
READ Districts Respond to the
School Finance Crunch
The READ districts (Brewster, Croton on Hudson, Garrison, Haldane, and Hendrick Hudson) need action by the state and federal government with the goal: stable and predictable costs and revenue. Our biggest worry is the stock market losses by the troubled state pension plans (TRS and ERS). When local school districts have to start to pay the piper in 2010-2011, the TRS and ERS bill is estimated at 11% of salaries, compared to 6-7% currently.  The subsequent years may be as high as 40%. This amounts to tens of millions of dollars out of READ district budgets. READ calls for reform of this system by 

· Permitting the formation of ‘TRS Reserves’, similar to the currently allowed ERS

· spreading TRS/ERS charges over several fiscal school years with no penalty imposed. 

· Starting a new ‘Tier 5’ to control future pension commitments (as Governor Patterson has already proposed)

· Applying some federal aid to the TRS/ERS shortfall
For 2009-2010, READ districts are reacting to the financial crunch by
· Cost-sharing, conservation, and revenue-building programs 
· Staff cuts, on the order of  60 full-time equivalent* positions
· Spending restraint, with proposed budgets for next year running between -0.5% and +3.7% year-to-year
The READ districts have each come up with plans tailored to minimize the impact of financial pressures on their particular districts. Each READ district voters approved these plans in May of 2009.  
It’s worth noting that the proposed budget-to-budget increases are all lower than the +4% ceiling on tax levy increases in the controversial Suozzi Commission’s tax cap plan. 
· What state and federal action do READ districts need?
The state Employee Retirement System and Teacher Retirement System pension funds took a big hit from the financial market, which the local districts now have to make good.  This means the charge for the TRS will almost double in the 2010-2011 school year, from about 6% of salaries currently to about 11%.

We don’t know yet how bad the final charges will be, but at one point the Dow Jones average was down over 40% from its peak in 2007. One READ district, Hendrick Hudson, has provided rough preliminary estimates of the impact of a range of possible increases, as follows:

	TRS and ERS Plans
	Salaries
	Contribution
	Cost

	2009-2010 (Based on 

2007 Investments)
	$36.1 Million
	6%
	$2.3 Million

	2010-2011 (Based on 
2008 Investments)
	$36.1
	11%
	$4.0

	
	$36.1
	20%
	$7.2

	Subsequent Years
	$36.1
	30%
	$10.8

	
	$36.1
	40%
	$14.4


This means that even if the economy recovers quickly, TRS and ERS pension plan costs will force big tax increases and more layoffs in 2010-2011.
READ suggests several steps to mitigate the impact of pension plan costs:

1) Permit the formation of ‘TRS Reserves’, similar to the recently-enacted ERS reserves
2) Spread the 2010-2011 increase over several years, with no added penalties
3) Start a new ‘Tier 5’ to reduce long-range commitments, as in the Governor’s latest proposals. 
4) Use Federal aid to soften the blow.
· How have READ districts responded to the financial crisis?
READ districts have continued and expanded cost-savings and revenue-generating programs.  Each district has picked the programs that give them the most return in savings or increased revenue, as follows:
	READ Districts 

Cost and Revenue Programs

(1) Shared Services
	Brewster
	Croton
	Garrison
	Haldane
	Hen Hud

	Busses (Particularly Out-of-District and Special Ed) 
	X
	X
	X
	X
	X

	Fuel Consortium
	X
	X
	
	
	X

	Health Insurance Consortium
	X
	X
	X
	X
	X

	Liability Insurance Consortium
	X
	X
	
	
	X

	Workers Comp Consortium
	X
	X
	
	
	X

	Added use of BOCES Services
	X
	X
	X
	X
	X

	Group Purchasing
	X
	X
	
	
	

	Shared services with local government
	X
	X
	X
	X
	X

	Shared athletic teams
	X
	X
	X
	X
	X

	(2) Revenue Generation
	
	
	
	
	

	Building/field use/reconditioning fees
	X
	X
	X
	X
	

	Performance art fees
	X
	X
	
	
	

	Grants
	X
	X
	X
	X
	X

	Adult Ed
	X
	X
	
	
	

	(3) Conservation/Cost Cutting
	
	
	
	
	

	Improve facilities/Energy performance
	X
	X
	X
	X
	X

	Overtime review
	X
	X
	X
	X
	X

	Reduction in supplies/equipment
	X
	X
	X
	X
	X

	Move special ed classes in-district
	X
	X
	
	
	X

	Consolidation of modified sports teams
	X
	X
	X
	X
	X


A more detailed version of this chart is available on the READ website, READ1.org
· How have READ districts responded?
READ districts have cut or plan to cut staff in the neighborhood of 60 full-time equivalent* positions:

Staff Cuts
Brewster



11
Croton on Hudson
   
  9

Garrison


   
  1

Haldane

 

  1
Hendrick Hudson


38
Total




60
· How have READ districts responded?
READ districts are currently planning for no or very low spending increases for their 2009-2010 budgets:

Spending Changes

Brewster


   +1.1%
Croton on Hudson
   +2.5%

Garrison


   +0.3%

Haldane

 
   +3.7%

Hendrick Hudson

    -0.1%

Voters approved the budget plans in each of the READ districts during the May, 2009 vote.

It will be noted that none of the READ districts spending plans reach the +4% mentioned in the recent Tax Cap proposals, and all READ districts voted in favor of these budgets.  
* Since many employees have part-time jobs, total staff levels are expressed in terms of ‘full-time equivalents’.  Cuts in READ districts may therefore affect more than 60 individuals.
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