost to district of
providing special services to these pupils.

Materials

New York State Education Deparitment. Options
for Special Education Funding. Presented to the
Regents Subcommittee on State Aid, May 2005, .....coovivinnennnn. Tab 11,

11. How should early childhood education be strengthened?

a. Funding should support the Regents policy of support for mandatory full-day

kindergarten programs.

Materials

New York State Education Department. Full-day
Kindergarten Conceptual Legisiative Proposal.
Presented to the Regents Subcommittee on State
Aid, January 2006. ...cooereveieenereeecrene et Tab 12.

b. Funding should support universal access to prekindergarten programs.

Materials

New York State Education Departmment. Overview
of Fiscal Structure for Statewide Pre-kindergarten.
Presented to the Regents Subcommittee on State
Add, JUNE 2006, c.vviiierieieeer e erer e b e creeens Tab 13.
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- Regents State Aid Proposal:
J Key Questions And Responsive Materials

1. What is the Regents State Aid Proposal?

Materials

Summary of Regents State Aid Proposal.........cccevueinirenninennns Attachment 1.

New York State Education Department. Assessing
an Adequate Education. Regents Proposal on Siate
Aid to School Districts for 2007-08. Approved by

the Regents October 2006. Published December :
.Attachment 2.

2006....cueeieeererererrrerernscrsierescssnes s sr s s rsesesens e _
New York State  BEducation Department.
Memorandum of Law on Behalf of Amicus Curiae,
New York State Board 0f REGENLS ........ovuviverenireereisssssacseanncas Attachment 3.
2. What is adequacy?
A Adequacy refers to the per-pupil resource amount sufficient to achieve some

specified performance objective such as state learning standards.

J Materials

New York State Education Department (1999).
Introduction to the Concept of Adequacy. FPaper

prepared for the Board of Regents.......overivnnnieninicncnenns Attachment 4.
New York State Education Department (2003). 4n
Exploratory Study of the Relationships Among
Student Need, Expenditures and Academic
POIfOFIAACE. c...ocovririiireriinrieiirssts et Attachment 5.
- 3. What is a Foundation Formula?
A: A Foundation Formula guarantees school districts a minimum level of educaﬁon

and is widely used by states to provide an amount determined adequate to meet
state learning standards. Foundation Formulas identify the adequate amount
needed to meet learning standards and assess the amount of revenue a district can
raise at a tax rate that the state decides is fair. The difference between the

Foundation Amount and the local share is state aid.

Materials
3 '~ W. Duncombe and J. Yinger (1998) “School |
J Finance Reform: Aid Formulas and Equity



Objectives” National Tax Journal, June, pp. 239-
U S U TONUPIPPOT: Attachment 6.

4. How do you calculate the cost of an adequate education?

‘A:

Three methods are commonly referred to in the research literature and are briefly
described in:

New York State Education Department (2006).
Estimating the Additional Cost of Providing an
Adequate EQUCAEION. .....ocueeeeeereniinieecsiisissncsesnesinsniss Attachment 7.

The Regents proposal calculates the cost of an adequate education using the
successful school district study. The Regents methodology is described in:

New York State Education Department (July 2006).
The Regents Foundation Formula: Determining the
Proposed Foundation Amount. Materials to the’
Board of Regents on the Development of Regents
2007-08 State Aid Proposal. .....ccccovveiirsenneinniniecnenecnisinns Attachment 8.

5. How do you measure spending for an adequate education versus -spending for a
state-of-the-art education? :

The Regents assessed spending in successful school districts and determined that

A:
the higher spending districts (i.e., the top half) were spending more than that
required to provide an adequate educatlon Estimates for what was needed for
adequacy were therefore based on the spending of the lower half of the
distribution of spending of successful school districts. This adequacy filter is
described in the technical supplement of the Regents 2007-08 State Aid proposal
(forthcoming).

Materials

New York State Education Department (2006).
Estimating the Additional Cost of Providing an
Adequate EQUCALION. ccovvierenreaeireeeieereeeesssiressneessaessniasssnssanens Attachment 7.

New York State Educat1on Department. Assessing
an Adequate Education. Regents Proposal on State
Aid to School Districts for 2007-08. Approved by

the Regents October 2006. Published December
D006 e eeeeeeeeeeee e esteeabessasrsesrrasen s ee e e aanaaaesa s s ra e e e s s s anes Attachment 9.

6. How do you adjust aid for regional cost differences?

Al

The Regents adjust aid for regional cost differences by multlplymg the
Foundation Amount by a Regional Cost Index. The Regents Regional Cost Index



C

J

is based on actual salaries of 59 professions that, like teaching, typicaliy require a
bachelor’s degree for employment at the entry level. Teachers are specifically
excluded from the mix to ensure that the index measures labor market costs and

not the tastes or control of school districts.

Materials

New York State Education Department (2006).
Estimating the Additional Cost of Providing an
Adequate EQUCALION. .......ueeveervvirencsninciniisnrssissssasssasienenss Attachment 7.

New York State Education Department (December
2003). Recognizing High Cost Factors in the

' Financing of Public Education: The Calculation of

A Regional Cost INAEX. ..ccvermeumreesimmmmsmissssestississiiasecsscsns Attachment 10.

New York State Education Department (June 2006).
Updating the Regents Regional Cost Index.
Materials to the Board of Regents on the
Development of Regents 2007-08 State Aid

Proposal.....ceiiinencnisassne i s R Attachment 11.

7. How do you determine how much of the foundation program should be paid by the
State and how much by local school districts?

A:

The Regents proposal recommends the State assess an expected local contribution
for each school district. The difference between the Foundation Amount
(adjusted for regional cost differences and student need) and the expected local-
contribution is State Foundation Aid. The Regents recommend a level of local
effort that is approximately 80 percent of the State average local effort for
education. For 2007-08 this amount would be $13 per $1,000 of Actual Value.
This standard tax rate would be adjusted for the income of the district, so that
districts with less than the median income per pupil would be expected to
contribute less and districts with more would be expected to contribute more. The
Regents do not recommend mandating the local share because of the difficulty of
enforcing such a mandate. If districts have poor student performance and exert a
poor local effort, the State Education Department’s accountability system would

intervene with increasing levels of State oversight.

Materials

New York State Education Department. Assessing
an Adequate Education. Regents Proposal on State
Aid to School Districts for 2007-08. Approved by

the Regents October 2006. Published December
D006, eeeeenrreeeeeaerererereeseasnseereneneesassross s arrr s se s nbas s sannts reeernnne Attachment 2.
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New York State Education Department (2004).
Estimating the Additional Cost of Providing an

Adequate EQUCALION «.....ovvueerneirienerirreicres e nnesinins Aftachment 7.

8. How much should the State weight pupil need in a Foundation Formula?

A

The Regents recommend that the State weight pupil need from 1.0 to 2.0 based on
the contribution of needy pupils in the district. Needy pupils are considered those
pupils from poverty backgrounds and from geographically sparse areas -of the
State included in the existing Extraordinary Needs percent. Limited English
proficient students are excluded because they are funded separately from the

Foundation Formula.

Materials

New York State Education Department (2003). 4n -
Exploratory Study of the Relationships Among
Student Need, Expenditures and Academic

PErfOFIAHCE. c..crvriririnsrinrinesensnsssssess st s e Attachment 5.
New York State Education Department (2004).
Estimating the Additional Cost of Providing an

Adequate EQUCALION. .....evveereeriiicnens etreereees e s saaeeans Attachment 7.

9. What aid programs should be consolidated in the Foundation Formula and what
should not be?

A

The Regents recommend that 31 aids that provide support for general education
instruction be consolidated into a new Foundation Formula. The following aid

programs should be maintained separately:

Special Education

Building and Building Incentive
Transportation
BOCES/Special Services
Universal Pre-kindergarten

Instructional Materials
Limited English Proficiency Aid/ Bilingual Education Grants

Full-Day Kindergarten Conversion Aid
Other miscellaneous aids and grants not serving as general purpose aid to all

school districts



_ : New York State Education Department. Assessing
b) an Adequate Education. Regents Proposal on State
' Aid to School Districts for 2007-08. - Approved by

the Regents October 2006, Published December
2006 e ieeeerreerree e st se s e e s et a e s s b e bbb n e nan Attachment 2,

10. How should special education be funded?
a. Funding for pupils with disabilities should be continued as a separate aid.

b. Reimbursement for these extraordinary costs should be articulated with the
foundation grant calculations, and should reflect the additional cost to dlstnct of

providing special services to these pupils.

Materials

New York State Education Department. Options
for Special Education Funding. Presented to the
Regents Subcommittee on State Aid, May 2005. ............... Attachment 12.

11. How should early childhood education be strengthened? -

a. Funding should support the Regents policy of support for mandatory full-day
kindergarten programs.

J Materials

New York State Education Department. Full-day

Kindergarten Conceptual Legislative Proposal.

Presented to the Regents Subcommittee on State _

_Aid, January 2006. ........... e s e Attachment 13.

b. Funding should support universal access to prekindergarten programs.

Materials

'New York State Education Department. Overview
of Fiscal Structure for Statewide Pre-kindergarten.

Presented to the Regents Subcommittee on State
Aid, June 20086. ......ccoveeeiecrrrieiercsiri s Attachment 14.
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Highlighté of the Regents 2007-08 State Aid Proposal

The Regents Proposal

Requests the resources and funding system needed to provide adequate resources through a State and
local partnership so that all students have the opportunity to achieve State learing standards.
Focuses increases in aid to those districts with the lowest fiscal capacity and the greatest

~ concentration of pupils in need of extra help.

Foundation Aid

Provides a more transparent approach to apportioning unrestricted State Aid among school districts.
Consolidates approximately 30 existing formulas and grant programs.

Is based on the cost of providing general education services in successful school districts throughout
New York State.

Reflects differences in school district pupil needs and regional costs.

Provides predictability for all districts through a 2% due minimum.

District Foundation Aid per Pupil = [F oundatlon Cost X Pupll Need Index X Regional Cost Index]
Expected Local Contribution.

The Foundation Cost is the cost of providing general education services, measured by determining
instructional costs of districts that are performing well. Updated for the 2007-08 proposal.
The Pupil Needs Index recognizes the added costs of pr0v1dmg extra time and extra help for students -

to succeed.
The Regional Cost Index recognizes regional variations in purchasing power around the State, based

on wages of non-school professionals. Updated for the 2007-08 proposal.
The Expected Local Contribution is an amount districts are expected to spend as their fair share of the

total cost of general education. Updated for the 2007-08 proposal.

Keep Funding for Specific Purposes Separate from Foundation Aid

Lmnted English Proficiency Aid/ Bilingual Education Grants
Universal Pre-kindergarten

Special Education

BOCES/Special Services

Instructional Materials

Building and Building Incentive

Transportation
Other miscellaneous aids and grants not serving as general purpose aid to all school districts



_.Strengthen Early Childhood Education

Consolidate funding for pre-k and phase in universal access to pre-k for all four year olds over four

years. Provide an increase of $108 million in 2007-08.
Provide planning grants of $2.8 million in 2007-08 to phase in full-day kmdergarten programs in ail

school districts over three years beginning in 2008-09.

Improve Support for Pupils with Disabilities

Provide Public Excess Cost Aid on based on the foundation cost and costs in successful schools to
make it more responsive to actual costs and to articulate. it with Foundation Aid. -

Provide Public Excess Cost Aid save-harmless on a per pupil basis
Level up aid for high cost students with disabilities to better correspond with Private Excess Cost Aid.

Other Proposals

-

Give the Large Four city school districts authority to contract with BOCES for services including
career education and technology services and enrich aid to the New York City school district for
similar services.

Consolidate Textbook Aid and Software Aid into a new Instructional Materials Aid and include as an
allowable expense kits and other hands on manipulatives useful in instruction in mathematics and
science and kindergarten. _

Increase Library Materials Aid from $6 to $10 per pupil to enable school libraries in high-need
communities to provide a comparable level of collections to their students as those in successful

school districts.
Simplify the calculation of the cost allowance for Building Aid for school construction.
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Attachment A

4 ) Regents Proposal on State Aid to School Districts
.— For School Year 2007-08

CONCEPTUAL PROPOSAL

'he Regents State Aid proposal for 2007-08 will request the resources and funding system needed to
yrovide adequate resources through a State and local partnership so that all students have the opportunity
o achieve State learning standards. This is the fourth year the Regents have refined and advanced a multi-
rear proposal recommending transition to a foundation program based on the costs of successful

sducational programs.

Statement of Need

This proposal pursues two Regents goals: to close the gap between actual and desired student
achievement; and to ensure that public education resources are adequate and used by school dlstncts

affectively and efficiently.

The Regents Annual Report to the Legislature and Governor on the Educational Status of the State’s
Schools (Chapter 655 Report) cites numerous examples of improvement in student achievement since 1996
J % the Regents began to raise standards for all grade levels and imposed graduation reqwrement':
' (1]

aligned with the new standards. For example, the report notes
= More eighth-graders are demonstrating that they have achieved the standards in mathematics.

» The percentage of Black and Hispanic fourth-graders demonstratlng profnmency increased by aboul
20 percentage points in both mathematics and English.

» The percentage of graduates earning Regents diplomas increased from 42 to 57 percent.

= Even in large urban districts that serve the largest percentages of poor and minority students, more
students are earning Regents diplomas.

= Between 1996-97 and 2003-04, the number of students scoring 55 or higher on the Regents Englist
exam increased from 113,000 to 171,000.

While there have been many positive changes in the last 17 years since the Regents have reported on the
educational progress of the State’s schools, one disturbing aspect of the report has remained the same.
The report continues to document a pattern of high student need, limited resources, and poor performance
in many districts. Generally, these districts can be described as having high student needs relative to theil
capacity to raise revenues. These high-need districts include the Big 5, 46 smaller districts with many of the
' 1racter|st|cs of the Big 5, and 157 rural districts. Large gaps in performance exist between these high:

districts and Iow—need districts, those which both serve children from more affluent families and have

g rerous local resources to draw on.



"he results of the 2004 middle-level mathematics assessment illustrate these performance gaps between

ligh- and low-need districts. There were significant improvements in total public school results and in
lts for each Need/Resource Capacity Category of school districts and for each racial/ethnic gror )
ertheless, the performance gap between low- and high-need districts, such as New York City, remains.

= While the percentage of New York City students who are proficient in middle-level mathematics
increased to 42 percent, almost twice as many students in low-need districts were proficient.

Ne can relate this contrast to the resources available to schools in each group:

» Let's look first at the proportion of middle-level mathematics teachers who are not appropriately
certified: 18 percent in New York City compared with 3 percent in the high-performing low-need

distri(_:ts.

= [n addition to having fewer qualified teachers than students in low-need districts, students in New
York City attended school fewer days on average during the year: 161 compared with 172 days.

3ut the differences between New York City and the low-need districts do not stop there. The average
axpenditure per pupil in New York City was over $2,000 less than that in low-need districts.

= $12,896 per pupil in New York City compared with $15,076 on average in low-need districts in 2002-
03.

» The median teacher salary in New York City was $54,476 compared with $66,638 in low-need

T,

districts.
® O

Similar relationships among performance, resources, and student need can be seen in comparisons
between the performance of White students and that of Black and Hispanic students. White students were
about twice as likely as Black or Hispanic students to be proficient in middle-level mathematics.

= 71 percent of White students met the middle-level mathematics standards.

= 33 percent of Black students and 37 percent of Hispanic students met those standards.

The majority of Black and Hispanic students attend h|gh minority schools; the majority of White students
attend low-minarity schools. One reason that students in low-minority schools are more successful is that

they spend more time in school.
In addition, high-minority schooisr had a:
= Higher teacher turnover rate (26 vs. 15 percent); and
» | ess experienced teachers (10 years vs. 12 years).
The significance of these gaps in performance and resources between high- and low-minority schools is
heightened by the fact that, while overall public school enrollment decreased by nearly 3,000 students

between Fall 1998 and Fall 2003, enroliment in high-minority schools increased by 47,000 students.

Figure 1 shows that the State Aid increase school districts have experienced has had a relatively small



mpact on the share of total State Aid that each district category receives. Despite increases to many high
'1epd school districts, the relative share of education revenues received by groups of high-need city schoo
h Jets has increased by approximately one to three percentage points over the past nine years. The
tive share declined for high-need rural school districts (almost one percentage point), average neec
school districts (approximately four percentage points), and for low-need school districts (about half

yercentage point).

Figure 1. Share of Computerized Aids as Enacted

=5 ] 1 = ;,!‘?L. Fob :
New York | Big 4 City |Urban/Sub [Rural High | Average {Low Need
1997-98 | 35.13% | 531% 8.89% 1060% | 3280% | BB7%
E2006-07 | 38.35% 6.76% 10.39% | 962% | 2B72% B.16%

9

=our principles guide this Regents proposal.

Adequacy—Effective distribution across all districts will ensure adequate resources for acceptable studen
achievement.

| Equity— The funding system must be fair for students and taxpayers. State resources should be allocated
on the basis of fiscal capacity, cost and student needs. The emphasis is placed on providing a set of inputs

to educate students.

Accountability—The education system will measure outcomes and use those measures to ensure tha
financial resources are used effectively. As part of the Regents goal that education resources will be usec
or maintained in the public interest, the Regents employ a two-prong strategy. The Department will give
greater flexibility to districts with acceptable student achievement and will work closely with districts not ye
meeting State standards to ensure the most efficient and effective use of resources.

Balance—The State should balance stability in funding and targeting aid to close student achievemen
gaps. It should drive aid based on current needs, and use hold-harmless provisions that provide stability.

) Enact a Foundation Prografn

The proposed Foundation Aid would consolidate approximately 30 existing aid programs and adjust the



;onsolidated aid for regional cost differences and pupil needs. [t would identify an expected local
sontribution for each school district, based on ability to pay. The foundation level is based on the cost of
cating students in successful school districts. An expected local contribution is calculated based, ™
h district’'s actual value per pupil, adjusted by income per pupil. State Aid is calculated as the foundau._
sost less the expected local contribution. The proposal would hold school districts harmless against loss for
he group of aids combined into Foundation Aid and would be phased in over five years.

rhe foundation formula approach has several advantages. It sets aid independent of any decisions by
fistricts on how much to spend. It also provides certainty to districts regarding how much funding they will
eceive. And, most significantly, it explicitly links school funding to the cost of educating children and drives

jollars where they are most needed.

The foundation formula has four components:

« A foundation amount which assessed the cost of an adequate education;
= A regional cost index that measures relative purchasing power of regions around the State;
» A pupil needs index to assess the amount of pupil need in each district; and

= An expected local contribution to represent a fair local share from each district.

Two components of the foundation equation have been updated with more recent data.

The Regional Cost index

in order to adjust for geographic variations in the cost of educational resources, the Regional Cost Index
[] ~

generated following a methodology similar to one developed by Rothstein and Smith for the state
Oregon. This involved the use of a statewide index based on median salaries in professional occupatioh§
that require similar credentials to that of positions in the education field. In particular, these titles
-epresented categories for which employment at the entry level typically requires a bachelor’s degree. The
srevious Regional Cost Index was based on 63 occupational titles. Fifty-nine titles were used for this edition
of the Regional Cost Index. Education-related titles were excluded in order to ensure that this index be
antirely a measure of labor market costs, and not be subject to the tastes or control of districts. Therefore,
we sought to measure genuine labor market costs, not the results of districts’ decisions to hire especially
high quality teachers, or to influence the index value in iater years by choosing to pay more for staff. By
basing the index on the wages earned in the labor market by professionals with similar skills, we have
created a measure of costs in the sector of the labor market in which districts compete for teachers and
staff, in each region of the State. Since personnel salaries and benefits make up the vast majority of costs
faced by school districts, the Regional Cost Index allows for an individual to compare the buying power o
the educational dollar in different labor force regions of the State.



The Foundation Amount

L )Qegents propose a Foundation Aid program, with a foundation amount based on the average per pupil
of general education instruction in successful school districts. Empirical estimates of the cost of an
adequate education typically begin by investigating districts that are already achieving a desired state of
scademic performance; 465 districts were identified in the update of the successful districts study. These
listricts had, on average, 80 percent or more of their students passing seven State examinations, two at the
slementary level and five at the high school level, for three years in a row.

Special Education Funding

The Regents explored options for improving the funding of special education in a series of meetings around
‘he State with educators and the public. Participants considered how funding can best support program
joals of improved student achievement and education of students with disabilities in the least restrictive
anvironment. Three options were discussed that provide special education funding separate from the
‘oundation program and respond to policy concerns voiced at public forums on special education funding.

Current laws provide school districts State Aid to help meet the excess costs of educating students with
Jisabilities—-that is, districts receive Operating Aid for each student including those with disabilities, and, in
addition, Excess Cost Aid for those costs that are above and beyond the costs of a non-disabled student. In
addition, the laws provide: :

"™ That Excess Cost Aid varies with differences in school district wealth and requires a substantial iocal
contribution;

» That Excess Cost Aid is based on the average spending on all students in the district but provide
more aid for higher levels of service to students with disabilities;

= A substantial minimum aid, regardless of wealth;
» Exfra aid for high-cost students and students integrated with their nondisabled peers; and
= Aid for students with disabilities placed in approved nonpublic special education schools.

The proposed approach maintains a separate special education funding stream based on a count of
students with disabilities. It aligns that funding with the Regents proposal for foundation aid for. general
aducation instruction.

The general direction of the proposal is this: Calculate the foundation amount for general education students
'e.g., General Education Foundation Cost x Pupil Needs Index x Regional Cost Index). This would be
jivided into an expected local contribution and State Aid to provide support for general education instruction,
as it was proposed in the 2004-05, 2005-06 and 2006-07 Regents State Aid proposals.

=or Public Excess Cost Aid, that same foundation amount would be muliiplied by a single weighting for all
*'*‘a}sified students with disabilities to determine an expense upon which o base excess cost aid per pupil.
lﬂ, each student with a disability would generate operating aid based on a portion of the general
adUcation foundation amount and, separately, excess cost aid based on a portion of the special education
veighted general education foundation amount. The Excess Cost Aid would be tied to the cost of education



n successful districts by basing it on the foundation amount from our updated successful school district
study. High-cost Aid and Private Excess Cost Aid would be continued separately. The Regents recommend
‘ent-year aid for new high-cost students with disabilities. )

[he following is an example of this proposal in a hypothetical school district. The amounts used are made up
and are intended to illustrate how the formula might work and not its specific details.

Foundation Aid. Calculate the foundation amount for general education students (e.g., $1,000 x Pupil
Needs Index x Regional Cost Index or by example a district with moderate pupil needs and moderate
costs, $1,000 x 1.5 x 1.2 = $1,800/pupil}. Divide this into State Aid and an expected local contribution
to provide State support for general education instruction. For this hypothetical school district,
assume the expected local contribution was $1,000 per pupil and State Aid was $800 per pupil.

Excess Cost Aid. Take the same foundation amount ($1,800/pupil) multiplied by a single weighting
for all classified students with disabilities to determine excess cost expense per pupil. (For example,
$1,800 x 1.1 = $1,980 of excess cost expense per special education pupil.) A State and local share
of this expense can then be calculated. Thus, each student with a disability would generate
Foundation Aid and Excess Cost Aid.

Regional Services for the Big Five City School Districts
This proposal recommends that the existing practice of excluding large city school districts from accessing
ES services be discontinued. It recommends that the large four city school districts (Yonke=
ester, Syracuse and Buffalo) be given the authority to contract with neighboring BOCES for services. _.
critical service areas that are strong in BOCES and weak in the city district.
A program should be established authorizing the Big Four city school districts to participate in BOCES and
ourchase services from BOCES. A corresponding increase in aid should be provided to the New York City

school district to allow it to fund similar programs within the city district without BOCES. Such regional
services can include:

= Arits and cultural programs for students;
» Career and technical programs for students;

= Alternative education for students, including those who are in secure and non-secure detention
centers within the city boundaries;

=  Staff development as part of a district required professional development plan and annuai
professional performance review;

»  Technology services provided through BOCES;
» Regional teacher certification; and

. For the 2007-08 school year, planning and development activities necessary to implement the“'-.;_
programs in the following school year.



Q Funding Early Childhood Education
The Benefits of Quality Early Childhood Education

lhe use of pre-kindergarten as a cornerstone program to building strong statewide early childhood program
s a high priority for the Board of Regents and school districts. [t is a well-researched and effectivi
sducational strategy for closing the achievement gap. Research has shown that children who participate i
juality pre-kindergarten programs have less need for special education and remediation throughot
schooling and earn more and are incarcerated less in adulthood. The investment in pre-kindergarten is :
sost-effective strategy that pays dividends to society and to the children who participate. The New Yor
State Governor and Legislature made the decision to move toward the provision of universal pre

<indergarten education in 1997.

Nhile much of the focus on strengthening early childhood has concerned the education of three- and four
/ear olds, the provision of full-day programs to kindergarten pupils is also a statewide policy concern
=stimates are that approximately 20,000 students are in half-day programs and 14,000 pupils are nc
anrolled in full-day kindergarten. If quality early childhood education is to be successful, its provision mus
sontinue beyond pre-kindergarten, into full-day kindergarten and successfully transition students into qualit

slementary school programs.

The Regents Goal

“"7 Regents recommend that all young children have access to quality early childhood programs from ag
v.)e on and that the Governor and Legislature continue to phase in State support for such programs.

Regents Policy

n January 2006, the Regents adopted a policy on early childhood education. It recommends:

-- Statutory authorization for voluntary, statewide universal pre-kindergarten for three- and four
year olds.

-~ Local education agencies continued collaboration with community-based programs as require:
by current law.

- Combined funding streams for universal pre-kindergarten, targeted pre-kindergarten an
supplemental pre-kindergarten programs.

- A consistent funding stream for universal pre-kindergarten through a foundation State Air
approach similar to the Regents proposal for funding kindergarten through grade 12.

Funding Issues

The Governor and Legislature must ensure that the program is available to all districts and four-year-olds.
")r pre-kindergarten to become an integral part of a pre-kindergarten through grade 12 public schoc
4>, action regarding the funding mechanism is as important as the level of funding. The Regents haw

grappled with two important issues.



“irst, there is a need to streamline and focus funding to make the most of public resources. The program
\as been implemented as an experimental grant program for decades. In 1997, the Governor and
islature added a second grant program known as Universal Pre-kindergarten. in 2006, the Gover, 'M‘)

¥ Legislature added a-third grant program in addition to the first two. Now with three separate grant
yrograms, each with their own funding components and distribution, the Regents recognize that the grant
yrocess, although it has been a successful way to phase in the program, may not be the most effective way

o sustain the program for the future.

3econd, how should the Governor and Legislature phase in quality early childhood education from age three
n? Specifically, the Regents considered whether to phase in this program as a program targeted to at-risk
shildren or to all children. Programs designed to serve all children ensure access. Research shows that
argeted programs do not close the achievement gap as at-risk children cross many socio-economic groups
‘Garcia, 2005). Programs targeted for at-risk students are also more likely fo be frozen, cut or eliminated.
Another disadvantage is that programs targeted for at-risk children often lack the participation of other

>hildren that may be crucial to the educational process.

The advantége of phasing in quality early childhood education for all students regardless of risk status is that
he program will have the support and participation of all. The disadvantage is that programs for ail are
nore costly. Further, Regents discussion of these and other policy issues is planned to occur in the near

‘uture.
Regents Recommendations for 2007-08

The Regents goal is to make funding .available to allow school districts to adopt programs to make pre-
iedergarten programs universally available.. The Regents recommend that funding for early childhorA,
&ation be streamlined into one funding stream and that the distribution of funding be equalized on o
~asis of school district fiscal capacity and the level of student need. Funding for early chilidhood education
should be separate from but aligned with funding for kindergarten through grade 12. Funding for pre-
<indergarten through grade 12 should provide school districts with the resources needed to give all students

the opportunity to meet State learning standards.

Pending further discussion of outstanding policy issues by the Regents, funding should be phased in over
lime to provide Early Childhood Foundation Aid for all three- and four-year olds. In addition, the Regents
recommend that aid for instructional materials be revised to allow aid for those that promote early learning,

as provided for in the following section.

To address the need for full-day kindergarten programs, the Regents recommend planning grants for the
additional classrooms needed. Beginning in 2008-09, the Regents will advance recommendations to phase
in the funding for all kindergarteners to participate in full-day programs over a three-year period.

Provide Flexibility in Aid for Instructional Materials

Although the Governor and Legislature have provided support for instructional materials in the form of
Textbook Aid and Software Aid, changes in education suggest the need for commensurate changes in State

Aid. N

£
Fﬁ, instructional materials are increasingly available electronically so Textbook Aid was recently amended
to allow textbooks in electronic format to be eligible for aid. This change blurs the distinction between



rextbook Aid and Software Aid.

)nd, schools throughout the State are designing science and mathematics curricula to provide an
hiry—centered instructional approach that involves the use of relevant equipment, professional materials,
supplies and science kits or mathematics manipulatives, rather than textbooks. Such experiential learning
1as helped students master State standards and has supported State and national efforts to strengther

student preparation in mathematics and science.

Fextbooks may not be the most appropriate instructional materials for kindergarteners. Instead of textbooks
sarly childhood educators use developmentally appropriate educational games and hands-on manipulatives
hat promote early literacy, numeracy, scientific inquiry, and social learning.

rhe Regents recommend that the Governor and Legislature consolidate Textbook Aid and Software Aid intc
1 new Instructional Materials Aid. The definition of eligible instructional materials should include equipment
naterials, supplies, kits and other manipulatives used in the instruction of K-12 mathematics and science
and for kindergarten only, educationally-based materials such as developmentally appropriate games anc
1ands-on manipulatives that promote early learning.

Increase Library Materials Aid to
Close the Gap in Student Achievement

The Benefils of Strong School Library Collections

J impact of school libraries with strong print collections on raising student performance levels is wel

-esearched. Studies of more than 3,300 schools across the country demonstrate that, while there are many

sharacteristics that define a strong school library, the number of books per student is one very significan
[3]

‘actor.

Additional research has found that access to educational resources outside of school varies considerably by
[4]
socio-economic background and contributes to lasting achievement differences of children. Some o
these studies focused on the access of children to library books and found “dramatic disparities in thre¢
' [5]
sommunities, ranging from high to low income.” The high income community had significantly more
ibrary books for children to interact with.

High performing schools have school libraries with significantly more resources per student than lov
performing schools. The investment in school library materials is a cost-effective strategy for addressing
the persistent pattern of high student need, limited resources, and poor performance in many districts.

New York State School Library Funding Issues

School library collections are funded in part by State school Library Materials Aid which has been $6.00 pe
~*\pil since 1998, despite a 30 percent increase in the cost of the average library book since 1999 to $21.60.
- [6] -

(ﬂenﬂy, school districts in New York State spend on average approximately $13 per pupil on schoo
library materials. However individual district expenditures vary greatly, with high-need districts spending the



east. Successful school districts, identified for the development of the Regents State Aid Foundation
~roposal, which have an average of 80 percent of their students passing seven State tests over three years,
ind on average $17 per pupil for school library materials. Large gaps in performance between high-ne j)'

[7]
and low-need districts are well documented . The result is that students who would most benefit from a
strong school library with adequate collections are the least likely to have access to such resources.

The recent Court of Appeals decision in the Campaign for Fiscal Equity case regarding State funding of
>ublic schools determined adequate school libraries to be part of a “sound, basic education.” The Court
Irged the Governor and Legislature to provide funding for up-to-date school libraries as one important
neans of achieving equitable access to a basic education for students in low-income communities.

lhe Regents have made closing the gap in achievement a priority. The Governor and Legislature must
ansure that youngsters in high-need districts, which are most dependent upon State school Library Materials
A/d, have access to school libraries with adequate collections.

=unding Recommendation

r'he Regents recommend that school Library Materials Aid be increased to enable school libraries in high-
1eed communities to provide a comparable level of collections to their students as those in successful

school districts.

s
he Regents recommend that the Governor and Legislature simplify the maximum cost allowance formula
or State Building Aid. The law sets a reasonable cost ceiling for all capital projects. However, the current
system is an overly complex and inefficient process that, in some cases, forces a district to compromise the
lesired educational goal in order to achieve maximum reimbursement. The Regents propose that the State
salculate a cost allowance based on a certain allotment of space and cost per enrolled pupil, according to

he following formula:

. Enact a Simplified Cost Allowance for State Building'Aid L

Cost Allowance = Projected Pupil Enrollment x Allowed Square Feet
Per Pupil x Allowed Cost per Square Foot x Regional Cost Factor

'he current New York State Labor Department Cost Index wouid be used to update allowable costs on a
nonthly basis. Unlike the Regents Regional Cost Index proposed for Foundation Aid, which is fundamentally’
1 professional wage index, the New York State Labor Department cost index is based solely on the wages
f three major occupational titles critical to the building industry. A simplified formula would offer greater
:ducational flexibility, ease of understanding and transparency. .

Strengthen Accountability for the Use of Funds

7

&e 1996 when the learning standards were implemented, the number of high school graduates hask
icreased by more than 16,000 students. During that time, school expenditures have increased by more



‘han 60 percent. How do we know if resources are well spent? How can we accelerate the progress that is
yeeurring?

b"New York State Education Department has developed a school accountability system which is a
1ationally recognized model for student performance accountability. Approximately 70 percent of New York
state schools are making adequate yearly progress. The other 30 percent of schools need varying levels of
support and assistance to close the gaps. These low performing schools are the focus of intensive State

>fforts.

As schools have improved or closed, the system has resulted in fewer schools identified for improvement.
I'he progress that has occurred can be accelerated and improved with more State oversight, support for
school-by-school reform and tools that process data and aid and help school districts monitor their financial
sondition.  Attachment B describes the current accountability system and the details for making a good
system an excellent one. Funds to implement the proposals that are described are requested as part of the

Jepartment’s budget request.



Attachment B
. Accountability for Student Success ’)

The Current System

New York State’s public reporting and accountability system establishes a framework that recognizes the
iual responsibility of local districts and the State to ensure that public dollars are spent effectively to provide
all students the opportunity for a sound basic education. New York’s public reporting and accountability
system is comprehensive, rigorous and successful. The system has resulted, for example, in improvements
n English language arts and mathematics achievement since 1999 and in a decline of the number of
axtremely low-performing schools in the State. In 2005-06, 84 percent of New York State schools were in
jood standing under the accountability system. The system responsible for this progress identifies low-
derforming schools and districts and imposes a series of graduated actions at the local level and
nterventions at the State level to improve student achievement. Where results do not improve,

sonsequences follow.

r'he Commissioner determines annually whether every public schoal and district is making Adequate Yearly
“rogress (AYP) in English language arts, mathematics, elementary-middle level science and graduation
ates. When a school fails to make AYP for two consecutive years on the same accountability measure, the
school is identified as a School Requiring Academic Progress (“SRAP”) and, if the school receives Title |,
art A funds, as a School in Need of Improvement (“SINI”). Among other things, these schools must develop
1 two-year school improvement plan that is annually updated. In addition, all schools in improvement status
inder Title 1 are required to offer parents the option to transfer their children to other public schools within
he district. If a school is not identified as requiring academic progress or as in need of improverent butw
to achieve the State standards in English language arts or mathematics, the district must develop

al Assistance Plan for the school.

once the Commissioner identifies schools as needing improvement, a series of increasingly rigorous
sanctions is friggered. In each subsequent year that the school does not make AYP on the accountability
neasure for which it was identified, it advances to the next accountability level. Schools in need of
mprovement that subsequently fail to make AYP in their area(s) of identification must offer eligible students
supplemental educational services. School districts are required to initiate one of several corrective actions
or schools that fail for two years subsequent to identification to make AYP in their area(s) of identification.
rhe Commissioner requires the district to restructure or close schools that have failed to make AYP for four

rears following identification.

'he Commissioner aiso identifies for registration review schools that are farthest from State standards and
nost in need of improvement. Once identified for registration review, the Commissioner assigns the school
erformance targets that it is expected to achieve within a specified time or risk having its registration
evoked. After being placed under registration review, the school is visited by an external team that audits
lanning, resources and programs. The school uses the report of the external team to develop a
:omprehensive education plan, and the district uses this report to develop a corrective action plan.

-ocal school districts, regional school support centers, distinguished educators, and SED staff provide
ichools that are identified for improvement with additional assistance and support. In general, the State
:ducation Department itself focuses its efforts on Schools Under Registration Review ("SURR schools™).
egional school support centers and distinguished educators provide critical support to schools designater

RR and SINI. .

1 addition to individual school accountability, the State Education Department is also responsible for



Jetermining whether each school district achieves AYP. As in the case of schools, school districts that fail tc
nake AYP for two consecutive years are designated as Districts In Need of Improvement (“DINI") and mus
‘b)op district-wide improvement plans. Pursuant to the NCLB, the Commissioner must take corrective

n against a district that receives Title | funds if it fails to make AYP for two years after being designatec

3s needing improvement.

As part of the Department’s process of determining the performance status of schools. and school districts.
he Commissioner began, after the 2003-04 school year, to designate schools and districts that mee
specific criteria as high- performlng Starting with the 2004-05 school year, certain schools and districts were

jeS|gnated as rapidly improving.

Strengthening Accountability

T'he Regents have advanced a budget request to strengthen accountability. Its goals are to accelerate
yrogress in increasing high school completions, eliminate the student achievement gap and ensure thai
‘esources are well spent. The State should:

* Engage schools in efforts to increase graduation rates;
= Hold schools accountable through monitoring, oversight and audits

Improve tools for school oversight; and
Prevent fraud, waste and abuse of school resources:

3

Increase Graduation Rates

Increase student performance growth with academic intervention teams and distinguished
educators ($13 million, first year; $39 million full implementation).

The Commissioner will assign an academic intervention team to each school and district in the State
that is identified for corrective action. The purpose of the intervention teams is to build capacity of
local educational agencies to successfully undertake corrective actions that result in improved
student achievement consistent with State standards. Teams made up of administrators and content
experts will provide targeted technical assistance in at-risk schools.

Hold Schools Accountable

Provide program staff to meet monitoring requirements for federal and State funding and to
drive improvement ($3.1 million).

In May 2006, Education Secretary Spellings issued a policy lefter expressing concern that state
education agencies are not sufficiently monitoring schools to ensure compliance with Supplemental
Education Services (SES) and School Choice requirements of the No Child Left Behind Act. This
policy letter followed federal audit exceptions concerning Title | funds. The federal government
‘expects states to significantly increase their monitoring of schools to ensure both fiscal and program
compliance. In order to meet new federal program monitoring expectations and ensure the flow of
) federal education funds, the SED will need to increase staff to conduct on-site program and fiscal
J monitoring of schools each year. This in turn will leverage State funding in support of school
improvement. '




Improving Tools for School Oversight

Develop an Early Warning System to prevent fiscal stress ($300,000 first year; $2.7 million n]
implementation).

An Early Warning System will help the public to know their school’s financial status, will help school
boards engage in long-range financial planning and will allow State Education Department staff to
anticipate and help prevent school district fiscal stress.

Develop a State Aid Management System to streamline school funding ($5 million, first year;
$15 million full implementation).

The development of a unified State Aid Management System will address shortcomings of the

~ current system by providing: a single point of access to State Aid data; the means for enabling the
Department to collect information from school districts across the State more effectively; the
capability to analyze districts’ fiscal needs; a streamlined method for distributing funds to school
districts; and modeling capability during the annual State budget process to inform and assist the
Executive and the State Legislature as they address State education funding.

Prevent Fraud, Waste and Abuse

Assist school district officials with implementing internal controls to prevent fraud, waste and
abuse of district resources ($1.0 million). :

Additional staff are requested to provide expert support and monitoring for fiscally stressed school
districts. They will help the State ensure that fiscally stressed school districts implement a plan to

. restore themselves to sound financial condition, that districts maximize revenues they are entitled
and that they use resources in a manner {0 maximize student achievement gains. Staff will also
ensure that school districts have in place procedures that comply with laws concerning the fiscal
oversight of school districts.

Provide audit staff to help ensure resources are used effectively and that data are accurate and
reliable ($2.6 million).

The Department will use a risk-based system to focus additional audits on districts with indicators of
poor student performance and fiscal stress, or those where concerns have been expressed. Such
audits will complement audits conducted by the Office of the State Comptroller of school districts,
BOCES and charter schools. In addition, some of the audit resources will be devoted to conducting
random audits of school districts that have no known problems or issues. Audits will assess the
adequacy of the school district's management and focus on seven key areas: governance and
planning, accounting and reporting, revenue and cash management, purchasing and expenditures,
facilities and equipment, student services, and student-related data.

Resources requested to sfrengthen school accountability will be presented in the State Education
Jepartment’s budget request, rather than in the Regents State Aid proposal. Requested resources are $25
nillion in 2007-08, $25.6 million in 2008-09, $26.2 million in 2009-10. Over these three years, a total of
576.8 million will provide the tools and oversnght to substantially strengthen school accountability in New
York State.

@ ~
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SUMMARY

Issue for Decision

: Does the Board of Regents agree with the detailed proposal setting forth the
_proposed increase and distribution of State Aid to school districts to support the Board’s

2007-08 conceptual proposal on State Aid to school districts?

" Reason(s) for Consideration

Review of Policy.

- Proposed Handling

This question will come before the Subcommittee on State Aid and the Full Board
at the October meeting.

Procedural History

The development of the Regents proposal began in February 2006 with monthly
discussion by the Subcommittee on State Aid. The full Board discussed the corceptual
State Aid proposal at the September meeting. The Subcommittee Chair and SED staff
met with the Depanriment's Education Finance Advisory Group to discuss the conceptual



proposal. The detailed proposal, including the conceptual propasal and funding
recommendations, is before the Board for approval in October.

Background Information

For the fourth year, the Board of Regents will carry forward a multi-year proposal
to establish a foundation aid program that adjusts for differences in schoel district pupil
needs and regional costs. Its goal is to close the achievement gap in a manner that is

adequate, effective and efficient,

Based on data available now, the Regents propose an increase of $1.48 billion
over the previous year. However, new information will become available after November
15, and this amount will likely change. Historically, four aids in particular have
experienced significant increases as schools report their expenditures: Building,
Transportation, Public Excess Cost (special education) and BOCES aids, As a result,
the Regents final recommendation will likely be for approximately a $1.7 billion increase.
We will provide an update in late November. The charts that follow.are based on the

preliminary estimate of $1.48 billion.

Recommendation

' VOTED: That the Board of Regents recommend a proposal with a preliminary
estimated increase of $1.48 billion in State Aid to school districts for 2007-08, with 82
. percent targeted to high need school dlstncts as well as other details included in the

attached report,

Timetable for Implementation

Once the Regents approve their detailed State Aid proposal, they will have the
opportunity to advocate for its inclusion in the Executive's budget proposal and in
enactment of the Legislative budget signed into law by the Governor. Once school
funding is in place, the Department will continue to work with- school districts on the
most cost-effective practices to raise student achievement so that virtually all students

meet State learning standards.

Attachment




O

‘08) and at full implementation for need-resource categories of school districts.

%

'ATTACHMENT A

New York State Board of Regents
Proposal on
State Aid to School Districts
DETAILED PROPOSAL

Exhibit A summarizes the increase the Regents recommend for schoo! year 2007-08 for
New York State school districts: $1.48 billion in seven general aid categories. Of this,
the Regents recommend. that the Legislature and Governor appropriate a $978 million
intrease for a new, simplified Foundation Aid to help school dlstricts raise student

achievement and acceierate gap closing.

Exhibit B shows the share of the increase for high need school dlstncts versus all others
under the Regents proposal compared with State Aid for the current schodl year. The
Regents proposal would direct 82 percent of the increase to high negd school districts

compared with approximately 70 percent currently. This change would ensure all -
school districts have the resources needed to provide all students with an opportunlty to

meet State learning standards.

Exhibits C and D show the distribution of the Regents proposa! in the first year (2007-

i For
example New York City would receive approximately 51 percent of the overall increase
in 2007-08 and approximately.55 percent at full implementation.

Exhibit E shows the proposed distribution of computerized aid per pupil for school year
2007-08 compared with 2006-07 for school districts grouped by need-resource capacity
category. The four high need school district categories would have the greatest
increase under the Regents proposal while average and low. need school districts would

experience more modest increases.

The final two pages of this detailed proposal list Regents recommendations for (1) the
aids and grants to be consolidated under the proposed Foundatlon Aid and (2) the aids

. and grants to be retained as separate aid programs.



New York State

(all figures in millions)

Exhibit A. Regents State Aid Proposal = . c

] Regents Proposal
2006-07 School 2007-2008 Regents  Change from
_Proz Year State Aid Proposal Base )
General Purpose Aid £10.644 $11.860 $1.216
FLEX Aid/iFoundation Aid $8,587 ™ $11,300
Sound Basic Education Grant $700 $0
Supplemental Extraordinary Needs Aid . 136 - $0
All Other Programs : $899 $0 |
. Foundation Grant Subtotal - $10,322 $11,300 . $978 . .
Limited English Proficiency Aid . $21 @ $151 - $130 :
Aid for Early Childhood Education - 5301 ™ $409 $108 : '
Support for Pupils with Disabilities .- - $2.800 . $2,921 $121
Public Excess Cost Ald $2,571 52,692 $121
Private Excess Cost Aid $229 $229 $0
BOCES\Carcer and Technical Education . 8 " $750 $829 §79
_BOCES Aid . - $601 $509 ($2)
Special Services - Career Education Ajd $110 . $184 $74
Special Services - Computer Admin. Aid $39 : $465 $7
‘Instructional Materials Aids 5251 8262 | $11
Instructional Materials Aid $232 5235 =
Library Materials Aid 318 $27 38 [
Expensc-Based Aids 3 $2.941  52.993 552
Building Aids 51,619 $1,627 $8 R
Transportation Aids - - $1,322 $1,366 $44
Computerized Aids Subtotal ‘w $17.386 ’ $18.865 $1.479
All Other Aids ' . 8331 $334 $3
Full-Day Kindergarten Planning Grants $0 $3 $3
Cther Programs ' $331 $331 30
Gramd¥otal © . - 0 $17.717 $19.199 $1.482

(a) The base year estimate for Limited Engiish Proficiency reflects the fact that LEP Ald was consolidated into FLEX aid.

{b} The Regents proposal includes funds for targeted prekindergarien grants that were appropriated outside of
General Support for Public Schools in 2006-07. They are included in the 2006-07 estimates for comparatiiity.

NOTE: These estimates are based on the most recent data available as of September 1, 2008, and will be updated to
reflect district estimatés for the 2007-08 school year, submitted for the database produced by the State Education -

Depariment on November 15, 2006.
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l’_) Exhibit B

Computerized State Aid Increases
' How They Are Distributed
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Exhibit D

Regents State Aid Proposal - Fully Implemented
Share of Overall Increase for 2010-11
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: | ~ Exhibit E
Distribution of Computerized Aid per Enrolled Pupil
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Aids and Grants to be Consolidated and Other Aids
Under the Regen{s Proposal
bn State Aid to School Districts

b for School Year 2007-08

~Aids and Grants Replaced by the
Proposed Regents Foundation Formula

Regents Proposal for 200708

2006-07 Aids and Grants
Computerized Aids
Comprehensive Operating Aid
Computer Hardware Aid ,
Early Grade Class Size Reduction _ -
Educationally Related Support Services Aid 1
Enroliment Adjustment Aid .
Extraordinary Needs Aid : '
Flex Aid L :

Gifted and Talented Aid '

High Tax Aid
Minor Maintenance and Repair Aid

_ Operating Aid .
Operating Growth Aid '
Operating Standards Aid
Operating Reorganization Incentive Aid ~ | Foundation

" Aid

Small City Aid

Sound Basic Education Aid
Summer School Aid -

Supplemental Extraordinary Needs Aid
Tax Effort Aid '
Tax Equalization Aid

.. Tax Limitation Aid
ifeacher Support Aid
ransition Adjustment/Adj. Factor

Other Aids and Grants
Categorical Reading Programs
CVEEB

Fort Drum Aid

Improving Pupil Performance Grants
Magnet Schools Aid

Shared Services Savings Incentive
Tuition Adjustment Aid
Urban-Suburban Transfer Aid




Other Aids W QVM"Z:] »

: 7- d
Other Aids and Grants pﬂ‘r o0 , : C)

Bilingual Education Grants
BOCES Aid '
BOCES-Speéc Act, <8,Contract Aid
Building Aid

Building Reorgamzatlon Incentive Aid
Compuiter Software Aid/Textbook Aid
Bus Driver Safety Training Grants
| Chargebacks

Divisien for Youth Transportatlon

Education of OMH/OMR.

Education of Homeless Youth . _
Empioyment Preparation Education Aid .
Engineers of the Future ‘ : S .
Fiscal Stabilization Grants o . '
" Full Day Kindergarten Conversion Aid i '
Full Day Kindergarten Planning Grants :

Incarcerated Youth

Institutes of Mathematics and Science
Learning Technology Grants -
Library Materiais Aid

Limited English Proficiency Aid

Native American Education

.Native American Building Ald

Prior Year Adjustments

Private Excess Cost Aid

Public Excess Cost Aid
‘'Roosevelt

Special Act Districts Aid

Special Services — Career Education '
Special Services — Computer Administration '
Student Health Services

Teacher Centers

Teacher-Mentor intern

Teachers of Tomorrow Grants
Transportation Aid

Universal Pre-Kindergarten Aid




7THas =2



Supreme Court of the State of New York
County of New York: I.A.S. Part 25

e e e e el M A AN EE N SN RN SN ES MM A A e e Ee e e e R A R A Al e e e e e i e et ek WA e e

Campaign For Fiscal Equity, et al.,
Plaintiffs,

v. . . Index No.
111070/93

The State of New York, et al.,

Defendants.

MEMORANDUM OF-LAW ON BEHALF OF AMICUS CURIAE
NEW YORK STATE BOARD OF REGENTS

Kathy A. Ahearn

Attorney for N.Y.S. Board of Regents
State Education Building

89 Washington Avenue

Albany, New York 12234

Telephone (518) 474-6400




&

&

TABLE OF CONTENTS

Page
Preliminary Statement........... ... .. . . . it e e 2
- THE REGENTS PROPOSED FOUNDATION FORMULA
EFFECTIVELY DRIVES FUNDING TO EDUCATIONAL
114 1 I L L N 3
A. The Regents Plan Accurately Measures :
The Cost Of Student SUCCESS. ... ittt as 5
1. The Regents Plan Properly 2Adjusts
Cost To Account Por Pupil Need ............cc.c... 8
2. The Regents Plan Properly Adjusts
Cost To Account For Differences In
Purchasing POWEY .......covecucuencannnas [ 9
B. The Regents Plan Derives A State Aid Share
By Subtracting From The Adjusted Foundation
Cost An Expected Local Contribution.......... e e 11
C. The Regents Plan Properly Accounts For
The Number Of Students Alded.......c-ceeerenannnnn. 12
THE REGENTS PROPOSED FOUNDATION FORMULA
CONSOLIDATES 29 AIDS, BUT RETAINS SEVERAL
SEPARATE CATEGORICAL AIDS........c0:cecvensonssaraacacanan 13
Aids For School Tfansportation . :
And School Construction ..........c.ceeeeeon e e e 14
Special Education Aid ............ccunraoonnn R 15
Universal Pre-K Funding ......c. v vacmensrmenonnsanen. 16
BOCES AI@ « vttt eevr e ettt e ee et eee e 16
Textbook And Instructional Materials Aids ...... e 17
'Aid For Limited English Proficient Students .......... 18
Federal Aid ........ ... iiiimnnnns e m e e 18




IIX. THE REGENTS PLAN RECOMMENDS $14.35 BILLION
_ IN FOUNDATION AID OVER SEVEN YEARS.......ciitirornnnennnns 19

IV. NEW YORK’S SYSTEM OF ACOUNTABILITY SHOULD BE
. ENHANCED TO ENSURE THAT RESOURCES ARE BEING

USED TO PROVIDE A SOUND BASIC EDUCATION................... 21
Enhance Technical Assistance and Support................ 26
Improve Data and Information Systems.......... e 27
Enhance Audit Capacity................. D LTI 30

CONCLUSION......... R e e e s e e e e .32

1



[



)



MEMORANDUM OF LAW

Preliminary Statement

The New York State Board of Regents, as amicus curiae,
reéspectfully submits this Memorandum of Law to  provide the
Panel of Referees (thé “Panel”) with additional informétion
about the Regents State Aid Proposal for 2004-05 and proposed
enhancements to New York State’s accountability system, which
together comprise the Regénts plan to reform financing of
public education in New York State (the “Regents Plan”).'

This Memorandum of Law expands upon the Regents August
10, 2004 submission to the Panel by providing a more d-etail\ed
descripfion of the Regents Plan, explaining tl:he rationale for.
the Plan, and describing how tﬁe Plan satisfies the mandate of

Campaign For Fiscal Equity, et al. v. State of New York, et

al., 187 Misc. 2d 1 (2001). As shown below, the Regents
Plan: (1) -ascertains the cost of providing a .sound basic
education; (2} reforms the current system of school funding to
ensure students have the opportunity for a sound basic
education; and (3) proposes a system of accounté.biiity to

measure whether proposed reforms actually provide an

! The Regents Plan and an executive summary thereof was submitted to the Panel on August 10, 2004 as
Exhibits B and A, respectively, to the Affidavit of Kathy A. Ahearn.
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opportunity for a sound basic education. The Plan is a
simple, elegant solution that  warrants the Panel’s
recommendation.

I; THE = REGENTS DPROPOSED FOUﬂDATION FORMULA
EFFECTIVELY DRIVES FUNDING TO EDUCATIONAL NEED

Judge DeGrasse’s -order, as modified by ﬁhe Court . of
Appeals, requires defendants tb reform State aid to ;public
éduéation to ensu?e' that studentsr attending New Yofk City
schools have the opportunity for a sound basic education. In
response, the Regents propose that the current vStéte aidA
system be abandoned, and a new system adopted statewide that
focuses on identifying student need and targeting funds to

LI

that need.

There are several possible approaches to school aid
reférm. _After careful cénsideration, the Regenté decided on a
Foundation Formula approach. The Regents Foundation Formula
repléces‘ 2% existing férmulae with one that has only four
components. By design, it is simple, predictable, and easily
understood by the-public7

The Foundation Formula first calculates the average cost

of educating a general education student in New York State

(i.e., the “Foundation Cost”). See, Point IA, infra. The

Foundation Cost is then adjusted by two indices, the “Pupil
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Need Index,” which accounts for the additional cost of
educating disadvantaged students (see, Point IA(1), infra),
and the “Regional Coét Index,” which accounts for cost
disparities in different geographic areas (see, Point IA(2),
'igggg). The State’s share of aid is then calculatéd by
‘subtracting from the adjuéted Foundation Cost an “Expected
Local Contribution” from each district (see Point IB; igﬁgé),
and multiplying that resuit by a pupii'count (see, Point IC,

infra). The Foundation Formula is represented as:

Foundation Formula Aid = [Foundation Cost x Pupil Need Index x
Regional Cost Index] = Expected Local Contribution

There are, of cburse, alternatives-.to the Foundation ..
Formula approach (e.g., matching grants, expense-based aids,
close~ended matching programs)z, but. the Regents considéred
and rejected these apprﬁaches in favor of the Foundation
Formula, and urge the Panel to do the same. The Foundation
Formula épproach has several advantages. It sets aid
independent of any decisions by distriéts on how much to
spend. It also provides certainty to districts regarding how

much funding they will receive. And, most significantly, it

? For a detailed discussion, see W. Duncombe and J. Yinger School Finance Reform: Aid Formulag and Equity

Objectives , National Tax Journal, Tune 1998, pp. 239-262.
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explicitly 1links school funding to the cost of edﬁcating
children and drives dollars where they are most needed.

As'Judge'DeGrasse found, New York State’s current school
funding system does not éffectively addreszs educational need.
It is ipétead the result of decades of legislative amendﬁents,
some of whiCh benefit single districts and others thgt negate
or control other fofmulae. Consequently, the curfent
distribution of State funds bears little relationship to
student need. The Regents Foundation Formula approach
fundamentally alters that status qﬁo.

A. The Regents Plan Accurately Measures The Cost Of
Student Success.

Judge DeGrasse directed that the State calculate the cost-
of a sound basic education. The first element of the
Foundation Formula, the “Foundation Cost,” is the Regents
starting éoint for determining cost.

'The Regents Plan uses a “successful schools” methodology
to determine Foundation Cost. This method identifies actual
schools that meet a defined standard and then estimates per
pupil spénding in those schools.? The “defined standard” set
by the Regents as a proxy for sound basic education has three

components. The Regents‘ standard selects school districts

3 This does not include certain school district expenditures (which are aided separately, see Point I, infra)
including special education services, transportation, debt service and others.
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‘where students were achieving an average of 80 percent success

on seven required Regents examinations (Enéliah and Math .at
the eleméﬁtary level aﬁd five Regents examinations — Math A,
Global History, U.S. History, English and Earth Science) in -
1999-00, 2000-01 and 2001-02. This standard reflects student
achievement at both the elementary and secondafy school
levels, avoids atypicai results of any one year by averaging‘
data from three years, and pro%ides ‘evidence that .a large
number of students are capable of achieving Regents standérds.
Indeed, the Regents approach yvielded over 300 of the State’s
681 major school districts, and therefore produded‘ useful
spending iﬁformation.r Applying this standard, the Regents

concluded that successful schools are gspending $4,504* per

pupil for general education instruction.

In the Regents view, the successful_schools approach
best satisfies the Court’s requirement to ascertain the cost
of providing a soﬁnd basic education. It uses actual examples
of successful schools, rather than hypothetical models, to
calculate the cost of success. The approach is simple,
emp;oys basic mathematics and avoids complex statistical
calculations of two alternative models, the professional

judgment model (used by CFE) and the cost function model, both

* Spending per pupil was calculated as average spending in three years: 1999-2000, 2000-01 and 2001-02. This
amount was increased to account for inflation to create an estimate for 2004-05.
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of which Trely on econometric techniques to interpret
findings.®> Both of these methodologies have limitations that
undermine their effectiveness. The professional judgment
method uses a panel of experts to define the components of

model schools, and then “costs out” these components. But the

results are necessarily based on the subjective judgments of a

few individuals whose fiews are influenced by their particular
frames of reference. The cost function method collecpé a
variety of data from around the state, inciuding school
district spending and perfofmance information, and uses
statistical procedures to predict- the spending requifed to
meet a chosen performance standard in a schoolrdistrict with
average characteristiés.6 However, 1t usges economgt?ic

techniques involving multiple ‘regression statistical

procedures, making it difficult for legislators and the

general public to understand how the formula works. The
Regents therefore urge . the Panel to adopt the successful
schools methodology as it most accurately establishes the

actual cost of student achievement.

5 For a review of the process of estimating the cost of adequacy, see W. Duncombe, A. Lukemeyer and J.
Yinger, 2004. “Education Finance Reform in New York: Calculating the Cost of a ‘Sound Basic Education’ in
New York City.” Center for Policy Research Policy Brief, #28, Syracuse, NY: Syracuse University
(http://www-cpr.maxwell syr.edu/pbriefs/pb28.pdf ) :

¢ See, W. Duncombe and J. Yinger (2004), Comparison of School Aid Reform Proposals for New York State.
The Maxwell School, Syracuse University. ' .
(httD://cpr.maxwell.svr.edu/efap/CamnaiEn%Z0for%20Fiscal%2OEquitv/ComDaIison%,'ZOof“AaZOPro'posals2a.nd

£
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1. The Regents Plan Properly Adjusts
Cost To Account For Pupil Need.

Because some students require additional time and help to
achieve the State learning standards, the Regents Plan adjusts
the Foundation  Cost of $4,504 by a “Pupil Need Index.” .The
Pupil Need Igdex recognizes the additional cost_of proﬁiding
extra time and help for'high—risk students to suécéed. Thirty
yvears of research has proven that there are additional costs‘
aséociated with eduéating students in poverty and in schools.
that are small because of geographic isolatién. Applyiﬁg the
Index increases the Foundaﬁion Cost for districts.with more
needy pupils.

The Regents Pupil Need Index is based on the number‘of
students- eligible for free and reduced price lunch and
sﬁudents living in geographically sparse areas of the State.
The 'Index. ranges from 1.0 to 2.0, where 1.0 represents a
school district with no needy pupils and 2.0 represents the
index.for a school district with 100 percent needy pupils.
The Pupil Need Index employs a formula to téper (or‘gfadually
credit) the importaﬁce of poverty; thg effect is 1like a
continuum of weightings. This enhances the cost-effectiveness

of the aid system by linking dollars to different levels of

student need.
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The specific index chosen by the Regents is based on SED
research. A September 2003 State Education Department study
of ‘eduCatibnal need’ asked how to establish an additional
weight for edqcational need. It found that states use
additiocnal Weightings of from 0.25 to 1.0 based ﬁn the
availability éf funds. It also reported that 'additional
weightings from 1.0 to'2.0 are recommended by experts to réise
students from economically disadvantaged backgfounds_ to the
achievement levels of their more advantaged peefs. The study
concluded that New York should use an additional weighting‘of
1.0 for each needy puﬁil in districts with the highest

concentrations of student need.

2. The Regents Plan Properly Adjusts Cost To
Account For Differences In Purchasing
Power. '

Because the purchasing power of a dollar varies in
different parts of the State, the Regents Plan further adjusts
the $4,504 cost figure by a “Regional Cost Index.” The

Regional Cost Index operates to standardize costs across the

~ geographic areas in which school districts operate.

The Regents Regional Cost Index ig measured based on

wages of non-school professionals in each of nine labor

7 Glasheen, R. An Exploratory Study of the Relationships Among Student Need, Expenditures and Academic

Performance. New York State Education Department. Report to the Board of Regents, September 2003.
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,;egions of the State, as defined by the New York State
Department of Labor. Labor regions are composed of groupiﬁgs
of contiguous counties. The Regents Proposai uses regions
rather than school districts because job seekers tend to
access an entire region when seeking employment and do not
necessarily limit themselves to a single school distfict.

The Regents Regiona1 Cost. Index is also based on -the
wageg of non-school professionals. Teachers are purposefully
excluded because school districts .exercise unusual Amarkeﬁ

influence over the price they pay for teaching services, which

'may distort the free market costs the index is intended to

represent. The varying salaries paid teachers may reflect the

preference of an individual district to pay more than an

‘adjacent, competing one, rather than economic factors beyond

the district’s control.

The VRegents Regioﬁal Cost Index was the product of
careful study. It was developed after a review of national
research. on adjusting school aid for wvariation in costs®.
The index also -reflects the recommendations of several New

York State special legislative commigsions charged with making

® For a review of this research, see Recognizing High Cost Factors in the Financing of Public Education: A
Discussion Paper and Update Prepared for the New York State Board of Regents SA (D) 1.1 (Sept., 2000) and
the technical supplement entitled Recognizing High Cost Factors in the Financing of Public Education: The
Calculation of a Regional Cost Index (Nov., 2000). Copies can be obtained by contacting the Fiscal Analysis
and Research Unit at {518) 474-5213 or visiting their web site at http://www.oms.nysed.gov/farw/articles.html.

10
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recommendations to improve New York State’s school funding
system: Fleischmann in 1972; Rubin in 1982; and Salernc in
1988.  SED used wage data from the 2001 Occupational
Employment Statistics Survey collected by the Bureau of Labor
Statistics for_63 non-education professional job titles that
required at‘least a Bachelor’s degfee for employment and thus
could be expected to compete with the teaching professi-on.
Median hourly wage data were provided for each title
statewide, as well as for each of nine labor regions. .SED
then weighted these occupaﬁional wages 1in each region to
mirror the workforce mix of the 63 titles statewide. The
index chosen ranges from 1.0 for the North Country labor force

region to 1.496 for the combined New York City-Long Island

labor force regions,

B. The Regents Plan Derives A State Aid Share By
Subtracting From The Adjusted Foundation Cost
An Expected Local Contribution.

School funding is a state and local partnership, and
localities must contribute their fair share of education
spending. Thus, once Foundation Cost is determined, the
Regents Plan subtracts an “Expected Local Contribution” to
arrive at the level of aid the State will supply. The
Expected Local Contribution is an amoﬁnt school districts are

expected to spend as their share of the total cost of general

11



o

[

S

education. A'The Regents Plan measures it by multiplying the
district tax base by an expected tax rate, édjusted by
district-income per child. | The Regents Plan adjusts the tax
rate by district income per child to assess the fiscal
capacity of school districts by their income wealth as well as
their property wealth. This method presérves both'measures'of
district wealth (iﬁcome and property) and the structure of.the

Foundation Formula. .

Under the Regents Plan, the Expected Local Contribﬁtion'
is not a mandated Eax rate, but a way of determining an
equitable local share in order to calculate State Aid. By not
mandating a local contribution that may be difficult to
enforce, it ultimately holds districts accountable through ’
public reports of student performance and school district
local effort. If ;i district .does not adequately fund its
share,,but'student performance remains high, there need be no
conseguence. If, student performance suffers, however, State
intervention will be triggered through the Staté
Accountability Syétem (see Point IV, infra).

 C. The Regents Plan Properly Accounts
For The Number Of Students Aided.

Once State aid is determined for ‘each district, that

amount is multiplied by a count of pupils in the district to

12
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determine the total aid the State will pay to each diétrict.
In the Regents proposal, this pupil count also includes a
weightiﬁg {or additional céunt) for summer school students.
For example, a student who attends summer school is counted as
1.12 and one who does not is counted as only ‘1.0; In
addition, the Regents proposal recommends counting gtudents
enrolled in school disﬁricts (i.e., average daily ﬁembership)
rather than those actually attending (i.e., average daily
attendance) as is ~done in current formulae. -By relying on
average daily membership, the Regents proposal eliminates any
disadvantage high-need school districts may suffer dug fo poor

attendance.

II. THE REGENTS PROPOSED FOUNDATION FORMULA
CONSOLIDATES _ 29 AIDS r BUT RETAINS SEVERAL
SEPARATE CATEGORZECAL AIDS
The Regents Plan is similar to others before the Panel in
that it recommends some consolidation of aids for basic school
operation. Specifically, the Regents propose to consolidate
into the Foundation Formula 29 aids. The Executive Proposal
would consolidate only seven aids, including general education
instruction, special education (except high cost and private
school), and pre-K programs, and the CFE proposal would
consolidate as many as 39 aids, including general education

instruction, special education (except high cost and private

13
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school), early education (for children ages 3, 4 and 5}, and
programs _for English language learners. Consolidation
simplifies the formula, allows for inc;eased equity, and gives
districﬁs gréater flexibility in spending. |

The Regents Plan also retains certain aids separately:

Aids For School Transportation And School Construction

Because they can vary significantly around the State from
year to year, these. aids should be retained séparately. For.
example, school construction costs may be high for a district

for a number of vyears for a project and then small or

nonexistent afterward. Aid for transportation and school

construction are also.provided based on approved expenses, a
different basis than tﬁat used for Foundation Aid.

The Regents Plan oﬁ building aid addres;es many of the
conditions cited by Judge DeGrasse. The Plan confronts severe
over-cfowding and improves the capacity of school buildings to
suppért gdugational programs tﬁat are key to closing the
student achievement gap. Recommendations include:

- Allowing schéol districts to use the Dormitory
Authority of the State of New York to finance and
manage school construction prejects. The Dormitory
Authority can help school dis;riéts reduce

‘construction costs by assistance with master planning,

14



feasibility studies, cost-benefit analyses, analysis
of materials selection, and third-party review of
construction documents;

- -Providing a subplemental cost allowance for school
site acqnisition and demolition in New York City;

- Providing grants to relieve severe ovércrbwding in New
York City and identifying strategies for reducing
school construction costs; limiting : grants  for
building new space to relieve overcrowding in schools
that currently provide less than 100 sguare feet ner
child.

- Encouraging the reduction of local costs by exempting
school districts from the Wicks Law, thereby aliowingH
a single general contractor for school construction
projects in excesg of $50,000, rather than fnur

.. separate contractors as currently required.

Special Education Aid

Whether to consolidate aid for épecial education into the.
Foundation Formula is a complex question. The Regents believe
this issue requires further study and comment from the field.
The Regents will revisit the treatment of aid for special
educatiqn in their State aid proposal for 2005-06. ‘That

proposal i1s currently under development.

15



Universal Pre-K Funding

The Regents Plan does not include grants for Universal
Pre-K because current funding 1levels do not enable all
districts to participate. ~ When full funding occurs, these

programs can be considered for incorporation in the Foundation

" Formula. In the meantihe, the Regents "have maintained

separate categorical grants to support Pre-K education.

BbCES Aid

Regional and shared services are a key component‘for a
strong education system. BOCES were originally established to
give students from geographically sparse areas of the State
access to programs that only school districts in more densely

populated areas of the State could afford. As poverty'™

. ~
continues to grow in our large cities, the original rationale

no'longer‘fits, and students in city school districts also
neéd access to regional or shared services. The Regents Plan
recommends that these services be available in cities to the
same extent as the rest of the State.

The Regents Plan also provides support for existing
regionél shéred services. It recommends that the State
continue to provide State Aid for regional shared services
separately from the Foundation Formula through BOCES Aid and

Special Services Aid for noncomponent school districts,

16



[

@

including the Big Five City School Districts. Programs funded
include career and technical education, information technology

'and_professional development. The Regents recommend that the

State:

e Allow access to BOCES services and provide aid for
noncomponent districts that share services with at
least ene ether district aﬁdrpay an administrative
surcharge to BOCES.

e Require districts to demonstrate maintenance of
local effort and receive approval for eaeh service
requested by a | B?CEé District Superintendent
appointed to coordinate such requests. The
coordinating BOCES should be a BOCES with a Regional
Information Center in a region adjacent to Vthe

.relevant city.

Textbook And Instructional Materials Aids

The Regents have maintained Textbook 2id, Computer.
Software Aid and Library Materials Aid separately because they
are different in nature from general-purpose aids and work

most efficiently as expense-based aids.

17



Aid For Limited English Proficient Students

The Regents Plan also retains aid for the education ofl
limited English proficient students and bilingual education
grants as separate categoricél pfograms. The Regents pro?ose
to keep these aids separéte at this time to ensure that they
continue to be used for their intended purpose: As school
accountability systems 'imprové, providing disaggregated
achievement results for separate groups of students iﬁcluding‘
limited-English-proficient students, consideiation shoﬁld be

given to folding these aids into the Foundation Formula.

Federal Aaid -

Unlike .the Executive Proposal, federal aid ié not
included in the Regents propdsal. Because funding education
is a State responsibility, the Regents Plan considers State
and ioqal,School district funds only. Most federal funds can
be used only to supplement, not supplant, a state’s commitment
to education. In fact, 20 U.S8.C. 87902 of the No Child Left
Behind Act (“NCLB”) specifically prohibits states from
considering payments of federal education dollars under NCLB
in determining the amount of State aid payable to school
districgs. Accordingly, the Panel should not consider federal

funds as a source to meet the State’s 'obligation to fund

education.

18
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ZFII. THE REGENTS PLAN RECOMMENDS $14.35 BILLION
IN FOUNDATION AID OVER SEVEN YEARS

To provide the opportﬁnity for a sound basic education,
the Regents Plan recommends an increase of $880 million for
school vear 2b04-05, with 6508 million of this increase
providéd 'f¢i Foundation Aid. Forty-three percent of the
increase will go to Néw York City. The Regents Plan liﬁits
each district to a maximum increase of 15 percent‘,(ggg‘
discussion below), capping New York City at 43 percent in the
first vyear. Since New York-City is far from its calculated
Foundation 1level, it would continue to receive maximunl‘aid
increases until full implementation. The Regents Plan calls
for ﬁhe total increase to be phased-in over seven years. When‘
fully implemented, the Regents proposal will provide $14.35
billion in Foundation .Aid, a -$5.98 billion increase over
comparable funding in 2003-04. New York City would receive 64
percent of the increase by year seven.

The Regentg Plan redirects this increased funding to
where it is most needed. Eighty-four percent of the increase
in State aid goes to high need school districts in 2004-05 and
88 percent goes to high need school districts at full
implementétion of the proposal. Low and average need school
districts would receive 16 percent of the aid increase in the

first year and 12 percent at full implementation.

19



Consequently, some of the highest wealth school districts that
have more resources than needed to fund the Foundation Program
will lo'ser small amounts of money under the Regents proposal.
Moreover, school districts that receive aid for students with
disabilities no longer in the district (Public E}{ces;s Cost
Save-Harmless Aid) will experience a reduction for students no
longer Vat.tending the district. Accordingly, the Regents Plan
recommends that Public Excess Cost Save Harmless aid be
provided dn a pér—pupil basis, that is, only fdr currently
attending pupils with disabilities. This guarantees that if
the formulae provide 1less than in the previc;us- year,
additional aid is érovided to ensure no loss per pupil.

The Regents recommend very limited. hold-harmless

- protections for Foundation Aid, by allowing a wealth-equalized

loss up to 15 percent over the -pr'ior year. To the extent'that
alread.y gcarce fundg aj:e used for heold-harmless, fewer are
available to target educational need. The Regents therefore
recommend against broad hold-harmless provisions _like those
proposed by the Executive and CFE.

The Regents chose a seven-year phase-in to give the State
time to produce the funding increase and to allow districts
time to use the increased funds in the most cost-effective

manner. School districts require time to effectively spend

additional resources and accommodate funding changes. The

20
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Regents estimate that school districts can effectivelylabsorb
up to a 15 percent annual increase in Foundation Aid, so
annual increases were capped at this level. While some
districts may be curfently spending close to or greater than
the Foundatioﬁ Cost that the Regents estimate is needed, it
takes seven.years for all school districts in the étate to be
fully funded at their éstimated,foundation levels.

By comparison, the Executive recommends an increase of
$4.5 billion in State funds, phased in over five years; of
this increase, $2.2 billion (49 percent) would.go to New York
City. The Executive specifies that 51 percent of the increase
would go to the rest of the State,fbut does not break this

down for high need school districts other than New York City.

'The Regents respectfully assert that this proposal falls short

of what is needed to ensure that students have an opportunity

for a sound basic education.

IV. NEW YORK’S SYSTEM OF ACOUNTABILITY SHOULD BE
ENHANCED TO ENSURE THAT RESOURCES ARE BEING
USED TO PROVIDE A SOUND BASIC EDUCATION

Judge DeGrasse held, and the Court of Appeals agreed,

that the State defendants must institute a system of

, accountability that weasures whether the reforms adopted

actually provide students with the opportunity for a sound

21
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basic'education. In the Regents view, the State dpes not peed
.a 'different accountability structure, a new accountability
“officeﬁ,ror a new indépendént oversighf panel, to comply with
the Court’s order. The current system of accountability need
only be enhanced andlfﬁnded, as aescribed below, to éatisfy
‘the Court mandate.

New York State’s current system of accountability
establishes a Aframeﬁork that recognizes the dual
responsibility of local districts and the Staté to ensuré that
public dollars are spent effectively to provide all students
the opportunity for a sound basic education{_ .It is -
comprehensive, rigorous and it works._ The system rhas

resulted, for example, in improvement overall in English

- language arts and mathematics achievement since 1299 and in a

decline Qf the number of extrémely low performing schools in
the State. Approximately 70 percent of New York State schools
now achieve Adequate Yearly Progress (“AYP”} under the ﬁCLB.
The system responsible for this prégress iden;ifies lbw
performing schools and districts and imposes a geries of
graduated actions at the local level and interventions at the
State level to improve student achievement. Where results do
not improve, consequences follow. |

Under the present system, the Commissioner of Education

evaluates schools on a continuum of criteria to determine if
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they are in good standing or will be subject to intervention.
When a school performs below the State standard in English
1anguagé arts or mathematics, the district is required to
develop and implement arplan to improve student results.

In addition to assessing whether schools are achieving
the State 1éérning standards, the Commissioner also determines
annually whether everf public .school and district is nmking
AYP in Engiish language arts and mathematics - at the
elementary, middle, and high school levels. When a school
fails to make AYP for two consecutive years, the schoolris
iaentified as either a School in Need of Improvemeﬁt {(“SINI”"}
if the school is subject to sanétions under Title I of the:

NCLB; or as a School Requiring Academic Progress (“SRAP”) if

the school does not receive Title I, Part A funds and

therefore is subject solely to the requirements of the

Regulations of the Commissioner of Education. Among other
things, these schools must develop a two-year school
improvement plan that is annually updated. In addition, SINI

schoole are required to offer parents the option to transfer
their children to other'public schools within the district.
Once the Commissioner identifies schools as SRAP or SINI,
a series of increasingly rigorous sanctions is triggered if
failure continues. Schools designated as SINI that fail to

make AYP must offer eligible students supplemental educational
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services. In addition, school districts are required to
initiate one of several corrective actions for schools
designated.as SINI or SRAP that fail to ﬁake AYP for a.second
vear. When a school has failed to make AYP for four
consgcutive years after being identified as- a SINI orlSRAP,
the Commissioner requires the district to'restructuré or close
the school.

The Commissioner aléo identifies for registration review
gchools that fail to make AYP and are farthést from State
standards and most in need of improvement. Once identified
for registration review, the Regents -assign the lschool
performance targets that it is expected to achieve within a
specified time or risk having its registration revoked. After
being piaced under registration review, tﬁe school is wvisited
by an external- team that audits planning, resources ' and
programs .’ The school uses the report of the external team to
develop a comprehensive education plan, and the district uses
it to develop a corrective action plan.

Local school districts, regional school support centers,
distinguished educators, and SED staff provide schoolsrthat
are identified for improvement with additional assistance and
support. In general, the State Education Department itself
focuses its efforts on Schools Under Registration Review

(“SURR. schools”). Regional school support centers and
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distinguished educators provide critical support to schools
designated as SURR and SINI.

In addition to. indiVidual school accountability, the
State Education Department is also responsible for determining
whether each séhool district achieves AYP. As in the case of
schools, school districts that fail to make. AYf for two
consecutive years arer designated as Districts -In Need of

Improvement (“DINI”) and must develop district-wide

improvement plans. Pursuant to the NCLB, the Commissioner must

take corrective action against a district that receives Title
I 'funds if it fails to make AYP for two years after being
designated as in need of improvemént.

. As part of the Department’s process of determining the
performance status Of, schools and school districts, the
lCommissioner' will begin, aftef the 2003-04 school vear, to
desigpate schools and districts that meet specific criteria as
high-performing. .Starting with the 2004-05 school year,
certain schools and districts will be designated as xapidiy
improving.

Te comply with the Court’s order, the State and local
districts must devote more resources to sustained and
persistent reform efforts. More schools must be. included in
the reform effoft, and reform must be comprehensive, systemic

and permanent. The Panel should therefore recommend that we
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build upon and strengthen the current system in several

significant ways.

Enhance Technical Assistance and Support

Fifst“ the State'shoula enhance its system of teéhnical
assistance Vand - support for sdhoéls; This ‘would " be
accomplished  through Regional  School Support  Centers
(;RSSC”), Academic Intervention Teams and BOCES. ‘

There are currently seven RSSCs across the‘State, 1oéated
in eastern New York, Long Island, the Hudson valley, Syracuse,
Rochester, Buffaio and New York City. These RSSCs ﬁrovide
technical assistance and instructional advice to - low
performiﬁg schools. . They identify Dbest practices_ and
disseminate them through technology; workr with academic
intervention teams assigned by'the Commissioner;-help énalyze
student performance data; ana develop district and school
improvement plans. The work of‘the RSSCs should be expanded
with additional funding and staff to reach more schopls.

rAcademic Intervention Teams help build the capacity of
local schools and districts to take their own corréctive
actions. Building <capacity at the local level is
indispensable to embedding reform into the school culture.
Currently, these teams are staffed by distinguished educators

to help improve in specific areas, such as reading and
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mathematics. - Expanded teams would work with every school
district in the State identified for corrective action and
each SﬁRR school. They woﬁld consist of experts covering all
aspecté of. rsuccessful schools: educational management}

instructional leadership; curriculum and assessment; academic

intervention and support services; parent and community
involvement; educational assegsment and improvement of
‘classroom instruction. These teams would  conduct

comprehensive reviews of district "and/or school operations,
including the design and operation of the instructidnal
program, and develop recommendations for impiementation by the
schools and/or districts.

BOCES and  the District Superintendents who lead them
could also be used more effectively in school improvement
efforts. There are 38 BOCES throughout the State that‘WOrk
with schools in need of improvement. The State should provide

additional funds to offset thé local district eXpense

_aSsociatéd with school improvement services provided by BOCES,

and make BOCES services available to the Big Five districts,

which would benefit significantly.

Improve Data and Information Systems

The State must also improve data and information systems

to support school improvement. The 8tate needs a school
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district financial indicator system-(“ﬁCIS") that would ensure
proper stewardship of dollars that pay for public .education.
The FCIé would includé an early warqing system for school
districts td prevent financial distress; fiscal benchmarks and:

best financial practices; a public reporting tool providing

' information about the management of public funds to achieve

educational goals; and a long-range financial planning tool
for school districts.

Currenfly no such system exists. The Department’s_office
of Audit Services collects data to assess the short-run
financial condition of school districts, but thié’rdées not
assess long-term financial éondition and cannot be used as a

tool for long-range pianning by school districts. Tnformation

that is currently available on school district finances does

not incorporate professional judgments so the_public lacks the
nécessary-knowledge to interpret fiscal data.

A statewide student data s?stem must be implemented to
assess 1f reform is taking root. SED has already begun to
build. such a system, which will create greater capaéity' to
track students, measure their progress, and thus raisé the
achievement of all students in New York. These efforts could
be accelerated with additional funds. The current gystem can
only analyze information for entire groups of students, but

the tracking of individual students over time will allow us to
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follow individual students through the system and analyﬁe the

. effectiveness of state strategies and programs. For example,

we will be able to measure the benefit of using smaller class
sizes with certain groups of gtudents. Such programs often

involve the allocation of billions of education “dollars

without™ reliable data on their impact on student. achievement.

An individual récord sfstem will also help us to'better meet
many federal reporting requirements, including th&se.of the
NCLB.

The Regents also propose-that the State develop a unified
State aid management system to address the shortcdmingsrof the
current system. This improved system would provide a single
point of access to all -State aid data, and be capable of
analyzing districts’ fiscal needs. Tt would enable SED to
more effectively collect infofmation from school districts
across the State, and would streamline the method for
distributing to districts state and federal funds. The
proposed.'systen! would provide timely _feedback to users in
schools districts and SED and. would facilitate 1nodéling' of
state aid formulae for legislative and executive branch use.
The current system .is é'tnix. of older systems that are not
efficient, flexible or as exacting as the proposed. system.

An improved data system would include EwoO fipal

components: an update of the web-based system to improve the
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_efficiency of the grant awards process and provide improved

repbrting capability, and the elimination of redundant State
reportiné_; requirements, freéing districts to ehgage in more
compréhensiﬁe planniﬁg and. reporting. Streamlining rplans,
applications and reports that school districts submit to SED
will reduce-administrative burden and increase'the_focus of
planning and reportiﬁg. to support real gains in stﬁdent

achievement .

Enhance Audit Capacity

The Regents Plan calls for enhanced State overgight K of
local district transactions to - ensure the integrity of
district finances. SED would significantly expand its current

audit capacity to: conduct more random audits of districts"

that have no known problems or issueg; focus more resources OIl

districts with indications of poor student performance, fiscal
stresé, or inadequate management controls; and conduct more
frequent audits of séhool districts and review of school
district financial statements. The Regenﬁs plan also calls
for strengthening prptocols for ~annual school district
independent audits conducted by CPAs and increased training on

the fiscal oversight responsibilities of school officials and

personnel.
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Finally, to be effective, these enhancements to the
current accountability system must be funded. The 'Regents
expect‘to provide additionel information to the Panel on the
cost of these enhancements, if permitted to do so, at a ﬁuture

. date.
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CONCLUSION

The problem the Panel must solve is complex; - The
proposals of ﬁhe Execﬁtive,:CFE and the Regents help point.the
Panel to a solution. They have wmuch 1in common. Each
simplifies an archaic and dysfunctional-system; focuses on aid
for school operation and maintenance; ties finance reforﬁ to
accountability; recognizes a State and local partnership;
encourages a statewide solution; advocates State inéreaées in
spending; and recommends a multi-year phase-in periOd. But
there are also sharp différences, particularly iﬁ“ the cost

estimates and the structure of a system of accountability.

The Board of Regents stands ready as amicus curiae and in its

. constitutional capacity as education policymakers to help the

Panel find a solution that works for the children of New York.

Respectfully submitted,

KATHY A. AHEARN

Attorney for N.Y.S. Board of Regents

State Education Building
89 Washington Avenue
Albany, NY 12234

(518) 474-6400

Dated: September 14, 2004
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Introduction to the Concept of Adequacy

Equity is Fairness

Following are some of the policy goals that have guided Regents State Aid proposals in
the past:

¢ Equity for students, to ensure that a fair level of resources is received by each student;
Flexibility in the use of State Aid revenue, to allow districts to spend aid in a manner
that meets the needs of its students and community;

e Simplicity of the funding scheme to foster lay understanding and reduce
administrative burden, usually involving strategies for consolidating numerous
formulas; ' -

e Accountability for results;
e Cost-effectiveness, to get the greatest educational gain possible for the dollars spent;

Stability, to allow districts to plan and budget into the future without fear of dramatic
fluctuations in available resources;

Equity for taxpayers to ensure a fair and adequate local tax effort;

Closing the gap in student achievement; _

Building local capacity to meet higher leaming standards; and,

Recognition of geographic differences in the cost of education.

The ideal education finance system would meet all these goals, but perhaps the most
fundamental of them is student equity. The concern for student equity should be the basis
for any sound education funding system.

Equity can he defined to mean faimess. Do all students receive a fair share of the State
and local dollars spent on education in New York State? Although the concept of fairness
is simple to understand, it has been interpreted in different ways over the past three
decades. It is important to understand the development of this concept over time, in order
to propose a funding system with the potential to achieve this elusive goal.

Equity as Equality

For many years, equity was interpreted by the courts and the school finance community
to mean equality of spending per pupil regardless of district property wealth. The
"spending gap" served as the primary indicator of an inequitable state funding system.
Major variation in spending per pupil among districts within a state was viewed as the
problem. Equalizing spending per pupil among districts disparate in property wealth was
viewed as the solution. In the 1970s and early 1980s, many state school finance systems
were challenged in the courts: The basis for the challenges was the claim that dramatic
inequalities in spending per pupil meant students in property poor school districts were
being denied equal educational opportunity; i.e., equal access to education resources.
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One problem with interpreting equity as equality of spending per pupil is that the focus is
entirely on education inputs. The other problem is that this interpretation is based on the
assumption that all students are equal and should be treated equally. In reality, some
students pose a significantly greater educational challenge than others do Therefore

equal Spendmg per pupil will not achieve fairness.

Equity that recognizes inequalities

Another interpretation of equity presented by the school finance community is based on
the assumption that all students are not equal. It acknowledges that some students must
receive more resources than others in order for a funding system to be fair. For example,
it would be unfair to provide the same per pupil expenditure to students with disabilities
as to students without disabilities. Similarly, students with limited proficiency in English
deserve access to additional resources. This interpretation of equity explains the
proliferation of categorical aids and additional student weightings as components of state
school finance systems. Both the additional aid categories and specialized weightings
represent the recognition that some students need greater resources to ach:eve at

appropriate levels.

But the question remains, "How much more?" How do we know to what extent to
recognize the differences among students with different funding levels? This question
cannot be answered as long as the focus continues to be on inputs, with no link to

educational outputs.

The Introduction of Equity as Adequacy

As mentioned above, the school funding systems in many states were challenged based
on the inability of property poor districts to raise the same local revenue as property
wealthy districts, and therefore to provide a comparably enriched education program.

- Often in these cases, state courts determined that all students should have the same

educational opportunity; i.e., equal access to education resources, and therefore that the
existing state school finance system was unconstitutional. State legislatures were then
ordered to develop new funding systems to remedy the "inequity." This, however, was
not the result of the legal challenge to New York State's funding system.

The New York State Court of Appeals decision in the Levittown (1982) case was that
despite major disparities in spending per pupil among districts, New York's school
finance system did not violate the education clause of the New York State Constitution'.
The New York State Constitution did not require equal spending among districts or
equality in the quality of educational programming across districts, provided that minimal

standards of educational quality and quantity were met.

The Levittown case helped distinguish between equity as equality and yet another
interpretation: equity as adequacy. In the words of the court, "What appears to have been

! The education clause in the New York State Constitution (Article XJ, section 1) reads as follows: The
Legislature shall provide for the maintenance and support of a system of free common schools, wherein all

“the children of this state may be educated.



contemplated when the education article was adopted at the 1894 Constitutional

. Convention was a statewide system assuming minimal acceptable facilities and

services..." The Levittown case introduced the notion that a funding system did not need
to provide equal resources to be fair. -

Adequacy in 2000

Across the nation, states have been raising education standards. The minimum
competence standard, as articulated in the Levittown decision, is being rejected on the
premise that students need more than basic competency to be productive citizens in
today's world, The movement to redefine education in terms of high minimum outcomes
has brought with it the need to design a funding system that is better aligned with the goal
of high minimum outcomes for every student. The most prominent members of the
education finance community have addressed this need:

"...the traditional focus on equitable distribution of resources is giving way or
expanding to a new focus: ensuring that school finance policy can facilitate the
goal of teaching students to higher standards. As Clune (1994a, 1994b) argues,
this requires a shift in school finance thinking from equity to adequacy. Such a
shift challenges policymakers to identify a new school finance structure that is
-more directly linked to strategies that raise levels of student achievement.”
(Odden, 1998. Creating School Finance Policies that Facilitate New Goals)

"A shift is occurring from equity to adequacy in school finance. This shift is being
driven by an emerging consensus that minimum outcomes should be the orienting
goal of both policy and finance.” (Clune, 1994. The Shift from Equity to Adequacy
in School Finance)

"The evolving concept of "adequacy" suggests that something beyond equity is at
issue. The "something else" is a notion of sufficiency, a per-pupil resource
amount sufficient to achieve some performance objective. Thus, adequacy is

~ increasingly being defined by the outcomes produced by school inputs, not by the
inputs alone. Clune contends that as the nation increasingly debates means for
obtaining higher levels of student academic performance, the policy debate is
beginning to shift away from "equity" and toward means for ensuring that
students receive resources enabling them to learn to higher standards." (Guthrie
and Rothstein, 1999. Enabling "Adequacy” to Achieve Reality: Translating
Adeguacy into State School Finance Distribution Arrangements)

The focus of a funding system based on adequacy is linking inputs to outputs, linking
school finance policy to education policy.

To design a funding systern that supports the achievement of high standards by every
student, we must answer the question, "How much does it cost for each student to meet
the standard?”. The cost will vary dramatically for different students, depending on their
educational needs. Districts with very high concentrations of poor students will require
substantially greater resources to achieve the same results- as districts without
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concentrations of these students. Interpreting equity as adequacy means that equity will
be achieved when every student has access to the resources he/she needs to meet the new

standards.
Adeqliacy and Fairness

Adequacy as a policy goal is quite different from a student equity policy goal defined as

equal spending per.pupil. Equal spending per pupil becomes irrelevant once the goal has

become for all students to reach the same, high education standard. However, we can

continue to define equity in funding as faimess in funding. The principle of fairness must

continue to guide the Regents State Aid Proposal. We cannot, in fairness, recommend '
higher standards for all, without recommending the financial support for districts to

achieve that goal. To give every student a fair chance, the Board of Regents must

determine the cost of meeting the high outcome standards it has implemented and put

forth a funding proposal to support that cost. It would be fundamentally unfair to create

high expectations without providing adequate resources to meet those expectations.

Adequate Funding is Not Enough

It must be pointed out that even if the goal of adequate funding were achieved, it is
possible that student achievement would be unaffected. The link between funding and
successful programmatic strategies must be made. Additional funding, with no change in
the delivery of education services, is not a guarantee of improved student achievement,
especially in the lowest performing schools.

Sototee
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Executive Summary

This study explores the relations among student need, need and cost adjusted instructional
( y expenditures per pupil, and academic performance. This study attempted to replicate findings
from a 2002 study on this topic; provide additional analysis on aggregations other than the
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need-resource capacity categories used in last year’s study and to include, when appropriate,
variables not analyzed in the original report.

The goal was not so much to develop definitive answers, but rather to gain further insight into the
relationships that exist among student need, expenditures and academic performance.

An important component of the study was the calculation of need and cost adjusted instructional
expenditures. Instructional expenditures were adjusted to reflect the Regional Cost Index endorsed by
the Regents. Pupils were adjusted to reflect the free lunch percent of districts.

Major conclusions and observations of the study were:

» Adjusting expenditures per pupil for need and cost is a productive approach for
understanding the relationships among expenditures, student need and -academic

performance.

= For every aggregation studied, as need increases, expenditures per bupil' and academic
outcomes tend to decline;

= In order to improve academic outcomes some districts may need fo improve their
educational effectiveness; other districts may need to increase their services to at-risk
students. How do we ensure that large State Aid increases will result in educationally
effective expenditures and not be used for tax relief?

= The Regenis need to give strong consideration to the specific indicators that best
encapsulate what is meant by the term students in need or at-risk students. Can other
standards besides the free lunch percent or free and reduced price lunch percent be used to
measure students at educational risk?

» In terms of State Aid,

v" The Regents proposed emphasis on student need is roughly on a par with the

- treatment of need in other states’ funding formulas. Given the poor student
achievement in school districts with concentrations of poverty, and the, strong
correlation between poverty, spending and achievement, the Regents should
consider the possibility of increasing this emphasis.

v If the State wishes to provide State Aid for at-risk students it can provide either an
explicit or implicit weight for such students. The literature suggests a weighting
between 1.0 and 1.6 is appropriate. States that increased their commitment to at-risk
pupils in recent years have tended to provide a weighting of about 1.0.

Or, the State could provide an implicit weighting for at-risk pupils. This strategy does not specifically
weight such students. Rather, it provides a designated percentage of Operating Aid(s) to districts for at-

risk students.
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An Exploratory Study On Understanding the
Relationships among Student Need, Expenditures
and Academic Performance

For the second consecutive year, the New York State Education Department (NYSED)
has analyzed relationships among student need (as measured by the percent of pupils
eligible for a free lunch), instructional expenditures per pupil and academic performance
(as measured by results of the Fourth Grade English Language Arts (ELA) exam. The
studies were designed to provide preliminary insight into the relationships that exist

~ among student need, expenditures and academic performance. They have not been

designed to provide final answers.

Last year's study using need-resource capacity categories (NRCs), developed by the
NYSED as the unit of analysis, demonstrated that as the free lunch percent increases,
expenditures per pupil (after adjusting for regional cost and student need) and academic
performance tend to decrease. The need-resource capacity categories are: New York
City; Other Large Cities (Syracuse, Yonkers, Buffalo and Rochester), hereafter, this
category will be referred to as the Big 4; High Need Urban-Suburban D;strzcts High

Need Rural Districts; Average Need Districts; and Low Need Districts.

Although generally well received, several issues were raised about the report's findings.
For example:

v' Were the findings a one-time phenomenon or representative of an enduring
pattern?

v Could similar results be found if aggregations other than the need -resource
capacity categories had been used?

For these reasons it was decided to:
" 1) Update the study to see if last year’s findings could be replicated,;

2) Provide additional analysis on aggregations other than the need-resource
capacity categories; and

3) Toinclude, when appropriate, variables not analyzed in the original report.

Purpose

Figure 1 illustrates why this research study was originally conceived. The figure displays

the mean value on the 2001-02 Fourth Grade ELA test and shows that academic
performance was dramatically different among need-resource capacity categories
developed by the State Education Department.
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Figure 1 raises a number of questions concerning academic performance and efforts to
improve academic performance.

These questions include:

= Why does academic performance vary so much by need-resource
category? :

» Does the pattern of spending for instruction differ according to need?
Among districts of differing need, are the patterns of instructional
expenditures similar or different? )

- = Do high need districts spend more or less per pupil on instruction than
low or average need districts?

= Since the district categories displayed in Figure 1 are based on need,
this suggests that perhaps student need should be addressed. But,
how do we quantify student need?

The purpose of this report is to begin to address these questions. The goal was not S0
much to develop definitive answers, but rather to gain insight into the relationships that
exist among student need, expenditures and academic performance.

Methodology

in developing the methodology for this study, a number of important issues had to be
addressed. These issues are described below. .

Defining Need. The Board of Regents has in recent years emphasized the importance
of student need. But this concern raises two issues from the perspective of this study.

The issues are:

1. How can student need be best measured?

2. Should the pupil count be adjusted to reflect need? If it should, then what
adjustment(s) are needed? In school finance terms, this can be conceptualized

- as providing a weighting for needy pupils.

Measuring Need. For this study, an assessment of student need that was independent
of student performance was desired. This meant that the measure chosen would most
likely be an indicator of socioeconomic status (SES) and would be concerned with
measuring poverty. The only poverty indicators updated annually and easily available

at the district level are:

= The percent of K-6 students eligible for a free lunch; or

» The percent of K-6 students eligible for a free or reduced-price lunch.



The results of using either measure are similar. Since the free lunch percent was used
in last year's study, it was decided to use the 2001-02 free lunch percent as the
indicator of need for this study. It should be noted that some educational consultants
specializing in estimating the cost of educational adequacy have suggested using
additional measures beyond free and reduced lunch percents as indicators of student
need."! For districts that did not offer a free lunch program, an alternative measure of
need was developed based on preliminary Census 2000 data. The alternative measure
was the percent of 5- to 17-year-olds in poverty. '

Developing a Need Weighting. To incorporate “need” into a student count requires
the development of a weighting. In school finance, the term weighting is usually
associated with the quantification of the extra costs associated with providing a
specified service. For this study, however, weighting should also be considered as an
indicator of the need for additional services. This immediately raises the question of
what is the appropriate weighting for need. In seeking guidance for a suitable need
weighting, we have two sources -- the research literature and existing practice.

William Clune is in many ways the individual most responsible for starting the'adequécy
movement in education research. Clune suggested that adequately educating "need":
pupils on average costs about twice as much as for other pupils.??

The research on the appropriate weighting for at-risk pupils has grown substantially in
recent years. The research has been of three types. These types are:

1. Statistical studies in which data (both inputs and outcomes) are statistically
analyzed and a cost of adequately educating at-risk students is calculated:

2. Empirical studies in which the academic and staffing practices of successful
schools and/or districts are ascertained. A cost for such practices is then
determined and compared with the cost of general education students: and -

3. Professional judgment studies in which experts are asked to develop
appropriate practices such as class size and staffing patterns. The costs of -
implementing such practices for at-risk students are. then ascertained and
compared to the practices of educating general education students.

Reschovsky and Imazeki estimated that the cost of educating a poverty student was
159 percent of the cost of educating a regular student. Their findings suggest that

"M Management Analysis & Planning Inc. Wyoming Education Finance-: Estimating the Cost of Services
for “At-Risk” Students. Submitted to the Wyoming State Legislature. 2002.

2 William H. Clune. The Shift from Equity to Adequacy in School Finance. June 1993. Also published
in Vol. 8 Educational Policy No. 376, 1994.
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formulas used by states which emplosy weights for poverty tend to underestimate the
true costs of educating poor children.’

Peternick and others*™® indicated the desirability of adjusting expenditures per pupil to
reflect differences in costs and student need although the need weightings suggested

- were lower than those suggested in other research. The New Ohio Institute

recommended a class size of 12 in K-4 classrooms in high poverty areas.’® This would
indicate a weighting of approximately 0.8 for at-risk students in New York.

William Duncombe of Syracuse University conducted a statistical study examining New

" York State school districts. In his study, Duncombe found that the appropriate weighting

for pupils in need was approximately 1.0.5°!

In recent years, Maryland has sought to provide an adequate education. As part of the
process, the State appointed a commission to recommend changes to Maryland's
system of school finance. Consultants using empirical and professional judgment
studies provided data to the commission that indicated economicaily disadvantaged
pupils should have a weighting of 1.39. Due to double counting of poverty pupils and
limited English proficient (LEP) pupils, the Commission refined this estimate and
ultimately recommended a 1.10 weighting for economically disadvantaged pupils.””!

The practices of states concerning the weighting of poverty or at-risk pupils is another
source to consider in attempting to determine the appropriate weighting for such
students. Carey described the practices of states as of the 2001-02 school year.®®! He
found 38 states in 2001-02 distributed some education aid on the basis of poverty: 20
states based some or all of their funding on the use of free and reduced eligible
students and 10 states used onfy the number of students eligible for a free lunch.

Carey also found that the funding level for poverty-based education aid varied widely
among the states and in his view was often more a reflection of available resources
than of the actual costs of educatihg such children. He calculated for 2001-02 that

] Andrew Reschovsky and Jennifer limazeki. The Development of School Finance Fomulas to
Guarantee the Provision of Adequate Education to Low-Income Students. Developments in School
Finance 1987. National Center for Education Statistics, 1997.

* Lauri Peternick, Becky A. Smerdon, William Fowler and David Monk. Using Cost and Need
Adjustments to Improve the Measurement of School Finance Equity. Developments in School Finance
1897, 151-168. ‘

%l New Ohio Institute. Getting What You Pay For: The Right Way To Improve K-12 Public Education in

Ohio. March 1997, hitp://www.newohio.crg/getting.htm

551 William Duncombe. CPR Working Paper Series No. 44: Estimating the Cost of An Adequate Education
in New Yark. Syracuse, New York. February 2002. hitpYwww-cpr.maxwell.syr.edu

' Commission on Education, Finance, Equity and Excellence: Final Report. Office of Policy Analysis,
Department of Legislative Services. Annapolis, Maryland. 2002, '

http.//miis. state.md. us/other/educationffinal/2002_final_report.pdf

%(]) Kevin Carey. State Poverty-Based Education Programs: A Survey of Current Programs and Options
for Improvement. Center on Budget and Policy Priorities. 2002. http://www.cbpp.org
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poverty-based aid ranged from 1.9 percent to 58.7 percent of the average per pupil
funding level for all students with a national average of 17.2 percent. Carey indicated
that this seems to be low, given research that indicates the actual cost of educating
poverty students is at least 100 percent higher than the cost of educating non-poverty

students.

Since the 2001-02 school year, however, the picture concerning weightings for poverty
or at-risk pupils is changing. For example, New Hampshire's system of school finance
was found to be unconstitutional. As part of its response to the court order, New
Hampshire in 2002 funded adequacy aid. Included in this aid is a variable weighting of
up to 1.0 for districts with a percent of ellglble free and reduced price lunch students
greater than 85 percent of the State average.”™ Thus, only districts with a poverty rate
greater than a specified concentration factor.are eligible for this weighting. :

The State of Wyoming also has been faced with a court decision declaring its system of
school finance to be unconstitutional. As its part of its response to the court order,
Wyoming must ensure the resources necessary to deliver the proper education or
"basket of goods and services" to each student. For the most part this basket of goods
and services is determined through a model commonly referred to as the MAP
(Management Analysis & Planning Inc.) model and is statutorily defined as the
Education Resource Block Grant Model. As part of the model, additional resources are
made available for students who are at risk of failing to make adequate academic
progress. The number of such students is estimated using the percent of students .
eligible for a free or reduced price lunch or who have limited proficiency in English. The
model provides a weighting of up to 0.25 for at-risk students depending on the
concentration of such students above the statewide average.'%'?

In 2002, Maryland passed Chapter 288 (Senate Bill 856), which reformed the system of
school finance. Although Maryland did not accept the actual recommendation of the
Commission on Education, Finance, Equity and Excellence of a weighting of 1.10 for

poverty pupils, it did enact a weighting of 0.97 for such pupils."

For this report, it was decided to weight need pupils at 1.0. This weighting tends to be in
the lower end of the weightings suggested by the literature but at the upper end of the
need weightings enacted by states. To determine the number of students in need, the
pupil count of a district (Duplicated Combined Adjusted Average Daily Membership or
DCAADM) was multiplied by the K-6 free lunch percent. The students in need were
then added to the original DCAADM count to create a need adjusted pupil count,

INew Hampshire State Education Department. SB140 - Effective July 17, 2002.

www.ed.state.nh.us/ReportsandStatistics/state%20Aid/Adeq%20Aid/sb140.htm

19019 Wyoming Education Department. School Finance Narrative-Map Model: Revised for 2002 Changes.
hitp:/iwww.k12wy.us! FINANCEIDocs/Financenarrativeshortupdated.doc

nan http://miis state.md.us/2002rs/billfile/sb0856.htm
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Measuring Academic Performance. Academic performance was measured using the
results of the 2001-02 Elementary English Language Arts exam. This exam was
chosen as the indicator of academic performance primarily because data exists for

~ virtually every district in the State. Data were analyzed only for districts with a minimum

of five valid scores;'™'? thus, data for 673 districts were analyzed for the study. A mean
score was determined for the districts in an aggregation.

Instructional Expenditures per Pupil Unit. Four different expenditure per pupil
calculations were developed by the study. The first expenditure per pupil measure used
in the study was instructional expenditures per pupil. [nstructional expenditures consist

- ‘of the costs associated with maintaining the instructional program of a district (including

costs for building level administration, supervision and curriculum development) divided
by a pupil count. The pupil count used for the calculation was Duplicated Combined
Adjusted Average Daily Membership or DCAADM, which was chosen because it is
viewed as the best measurement of students for whom a district makes expenditures.
For aggregations, a mean instructional expenditure per pupil was calculated (sum of

- district expenditures per pupil divided by the number of districts}). Since no adjustment

for cost or need was made for this calculation, it will sometimes be referred to in the
report as unadjusted instructional expenditures per pupil.

Cost-Adjusted Instructional Expenditures per Pupil. For approximately 20
years'-''° State commissions have recommended the use of a cost index to better
reflect the actual spending patterns of districts. For this study, the cost index previously
proposed by the Board of Regents will be used." A district's instructional
expenditures will be divided by the cost index of its region to yield a cost adjusted
instructional expenditure, which will then be divided by the district's DCAADM count.
For aggregations, a mean instructional expenditure per pupil was calculated (sum of
district expenditures per pupil divided by the number of districts). :

Need- and Cost-Adjusted Instructional Expenditures per Pupil. The third
expenditure per pupil calculated for the study was need- and cost-adjusted instructional
expenditures per pupil. For a district, cost-adjusted instructional expenditures were
divided by a need-adjusted DCAADM pupil count. The study used the pupils eligible for
a free lunch as a proxy for need. To determine the number of students in need, the
pupil count of a district (DCAADM) was multiplied by the K-6 free lunch percent. The
result was an estimated need count. The estimated students in need were added to the
DCAADM count to create a need adjusted pupil count. This procedure meant that the

12121 Only seven districts {including four central high districts for grades 7-12) were excluded from the
study.
¥ The Report and Recommendations of The New York State Task Force on Equity and Excellence in

Education. Albany, N:Ys, February 1982. The New York State Temporary State Commission on the
Distribution of State Aid to Local School Districts. Funding For Fairness. Albany, NY, December 1988.

I New York State Education Department. /mproving the Formulas to Help Students Meet State
Learning Standards: The Regents Proposal on State Aid to School Districts for School Year 2002-03.

Albany, New York: December 2001. http://www.emsc.nysed.gov/stateaidworkgroup
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estimated need pupils received an additional weighting of 1.0. For aggregations, a
mean need-and cost-adjusted instructional expenditures per pupil was calculated.

Figure 2 shows the differences among the three expenditure per pupil amounts just
defined for the Urban-Suburban High Need districts and the Rural High Need districts.
When no adjustment is made for cost or need, the urban-suburban districts spend
approximately $1,100 more than rural districts. However, after expenditures are
adjusted for regional cost, the two need-resource capacity categories spend within five
dollars per pupil. After adjusting the pupil count to reflect the free lunch percent, the
urban-suburban districts spend about $600 less per student than thelr high need rural

counterparts

Need- and Cost-Adjusted (FRPL) Instructional Expenditures per Pupil. The final
expenditure per pupil calculated for the study was need and cost-adjusted (FRPL)
instructional expenditures per pupil. This item was similar to the expenditure per pupil
just described above. The only difference was that the percent of K-6 enroliment
eligible for a free and reduced price lunch was used in place of the percent eligible for a
free lunch as the proxy for student need. This item was not used in any need-resource

capacity categories analysis.

A Different Path. The goal of the study is to develop insights into the relationships that:
exist among expenditures, student need and academic performance. Since this study
will journey down a research path that has seldom been traveled, it will focus on the
relationships that exist at the aggregated level. By doing so, broad trends will be able to
be highlighted. The reader, however, should be aware that these aggregations are not
monolithic in nature but are composed of districts that are quite diverse. Individual
district behavior will not be captured in this study.
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Need and Academic Performance

Figure 3 shows that major differences in the percent of pupils eligible for a free lunch
exist among the need-resource categories. The figure shows: ‘

Low need districts (3 percent) and average need districts (17
percent) had noticeably lower percentages of pupils eligible for a free
lunch than the other need-resource categories;

High need rural districts had a K-6 free lunch percent (31 percent)
that was double that of average need districts;

High need urban-suburban districts had approximately one out of
every two K-6 pupils (50 percent) eligible for a free lunch:

Big 4 districts (68 percent) and New York City (75 percent) had two-
thirds to three-fourths of their K-6 students eligible for a free lunch; and

Figure 3 displaying pupil poverty is the mirror image of Figure 1,
which displays pupil achievement. '
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Figure 3: 2001-02 Free Lunch % (Mean ) by School District Heed-Resowrce Category
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Figure 3 illustrates the large variation in student need across school districts in New
York State. Low and average need districts, which constitute approximately 70 percent
of the districts and 45 percent of the students in New York State, have relatively low -
student poverty. Conversely, high need districts, which have high rates of student
poverty, constitute 30 percent of the State’s school districts and 55 percent of the

State’s pupils.

The free lunch percent is importént in understanding the academic performance of
districts. The correlation or relationship between the free lunch percent and the mean
score of districts on the Elementary English Language Arts (ELA) exam was -0.64.

This means that, as the percent of K-6 students eligible for a free lunch increases, test
performance tends to decline. More than 40 percent of the variance in academic
performance can be explained by the free lunch percent.’®'® Hereafter, scores on the
Elementary ELA will be referred to as academic performance.

1*'3) The free and reduced price lunch percent had an even higher correlation with academic performance
on the 4™ Grade ELA exam (-0.68).
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Do School Districts Grouped by Need-Resource Categories Differ in the Percent
of Expenditures Devoted to Instruction?

- Perhaps the need-resource categories differ in terms of the proportion of expenditures

spent on providing the instructional program. Two possibilites seemed particularly
likely. They were:

1. 1. Higher need districts might designate a noticeably lower
percentage of their expenditures to the instructional program, given
that academic performance tends to be lower in high need districts; or

2. 2. Higher need districts might designate a noticeably higher
percentage of their expenditures to the instructional program in an
effort to compensate for student need.

Last year’s report found that all of the need-resource categories spent approximately
three-fourth of their expenditures on providing the instructional program and any

“differences between the need-resource categories in the percent that instructional

expenditures are of total expenditures appeared to be minimal. The 2000-01 data
appear to indicate that high need urban and low need districts devote a higher
proportion of their total expenditures to the instructional program. '

Figure 4 shows:

¢« +  New York City had the highest proportion of expenditures devoted to
instruction (82 percent). This represents a major increase from the previous
year when the City spent approximately 78 percent of its expenditures for the
instructional program; %8 angd |

e - High need urban-suburban districts, low need districts and the Big 4
districts spent at least 77 percent of their total expenditures on the
instructional program. Average need districts and high need rural districts
spent the lowest proportion of their expenditures on instruction.

The percent instructional expenditures are of total expenditures was correlated with
academic performance. The correlation was 0.21 indicating that a weak relationship did
exist and that there is a tendency for academic performance to improve as the
instructional program share of the total budget increased.

Since the need-resource categories tend on average to devote approximately the same
proportion of expenditures to the instructional program, we seem no closer to explaining
why educational outcomes vary so much among the need-resource categories.
Perhaps major spending differences exist and can help explain the variation in
academic performance.

%1 An increase of four percentage points is quite large. Data will need to be carefully reviewed for
several years to determine if the 2000-01 increase was a one-time occurrence or constitutes a significant
change in the funding priorities of New York City.
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Unadjusted Instructional Expenditures Per Pupil

Figure 5-is based on the traditional approach of analyzing the relationship between
expenditures per pupil (i.e., some expenditure amount reported by districts) divided by a
head count of pupils. This approach ignores regional cost and student need. Figure 5
displays the average instructional expenditures per pupil (unadjusted) for each of the
need-resource categories. The figure shows:

High need rural districts had the lowest average instructional expenditures
per pupil;

New York City had the third highest instructional expenditures per pupil
average among the need-resource categories (approximately $11 per pupil
more than the high need urban suburban districts and more than $800 higher

than high need rural districts);

Big 4 districts had instructional expenditures per pupil that were exceeded
only by the low need districts; and




e - Low need districts spent over $1,700 per pupil more than the Big 4
districts on instructional expenditures

Figure 5: 200102 Mean Instructional E gpenditures’ Pupil
(Unadjusted) by School District Heed-Resowce Cateqory
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Figure 6 displays both the average instructional expenditures per pupil and academic
performance. It is difficult to ascertain any discernable pattern concerning expenditures

per pupil and academic performance.

Table 1 displays correlations of selected data items with academic performance. The
correlation of instructional expenditures per pupil with academic performance was 0.35.
Income per pupil had a stronger relationship with academic performance than did
property per pupil and the Combined Wealth Ratio. The free and reduced price lunch
percent had the strongest relationship (- 0.68) with 2001-02 academic performance of
any of the variables shown in Table 1. The free lunch percent had the second strongest
relationship (- 0.64) followed by the percent of 5-17 year-olds in poverty (-0.62) from the

2000 Census.

One might conclude from the evidence just presented that expenditures per pupil don’t
really matter in terms of the academic performance of a district. Such a conclusion will
be shown to be erroneous.



Cost Adjusted Instructional Expenditures Per Pupil

)

"' The previous section did not address the issue of variation in the regional cost of
education, Table 2 displays 2000-01 regional cost adjusted instructional expenditures
per pupil unit. The regional cost adjustment used was the Regional Cost Index

previously proposed by the Board

Figure & 200001 instructional Expendifures per Pupil (Unadjusted) and 2001-02 Acadcmic
Pesformance by School District Heed-Resowrce Category
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Table 1: Correlation of Selected Data Items with 2001-02 Academic Performance

Item Correlation
2000-01 Instructional Expenditures per Pupil +.35
2000-01 Instructional Expenditures as a Percent of Total Expenditures - o+.21
+.32

L’) Property Value per pupil for 2000-01 Operating Aid

4th Grack ELA Mean Score



Income per bupi! for 2000-01 Operating Aid + .60
. Combihed Wealth Ratio + .44
Cost Adjusted !nstructional Expenditures per Pupil +.06
Need Adjusted (Free Lunch) Expenditures per pupit +.53
Need and Cost Adjusted (Free Lunch) Expenditures per puhil . +.39
‘| Need and Cost Adjusted (Free and Reduced Lunch) Expenditures per pupil 7 +.47
Free Lunch % - .64
Free and Reduced Lunch % : - .68
5-17 Year-Olds In Poverty (2000 Census) | - 62

Table 2: 2000-01 Cost Adjusted Instructional Expenditures

Per Pupil by Need-Resource Category

Need-Resource Category Instructional Expenditures/Pupil
New York City , $6,040
Big 4 Districts | 7,531
High Need Urban Suburban | 7,140
High Need Rural 7,135
Average Need 6,650
Low Need _ ‘ 7,813

of Regents. Table 2 shows that after adjusting for regional cost differences:

¢ - (osts among need-resource categories do not vary as much as displayed
in Figure 5; '

e - New York City spent noticeably less in 2000-01 than the other need types;




Big 4 districts had the second highest instructional expenditures per pupil
among the need-resource categories;

- Average need districts have the lowest instructional expenditures per
pupil;

Low need districts-had the highest per pupil cost for instructional program;

and

High need rural and urban suburban districts had essentlally the same
expenditure level per pup||

Need Adjusted Instructional Expenditures Per Pupil

The unadjusted and cost-adjusted instructional expenditures per pupil described above
are relatively traditional methods for analyzing expenditures per pupil. In this section a
new way of analyzing expenditures per pupil will be discussed. .

Adjusting of the pupil count to reflect student need noticeably improves the

understanding of the relationships that exist among need, expenditure per- pupil and
student © performance..
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Experiditures Matter

Figure 7 displays the mean instructional expenditures (need and cost adjusted) per
pupit and the mean free lunch percent by need-resource category and shows that, as
need increases, instructional expenditures per pupil decline. Need and academic
performance are virtual mirror images of each other. -

Figure 8 displays need and cost adjusted instructional expenditures per pupil and

- academic performance by need-resource capacity. The figure shows that, as need- and’

cost-adjusted expenditures increase, academic performance increases. The figure also
shows that as need decreases, academic performance and instructional expenditures
per pupil increase. This figure clearly shows that need- and cost-adjusted expenditures
per pupil are an important component to understanding academic performance.

-Figure 9 demonstrates the importance of accduntlng for regional cost and eddcatlonal

need. After cost and pupil need are taken into account, expenditure patterns change
dramatically. For example:

e - New York City had unadjusted instructional expenditures per pupll that -
were $800 more than the average expenditure per pupil for average need
districts. However, after adjusting for inflation and pupil need, New York City
spent about $2,200 less per pupil than the average need districts; and '

e - Rural high need districts, with the lowest unadjusted expenditure per pupil,
after adjusting for inflation and pupil need spent more per pupil on the
instructional program than Big 4 districts, which had the second highest
unadjusted instructional -expenditures per pupil among the need-resource
categories. The Big 4 districts had the second lowest instructional expenditure
per pupil after adjusting for inflation and need.

Analysis by Deciles of Free Lunch Percent, Academic Performa-nce and Need and
Cost Adjusted Expenditures Per Pupil

For this report, it was decided to expand the analysis beyond the need-resource
categories. The purpose of the extended analysis was to ascertain if the patterns found
at the need-resource capacity categories’ level of .aggregation could be discerned at
other levels of aggregation. Districts were ranked and then grouped into deciles based
upon their free lunch percent, fourth grade academic performance and thelr need and

cost adjusted expenditures.

Free Lunch Percent. Districts were ranked from high to low on their free lunch percent.
The districts were then divided into 10 groups (deciles) with approximately the same
number of districts in each decile (67 or 68 districts). '




@

C

$5 000

Figure 7: 2000-01° Need & Cosf Adjusted Instructional Expenditures

per Pupil Unit {Mean) and 2001-02 Free Lunch % (Mean)
by School District Need-Resource Category

$8 D00

$7 060

$6 000

%4 000

$3000 T
$2000 T

$1000 T

L
¥

I
T

30

NYC

Big 4

HN-Urban
Suburban

HMN-Rural

Average Need '

Low Me



C

)
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Table 4 displays data on the free lunch percent, need and cost adjusted instructional
expenditures per pupil and academic performance. The table shows that the pattern of
expenditures and academic performance generally increases, as the free lunch percent
decreases. This exists at the need-resource capacity categories level, and was also
found at the decile of need level. It should be noted that the mean need and cost
expenditures per pupil of the second through the sixth decile were similar.

Figure 10 shows that, as the free lunch percent decreases, academic performance
increases. This pattern is similar to the pattern found at the need-resource capacity

categories level. ' :

Academic Performance. A second series of decile analyses was based on academic
performance. Districts were ranked from iow to high based on their mean score for the
4™ Grade ELA exam. The districts were then divided into 10 groups (deciles) with
approximately the same number of districts in each decile (67 or 68 districts).

Table & displays the free lunch percent, need and cost adjusted instructional
expenditures per pupil and academic performance by decile of academic performance.
The table shows the pattern of academic performance increasing as the free lunch
percent decreases, which was found when districts were analyzed at the need-resource
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capacity category level, was also true among the academic performance deciles.
Regarding need and cost adjusted expenditures per pupil increasing as the free lunch
percent declined, which was also found at the need-resource capacity categories level,
it appears that with the exception of the first decile this was generally

Table‘4: Selected Characteristics by Decile of Free Lunch Percent

Decile Free Lunch % Cost & Need Adj $/Pupil Mean
1 50% $4,876 653
2 34 _ 5,550 656
3 29 , - 5,463 658
4 25 . 5,679 | 658
5 21 ' 5,780 661 .
6 17 5,800 667.
7 13 5,939 ' '668
8 8 ' 6,301 672
9 5 _ 6,555 _ 681

10 _ 2 7,093 689




() Figure 10: Asthe Free Lunch % Decreases,
Academic Performance [mproves by Decile of Free Lunch %
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L) Table 5: Selected Characteristics by Decile of Academic Performance

Frea Lurch %

Decile | Free Lunch % Cost & Need Adj $/Pupil Mean
1 : 37% | $5,647 643
2 28 5,409 651
3 29 5470 656

- 4 27 : 5,632 659
5 20 5,509 ' 663
6 21 5,698 666
7 17 5,824 670
8 11 6,034 _ 675
9 10 6,313 - 683

10 4 7,424 1 690

L)
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true at the decile of academic performance level, although the mean need and cost
instructional expenditures per pupil do not vary as much as was found at the need-
resource capacity category level. '

Figure 11 displays free lunch percenf and academic performance data by deciles of
academic achievement. It clearly shows that as academic performance improves, the

free lunch percent declines.

Need and Cost Adjusted Instructional Expenditures Per Pupil. Districts were ranked
from low to high on their need- and cost-adjusted instructional expenditures per pupil.

- The districts were then divided into 10 groups (deciles) with approxmately the same

number of districts in each decile (67 or 68 districts).

Table 6 displays data on the free lunch percent, need- and cost-adjusted instructional
expenditures per pupil and academic performance. The table shows that the pattern of
expenditures and academic performance increasing, as the free lunch percent declines,
which was found at the need-resource capacity category level, was also found when
districts were grouped by spending per pupil. _
Figure 12 shows that, as need- and cost-adjusted instructional expenditures per pupil -
increased, academic performance tended to increase. The figure, however, also shows
that some deciles were able to achieve similar results to a decile with a lower free lunch
percent and higher expenditures. This would seem to indicate that the educational
effectiveness of the strategies and academic programs offered by a district are

important.
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Assessing an Ade'quate Education

The notion of an adequate education implies one that provides all students with the
opportunity- for & sound basic education, not one that goes beyond this particular
standard. As Justice DeGrasse explains in his decision, “the Education Article requires
a sound basic education, not one that is state of the art.” He further explains that "the
Court ‘repeatedly used the terms "adequate,” "basic,” and "minimally adequate" to

" describe the education to be provided to the State's public school students (State

Supreme Court Decision,719 N.Y.S.2d'475, January 9, 2001, p.15).”

" In reality, successful school distr_icté may prov'idé a sound ba's’ic education or they may

provide more. Many people agree that some successful school:districts, that is districts
that have the vast majority of students meeting State learning standards, provide more
than an adequate education. This is the result of a funding system that allows

commuriities to spend beyond a required minimum. L

- There is some direction in the research literéiure about how to target adequate

spending to districts. Staff have used this knowledge in formulating the Regents cost .
'study. John Augenblick conducted a study' for the State of Ohio in" which they .
“attempted to. establish instructionally adequate spending levels. “Once having identified
a pool of districts which did not exhibit extremes of wealth or spending and in which
students had met state measure performance criteria, a weighted per pupil revenue.
amount was constructed from among these eligible districts.” One hundred two of 607
Ohio school districts. were used for this adequacy standard. In the Regents study a -
larger sample was used: 232 of 677 school districts. o o

‘A 1996 cost studyz_colndu_cted'for linois Goverrior James Edwards and his Commission -
of Education Funding by Professor Bruce Cooper calculated a foundation level for
llinois school districts. He performed a series of filters: for poverty groups of school

districts, for student performance, and for districts whose per-pupil expenditures were -

below tHe State average. In the Regents cost study, the filters used were performance
and per-pupil expenditures in relation to the average for successful school districts.

sure in their cost study to identify those districts that .
are providing a sound basic education with few enrichments. The Regents 2004-05
school aid proposal assessed spending in the 50 percent lowest spending successful
districts, after applying regional cost and .pupil need adjustments, rather than in all
successful school districts. This is continued in the Regents 2007-08 proposal.

The Regents incorporated a mea

In order to better assess whether the higher spending group of school districts was
providing more than a sound basic education, we compared resource allocation and
programs between the two groups of successful school districts.

s study in J. Guthrie and R. Rothstein, Enabling *Adequacy’ to Achieve Reality.

! See a description of Augenblick’
‘Adequacy’to Achieve Reality.

2 See a description of Cooper’s study in J. Guthrie and R. Rothstein, Enabling



Expenditures of Successful School Districts

Number of Dsitricts
2

11 x 1

40
20
i $3,00010 $350010 460010 $45001t0 55.00010 5$5500t0 $6,000t0 3850010 7000t ST.SDDIo over $8,000
53500 $4,000 $4,500 1$5,000 ' 55,500 $8,000 $6,500 $7.000 $7.500

Per Pupil 2003-2005

" The first factor we examined was spending levels. Successful school dlstrlcts in the top

half of the spending distribution spent an average of 50 percent more. per pupil on -
general education instruction than successful school districts in the lower half. ‘Thisisa
substantial difference. Examining the range of spending shows further that spending of

the full group of successful districts varied substantially: from a low of $3,100 per pupil

to a high of $21,000 per pupll

skewed to the high_end. This led us to hypothesize that many of these districts were .
providing programs and services that went beyond the provision of a, sound basic
education, and to examine other programmatic and teacher characteristics to sort this
out. In this review, we found that the two groups of districts were similar on some

characteristics and different on others

The two groups of school districts were s;rnllar with respect to the following teacher

quality characteristics:
Years of experience

Percent that failed the first certification exam
Percent teaching outside of certification area
Permanent certification in all subjects

Percent with BA or iess _

Barron’s ranking of colleges attended

The two groups of districts were different with respect to the following characteristics:

In addition, as Figure X shows, the distribution of -
. spending of the 465 successful districts is not a normal distribution but-one that is -



-

Factor .
Teacher salaries

! Pupil-Teacher Ratio '

' Percent of teachers with a Master's

.- Degree and 30 credits or more

r

Enriched coUrsé offerings, including -
Advancec! Placement :

L

~ Amount of Difference

Regionally cost-adjusted salaries in the
higher spending group were 16 percent
more |
Lower spending group had 10 percent
more pupils to teachers

Proportion of teachers with this level of
education was twice as high in the
higher spending group

Higher spending districts had more
than 50 percent of enriched course
offerings per pupil

.. After a careful examlnatlon of characteristics of these two groups of successful school
- districts, we conclude that there is a meaningful difference between the two groups.

- The higher spending group has chosen to spend more by having lower pupil-teacher
ratios, paying higher teacher salaries for coursework taken, and offering more
Advanced Placement courses. We conclude that these districts have likewise chosen *
to offer more than a sound basic education and should be excluded from the sample of
school districts whose spending is used to estimate the cost of an adequate education.

Our sample remains the 232 school districts that meet the Regents performance criteria .
while spending below the median of spending for all successful school districts. C
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- foundation formula with four components:

Attachment A

The Regents Foundation Formula_
Determining the Proposed Foundation Amount

For the past three years, the centerpieée oflthé' Regents State 'Aid proposal has been a
‘ Foundation Aid =

- [Foundation Amount * Regional Cost Index * PL}pil Need Index] —-Expected Local
Contribution g ' : - .

" This report explains and updates the method for determining the Foundation Amount.

The Foundation Amount represents the cost of educating a student to New. York State

‘standards. It represents an education-oriented, research-based method for determining

State Aid needed to meet the standards rather than determining aid based on available
funding or on what districts got the year before. .

The Foundation Amount can be established by several methods. These include a
professional judgment method, statistical methods using complex regressien techniques

and an empirical approach known as the successful school districts -method. The
successful districts method, first used in the development of the Regents State Aid -
Proposal for 2004-05, is again proposed in the development of this year's proposal.’

With this approach, districts are identified which have already achieved a specified level
of student performance. Their spending levels are then used to estimate the level of
spending required to offer the opportunity for.an adequate education in other districts’
throughout the State. This method is relatively simple. The basic concept is easily

understood. It requires no new data gathering.

This month’s report is limited to the process of identifying districts that meet the success

O

standard. Expenditures of successful school districts will be used to calculate a new
Foundation Amount for use in the Regents 2007-08 State Aid proposal.

Calculating Student Performance for Successful School Districts

A simple formula is used to determine if school district expenditures are to be included
in estimating the Foundation Amount:

Sum of All Who Passed > 80%
Sum of All Students Tested -

' For a detailed discussion, see http://www.oms.nysed.gov/faru/Articles/SuccessfulSchools.html



. The Performance Criteria

School districts were considered successful for purposes of considering their
expenditures in the calculation of the Foundation Amount if they met the followmg

performance criteria:

80 percent passmg (Level 3 or 4 on the grade 4 tests; 65 or better on Regents ‘

7 tests

©Cocooe oo

'exams) . .

Grade 4 Engiish language arts : K
Grade 4 mathematics
Regents Earth Science ' ‘

'Regents Mathematics A

Regents Global History and Geography
Regents United States History and Government

Regents English '

3-year period (2002-03, 2003-04, 2004-05)

Results of 21 tests for most districts-

Results
r:) Four hundred- and sixty-five school districts had an average of 80 percent of _stqdenis

passing the seven State examinations over the three-year period. These are described .- -

in- the following table by Need/Resource Capacity Category of school districts. The
table also reports the average change for each district group from the analysis done
three .years ago. ThlS shows growth in student achlevement for all types of school

districts.
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New York State Education Department

Recognizing High Cost Factors in the Financing
of Public Education:

The Calculation of A Regional Cost Index

December, 2003

The State Aid Work Group

Executive Summary

The Regional Cost Index was developed in recognition of the geographic cost variations in
different areas of New York State. The index, which is based on the work of researchers for the
state of Oregon, uses median salaries in proféssional occupations that require similar credentials
to that of positions in the education field. These occupational titles typically require a bachelor’s
degree for employment at the entry level. The cost index was created from the wages of 63
professional, non-education occupations. Education-related titles were excluded to ensure that
the index measured labor market costs and not the tastes or control of school districts.

Professional Cost Index for New York State
by Labor Force Region (2003)
Labor Force Region Index Purchasing Power of $1,000
Value by Region
Capital District 1.168 $856
Southemn Tier 1.061 $943
Western New York 1.080 $926
Hudson Valley 1.359 $736
Long Island/NYC 1.496 $668
Finger Lakes 1.181 $847
Central New York 1.132 $883
Mohawk Valley 1.016 $984
North Country 1.000 $1,000




Methodology

Construction of the Index

In order to adjust for geographic variations in the cost of educational resources, the regional cost
index (RCJ) was generated following a methodology similar to one developed by Rothstein and
Smith1 for the state of Oregon. This involved the use of a statewide index based on median
salaries in professional occupations that require similar credentials to that of positions in the
education field. In particular, these titles represented categories for which employment at the
entry level typically requires a bachelor’s degree. The professional occupations selected for use

“in this index are based on a list of 94 occupational titles developed for use.in the state of Oregon.

Due to insufficient wage information, the previous RCI was based on 77 of the 94 occupational
titles used in the Oregon study. However, due to'a lack of employment data within many of New
York State’s ten Labor Force Regions, 63 titles were used for this edition of the RCI. The titles
used appear in Appendix A. In addition to those titles with missing data, the final list excluded
teachers, other educational positions and categories that tended to be restricted to federal and
state government, since the markets for teachers and for many government positions tend not to
be fully competitive. Education-related titles were also excluded in order to ensure that this index
be entirely a measure of labor market costs, and not be subject to the tastes or control of districts.
Therefore, we sought to measure genuine labor market costs, not the results of districts’ _
decisions to hire especially high quality teachers, or to influence the index value in later years by
choosing to pay more for staff. By basing the index on the wages earned in the labor market by
professionals with similar skills, we have created a measure of costs in the sector of the labor
market in which districts compete for teachers and staff, in each region of the State. Since
personnel salaries and benefits make up the vast majority of the costs faced by school districts,
the RCI allows for an individual to compare the buying power of the educational dollar in the

different labor force regions of the State

Selection of Occupational Titles

The data on which the RCI is based was made available through the New York State Department
of Labor. Since the prior edition of the RCI, the structure of the occupational title system has
been revised. This has resulted in the expansion of a number of titles. Through the use ofa
crosswalk provided by the Department of Labor, it was found that the 77 occupational titles used -
in the previous version of the RCI had increased to 105. However, due to a lack of employment:
data, a fair amount of the 105 titles were eliminated. In the end, 46 titles had both employment
and wage data, six were plugged with wage data, and an additional 11 employment titles were
plugged where data was available statewide and for nine of the ten labor force regions. In all, 63
occupational titles were used for this analysis. Fifty-five of these titles were direct matches with

the 77 titles used in the previous version of the RCL

1 This methodology is described in Rothstein, R., & Smith (1997). Adjusting Oregon
Education Expenditures for Regional Cost Differences: A Feasibility Study. Sacramento,

CA: Management Analysis & Planning Associates, L.L.C
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Statewide Median Wage

The first step in generating a regional cost adjustment from the list of 63 titles was to establish a
statewide median wage figure for which median wages in each labor force region could be
compared for indexing purposes.The statewide median wage was calculated by taking the total
number of employees in each of the 63 titles for the state as a whole for example, the total
number of people working in the title “pharmacist” across the state), and multiplying that amount
by the median annual wage for that title (15,103 pharmacists * $72,020). This result was then
summed for all titles, and then divided by the total number of employees in all 63 occupational
titles (972,073). This produced a weighted annual median wage of $65,189 for the professional

‘titles making up the index.

Title Weightings

It was important to avoid the possibility that the index could be skewed due to compositional
differences in the percentage distribution or mix of the individuals occupying the 63 selected
titles. Therefore, if professional wages in the titles selected were found to be identical in two
labor force regions, but 60 percent of the employees in region A occupied the 10 lowest salaries
titles (vs. a 10 percent employee representation in these lower salary titles in region B), a simple
summation of wages could lead to the erroneous conclusion that professional service costs were
far higher in region B than in region A. In short, “apparent” cost differences would be due totally
to differences in the title composition of the workforce, not to true wage differences in those

titles.

This problem was avoided by weighting the wage for each title based on the relative importance
of that title in the group of 63 titles statewide. Thus, in determining the regional differences in
median wage, we assume that the “mix” of jobs in each region is the same as the “mix” in the
state as a whole. These title weights were then applied to each region, therefore making the
distribution or service “mix” of titles a constant across the state. For example, if sales managers
made up 10% of the total number of employees statewide in the 63 titles, then a 0.10
compositional weighting was assigned to sales managers in every region. This title weighting
procedure thus imputes to every labor force region precisely the same mix of employees across

the 63 titles in every region.

Title weights were generated by dividing the statewide number of employees in a given title by
the total number of employees in the 63 titles of the index. For example, the number of
pharmacists statewide was 15,103, which was then divided by 972,073 (the total number of
workers in the state in these 63 titles). This yielded a title weight of 0.0155. (Since this was
performed for all the titles in the list, the sum of all title weightings equals one.)

Final Calculation of the Regional Index

Once the title weights were determined, they were incorporated into the data set for each of the
ten labor force regions. The median annual wage for each title was multiplied by the title weight.
This result was summed for all 63 titles, yielding a regional median wage. This regional median
was divided by the statewide weighted median professional service wage to yield the final
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professional service wage index for each region. These results were then normed on the North
Country.

When median wage data were missing for a title in a given region, two alternatives were
explored for “plugging” these holes. One method involved a simple substitution of the state
median wage for a given title for the missing wage information in a particular labor force region.
However, it was recognized that this method of wage attribution was biased “upward” (toward
the median) in low cost areas of the State, and biased downward in high cost areas of the State.
The alternative solution, which was selected, was based on the creation of a similar regional cost
index, using a smaller set of occupational titles (those titles, in which data was not missing in any

- region of the State, n=46). The smaller index, in conjunction with the statewide median salary

information for any occupational title that was lacking salary 1nformat10n in a specific region,
was used to estimate the missing regional salary item.

Data

While the list of professional occupations used to create the RCI was based on the work of
Rothstein and Smith in Oregon, the Bureau of Labor Statistics provided the wage data used in
the index. The wage data was obtained from the 2001 Occupational Employment Statistics '
(OES) Survey, which allows employers to report the number of employees and wages for each
title they employ. The United States Department of Labor has noted, “Establishment surveys
have little information on the demographics of their employees, but...wages and earnings tend to
be more accurately reported in establishment surveys as they are based upon administrative
records rather than recall by respondents. .. These factors make establishment data the natural

choice...2”

The data from the 2001 Occupational Employment Survey for New York State was made
available to the staff of the New York State Education Department through the New York State
Department of Labor. Therefore, data was provided for all of the 671 occupational titles in each
of the ten labor force regions in New York State, as well as a statewide total for all titles. The
wage data obtained from the OES is based on “straight-time, gross pay, exclusive of premium

* pay. Base rate, cost-of-living allowances, guaranteed pay, hazardous-duty pay, incentive pay

including commissions and production bonuses, tips, and on-call pay are included. Excluded are
back pay, jury duty pay, overtime pay, severance pay, shift differentials, nonproduction bonuses,
employer cost of supplementary benefits, and tuition reimbursements.”3

The Bureau of Labor Statistics develops its estimates through the use of an annual mail survey of
about one-third of the establishments state- (and nation-) wide in occupational groups such as:
business and financial operations; transportation and material moving; personal care and service;

2 See U.S. Department of Labor, “Interarea Comparison of Compensation and Prices”,
Report on the American Workforce, 1997, pp.69-97.

3 United States Department of Labor’s Bureau of Labor Statistics Website. Techniéal
Notes for 2001 OES Estimates. (http://www stats.bls.gov/oes/2001/oes_tec.htm)
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architecture and engineering; office and administrative support; and management.4 The survey
is repeated in a three-year cycle, whereas the cycle continues, data from the third of
establishments surveyed in current years builds on previous years’ data, in a process called wage
updating. This results in detailed and precise estimates of wage levels even in small job
categories or geographic regions. In the fourth year, the survey cycle starts over.

Since wage data is built-up over a three-year period, the approx1mat10ns of wages become
increasingly accurate and most precise in the third year. This year’s index calculations are based
on the most accurate data-year in the cycle, and thus i 1nsp1re confidence that the results are a
good representation of the variation in professional service costs around the state. The triennial
nature of the data suggests that the RCI need only be updated in those years for which the most

accurate data in the cycle are available.

It should be noted that the index results for New York City and Long Island were combined. A
single median wage was calculated for this labor force area, because there is evidence that these
two areas actually function as a smgle labor market region. With professionals, especially those
in the education professions, moving to jobs across the lines between New York City and Long
Island, it is necessary to consider this entire region as a single area, with similar wage costs.

Regional Cost Index Variation by District Type and Need

In order to gain a greater understanding of the RCI, several analyses were conducted to measure
the index in relation to school district type and need. As seen in Chart 1, school districts in the
downstate region have higher labor costs when compared to other areas of the state. For
example, with a median cost index value of 1.359, the labor costs of downstate small cities are
25.8 percent higher than their upstate counterparts. The difference in labor costs between the
upstate and downstate regions are further displayed when examining suburban school districts.
The purchasing power of downstate suburban districts was found to be 75.7 percent of upstate
suburban districts. Therefore, every dollar spent to purchase goods and services in upstate
suburban districts purchases 76 cents worth of these services in the downstate suburban areas.

As we shift our focus from district type to an examination of district need/fiscal capacity5 in
relation to the RCI, we find that an interesting relationship exists. As shown in the decile table
below, as need/fiscal capacity worsened districts are generally more likely to experience lower
labor market costs. However, with its high pupil need and average wealth, New York City,
which would be situated in the ninth decile, shares the same high labor costs as low need districts
in the first decile. Therefore, for districts such as New York City, recognition of both labor

market differences and need become important.

4 Toid

5[5] The need/fiscal capacity index consists of an extraordinary needs index without
sparsity, divided by the Combined Wealth Ratio. The need/fiscal capacity index is
similar to the need/resource index in that it provides a measure of pupil need in relation to

district wealth.
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Chart B.
_ Median Regional Cost Index by Heed/Fiscal Capacity Index Decile?
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To further explore those districts that are located in high cost areas, have high pupil need, and
whose wealth capacity is adequate, an additional analysis was conducted to examine regional
cost by district need/resource capacity. As seen in Chart C, while low need-high wealth districts
share the same high labor market costs as New York City, rural districts have the lowest regional

costs when compared to the other categories of need.



'Chaljt C.
Median Regiomal Cost Irkdex by Heed Resource Category
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It is also found that urban/suburban high need districts also have high costs. Since these districts
operate in the same high cost labor market as their neighbors with more resources, they are
unable to pay market rates. This creates difficulties for urban/suburban districts that seek to hire
and retain highly qualified educators that can assist high-need student populations in meeting

academic standards.

The variation in regional costs when comparing different types of districts shows that high costs
are problematic in both high and low wealth areas. While the lowest cost areas of New York
State tend to be rural, where salaries and the overall cost of living is lower, high cost areas are
much more diverse. We have found that some of the wealthiest districts in the State are in high
cost regions, yet some of the poorest districts face very high costs as well.

Alternative Methods of Calculating Regional Costs

There are several possible methods for developing an index to adjust for geographic variations in
the cost of labor. Rothstein and Smith recommend the method used above in their work dealing
with the state of Oregon. The Rothstein and Smith method, along with other methods that will be
discussed below, are all designed to do the same thing — namely, to control for specific atiributes
of the goods and services being purchased, so that valid inter-area cost comparisons can be

made. A brief description of each method follows:



Statewide Wage Index

.Rothstein and Smith (1997) base their index on the claim that unlike the past, when teachers

were predominantly female and underpaid, salaries have increased and the teacher labor market
has become a part of a broader labor pool of college educated, professional workers. Other
professionals in this group include accountants, health professionals, and managers. '

Rothstein et al. suggest that insight into the regional variation in teacher cost can be gained by
examining the regional variation in salary of other professionals within the broader competitive
labor market of similarly educated and salaried individuals. Indeed, they argue that in many

© communities, the overwhelming majority of teachers are employed by (and thus costs controlled

by) a single agency or a very few agencies — in effect, these agencies dominate the market for the
purchase of educational components. In this market situation, one purchaser can heavily
influence the expenditures/costs of professional compensation; therefore, it is more appropriate
to use salaries of non-teacher professionals (which are subject to free market conditions) as the
basis for price estimation. Since school districts have no control over the salary scales of other
professwns in their geographic area, a cost adjustment based on reglonal variations in these
salaries is more likely to represent an accurate reflection of true variations in cost as opposed to

factors under the direction of school districts.

Rothstein and Smith acknowledge that their index is focused mainly on labor costs, and that it
does not take into account variations in non-labor inputs to education. They argue that this is
acceptable because the vast majority of school expenses are for compensation of staff. (They .
estimate the percentage at around 85% of total costs.) Rothstein and Smith suggest that the index
multiplier could be applied to the portion of school aid that is directly applied to salaries. These
include 85% of operating aid, the total aid in categories that are focused on teachers and teacher

improvement, and the proper proportion of other categorical aids.

A strong point of this index that Rothstein and Smith do not mention, but which is nevertheless
important, is the fact than an index of wages is relatively easy to explain to policymakers, district
leaders, teachers, parents and other interested parties. In addition, the data is easy to obtain, the
calculations are simple and as discussed above, this index yields fairly stable results that only
need to be recalculated every three years. These characteristics, as well as the focus on market
wages and the fact that it is not subject to district control, provide an extremely practical means
of calculating the differences in regional costs. Therefore, this method was viewed as an
appropriate choice in which to adjust for regional cost differences. ' '

Consumer Price Index

Rothstein and Smith also suggest the use of the Consumer Price Index (CPI). In fact, they
suggest that the CPI might be used alongside the RCI method to increase the precision of
the measure. However, Rothstein and Smith also acknowledge serious limitations on the
use of a CPI measure to determine regional costs. The first problem is that this
information is collected on a different geographical basis than the wage data, making
comparisons difficult. Should New York attempt to collect the price data based on its
own internal regions, the cost would be prohibitive. In addition, the costs faced by school
districts would be difficult to measure, since such precise local data is-hard to collect. The



CPI has been criticized for failing to incorporate new shopping patterns, and to account
for differences in cost due to taste. Since shopping patterns and tastes for quality vary

significantly around the State, it would be difficult to avoid confounding differences in
shopping patterns with differences in cost. The method of calculating the RCI that was

selected successfully avoids these problems.

Hedonic Wage Index

Chambers and Fowler (1995) suggest another type of cost index of teaching. This is
based on a hedonic wage model that considers relevant conditions that may attract -
workers to a certain geographic area or certain positions. This cost adjustment uses a
comprehensive statistical analysis (typically a series of hedonic equations) which predict
the market price or wage compensation that would occur if certain personal
characteristics of teachers, variations in local amenities, and job environment factors
were presumed to be the same in each local geographic area. This method requires -
complex calculations and would be difficult to explain to decision-makers. In addition,
the selection of relevant characteristics on which to measure districts and teachers could
be open to significant political debate. The Rothstein and Smith method is preferred for

its objectivity and simplicity.
Occupational Titles Used for the Regional Cost Index

Chief Executives

General and Operations Managers

Advertising and Promotions Managers

Marketing Managers

Sales Managers

Public Relations Managers

Administrative Services Managers

Computer and Information Systems Managers
Financial Managers

10. Human Resources Managers

11. Industrial Production Managers

12. Purchasing Managers

13. Transportation, Storage, and Distribution Managers
14. Construction Managers

15. Engineering Managers

16. Medical and Health Services Managers

17. Prbperty, Real Estate, and Community Association Managers

e - N
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18. Social and Community Service Managers

19. Purchasing Agents, Except Wholesale, Retail, and Farm Products

20. Cost Estimators ’
21. Employment, Recruitment, and Placement Specialists

22. Compensation, Benefits, and Job Analysis Specialists
23. Training and Development Specialists '
24. Management Analysts

25. Accountants and Auditors

26.Budget Analysts

27.Financial Analysts

28. Loan Officers

~ 29. Computer Programmers

30. Computer Systems Analysts

31.Network and Computer Systems Administrators
32.Civil Engineers

33, Electrical Engineers

34. Industrial Engineers

35.Mechanical Engineers

36. Civil Engineering Technicians

37. Electrical and Electronic Engineering Technicians
38. Environmental Scientists and Specialists, Including Health
39. Market Research Analysts |

40, Clinical, Counseling, and School Psychologlsts
41.Urban and Regional Planners

42. Substance Abuse and Behavioral Disorder Counselors
43.Rehabilitation Counselors

44, Child, Family, and School Social Workers

45, Medical and Public Health Social Workers
46.Mental Health and Substance Abuse Social Workers
47.Librarians

48. Multi-Media Artists and Animators

49, Graphic Designers

50.Public Relations Specialists

51. Writers and Authors

52.Dietitians and Nufritionists

53.Pharmacists



54.Physician Assistants

55. Physical Therapists

56.Recreational Therapists

57. Speech-Language Pathologists

58.Medical and Clinical Laboratory Technologists
59.Medical and Clinical Laboratory Techmc1ans
60. Police and Sheriff's Patrol Officers
61.Recreation Workers

62. Residential Advisors

63. Interviewers, Except Eligibility and Loan



THA /o



Methodology

b

" Construction of the Index

In order to adjust for geographic variations in the cost of educational resources, the
regional cost index (RCI) was generated following a methodology similar to one
developed by Rothstein and Smith! for the state of Oregon. This involved the use of a
statewide index based on median salaries in professional occupations that require
'similar credentials to that of positions in the education field. In particular, these fitles
represented categories for which employment at the entry level typically requires a
.bachelor's degree. The professional occupations selected for use. in this: index are

based on a list of 94 occupational titles devéloped for use in' the state of Oregon:

The previous RCI was based on 63 of the 94 occupational titles used in the Oregon
study.2 However, due to a lack of employment data within many of New York State’s 10
Labor Force Regions, 59 titles were used for this edition of the RCI. The titles used
appear in Appendix A. In addition to those titles with missing data, the final list excluded
teachers, other educational positions' and categories that tended to be restricted to

" federal and state government, since the markets for teachers and for many government

positions tend not to be fully competitive. Education-related titles were also excluded in

" order to ensure that this index be entirely a measure of labor market costs, and not be

subject to the tastes or control of districts. Therefore, we sought to measure genuine *
labor market costs, not the results of districts’ decisions to hire especially high quality
teachers, or to influence the index value in later years by choosing to pay more for staff.

By basing the index on the wages earned in the labor market by professionals with

similar skills, we have created a measure of costs in the sector of the labor market in =

which districts compete for teachers and staff, in each region of the State. Since:
personnel salaries and benefits make up the vast majority of the costs faced by school .
districts, the RC! allows for an individual to compare the buying power of the

educational dollar in the different labor force regions of the State. o

_ Selection of Oc_cupation_al Titles

The data on which the RCI is based was made available through the New York State
Department of Labor. Since the original edition of the RCI, the structure of the

| occupational title system has been revised. This has resulted in the expansion of a

number of titles. However, due to a lack of employment data, a fair amount of the titles
were eliminated. In the end, 50 titles had both employment and wage data, 7 were
plugged with wage data, and an additional 2 employment titles were plugged where
data was available statewide and for 9 of the 10 labor force regions. In all, 59

occupational titles were used for this analysis.

" This methodology is described in Rothstein,‘R., & Smith (1997). Adjusting Oregon Education
Expenditures for Regional Cost Differences: A Feasibility Study. Sacramento, CA: Management Analysis

& Planning Associates, L.L.C.
2 gee hitp://www.oms.nysed.gov/faru for a discussion of aiternate methods.
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' Statewide Median Wage

The first step in generating a regional cost adjustment from the list of 59 titles was to
establish a statewide median wage figure for which median wages' in each labor force
region could be compared for indexing purposes. The statewide median  wage was
calculated by taking the total number of employees in each of the 59 titles for the State -
,as a whole (for example, the total number of people working in the title “pharmacist”

~across the State), and multiplying that amount by the median annual wage for that title

(13,410 pharmacists * $86,841). This result was then summed for all titles, and then

- 'divided by the total number of employees in all 59 occupatiQnaI titles (1,026,769). This
--produced a weighted annual median wage of $69,975 for the professional titles- making

up the index.

Title Weightings

it was imbortan_t to avoid the possibility that the index could be skewed due to -

- compositional differences ‘in’ the: percentage distribution or mix of the individuals

O

| occupying the. 59 selected titles. Therefore, if professional wages in the titles selected
- were found to be identical in-two labor force regions, but 60 percent of the employees in

region A occupied the 10 lowest salaries titles (vs. a 10 percent employee
representation in these lower salary titles in region B), a simple summation of wages -
could lead to the erroneous conclusion that professional service costs were far higher in
region A than in region B. In short, “apparent” cost differences would be due totally to
differences in-the title composition of the workforce, not to true wage differences in

those titles. .

This problem was avoided by weighting the wage for each title based on the relative
importance of that title in the group of 59 titles statewide. Thus, in determining the
regional differences in median wage, we assume that the “mix” of jobs in each region is
the same as the “mix” in the State as a whole. These title weights were then applied to -
each region, therefore making the distribution or service “mix” of titles a constant across
the State. For example, if sales managers-made up 10% -of the total number of
employees statewide in the 59 titles, then a 0.10 compositional weighting was assigned

T to sales managers in every region. This title weighting procedure thus imputes to every

labor force region precisely the same mix of employees across the 59 titles in every
region. .

Titie Wéights were generated by dividing the statewide number of employees in a given
title by-the total number of employees in the 59 titles of the index. For example, the
number of pharmacists statewide was 13,410, which was then divided by 1,026,769 (the

total number of workers'in the State in these 59 titles.) This yielded a title weight of
0.0130. (Since this was performed for all the titles in the list, the sum of all title

weightings equals one.)

‘Final Calculation of the Regional Index

Once the title weights were determiri_ed, they were incorporated into the data set for
each of the ten labor force regions. The median annual wage for each title was
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multiplied by the title weight. This result was summed for all 58 titles, yielding a regional
median wage. This regional median was divided by the statewide weighted median
professmnai service wage to yield the final professional service wage index for each
region. These results were then normed on the North Country.

When median wage data were missing for a title in a glven region, the solution-' was

based on the creation. of _a similar. regional cost index, using a smaller set of

| occupational titles (those titles, in which data was not missing in any region of the State,

n=50). The smaller index, in conjunction with the statewide median salaiy information
for any occupational title that was lacking salary information.in a specn‘" ic reglon was -
used to estimate the missing regional salary item. L

' 1

Data ) ‘

While the list of professnonal occupations used to create the RCI was based on the work
of Rothstein and Smith in. Oregon, the Bureau of Labor Statistics provided the wage
data used in the index. The wage data was obtained from the 2004 Occupational
Employment Statistics (OES) Survey, which allows employers to report the number of
employees and wages-for each title they empley. The United States Department of
Labor has noted, “Establishment surveys have little information on the demographics of
their employees, but...wages and earnings tend to be more accurately reported in
establishment surveys as they are based upon administrative records rather than recall -
by respondents...These factors make estabhshment data the natural choice..

The data from the 2004 Occupational Employment Survey for New York State was
made available to the staff of the New York State Education Department through the
New York State Department of Labor. Therefore, data was provided for all of the 671 -
occupational titles in each of the 10 labor force regions in New York State, as well as a .
statewide total for all titles. The wage data obtained from the OES is based on “straight-
time,. gross pay, exclusive of premium pay. Base rate, cost-of-living allowances,
guaranteed pay, hazardous-duty pay, incentive -pay -including commissions and
production bonuses, tips, and on-call pay are included. Excluded are back pay, jury duty
pay, overtime pay, severance pay, shift differentials, nonproductlon bonuses employer
cost of supplementary benefits, and tuition relmbursements

The Bureau of Labor Statrstlcs develops its estimates through the use -of an annual mall

| survey of about one-third of the establishments state- (and nation-) wide in occupational

groups such as business and financial operations; transportation and material moving;
personal care and serwce architecture and engineering; office and administrative
support; and management.” The survey is repeated in a three-year cycle, whereas the
cycle continues, data from the third of establishments surveyed in current years builds
on previous years’ data, in a process called wage updating. This results in detailed and

3 See U.S. Department of Labor, “Interarea Comparison of Compensation and Prices,” Report on the

Yy Amerlcan Workforce, 1997, pp.69-97.

4 United States Department of Labor’s Bureau of Labor Statistics Website. Technical Notes for 2001 OES
Estlmates {(http:/mww.stats.bls.gov/ioes/2001/oes_tec.htm)
Ibid



precnse estimates of wage levels even in small job categories or geograpmc regions In

~ the fourth year the sUrvey cycle starts over.

Since wage data is buﬂt—up over a three- -year penod the approximations of wages
become increasingly accurate and mast precise in the third year. This year's index
calculations are based on the most accurate data-year in the cycle, and thus inspire
confidence that the results' are a good representation of the variation in professional
,service costs around the State. The triennjal nature of the data suggests that the RCI
need only be updated in those years for which the most accurate data in the cycle are
available.

It should be notéd that the index results for New York City and Long Island were

combined. A single median wage was calculated for this labor force area, because
there is evidence that these two areas actually function as a single labor market region.
With professionals, especially those in the education professions, moving to jobs across
the lines between New York City and Long Island, it is necessary to consider thls entire
region as a single area, wsth similar wage costs.



L} Occupational Titles Used for the Regional Cost Index
| Chief Executives

‘ ‘General and Operations Managers
Advertlsmg ‘and Promotions Managers

Marketing Managers
Sales Managers
Public Relations Managers
* Administrative Services Managers
Computer and Informatlon Systems. Managers
Financial Managers
10 Human Resources Managers
~ 11.Industrial Production Managers- .
' 12.Purchasing Managers . :
13.Transportation, Storage, and Distribution Managers
14, Construction Managers
15.Engineering Managers
16.Medical and Health Services Managers
17.Property, Real Estate, and Community Assocnatlon Managers
18.8Social and Community Service Managers .
19. Purchasing Agents, Except Wholesale, Retall -and Farm Products

. 20.Cost Estimators
() 21.Employment, Recruitment, and Placement Specnahsts
- 22.Training and Development Specialists ‘ .
- 23. Management Analysts
24. Accountants and Auditors
25.Budget Analysts
26.Financial Analysts
27.Loan Officers
28. Computer Programmers
29.Computer Systems Analysts
30. Network and Computer Systems Administrators
31.Cuwvil Engineers ' .
- 32.Electrical Engineers
33.Industrial Engineers
34.Mechanical Engineers
35. Civil Engineering Technicians
36. Electrical and Electronic Engineering Technicians
37.Environmental Scientists and Specialists, Including Health
38.Market Research Analysts - _
39.Clinical, Counseling, and School Psychologists
40. Substance Abuse and Behavioral Disorder Counsefors
41.Child, Family, and School Social Workers
42 Medical and Public Health Social Workers
L_I} 43.Mental Health and Substance Abuse Social Workers

44 librarians

‘D@N-P‘S“-hw;'\"fﬂ
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45, Graphlc Desngners

- 46.Public Relations Specnallsts

47 .Writers. and Authors

- 48.Dietitians and Nutritionists

49.Pharmacists

50. Physician Assistants
51.Physical Therapists

52, Recreational Therapists

53. Speech-Language Pathologists _
54.Medical and Clinical Laboratory Technologists
55.Medical and Clinical Laboratory Technicians
56.Police and Sheriff's Patrol Officers
57.Recreation Workers '

58.Residential Advisors

59. Interviewers, Except Eligibility and Loan

1
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Options for Special Education Funding

Curi‘eht Laws

Current laws provide school districts State Aid to help meet the excess costs of educating
students with disabilities--that is, districts receive operating aid for each student including those
with disabilities, and, in addition, excess cost aid for those costs that are above and beyond the
costs of a non-disabled student. In addition, the laws provide:

That excess cost aid be wealth-equalized but require a substantial local ébntribution;
That excess cost aid be based on the average spending on all students in the district but
provide more aid for higher levels of service to students with disabilities;

e A substantial minimum aid, regardless of wealth; o
Extra aid for high cost students and students integrated with their nondisabled peers; and

'« Aid for students with disabilities placed in approved nonpublic special education schools.

Public Comment

In a series of four focus forums around New York State in 2004, the attendees revealed their .
dissatisfaction with the current funding system. The vast majority (98 percent) stated that the
State Aid system for students with disabilities needs change although few could agree on how
that change should occur. A majority of participants expressed the views that:

Special education funding should remain a separate, categorical aid program;

Levels of aid for students with disabilities in public and private school placements should
be the same;

Aid should be simplified and responsive to increased costs for students with disabilities
educated in programs integrated with general education students;

Aid should be based on counts of children with disabilities; and

Increased levels of aid should be provided for high cost students with disabilities

including current year aid.

Participants expressed concern that federal funding accompanying federal education
requirements for students with disabilities has fallen far short of what was promised in the laws. .
Participants noted that inconsistencies in the way school districts respond to requests for school

aid data limit the effectiveness of the funding formulas.

Principle

Decisions regarding the provision of services should be independent of cost or State Aid
reimbursement



Optional Funding Approaches

The following funding options concern students with disabilities educated in public schools and

BOCES. All of the following options provide aid for the excess costs associated with educating
students with disabilities separately from general purpose operating aid provided for all students.

1. Adjust the Current Funding Scheme

Continue proposals the Regents have advanced in recent State Aid proposals, in which
adjustments are made to the current funding system. These have included:

Increasing funding for students with disabilities educated in integrated settings
(by increasing the size of the pupil weighting provided for students with
disabilities educated with their nondisabled peers);

Providing current year aid for new high cost students with disabilities; and

Providing for a minimum guarantee of aid for students with disabilities educated
in public schools and BOCES on a per-pupil basis rather than a total dollar basis.

The advantage of this approach is that, by building on the existing funding system, it
provides for stability in funding. Disadvantages of this option are that it:

Is a complex system prone to problcms resulting from different 1nterpretat10ns of
necessary data; and

e Lacks responsiveness to varying levels of district cost.

2. Base Aid on More Levels of Service

This option would represent a further refinement of the existing formula. Currently one
weighting (0.9) is provided when the level of service provided to a student with a
disability is 20 to 59 percent of the school week and another weighting (1.65) is provided

for students with disabilities receiving special education programs and services 60
percent or more of the school day. School district representatives have argued that this
system is not adequately responsive to the costs associated with varying levels of serv1ce

provided to students with disabilities,

An optional approach is to provide an additional weighting in between these two (such as
a weighting of 1.2 for students with disabilities receiving special education programs and
services between 40 and 59 percent of the school day).

An advantage of this approach is to make funding more responsive to district costs.
Disadvantages include that this option would further complicate data discrepancies that
districts complain about in the existing system and that data are only available to support
the existing system (students provided special education programs and services 20 to 59
percent of the school day) and not on the number of pupils that receive services from (a)
20to 39 percent and (b) 40 to 59 percent of the school day.
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3. Use of a Single Weighting for All Pupils with Disabilities

" This option would provide a single weighting for funding the excess costs of all pupils

with disabilities educated in pubhc schools and BOCES. (High cost students with
disabilities would continue to receive additional reimbursement for costs more than three

| times greater than average spending in the district.) The single weighting would be

determined by averaging current weightings based on levels of service. This single
weighting would be used in a formula similar to the current one. For example, the
formula could consist of the number of pupils with disabilities multiplied by the single
weighting multiplied by average spending in the district (AOE per pupll) multiplied by a

State share (Aid Ratio).

Advantages of this option are that it continues to count students classified in special .
education, simplifies the existing system thus avoiding data discrepancies among districts
resulting from different 1nterFrctat10ns of different levels of service, and it could allow

for adjustments for poverty.

The disadvantage of this option is that it doesn’t account for variation in district costs to
the extent that multiple weightings could. :

Additional Features

Any of these options can be enacted with the folloWing additional features:

Provide additional aid for high cost students with disabilities as currently;
Provide current year high cost aid for new high cost students with disabilities;

Continue a separate aid for students with disabilities whose individualized education-plan.

-requires their education in private school settings;

Provide incentive grants to reward school districts that show large increases in the
number of students with disabilities educated with their nondisabled peers; and

Except in circumstances of reduced enrollment, districts would be “held-harmless”™ as the
new formula was instituted.
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ATTACHMENT C

Public Excess Cost Aid for
Students with Disabilities

State Aid Work Group
May 2005




In addition to Operating Aid for each pupil, a district receives
Public Excess Cost Aid for students with disabilities in
special education programs run by public school districts
and BOCES. In 2005-06 a district can receive:

+ Basic Excess Cost Ald:

High Cost Bxcess Cost Aid;

Declassification Support Services Aid,

Ald due to the 85 percent minimum guarantee; and,

Integrated Settings Excess Cost Aid.

»

High Cost Excess Cost Aid = {Approved Program Cost
- Deduct) x Aid Ratio -

« Approved Program Cost = to be aidable, cost per
student must exceed the lesser of 1 $10,000 or 4 x

AOE/TAPU {(without limits).

+ Deduct = 3 x AOE/TAPU.

+ Aid Ratio =1 - {Combined Wealth Ratio x 051);
minimum = .250.

Note: High Cost Afd is calculated for each eligible 2004-
05 student. Aid is in addition to Basic Excess Cost Aid.
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Declassification Support Services Aid = (Aid
per Pupil x 0.50) x # of students

+ Aid per Pupil = Basic Excess Cost Aid per pupil.
« Number of students = 2004-05 students declassified
from special education.

Maote; A district that provides support servicesto
teachers and pupils in the first year that a student
imav es from a special education programio a full-
time regular education program is eligible for this aid.

Minimum Guarantee Provision = A district is
eligible to receive the. greater of:

» 2005-06 Basic Bxcess Cost Aid + High Cost Aid +
Declassification Suppott Services Aid; or,

+ 95 percent of 2004-05 Basic Bxcess Cost Aid + High
Cost Ald + Declassification Support Services Aid +
any aid due to minimum guarantee.

MNote: Integrated Settings Aid is not part of
_ Minimum Guarantee calculations.
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Integrated Settings Excess Cost Aid = Aid per
Pupil x (0.50 x # of students)

» Aid per Pupil = Basic Excess Cost Aid per pupil.
« Number of students = 2003-04 students who require
special education services at least 60 percent ¢f the
- time and who receive these services in a general

education setting.

Note: This aid is not subject to the Minimum
Guarantee provision.
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Full-day Kindergarten Conceptual Legislative Proposal

Background

Currently, 79 districts do not offer full-day kindergarten to all students. Forty-four of the 79
districts only offer half-day kindergarten. Many districts have fewer students attending public
school kindergarten than public school first grade. The Regents propose to lower the compulsory
age of attendance to five years of age and mandate that all districts provide full-day kindergarten
for all students. It is estimated that 13,000 children currently not attending kindergarten in

* public or nonpublic school will enroll once the compulsory school age is lowered to age five. In

addition, the Regents propose a combination of grants and State Aid to support full-day
kindergarten. :

Key Elements of Proposal

1.

The mandatory school age would be lowered from six to five years of age. Parents of
children less than six years of age would be allowed to request that their child not be

required to attend school.

The requirement would be phased in over a three-year period. The 2006-07 school year
would be a planning a year. It is assumed one-third of eligible students would be phased-
in each year beginning in the 2007-08 school year. All eligible students would attend
full-day kindergarten beginning September 2010. The projections include 2,000 students
in New York City and 11,000 in the rest of the State.

The State will provide start-up planning grants of $10,000 for each additional classroom
required to provide full-day kindergarten for all students. The planning grants would
cover planning time and the cost of materials and supplies not covered by State Building
Aid. New York City will need 100 additional classrooms and the rest of the State will

need 750 classrooms.

‘Current year Full-day Conversion Aid equal to the Regents Foundation Formula Aid

amount would be paid to the district in the first year. Regents-proposed Foundation Aid
represents the State support for general education instruction needed for districts to meet
State learning standards for students in grades prekindergarten through 12. Foundation
Aid would continue to be paid for full-day kindergarten students after the first year.
Foundation Aid helps pay for teacher salaries and operation and maintenance costs.

State Building Aid would be provided for all new classrooms and leased classrooms.
Building Aid for new construction would be based on an assumed amortization of capital
costs over 30 years. Voter approval, except in the Big Five Cities, would still be required
for capital construction and leases longer than five years.

‘The list of eligible expenditures for Textbook Aid would be expanded, for kindergarten

only, to include textbook substitutes including: non-consumable educationally-based
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materials such as developmentally appropriate games and hands-on manipulatives that
promote early literacy; numeracy; scientific inquiry; and social learning, Textbook Aid
is based on the lesser of a district’s reported textbook expenditures or $57.30 per pupil.
Each year the total textbook expenditures reported statewide exceeds by millions the total
aid paid statewide. The change will provide more flexibility in what districts can claim as

an aidable textbook expense.

Construction Cost Data:

"~ New York City
$150.0 million Construction Costs
$9.8 million Annual Debt Service
$4.9 million Annual State Building Aid
Rest of State _
- $130.0 million Construction Costs
$8.4 million Annual Debt Service
$4.2 million Annual State Building Aid
Total State
$280.0 million Construction Costs
$18.2 million Amnnual Debt Service
$9.1 million Annual State Building Aid

Full-Day Kindergarten State Aid Projections

2006-07
e $ 2.8 million Planning Grants

2007-08
e $ 2.8 million Planning Grants

e $ 4.0 million Foundation Aid (New York City)
« $12.2 million Foundation Aid (Rest of State)

$19.0 million Total

2008-09 .
e $ 2.8 million Planning Grant

$ 8.4 million Foundation Aid (New York City)
$25.6 million Foundation Aid (Rest of State)
$ 3.0 million State Building Aid (New York City and Rest of State)

$39.8 million Total

L]
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‘) 2009-10 (Fully Phased-In with all students)

e

« $ 13.1 million Foundation Aid (New York City)

e $ 39.8 million Foundation Aid (Rest of State)

e $ 6.0 million State Building Aid (New York City and Rest of State)
o $ 58.9 million Total

2010-11 and thereafter
e $ 53.0 million + inflationary adjustment for Foundation Aid (New York City and

Rest of State)
e $ 9.1 million State Building Aid (New York City and Rest of State)

e $ 62.1 million Total

The cost estimates are based on the following assumptions:

1. 20 percent of students not attending public school kindergarten will attend in New York

City. .
2. 60 percent of students not attending public school kindergarten will attend in thc rest of

the State.
30-year amortization for capital costs.

5 percent assumed interest on capital project borrowing.
50 percent net average State Building Aid for New York City, 50 percent net average

State Building Aid for Rest of State.

il
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- Overview of Fiscal Structure for Statewide Pre-kindergarten

Funding History

Targeted Pre-kindergarten Program

The State has provide $50 million from 1992 to the present
96 districts are implementing targeted pre-kindergarten programs

Universal Pre-kindergarten (UPK ).

In 1997, legislative action set forth a five-year schedule for phasing in
universal pre-kindergarten education as follows:

*

* * @

$67 million for 1998-99

$100 million for 1999-2000

$225 million for 2000-01

$500 million for 2001-02 and continuing

Legislative action produced. the following results:

+

* * &>

$67 million for 1998-99 g
$100 million for 1999-2000

$225 million for 2000-01
$205 million was allocated for 2001-02 through the present

School Year 2005-06

197 districts implementing programs

977 community-based organizations are used as settings for universal pre-
kindergarten by school districts

Approximately 60 percent of the funding that districts receive goes to
contracts with community-based organizations for pre-kindergarten
program

Distribution of funds by Need—Resource Category (see attached charts)
New York City receives 72 percent of UPK funding.(and 35 percent of

targeted pre-kindergarten funding)
Each of the Big 5 city school districts has had full day kindergarten for

many years

Schoo! Year 2006-07

$205 million for districts who received grants in 2005-06
$50 million more for supplemental pre-kindergarten grants (for program

expansion)
$50 million for continuing targeted pre-kmdergarten
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Advantages of Current Mechanism

The purpose of a grant allocation is to target funding for a specific purpose —
in this regard the initial purpose has been successful. The grant allocation has
been successful in building a critical mass of universal pre- kmdergarten

programs across the State.

Disadvantage of Current Mechanism

A grant allocation is a highly burdensome and restrictive way to move a
focused program to a statewide component of this public education system.
Three grant programs with separate funding systems complicate the State
support for pre-kindergarten programs. The grant system is at the end of its
useful life as a funding mechanism for sustainability.- The grant program has
been expanded to three different grant programs all with different mechanisms
to achieve similar purposes. The result is a very complex and restricting
mechanism that may prohibit expansion — the desired outcome. Results

include;

the grant has been frozen;

formulas have been suspended;

amounts haye been layered ; _

the grant allocation process has been revised and tweaked; and

a large amount of work is required of SED with no administrative funds.

* S+ 4+ &
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2007-2008 NEW YORK STATE EXECUTIVE BUDGET
EDUCATION, LABOR AND FAMILY ASSISTANCE
ARTICLE VII LEGISLATION
MEMORANDUM IN SUPPORT

CONTENTS

STARTING PAGE NUMBER FOR:

SUMMARY,
HISTORY &
STATEMENT
IN BUDGET EFFECTIVE
PART DESCRIPTION SUPPORT IMPLICATIONS DATE
A Strengthen educational 6 (A) 17 (A) 19 (A)

accountability by establishing
measurable performance
targets, promoting strong
educational leadership, and
raising standards

B Reform the State’s education 8 (B) 17 (B) 19 (B)
finance system through the
establishment of a Foundation
Aid formula, expansion of pre-
kindergarten and other changes
necessary to implement the
four-year Educational
Investment Plan

C Ensure that the mayors of 10 (C) 17 (C) 19 (C)
Syracuse, Rochester and Buffalo
are represented on their local
school boards

D Enhance the School Tax Relief 11 (D) 18 (D) 19 (D)
(STAR) Program by increasing
funding and targeting the
benefits to low and middle class
homeowners

E Modify the Tuition Assistance 13 (E) 18 (E) 19 (E)
Program (TAP) to reform
eligibility criteria

F Modify the notification 13 (F) 18 (F) 20 (F)

requirement for closing youth
facilities



PART

STARTING PAGE NUMBER FOR:

SUMMARY,

HISTORY &

STATEMENT

IN BUDGET EFFECTIVE
DESCRIPTION SUPPORT |IMPLICATIONS DATE

Convert an Office of Children 14 (G) 18 (G) 20 (G)
and Family Services’ (OCFS)
internal account to a Special
Revenue account to improve
transparency
Mandate performance-based 14 (H) 18 (H) 20 (H)
contracting for preventive
services
Permanently extend Child 15 (1) 18 (I) 20 (I)
Welfare Financing Reform
provisions set to expire on June
30, 2007
Create a new, independent 16 (1) 19 () 20 (1)

Office for the Blind and eliminate
OCFS’ Commission for the Blind
and Visually Handicapped

Provide for performance 17 (K) 19 (K) 20 (K)

measurements in Temporary
Assistance for Needy Families
(TANF) funded programs, and
establish an allocation
methodology for the TANF
Flexible Fund for Family Service
(FFFS)

MEMORANDUM IN SUPPORT

A BUDGET BILL submitted by the Governor in
Accordance with Article VIl of the Constitution

AN ACT to amend the education law, in relation to
uniform quality standards for pre-kindergarten
programs, the review of regents learning
standards, the development of an enhanced
accountability system, establishing a distinguished
educator program, the development of a school
leadership report card, tenure determinations, and
requiring certain schools to prepare contracts for
excellence (Part A); to amend the arts and cultural
affairs law, in relation to designating a member of



the board of regents to serve on the New York
state cultural education trust; to amend the
education law, in relation to authorizing the
commissioner of education to expend money for
formula grants to public library systems in the
2007-2008 state fiscal year, special education
classification reviews, the textbook factor and the
library materials factor for the 2007-2008 school
year, the amount annually appropriated for general
support for public schools commencing with the
2011-2012 school year, the determination of
selected actual evaluation, the computation of pupil
counts and related factors, apportionment of public
moneys to certain school districts, transitional aid
for charter school payments, the universal pre-
kindergarten program, charter schools, full-day
kindergarten transition planning grants,
supplemental educational improvement grants and
the excelsior scholars program for certain students;
to amend the state finance law, in relation to the
state lottery fund; to amend chapter 756 of the laws
of 1992, relating to funding a program for work
force education conducted by the consortium for
workers education in New York city, in relation to
certain reimbursements and the effectiveness of
such chapter; to amend chapter 169 of the laws of
1994, relating to certain provisions related to the
1994-95 state operations, aid to localities, capital
projects and debt service budgets, in relation to the
effectiveness thereof; to amend chapter 82 of the
laws of 1995, amending the education law and
certain other laws relating to state aid to school
districts and the appropriation of funds for the
support of government, in relation to the
effectiveness thereof; to amend chapter 472 of the
laws of 1998, amending the education law, relating
to the lease of school buses by school districts, in
relation to the effectiveness thereof; to
apportionment of monies appropriated for the
support of public libraries; to establish the school
district efficiency review program; to provide for
special apportionment for salary expenses; to
provide special apportionment for public pension
accruals; in relation to suballocation of certain
education department monies; to establish a



temporary task force on preschool special
education; to repeal certain provisions of the
education law relating to annual apportionments to
school districts; and providing for the repeal of
certain provisions upon expiration thereof (Part B);
to amend the education law, in relation to providing
additional mayoral involvement in school
governance in certain cities (Part C); to amend the
real property tax law and the tax law, in relation to
establishing a “Middle Class STAR” program; to
amend the administrative code of the city of New
York, in relation to credits against tax; to amend
the state finance law, in relation to reimbursement
payments to the city of New York; and to repeal
certain provisions of the real property tax law and
the tax law, relating to a local real property tax
rebate and a state income tax credit (Part D); to
amend the education law, in relation to eligibility
requirements and conditions governing awards and
loans (Part E); in relation to the discontinuance of
services and operations at specified residential
programs operated by the office of children and
family services (Part F); to amend the state finance
law, in relation to establishing the youth facility per
diem account; and to amend the executive law, in
relation to the reimbursement owed to the state by
the social services districts for expenditures made
by the office of children and family services for the
care, maintenance and supervision of youth in
office facilities and programs (Part G); in relation to
preventive services funding (Part H); to amend part
C of chapter 83 of the laws of 2002 amending the
executive law and other laws relating to funding for
children and family services, in relation to making
the provisions of such part permanent (Part |); to
amend the executive law, in relation to establishing
the office for the blind and in relation to
establishing vending programs; to repeal chapter
693 of the laws of 1992 relating to establishing a
vending program for the blind and visually
handicapped; to repeal chapter 415 of the laws of
1913, relating to establishment of a state
commission for the blind and visually handicapped;
and to repeal section 38 of the social services law
relating to removing the state commission for the



blind and visually handicapped as a bureau of the
department of family assistance (Part J); and to
improve performance and provide flexibility in the
allocation of temporary assistance for needy
families (Part K)

PURPOSE:

This bill contains provisions needed to implement the Education, Labor and Family Assistance
portions of the 2007-08 Executive Budget.

SUMMARY OF PROVISIONS, EXISTING LAW, PRIOR LEGISLATIVE HISTORY AND
STATEMENT IN SUPPORT:

Part A — Strengthen educational accountability by establishing measurable performance
targets, promoting strong educational leadership, and raising standards

This bill enacts comprehensive education reforms for tracking and improving student and
teacher performance through results-oriented measurements. Deficiencies will be identified from
analysis of student/teacher performance data, and this information will be used to determine
when intervention and sanctions are necessary.

This bill enacts numerous changes to the State Education Law to ensure sound, basic pre-K
through secondary educational preparation for college or employment. It implements the Court
of Appeals’ Campaign for Fiscal Equity decision, and furthers compliance with the mandates of
federal education law, including the “No Child Left Behind Act”.

Several key issues are addressed, including:

Higher Standards: Uniform standards will be established for pre-kindergarten programs,
including curriculum and teacher certification requirements. The Board of Regents will continue
to review the adequacy of existing Regents Learning Standards, and the English Language Arts
standards review will be completed by July 2008.

Enhanced Accountability: By July 2008 student progress reports reflecting multiple years of
testing will be required. Moreover, if federal approval is received, a cumulative enhanced
accountability system for individual student academic growth, linked to individual teachers, will
be required by July 2010.

“School leadership” and “school progress” report cards that reflect the performance of schools,
as well as superintendents and other school district leadership, will be made available to the
public and the State Education Department. School superintendents, the Chancellor of the New
York City schools, and school boards will be subject to removal for persistent deficient
performance of schools in their districts. A cadre of “distinguished educators” will be designated
by the Commissioner of Education to assist in improving troubled schools.



By July 2008, improvement targets for schools and districts will be tightened so that up to 5% of
all schools will be required to restructure and reorganize. All school districts that receive a
supplemental educational improvement plan grant or significantly increased financial support
under the new Foundation Aid formula will be required to submit a “contract for excellence,”
which details how schools’ expenditures of increased aid will be targeted to implement or
expand programs demonstrated to improve student achievement, including class size reduction,
increased student time on task, teacher quality initiatives, middle and high school restructuring
and full-day prekindergarten. School districts must involve the public and other interested
parties in the development of their contracts for excellence, which must also include financial
details on per pupil expenditures.

Teacher Quality Standards: The Board of Regents will review the effectiveness of post-
secondary teacher preparation programs, and expand alternative means for certification.
Statutory standards are established for tenure determinations, which include whether the
teacher adequately contributes to the academic success of students. Additionally, the
Commissioner will identify incentives to encourage highly qualified teachers to work in low
performing schools.

Part B — Reform the State’s education finance system through the establishment of a
Foundation Aid formula, expansion of pre-kindergarten and other changes necessary to
implement the four-year Educational Investment Plan

Reform the State’s education finance system.

This bill would amend existing law to: advance reforms to public school finance through the
creation of Foundation Aid; expand Universal Prekindergarten and other early childhood
education initiatives; expand the availability of charter schools by increasing the limit on the
number of such schools and providing transitional aid to districts impacted by a concentration of
charter schools and provide for reforms to special education programs.

Foundation Aid: This bill would amend Education Law to establish Foundation Aid which will
replace 30 aid formulas. Education Law would be amended to specify the factors necessary to
calculate Foundation Aid for school districts including the following:

¢ Foundation Amount: This bill would specify a standard local education cost based
upon actual costs in successful schools, adjusted for geographic cost differences and
educational need factors including students at risk due to poverty, limited English
proficiency, and special education needs;

e Expected Local Contribution: This bill would establish an expected—but not
mandated—Ilocal contribution, adjusted to reflect district income wealth;

¢ Phase-in Factor: This formula would be phased in over 4 years, starting in the 2007-08
school year with the incremental phase-in amount each year specified in the law;

¢ Student Count: This bill would define the student count used to allocate funds based
upon enrollment, rather than attendance;



¢ Minimum Increase: This bill would ensure that all school districts receive a Foundation
Aid increase of at least 3 percent;

¢ Foundation Aid conforming changes: This bill would address a large number of
conforming changes to reflect the new Foundation Aid, and update section references
related thereto.

Big Four Cities Maintenance of Effort: This bill would ensure the Big 4 Cities (Buffalo,
Rochester, Syracuse, and Yonkers) use additional State aid to supplement and not supplant
local support.

Universal Prekindergarten Program: This bill would amend Education Law to establish a
formula that would provide State funding to support expansion of the Universal Prekindergarten
program. Under this formula, the Foundation Amount per pupil would be used in the
computation of Universal Prekindergarten Aid to reflect school district wealth and student
educational needs. Similarly, a number of amendments are made to existing program planning
requirements to facilitate timely implementation of the expansion of this program.

Full-Day Kindergarten Program: This bill would require high-need or low-performing districts,
as determined by the Commissioner, to offer Full-Day Kindergarten programs for all children in
those districts by 2010-11.

Charter Schools: This bill would amend Education Law regarding charter schools in the
following areas:

e Charter School Cap: The existing cap of 100 schools would be increased by 150
schools with SUNY, the Board of Regents and the NYC Schools Chancellor each
authorized to approve 50 new charter schools;

¢ Charter School Transitional Aid: This bill would amend Education Law to establish a
new formula that would provide transitional aid to districts that have a concentration of
charter schools; and

 Expanded Notification Requirements: This bill would require the Regents to take
action on the issuance of a charter by March 15 of each year in order for the charter
school to open in the following September, thus allowing the school district to be notified
of a new charter school prior to the adoption of its budget.

School Efficiency Reviews: This bill would establish a new school district efficiency review
program to assist school districts in identifying administrative and other operational savings that
could be reinvested to support classroom instruction and minimize property tax growth.
Performed by management consultants under contract with the State, the reviews are intended
to be voluntary based upon requests from school superintendents. All costs would be fully
supported by the State from a recommended $5 million appropriation in the 2007-08 Executive
Budget.

Special Education: To focus greater attention on special education services, this bill would
amend Education Law to:



e Create a Taskforce on Preschool Special Education that would review the relationship
between preschool special education and other early childhood programs as well as
different financing approaches; and

¢ Require school districts with high special education classification rates or with excessive
referrals to special education by race/ethnicity to address these deficiencies.

Other Miscellaneous Provisions: Other provisions of this bill would make various changes to
Education Law, miscellaneous school aid provisions and other education programs. These
changes include:

e Excelsior Scholars Program: This bill would create an Excelsior Scholars program that
would recognize and reward talented middle school students in the areas of math and
science and provide summer enrichment programs at college campuses throughout the
State;

e Aid Payment Schedule Changes: This bill would conform current School Aid payment
schedules to reflect the new Foundation Aid. It also would establish a payment schedule
for School Aid payments made through the Video Lottery Terminal (VLT) account;

e Increasing Textbook and Library Materials Aids: This bill would make minor
adjustments in the per student grant amounts for both Textbook Aid and Library
Materials Aid;

e Building Aid: This bill would make permanent the payment reforms previously enacted
for new school facility projects; and

¢ Supplementary State Aid for Public Library Systems: This bill would continue
supplementary State aid for public library systems at 2006-07 levels and would amend
the payment schedule for library construction aid.

Part C — Ensure that the mayors of Syracuse, Rochester and Buffalo are represented on
their local school boards

This bill will further the goal of enhanced school district accountability by authorizing the mayors
of Buffalo, Rochester and Syracuse to appoint two members to the school board, to serve at the
pleasure of the mayor.

This bill amends sections 2552 and 2553 of the Education Law to increase the size of the
school boards in three of the “Big Five” cities, by authorizing the mayors of those cities to
appoint two of the members of the school board. The school boards in two of the “Big Five”
cities would not be affected by this legislation. The school board in New York City is governed
by a separate statute and is already under mayoral control, and the mayor of Yonkers appoints
the school board pursuant to section 2553(3) of the Education Law.

Sections of the Education Law governing elected school board members, including the number
of individuals that serve in elected school board positions, remain unchanged. The number of
school board members in Buffalo would increase from nine to eleven, and board size would
increase from seven to nine members in Rochester and Syracuse. Appointed school board



members will be required to meet residency and citizenship requirements applicable to elected
school board members.

Part D — Enhance the School Tax Relief (STAR) Program by increasing funding and
targeting the benefits to low and middle class homeowners

To establish a new “Middle Class STAR” program, providing greater school tax relief to New
York State’s middle class homeowners.

In recent years, the crushing local property tax burden has become the number one concern of
homeowners throughout New York State. While the impact of ever-increasing local taxes has
been cushioned somewhat by the School Tax Relief (STAR) program enacted in 1997, the
basic STAR program is flawed to the extent that, except for seniors, it fails to take into account
the owner’s ability to pay. The program will be restructured to concentrate relief for those
taxpayers who need it the most by establishing a “Middle Class STAR” program that (1)
expands the Basic STAR Exemption for homeowners by up to 100 percent by 2009-10,
depending on income, (2) expands the Enhanced STAR Exemption for qualifying senior
citizens, and (3) expands the Personal Income Tax Credit for eligible taxpayers in New York
City.

The Basic STAR Exemption will be increased with funds targeted to middle class homeowners
based upon their incomes. The income brackets for eligible homeowners will be indexed in
future years to reflect growth in average wages. In most areas of the State taxpayers whose
incomes are at or below $60,000 (adjusted for inflation) will see their Basic STAR exemption
increased by 80 percent of the $30,000 base exemption in 2007-08, by 90 percent in 2008-09,
and by 100 percent in 2009-10 and thereafter. For example, the exemption for a homeowner
with an income of $70,000 (adjusted annually for inflation) will increase by 67.5% in 2007-08, by
75% in 2008-09 and by 82.5% in 2009-10 and thereafter.

In the downstate metropolitan region (which currently encompasses New York City and the
Counties of Nassau, Suffolk, Westchester, Rockland, and Putnam), the Basic STAR exemption
increases will be adjusted in recognition of the region’s higher income levels.

The Enhanced STAR Exemption will be increased for qualifying senior citizens by 30 percent in
2007-08 (from $56,800 to $73,800), and by another 10 percent in 2008-09 (to $79,500), with
cost-of-living adjustments driven by the Consumer Price Index (CPI-W) in each year thereafter.

In New York City, the Personal Income Tax Credit for City taxpayers will also be increased
substantially for middle class taxpayers. Generally, the New York City personal income tax
credit for married individuals filing joint returns and surviving spouses will be increased from
$230 to $300 for 2007, to $320 for 2008, and to $340 for tax years after 2008. For all other
taxpayers, the credit will be increased from $115 to $150 for 2007, to $160 for 2008, and to
$170 for tax years after 2008. However, for married individuals filing joint returns and surviving
spouses with income of more than $235,000 (adjusted for inflation), the New York City personal



income tax credit shall be limited to $230, and for all other taxpayers with income in excess of
$235,000 the credit shall be limited to $115.

In terms of administration, the increases to the Enhanced STAR exemption provided under
Middle Class STAR are self-executing. To take advantage of these increases, qualifying senior
citizens who are already receiving the exemption and who are participating in the Income
Verification Program (IVP) need do nothing further. Those who are receiving the exemption but
are not participating in the IVP will only need to submit proof of their incomes to their local
assessors annually, just as they must currently provide.

The increases to the Basic STAR exemption provided under Middle Class STAR cannot be self-
executing because local assessors do not already possess the information needed to determine
how much any given parcel’s exemption should be increased. Thus, to take advantage of these
increases in 2007-08, Basic STAR recipients will need to file an application with the Department
of Taxation and Finance by May 15, 2007 or, if filing electronically, by May 25, 2007. The
Department of Taxation and Finance will mail informational notices to STAR-eligible property
owners who received a 2006 local real property tax rebate check.

After receiving these applications, the Department of Taxation and Finance will determine which
parcels are eligible for Basic STAR increases. Eligibility will be based upon the income of the
primary owners, and of any primary owners’ spouses. The Department of Taxation and Finance
will determine the extent to which these parcels are eligible for Basic STAR exemption
increases, and will report these “benefit levels” to the Office of Real Property Services (ORPS).
ORPS will relay the information it receives to the appropriate assessors, who will increase each
Basic STAR exemption on the assessment roll to the extent indicated by the report, and the
school tax bills of qualifying parcels will be lowered as a result. Optimally, this will all be
accomplished before the 2007 assessment rolls are finalized, or at least before the 2007-08
school tax bills are issued, but where a parcel is entitled to a reduction which does not appear
on the tax bill, the school district would be authorized to grant a refund or reduce any pending
installment payments.

The determination of the income associated with each parcel will be performed only by the
Department of Taxation and Finance. Assessors would not be empowered to make their own
independent determinations for this purpose. Property owners who believe an unfavorable
benefit level was assigned to them by the Department of Taxation and Finance would have the
option of applying to the Department of Taxation and Finance for reconsideration. Property
owners who fail or decline to file timely applications with the Department will not be entitled to
increases in their Basic STAR exemptions.

To protect against the possibility that third parties might try to estimate the income of a property
owner by observing how much of a Middle Class STAR exemption his or her home has been
granted, the bill directs that this information shall be kept confidential, shall not appear on
assessment rolls, and shall not be subject to disclosure under the Freedom of Information Law.



School districts would be compensated in full for the cost of the increased exemptions as they
are now, through the existing STAR reimbursement mechanism, and New York City would be
compensated in full for the cost of the increased Personal Income Tax Credit, through an
amendment to State Finance Law §54-f.

The local real property tax rebate/credit program that was enacted in 2006 is rendered obsolete
by this bill and is repealed.

Part E — Modify the Tuition Assistance Program (TAP) to reform eligibility criteria

This bill amends Tuition Assistance Program (TAP) eligibility requirements to promote improved
academic performance and protect the investment of taxpayer funds in TAP.

Effective April 1, 2007, this bill:

e removes provisions otherwise allowing first time aid recipients without a high school
diploma or its equivalent to receive aid in the 2007-08 academic year and thereafter
through an ability to benefit (ATB) examination.

e requires that students receiving aid for the first time in the 2007-08 academic year, or
thereafter, possess a high school diploma or its equivalent, or meet other academic
standards or requirements, as determined by the Commissioner of Education.

e continues academic progress standards enacted in the 2006-07 budget and incorporates
equivalent standards for institutions with trimester scheduling.

Effective July 1, 2007, this bill:

e requires that to be eligible for participation in State student financial aid programs,
institutions must be approved for participation in federal student financial aid programs
under Title 1V of the Higher Education Act of 1965, as amended.

e maintains student eligibility for State student financial aid programs through the 2009-10
academic year for students matriculated at an institution that, on the date the bill
becomes law, was operating in this State, but was not approved for participation in Title
IV student financial aid programs.

Part F — Modify the notification requirement for closing youth facilities

This bill promotes fiscal and program efficiency by reducing excess capacity in youth facilities
operated by the Office of Children and Family Services (OCFS).

This bill authorizes OCFS to close three community residential homes and one non-secure
residential facility as of October 1, 2007. These facilities serve juvenile delinquents committed to
the care and custody of OCFS by the family courts. OCFS would not be required to adhere to
the existing statute’s closure notice requirement, which was increased from nine months to
twelve months in 2006.



Community residential homes offer the least restrictive level of care for juvenile delinquents and
primarily serve as a step-down before youth transition back into the community. The three
homes proposed for closing are located in Gloversville, Mount Vernon and Brooklyn. The
Gloversville home is vacant and the Mount Vernon and Brooklyn homes are underutilized,
allowing their current population to be transferred, based on the program and security needs of
each youth, into community-based programs or to non-secure facilities with available capacity.
The Great Valley facility, a 25-bed non-secure facility, is recommended for closing because its
location in Cattaraugus County is a long distance from the home community of most OCFS
youth. Youth at Great Valley would be transferred, based on program and security needs, to
other non-secure facilities or community-based programs. OCFS operates eighteen non-secure
facilities that generally operate at about 80 percent of capacity. Therefore, sufficient capacity
would remain to accommodate youth from Great Valley.

Community residential homes and 25-bed non-secure facilities are not major employers. Their
closure will not have an adverse impact on local economies, and it is expected that many of the
impacted employees will be eligible for transfer to other facilities.

Part G — Convert an Office of Children and Family Services’ (OCFS) internal account to a
Special Revenue account to improve transparency

This bill fosters transparency in government operations by requiring that revenue from per diem
billings to local governments for their share of the cost of Office of Children and Family Services
(OCFS) youth facilities be deposited into a newly created account whose activity will be visible
to the Executive, the Legislature, and the Comptroller.

This bill establishes a new Youth Facility Per Diem Special Revenue Other account for the
receipt of per diem revenue from local governments.

Per diem revenues are currently deposited into an internal OCFS sole purpose account whose
receipt and disbursement transactions are not visible to the Legislature or Executive staff
outside of OCFS. The activity of the new special revenue account will be visible through the
Office of the State Comptroller accounting system reports, allowing the Executive and
Legislature to more effectively monitor account activity and make informed budget decisions
about the account and per diem revenue.

Part H — Mandate performance-based contracting for preventive services

This bill promotes fiscal and program efficacy in preventive services by requiring local districts to
implement performance or outcome provisions.

New York has a State-supervised, locally-administered social service system. Preventive child
welfare services are provided to the most vulnerable residents and include an array of services
to meet the unique needs of each child and family and to prevent out-of-home placement of
children. Beginning with the enactment of Child Welfare Financing Reform in 2002 the State has
reimbursed localities 65 percent of the costs of providing these services after Federal funding is



applied. Although foster care placements have declined since this funding was put in place, the
efficacy of these services, which are provided directly by localities or are contracted out to
provider agencies, is, in many instances, unknown.

This bill requires local districts to implement performance or outcome based provisions, as
outlined in subsequent regulations, for preventive services beginning January 1, 2008.

This bill is designed to require that local investments in this sensitive area positively impact the
lives of those they serve. With total investments in this area eclipsing an estimated $400 million
in the current year, there is also significant fiscal incentive to see that services achieve
beneficial outcomes.

Part | - Permanently extend Child Welfare Financing Reform provisions set to expire on
June 30, 2007

This bill makes permanent certain provisions related to funding for children and family services
that are designed to keep families intact while encouraging expedited permanency for children
in foster care.

Child Welfare Financing Reform, enacted in 2002, created three notable General Fund
supported funding streams to support at-risk children and their families: (1) the Foster Care
Block Grant; (2) an open-ended funding stream for preventive, protective and other child welfare
services whereby the State pays 65 percent of all costs, net of Federal Assistance, with local
social services districts paying the remaining 35 percent; and (3) a Child Welfare Quality
Enhancement Fund.

Current Child Welfare Financing Reform provisions promote community-based services to keep
families intact as well as to establish permanent placements for foster children as quickly as
possible. The system provides for 65 percent open-ended State reimbursement to social
services districts for the non-Federal share of child preventive, child protective, after care,
independent living and adoption services and administrative costs, while capping
reimbursement for foster care services. It also includes a Children and Family Services Quality
Enhancement Fund to increase the availability and quality of children and family services
programs through the testing of special initiatives and innovative models of service delivery.

In 2003, the Committee on Special Education (CSE) Reform was enacted to provide for
enhanced school district responsibility in educational placements for children by shifting
maintenance (i.e. room and board) cost shares from 50 percent State and 50 percent local to 40
percent State, 40 percent local, and 20 percent local school district. These amendments gave
school districts a greater financial role in ensuring the appropriate placement of special
education children.

Both the Child Welfare Financing Reform and CSE statutes are scheduled to sunset on June
30, 2007.



Effective April 1, 2007, this bill amends Social Services Law and State Finance Law to make
Child Welfare Financing Reform and the CSE statute permanent.

If this bill is not enacted, foster care reimbursement would return to open-ended 50/50
State/local shares and preventive services delivered by counties would no longer be eligible for
State reimbursement. Fiscal incentives to provide services to keep a family intact would shift to
encouraging unnecessary out-of-home foster placements for children. School districts would no
longer have a financial stake in the residential placement of their special education children.

Part J — Create a new, independent Office for the Blind and eliminate OCFS’s
Commission for the Blind and Visually Handicapped

This bill is intended to better serve the interests of the blind. It enacts a new article 14-A of the
Executive Law, which establishes a new Office for the Blind, under the guidance of an advisory
executive board, and authorizes it to perform existing governmental functions associated with
serving the blind.

This bill enacts a new Article 14-A in the Executive Law to establish a new Office for the Blind,
which would seek to improve and develop services and programs for the blind. The functions of
the Office for the Blind would be discharged by the Executive Director and a new fifteen
member unsalaried executive board would be created to advise the Office. The members of the
executive board would be appointed by the Governor and legislative leaders for five year terms.

The functions of the new Office for the Blind would include functions currently performed by the
Commission for the Blind and Visually Handicapped (Unconsolidated Law section 8701 et seq.),
which is currently under the jurisdiction of the Office of Children and Family Services (OCFS).
The Office for the Blind would continue operating a program which licenses blind individuals as
vendors on State property and would also oversee an existing loan program which loans money
to people with disabilities for the purchase of assistive devices. Appropriations currently made
within OCFS for the operation of the Commission for the Blind and Visually Handicapped would
be transferred to the Office for the Blind. The bill ensures that employees of the Commission for
the Blind and Visually Handicapped would be transferred to the new office.

Part K — Provide for performance measurements in Temporary Assistance for Needy
Families (TANF) funded programs, and establish an allocation methodology for the TANF
Flexible Fund for Family Service (FFFS)

This bill authorizes allocation of the Federal Temporary Assistance for Needy Families (TANF)
block grant by delineating funding appropriated for the Flexible Fund for Family Services
(FFFS).

The TANF Program was enacted as part of the Federal Personal Responsibility and Work
Opportunity Reconciliation Act of 1996 (Public Law 104-193). The enactment of TANF ended
the previously existing entitlement welfare programs and instead provided states with block
grants and the opportunity to implement their own public assistance programs through use of



supportive services intended to help recipients make the transition off public assistance.
Beginning in SFY 2005-06, TANF funding typically allocated to local social services districts was
consolidated into a single FFFS appropriation enacted as part of the Education, Labor and
Family Assistance (ELFA) budget bill. This bill sets forth the specific allowed purposes of the
TANF FFFS funds.

BUDGET IMPLICATIONS:

Part A — Strengthen educational accountability by establishing measurable performance
targets, promoting strong educational leadership, and raising standards

Enactment of this bill is necessary to implement the 2007-08 Executive Budget, which includes
an increase in aid to schools that will, over the next four years, total over $7 billion. This bill
establishes mandates and measures of accountability that are essential to ensure that those
funds are used effectively.

Part B — Reform the State’s education finance system through the establishment of a
Foundation Aid formula, expansion of pre-kindergarten and other changes necessary to
implement the four-year Educational Investment Plan

Enactment of this bill is necessary to implement the 2007-08 Executive Budget by establishing
Foundation Aid and other provisions required in the Governor’s Four-Year Educational
Investment Plan.

Part C — Ensure that the mayors of Syracuse, Rochester and Buffalo are represented on
their local school boards

Enactment of this bill is necessary to implement the 2007-08 Executive Budget because it is
expected to achieve greater local accountability in the use of public funds.

Part D — Enhance the School Tax Relief (STAR) Program by increasing funding and
targeting the benefits to low and middle class homeowners

Enactment of this bill is necessary to implement the 2007-08 Executive Budget, which includes
an increase of $1.5 billion for the Middle Class STAR program.

Part E — Modify the Tuition Assistance Program (TAP) to reform eligibility criteria

Enactment of this bill is necessary to implement the 2007-08 Executive Budget, and will result in
TAP savings of $30 million on an academic year basis.

Part F — Modify the notification requirement for closing youth facilities

Enactment of this bill is necessary to implement the 2007-08 Executive Budget. It is estimated
that closing the three community residential homes and one non-secure facility in October, 2007
will generate $1.2 million in 2007-08 savings, consistent with the Financial Plan. These 2007-08



savings could not be achieved with the current twelve month notice requirement because the
current requirement would not allow the facilities to close until February, 2008, or just two
months before the end of the 2007-08 State Fiscal Year.

Part G — Convert an Office of Children and Family Services’ (OCFS) internal account to a
Special Revenue account to improve transparency

Enactment of this bill is necessary to implement the 2007-08 Executive Budget because it
establishes a special revenue other account for the receipt of per diem revenue assumed in the
Financial Plan. It is assumed that $96 million in revenues deposited in the account will be
transferred to the General Fund.

Part H — Mandate performance-based contracting for preventive services

Enactment of this bill is necessary to implement the SFY 2007-08 Executive Budget. Since this
bill requires local districts to implement performance or outcome based provisions, it is assumed
that their program assessments will culminate in improved performance, and will generate an
estimated $10 million in SFY 2007-08 State savings.

Part | - Permanently extend Child Welfare Financing Reform provisions set to expire on
June 30, 2007

The 2007-08 Executive Budget assumes that current provisions remain in place. If provisions
were to sunset, local governments would be forced to choose between supporting $200 million
in unbudgeted costs and discontinuing vital preventive services, while the State would face over
$100 million in unbudgeted costs from changes in foster care and CSE reimbursement.

Part J — Create a new, independent Office for the Blind and eliminate OCFs’ Commission
for the Blind and Visually Handicapped

This bill would be fiscally neutral in SFY 2007-08, as all existing appropriations for OCFs’
Commission for the Blind and Visually Handicapped would be transferable to the new Office for
the Blind. Modest cost increases may be possible in future years as the Office develops its
agenda.

Part K — Provide for performance measurements in Temporary Assistance for Needy
Families (TANF) funded programs, and establish an allocation methodology for the TANF
Flexible Fund for Family Service (FFFS)

Enactment of this bill is necessary to implement the 2007-2008 Executive Budget because it
provides the spending authority for $1 billion in TANF funds - approximately 42 percent of the
total Federal block grant.

EFFECTIVE DATE:



Part A — Strengthen educational accountability by establishing measurable performance
targets, promoting strong educational leadership, and raising standards

The bill is effective immediately.
Part B — Reform the State’s education finance system through the establishment of a

Foundation Aid formula, expansion of pre-kindergarten and other changes necessary to
implement the four-year Educational Investment Plan

This bill takes effect April 1, 2007, except that selected provisions take effect immediately or on
other specified dates.

Part C — Ensure that the mayors of Syracuse, Rochester and Buffalo are represented on
their local school boards

The bill is effective immediately.

Part D — Enhance the School Tax Relief (STAR) Program by increasing funding and
targeting the benefits to low and middle class homeowners

The bill takes effect immediately.

Part E — Modify the Tuition Assistance Program (TAP) to reform eligibility criteria

Section 1 of the bill takes effect July 1, 2007 and sections 2 and 3 of the bill take effect on April
1, 2007.

Part F — Modify the notification requirement for closing youth facilities
This bill takes effect immediately.

Part G — Convert an Office of Children and Family Services’ (OCFS) internal account to a
Special Revenue account to improve transparency

This bill takes effect immediately except that section 2 takes effect April 1, 2007.
Part H — Mandate performance-based contracting for preventive services

This bill takes effect immediately.

Part | - Permanently extend Child Welfare Financing Reform provisions set to expire on
June 30, 2007

This bill takes effect April 1, 2007.

Part J — Create a new, independent Office for the Blind and eliminate OCFs’ Commission
for the Blind and Visually Handicapped



The bill is effective 180 days after enactment.

Part K — Provide for performance measurements in Temporary Assistance for Needy

Families (TANF) funded programs, and establish an allocation methodology for the TANF
Flexible Fund for Family Service (FFFS)

This bill takes effect on April 1, 2007.



