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SUMMARY

Issue for Discussion
The discussion will focus on the status of the Cultural Education Account, OCE’s major financial account, and plans to address structural funding issues.  This will provide an update on efforts to assure adequate revenues to support Cultural Education programs now and in the future.  
Reason(s) for Consideration


To approve proposals for Board action to remediate the structural funding shortfall.

Background Information

The Cultural Education Account is the primary source of funding for Office of Cultural Education, funding virtually all of the staff and services of the State Museum and the Office of Public Broadcasting and Educational Television, and a substantial portion of the staff and services of the State Archives and State Library.  Revenues deposited to this account are drawn from fees levied by County clerks.  These revenues have declined by 42% since their peak in 2004 to a level significantly below the cost of operating these programs.  In addition, more than $60 million has been transferred from this account since its inception in 2002 through the budgetary process and more than $4 million additionally is budgeted to be transferred this fiscal year.  As a result of this, the cash balance of the account is negative $1,480,291 as of July 31, 2009 and declining. 
The declining financial status of the Cultural Education Account was the subject of a Board discussion at its April 2008 meeting and as a result, the Board designated the stabilization of the Cultural Education Account as one of its legislative priorities for the 2009-2010 session.  Although the legislation was introduced in both houses of the Legislature, it did not emerge from committee.
Proposed Handling
Office of Cultural Education staff will provide a brief financial report and will seek the Regents advice in planning for advocacy in the coming budget and longer term remedies for the structural issues.
Attachment

Report to the Board of Regents on the Cultural Education Account 

September 2009

History

Chapter 83 (Laws of 2002) created the Cultural Education (CE) Account and transferred Office of Cultural Education (OCE) functions from the State General Fund to the CE Account. It provides virtually all operational funding for the State Museum, State Archives, State Library, and Office of Public Broadcasting and Educational Television, pays the salary of more than 300 employees, funds the purchase of State Library collections and the research facilities of the State Library and State Archives, and supports public galleries, public programming and education, and scientific and historical research in the State Museum.

The legislature established the CE Account based on the 1989 Local Government Records Management Improvement Fund (LGRMIF), which helps local governments manage and preserve records by providing them with professional advisory services, training, and grants to improve records management. The LGRMIF is funded by a $5.00 fee for recording, entering, indexing, or endorsing a certificate on any instrument in a county or for assigning an index number to actions pending in County or Supreme Court. Chapter 83 kept the LGRMIF fee in place and added a $15.00 surcharge to support the new CE Account. Counties retain $.25 of each LGRMIF surcharge and $.75 of each CE Account surcharge to defray their costs. 
Collapse of the Revenue Source

The CE Account fee structure generated historically high revenues in the first two years, generating $47,436,183 and $46,510,317 in FY 2003-2004 and FY 2004-2005 respectively.  The, revenue has declined 41% to about $28,000,000 in FY 2008-2009 to a point where it can’t support the cost of operation of the Cultural Education’s programs. Historical data (see Chart 1:  Trends in CE Account Revenue) suggests that typical revenue levels are much closer to the lower level. If the CE Account had existed between 1990 and 2002, it would have averaged $32,000,000 a year. 
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Use of Account Revenue for Other Purposes

The severe decline of the CE Account is compounded by significant annual fund transfers from the CE Account to non-OCE programs: $7,600,000 in FY 2007-2008 and $5,000,000 in FY 2008-2009. In the FY 2008-2009 budget this includes $1,200,000 to the General Fund, $650,000 for the Empire State Performing Arts Center, and $3,272,300 for the New York State Theatre Institute. Transfers from the CE Account since its inception total $62,000,000.
Of that, $27 million was for programs not related to Cultural Education and $35 million was for long-term Cultural Education capital projects. In the 2009-2010 State Budget, $4.15 million is legislatively authorized to be transferred to support non-OCE programs. 

What is the Urgency Now?

The CE Account balance is fully depleted.  During summer 2009, the cash balance has fluctuated between negative $1,000,000 and $3,000,000 and if all outstanding obligations and revenue were factored in, the balance would be closer to negative $4,000,000 or $5,000,000. Current revenue is roughly equal to the personal service costs (including the related fringe benefits and indirect cost) alone.   Essentially, once payroll costs are covered, any spending for fundamental non-personal services (such as leases, book budget purchases, and staff travel) forces the account balance even more negative. In order to correct the negative balance stated above, the fee bill must be acted upon now. The negative balance has had the effect that approval to expend funds for OCE’s programs and services are delayed or withheld. 

.
2009 Legislation
Assembly bill A-6783 and Senate bill S-3640 were introduced in March 2009. The bill chiefly proposes increasing fees for the CE Account by adding $7.50 to the current $15.00 fee, $.25 to be retained by the counties.  This would have provided approximately $14,250,000 to the CE Account and $500,000 to counties at present transaction levels.

A-6783 was reported by the Assembly Tourism, Arts and Sports Development committee and referred to Ways and Means.  S-3640 was taken up by the Senate Codes Committee.  Because of concerns about increasing the fee for assigning a court index number, the bill was amended to remove that provision, reducing projected revenue to approximately $12,000,000.  Both bills remain stalled in Committee.  

What Must be Done Immediately

It is recommended that the Regents work with staff to achieve the following goals:
1. Passage of the legislation to stabilize the Cultural Education Account.

2. Development of longer term strategies to sustain adequate funding for the programs of the Office of Cultural Education.

3. Action to assure that Cultural Education programs continue to receive timely spending authority to continue effective operations, notwithstanding the revenue shortfall, until revenue relief can be achieved.

Chart 1:  Trends in CE Account Revenue





Each data point on this chart represents the total revenue earned during the immediately preceding 12 month period.  This chart shows the precipitous and steady decline in revenue from its peak in October 2004. 
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Cost of OCE Personal Service, Fringe, and Indirect: $28,090,933





Cost of all OCE Operations: $36,930,665





Revenue during Last 12 months: $27,649,889





Cost of all OCE Operations and Budgeted Transfers: $41,080,665
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		Revenues based on liability month (excluding interest earned)

		Month		12 Mo Average		Fee Revenue

		Jul-02				2,155,993

		Aug-02				3,014,163

		Sep-02				3,152,442

		Oct-02				3,866,516

		Nov-02				3,066,042

		Dec-02				3,485,503

		Jan-03				3,112,391

		Feb-03				2,796,483

		Mar-03				3,545,444

		Apr-03				3,654,674

		May-03				3,622,226

		Jun-03		39,359,996		3,888,119

		Jul-03		41,506,346		4,302,343

		Aug-03		42,265,467		3,773,284

		Sep-03		43,544,302		4,431,276

		Oct-03		44,230,805		4,553,020

		Nov-03		44,521,344		3,356,581

		Dec-03		45,043,042		4,007,201

		Jan-04		45,775,831		3,845,180

		Feb-04		46,595,825		3,616,477

		Mar-04		47,436,183		4,385,802

		Apr-04		48,131,216		4,349,707

		May-04		48,474,170		3,965,180

		Jun-04		48,362,175		3,776,124

		Jul-04		48,672,772		4,612,940

		Aug-04		49,139,917		4,240,429

		Sep-04		48,775,137		4,066,496

		Oct-04		48,136,628		3,914,512

		Nov-04		48,304,467		3,524,420

		Dec-04		47,820,086		3,522,820

		Jan-05		47,409,514		3,434,608

		Feb-05		46,998,247		3,205,210

		Mar-05		46,510,317		3,897,872

		Apr-05		45,859,375		3,698,766

		May-05		45,425,999		3,531,804

		Jun-05		45,044,970		3,395,095

		Jul-05		43,592,273		3,160,243

		Aug-05		43,104,059		3,752,215

		Sep-05		42,561,203		3,523,639

		Oct-05		42,323,440		3,676,749

		Nov-05		42,049,740		3,250,720

		Dec-05		41,978,598		3,451,678

		Jan-06		41,869,553		3,325,563

		Feb-06		41,713,675		3,049,332

		Mar-06		41,452,031		3,636,228

		Apr-06		40,802,031		3,048,766

		May-06		40,727,588		3,457,361

		Jun-06		40,630,226		3,297,732

		Jul-06		40,815,167		3,345,184

		Aug-06		40,696,734		3,633,782

		Sep-06		40,371,532		3,198,438

		Oct-06		40,229,938		3,535,155

		Nov-06		39,861,680		2,882,462

		Dec-06		39,230,426		2,820,424

		Jan-07		39,246,734		3,341,871

		Feb-07		39,096,302		2,898,899

		Mar-07		38,726,115		3,266,041

		Apr-07		39,024,558		3,347,208

		May-07		38,876,274		3,309,078

		Jun-07		38,728,883		3,150,341

		Jul-07		38,498,150		3,114,451

		Aug-07		38,288,307		3,423,939

		Sep-07		37,859,151		2,769,282

		Oct-07		37,774,464		3,450,468

		Nov-07		37,587,060		2,695,058

		Dec-07		37,285,924		2,519,288

		Jan-08		36,575,177		2,631,124

		Feb-08		36,010,041		2,333,763

		Mar-08		35,212,437		2,468,437

		Apr-08		34,750,426		2,885,197

		May-08		34,111,770		2,670,423

		Jun-08		33,610,400		2,648,970

		Jul-08		33,172,718		2,676,770

		Aug-08		32,248,929		2,500,149

		Sep-08		31,917,522		2,437,875

		Oct-08		31,107,320		2,640,266

		Nov-08		30,249,783		1,837,521

		Dec-08		29,737,122		2,006,627

		Jan-09		28,910,607		1,804,609

		Feb-09		28,512,690		1,935,845

		Mar-09		28,375,077		2,330,825

		Apr-09		28,042,384		2,552,504

		May-09		27,674,230		2,302,269

		Jun-09		27,649,889		2,624,630
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