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SUPPORTING OUR SCHOOLS_________________________________________________
New York State’s Foundation Aid formula was enacted into law nine years ago to provide a fairer, more adequate, and 
simpler method by which to provide state aid to school districts. The state intended to phase in the full formula over four 
years, but after the first two, the Great Recession occurred and aid to schools was frozen and then reduced. Instead of 
phasing in the formula as planned, the State applied the Gap Elimination Adjustment (GEA), which cut school aid by billions 
of dollars until it was completely phased out in 2016.  

The enactment of the tax cap in 2011 placed another financial burden on school districts by limiting their ability to raise local 
resources to two percent or the rate of inflation, whichever was less, unless 60 percent or more of voters approved a tax 
cap override.  Over the past three years the tax cap has been below a two percent cap and the most recent year was near 
zero (.12%). With a tax cap at such a low level, even low-need high-wealth districts were dependent on significant state aid 
increases. Despite legislative attempts to lessen the punitive nature of the tax cap, such as allowing exclusions for BOCES 
capital expenditures and including PILOTS in the tax base growth factor, these modest changes still remain unimplemented 
by the state.

With the GEA completely gone, we can now focus our attention on the remaining $3.8 billion in Foundation Aid that was 
promised but remains unfunded. What’s more, the Foundation Aid formula has not been updated since its initiation almost 
a decade ago, and with changing demographics and higher learning standards, it needs to be reexamined to ensure that 
the state is using the most current and accurate information to calculate aid and distribute it in the best manner possible.

The New York State Association of School Business Officials has re-examined the Foundation Aid formula and has proposed 
making changes that can be implemented in both the short-term and long-term to ensure that it is equitable, adequate and 
stable. In the meantime, the state should commit to a phase-in of the formula, should implement already approved changes 
to the tax cap, update funding to CTE programs and school nutrition reimbursements, encourage smart school spending, 
and provide flexibility to overburdened districts.

OVERVIEW_________________________________________________
NYSASBO proposes the state phase-in the remaining Foundation Aid owed over the next three years at a cost of $1.2 billion 
each year.  In addition, NYSASBO proposes Foundation Aid formula enhancements, recommended by our Foundation Aid 
Task Force, estimated to cost $100 million to be phased in at $33 million a year for three years. These enhancements include 
using updated Census data and removing artificial caps on measuring community wealth and student poverty. NYSASBO 
also recommends a temporary categorical aid of $100 million to provide aid to school districts with influxes of English 
language learners and unaccompanied minors until the Foundation Aid formula is fully phased in. Additionally, we support 
the continuation of $253 million in hold-harmless provisions that provide stability to many school districts.  

In addition to the changes above, the Foundation Aid Task Force also recommended the replacement of Free and Reduced 
Price Lunch (FRPL) data with Direct Certification data, a review of the weighting for English language learners, a new costing 
out study and other adjustments that can be found in NYSASBO’s Foundation Aid Task Force Study on online at www.
nysasbo.org.  

NYSASBO also recommends full funding of expense-based aids such as Building, Transportation and BOCES Aids. In 
addition, NYSASBO proposes a $76 million increase over three years to raise the salaries of Career and Technical Education 
(CTE) teachers at BOCES and the Big 5 city school districts.

NYSASBO supports the farm-to-school initiative to enrich the connection communities have with fresh, healthy food and 
local food producers by increasing reimbursements for school meals when locally produced or processed food is used in 
their preparation. We also support the proposal for those schools that were moved out of persistently struggling status to 
receive the second year of funding that they were promised under the school receivership program. 

NYSASBO recommends that the state invest $107 million in non-recurring funds to pay school districts for approved prior-
year adjustments (PYA) to their aid claims. This is money owed but not yet paid to school districts going back several years. 
This level of appropriation would allow the state to pay off these debts to school districts over three years and then could 
be reduced to meet the annual current need. Altogether, these recommended increases would bring general support for 
education up from $24.2 billion to $26.3 billion for 2017-18.
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In order to balance the need for adequate investments in our children’s education with tax relief, further adjustments to 
the tax cap are needed. The state needs to implement the changes that were enacted in 2015 to allow school districts 
to exclude BOCES capital expenses and count payments in lieu of taxes (PILOTs) in the quantity change factor used to 
calculate the allowable levy limit. The state should consider further flexibility to make up for historically low tax caps that 
hamper schools’ efforts to meet state mandated requirements.  These are detailed here: http://tinyurl.com/hkc4zd7.

FIGURE 1. 2017-18 NYSASBO STATE AID PROPOSAL

Enacted Budget 2016-17 $24,208,451,148

Foundation Aid Phase In* $1,191,810,094

Estimated Formula Enhancements* $33,333,333

ELL Categorical $100,000,000

Save Harmless $253,184,777

Estimated Expense-Based Aids $350,000,000

Subtotal $1,928,328,204

Additional Requests

Career and Technical Education* $25,391,946

Increase in Child Nutrition Reimbursement* $25,000,000

Strategic Resource Use Grants* $500,000

Prior Year Adjustments* $106,598,671

Subtotal $157,490,617

Total Increase Requested $2,085,818,821

Total Proposed Aid for 2017-18 $26,294,269,969

*To be funded at this level for three years in a row

FOUNDATION AID_________________________________________________
PHASE-IN AND RE-EXAMINATION 
NYSASBO recommends the state phase in the Foundation formula over three years. This will cost for 2017-18 $1.2 billion to 
fund Foundation Aid at the promise level, $33 million estimated for enhancements, and $253 million in save-harmless aid.

In order for schools to provide the critical educational services and strengthen the state’s economy into the future, the 
state must get the Foundation formula back on track and fully implemented within the next three years. The state should 
take care to preserve the formula elements that support school district efforts to provide a sound basic education and a 
meaningful high school education, as the State Constitution requires. 

The formula currently in law is approximately a decade old. Given changes in standards, assessments, and student needs 
over this period, NYSASBO believed it was an opportune year to do a full review of Foundation Aid, to allow the state to re-
examine the formula to ensure that it truly provides effective support for all schools. This year, NYSASBO gathered together 
a diverse group of school business officials from all over the state to look at the formula. These recommendations can be 
seen in greater detail in the report “Supporting Our Schools: A Study of New York State Foundation Aid” (download the 
report at www.nysasbo.org/FATF).  We propose the following changes to achieve an equitable, adequate, and stable school 
funding formula that promotes student success.

1. Improve the measurement of student poverty. 

a. Use Direct Certification data instead of Free and Reduced Price Lunch data, and small area income and poverty 
data in place of census poverty data to measure poverty in Foundation Aid, and update this information annually.

b. Adjust the measurement of poverty used for Foundation Aid to reflect costs around the state.
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c. Provide greater aid for districts with higher concentrations of poverty.

d. Don’t limit aid for student poverty with maximums or caps. For example, the maximum of 2.0 in the calculation of 
the Pupil Need Index prevents the formula from recognizing the highest levels of poverty.

e. Use the most recent data available, including spending and performance data used in the Successful School 
District cost study, data for the calculation of the Regional Cost Index, data on classification of students with 
disabilities, data on the fiscal capacity of school districts and the needs of students, and data necessary to assess 
school districts’ need-resource capacity status. 

f.  Continue use of a three-year rolling average of students eligible for free and reduced-priced meals (or Direct 
Certification data) to provide stability in the measurement of student poverty.

2. Equalize aid fully for ability to pay.

a. Remove the .65 Income Wealth Index floor which reduces aid to the neediest districts. 

b. Eliminate the 2.0 Income Wealth Index maximum which increases aid to the wealthiest school districts. 

3. Keep Foundation Aid unrestricted.

a. Fund Community Schools Aid as either unrestricted aid or a categorical aid rather than as a Foundation Aid set-
aside.

4. Provide categorical aid for the education of English Language Learners until Foundation Aid is  
fully phased in.

a. Incorporate an updated study of the costs of educating English language learners, to be reflected in an 
appropriate weighting in the Pupil Needs Index. Until the formula is fully phased in, however, the needs are 
immediate and a categorical aid to assist school districts with the additional costs of educating English language 
learners and unaccompanied minors should be funded at $100 million to meet these urgent needs. 

5. Examine the cost of success with at risk students to determine the appropriate weighting for pupil need.

a.  The state should support and ensure a process for the careful estimation of pupil weights for various categories 
of disadvantaged students as a critical part of designing the state education aid formula.  This should include a 
new cost study to calculate the true cost of educating English language learners.

b. Simply looking at weights other states use is not sufficient; many of these weights reflect political compromises 
instead of careful estimation of costs and results, and other states’ estimated weights may not be appropriate for 
New York’s performance objectives and student characteristics.

c.  New York should add the capacity it needs to estimate and update pupil weights, such as by increasing research 
staff capacity in the New York State Education Department.

6. Update and improve the cost study to estimate the cost of providing a sound basic education.

a.  The Successful School District cost study should be updated at least every three years to reflect current 
circumstances. 

b. The threshold for “success” should use meaningful measures, including graduation rate, and assessment goals 
related to college and career readiness. Graduation rates should take into account those who graduate in four 
or more years. Measures of growth and improvement in schools that have a long way to go to reach college and 
career readiness should also be incorporated. 

7. Dollars for education should result in increased numbers of students that are college and career ready.

a. Continue the School Receivership program with changes suggested by the Education Conference Board to 
provide more time and continued resources to support improvement in low performing schools.

b. Provide seed money to assist high need school districts to engage in strategic resource planning and use to help 
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them create and implement long term plans to reallocate resources for improved student achievement.

c.  Eliminate the Contracts for Excellence program.

8. Provide stability in funding

a.  Phase in the formula within three years and commit to this in law so that school districts can plan for and count 
on these resources

b. Continue to hold school districts harmless against loss.

c. After the phase in to the full formula, inflationary increases already included in the law will provide necessary 
predictability for school districts at an appropriate level. 

IMPACT OF THE FORMULA_________________________________________________
As the state invests in its schools, it invests in its economy and its future. High-need school districts have the farthest to go 
to meet the funding targets established by the 2007 Foundation formula, as shown in Figure 2. Figure 3 is a map showing 
districts that would benefit from full Foundation formula funding.

FIGURE 2. AVERAGE FOUNDATION AID STILL DUE PER STUDENT

To put these state commitments to school districts in perspective, we examined outstanding Foundation Aid still due to 
provide what was promised in 2007 as a percent of school district spending. Statewide, Foundation Aid still due is 6 percent 
of school district spending. Figure 4 shows that high-need urban and suburban school districts (including high-need small 
cities) and the Big 4 city school districts are still due the largest share of Foundation Aid, at 17 and 9 percent, respectively.

While NYSASBO supports the Foundation Aid formula as a step toward equity and adequacy for schools, we also recognize 
that districts depend on the aid they expect to receive in order to budget their money wisely. Due to enrollment loss and 
other factors, 252 districts would actually lose money if Foundation Aid were implemented fully. NYSASBO proposes the 
state provide $253 million in order to hold districts harmless against loss of state aid. This aid would go to all types of school 
districts except the Big 5 cities and would go mostly to average need school districts. All regions of the state would benefit 
except New York City with Long Island receiving the most aid. Figures 5 and 6 show the districts which would receive this 
Save Harmless Aid by Need/Resource Capacity category and by region.
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FIGURE 3. FOUNDATION AID STILL DUE AS A PERCENT OF SCHOOL DISTRICT 
SPENDING

FIGURE 4. FOUNDATION AID STILL DUE AS A PERCENT OF SCHOOL DISTRICT 
SPENDING BY NEED/RESOURCE CAPACITY

Foundation Aid Still Due

Need Based Resource Category Spending Total %

New York City $25,035,532,750 $1,604,568,439 6%

Big 4 $2,701,190,549 $238,455,950 9%

Urban/Suburban High Need $4,791,398,194 $837,114,951 17%

Rural High Need $3,418,801,819 $187,948,662 5%

Average Need $16,665,173,734 $685,920,722 4%

Low Need $10,003,674,823 $274,606,335 3%

Foundation Aid Remaing as Percentage of Spending
-24.5% - 0% (370)

1% - 5% (276)

5% - 10% (161)

10% - 20% (69)

20% - 40% (13)

Foundation Aid Remaing as Percentage of Spending
-24.5% - 0% (370)

1% - 5% (276)

5% - 10% (161)

10% - 20% (69)

20% - 40% (13)
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FIGURE 5. SAVE HARMLESS AID BY NEED/RESOURCE CAPACITY

FIGURE 6. SAVE HARMLESS AID BY REGION

OTHER RECOMMENDATIONS_________________________________________________
SUPPORT FOR EXPENSE-BASED AIDS ($350 MILLION)
NYSASBO recommends continued support for approved expenses school districts have already incurred. These aids help 
pay for such costs as school construction, pupil transportation, shared services provided by BOCES, special education, and 
instructional materials. The state should honor these commitments and pay what is due for these expenses that school 
districts have already incurred.

CAREER AND TECHNICAL EDUCATION ($25 MILLION)
Career and Technical Education based on high academic standards offers opportunities for students who relate well to hands-
on learning experiences and a closer connection between education and job opportunities. Research has demonstrated 
a reduction in dropouts and an increase in earnings as a result of quality CTE programs. Aid is paid to school districts for 
student participation in BOCES CTE programs but is limited to a share of the first $30,000 in teacher salaries, a limit which 
has been in place for more than two decades. Similar aid limitations have been placed on CTE programs in the Big 5 city 
school districts funded with Special Services Aid.
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Increasing the salary threshold to reflect inflationary increases over that period would help school districts with the cost 
of sending students to Career and Technical Education programs. NYSASBO recommends $76 million, phased in over 
three years, in BOCES Aid and Special Services Aid to provide aid up to state average salary for BOCES CTE teachers 
or approximately $66,000. The state should provide half of this increase for component school districts of BOCES, and a 
comparable level of aid increases for the Big 5 city school districts. 

SUPPORT FOR FARM-TO-SCHOOL INITIATIVE ($25 MILLION)
State reimbursement rates for school lunches have been stagnant at 6 cents for 40 years. This restrictive rate makes it very 
difficult for schools to purchase the best food for students. The state should encourage the purchasing of healthy food 
from local vendors. NYSASBO supports the New York State School Nutrition Association’s “Drive for 25” initiative, which 
would reimburse school nutrition programs that get 25 percent of their purchases from in-state vendors at a rate of 25 
cents per meal. If every school nutrition program met this goal, it would cost the state an additional $75 million. NYSASBO 
recommends phasing this amount in over three years.

GRANTS FOR STRATEGIC RESOURCE USE ($500,000)

Legislative leaders and the Governor have implemented an ambitious agenda to slow the growth in education spending 
into the future. Given that resources will be relatively modest, it is essential that the state and school districts get the most 
for every tax dollar they spend. This means allocating and reallocating available resources that increase student learning. 
The State can encourage school district strategic resource use by providing funding for organizations such as NYSASBO 
and Education Resource Strategies to develop and implement more cost-effective spending practices.

PRIOR-YEAR AID ADJUSTMENTS ($107 MILLION)
Given that schools are underfunded by almost $4 billion for Foundation Aid promised in 2007, the state should provide 
funds owed to school districts to help them stabilize and move forward. NYSASBO recommends funding prior-year aid 
adjustments that have been approved by NYSED. This currently amounts to $320 million. We recommend paying for this 
over three years.

Prior-year aid adjustments are made when aid claims are approved or adjusted after the close of the current claim year, often 
as a result of correcting or updating data. These approved aid payments are put on a list and paid as funds are available. 
The state typically appropriates about $18 million a year to pay prior year aid claims. At this rate, this means that a prior-year 
adjustment approved today would take approximately 18 years to be paid. Claims have grown substantially over the past 
few years and the number of school districts with approved claims is large. 

Figures 7 and 8 show the amount of Prior-Year Aid Adjustments due by Need/Resource Capacity and by region. Figure 9 
shows a map of school districts that are owed prior-year aid adjustments.

FIGURE 7. PRIOR-YEAR ADJUSTMENTS DUE BY NEED/RESOURCE CAPACITY

Need Based Resource Category Prior-Year Adjustment Due

New York City $128,626,948

Big 4 $6,550,467

Urban/Suburban High Need $38,171,412

Rural High Need $18,724,727

Average Need $96,476,323

Low Need $48,522,894
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FIGURE 8. PRIOR-YEAR ADJUSTMENTS DUE BY REGION

Region Prior-Year Adjustment Due

Capital Region $21,644,128

Central $12,119,533

Finger Lakes $14,739,209

Hudson Valley $48,416,022

Long Island $68,667,566

Mohawk Region $7,393,745

New York City $128,626,948

North Country $5,788,366

Southern Tier $11,324,930

Western $18,352,324

FIGURE 9. SCHOOL DISTRICT PRIOR-YEAR ADJUSTMENTS DUE

TAX CAP FLEXIBILITY
Fifty-five percent of school revenues comes from local sources, primarily the real property tax.  Based on data for the 
first two-thirds of the year, we expect a tax cap around one percent.  Historically, overrides to the tax cap have been rare, 
occurring in less than five percent of school districts.  In order to ensure school districts have the resources to do the job the 
state demands, additional flexibility in the tax cap is required.  At a minimum, this should include changes enacted in 2015 
but never implemented to count school district  construction costs for BOCES instructional spaces in the capital exclusion 
and to count assessments that result in Payments in Lieu of Taxes in the formula before the allowable increase is applied.  

Prior Year Adjustments
0 - $177,427

$177428 - $520,923

$520,924 - $1,229,693

$1,229,694 - 3,113,746

$3,113,747 - $7,396,997
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Other common sense recommendations are detailed in a paper led by NYSASBO for the Education Conference Board and 
available at http://tinyurl.com/hkc4zd7.

CONTINUED FUNDING FOR PERSISTENTLY STRUGGLING SCHOOLS
When the state re-produced its list of struggling and persistently struggling schools this year, nine schools improved their 
performance and were removed from the “persistently struggling category.” While NSYASBO applauds these districts for 
their progress, we urge the State to provide these districts with the second-year grant that they were promised. These 
schools were allowed these funds so that they can improve; now that they have begun to improve, they should not be 
punished. They should be supported and remain able to count on the money for which they have likely budgeted.  In 
addition, the state should provide more time to support improvement in low performing schools, as suggested by the 
Education Conference Board.

MANDATE RELIEF
Achieving the goal of college and career readiness for all students is an ambitious goal that will require the full partnership 
of the state and local school districts. NYSASBO has identified some legislative mandate relief opportunities in its legislative 
program at www.nysasbo.org. A continuing commitment to mandate relief is a key element of an effective state education 
funding system.

CONCLUSION_________________________________________________
As New York State’s economy continues to revive and grow, it has the opportunity to pursue further, solid economic 
prosperity by investing in educating its future workforce. This NYSASBO proposal lays out a plan for New York to embrace 
a serious commitment to phase in a Foundation formula that provides for the education required by our State Constitution. 
The state should adjust the tax cap to give school districts additional flexibility to support the programs the state has 
mandated. The proposal recommends the state provide more aid for career and technical education teacher salaries to 
incentivize school districts to implement these programs that are widely regarded for their impact on increased learning 
and job opportunities. We also recommend continued funding for persistently struggling schools, and we support the 
“Drive for 25” initiative to encourage farm-to-school practices to strengthen the consumption of healthy food by New York’s 
school children. NYSASBO recommends that the state fund  prior-year aid adjustments approved and due to school districts 
over three years, with settlement funds that continue to flow to New York State. Finally, NYSASBO recommends that state 
policymakers recommit themselves to supporting mandate relief measures and resource allocation strategies that allow 
school districts to more efficiently and effectively deliver their educational programs. 

DATA SOURCES_________________________________________________
All data are from the 2016-17 Enacted Budget, the 2014-15 Fiscal Profiles, from the NYSED State Aid Office or NYSASBO 
staff calculations of these data.


