City Council
2022-2023 City of Newton

To: Newton City Council

From: Susan Albright, President
Date: April 8,2022

Re: Newton Public School Budget

Introduction

The Newton Public Schools recently released its proposed FY 2023 budget for the School
Committee’s review, and a series of painful reductions were included. | have been contacted by
many Newton residents about the proposed budget, and I’'m sure you have also heard from our
constituents. The School Committee has scheduled its budget vote for next week, and at its meeting
on Thursday March 31 a resolution was passed (8-0-1) that in essence said that the then current
budget allocation will lead to immediate serious negative impacts on our students and is not
acceptable. Over the last several weeks | worked with the Mayor along with Councilor Lipof,
Councilors Laredo, Gentile (I, Laredo and Gentile as former SC Chairs) and Grossman along with the
School Committee leadership to try to quickly impact the Mayor’s decision regarding the funding gap.
| am pleased with her announcement to provide more funds for the most critical parts of the gap.

| had never seen a situation like this in more than 26 years as a Newton elected official. There have
been times in past years when the School Committee believed that the funding allocation was
insufficient, but | have never seen a situation where the funding gap was so large that the School
Committee might refuse to accept the proposed allocation. This was particularly painful at the
current time, when we are coming off of more than two years of severe pandemic-related
disruptions in our schools. We were facing the prospect of significant reductions at the very moment
when students’ growing academic and social-emotional needs especially need our attention.

The NPS budget will come before the City Council, and we may have a key role in addressing not only
the remaining gap but initiating discussion on painful future of funding gaps. Our process begins with
our April 13 meeting with the School Committee and NPS, and on April 19 we will hear the Mayor’s
overall budget proposal. In order to facilitate our review of the NPS budget, I’'m sharing my
understanding of the current situation and suggesting some key questions to ask when we meet with
the School Committee, Superintendent David Fleishman and CFO Liam Hurley.

History—How We Got Here

| believe the origins of this crisis date to the Fall of 2019. A new agreement was reached with the
Newton Teachers Association that increased NPS’ annual costs at a level higher than the City’s annual
revenue growth. | just want to address “the math” that we are faced with. Clearly, the NTA, School
Committee and Mayor’s Office are responsible for the negotiation and the City Council has no role in
these discussions. However, we are now facing the consequences.

In early 2020 former School Committee Chair Matt Hills met with some of us to share a presentation
that showed the contract’s impact on NPS finances given that the annual revenue allocation to NPS
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remained at 3.5%. A webinar with the presentation can be seen at
https://us02web.zoom.us/rec/play/Ben4aDWW10PiPiyeQNsyObic4v-LaQNQaVI1hN-
IgvEenEQYWTr0Ikl5-NV8SFooGYqT9CnXy8r-zXU72.08MdDNL4b1adSdg9?continueMode=true. Key
takeaways included:

e Compensation costs are the largest driver of budget increases, as they are in almost every
school system. Salaries and benefits were 87% of the total budget (they are now 88%) and
the remaining 13% are items that can’t easily or quickly be reduced such as transportation,
out-of-district special-ed tuition, and utilities

e NPS has more than 2000 FTEs, and most are members of the Newton Teachers Association.
This means that the contract with the NTA drives almost the entire NPS budget

e |tisimpossible to balance the annual NPS budget if compensation costs grow significantly
faster than revenue growth (and hence an allocation below projected increases), since

compensation is almost all of the budget. If compensation growth is significantly greater than

the rate of revenue growth, the only likely way to balance the budget is with staff reductions
unless it is possible to increase the revenue allocation.

e During the last decade, NPS saw financial stability at a time of enrollment growth as the
average revenue allocation grew at 3.5%-3.6%, while growth in compensation costs (net of
retirement savings of approximately 2%) was consistent with the rate of revenue growth

e The contract that had just been settled saw an increase in compensation costs of 4.5%-5.0%
annually (net of approximately 2% retirement savings), significantly more than the projected

revenue growth of 3.5%. This amounts to an annual deficit of at least $2mm-$3mm each and

every year. The new contract goes through August 2023
e Without an increase in the annual revenue allocation, a large structural deficit has been
created. As we have seen by the Superintendents’ recommendations, the only possible way

to balance the budget in this situation is to reduce staffing—mostly teachers—by up to S3mm

each and every vear. Because the deficit is structural, each year the budget must be reduced

by another S3mm or more

e The additional state and federal pandemic funding and recent NPS “carryforwards” has
helped avoid staff reductions for a short period of time, but there remain likely staff
reductions as a result of the structural deficit.

What faces our city is just “the math”. We have a budget that rises annually higher than the
allocation.

Short-Term Next Steps
The Newton Public Schools is facing a serious budget crisis which has been ameliorated some by
the recent infusion of funding. The budget shortfall is especially heartbreaking as we emerge
from the pandemic and our needs are so high. We must understand that it is the structural
deficit creates such severe options for NPS to balance the budget.

The City Council has limited ability to address this situation on our own. Councilor Grossman and

| have studied in depth our role in the annual budgeting process using DLS guidance. However,
we have an obligation to have a deep understanding of the problem and work with the Mayor as
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we move forward past this fiscal year budget. As elected leaders of Newton, it is our
responsibility to ensure that NPS remains a jewel in the City’s crown and that we do not turn our
backs on our students at a time of heightened need. And on a personal note—as a lifelong
Newton resident, as a former School Committee Chair, as a mom of former NPS students, as City
Council President—I do not want to be complicit in the degradation of our beloved school system
if we have options and choices to avoid that outcome. | was an active parent when the baby
boom echo started to work its way through the schools, encouraging the School Committee to
face the coming surge of students, and now we face enrollment decline. Neither side of this
curve is easy to manage.

We have serious financial pressures in our overall City budget. We received an enormous
amount of pandemic funding from the federal and state government—a great deal of which is
unspent and unallocated and some of this has facilitated the recent gap reduction. Most of that
funding must be spent by 2026 and will not be indefinitely available to address a structural
deficit. Long-term City revenue is projected to grow at 2.5% annually plus new growth.

As | approach our review of the NPS budget, | am viewing the budget crisis in two parts: the
budget cycle this year and next during which time our expenses are “locked in” and we will suffer
staff reductions even with the Mayor’s recent infusion, and the post-2023 period when NPS has
more flexibility to address its expenses. Agreement will eventually be reached on compensation
in the new contract that begins in September 2023, and the School Committee will be responsible
for ensuring that NPS can provide an excellent education within the City’s annual revenue
increase.

Questions

| believe we have options to help NPS address the significant structural deficit this year and next,
and I'll discuss those options more when we meet. In the meantime, here are some of the
guestions that | would like addressed starting on April 13 when we meet to discuss the NPS
budget:

1. Isit correct that compensation costs are 87%-88% of the total budget and are growing at 1.0-
1.5% faster than the 3.5% annual revenue allocation? And is this annual revenue gap equal to
S3mm or more?

2. If the SC makes proposed reductions this year in order to balance the budget, will there be
several million dollar reductions to make again next year if the revenue growth remains at
3.5%?

3. How has the recent allocation of $1.6 million of ARPA money impacted the NPS budget?

4. Why is it so painful to reduce less than 5% of our staff, after all it is only a small percentage of
the overall FTE’s?

5. What other opportunities exist to reduce staff other than what you have proposed, and why
were those options not proposed?

6. What options do we have to reduce non-compensation costs?

7. How do you see the proposed staff reductions for this year and next impacting the remaining
NPS staff?
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