New York State School Finance
An Overview Based on the Laws of 2018
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Introduction
This report provides a primer of New York State school finance. It includes a description of the number and different
type of school districts in New York State, revenue sources for public schools, where the education dollar is spent
and the growth in school spending over the years. It describes how major state aid formulas work and factors that
have driven aid to school districts over the years, the Foundation Aid formula that was enacted into law in 2007,
legislative action for 2018 pertaining to state aid to school districts and tax relief, and school finance issues from
the point of view of education.

School District Types
New York State provides public education to its children
by way of 695 K-12 school districts, special act school
districts and 37 regional education entities known as
Boards of Cooperative Educational Services (BOCES).
This includes:
•

650 K-12 major school districts and 24 non-K-12
districts which employ 8 or more teachers and are
eligible for regular State Aid.

•

Five minor school districts that have fewer than
eight teachers and receive only Operating and
Transportation aids.

•

Three school districts are not operating and contract
100 percent of their students to other school districts
for their education.

•

•

•

All are fiscally independent (with independent taxing
and borrowing authority) except the Big Five city
school districts of New York, Rochester, Syracuse,
Buffalo and Yonkers, which are fiscally dependent on
their city governments.
There are 13 special act school districts, created
through a special act of the Legislature for the purpose
of providing education services to students who
reside in childcare institutions. Ten are operating and
three are not operating. Special act school districts do
not have independent borrowing and taxing authority
but bill the public school districts where the child
is resident. The State Education Department and
Division of the Budget approve the tuition amounts of
special act school districts and public school districts
receive Private Excess Cost Aid on the expense.
Thirty-seven Boards of Cooperative Educational
Services (BOCES) provide a range of programs and
services to groups of two or more school districts
other than the Big Five.

New York State School Type
Designations and Number
Type

Number

K-12
Major
Independent
Dependent
Minor
K-12 Non-operating
Special Act
Operating
Non-operating
Total

682
674
669
5
5
3
13
10
3
695

Figure 1. Type and number of school districts in New
York State.

NYS P-12 Education.
A $65 Billion Enterprise
Total Revenue from State Sources

$27.4 billion

Total General and Special Aid
Fund Expenditure

$64.8 billion

Total Expenditure Per Pupil *

$23,361

Average State Revenue Per Pupil *

$9,880

* DCAADM

Figure 2. Total and per pupil revenue and expenditures
in New York State. Source: NYSED 2015-16 Fiscal
Profile Data
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Total Revenues
New York State provides education to students in pre-kindergarten to grade 12. Total expenditures from the
General and Special Aid funds totaled $64.8 billion in school year 2015-16. This includes $27.4 billion from state
sources including state revenues for the School Tax Relief (STAR) program. This amounts to an expenditure of
$23,361 per pupil and state revenue per pupil of $9,880. See Figure 2.
Education revenues come from three sources: local (54 percent),
state (42 percent) and federal (4 percent). The State portion is
further broken out into state funds for School Tax Relief (STAR)
at five percent and state aid to school districts at 37 percent. See
Figure 3.

Federal, 4%

State Aid, 37%
Local, 54%

State, 42%

State revenues for education are provided to create a partnership
between the state and local school districts for the improvement
of education and help school districts offer equal educational
opportunity to its public school children. Eighty-six percent of
STAR, 5%
State revenues for education come from the state’s General Fund1,
Figure 3. Revenue Sources for P-12 Education.
primarily from income and sales taxes. State sales tax laws reserve
four percent for the State and permit cou nties and cities to levy up to an additional four percent. Approximately
13 percent of state revenues comes from a special revenue fund supported by lottery receipts.
Examining state revenues as a percent of total expenditures for public schools over time, the lowest level of state
support was in 1944-45 at 32 percent. The highest level was in 2001-02 at 48 percent and current estimates for
2015-16 are 42 percent. However, these latter two numbers include revenues from the School Tax Relief program,
first implemented in
1998-99. For 2015-16,
STAR revenues made up
five percent of total school
revenues.
The School Tax Relief
program (STAR) began
with the implementation
of a state funded
school property tax
exemption for senior
citizen
homeowners
implemented in full in
1998-99. STAR was 5
percent of school revenues
in 2015-16, amounting
to approximately $3.3
billion.

Figure 4. STAR Per Student 2015-16.

1

New York State Financial Plan Projections Fiscal Years 2018-2022, February 2018. https://www.budget.ny.gov/pubs/
archive/fy19/exec/fy19fp/FinPlanUpdatedFY19.pdf
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Although STAR revenue is state revenue that goes to school districts its purpose and distribution are different
from school aid. School aid is state revenue that goes to school districts to equalize educational opportunity. STAR
is state revenue that goes to school districts to reduce real property tax burden. School aid is distributed based
on school district need factors (such as, fiscal capacity and student poverty) to provide a level playing field so
that all students will have the opportunity to achieve the education to which the state constitution entitles them.
STAR is distributed based on property wealth and as such provides more funds to wealthier parts of the state, thus
having no impact on educational opportunity. Figure 4 shows that average and low need/resource capacity school
districts receive more STAR per pupil than the four high need school district groups (New York City, Big 4, High
need urban/suburban and high need rural).

How Major School Aid Formulas Work
The most recent State Aid Handbook published by the New York State Education Department describes 58
different school aid formulas.2 Despite this, six formulas account for more than approximately 95 percent3 of State
Aid to school districts: Foundation Aid, Building Aid, Transportation Aid, BOCES Aid, and Public and Private
Excess Cost Aids for special education. Four formula approaches are largely used to distribute aid.

Foundation Formulas

Per Pupil Formulas

[ Adjusted Foundation Amount ]
- [ Local Contribution ]

[ Pupil Count ] x [ Legislated Dollar Amount ]
x [ District Aid Ratio ]

Used in:
Foundation Aid

Used in:
Hardware Aid

Expense-based Formulas

State Crisis Mode

[ Approved Expenses ] x [ District Aid Ratio ]
Used in:
Transportation, Building, BOCES, Special Education

Aid is frozen and school districts get
what they got the previous year

Figure 5. Aid distribution formulas and their components.
Many of these formulas use a School District Aid Ratio, or state share, to equalize educational opportunity and
this varies with district need or fiscal capacity. Need is measured by the property value in the district, the income
of residents in the districts, or a combination, weighted equally, of income and property value. The Aid Ratio
represents the share the State pays; the balance is provided primarily from local sources. A small number of aids
(Textbook, Software and Library Materials Aids) are provided in the same manner for all school districts regardless
of local fiscal capacity.

2

2017-18 State Aid Handbook. State Formula Aids and Entitlements for Schools in New York State as Amended by Chapters of the Laws of 2017. New York State Education Department, State Aid Office, Albany, NY, 2017. https://stateaid.
nysed.gov
3

2017-18 school aid, as reported in the State Aid Database in Support of the 2018 New York State Executive Budget.
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Traditional factors that drive aid in these formulas include:
District Fiscal Capacity
•
•

Income per pupil and Actual Value of taxable property per pupil (Foundation, Special Education)
Actual Value per pupil (Transportation [one of two options], Building, BOCES)

Pupil Need Factors
•

Foundation Aid uses an Extraordinary Needs Count, a mixture of student poverty, students with limited
English, and geographic sparsity

Spending
•
•
•

Textbook, Library, Software, Hardware (up to a per-pupil cap)
Transportation, Building and BOCES
Special Education (public high cost and private)

Pupil Counts
•
•

Used extensively in Foundation, Universal Pre-Kindergarten and Special Education aids
Used in minor ways in Transportation and Building aids

Education Spending
The education dollar is spent mostly on salaries of instructional staff, which together with their fringe benefits
account for 77 percent of every education dollar.

Where the Education Dollar is Spent
Debt Service (5%)
Operations (6%)

Instruction including
Fringe Benefits (77%)

Figure 6. Education expenses by percentage.

Administration (2%)

Transportation (5%)

Other (2%)

Non-Instructional
Benefits (3%)
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The remaining 23 percent is spent on debt service for school construction (five percent), operation and maintenance
of school buildings (six percent), pupil transportation (five percent), fringe benefits for non-instructional staff
(three percent), central administration including board of education expenses (two percent) and other, including
expenses for tuition of resident students attending other school districts (two percent.) See Figure 6.
School spending has grown steadily but growth has slowed in recent years, including 2015-16. Annual pre-recession
spending increases for 15 years averaged 5.6 percent. Since 2008, school spending has grown by less than half that,
at 2.7 percent a year. But not all education expenses have grown at the same rate. Figure 7 shows that of all the
spending categories studied, teacher retirement costs grew the most (112 percent over ten years), while tuition
paid to other districts for resident students declined the most (42 percent less over same time period). Expenses
for Other, including interfund transfers such as from the General Fund to the School Food Service Fund or the
Capital fund, grew 88 percent over the ten years studied while all costs grew 34 percent.
School District Spending Change 2006-07 to 2015-16
HN
Urb/
Sub
38%
20%
13%
28%
5%

HN
Rural
17%
38%
8%
23%
17%

Avg
Need
18%
21%
18%
28%
18%

Low
Need
17%
16%
22%
27%
18%

State
21%
17%
22%
27%
7%

NYC
38%
6%
29%
8%
-11%

Big 4
-1%
36%
12%
29%
20%

30%

0%

28%

37%

28%

27%

Tuition Paid to other districts

-42%

-91%

92%
-65%

9%

65%

61%

4%

Other Tuition
Other Instructional Salaries
Other Instructional Expenses

85%
20%
81%

96%
31%
124%

91%
8%
86%

58%
8%
55%

73%
23%
11%

68%
17%
14%

45%
12%
9%

Board of Education
Central Adminsitration
Teacher Salaries
Pupil Personnel Services Salaries
Curriculum Dev and Support Salaries
BOCES

Community Service

-2%

-4%

-51%

-68%

10%

40%

23%

Operations and Maintenance

22%

58%

-14%

-0%

4%

5%

8%

112%

132%

84%

75%

69%

81%

87%

Health
Other Employee Benefits

54%
28%

75%
28%

63%
11%

37%
29%

41%
25%

50%
31%

44%
33%

Other Undistributed

-6%

9%

12%

25%

44%

18%

Other

88%

-16%

-22%

77%

79%

-30%
93%

193%

Subtotal
Transportation

35%
21%

51%
24%

26%
38%

23%
25%

23%
22%

24%
16%

27%
16%

Debt Service Principal

53%

24%

77%

99%

91%

63%

41%

Debt Service Interest

-12%

-0%

51%

-8%

-7%

-26%

-37%

Total Expenditures

34%

48%

29%

24%

26%

24%

25%

Teacher Retirement

Figure 7. School District Spending Change: 2006-07 to 2015-16.
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Using 2015-16 school year data, local revenues constitute 54 percent of education revenues. About 90 percent
derives from property taxes levied by boards of education on residential and commercial properties. Only the Big
5 cities (New York, Rochester, Yonkers, Buffalo and Syracuse) have constitutional tax limits. The limits apply to
the total municipal budget, of which the school budget is a part. The considerable reliance on local revenues results
in large spending disparities among school districts, and has long been considered a school finance challenge to
providing equal educational opportunity to school children.

Debt Limits
In addition, school districts are subject to a debt limit. There are three separate debt limit restrictions depending
upon the type of district. The debt limit for:
1. Small City School Districts is 5 percent of the average full value of last five years’ tax rolls and may be
exceeded if authorized by 60 percent of the voters and approved by the board of Regents and the State
Comptroller.
2. Central, Union Free, and Common Districts is 10 percent of the full value on the most recent tax roll
and may be exceeded if authorized by 60 percent of the voters and approved by the board of Regents
and the State Comptroller. For districts wholly or partially within the Adirondack Park, consent of the
Commissioner and the State Comptroller is required.
3. Big 5 City School Districts have a limit that applies to the city government of which they are a part. It is a
percentage of five years of Full Value as follows: New York, 10%; Buffalo, 9%; Rochester, 9%; Yonkers, 9%;
Syracuse, 9%.

Diversity and Education Reform
New York’s diversity across its almost 700 school districts continues to pose problems for education reformers.
NYSED ranked school districts into ten equal groups (deciles) by student need in relation to resource capacity and
compared the 10 percent highest need districts to the 10 percent of lowest need districts. In 2007-08, there was a
spending gap of more than $5,500 per pupil, despite the fact that the highest need districts were taxing themselves more,
almost $3 per $1,000 of property value, than low need districts. The highest need school districts had approximately
$2,000 in property value for every student while the low need districts had more than $14,000 in property value
for each student. See
Figure 8.
2007-08
2015-16
Comparing the same
data in 2015-16, the
spending gap has
increased to more
than $5,800, taxes
have increased for
both groups of school
districts, but high
need school districts
continue to tax more
and spend less, and
property wealth grew
approximately $800

High Need
School
Districts

Low Need
School
Districts

Gap

High Need
School
Districts

Low Need
School
Districts

Gap

Per Pupil
Spending

$$ 10,108

$$ 15,649

$$ 5,541

$$ 18,028

$$ 23,867

$$ 5,839

Tax Rate

$$ 12.28

$$ 9.37

$$ 2.91

$$ 16.06

$$ 13.47

$$ 2.59

Local
Revenue

$$ 2,082

$$ 14,514

$$ 12,432

$$ 2,905

$$ 18,665

$$ 15,760

Figure 8. Comparison of average per pupil spending, tax rate, and local revenue of high
need and low need school districts in 2007-08 and 2015-16.
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per pupil in high need school districts and more than $4,000 per pupil in low need school districts. Comparing the
spending gap over time, NYSED reports “this expenditure gap generally decreased from 1993-94 until 1999-00,
and, with few exceptions, has generally been increasing since the 2001-02 school year.4” The highest need school
districts tax at a higher rate, but tend to raise less and offer less.

Foundation Aid Beginning in 2007-08
In 2007, the State enacted a Foundation Formula to fund its schools. The new formula is detailed in sections 3602
(2 and 4) and 211-d of the Education Law. In 2017-18 it provided an estimated $17.2 billion, representing 76
percent of all aid received by New York State school districts.
Foundation Aid replaced an Operating Aid formula and approximately 30 other funding streams that provided
support for public schools. The Operating Aid formula adjusted aid for school district fiscal capacity, but fell
short in a number of ways that were corrected with the 2007 Foundation Formula. Although the formula was
subsequently frozen and reduced as the state responded to the Great Recession that began in 2008, it has helped to
lead school aid reform in better economic times. This formula was significant for many reasons.
•

Cost Study. For the first time in New York State school aid was based on the cost of achieving education
outcomes as measured by a study of school districts that were successful in meeting state learning standards.
This represented an initial critical step in knowing how much money was needed to achieve education
goals and to begin to create incentives to use the money more productively. The formula served as an
expectation that if school districts managed their resources properly, that successful student outcomes
would result.

The formula also included other key features that were essential to ensuring the sufficiency and equity of funding:
•

Equity. Funding was adjusted by student need, including poverty, limited English proficiency, geographic
sparsity and disability status, so that school districts would have the resources to give all students the extra
time and help they need to meet state learning standards. Weightings for student poverty were increased
in the Foundation Formula, which had been a consistent Regents proposal.

•

Purchasing Power. Like the operating aid it replaced, Foundation Aid adjusted funding for the ability of
the school district to raise revenues locally but it also added a new feature: an adjustment for regional cost
differences, or the relative ability of the district to attract qualified teaching candidates. This meant that a
dollar of school aid would purchase approximately the same goods and services regardless of the costs in
the region. This provided an equalizer for school district purchasing power.

•

Inflation. The Foundation Amount identified in the cost study and used to initiate the Foundation Formula
was to be adjusted for inflationary increases each year, tied to the cost of living of consumers in the United
States. Prior to this no inflationary increases were provided and operating aid remained frozen for years.

•

Stability. A basic school aid formula should provide stability to school districts so that they are able to
provide consistent educational programing to sustain growth in student achievement. Save-harmless
provisions are a necessary and important part of a basic school funding formula in order to protect school
districts against loss. However care should be taken to limit this aid so as to not divert too much aid toward
loss rather than student need.

4

New York State Education Department. Analysis of School Finances in New York State, 2011-12. Albany, New York:
January 2014.
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The formula New York State enacted in 2007 had a three percent save harmless provision, despite Regents
recommendations for no increase (2005-06 Regents proposal) and two percent (2006-07 and 2007-08 Regents
proposals). This meant that when the formula calculated a loss, such as for a school district with declining
enrollments, it would provide the district with a three percent increase anyway. With declining enrollments in
many school districts around the state, this resulted in the state paying millions of dollars for students that didn’t
exist, rather than directing those dollars to districts that were underfunded for actual students according to the
foundation formula.
Alternatives exist. Some states provide save harmless funds (no loss) for one year only to allow the district to
adjust. Another option is to provide a softer landing by ensuring at least 95 percent of the prior year’s aid each year,
thus limiting the amount of loss. Balancing aid for stability and aid for districts with increased student need is a key
part of a state’s basic aid formula.
Thus the Foundation Formula enacted in 2007 was important in that it linked State Aid to a level of achievement,
which was defined as the Regents learning standards.5 This represented a type of informal contract between the
state and school districts that created an expectation that using state and local funds to provide this education
foundation, if properly managed, would result in a given level of student results.6 It was also significant in that pupil
needs were an important factor in the formula and aid was cost-adjusted so that a dollar of state aid purchased
approximately the same level of goods and services around the state.
The formula has four basic moving parts, each of which could be understood conceptually and publicly debated:

School District’s Foundation Aid Per Pupil Equals
Foundation Cost

X

Pupil 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.7
The Pupil Needs Index recognizes the added costs of providing 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.
The Expected Local Contribution is an amount districts are expected to spend as their fair share of the total
cost of general education.
5

Attainment of the Regents learning standards was measured as an average of 80 percent proficiency on seven state examinations (Grade 4 reading and mathematics and five Regents examinations) over a three-year period (21 assessments).
6

See Wyckoff, James H., and Michelle Naples. 2000. Educational finance to support high learning standards: A synthesis.
Economics of Education Review 19(4): 305-318.
7

The estimate for the Foundation Cost was taken from the spending of the lower 50 percent of school districts that
achieved successful results. This ‘adequacy filter’ was used to distinguish between districts that were providing a sound
basic education versus those that were providing a state of the art education.
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The formula was to be fully phased in by 2011-12, providing an additional $7 billion to New York school districts.
The Great Recession derailed implementation of the formula after two years and the State froze foundation aid
beginning in 2009-10 and balanced its budget deficits through Gap Elimination Adjustment reductions imposed
on school districts since 2010-11. That is, not only was Foundation Aid frozen but aid already provided was taken
back, producing a fiscal hole for school districts, especially those low wealth districts with greater reliance on State
Aid. Over this period approximately $9 billion has been withheld cumulatively from school districts.
GEA reductions were fully restored in 2016-17 and as of the 2018 enacted budget $3.5 billion in additional funds
is required to fully fund the Foundation Formula enacted in 2007. The budget provided $293 million to hold
districts harmless against loss.

Tax Relief
Tax relief has been a priority for New York State under the Cuomo administration. New York State’s tax relief
program consists of a School Tax Relief program (STAR) and the New York State Tax Cap.

STAR
The School Tax Relief Program was enacted in 1997 and took effect with the 1998-99 school year. The State made
payments to school districts to compensate them for reduced property tax receipts. Beginning with the 2016-17
school year, the state converted the STAR benefit into a tax credit for new homeowners or homeowners who moved.
The STAR program is simplified by transforming the exemption into a pre-paid refundable personal income tax
credit, allowing school districts to collect revenue without having to wait for reimbursement from the State. The
change only applies to first-time homebuyers and homeowners who move. Previously, school districts collected
reduced revenue as a result of the STAR exemptions, and the State compensated school districts for the cost of the
exemption. There is no change to the amount of the STAR credit for taxpayers, only the mechanism used to claim
the credit. In addition, the laws of 2016 converted New York City personal income tax STAR credit into a State
personal income tax credit, simplifying the process while not affecting the amount of the benefit homeowners
receive.
STAR began with the implementation of a state funded school property tax exemption for senior citizen
homeowners implemented in full in 1998-99. The basic STAR exemption provides tax relief on the first $30,000
in property value for taxpayers in their primary residence who earn less than $500,000 a year. A middle class
STAR Program—enacted in 2007 and discontinued in 2009—targeted additional tax relief to middle income
homeowners. Enhanced STAR provides an increased benefit for the primary residences of senior citizens (age 65
and older) with qualifying incomes (less than $86,000 per year). It exempts the first $66,800 of the full value of
a home from school taxes for the 2018-2019 school year. STAR was five percent of school revenues in 2015-16,
amounting to approximately $3.3 billion.

Tax Cap
The laws of 2011 enacted caps on the amount of local and state revenue that could be raised for education. A State
Aid cap limited the growth of future general support for public schools by limiting future rate of growth to growth
in New York State personal income. Increases in formula-driven aids will be funded within the cap and frozen aids
will compete for remaining resources. Unless legislation is enacted, Foundation Aid will remain frozen. The state
budget stayed within the State Aid cap in 2012 and enacted legislation to appropriate funds beyond the state aid
cap in 2013, 2014, 2015, 2016, 2017 and 2018.
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The Tax Cap was first implemented in 2012. The law limits each locality’s Tax Levy increase to the lesser of 2
percent or inflation, as measured by growth in the Consumer Price Index. Some expense increases are excluded
from the cap: excessive pension cost increases, certain large legal expenses (such as for tort actions), and the local
share of capital expenditures. Voters can approve an increase higher than this tax levy limit with a 60 percent or
greater majority vote of approval. If voters disapprove the budget, the levy is held to the previous year’s levy. Like
STAR, the Tax Cap provides
more advantage to wealthier
school districts. This contrasts
with school aid that has sought
to provide a level playing field
to students by providing more
resources to school districts
with limited fiscal capacity and
higher student needs.
Figure 9 shows that a two
percent cap on local levy for all
districts allows the wealthiest
ten percent to raise more than
six times the amount of local
resources compared with the
least wealthy ten percent of
school districts.

Figure 9. The Impact of the Tax Cap Varies Dramatically with District Wealth.

2018-19 State Budget
On March 30, 2018, lawmakers approved a budget for New York State for fiscal year 2018-19, which included a
total spending plan of $168 billion. This provides $26 billion for education, an increase of an $859 million over
2017-18 funding. This increase was less than half of what several educational groups said schools needed, including
NYSASBO. While the budget avoided some of the most restrictive caps and reductions proposed in the executive
budget, its meager Foundation Aid increases leave most school districts further away from full Foundation Aid
funding. The budget also imposes burdensome new reporting requirements on school districts with some of the
highest need school districts required to meet a July 1, 2018 deadline.

School Aid
The 2018-19 State Budget included a total increase of 3.41 percent in formula school aid. Across most aid categories
and in total, state support of school districts increased from 2017-18 to the current year. Specifically, this includes
a 3.6 percent increase in Foundation Aid, a 5.2 percent increase in Transportation Aid, and a 4.7 percent increase
in Building Aid.
The budget rejected executive proposals to cap or limit aid for building, transportation, BOCES and summer school
for students with disabilities. Regionally, state aid distribution reflected trends from past years’ budgets, with 39
percent of state aid going to New York City, 13 percent to Long Island, 9 percent to the Big 4 city school districts,
and 32 percent to the rest of the state. Focusing on Foundation Aid increases reveals modest gains throughout the
state, as shown in Figure 10.
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Foundation Aid
Increase ($)

Foundation
Aid (%)

Foundation Aid
Still Due
per Pupil

Capital District

$23,319,396

2.9%

$1,109

13%

Central New York

$25,602,321

2.9%

$1,138

17%

Finger Lakes

$36,963,485

3.0%

$1,382

14%

Hudson Valley

$49,198,143

3.3%

$1,560

6%

Long Island

$77,469,114

3.9%

$1,980

8%

Mohawk Valley

$16,329,000

3.1%

$1,274

9%

New York City

$307,875,587

4.1%

$1,156

-21%

North Country

$17,389,053

3.3%

$791

14%

Southern Tier

$22,735,037

3.0%

$751

6%

Western Region

$41,464,428

2.8%

$1,127

14%

Region

Change in
Foundation Aid
Still Due

Figure 10. Foundation Aid Analysis by Region.
Foundation Aid increases range from 2.8 percent in Western New York to 4.1 percent in New York City. Overall
Foundation Aid still due fell for New York City, but grew in every other state region.
Looking at Foundation Aid increases by need resource capacity category (Figure 11) shows a similar pattern, as
all non-New York City groups moved further away from being fully funded. School districts in the high need
urban/suburban category, including small city school districts, continue to have the most Foundation Aid Still
Due: $3,947 per pupil. Foundation Aid still due for full implementation of the formula is $3.5 billion.
Foundation Aid
Increase ($)

Foundation Aid
Increase (%)

Foundation Aid
Still Due
per Pupil

Change in
Foundation Aid
Still Due

New York City

$307,875,587

4.1%

$1,156

-21%

Big Four

$43,230,737

3.1%

$1,976

16%

$76,425,204

4.1%

$3,947

5%

$49,566,761

3.3%

$1,165

4%

Average-Need

$118,189,381

2.9%

$1,013

15%

Low-Need

$23,057,894

2.7%

$766

9%

Category

High-Need Urban/
Suburban
High-Need Rural

Figure 11. 2018-19 Foundation Aid by School District Need/Resource Capacity Category.
The 2018-19 Community Schools Set-aside, which is an earmarked amount within Foundation Aid, increased by
$50 million for a total of $200 million.
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Legislative Changes
One of the most significant mandates in the 2018-19 enacted budget is a requirement that school districts report
a Statement of Total Funding Allocation before the start of the school year. Beginning with the 2018-19 school
year, New York City and school districts with at least four schools receiving at least 50 percent of their total revenue
from state aid must submit school level budgeted allocations within the district for the upcoming school year. This
mandate expands for school year 2019-20 to include all school districts with at least four schools and then again,
for school year 2020-21, to include all school districts. NYSASBO is working with state officials to ensure a smooth
process for the 76 school districts required to report on 2018-19 budgeting by July 1, 2018.
To deal with the fiscal challenges created by the new federal tax code, the budget approved new laws creating
charitable funds at the state level and allowing school districts to create charitable funds at the local level. Donors
would be able to deduct their donations against their federal income and receive an 85 percent credit against
their state income tax liability. At the school district level, powers and duties of the trustees of school districts are
expanded to include establishing a charitable fund. The charitable fund can be created by board resolution and the
board will determine when to transfer such funds to the district’s general fund for expenditure. The school district
must account for charitable funds and may establish by resolution a credit for real property taxes up to 95 percent
of the donation.
The budget also includes a payroll tax known as the alternative employer compensation expense program. This
optional payroll tax would be fully deductible under the federal tax plan. In school districts, the superintendent
will decide whether to participate. The tax is five percent of salary over $40,000, phased in over three years.
Furthermore, the budget decouples the state tax code from the federal tax code to avoid more than $1.5 billion in
State tax increases brought solely by federal tax increases.
The budget adopted several of the Executive’s proposals to combat student hunger. For districts participating in
the national school lunch program or breakfast program, a meal shaming prevention plan must be submitted to the
Commissioner by July 1, 2018. The plan must be adopted by the board and posted on the district website. Districts
with at least 70 percent of students eligible for free or reduced-price meals are required to offer all students a school
breakfast after the instructional day has begun as part of the Breakfast After the Bell Program. Finally, the Farm to
School Program was expanded to permit school districts that purchase 30 percent of their lunch ingredients from
New York State farms to receive a reimbursement of $0.25 per lunch meal (an increase from $0.0599 per meal).
The Farm to School reimbursement was a NYSASBO proposal. Other NYSASBO proposals are included in Figure
12 (next page).
Greater legislative activity was anticipated to deal with school safety given the events in Parkland, FL, and a surge
of threats to school districts throughout New York in the wake of that shooting. Nevertheless, changes to school
safety were modest. The budget extended an additional 10 percent in Building Aid for security systems and safety
cameras through July 1, 2023 (not to exceed 100 percent of base year expenditures). The budget allocated $2
million for the Supportive Schools Grant Program, which is intended to improve school climate, reduce bullying,
and implement provisions of the Dignity for All Students Act.
The budget included provisions to strengthen early learning by expanding half-day and full-day pre-kindergarten
instruction. $15 million in grants is appropriated in the budget and will be distributed based on measures of school
district need, need of students to be served, districts’ proposals to target the highest-need schools and students,
and the extent to which district proposals would prioritize funds to maximize the total number of eligible children
in the district.
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NYSASBO Proposals Included in the Enacted Budget
▶▶ Farm to School Initiative modified to provide 25 cents/lunch meal for districts purchasing 30% of
school lunch ingredients (including dairy products) from New York sources
▶▶ Changed 10 percent increase in Building Aid Ratio for security enhancements from annual extension
to a 5-year extension (expires in 2023)
▶▶ Modified 2017-18 Building Aid Penalty Amnesty program to reduce annual payments and lowered
threshold for eligibility saving $14.8 million
▶▶ The following Executive proposals were also defeated on behalf of NYSASBO’s advocacy efforts:
•
•
•
•
•
•

Eliminating Prior Year Aid adjustments going forward
Changing Summer Special Education reimbursement
Freezing the growth in STAR benefits
Eliminating the annual assessment of taxable state-owned land
Capping the growth in expense-based aids
Expanding the MWBE requirements to school districts and local governments

Figure 12. List of NYSASBO proposals included in the Enacted Budget.

Conclusion
The enacted budget contained modest increases in state aid for education, including a $618 million increase in
Foundation Aid. However, outside of New York City, the gap between full funding of the Foundation Aid formula
and Foundation Aid provided for 2018-19 grew. The introduction of a new school-level fund allocation reporting
mandate is an additional burden on all school districts, with immediate implications for some of the highest need
school districts. With a growing gap between Foundation Aid full funding and aid provided to districts, imposing
new challenges on high need districts is truly putting the cart before the horse in efforts to ensure educational
equity. While increased transparency in school funding at the district level may be a necessary element of a fully
funded education system, school level reporting requirements before districts are fully funded may cause confusion
and reduce transparency about the need for state support to districts.

State Aid Issues in School Year 2018-19
A number of issues remain relating to state aid to school districts.
1. Should the State Continue to Phase in a Foundation Formula Based on the Cost of Success?
The Foundation Formula enacted in 2007 has many improvements over the previous Operating Aid for supporting
the state’s efforts to promote quality education that fulfills the state’s expectations about education. However, some
aspects of the formula are less helpful than others and may even impede progress toward achieving the state’s
education goals. For example, the 2007 formula included a guaranteed three percent increase for districts that
would receive less under the formula. Experience showed that the state couldn’t afford the Foundation Formula
during the recession that began in 2008 but it may be that some aspects of the formula are richer than needed and
may even detract from the state’s responsibility to fund a sound basic education as required by the Constitution.
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Another issue is the time that has passed since the formula was enacted. Each year, inflation increases the cost of
the formula and makes the original formula more costly and therefore harder to implement.
2. Or Should the State Create a New Foundation Formula?
The state may want to go back to the drawing board, do a new cost study to determine the cost of providing a
sound basic education, and propose a new formula that is fiscally responsible and sustainable and provides the
opportunity for all students to receive a sound basic education including the supports needed by students that
need extra time and help. The disadvantage of this approach is that a great deal of effort will be required to get
support of educators, the public and legislative leaders. While educators agree that change should be made to
the existing formula, it may be easier to get consensus on modifying the existing formula rather than creating a
new formula. NYSASBO has recommended specific changes to the formula based on the work of the NYSASBO
Foundation Aid Task Force, representing most regions of the state.
3. How best can New York State school districts incorporate school-level budgeting and expenditure reporting in
their financial systems?
2018 saw a new law requiring school level budget reporting, to be phased in over three years. In addition, the
Every Student Succeeds Act requires school level expenditure reporting beginning with the 2018-19 school year.
What is the best way to meet these requirements in a manner that is valid, reliable and understandable to the
public? How should the state modify expectations for district and school level accounting in a way that accurately
reflects circumstances at schools? How should school districts change their school level budgeting and spending
to improve student outcomes?
4. Should the state do more to improve school safety?
While the state included in its budget a ten percent increase in state building aid for security upgrades until
2023 and a $2 million grant program to improve school climate and reduce bullying, should more be done to
protect students against possible attacks such as seen in many other states on an ongoing basis? NYSASBO has
recommended making the NYSAFE Act’s enhanced funding for security upgrades permanent, removing the
salary cap for hiring retired police officers as school resource officers, expediting the approval process for security
projects, making Community Schools Aid separate and available to all districts, and exempting security expenses
from the property tax cap. Should more be done?
5. How can the state improve education in an era of tax relief?
Tax relief and educational excellence are two important state goals. As currently implemented, the state’s tax relief
programs (STAR, Tax Cap, Tax Freeze) are competing with the state’s ability to achieve its education goals. The
New York State Association of School Business Officials together with Rockefeller Institute for Government
conducted a School Finance Symposium in 2014 to explore ways in which New York State can achieve both
goals simultaneously. It examined experiences from other states (New Jersey, Massachusetts and Wisconsin) and
considered the potential for implementing policies that support both tax relief and education. These issues have
continued as the state has shown little interest in modifying the Tax Cap.
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