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INTRODUCTION

This Enacted Budget Financial Plan (the “Enacted Budget” or “Enacted Budget Financial
Plan”) summarizes the State of New York’s official Financial Plan projections for FYs 2012
through 2015. The State’s FY 2012 began on April 1, 2011 and ends on March 31, 2012. The
Financial Plan projections reflect the impact of the Enacted Budget for FY 2012. DOB! expects
to update the multi-year projections quarterly during the year.

The State’s General Fund — the fund that receives the majority of State taxes and all
income not earmarked for a particular program or activity — is required to be balanced on a cash
basis of accounting. The State Constitution and State Finance Law do not define budget balance.
In practice, the General Fund is considered balanced on a cash basis of accounting if sufficient
resources are expected to be available during the fiscal year for the State to (a) make all required
payments, including personal income tax refunds, without the issuance of deficit notes or bonds,
and (b) restore the balances in the Tax Stabilization Reserve and Rainy Day Reserve to levels at
or above the levels on deposit when the fiscal year began.

The General Fund is typically the financing source of last resort for the State’s other major
funds, including HCRA funds, the DHBTF, the STAR Fund, and the Lottery Fund. Therefore,
the General Fund projections account for any estimated funding shortfalls in these funds. Since
the General Fund is the fund that is required to be balanced, the focus of the State’s budget
discussion is often weighted toward the General Fund.

The State accounts for receipts and disbursements by the fund in which the activity takes
place (such as the General Fund), and the broad category or purpose of that activity (such as
State Operations). The Financial Plan tables sort State projections and results by fund and
category. The State also reports disbursements and receipts activity by two other broad
measures: State Operating Funds, which includes the General Fund and funds specified for
dedicated purposes, but excludes Federal Funds and Capital Projects Funds; and All
Governmental Funds (“All Funds™), which includes both State and Federal Funds and provides
the most comprehensive view of the financial operations of the State.

Fund types of the State include: the General Fund; State Special Revenue Funds, which
receive certain dedicated taxes, fees and other revenues that are used for a specified purpose;
Federal Special Revenue Funds, which receive certain Federal grants; Capital Projects Funds,
which account for costs incurred in the construction and rehabilitation of roads, bridges, prisons,
and other infrastructure projects; and Debt Service Funds, which account for the payment of
principal, interest, and related expenses for debt issued by the State and its public authorities.

! Please see Glossary of Acronyms for the definitions of acronyms and abbreviations that appear in the text.
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The factors affecting the State's financial condition are complex. This Enacted Budget
Financial Plan contains forecasts, projections and estimates that are based on expectations and
assumptions which existed at the time they were prepared. Since many factors may materially
affect fiscal and economic conditions in the State, the inclusion in this Enacted Budget Financial
Plan of forecasts, projections, and estimates should not be regarded as a representation that such
forecasts, projections, and estimates will occur. Forecasts, projections and estimates are not
intended as representations of fact or guarantees of results. The words “expects,” “forecasts,”
“projects,” “intends,” “anticipates,” “estimates,” and analogous expressions are intended to
identify forward-looking statements in the Enacted Budget Financial Plan. Any such statements
inherently are subject to a variety of risks and uncertainties that could cause actual results to
differ materially and adversely from those projected. Such risks and uncertainties include, among
others, general economic and business conditions, changes in political, social and economic
conditions, impediments to the implementation of gap-closing actions, regulatory initiatives and
compliance with governmental regulations, litigation and various other events, conditions and
circumstances, many of which are beyond the control of the State. These forward-looking
statements speak only as of the date they were prepared.
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FINANCIAL PLAN AT-A-GLANCE

ENACTED BUDGET FINANCIAL PLAN AT-A-GLANCE: KEY MEASURES
(millions of dollars)

2010-11 2011-12
Year-End Before Excecutive Enacted
Results * Actions *? Budget ™* Budget*
State Operating Funds Budaet - Adjusted *
Size of Budget $86,554 $96,381 $88,011 $88,213
Annual Growth 0.9% 11.4% 1.0% 1.9%
State Operating Funds Budget
Size of Budget $84,417 $95,047 $86,677 $86,879
Annual Growth 4.7% 12.6% 2.0% 2.9%
Other Budget Measures
General Fund (with transfers) $55,373 $65,346 $56,766 $56,932
6.1% 18.0% 3.1% 2.8%
State Funds (Including Capital) $90,118 $101,311 $92,838 $92,804
4.7% 12.4% 1.8% 3.0%
Capital Budget (Federal and State) $7,844 $8,273 $8,169 $7,888
10.3% 5.5% -1.3% 0.6%
Federal Operating $42,564 $40,273 $37,688 $36,931
8.8% -5.4% -12.1% -13.2%
All Funds $134,825 $143,593 $132,534 $131,698
6.3% 6.5% -2.6% -2.3%
All Funds (Including "Off-Budget" Capital) $136,261 $145,251 $134,192 $133,395
6.0% 6.6% -2.6% -2.1%
All Funds Receipts
Taxes $60,870 $64,538 $64,758 $64,976
5.6% 6.0% 6.5% 6.7%
Miscellaneous Receipts $23,148 $22,809 $23,617 $23,407
-1.7% -1.5% -0.4% 1.1%
Federal Grants $49,303 $46,753 $44,302 $43,305
8.3% -5.2% -11.4% -12.2%
Total Receipts $133,321 $134,100 $132,677 $131,688
5.2% 0.6% -1.4% -1.2%
Base Tax Growth/(Decline) ° 21% 7.5% 7.5% 7.5%
Inflation (CPI) 1.4% 1.9% 2.1% 2.1%
Budget Gaps
2011-12 N/A ($10,001) $0 0
2012-13 N/A ($14,945) ($2,198) ($2,379)
2013-14 N/A ($17,429) ($2,463) ($2,836)
2014-15 N/A ($20,903) ($4,368) ($4,605)
Total General Fund Reserves $1.376 N/A $1.609 $1.737
Rainy Day Reserve Funds $1,206 N/A $1,206 $1,306
Reserved for Potential Retroactive Payments $0 N/A $346 $346
All Other Reserves $170 N/A $57 $85
State Workforce (Subiect to Direct Executive Control) ’ 125,787 127,032 126,367 126,395
Debt
Debt Service as % All Funds Receipts 4.6% 4.9% 5.0% 4.9%
State-Related Debt Outstanding $55,674 $57,855 $58,017 $57,939
! Spending in State Operating Funds, State Funds, and Federal Operating Funds has been restated to the classification of State and Federal special
revenue accounts followed by the State Comptroller. See Note 5 in the section entitled "Financial Plan Tables and Accompanying Notes."
2 Before spending reductions and other actions to eliminate the projected budget gap.
3 The key Financial Plan measures under the 2011-12 Executive Budget, as published, reflected annual changes based on the 2010-11 estimates
and are not updated for year-end results.
4 Adjusted for enhanced Federal share of Medicaid (FMAP) benefit that temporarily lowered State Medicaid spending; school aid payment
deferred from 2009-10 to 2010-11; pension amortization; and retroactive labor settlements. See text.
° The base tax growth rate for the current year equals current year actual collections, less the incremental values of tax law changes and
involuntary collections, divided by actual collections from the prior year.
© The State has set aside funds that are expected to cover the costs of potential retroactive labor settlements with unions that have not agreed to
contracts through 2010-11.
72011-12 estimate does not reflect layoffs that may be necessary in the absence of negotiated workforce savings.
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SUMMARY

FIsCcAL YEAR 2011 (ENDING MARCH 31, 2011)

The State ended FY 2011 in balance on a cash basis in the General Fund, based on
preliminary, unaudited results. Receipts, including transfers from other funds, totaled $54.4
billion, an increase of $343 million from the last public forecast.? Tax receipts exceeded
projections by approximately $150 million, with stronger than expected collections in PIT and
sales taxes, offset in part by lower collections for business taxes. All planned refunds were made
according to schedule. Other sources of General Fund receipts (including transfers of fund
balances, miscellaneous receipts, and Federal grants) were approximately $195 million above
planned levels. This was due almost exclusively to the transfer of excess balances from certain
special revenue funds at the close of the fiscal year.

General Fund disbursements, including transfers to other funds, totaled $55.4 billion, an
increase of $324 million from the last public forecast. The increase was due in part to the timing
of payments that were due and budgeted for the first quarter of FY 2012 but that were made in
the final quarter of FY 2011. These previously unanticipated payments included approximately
$154 million for debt service expenses and $100 million for health care expenses.

The General Fund had a closing balance of $1.37 billion, consisting of $1.0 billion in the
Tax Stabilization Reserve, $175 million in the Rainy Day Reserve, $136 million in the
Community Projects Fund, $21 million in the Contingency Reserve, and $13 million in an
undesignated fund balance. See “Fiscal Year 2011 Preliminary Results” herein for more
information.

FISCAL YEAR 2012 (ENDING MARCH 31, 2012)

BUDGET GAPS BEFORE BUDGET ADOPTION (“BASE” OR “CURRENT SERVICES” GAPS)

Before enactment of the budget, the State faced a projected budget gap of $10 billion for
FY 2012. The budget gaps in future years were projected at $14.9 billion in FY 2013, $17.4
billion in FY 2014, and $20.9 billion in FY 2015. Budget gaps represent the difference between
(a) the projected General Fund disbursements, including transfers to other funds, needed to
maintain anticipated service levels and specific commitments, and (b) the expected level of
resources to pay for them.®> The gap estimates are based on a number of assumptions and
projections developed by the DOB in consultation with other State agencies. The assumptions
reflect the impact of current statutory provisions on spending growth. Statutory mandates and
entitlements, combined with enrollment increases and assumed reductions in Federal grants,
accounted for a significant portion of projected base spending increases.

The estimated base gaps reflected, in part, the short-term impact of the recession on State tax
receipts and economically-sensitive expenditure programs, the long-term growth in spending

2 «py 2012 Executive Budget Financial Plan Updated for Governor’s Amendments and Forecast Revisions,” March 3, 2011.
3 Typically referred to as the “current services” or “base” gaps.
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commitments, the expiration of the temporary PIT surcharge at the end of calendar year 2011,
and the phase-out” of the Federal stimulus funding for Medicaid, education, and other purposes.

EXECUTIVE BUDGET PROPOSAL

The Governor submitted his Executive Budget proposal for FY 2012 on February 1, 2011,
and amendments on February 24 and March 1, 2011, as permitted by law. On March 3, 2011, the
DOB issued the Executive Budget Financial Plan, as amended, which included updated estimates
and projections for FYs 2011 through 2015. The projections for FYs 2012 through 2015
reflected the estimated impact of the Governor's Executive Budget proposal.

The Governor's Executive Budget proposed measures (the “gap-closing plan”) to eliminate
the General Fund budget gap of $10 billion in FY 2012, and to reduce the future projected
budget gaps to $2.2 billion in FY 2013, $2.5 billion in FY 2014, and $4.4 billion in FY 2015.
The Executive Budget proposed savings of approximately $2.85 billion each for School Aid and
Medicaid; $1.4 billion for State agency operations, including a 10 percent year-to-year reduction
in State Operations spending in the General Fund, and corresponding reductions in other funds,
where appropriate; and $1.8 billion for a range of other programs and activities. The Executive
Budget did not recommend any tax increases.

ENACTED BUDGET FOR FISCAL YEAR 2012

The Governor and legislative leaders announced agreement on a budget for FY 2012 on
March 27, 2011. The Legislature passed the appropriations and accompanying legislation
needed to complete the budget on March 31, 2011. Consistent with past practice, the Legislature
enacted the annual debt service appropriations without amendment before the start of the fiscal
year (on March 16, 2011). On April 11, 2011, the Governor completed his review of all budget
bills and finalized the enactment of the FY 2012 Budget.

* Under ARRA, the Federal government increased the matching amount it paid on eligible State Medicaid expenditures from 50
percent to approximately 62 percent. This temporary increase in the FMAP ends on June 30, 2011. The ARRA also provided a
temporary increase in Federal funding for other governmental services, including aid to public education.
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The gap-closing plan authorized in the Enacted Budget does not differ significantly from the
Executive Budget proposal. DOB estimates that the Enacted Budget gap-closing plan eliminates
the General Fund budget gap of $10 billion in FY 2012 and reduces the budget gaps to $2.4
billion in FY 2013, $2.8 billion in FY 2014, and $4.6 billion in FY 2015. The following table
summarizes the multi-year impact of the gap-closing plan.

GENERAL FUND BUDGETARY BASIS SURPLUS/(GAP) PROJECTIONS

SUMMARY OF CHANGES FROM REVISED CURRENT-SERVICES THROUGH ENACTED BUDGET
(millions of dollars)

2011-12 2012-13 2013-14 2014-15
REVISED CURRENT-SERVICES ESTIMATE (BEFORE ACTIONS) (10,001) (14,945) (17,429) (20,903)
Enacted Budget Actions 10,001 12,566 14,593 16,298
Spending Reductions/Offsets 8,537 11,967 14,302 15,908
Aid to Localities Reductions’ 7,040 10,389 12,707 14,319
State Agency Redesign 1,497 1,578 1,595 1,589
Revenue Enhancements 324 293 91 21
Non-Recurring Resources 860 2 0 0
New Resources/Costs 380 304 200 369
Planned Deposit to Rainy Day Fund (100) 0 0 0
ENACTED BUDGET SURPLUS/(GAP) ESTIMATE AFTER ACTIONS 0 (2,379) (2,836) (4,605)
! Outyear savings assume Medicaid and School Aid grow at their proposed target rates.

As proposed in the Executive Budget, the Enacted Budget limits the annual growth rates for
major programs, including Medicaid and School Aid. The allowable growth rate for DOH
Medicaid State Funds spending is limited by law to the ten-year average change in the medical
component of the Consumer Price Index. The allowable growth rate for School Aid is limited to
the rate of growth in New York State personal income. The Enacted Budget includes two-year
appropriations and changes to law for Medicaid and School Aid to effectively limit the growth in
these programs to the target rates. In Medicaid, State officials have been granted the authority to
make modifications to the Medicaid program to help ensure that spending remains within the
allowable limit. The new administrative authority expires after two years in the case of
Medicaid; however, the Medicaid spending cap will remain in place.
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The chart below summarizes the shares of the $10 billion gap-closing plan for FY 2012 by
broad category.

Shares of $10 Billion Gap-Closing Plan
Fiscal Year 2012
(billions of dollars)

Other Net

Non-Recurring Resources
Actions $03
$0.9 3%

9%

Revenue
Actions
$0.3
3%

Spending
Control
$8.5
85%

The gap-closing plan authorizes actions to lower spending by approximately $8.5 billion in
FY 2012 compared to the current-services forecast. The Enacted Budget includes savings of
$2.8 billion for School Aid and $2.7 billion for Medicaid; $1.5 billion for State agency
operations; and $1.6 billion for a range of other programs and activities. In total, actions to
reduce spending from base projections comprise approximately 85 percent of the overall gap-
closing plan.

The gap-closing plan also anticipates $324 million in additional revenues associated with
specific statutory changes. These changes include modernizing the State’s tax system,
improving voluntary compliance with tax law, and increasing the level of resources available
from the Abandoned Property Fund. The Legislature authorized certain tax modernization
initiatives that are scheduled to sunset on December 31, 2012.

Non-recurring actions are estimated by DOB to total approximately $860 million in FY 2012.
The actions are expected to be derived from contributions by the State’s public authorities, use of
fund balances, and maintaining a consistent level of pay-as-you-go financing for eligible capital
expenses.
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Other net resources shown in the chart above consist of additional resources that were
identified during negotiations on the budget, offset by new costs and forecast revisions. These
new resources, costs, and forecast revisions are described below.

SUMMARY OF CHANGES TO EXECUTIVE BUDGET PROPOSAL

During negotiations, the Executive and Legislature agreed to approximately $280 million in
net restorations and additions to the Executive Budget proposal for FY 2012 consisting of $264
million in spending changes and $16 million from not enacting certain proposed tax law changes.
The restorations and additions included $184 million for School Aid; $163 million for health
care purposes; $101 million for a range of social service programs; $86 million for higher
education; $57 million to permit summer school special education to continue to be reimbursed
at a different rate than regular special education expenses; and $52 million for other purposes,
including agricultural, arts, environmental, educational, and local government aid programs.
These additions were financed in part by a $170 million reduction in planned spending by OCA
and $155 million in estimated available resources in HCRA. The Executive and Legislature also
agreed to reduce spending for certain programs and activities proposed in the Executive Budget
by approximately $54 million. In addition, DOB anticipates that school performance grants will
be disbursed more slowly over the plan period than assumed in the Executive Budget.

New resources and costs, which are based on a review of FY 2011 results and other
information, are estimated to total $380 million in FY 2012. The resources include $387 million
in higher projected tax receipts; $154 million in estimated lower debt service costs from the
payment of certain expenses in March 2011; and $160 million related to grants for capital
construction and repair of eligible health care facilities that are expected to be disbursed more
slowly than originally anticipated, resulting in lower projected disbursements in FY 2012, but
increased spending in future years. New costs reflect changes in the timing of expected proceeds
from the conversion of a non-profit health insurer to for-profit status and a reduction to the
estimate of tax receipts in FY 2012 related to tax enforcement efforts on Native American lands
due to delays related to ongoing litigation.

Lastly, DOB estimates that approximately $100 million will be available to be deposited
into the Rainy Day Reserve at the end of FY 2012, absent any deterioration from the current
Financial Plan forecasts.
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The following table summarizes the changes to the Executive Budget Financial Plan.

GENERAL FUND BUDGETARY BASIS SURPLUS/(GAP) PROJECTIONS

SUMMARY OF CHANGES FROM EXECUTIVE BUDGET TO ENACTED BUDGET
(millions of dollars)

2011-12 2012-13 2013-14 2014-15

EXECUTIVE BUDGET PROPOSED 0 (2,198) (2,463) (4,368)

Net Budget Actions (280) (485) (573) (606)

Health Care (163) (420) (387) (393)

HCRA Resources 155 0 0 0

School Aid (184) (148) (201) (260)

School Aid Performance Incentives 0 250 348 446

Human Services (101) (94) 99) (105)

Higher Education (86) (101) (101) (101)

Special Education (57) (35) (40) (46)

Education/Arts 33) 17 17) 17

All Other (19) (49) (50) (49)

Revenue (16) (58) (213) (268)

Judiciary 170 170 170 170

New Spending Reductions 54 17 17 17

New Resources/Costs 380 304 200 369

Updated Tax Receipts Forecast 387 455 460 448

Debt Service 154 0 0 0

Health Insurance Conversion (150) (25) 0 0

HEAL Capital Grants 160 (94) (160) 0

Native American Cigarette Tax Enforcement’ (103) 0 0 0

All Other (68) 32) (100) 79)

Planned Deposit to Rainy Day Reserve (100) 0 0 0

ENACTED BUDGET PROJECTIONS 0 (2,379) (2,836) (4,605)
! The State expects to collect approximately $130 million once litigation is completed.
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ANNUAL SPENDING GROWTH

DOB estimates that State Operating Funds spending will total $88.2 billion in FY 2012, an
increase of $1.7 billion (1.9 percent) from FY 2011 results. The annual growth in State
Operating Funds spending is affected by several factors: (a) the deferral of a School Aid payment
from FY 2010 to FY 2011; (b) the planned amortization of the State’s pension costs above a
certain percentage of payroll, as authorized in FY 2011; (c) the set-aside of a reserve to pay for
potential retroactive labor settlements (for the 2007 through 2011 period), rather than assuming
spending for these settlements in FY 2012; and (d) accounting for the phase-out of the Federal
government’s payment of an increased share of State Medicaid costs. The State Operating Funds
spending total in the table below is adjusted to exclude the impact of these factors to more
accurately reflect the change in spending.

STATE OPERATING FUNDS TOTAL DISBURSEMENTS (ADJUSTED)
(millions of dollars)

Before Actions After Actions

2010-11 2011-12 Annual $ Annual % 2011-12 Annual $ Annual %

Results Base Change Change Enacted Change Change
State Operating Funds 84,417 95,047 10,630 12.6% 86,879 2,462 2.9%
Adjustments 2,137 1,334 (803) -37.6% 1,334 (803) -37.6%
2010 School Aid Deferral (2,060) 0 2,060 -100.0% 0 2,060 -100.0%
Pension Amortization (Authorized 2010) 249 635 386 155.0% 635 386 155.0%
Retroactive Labor Settlements 0 346 346 n/ap 346 346 N/A
Enhanced FMAP (DOH Medicaid) 3,948 353 (3,595) -91.1% 353 (3,595) -91.1%
STATE OPERATING FUNDS (ADJUSTED) 86,554 96,381 9,827 11.4% 88,213 1,659 1.9%

! See text above.

Without adjustments, DOB estimates that State Operating Funds spending will total $86.9
billion in FY 2012, an increase of $2.5 billion (2.9 percent) from FY 2011 results. All
Governmental Funds spending, which includes capital projects and Federal operating spending,
would total $131.7 billion, a decrease of $3.1 billion from the prior year. Consistent with recent
experience, disbursements in FY 2011 were well below budgeted levels in State Operating Funds
and in All Funds. This underspending in FY 2011 has the effect of potentially overstating the
year-to-year increase in spending. Consistent with past years, the aggregate spending projections
(i.e., the sum of all projected spending by individual agencies) in special revenue funds have
been adjusted downward in all fiscal years based on typical spending patterns and the observed
variance between estimated and actual results over time.

10
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TOTAL DISBURSEMENTS
(millions of dollars)

Before Actions After Actions
2010-11 2011-12 Annual $ Annual % 2011-12 Annual $ Annual %
Results Base Change Change Enacted Change Change
State Operating Funds 84,417 95,047 10,630 12.6% 86,879 2,462 2.9%
General Fund (excluding transfers) 49,366 58,591 9,225 18.7% 50,912 1,546 3.1%
Other State Funds 29,373 30,364 991 3.4% 30,050 677 2.3%
Debt Service Funds 5,678 6,092 414 7.3% 5917 239 4.2%
All Governmental Funds 134,825 143,593 8,768 6.5% 131,698 (3,127) -2.3%
State Operating Funds 84,417 95,047 10,630 12.6% 86,879 2,462 2.9%
Capital Projects Funds 7,844 8,273 429 5.5% 7,888 44 0.6%
Federal Operating Funds 42,564 40,273 (2,291) -5.4% 36,931 (5,633) -13.2%
General Fund, including Transfers 55,373 65,346 9,973 18.0% 56,932 1,559 2.8%
State Funds 90,118 101,311 11,193 12.4% 92,804 2,686 3.0%

The annual spending growth in State Operating Funds is affected by the annual increases in
debt service and fringe benefits, which are difficult to control in the short-term due to existing
constitutional, statutory and contractual obligations. Together, these costs are projected to
increase by nearly $700 million in FY 2012. Debt service on State-supported debt is projected to
increase by $239 million (4.2 percent) in FY 2012. Spending on fringe benefits and fixed costs
is projected to increase by $428 million (7.0 percent). Growth in fringe benefits is due to
increases in the State's annual contribution to the New York State and Local Retirement System
and the cost of providing health insurance for active and retired State employees. Pension costs,
including State contributions to SUNY’s optional retirement program, are expected to increase
by $200 million (13.6 percent) in FY 2012, even with the amortization (i.e., deferral with interest
expense) of contributions in excess of 10.5 percent of payroll in FY 2012. Without amortization,
the State contribution to the State pension system in FY 2012 would total approximately $2.1
billion, or $635 million above the amount in the Enacted Budget Financial Plan.” See “Other
Matters Affecting the Financial Plan - Pension Amortization” herein for more information.

The following table summarizes the major sources of annual change in State spending by
major program, purpose, and Fund perspective.

® The Financial Plan assumes that the State will amortize pension costs, consistent with the provisions of the authorizing
legislation. The State amortized $249 million of its FY 2011 pension bill of $1.5 billion and paid the balance on March 1,
2011. The amounts assumed to be amortized over the Financial Plan period are $635 million in FY 2012,
$878 million in FY 2013, $1.1 billion in FY 2014, and $1.2 billion in FY 2014.

11
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STATE SPENDING MEASURES: BEFORE AND AFTER BUDGET ACTIONS
(millions of dollars)

Annual Change Annual Change
2010-11 2011-12 Before Actions 2011-12 After Actions
STATE OPERATING FUNDS Results Base $ % Enacted $ %
Local Assistance 55,295 64,509 9,214 16.7% 57,761 2,466 4.5%
School Aid ! 19,788 22,453 2,665 13.5% 19,686 (102) -0.5%
Medicaid ° 14158 19.992 5.834 412% 12567 3.409 241%
Department of Health’ 15,887 17,943 2,056 12.9% 15,679 (208) -1.3%
Enhanced FMAP (DOH Only) (3,948) (353) 3,595 -91.1% (353) 3,595 -91.1%
Mental Hygiene 2,150 2,290 140 6.5% 2,130 (20) -0.9%
Children and Family Services 69 112 43 62.3% 111 42 60.9%
Transportation 4,254 4,298 44 1.0% 4,236 (18) -0.4%
STAR 3,234 3,418 184 5.7% 3,293 59 1.8%
Social Services (Non-Medicaid) 2,800 3,302 502 17.9% 3,018 218 7.8%
Higher Education 2,469 2,711 242 9.8% 2,594 125 5.1%
Public Health/Aging 2,015 2,412 397 19.7% 2,121 106 5.3%
Other Education Aid 1,474 1,830 356 24.2% 1,743 269 18.2%
Mental Hygiene (Non-Medicaid) 1,428 1,661 233 16.3% 1,470 42 2.9%
Local Government Assistance 775 1,070 295 38.1% 767 8) -1.0%
All Other * 2,900 1,362 (1,538) -53.0% 1,266 (1,634) -56.3%
State Operations 17,387 17,908 521 3.0% 16,728 (659) -3.8%
Personal Service: 12,422 12,485 03 0.5% 11677 (745) 6.0%
Executive Agencies 7,163 7,054 (109) -1.5% 6,511 (652) -9.1%
University System 3,338 3,457 119 3.6% 3,316 (22) -0.7%
Judiciary 1,525 1,568 43 2.8% 1,469 (56) -3.7%
Legislature 174 165 ) -5.2% 165 (©)] -5.2%
Department of Law 112 117 5 4.5% 109 3) -2.7%
Audit & Control 110 124 14 12.7% 107 3) -2.7%
Non-Personal Service 4,965 5,423 458 9.2% 5,051 86 1.7%
Fringe Benefits/Fixed Costs 6,102 6,598 496 8.1% 6,530 428 7.0%
Pensions 1,470 1,672 202 13.7% 1,670 200 13.6%
Health Insurance 3,055 3,409 354 11.6% 3,429 374 12.2%
All Other Fringe Benefits 1,227 1,189 (38) -3.1% 1,103 (124) -10.1%
Fixed Costs 350 328 (22) -6.3% 328 (22) -6.3%
Debt Service 5,615 6,030 415 7.4% 5,855 240 4.3%
Capital Projects 18 2 (16) -88.9% 5 13) -72.2%
TOTAL STATE OPERATING FUNDS 84,417 95,047 10,630 12.6% 86,879 2,462 2.9%
Capital Projects (State Funded) 5,701 6,264 563 9.9% 5,925 224 3.9%
TOTAL STATE FUNDS 90,118 101,311 11,193 12.4% 92,804 2,686 3.0%
Federal Spending (Including Capital Grants) 44,707 42,282 (2,425) -5.4% 38,894 (5,813)  -13.0%
TOTAL ALL GOVERNMENTAL FUNDS 134,825 143,593 8,768 6.5% _ 131,698 _ (3,127) -2.3%
! Excludes payment deferral. Includes Medicaid spending for School Supportive Health Services in 2010-11.
2 An additional $3.6 billion in Medicaid spending for mental hygiene agencies is included in state operations and fringe benefits
spending totals.
? Includes operational costs that support contracts related to the management of the Medicaid program and various activities to
ensure appropriate utilization.
4 All other includes school aid deferral, local aid spending in a number of other programs, including parks and the environment,
economic development, and public safety, and reclassification of money between Financial Plan categories.
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EXPLANATION OF ENACTED BUDGET GAP-CLOSING PLAN

The 2012 gap-closing plan is organized into three general categories: (a) actions that reduce
current-services spending in the General Fund on a recurring basis (Spending
Reductions/Offsets); (b) actions that increase revenues on a recurring basis (Revenue
Enhancements); (c) transactions that increase revenues or lower spending in FY 2012, but that
cannot be relied on in the future (Non-Recurring Resources); (d) additional resources identified
to finance additions to the Executive Budget; and (e) new costs and changes to forecasts of
receipts and spending.

The table below summarizes the Enacted Budget gap-closing plan.

GENERAL FUND GAP-CLOSING PLAN FOR 2011-12
(millions of dollars)

2011-12 2012-13 2013-14 2014-15
CURRENT-SERVICES GAP ESTIMATES (BEFORE ACTIONS) (10,001) (14,945) (17,429) (20,903)
Total Enacted Budget Gap-Closing Plan 10,001 12,566 14,593 16,298
Spending Reductions/Offsets 8,537 11,967 14,302 15,908
Local Assistance 7,040 10,389 12,707 14,319
Medicaid 2,744 4,047 4,875 5,605
Public Health/Aging 52 140 147 154
School Aid 2,767 4,752 6,238 7,133
Lottery Aid 147 158 158 158
School Tax Relief 125 262 262 262
Special Education 98 0 0 0
Higher Education 47 50 51 51
Human Services/Labor/Housing 284 302 310 323
Local Government Aid 325 295 295 295
Mental Hygiene 328 327 317 280
Member Item Fund Deposit Repeal 85 0 0 0
All Other 38 56 54 58
State Agency Redesign 1,497 1,578 1,595 1,589
Revenue Enhancements 324 293 91 21
Tax Modernization/Voluntary Compliance 200 150 0 0
Abandoned Property 110 125 70 55
Prison Closure Tax Credit 0 0 5) (60)
All Other 14 18 26 26
Non-Recurring Resources 860 2 0 0
MTA Transaction 200 0 0 0
Debt Management/Capital Financing 200 0 0 0
HCRA Resource Reestimate 155 0 0 0
NYPA/Other Authorities 150 0 0 0
Recoveries 75 0 0 0
Fund Sweeps/Other 80 2 0 0
New Resources/Costs 380 304 200 369
Updated Receipts Forecast 387 455 460 448
Debt Service 154 0 0 0
Health Insurance Conversion (150) (25) 0 0
HEAL Capital Plan Reestimate 160 (94) (160) 0
Native American Cigarette Tax Enforcement (103) 0 0 0
All Other (68) (32) (100) (79)
Deposit to Rainy Day Reserve (100)
ENACTED BUDGET SURPLUS/(GAP) ESTIMATE 0 (2,379) (2,836) (4,605)
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The sections below provide details on the gap-closing actions for FY 2012 under each
category. For additional information on the Enacted Budget actions by major programs and
activities, see “Multi-Year Financial Plan Projections” herein.

SPENDING REDUCTIONS/OFFSETS
LOCAL ASSISTANCE

Local assistance spending includes financial aid to local governments and non-profit
organizations, as well as entitlement payments to individuals. State Operating Funds spending
for local assistance is estimated at $57.8 billion in FY 2012, an increase of $2.5 billion (4.5
percent) from the current year. Reductions from the FY 2012 current-services forecast for local
assistance contribute $7.0 billion to the General Fund gap-closing plan.

The most significant gap-closing actions in local assistance include the following:

» Medicaid ($2.7 billion in savings and reestimates): The gap-closing plan includes
a series of programmatic changes and cost-containment measures that are expected to
generate savings in FY 2012, and restrain growth in future years. These include
programmatic reforms to Medicaid payments and program structures; the elimination
of annual statutory inflation factors for hospitals, nursing homes and home and
personal care providers ($185 million); a 2 percent across-the-board rate reduction or
other industry-specific measures ($345 million); the acceleration of certain payments
to take advantage of additional enhanced Federal Medical Assistance Percentage
payments ($66 million); and an industry-led effort to generate additional savings
($640 million). The imposition of an overall cap on spending and administrative
flexibility to put in place measures will help ensure the cap is not exceeded. In
addition, the plan recognizes the impact of slower caseload growth and changes in
provider spending patterns ($475 million). See “Other Matters Affecting the
Financial Plan - Budget Risks and Uncertainties” for a discussion of potential
implementation risks. The following table summarizes the most significant Medicaid
savings actions included in the Enacted Budget Financial Plan.
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SUMMARY OF MEDICAID SAVINGS ACTIONS

SAVINGS/(COSTS)
(millions of dollars)

2011-12 2012-13 2013-14 2014-15
Total Medicaid Savings Actions 2,744 4,047 4,875 5,605
Non-MRT Medicaid Actions 60 17 17 17
Anti-Tobacco Spending Reduction 17 17 17 17
HEAL NY & Stem Cell Spending Reduction 43 0 0 0
Medicaid Redesign Team Savings Actions 2,684 4,030 4,858 5,588
Hospitals/Clinics 267 317 320 290
Reduce Costs by 2 Percent 66 68 68 68
Eliminate Inflationary Rate Increases (2011 & 2012) 28 61 61 61
Implement Health Homes for High-Cost/High-Need Population 33 112 119 95
All Other 140 76 72 66
Managed Care 296 329 339 341
Reduce Profit Margin from 3% to 1% 94 100 100 100
Reduce Costs by 2 Percent 86 89 89 89
Reduce Premium Rates 84 86 86 86
Eliminate Marketing Funding 23 23 23 23
All Other 9 31 41 43
Home Care 256 212 200 196
Reduce Utilization 157 127 88 69
Reduce Costs by 2 Percent 58 60 60 60
Eliminate Inflationary Rate Increases (2011 & 2012) 27 58 58 58
Establish Supportive Housing Initiative 0 (75) (75) (75)
All Other 14 42 69 84
Nursing Home 187 251 255 255
Provider Assessment 70 73 73 73
Eliminate Inflationary Rate Increases (2011 & 2012) 47 100 100 100
Restructure Reimbursement for Proprietary Homes 44 44 44 44
All Other 26 34 38 38
All Other 1,678 2,921 3,744 4,506
Contingency Industry Utilization Reduction 400 1,130 1,740 2,298
Program Growth Revision 475 650 850 850
Pharmaceutical Savings 154 244 245 252
HCRA Actions 300 391 379 382
Enhance Program Integrity 80 160 160 160
Reduce Costs by 2 Percent 19 20 20 20
All Other 250 326 350 544

» Public Health/Aging ($52 million): Limits EPIC coverage only to enrollees affected
by the Medicare Part D coverage gap; modifies the payment rates, eligibility
standards, and operation of the EI program; eliminates reimbursement for optional
services provided through the GPHW; and reduces certain public health and aging
programs.
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» School Aid ($2.7 billion on a State fiscal year basis): Reduces general School Aid,
with low-wealth districts receiving proportionally smaller reductions, and extends the
phase-in of Foundation Aid and UPK at the FY 2011 school year levels. Additional
savings are expected to be realized in future years by limiting annual School Aid
increases to the rate of growth in New York personal income.

> Lottery Aid ($147 million): Enhances the operation of the State’s lottery games and
VLT facilities (including increased promotion of VLTs and enhancements to Quick
Draw and other lottery games) to increase lottery revenues for financing School Aid.

» STAR ($125 million): Caps growth in STAR exemption benefits per qualifying
property at 2 percent annually.

» Education ($98 million): Alters the reimbursement schedule for certain special
education programs.

» Human Services/Labor/Housing ($284 million):

e In the area of OTDA, delays by one year the final 10 percent increase in the
public assistance grant that was scheduled for July 1, 2011; eliminates State
participation for New York City's shelter supplement program; and reduces
reimbursement to New York City for adult homeless shelter costs. In addition,
the Enacted Budget maximizes Federal TANF funds to pay the full costs for
TANF-eligible households on public assistance.

e Inthe area of Children and Family Services, reduces Child Welfare disbursements
based on improved program performance data; decreases the State share of the
Adoption Subsidy Program from 73.5 to 62 percent; increases the share of
Committee on Special Education program costs paid by school districts to better
align costs with funding responsibility; restructures funding for local detention
costs; and eliminates the 1.2 percent Human Services COLA scheduled for FY
2012,

» Local Government Aid ($325 million): Continues the State’s current AIM policy
that excludes payments for New York City, reduces AIM for other municipalities, and
reduces other targeted aid provided to municipalities.

» Mental Hygiene ($328 million): Eliminates the planned 1.2 percent Human Services
COLA,; reforms and restructures OMH, OPWDD, and OASAS programs; enhances
billing and auditing recovery; freezes community bed development and planned
program expansion; maintains existing funding levels related to the implementation
of the Rockefeller-era drug law reforms and other programs; and delays funding
related to pending adult home litigation.
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» Higher Education ($47 million): Reduces State support for SUNY and CUNY
community colleges and reduces TAP program spending by continuing changes to
eligibility standards and reducing certain grant awards. Savings will be offset in part
by renewal of funding for certain scholarship programs, and new funding to extend
TAP awards for students attending certain institutions of higher education not
supervised by SED.

» Member Item Deposit ($85 million): Repeals a planned deposit of $85 million to
the fund that was authorized in the FY 2010 Enacted Budget.

STATE AGENCY REDESIGN

Agency redesign savings are expected to be achieved through several means including, but
not limited to, facility closures reflecting excess capacity conditions, operational efficiencies, and
wage and benefit changes negotiated with the State’s employee unions. In total, the reductions
are expected to provide an estimated $1.5 billion in savings compared to the current-services
forecast (including $170 million from the Office of Court Administration).

To achieve the overall savings target, the gap-closing plan includes year-to-year reductions
in the range of 10 percent to State agencies financed from the General Fund, and comparable
reductions to the following: health care and mental hygiene institutions, City University Senior
Colleges (for parity with SUNY), and the operations of DOT and DMV. State agency operations
are financed from a number of different appropriations and funds. In some instances, only a
portion of an agency’s operations were exempt from reduction (e.g., SUNY). The annual
reduction of 10 percent was calculated as part of the original Executive Budget Financial Plan.®
Accordingly, results for FY 2011, subsequent revisions to estimated disbursements in FY 2012,
and the ongoing implementation of efficiencies will alter the range of reductions among
agencies. The Legislature, and activities financed with specific dedicated revenues such as
tuition, are not included in the reductions.

If the State is unsuccessful in negotiating changes, DOB expects that significant layoffs will
be necessary to achieve the State agency savings expected in the Enacted Budget Financial Plan.
Implementation of the savings in State agencies may be affected by, among other things,
statutory or regulatory constraints, negotiations with State employee unions, and other factors.
Accordingly, there can be no assurance that the actual savings will not differ materially and
adversely from the Enacted Budget Financial Plan projections.

® February 1, 2011.
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REVENUE ENHANCEMENTS

The Enacted Budget includes $324 million in revenue enhancements. The following table
summarizes the specific enhancements.

COMBINED GENERAL FUND GAP-CLOSING PLAN FOR 2011-12 - REVENUE ENHANCEMENTS

(millions of dollars)

2011-12 2012-13 2013-14 2014-15

Revenue Enhancements 324 293 91 21
Tax Modernization/Voluntary Compliance 200 150 0 0
Abandoned Property 110 125 70 55
Prison Closure Tax Credit 0 0 (5) (60)
All Other 14 18 26 26

NON-RECURRING RESOURCES

The Enacted Budget relies on an estimated $860 million in non-recurring resources in FY
2012 excluding resources identified as part of negotiations on the budget. Non-recurring
resources include using available funds in the MMTOA,; maintaining a consistent annual level of
discretionary pay-as-you-go capital spending, rather than increasing it as previously planned;
additional HCRA resources; negotiating funding agreements with the State’s public authorities,
including $100 million from the New York Power Authority; and a number of routine
transactions. The table below lists the non-recurring resources.

COMBINED GENERAL FUND GAP-CLOSING PLAN FOR 2011-12
NON-RECURRING RESOURCES SAVINGS/(COSTS)

(millions of dollars)

2011-12
Non-Recurring Resources 860
MTA Transaction 200
Debt Management/Capital Financing 200
HCRA Resource Reestimate 155
NYPA/Other Authorities 150
Recoveries 75
Fund Sweeps/Other 80

DOB estimates that the value of non-recurring resources in the Enacted Budget is less than
the annual growth in savings achieved by the recurring gap-closing actions, which are estimated
to increase in value by approximately $2.6 billion from FY 2011 to FY 2012. As a result, non-
recurring resources have no adverse impact on the gap for FY 2013 because they are more than
offset by the growth in recurring savings.

18



FINANCIAL PLAN OVERVIEW

PROJECTED CLOSING BALANCES

DOB estimates the State will end FY 2012 with a General Fund balance of $1.7 billion. The
closing balance in the Rainy Day Reserve reflects a planned deposit of $100 million in FY 2012.

GENERAL FUND ESTIMATED CLOSING BALANCE
(millions of dollars)

Projected Year-End Fund Balance
Tax Stabilization Reserve Fund
Rainy Day Reserve Fund
Contingency Reserve Fund
Community Projects Fund
Prior Year Labor Agreements (2007-2011)

Reserved for Debt Reduction

Planned Planned
2010-11 Deposit Uses 2011-12

1,376 446 (85) 1,737

0 0 1,031

100 0 275

0 0 21

0 (85) 51

346 0 346

0 0 13

The closing balance also includes $346 million identified to cover the costs of potential
retroactive labor settlements with unions that have not agreed to contracts through FY 2011. The
amount is calculated based on the pattern settlement for FY's 2007 through 2011 agreed to by the
State’s largest unions. In prior years, this amount has been carried in the annual spending totals.
If settlements are reached in FY 2012, the fund balance in the General Fund will decline by an

amount equal to the settlements.

The Community Projects Fund, which finances discretionary (“member item”) grants
allocated by the Legislature and Governor, is expected to disburse $85 million over the course of
FY 2012, reflecting slower than anticipated spending coupled with the repeal of $85 million in

scheduled General Fund deposits for FY 2012.
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OTHER MATTERS AFFECTING THE FINANCIAL PLAN

GENERAL

The Enacted Budget Financial Plan forecasts are subject to many complex economic, social,
financial, and political risks and uncertainties, many of which are outside the ability of the State
to control. DOB believes that the projections of receipts and disbursements in the Enacted
Budget Financial Plan are based on reasonable assumptions, but there can be no assurance that
actual results will not differ materially and adversely from these projections. In recent fiscal
years, actual receipts collections have fallen substantially below the levels forecast in the
Financial Plan.

The Enacted Budget Financial Plan is based on numerous assumptions, including the
condition of the State and national economies and the concomitant receipt of economically
sensitive tax receipts in the amounts projected. Other uncertainties and risks concerning the
economic and receipts forecasts include the impact of: international events in Japan, the Middle
East, and elsewhere on consumer confidence, oil supplies, and oil prices; Federal statutory and
regulatory changes concerning financial sector activities; changes concerning financial sector
bonus payouts, as well as any future legislation governing the structure of compensation; shifts
in monetary policy affecting interest rates and the financial markets; financial and real estate
market developments on bonus income and capital gains realizations; and, household
deleveraging on consumer spending and State tax collections. See “Economic Backdrop” herein
for detailed information on specific economic risks.

The Enacted Budget Financial Plan is subject to various other uncertainties and
contingencies relating to, among other factors: the extent, if any, to which wage increases for
State employees exceed the annual wage costs assumed; realization of projected earnings for
pension fund assets and current assumptions with respect to wages for State employees affecting
the State's required pension fund contributions; the willingness and ability of the Federal
government to provide the aid contemplated by the Enacted Budget Financial Plan; the ability of
the State to implement cost reduction initiatives, including the reduction in State agency
operations, and the success with which the State controls expenditures; and the ability of the
State and its public authorities to market securities successfully in the public credit markets.
Some of these specific issues are described in more detail in this Enacted Budget Financial Plan.
The projections and assumptions contained in the Financial Plan are subject to revision which
may involve substantial change, and no assurance can be given that these estimates and
projections, which include actions the State expects to be taken but which are not within the
State's control, will be realized.
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BUDGET RISKS AND UNCERTAINTIES

There can be no assurance that the budget gaps will not increase materially from current
projections. If this were to occur, the State would be required to take additional gap-closing
actions. These may include, but are not limited to, additional reductions in State agency
operations; delays or reductions in payments to local governments or other recipients of State
aid; suspension of capital maintenance and construction; extraordinary financing of operating
expenses; or other measures. In nearly all cases, the ability of the State to implement these
actions requires the approval of the Legislature or other entities outside of the control of the
Governor.

Although the Enacted Budget includes the statutory tools necessary to implement the
Medicaid cost controls assumed in the Financial Plan, there can be no assurance that these
controls will be sufficient to achieve the level of gap-closing savings anticipated in FY 2012 or
limit the rate of annual growth in DOH State Funds Medicaid spending. In addition, these
savings are dependent upon timely Federal approvals, appropriate amendments to existing
systems and processes, and a collaborative working relationship with health care industry
stakeholders.

The forecast contains specific transaction risks and other uncertainties including, but not
limited to, the receipt of certain payments from public authorities; the receipt of miscellaneous
revenues at the levels expected in the Enacted Budget Financial Plan, including payments
pursuant to the Tribal State Compact; and, the achievement of cost-saving measures including,
but not limited to, the transfer of available fund balances to the General Fund at the levels
currently projected. Such risks and uncertainties, if they were to materialize, could have an
adverse impact on the Enacted Budget Financial Plan in the current year or future years.

CURRENT CASH-FLOW PROJECTIONS

The General Fund is authorized to borrow resources temporarily from other available funds
in the State’s STIP for up to four months, or to the end of the fiscal year, whichever period is
shorter. The amount of resources that can be borrowed by the General Fund is limited to the
available balances in STIP, as determined by the State Comptroller. Available balances include
money in the State’s governmental funds (labeled "All Funds"” in the table below), as well as
relatively small amounts of other money belonging to the State.

The General Fund has used this authorization to meet certain payment obligations in May,
June, September, November, and December 2010, and April 2011. The General Fund is likely to
rely on this borrowing authority at times during FY 2012.

The State continues to reserve money on a quarterly basis for debt service payments that are
financed with General Fund resources. Money to pay debt service on bonds secured by
dedicated receipts, including PIT bonds, continues to be set aside as required by law and bond
covenants.
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The projected month-end balances for FY 2012 are shown in the table below. The
projections assume successful implementation of the gap-closing plan. General Fund cash
balances are expected to be relatively low, especially during the first half of the fiscal year.

DOB will continue to monitor and manage the State’s cash position closely during the fiscal
year in an effort to maintain adequate operating balances.

PROJECTED ALL FUNDS MONTH-END CASH BALANCES
FISCAL YEAR 2011-12

(millions of dollars)

General Other All

Fund Funds Funds
April 4,475 4,195 8,670
May 1,098 4,372 5,470
June 489 3,613 4,102
July 1,245 4,454 5,699
August 946 4,830 5,776
September 4,192 2,339 6,531
October 3,023 3,347 6,370
November 1,568 3,661 5,229
December 1,906 2,620 4,526
January 5,645 4,437 10,082
February 5,025 4,776 9,801
March 1,737 2,523 4,260

PENSION AMORTIZATION

Under legislation enacted in FY 2011, the State and local governments may defer paying (or
“amortize”) a portion of their pension costs beginning in FY 2011. Amortization temporarily
reduces the pension costs that must be paid by participating employers in a given fiscal year, but
results in higher costs overall. Specifically, pension contribution costs in excess of the
amortization thresholds that would otherwise be paid in a given fiscal year, which were 9.5
percent of payroll for ERS and 17.5 percent for PFRS in FY 2011, may be amortized by certain
governmental entities. The threshold for amortization in the legislation increases by 1
percentage point annually (e.g., from 9.5 percent in FY 2011 to 10.5 percent in FY 2012). Under
the amortization program, the State’s ERS pension contribution rate as a percentage of payroll
will grow from 10.5 percent in FY 2012 to 13.5 percent in FY 2015. The PFRS actuarial rate
under the amortization program will be 18.5 percent in FY 2012 and grow to 21.5 percent in FY
2015. The authorizing legislation also permits amortization in all future years if the actuarial
contribution rate is greater than the amortization threshold, which may increase or decrease by
no more than one percentage point for each year. Repayment of the amortized amounts will be
made over a ten-year period at an interest rate to be determined by the State Comptroller. For
amounts amortized in FY 2011, the Comptroller set an interest rate of 5 percent.

In March 2011, the State made a pension payment of $1.078 billion for FY 2011, and
amortized $216 million. In addition, the State’s OCA made its pension payment of $179 million,
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and amortized $33 million. The $249 million in total deferred payments will be repaid with
interest over the next ten years, beginning in FY 2012. The Enacted Budget Financial Plan
assumes that the State and OCA will amortize pension costs, consistent with the provisions of the
authorizing legislation, and repay such amounts at an interest cost assumed by DOB to be 5
percent over 10 years from the date of each deferred payment.

EMPLOYEE RETIREMENT SYSTEM AND POLICE AND FIRE RETIREMENT SYSTEM
PENSION CONTRIBUTIONS AND OUTYEAR PROJECTIONS

(millions of dollars)

Excess Amortized New Side Account
Fiscal Year Normal Costs _Contributions _Contributions Amortization Costs Total Balance Plus Interest at 5%
2010-11 Actual 1,552.4 0.0 (249.0) 0.0 1,303.4 0.0 0.0
2011-12 Projected 2,105.9 0.0 (634.6) 324 1,503.7 0.0 0.0
2012-13 Projected 2,454.0 0.0 877.8) 114.7 1,690.9 0.0 0.0
2013-14 Projected 2,832.9 0.0 (1,118.7) 228.7 1,942.9 0.0 0.0
2014-15 Projected 3,088.3 0.0 (1,221.2) 373.6 2,240.7 0.0 0.0
2015-16 Projected 2,734.1 0.0 (759.0) 532.2 2,507.3 0.0 0.0
2016-17 Projected 2,480.4 0.0 (414.0) 630.5 2,696.9 0.0 0.0
2017-18 Projected 2,393.0 0.0 (143.8) 684.1 2,933.3 0.0 0.0
2018-19 Projected 2,360.4 80.5 0.0 684.1 3,125.0 0.0 0.0
2019-20 Projected 2,082.1 321.6 0.0 656.0 3,059.8 0.0 0.0
2020-21 Projected 1,662.1 699.9 0.0 545.2 2,907.2 0.0 0.0
2021-22 Projected 1,104.1 1,182.4 0.0 3472 2,633.7 0.0 0.0
2022-23 Projected 1,036.3 1,168.0 0.0 235 2,227.8 1,136.3 1,1931
2023-24 Projected 1,005.9 1,109.4 0.0 0.0 2,115.3 2,245.7 2,417.7
2024-25 Projected 993.1 1,025.7 0.0 0.0 2,018.8 3,271.4 3,615.5
2025-26 Projected 957.0 957.8 0.0 0.0 1,914.8 4,229.2 4,802.0

DEeBT REFORM ACT LIMIT

The Debt Reform Act of 2000 limits outstanding State-supported debt to no greater than 4
percent of New York State personal income, and debt service on State-supported debt to no
greater than 5 percent of All Governmental Funds receipts. The limits apply to all State-
supported debt issued on or after April 1, 2000. The State projects that $32.8 billion of State-
supported debt outstanding will be subject to the limit as of March 31, 2011, which is equal to
approximately 3.5 percent of personal income. Debt service subject to the limit will be
approximately $3.1 billion, equal to 2.4 percent of All Governmental Funds receipts.
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Based on the updated forecast, debt outstanding and debt service costs over the Financial
Plan period are expected to remain below the limits imposed by the Debt Reform Act. However,
the available room under the debt outstanding cap is expected to decline from $5.0 billion in FY
2011 to approximately $1.1 billion in FY 2013 and FY 2014. The estimates do not include the
potential impact of new capital spending that may be authorized in future budgets, or efforts to
curtail existing bonded programs. The debt reform projections are sensitive to changes in State
personal income levels. Measures to adjust capital spending and debt financing practices will are
expected to continue to be needed for the State to stay in compliance with the statutory debt
limit. The table below reflects the State's available debt capacity (after factoring in the SUNY
transaction described below, which adds $152 million to the State’s outstanding debt), and other
adjustments, such as changes to projected bond-financed capital spending and to estimated
growth in State personal income over the plan period.

STATE DEBT REFORM ACT - DEBT OUTSTANDING
DEBT OUTSTANDING ISSUED AFTER APRIL 1, 2000 -- LIMITED TO 4 PERCENT OF PERSONAL INCOME

(millions of dollars)

Personal Actual/ $ %
Year Income Cap % Recommended % (Above)/Below (Above)/Below
2010-11 946,054 4.00% 3.47% 5,018 0.53%
2011-12 990,586 4.00% 3.74% 2,543 0.26%
2012-13 1,026,944 4.00% 3.89% 1,169 0.11%
2013-14 1,079,719 4.00% 3.90% 1,070 0.10%
2014-15 1,137,630 4.00% 3.85% 1,695 0.15%
2015-16 1,197,873 4.00% 3.78% 2,656 0.22%

SUNY ACQUISITION OF LONG ISLAND COLLEGE HOSPITAL AND ASSUMPTION OF DEBT

SUNY is in the process of acquiring LICH, a 500-licensed-bed facility located in Brooklyn,
New York. The operations of LICH will be merged into those of SUNY's Downstate Medical
Center. As part of the transaction, which requires the approval of the State Comptroller, DOB,
and the Attorney General, SUNY would assume $152 million of LICH debt. SUNY expects that
annual debt service payments of approximately $17 million associated with the LICH debt will
be paid from patient revenues. However, there can be no assurance that patient revenues will be
sufficient to cover the cost of the debt service, and that the State will not need to make the debt
service payments directly, resulting in a cost to the General Fund. Based on the structure of the
transaction, the debt will be classified as State-supported debt and subject to the State's statutory
debt limits.
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BOND MARKET

Implementation of the Enacted Budget Financial Plan is dependent on the State's ability to
market its bonds successfully. The State finances much of its capital spending in the first
instance from the General Fund or STIP, which it then reimburses with proceeds from the sale of
bonds. If the State cannot sell bonds at the levels (or on the timetable) expected in the capital
plan, it can adversely affect the State’s overall cash position and capital funding plan. The
success of projected public sales will be subject to prevailing market conditions. Future
developments in the financial markets generally, as well as future developments concerning the
State, and public discussion of such developments, may affect the market for outstanding State-
supported and State-related debt.

LITIGATION

Litigation against the State may include potential challenges to the constitutionality of
various actions. The State may also be affected by adverse decisions that are the result of
various lawsuits. Such adverse decisions may not meet the materiality threshold to warrant
individual description but, in the aggregate, could still adversely affect the State's Financial Plan.

FEDERAL ISSUES

The State receives a substantial amount of Federal aid for health care, education,
transportation, and other governmental purposes. The Enacted Budget Financial Plan assumes
relatively stable levels of Federal aid over the forecast period. Changes in Federal funding levels
could have a materially adverse impact on the State's Financial Plan.

The Enacted Budget Financial Plan may be adversely affected by actions taken by the
Federal government, including audits, disallowances, changes in aid levels, and changes to
Medicaid rules. For example, all Medicaid claims are subject to audit and review by the Federal
government. The Federal CMS recently engaged the State regarding claims for services
provided to individuals in developmental centers operated by OPWDD. Although no official
audit has commenced and the rates paid for these services are established in full accordance with
the methodology set forth in the approved State Plan, adverse action by CMS relative to these
claims could jeopardize a significant amount of Federal financial participation in the State
Medicaid program. The State has begun the process of seeking CMS approval to proceed with
the development of a new 1115 demonstration waiver to create a contemporary and sustainable
system of service funding and delivery for individuals with developmental disabilities.

HEALTH INSURANCE COMPANY CONVERSIONS

State law permits a health insurance company to convert its organizational status from a not-
for-profit to a for-profit corporation (a “health care conversion”), subject to a number of terms,
conditions, and approvals. Under State law, the State must use the proceeds from a health care
company conversion for health-care-related expenses included in the HCRA account. For
planning purposes, the Enacted Budget Financial Plan assumes no proceeds from a health care
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conversion in FY 2012, but counts on proceeds of approximately $250 million annually in future
years of the plan, which would be deposited into HCRA. If a conversion does not occur on the
timetable or at the levels assumed in the Enacted Budget Financial Plan, the State would be
required to take other actions to increase available resources or to reduce planned spending to
fund projected HCRA expenditures.

LABOR SETTLEMENTS

The Enacted Budget Financial Plan for FY 2012 includes a reserve of $346 million to cover
the costs of a pattern settlement with all unions that have not agreed to contracts through FY
2011. The pattern is based on the terms agreed to by the State’s largest unions for this period.
There can be no assurance that actual settlements, some of which are subject to binding
arbitration, will not exceed the amounts included in the Enacted Budget Financial Plan. An
additional risk is the potential cost of salary increases for judges which could occur in FY 2013
and beyond as a result of the actions of a statutorily authorized judicial compensation
commission. The Enacted Budget Financial Plan does not include any costs for potential general
wage increases after the current labor agreements expire, or salary increases for judges.

GAAP-BASsIS PROJECTIONS

The State Budget is required to be balanced on a cash basis, which is DOB’s primary focus
in preparing and implementing the State Financial Plan. State Finance Law also requires the
Financial Plan be presented for informational purposes on a GAAP basis. The GAAP-basis
plans follow, to the extent practicable, the accounting principles applied by OSC in preparation
of the annual Financial Statements. Tables comparing the cash-basis and GAAP-basis General
Fund Financial Plans are provided at the end of this Financial Plan.

In FY 2012, the General Fund GAAP Financial Plan shows total projected revenues of $48.3
billion, total projected expenditures of $58.0 billion, and net other financing sources of $9.3
billion, resulting in a projected operating deficit of $372 million. These projections reflect the
net impact of the Enacted Budget gap-closing actions.

OTHER POST-EMPLOYMENT BENEFITS

Substantially all of the State’s employees become eligible for post-retirement benefits if they
reach retirement while working for the State. In accordance with the GASB 45, the State must
perform an actuarial valuation every two years for purposes of calculating OPEB liabilities. As
disclosed in Note 13 of the State’s Basic Financial Statements for FY 2010’, the ARC represents
the annual level of funding that, if set-aside on an ongoing basis, is projected to cover normal
costs each year and amortize any unfunded liabilities of the plan over a period not to exceed 30
years. Amounts required but not actually set aside to pay for these benefits are accumulated with
interest as part of the net OPEB obligation, after adjusting for amounts previously required.

7 See the State Comptroller’s Comprehensive Annual Financial Report, FY 2010 at http://www.osc.state.ny.us/finance/finreports/cafr10.pdf
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As reported in the State’s Basic Financial Statements for FY 2010, an actuarial valuation of
OPEB liabilities was performed as of April 1, 2008, with results projected to April 1, 2009 for
the fiscal year ended March 31, 2010. The valuation calculated the present value of the actuarial
accrued total liability for benefits as of March 31, 2010 at $55.9 billion ($46.3 billion for the
State and $9.6 billion for SUNY). This was determined using the Frozen Entry Age actuarial
cost method, and is amortized over an open period of 30 years using the level percentage of
projected payroll amortization method.

The net OPEB liability for FY 2010 totaled $3.3 billion ($2.7 billion for the State and $0.6
billion for SUNY) under the Frozen Entry Age actuarial cost method, allocating costs on a level
basis over earnings. This was $2.1 billion ($1.7 billion for the State and $0.4 billion for SUNY)
above the payments for retiree costs made by the State in FY 2010. This difference between the
State’s PAYGO costs and the actuarially determined required annual contribution under GASB
45 reduced the State’s currently positive net asset condition at the end of FY 2010 by $2.1
billion.

The State’s actuarial consultant has provided an updated calculation of the ARC and annual
OPEB costs. The updated calculation shows the present value of the actuarially accrued total
liability for benefits at $60.2 billion ($50.1 billion for the State and $10.1 billion for SUNY).
The updated calculation will ultimately be reflected in the financial statements for the State and
SUNY for FY 2011. In future updates, DOB expects the estimate of OPEB costs to increase
substantially. The causes of this anticipated increase include: higher assumed increases in the
cost of health care, implementation of the Federal Patient Protection and Affordable Care Act,
and decreased interest rates.

GASB does not require the additional costs to be funded on the State’s budgetary basis, and
no funding is assumed for this purpose in the Enacted Budget Financial Plan. On a budgetary
(cash) basis, the State continues to finance these costs, along with all other employee health care
expenses, on a PAYGO basis. The following table summarizes the actual and budgeted
payments for health insurance in the Enacted Budget Financial Plan.

FORECAST OF NEW YORK STATE EMPLOYEE HEALTH INSURANCE COSTS
(millions of dollars)

Active
Year Employees Retirees Total State
2007-08 (Actual) 1,390 1,182 2,572
2008-09 (Actual) 1,639 1,068 2,707
2009-10 (Actual) 1,609 1,072 2,681
2010-11 (Actual) 1,834 1,221 3,055
2011-12 (Projected) 2,144 1,285 3,429
2012-13 (Projected) 2,367 1,418 3,785
2013-14 (Projected) 2,575 1,543 4,118
2014-15 (Projected) 2,592 1,553 4,145
All numbers reflect the cost of health insurance for GSCs (Executive and
Legislative branches) and the Office of Court Administration.
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As noted, there is no provision in the Enacted Budget Financial Plan to pre-fund the OPEB
liability. If such liability were pre-funded at this time, the additional cost above the PAYGO
amounts would be lowered. The State’s Health Insurance Council, which consists of the GOER,
Civil Service, and DOB, will continue to review this matter and seek input from the State
Comptroller, the legislative fiscal committees, and other outside parties. However, it is not
expected that the State will alter its planned funding practices in light of existing fiscal
conditions.
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THE NATIONAL ECONOMY

Data released since the completion of the Executive Budget forecast, as amended, indicate
that extreme winter weather and spiking energy prices had a much larger impact on economic
activity in the first quarter than expected. The national economy grew 1.8 percent in the first
quarter of 2011, 1.3 percentage points below expectations. Based on the most recent data, real
household and private business spending grew much more slowly in January and February than
projected. Although demand appears to have rebounded in March, growth in the second and
third quarters is now expected to be softer due to the ongoing turmoil in the Middle East and
persistently high energy prices. Consequently, real U.S. GDP is now projected to grow 2.9
percent for 2011, following an increase of about the same for 2010. The 2011 forecast represents
a downward revision of 0.3 percentage points from the Executive Budget estimate.

Outlook for Real U.S. GDP Growth and Inflation
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Source: Moody’s Economy.com; DOB staff estimates.

When DOB was completing the Executive Budget forecast, it was already evident that severe
winter weather was taking its toll on the labor market. As a result, there is little change to the
expectation that the national economy will add about 2.5 million jobs in 2011, representing
annual growth of 1.3 percent. This projection continues to be consistent with the unemployment
rate averaging 8.5 percent in the fourth quarter of this year. However, preliminary data for the
first couple of months of 2011 indicate a weaker wage picture than originally anticipated, though
these data are very sensitive to revision as better data become available later in the year.
Revisions to the first quarter have been particularly large in recent years due to the uncertainty
created by the volatile bonus component. Wages are now projected to grow a downwardly
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revised 4.3 percent in 2011. However, due to upward revisions to some of the nonwage
components, personal income growth for 2011 remains virtually unchanged at 5.2 percent.

Between February 1 and April 26, 2011, the daily spot price of domestically produced oil, as
represented by West Texas Intermediate Crude, rose 25 percent; the price of imported oil has
risen even faster. Meanwhile, the average weekly price of unleaded gasoline for the third week
of April was up 23 percent over the first week of February and, as indicated in the figure below,
is fast approaching its July 2008 high. With the current conflict in the Middle East not expected
to resolve any time soon, it is unclear for how long current energy prices will be sustained.
Annualized quarterly inflation, as represented by growth in the CPI, accelerated from 2.6 percent
in the fourth quarter of 2010 to 5.2 percent in the first quarter of 2011. Core inflation, which
excludes the volatile food and energy components, also accelerated from 0.6 percent to 1.7
percent. As a result, DOB has increased its 2011 inflation forecast from 2.0 percent to 2.7
percent.

Energy Prices
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Source: Moody's Economy.com.

DOB?’s current outlook calls for both higher inflation and slower growth for 2011 compared
to the Executive Budget forecast. As a result, the Federal Reserve is still expected to complete
its $600 billion long-run asset purchase program, popularly referred to as QE2, by the end of
June as scheduled, and begin moving away from its zero-percent short-term interest rate target
before the end of this year. Indeed, the outlook for interest rates remains virtually unchanged
save for an adjustment to reflect slightly lower year-to-date levels. The ten-year Treasury yield
is now expected to average 3.7 percent in 2011, a ten-basis-point decline from the Executive
Budget forecast. The outlook for corporate profits and equity markets is also virtually
unchanged, as the corporate sector continues to reap the benefits of low interest rates and global
economic growth.
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The national recovery is expected to continue to gain strength following a weak first quarter,
though at a slightly slower pace than originally projected. But significant risks remain. Inflation
—and energy prices in particular — represent the most uncertain element of the national economic
forecast. As yet there is no end in sight to the Libyan conflict, increasing the risk of an extended
period of high oil and gasoline prices. Higher energy prices act effectively as a tax on household
and business spending, and can be expected to result in lower spending in other areas. In
addition, the fallout from the Japanese earthquake and tsunami could cause more extensive
supply disruptions than currently anticipated. Both of these developments could diminish the
pace of job growth relative to current projections and impede the recovery in household spending
from a relatively weak first quarter. Lower household spending and weaker job growth could
both add to the strain already being faced by state and local governments, with no relief from
property prices on the horizon. In contrast, a sudden resolution of the turmoil in the Middle East,
accompanied by faster global growth than projected, could result in stronger growth than is
reflected in this forecast.

U.S. ECONOMIC INDICATORS

(Percent change from prior calendar year)

2010 2011 2012
(Actual) (Forecast) (Forecast)
Real U.S. Gross Domestic Product 29 2.9 36
Consumer Price Index (CPI) 16 2.7 1.8
Personal Income 31 5.2 40
Nonagricultural Employment 0.7 13 20
Source: Moody's Economy.com; DOB staff estimates.
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THE NEW YORK STATE ECONOMY

In contrast to that of the nation, the pace of New York's economic recovery continues to
exceed expectations. The downstate economy has been buttressed by the continued
improvement of the financial sector, while the State's tourism and export industries are enjoying
the benefits of a weak dollar. The most recent data indicate that State employment growth for
2010 and early 2011 was a bit faster than the Executive Budget estimate. Total State
employment growth for 2011 has been revised up by 0.1 percent to 0.7 percent, with private
sector employment growth revised up by the same amount to 1.3 percent. State wages for the
first quarter of 2011 were likely stronger than originally thought, with much of that strength due
to higher bonuses. Estimated State wage growth for 2011 has been revised up to 3.8 percent
from the 3.1 percent increase reflected in the Executive Budget forecast.

NEW YORK STATE ECONOMIC INDICATORS
(Percent change from prior calendar year)

2010 2011 2012
(Estimated) (Forecast) (Forecast)
Personal Income 4.0 4.7 37
Wages 44 3.8 4.8
Nonagricultural Employment 0.1 0.7 0.9
Source: Moody's Economy.com; New York State Department of Labor; DOB staff estimates.

All of the risks to the U.S. forecast apply to the State forecast as well, although as the
nation’s financial capital, the volume of financial market activity and equity market volatility
present a particularly large element of uncertainty for New York. In addition, with Wall Street
still adjusting compensation practices in the wake of the passage of financial reform legislation,
the timing of cash bonus payouts has become very unstable, making inference from past patterns
more uncertain. A weaker labor market than projected could result in lower wages, which in turn
could result in weaker household consumption. Similarly, should financial and real estate
markets be weaker than anticipated, taxable capital gains realizations could be negatively
affected. These effects would ripple though the State economy, depressing both employment
and wage growth. In contrast, stronger national and world economic growth, or a stronger
upturn in stock prices, along with a greater volume of merger and acquisition and other Wall
Street activity, could result in higher wage and bonuses growth than projected.
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Financial Plan receipts comprise a variety of taxes, fees, and charges for State-provided
services, Federal grants, and other miscellaneous receipts. The receipts estimates and projections
have been prepared by DOB on a multi-year basis with the assistance of the Department of
Taxation and Finance and other agencies responsible for the collection of State receipts.

OVERVIEW OF THE REVENUE SITUATION

>

New York's recovery continued to gather momentum, with employment and wages
registering their fourth and fifth consecutive quarters of growth, respectively, during the
first calendar quarter of 2011. As a result of this growth and accompanying changes in
consumer spending and corporate profits, receipts are expected to grow for the second
consecutive year in FY 2012.

After plunging 12.3 percent in FY 2010, base receipts adjusted for tax law changes, grew
by 2.1 percent in FY 2011 and are expected to increase by 7.5 percent in FY 2012. The
2007-08 All Funds base tax receipts peak is expected to be reached again in FY 2012.

Corporate profits are expected to record a second consecutive year of growth in calendar
year 2011, albeit at a reduced rate compared to 2010. This is expected to translate into
continued growth in business tax receipts in FY 2012.

Both the PIT settlement for tax year 2010 and first quarter 2011 financial sector bonus
payments surpassed expectations and provide the basis for 2011 personal income tax
liability growth of 7.2 percent. A portion of the PIT settlement appears related to the
impact of capital gains realized during late 2010 in anticipation of the end of preferential
Federal tax rates. This is likely a one-time benefit to revenue results. These lower rates
were ultimately extended, but not until December 7, 2010.

After two years of record-setting declines in 2008-09 and FY 2010 consumer spending on
taxable goods and services rose 7.5 percent in FY 2011 and is estimated to rise 5.4
percent in FY 2012.

The surge in oil prices due to the unsettling situation in some oil-exporting countries
presents a downside risk to the receipts forecast not present in the Executive Budget
forecast. The uncertainty surrounding fuel prices over the near-term horizon could result
in slower receipts growth than anticipated.

While receipts growth has improved, results to date reflect growth of the very poor
receipts base for the past three fiscal years.
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All Funds receipts are projected to total $131.7 billion, a decrease of $1.7 billion from FY
2011 results. The table below summarizes the receipts projections for FY 2012 and FY 2013.

TOTAL RECEIPTS
(millions of dollars)

2010-11 2011-12 Annual $ Annual % 2012-13 Annual $ Annual %

Results Enacted Change Change Projected Change Change
General Fund 54,448 57,293 2,845 5.2% 57,642 349 0.6%
Taxes 39,205 42,237 3,032 7.7% 43,009 772 1.8%
Miscellaneous Receipts 3,095 3,098 3 0.1% 2,917 (181) -5.8%
Federal Grants 55 60 5 9.1% 60 0 0.0%
Transfers 12,093 11,898 (195) -1.6% 11,656 (242) -2.0%
State Funds 84,017 88,396 4,379 5.2% 90,109 1,713 1.9%
Taxes 60,906 64,976 4,070 6.7% 66,293 1,317 2.0%
Miscellaneous Receipts 22,993 23,275 282 1.2% 23,671 396 1.7%
Federal Grants 118 145 27 22.9% 145 0 0.0%
All Funds 133,358 131,688 (1,670) -1.3% 129,768 (1,920) -1.5%
Taxes 60,906 64,976 4,070 6.7% 66,293 1,317 2.0%
Miscellaneous Receipts 23,147 23,407 260 1.1% 23,802 395 1.7%
Federal Grants 49,305 43,305 (6,000) -12.2% 39,673 (3,632) -8.4%

Base growth in tax receipts of 7.5 percent is estimated for FY 2012, after adjusting for law
changes, and is projected to be 7.2 percent in FY 2013. These projected increases in overall base
growth in tax receipts are dependent on many factors:

>

>

Continued growth in a broad range of economic activities;

Improving profitability and compensation gains, particularly among financial services
companies;

Recovery in the overall real estate market, particularly the residential market; and

Increases in consumer spending as a result of wage and employment gains.
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PERSONAL INCOME TAX
PERSONAL INCOME TAX
(millions of dollars)
2010-11 2011-12 Annual $ Annual % 2012-13 Annual $ Annual %
Results Enacted Change Change Projected Change Change
General Fund® 23,894 26,001 2,107 8.8% 26,085 84 0.3%
Gross Collections 44,002 46,901 2,899 6.6% 47,417 516 1.1%
Refunds/Offsets (7,793) (7,842) (49) 0.6% (8,207) (365) 4.7%
STAR (3,263) (3,292) (29) 0.9% (3,322) (30) 0.9%
RBTF (9,052) (9,766) (714) 7.9% (9,803) 37) 0.4%
State/All Funds 36,209 39,059 2,850 7.9% 39,210 151 0.4%
Gross Collections 44,002 46,901 2,899 6.6% 47,417 516 1.1%
Refunds (7,793) (7,842) (49) 0.6% (8,207) (365) 4.7%
! Excludes Transfers.

All Funds receipts for FY 2012 are projected to be $39.1 billion, an increase of $2.9 billion,
or 7.9 percent above FY 2011. This increase reflects stronger than expected growth in extension
payments for tax year 2010 ($1.2 billion), stronger growth in estimated payments for tax year
2011 ($944 million) and an artificially high FY 2011 refunds base caused by the shift of $500
million of FY 2010 refunds into FY 2011. Withholding, the largest component of the personal
income tax is also projected to be 1.8 percent ($562 million) higher than FY 2011, reflecting a
combination of moderate underlying wage growth of 4.0 percent and the expiration of the
temporary rate increase at the end of December 2011. The spike in extension payments for tax
year 2010 of 52 percent reflects a combination of improvement in the financial markets, catch-up
payments for increased liability due to the deferral of some business related tax credits, and the
one-time realization of capital gains caused by uncertainty surrounding the late extension of the
lower Federal tax rates on capital gains and high-income taxpayers in December of 2010.

Total refunds for FY 2012 are projected to increase by $50 million (0.6 percent). This
modest increase largely reflects the $500 million refund shift noted above. Adjusted for this
refund shift, current refunds are projected to increase by $301 million or 6.6 percent. Compared
to the previous year, prior year refunds are projected to increase by $97 million due to increasing
business credit claims for tax years prior to 2010.

The following table summarizes, by component, actual receipts for FY 2011 and forecast
amounts through FY 2015.
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PERSONAL INCOME TAX FISCAL YEAR COLLECTION COMPONENTS
ALL FUNDS

(millions of dollars)

2010-11 2011-12 2012-13 2013-14 2014-15

(Results) (Enacted) (Projected) (Projected) (Projected)

Receipts
Withholding 31,240 31,802 32,356 34,535 36,383
Estimated Payments 9,735 11,900 11,729 11,910 12,575
Current Year 7,386 8,330 8,055 8,456 9,505
Prior Year* 2,349 3,570 3,674 3,454 3,070
Final Returns 1,964 2,110 2,199 2,154 2,151
Current Year 215 227 227 241 242
Prior Year* 1,749 1,883 1,972 1,913 1,909
Delinquent 1,063 1,089 1,134 1,211 1,313
Gross Receipts 44,002 46,901 47,418 49,810 52,422

Refunds
Prior Year* 5171 5,075 5,490 5,761 6,604
Previous Years 771 869 819 761 782
Current Year* 1,750 1,750 1,750 1,750 1,750
State-City Offset* 100 148 148 98 98
Total Refunds 7,792 7,842 8,207 8,370 9,234
Net Receipts 36,210 39,059 39,211 41,440 43,188

* These components, collectively, are known as the “settlement” on the prior year's tax liability.

General Fund income tax receipts are net of deposits to the STAR Fund, which provides
property tax relief, and the RBTF, which supports debt service payments on State personal
income tax revenue bonds. General Fund income tax receipts for FY 2012 of $26 billion are
expected to increase by $2.1 billion, or 8.8 percent, from the prior year, mainly reflecting the
increase in All Funds receipts noted above. The RBTF deposit is estimated to increase by $714
million.

General Fund income tax receipts for FY 2013 of $26.1 billion are projected to increase $84
million, or 0.3 percent. The RBTF deposit is projected to increase by $37 million.

The following tables show the (1) tax year PIT liability with and without the 2009 and 2010

high income provisions and (2) these high income provisions segregated by collection
components.
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PERSONAL INCOME TAX LIABILITY
(millions of dollars)

Current Law Constant Law’ Difference
Year-ago Year-ago
Tax Year $ Millions % Change $ Millions % Change  $ Millions
2007 35,215 18.4 35,215 18.4 -
2008 31,628 (10.2) 31,628 (10.2) -
2009 31,264 (1.1) 27,122 (14.2) 4,142
2010 34,543 10.5 29,675 9.4 4,868
2011 37,021 7.2 31,663 6.7 5,358
2012 35,507 4.1) 34,853 10.1 654
' Excludes the impact of the 2009 temporary rate increase and 2009 and 2010
itemized deduction limitations.

2009 and 2010 HIGH INCOME PROVISIONS*
ALL FUNDS

(millions of dollars)

Tax Year Fiscal Year Liability Totals
2009 Withholding 1,157 0 0 0
Estimated Tax 1,659 0 0 0
Settlement 0 1,326 0 0
Total 2,816 1,326 0 0 4,142
2010 Withholding 1,251 1,244 0 0
Estimated Tax 0 1,747 0 0
Settlement 0 0 627 0
Total 1,251 2,991 627 0 4,869
2011 Withholding 0 1,260 1,414 0
Estimated Tax 0 0 2,035 0
Settlement 0 0 0 649
Total 0 1,260 3,449 649 5,358
Cash Total 4,067 5,577 4,076 649 14,369
* Includes 2009 temporary rate increase and 2009 and 2010 itemized deduction limitations.
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PERSONAL INCOME TAX CHANGE FROM EXECUTIVE BUDGET FORECAST
(millions of dollars)

2011-12 2012-13
Executive Enacted $ % Executive Enacted $ %
Budget Budget Change Change Budget Budget Change Change

General Fund® 25,701 26,001 300 1.2% 25,871 26,085 214 0.8%

Gross Collections 46,171 46,901 730 1.6% 46,826 47,417 591 1.3%

Refunds/Offsets (7,512) (7,842) (330) 4.4% (7,902) (8,207) (305) 3.9%

STAR (3,292) (3,292) 0 0.0% (3,322) (3,322) 0 0.0%

RBTF (9,666) (9,766) (100) 1.0% (9,731) (9,803) (72) 0.7%
State/All Funds 38,659 39,059 400 1.0% 38,924 39,210 286 0.7%

Gross Collections 46,171 46,901 730 1.6% 46,826 47,417 591 1.3%

Refunds (7,512) (7,842) (330) 4.4% (7,902) (8,207) (305) 3.9%
! Excludes Transfers

Compared to the Executive Budget, FY 2012 All Funds income tax receipts are revised
upward by $400 million. The increase primarily reflects higher-than-expected April extension
payments on tax year 2010 liability of $825 million. The increase is partially offset by $100
million in lower-than-expected final returns payments, $330 million in higher refunds, and $40
million less in assessments. Current refunds are increased $155 million, due to the spike in April
2011 extension payments. This is consistent with previous settlements where both April
extension payments and subsequent refund payments moved in tandem. The upward revision of
$100 million in the state-city offset reflects prior year experience associated with the adjustments
for the temporary rate increase and continued processing system changes. Based on final results
for the prior year, subsequent returns for tax year 2011 and prior year returns have been revised
upwards by $20 million and $25 million, respectively. Likewise, prior refunds and current offset
components of total refunds have been revised upwards by $50 million and $25 million,
respectively.

Compared to the Executive Budget, FY 2013 All Funds income tax receipts are revised
upward by $286 million, with a $600 million upward re-estimate for extension payments for tax
year 2011 partially offset by a $280 million upward revision (negative to the Financial Plan) for
refunds, a $100 million downward revision for final returns payments, a $40 million negative
adjustment for assessments, and a total of $39 million less in receipts from legislation. The total
negative revision in refunds is comprised of increases in current refunds of $105 million, prior
refunds of $50 million, state-city offsets of $100 million, and current offsets of $25 million.
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PERSONAL INCOME TAX
(millions of dollars)

2012-13 2013-14 Annual $ 2014-15 Annual $

Projected Projected Change Projected Change
General Fund® 26,085 27,570 1,485 28,699 1,129
Gross Collections 47,417 49,810 2,393 52,422 2,612
Refunds/Offsets (8,207) (8,370) (163) (9,234) (864)
STAR (3,322) (3,510) (188) (3,692) (182)
RBTF (9,803) (10,360) (557) (10,797) 437)
State/All Funds 39,210 41,440 2,230 43,188 1,748
Gross Collections 47,417 49,810 2,393 52,422 2,612
Refunds (8,207) (8,370) (163) (9,234) (864)

' Excludes Transfers.

All Funds income tax receipts for FY 2014 of $41.4 billion are projected to increase $2.2
billion or 5.7 percent over the prior year. Gross receipts are projected to increase 5.0 percent and
reflect withholding that is projected to grow by 6.7 percent ($2.2 billion) and estimated payments
related to tax year 2013 that are projected to grow by 5.0 percent, or $401 million. These
relatively strong growth rates reflect projected continued strength in the economy. Payments
from extensions for tax year 2012 are projected to decrease by 6.0 percent ($220 million) and
payments from final returns are expected to decrease 3.0 percent ($59 million) reflecting the
expiration of the temporary rate increase in December 2011. Delinquencies are projected to
increase $70 million or 7.0 percent from the prior year while total refunds are projected to
increase by $163 million, or 2.0 percent from the prior year.

General Fund income tax receipts for FY 2014 of $27.6 billion are projected to increase by
$1.5 billion, or 5.7 percent. The increase in All Funds receipts is partially offset by a $558
million increase in RBFT deposits.

All Funds income tax receipts are projected to increase by $1.7 billion (4.2 percent) in FY
2015 to reach $43.2 billion while General Fund receipts are projected to be $28.7 billion. The
growth rate is somewhat suppressed by the partial repayment of prior-year business related tax
credit deferrals, which is projected to total $825 million in FY 2015.
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USER TAXES AND FEES

USER TAXES AND FEES
(millions of dollars)

2010-11 2011-12 Annual $ Annual % 2012-13 Annual $ Annual %
Resul Enacted Change Change Projected Change Change
General Fund™? 8,795 9,105 310 3.5% 9,382 277 3.0%
Sales Tax 8,085 8,380 295 3.6% 8,626 246 2.9%
Cigarette and Tobacco Taxes 480 492 12 2.5% 518 26 5.3%
Alcoholic Beverage Taxes 230 233 3 1.3% 238 5 2.1%
State/All Funds 14,205 14,672 467 3.3% 15,129 457 3.1%
Sales Tax 11,538 11,915 377 3.3% 12,272 357 3.0%
Cigarette and Tobacco Taxes 1,616 1,686 70 4.3% 1,772 86 5.1%
Motor Fuel 516 511 5) -1.0% 515 4 0.8%
Highway Use Tax 129 144 15 11.6% 144 0 0.0%
Alcoholic Beverage Taxes 230 233 3 1.3% 238 5 2.1%
Taxicab Surcharge 81 81 0 0.0% 81 0 0.0%
Auto Rental Tax 95 102 7 7.4% 107 5 4.9%
! Excludes Transfers.
? Receipts from motor vehicle fees and alcohol beverage control license fees are now reflected under miscellaneous receipts.

All Funds user taxes and fees receipts for FY 2012 are estimated to be $14.7 billion, an
increase of $467 million or 3.3 percent from FY 2011. Sales tax receipts are expected to
increase by $377 million due to base growth of 5.4 percent ($543 million) and incremental law
changes ($43 million) partially offset by an increase (from no exemption to $55) in the per-item
price of clothing exempt from tax ($120 million) and other adjustments ($89 million). Non-sales
tax user taxes and fees are estimated to increase by $90 million from FY 2011, mainly due to the
full implementation of the cigarette and tobacco tax rate increases as well as assumed part-year
enforcement of provisions enacted in FY 2011. Highway use tax receipts are estimated to
increase by $15 million due to additional enforcement efforts, including carrier decal
requirements.

General Fund user taxes and fees receipts are expected to total $9.1 billion in FY 2012, an
increase of $310 million or 3.5 percent from FY 2011. The increase largely reflects an increase
in sales tax receipts ($295 million) and cigarette and tobacco tax collections ($12 million).

All Funds user taxes and fees receipts for FY 2013 are projected to be $15.1 billion, an
increase of $457 million, or 3.1 percent from FY 2012. This increase largely reflects an increase
in sales tax receipts ($357 million) and cigarette tax collections ($86 million). General Fund user
taxes and fees receipts are projected to total $9.4 billion in FY 2013, an increase of $277 million,
or 3.0 percent from FY 2012.
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USER TAXES AND FEES CHANGE FROM EXECUTIVE BUDGET FORECAST
(millions of dollars)

2011-12 2012-13
Executive Enacted $ % Executive Enacted $ %
Budget Budget Change Change Budget Budget Change Change
General Fund"’ 9,153 9,105 48  -0.5% 9,386 9,382 (@ 0.0%
Sales Tax 8,406 8,380 (26) -0.3% 8,635 8,626 ) -0.1%
Cigarette and Tobacco Taxes 514 492 22) -4.3% 513 518 5 1.0%
Alcoholic Beverage Taxes 233 233 0 0.0% 238 238 0 0.0%
State/All Funds 14,810 14,672 (138) -0.9% 15,145 15,129 (16) -0.1%
Sales Tax 11,950 11,915 (35) -0.3% 12,283 12,272 (11) -0.1%
Cigarette and Tobacco Taxes 1,786 1,686 (100) -5.6% 1,767 1,772 5 0.3%
Motor Fuel 518 511 7) -1.4% 521 515 (6) -1.2%
Highway Use Tax 140 144 4 2.9% 148 144 4) -2.7%
Alcoholic Beverage Taxes 233 233 0 0.0% 238 238 0 0.0%
Taxicab Surcharge 81 81 0 0.0% 81 81 0 0.0%
Auto Rental Tax 102 102 0 0.0% 107 107 0 0.0%
! Excludes Transfers
’ Receipts from motor vehicle fees and alcohol beverage control license fees are now reflected under miscellaneous receipts.

All Funds user taxes and fees in FY 2012 have been revised downward by $138 million from
the Executive Budget. Sales and use tax receipts are $35 million lower due to a slight downward
revision in disposable income and decreased fuel consumption due to higher prices. Cigarette
tax receipts were revised downward by $100 million to reflect an estimated nine month delay in
enforcement on sales made on Native American reservations due to the current Federal
injunction. Motor fuel tax receipts were revised downward by $7 million due to higher estimated
fuel prices which are expected to reduce consumption. All Funds user taxes and fees in FY 2013
have been revised downward by $16 million from the Executive Budget, mostly due to a
negotiated sunset date of December 31, 2012 for the sales tax provisions of the tax
modernization initiative. These provisions were originally proposed to be permanent in the
Executive Budget.
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USER TAXES AND FEES
(millions of dollars)

2012-13 2013-14 Annual $ 2014-15 Annual $
Projected Projected Change Projected Change
General Fund"? 9,382 9,723 341 10,081 358
Sales Tax 8,626 8,970 344 9,329 359
Cigarette and Tobacco Taxes 518 511 @) 505 6)
Alcoholic Beverage Taxes 238 242 4 247 5
State/All Funds 15,129 15,598 469 16,095 497
Sales Tax 12,272 12,760 488 13,269 509
Cigarette and Tobacco Taxes 1,772 1,743 (29) 1,715 (28)
Motor Fuel 515 517 2 520 3
Highway Use Tax 144 143 1) 146 3
Alcoholic Beverage Taxes 238 242 4 247 5
Taxicab Surcharge 81 81 0 81 0
Auto Rental Tax 107 112 5 117 5
! Excludes Transfers.
: Receipts from motor vehicle fees and alcohol beverage control license fees are now reflected under
miscellaneous receipts.

All Funds user taxes and fees are projected to increase by $469 million (3.1 percent) in FY
2014 and $497 million (3.2 percent) in FY 2015. General Fund increases are projected to be
$341 million (3.6 percent) in FY 2014 and $358 million (3.7 percent) in FY 2015. These

increases are consistent with the DOB forecast for a continued increase in the sales tax base.

BUSINESS TAXES

BUSINESS TAXES
(millions of dollars)

2010-11 2011-12 Annual $ Annual % 2012-13 Annual $ Annual %
Results Enacted Change Change Projected Change Change
General Fund 5,278 6,101 823 15.6% 6,456 355 5.8%
Corporate Franchise Tax 2,472 3,047 575 23.3% 3,178 131 4.3%
Corporation & Utilities Tax 616 681 65 10.6% 750 69 10.1%
Insurance Tax 1,217 1,266 49 4.0% 1,318 52 4.1%
Bank Tax 973 1,107 134 13.8% 1,210 103 9.3%
State/All Funds 7,278 8,173 895 12.3% 8,677 504 6.2%
Corporate Franchise Tax 2,846 3,463 617 21.7% 3,698 235 6.8%
Corporation & Utilities Tax 813 892 79 9.7% 964 72 8.1%
Insurance Tax 1,351 1,395 44 3.3% 1,451 56 4.0%
Bank Tax 1,178 1,317 139 11.8% 1,414 97 7.4%
Petroleum Business Tax 1,090 1,106 16 1.5% 1,150 44 4.0%

42




FISCAL YEAR 2012 RECEIPTS FORECAST

All Funds business tax receipts for FY 2012 are estimated at $8.2 billion, an increase of $895
million, or 12.3 percent from the prior year. The estimates reflect base growth across all taxes
from an improving economy as well as an incremental increase of $323 million from the deferral
of certain tax credits that was part of the FY 2011 Enacted Budget. Adjusted for this deferral,
All Funds growth is 7.8 percent.

The annual increase in the corporate franchise tax of $617 million is attributable to the
incremental increase of $323 million from the tax credit deferral as well as continued growth in
corporate profits. Corporate profits are expected to grow 7.0 percent in tax year 2011. Higher
audit receipts and lower refunds also contribute to growth in FY 2012. Corporate franchise tax
growth adjusted for the credit deferral is 10.3 percent for FY 2012. Both the corporation and
utilities tax and the insurance tax are expected to return to trend growth in FY 2012 after declines
of 14.7 percent and 9.4 percent, respectively, in FY 2011. The economic downturn and several
unusual items in the corporation and utilities tax in FY 2011 (e.g. a Tax Tribunal decision that
resulted in a FY 2011 refund of $37 million) contributed to the year-over-year decline in these
two taxes. The bank tax is estimated to grow 11.8 percent in FY 2012 as the economy and credit
markets continue to show improvement.

All Funds business tax receipts for FY 2013 of $8.7 billion are projected to increase $504
million, or 6.2 percent over the prior year reflecting growth across all business taxes.

General Fund business tax receipts for FY 2012 of $6.1 billion are estimated to increase by
$823 million, or 15.6 percent above FY 2011 results. Business tax receipts deposited to the
General Fund reflect the All Funds trends, and policy changes discussed above.

General Fund business tax receipts for FY 2013 of $6.5 billion are projected to increase $355
million, or 5.8 percent from the prior year.
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ALL FUNDS BUSINESS TAX AUDIT AND NON-AUDIT RECEIPTS
(millions of dollars)

2007-08 2008-09 2009-10 2010-11 2011-12
Actual Actual Actual Actual Projected

Corporate Franchise Tax 3,998 3,220 2,511 2,846 3,463

Audit 1,189 905 698 810 848

Non-Audit 2,808 2,315 1,813 2,036 2,615

Corporation and Utilities Taxes 801 863 954 813 892

Audit 35 47 52 13 54

Non-Audit 767 816 902 800 838

Insurance Taxes 1,219 1,181 1,491 1,351 1,395

Audit 44 41 35 38 13

Non-Audit 1,175 1,140 1,456 1,313 1,382

Bank Taxes 1,058 1,233 1,399 1,178 1,317

Audit 104 455 290 239 195

Non-Audit 954 778 1,109 939 1,122

Petroleum Business Taxes 1,155 1,107 1,104 1,090 1,106

Audit 9 16 10 7 6

Non-Audit 1,146 1,091 1,094 1,083 1,100

Total Business Taxes 8,231 7,604 7,459 7,278 8,173

Audit 1,381 1,464 1,085 1,107 1,116

Non-Audit 6,850 6,140 6,374 6,171 7,057

BUSINESS TAXES CHANGE FROM EXECUTIVE BUDGET FORECAST
(millions of dollars)
2011-12 2012-13
Executive Enacted $ % Executive Enacted $ %
Budget Budget Change Change Budget Budget Change Change

General Fund 6,101 6,101 0 0.0% 6,422 6,456 34 0.5%
Corporate Franchise Tax 3,057 3,047 (10) -0.3% 3,144 3,178 34 1.1%
Corporation & Utilities Tax 681 681 0 0.0% 750 750 0 0.0%
Insurance Tax 1,266 1,266 0 0.0% 1,318 1,318 0 0.0%
Bank Tax 1,097 1,107 10 0.9% 1,210 1,210 0 0.0%
State/All Funds 8,203 8,173 (30) -0.4% 8,637 8,677 40 0.5%
Corporate Franchise Tax 3,516 3,463 (53) -1.5% 3,659 3,698 39 1.1%
Corporation & Utilities Tax 892 892 0 0.0% 964 964 0 0.0%
Insurance Tax 1,392 1,395 3 0.2% 1,449 1,451 2 0.1%
Bank Tax 1,287 1,317 30 2.3% 1,414 1,414 0 0.0%
Petroleum Business Tax 1,116 1,106 (10) -0.9% 1,151 1,150 1) -0.1%
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Compared to the Executive Budget, FY 2012 All Funds business tax receipts are revised
down $30 million and the General Fund is unchanged. The corporate franchise tax is revised
down by $53 million. Lower gross collections reflecting unfavorable FY 2011 results are
partially offset with higher expected audit receipts. The petroleum business tax downward
revision reflects lower projected consumption of diesel and motor fuel due to higher fuel prices.
These reductions are expected to be partially offset by an increase in the bank tax as a result of
higher expected audit receipts.

Compared to the Executive Budget, FY 2013 All Funds business tax receipts are revised up
by $40 million and the General Fund is revised up by $34 million, almost entirely as a result of
higher estimates in the corporate franchise tax driven by an improvement in the corporate profits
forecast since the Executive Budget.

BUSINESS TAXES
(millions of dollars)

2012-13 2013-14 Annual $ 2014-15 Annual $

Projected Projected Change Projected Change
General Fund 6,456 6,721 265 6,141 (580)
Corporate Franchise Tax 3,178 3,284 106 2,527 (757)
Corporation & Utilities Tax 750 780 30 813 33
Insurance Tax 1,318 1,376 58 1,438 62
Bank Tax 1,210 1,281 71 1,363 82
State/All Funds 8,677 8,993 316 8,486 (507)
Corporate Franchise Tax 3,698 3,830 132 3,111 (719)
Corporation & Utilities Tax 964 998 34 1,035 37
Insurance Tax 1,451 1,518 67 1,591 73
Bank Tax 1,414 1,493 79 1,590 97
Petroleum Business Tax 1,150 1,154 4 1,159 5
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All Funds business tax receipts for FY 2014 and FY 2015 reflect projected trends in
corporate profits, taxable insurance premiums, electric utility consumption and prices, the
consumption of telecommunications services, and automobile fuel consumption and fuel prices.
Business tax receipts are projected to increase to $9.0 billion (3.6 percent) in FY 2014, but
decline to $8.5 billion (5.6 percent) in FY 2015. The decline in FY 2015 reflects the first year of
the repayment of deferred tax credits to taxpayers. General Fund business tax receipts over this
period are expected to increase to $6.7 billion (4.1 percent) in FY 2014 and decline to $6.1
billion (8.6 percent) in FY 2015.

OTHER TAXES

OTHER TAXES
(millions of dollars)

General Fund®
Estate Tax
Gift Tax
Real Property Gains Tax
Pari-Mutuel Taxes
All Other Taxes

State/All Funds
Estate Tax
Gift Tax
Real Property Gains Tax
Real Estate Transfer Tax
Pari-Mutuel Taxes

2010-11
Results

2011-12
Enacted

Annual $
Change

Annual %
Change

2012-13
Projected

Annual $
Change

Annual %
Change

1,237
1,218
1

0

17

1

1,817

1,218

580
17

1,030
1,015

(207)
(203)
1)

0
3)

0

(167)
(203)
@

40
®3)

-16.7%
-16.7%
-100.0%
NA
-17.6%
0.0%

-9.2%
-16.7%
-100.0%
NA
6.9%
-17.6%

1,085
1,070
0

0

14

1

1,775

1,070

690
14

55
55
0

0
0
0

125
55
0

0
70
0

5.3%
5.4%
0.0%
0.0%
0.0%
0.0%

7.6%
5.4%
0.0%
0.0%
11.3%
0.0%

All Other Taxes 1 1 0 0.0% 1 0 0.0%

1
Excludes Transfers.

All Funds other tax receipts for FY 2012 are estimated to be $1.7 billion, a decrease of $167
million or 9.2 percent from FY 2011. This reflects a decline of $203 million (16.7 percent) in
estate tax receipts and $3 million (17.6 percent) in the pari-mutuel tax as a result of unusually
large estate payments in FY 2011 and the closure of NYC OTB in December 2010, respectively.
This decline is partially offset by growth of $40 million (6.9 percent) in the real estate transfer
tax as a result of strong commercial activity and improving vacancy rates in New York City.

General Fund other tax receipts are expected to be $1.0 billion in FY 2012, a decrease of
$207 million or 16.7 percent from FY 2011. This reflects the declines in the estate tax and pari-
mutuel taxes noted above.

All Funds other tax receipts for FY 2013 are projected to be nearly $1.8 billion, an increase
of $125 million or 7.6 percent from FY 2012. This reflects modest growth in the real estate
transfer tax and estate tax receipts. General Fund other tax receipts are expected to total
approximately $1.1 billion in FY 2013. This reflects an increase of $55 million in estate tax
receipts due to a forecast increase in household net worth.
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OTHER TAXES CHANGE FROM EXECUTIVE BUDGET FORECAST
(millions of dollars)

2011-12 2012-13
Executive Enacted $ % Executive Enacted $ %
Budget Budget Change Change Budget Budget Change Change
General Fund® 1,030 1,030 (1] 0.0% 1,075 1,085 10 0.9%
Estate Tax 1,015 1,015 0 0.0% 1,060 1,070 10 0.9%
Gift Tax 0 0 0 0.0% 0 0 0 0.0%
Real Property Gains Tax 0 0 0 0.0% 0 0 0 0.0%
Pari-Mutuel Taxes 14 14 0 0.0% 14 14 0 0.0%
All Other Taxes 1 1 0 0.0% 1 1 0 0.0%
State/All Funds 1,650 1,650 0 0.0% 1,775 1,775 0 0.0%
Estate Tax 1,015 1,015 0 0.0% 1,060 1,070 10 0.9%
Gift Tax 0 0 0 0.0% 0 0 0 0.0%
Real Property Gains Tax 0 0 0 0.0% 0 0 0 0.0%
Real Estate Transfer Tax 620 620 0 0.0% 700 690 (10) -1.4%
Pari-Mutuel Taxes 14 14 0 0.0% 14 14 0 0.0%
All Other Taxes 1 1 0 0.0% 1 1 0 0.0%
! Excludes Transfers.

All Funds other tax receipts in FY 2012 remain unchanged from the Executive Budget. The
All Funds other taxes total remains unchanged for FY 2013 due to a $10 million decrease in real
estate transfer tax receipts offset by an increase of $10 million in estate tax receipts.

OTHER TAXES
(millions of dollars)

2012-13 2013-14 Annual $ 2014-15 Annual $

Projected Projected Change Projected Change
General Fund® 1,085 1,145 60 1,210 65
Estate Tax 1,070 1,130 60 1,195 65
Gift Tax 0 0 0 0 0
Real Property Gains Tax 0 0 0 0 0
Pari-Mutuel Taxes 14 14 0 14 0
All Other Taxes 1 1 0 1 0
State/All Funds 1,775 1,915 140 2,050 135
Estate Tax 1,070 1,130 60 1,195 65
Gift Tax 0 0 0 0 0
Real Property Gains Tax 0 0 0 0 0
Real Estate Transfer Tax 690 770 80 840 70
Pari-Mutuel Taxes 14 14 0 14 0
All Other Taxes 1 1 0 1 0

! Excludes Transfers.
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The FY 2014 All Funds receipts projection for other taxes is $1.9 billion, an increase of $140
million or 7.9 percent from FY 2013. Modest growth in the estate tax is projected to follow
expected increases in household net worth. Receipts from the real estate transfer tax are
projected to increase significantly, reflecting the continuation of the rebound in the residential
and commercial markets.

The FY 2015 All Funds receipts projection for other taxes is $2 billion, an increase of $135
million or 7.0 percent from FY 2014. The forecast reflects continued increases in the estate tax
and real estate transfer tax as a result of increasing household net worth and real property
transfers, respectively.

General Fund other tax receipts for FY 2014 and FY 2015 are expected to increase by $60
million and $65 million respectively, consistent with the All Funds trends noted above.

MISCELLANEOUS RECEIPTS AND FEDERAL GRANTS

MISCELLANEOUS RECEIPTS AND FEDERAL GRANTS
(millions of dollars)

2010-11 2011-12 Annual $ Annual % 2012-13 Annual $ Annual %
Results Enacted Change Change Projected Change Change
General Fund 3,150 3,158 8 0.3% 2,977 (181) -5.7%
Miscellaneous Receipts’ 3,095 3,098 3 0.1% 2,917 (181) -5.8%
Federal Grants 55 60 5 9.1% 60 0 0.0%
State Funds 23,111 23,420 309 1.3% 23,816 396 1.7%
Miscellaneous Receipts’ 22,993 23,275 282 1.2% 23,671 396 1.7%
Federal Grants 118 145 27 22.9% 145 0 0.0%
All Funds 72,452 66,712 (5,740) -7.9% 63,475 (3,237) -4.9%
Miscellaneous Receipts’ 23,147 23,407 260 1.1% 23,802 395 1.7%
Federal Grants 49,305 43,305 (6,000) -12.2% 39,673 (3,632) -8.4%
'Includes receipts from motor vehilce fees and alcohol beverage control license fees, previously reflected as "user taxes and fees."

All Funds miscellaneous receipts include monies received from HCRA financing sources,
SUNY tuition and patient income, lottery receipts for education, assessments on regulated
industries, and a variety of fees and licenses. All Funds miscellaneous receipts are projected to
total $23.4 billion in FY 2012, an increase of $260 million from FY 2011, largely driven by
growth in SUNY Income Fund revenues ($375 million), which includes the acquisition of LICH,
partially offset by the decline or non-recurrence in other sources of miscellaneous receipts.

Federal grants help pay for State spending on Medicaid, temporary and disability assistance,
mental hygiene, School Aid, public health, and other activities. Annual changes to Federal
grants generally correspond to changes in federally-reimbursed spending. Accordingly, DOB
typically plans for Federal reimbursement to be received in the State fiscal year in which
spending occurs, but timing sometimes varies. All Funds Federal grants are projected to total
$43.3 billion in FY 2012, a decline of $6.0 billion from the current year reflecting the expiration
of certain Federal ARRA monies.
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General Fund miscellaneous receipts and Federal grants collections are estimated to be nearly
$3.2 billion, on par with FY 2011 results.

All Funds miscellaneous receipts are projected to increase by $395 million in FY 2013 driven
by increases in HCRA resources ($544 million), SUNY Income Fund revenues ($238 million)
and lottery receipts ($169 million), partially offset by a projected decline in programs financed
with authority bond proceeds, including economic development and health projects ($331
million), and the General Fund decline described below.

The loss of Federal ARRA aid drives the All Funds Federal grant decline of $3.6 billion in
FY 2013.

General Fund miscellaneous receipts for FY 2013 are projected to decline by $181 million

from the current year, and primarily reflect the loss of certain one-time sweeps and payments
expected in FY 2012.

MISCELLANEOUS RECEIPTS AND FEDERAL GRANTS: CHANGE FROM EXECUTIVE BUDGET FORECAST
(millions of dollars)

2011-12 2012-13
Executive Enacted $ % Executive Enacted $ %
Budget Budget Change Change Budget Budget Change Change
General Fund® 3,148 3,158 10 0.3% 2,887 2,977 920 3.1%
Miscellaneous Receipts’ 3,088 3,098 10 0.3% 2,827 2,917 90 3.2%
Federal Grants 60 60 0 0.0% 60 60 0 0.0%
State Funds 23,630 23,420 (210) -0.9% 24,008 23,816 (192) -0.8%
Miscellaneous Receipts’ 23,485 23,275 (210) -0.9% 23,863 23,671 (192) -0.8%
Federal Grants 145 145 0 0.0% 145 145 0 0.0%
All Funds 67,919 66,712 (1,207) -1.8% 64,448 63,475 (973) -1.5%
Miscellaneous Receipts’ 23,617 23,407 (210) -0.9% 23,994 23,802 (192) -0.8%
Federal Grants 44,302 43,305 (997) -2.3% 40,454 39,673 (781) -1.9%
! Excludes Transfers.
’ Includes receipts from motor vehicle fees and alcohol beverage control license fees, previously reflected as "user taxes and fees."

The All Funds Changes in estimated miscellaneous receipts for FY 2012 and FY 2013,
between the Executive Budget and the Enacted Budget (roughly $200 million in both years)
largely reflects the timing of insurance company conversions ($150 million) and downward
revisions to SUNY receipts based upon FY 2011 actual results.

The decline in Federal Grants for FY 2012 and FY 2013 from the Executive Budget
estimates ($997 million and $781 million, respectively) is driven by the timing of ARRA
spending and downward revisions to Medicaid, School Aid, special education and FSHRP based
upon FY 2011 actual results.

General Fund miscellaneous receipts and Federal Grants are projected to total nearly $3.2
billion in FY 2012, an increase of $10 million from the Executive Budget, reflecting an upward
revision to abandoned property actions taken with the Enacted Budget to reduce certain
dormancy periods.

49



FISCAL YEAR 2012 RECEIPTS FORECAST

General Fund miscellaneous receipts projections for FY 2013 are revised upward by $90
million from the Executive Budget, reflecting upward revisions to licenses and fees estimates
and for the same reason noted above.

MISCELLANEOUS RECEIPTS AND FEDERAL GRANTS
(millions of dollars)

2012-13 2013-14 Annual $ 2014-15 Annual $
Projected Projected Change Projected Change
General Fund 2,977 2,556 (421) 2,126 (430)
Miscellaneous Receipts’ 2,917 2,496 (421) 2,066 (430)
Federal Grants 60 60 0 60 0
State Funds 23,816 23,656 (160) 23,231 (425)
Miscellaneous Receipts’ 23,671 23,511 (160) 23,086 (425)
Federal Grants 145 145 0 145 0
All Funds 63,475 65,323 1,848 70,232 4,909
Miscellaneous Receipts’ 23,802 23,642 (160) 23,217 (425)
Federal Grants 39,673 41,681 2,008 47,015 5,334
"Includes receipts from motor vehilce fees and alcohol beverage control license fees, previously
reflected as "user taxes and fees."

All Funds miscellaneous receipts decrease by $160 million in FY 2014 driven by the decline
in General Fund resources, partially offset by increases in HCRA ($156 million), SUNY Income
Fund revenues ($118 million) and lottery receipts ($68 million).

All Funds miscellaneous receipts decrease by $425 million in FY 2015 driven by the decline
in General Fund resources.

Annual Federal grants growth of $2.0 billion in FY 2014 and $5.3 billion is primarily due to
growth in Medicaid spending.

General Fund miscellaneous receipts and Federal grants are projected to total $2.6 billion in

FY 2014 and decline to $2.1 billion in FY 2015, reflecting the loss of 18-A payments to the
General Fund.

ENACTED BUDGET REVENUE ACTIONS

The Enacted Budget includes Tax Law changes that will generate recurring revenue without
increasing taxes.

On a General Fund basis, actions in the Enacted Budget will together increase tax or other
revenue by a total of $273 million ($323.8 million All Funds) in FY 2012.
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INCREASED FEE LIABILITY
(General Fund: $3 million, All Funds: $7.8 million in FY 2012)

> New or Increased Fees. The Enacted Budget contains statewide central registrar
clearance check fees as well as increased tobacco registration fees for retailers. These
fees are expected to produce $7.8 million in revenue on an All Funds basis in the FY
2012 fiscal year.

OTHER ACTIONS
(General Fund: $270 million, All Funds: $316 million in FY 2012)

» Tax Enforcement Actions. The Enacted Budget contains actions that will improve tax
audit and compliance activities. These actions are expected to produce $205 million in
additional tax revenue on an All Funds basis in the FY 2012. Most ($200 million) of this
revenue will be generated by tax modernization initiatives.

» Other Revenue Actions. The Enacted Budget contains other non-tax revenue-related
actions, including providing a "free play allowance" to all tracks, and changing dormancy
periods for certain types of abandoned property among other actions. These five actions
are expected to produce $65 million in revenue on a General Fund basis and $111 million
on an All Funds basis in FY 2012.

» Technical Corrections and Extenders. The Enacted Budget contains extenders that
will maintain various provisions, including the pari-mutuel tax and major provisions of
the bank tax, and temporary GLB provisions and three technical corrections that will
amend previously enacted items. These nine actions preserve current revenue or tax
benefits.
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NEW OR INCREASED FEES

ENACTED BUDGET REVENUE ACTIONS/AGREEMENT
NEW OR INCREASED FEES

(millions of dollars)

2011-12 2012-13
General Fund All Funds General Fund All Funds
Statewide Central Registrar Clearance Checks Fee - 4.8 - 4.8
Tobacco Registration Fees for Retailers 3.0 3.0 5.0 5.0
TOTAL NEW OR INCREASED FEES 3.0 7.8 5.0 9.8

» Statewide Central Registrar Clearance Checks Fee. Increases the fee for individuals
who currently pay for SCR clearance checks from $5 to $25 to cover a portion of the
administrative costs of processing the clearances. In addition, the fee is imposed on
individuals who were previously exempt from the fee, with the exception of prospective
foster and adoptive parents, kinship guardians, and individuals age 18 and over in these
homes. In addition, operators of group family homes through OPWDD and OMH are also
exempt.

» Tobacco Registration Fee. Repeals the current graduated schedule of cigarette registration
fees and replaces it with a flat rate annual fee of $300 per retail location and $100 per
vending machine. The new fees will apply retroactively for registrations during calendar
years 2010 and 2011.

TAX ENFORCEMENT ACTIONS

TAX ENFORCEMENT ACTIONS
(millions of dollars)
2011-12 2012-13
General Fund All Funds General Fund All Funds
Offset Certain Tax Debts Against Lottery Winnings 5.0 5.0 10.0 10.0
Tax Modernization Initiatives 200.0 200.0 150.0 150.0
TOTAL TAX ENFORCEMENT ACTIONS 205.0 205.0 160.0 160.0

» Offset Certain Tax Debts Against Lottery Winnings. Requires winners’ tax obligations
to be withheld from Lottery individual prizes above $600.

» Tax Modernization Initiatives. This provision is expected to increase personal income
tax e-filing. Electronic filing improves data matching with existing IRS and other data
sources, resulting in increased State revenue through denied refunds and more accurate
final returns. In addition, the Tax Commissioner is provided discretion to require dedicated
bank accounts for sales tax deposits and more frequent filing from sales tax filers who have
a poor filing record.
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OTHER REVENUE ACTIONS

OTHER REVENUE ACTIONS
(millions of dollars)

2011-12 2012-13

General Fund All Funds General Fund All Funds
Provide "Free-Play Allowance" to All Tracks - 38.0 - 38.0
Increase the Number of 75 Percent Instant Games - 4.0 - 4.0
Increase Prize Payout Percentage on Multi-Jurisdictional Games - - - -
Multi-State Progressive Video Lottery Games - 4.0 - 5.0
Reduce Various Abandoned Property Dormancy Periods 65.0 65.0 80.0 80.0
TOTAL OTHER REVENUE ACTIONS 65.0 111.0 80.0 127.0

» Provide ""Free-Play Allowance” to Video Lottery Gaming Facilities. Facilities are

authorized to provide free game (“free-play") credits as a marketing tool to increase play at
the facility. This action allows Video Lottery Gaming facilities to offer free-play credits
that are excluded from net machine income. The amount of free-play allowance provided
to each facility is capped at 10 percent of the net machine income at that facility.

Number of 75 Percent Instant Games. Increases the number of instant games with a 75
percent prize pay-out from three to five new games per year.

Increase Prize Payout Percentage on Multi-Jurisdictional Games. New York currently
offers two multi-jurisdictional lottery games, Mega Millions and Powerball. If the prize-
payout on either of these games were to increase above their current 50 percent prize-pay,
New York would not have been able to participate due to the statutory limit prohibiting a
prize-payout in excess of 50 percent on multi- jurisdictional games. This action allows the
Lottery to have up to a 55 percent prize-payout on multi-jurisdictional games.

Multi-State Progressive Video Lottery Games. The Lottery offers progressive jackpots
(a cash prize that grows larger until won) for certain Video Lottery Games. Currently,
terminals in different New York State video lottery gaming facilities can be combined into
a progressive jackpot pool. This allows New York to combine with play in other states to
increase the progressive jackpots through larger pools.

Reduce Various Abandoned Property Dormancy Periods. Reduces the dormancy
periods on thirteen items that currently fall dormant at either five or six years, to three
years. These dormancy periods, which reflect the length of time a vendor (e.g. a bank) can
hold funds before they are deemed abandoned and turned over to the State. Dormancy
periods are reduced for demand deposit accounts, lost property, savings accounts, time
deposit accounts, and trust funds among others. Citizens are able to retrieve abandoned
funds through the Office of the State Comptroller.

53
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NEW OR EXPANDED TAX CREDITS

These tax credits have no fiscal impact in FY 2012 or FY 2013 due to either development
and tax filing lags or assumption in a previous Financial Plan.

» Reform Excelsior Jobs Program. Reforms and improves the job creating effectiveness of
the Excelsior economic development program.

» Create the Economic Transformation and Facility Redevelopment Program. Creates
various refundable tax credits and other tax benefits designed to mitigate the economic
consequences in communities where correctional and Office of Children and Family
Services facilities are being closed. Businesses must create and maintain at least five net
new jobs in the affected areas and meet a benefit-cost ratio of at least 10:1. Credits apply
for 1) wages related to the new jobs, 2) investments in the facilities and surrounding areas,
3) job training expenses, and 4) real property taxes for projects in the facilities and
surrounding areas. A refund of State sales tax also applies for tangible personal property
used in construction, and local governments would be authorized to provide property tax
exemptions.

» Expand the Low-Income Housing Tax Credit Program. Authorizes the Commissioner
of the Division of Housing and Community Renewal to allocate an additional $4 million in
aggregate credit awards to taxpayers that develop qualifying housing projects for low-
income New Yorkers. Credits are given in equal installments for a ten-year period. As
such, the total amount of credits that will be awarded from this new authorization will be
$32 million. This revenue loss was already assumed in previous Financial Plans.
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TECHNICAL CORRECTIONS AND EXTENDERS

These provisions have no fiscal impact because they are technical corrections or because their
extension was assumed in previous State Financial Plans.

>

Reform and Extend The Power For Jobs Program. The Power for Jobs program is
extended for two years, until June 30, 2012. Low cost power will be provided via an
exemption from the Section 186a excise tax but the State’s revenue loss will be offset by
payments from the New York Power Authority. The new "Recharge New York™ program
will take effect after the sunset of Power for Jobs.

Conform the Excess Lines and Independently Procured Insurance Tax to the Dodd-
Frank Wall Street Reform and Consumer Protection Act. Conforms New York's
taxation of excess lines and independently procured insurance by giving the "home state™
of the insured sole authority to regulate and collect taxes on these transactions. Generally,
the insured's home state is the state where it is headquartered, or in the case of an
individual, their principal place of residence.

Extend Tax Shelter Reporting Provisions. Extends for four years the current law
provisions allowing the Department of Taxation and Finance to require the reporting and
disclosure of Federal and New York reportable and listed transactions that may be
improper tax avoidance practices.

Make Permanent Major Provisions of the Bank Tax and Extend Temporary GLB
Provisions. Makes permanent bank tax reform provisions from 1985 and 1987 and
extends for two additional years provisions that were intended to temporarily address
regulatory changes from the Federal Gramm-Leach-Bliley Act.

Extend the Alternative Fuels Tax Exemption. Extends from September 1, 2011 to
September 1, 2012 the sales, petroleum business tax and motor fuel tax exemptions on e85,
CNG, or hydrogen when purchased for use in a motor vehicle engine. The twenty percent
exemption on purchases of B20 was also extended.
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» Extend Financial Services Investment Tax Credit. Extends for four additional years the
investment tax credit for certain broker-dealers for qualifying property that is used in the
ordinary course of business. This revenue loss was already assumed in previous Financial
Plans.

> Extend the Pari-Mutuel Tax. Extends lower Pari-Mutuel tax rates for one year.
Additionally, this also extends by one year the rules governing the simulcasting of out-of-
state races and the authorization for account wagering.

» Modernize Certain Fuel Definitions. Recent Federal and State Law changes would have
resulted in unintended tax increases absent these definitional changes. Federal Law
changes have made manufacturers, farmers and electric generators that purchase diesel fuel
ineligible for a long-held petroleum business tax exemption. In addition, Chapter 203 of
the laws of 2010 creates sulfur emissions standards, effective July 2012, that would have
made non-highway diesel fuel meet the previous definition of taxable diesel fuel.
Enforcement provisions for dyed diesel fuel tax evasion are conformed to those currently
applied to motor fuel by allowing for civil seizure of trucks carrying untaxed fuel.

» Simplify the Motor Vehicle Fees Distribution. Simplifies the distribution of motor

vehicle receipts by clarifying that all non-dedicated motor vehicle fee receipts include fines
and assessments.
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MULTI-YEAR FINANCIAL PLAN PROJECTIONS

INTRODUCTION

This section presents the State’s updated multi-year Financial Plan projections including the
impact of the FY 2012 Enacted Budget actions. The projections for School Aid and Medicaid
assume that spending will be held to targeted levels, as described earlier. State law requires the
Governor to submit, and the Legislature to enact, a balanced plan of receipts and disbursements
on a cash basis for the General Fund. However, over 40 percent of total State spending for
operating purposes is accounted for outside of the General Fund and is primarily concentrated in
the areas of health care, School Aid, higher education, transportation and mental hygiene. Thus,
the multi-year projections and growth rates are presented, where appropriate, on both a General
Fund and State Operating Funds basis.

In evaluating the State’s multi-year operating forecast, it should be noted that the reliability
of the estimates as a predictor of the State’s future financial position is likely to diminish as one
moves further from the current year and budget year estimates. Accordingly, in terms of the
outyear projections, FY 2013 is the most relevant from a planning perspective.

MULTI-YEAR PROJECTIONS

BUDGET GAPS

DOB estimates that the Enacted Budget provides for a balanced General Fund Financial Plan
in FY 2012 and leaves projected gaps that total approximately $2.4 billion in FY 2013, $2.8
billion in FY 2014, and $4.6 billion in FY 2015. The net operating deficits in State Operating
Funds are projected at $1.8 billion in FY 2013, $2.1 billion in FY 2014, and $3.8 billion in FY
2015.

The imbalances projected for the General Fund and State Operating Funds in future years are
similar because the General Fund is the financing source of last resort for many State programs.
Imbalances in other funds are typically financed by the General Fund.

RECEIPTS

Overall, State Fund tax receipts growth over the multi-year Financial Plan is expected to be
roughly 4.2 percent on average. The tax forecast reflects the sunset of the personal income tax
surcharge after tax year 2011, and an expected continuation of modest economic growth in the
New York State economy. See “Fiscal Year 2012 Receipts Forecast” herein for detailed
information.
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SPENDING

Over the multi-year Financial Plan, spending is expected to increase by an average rate of 4.3
percent in the General Fund and 3.7 percent in State Operating Funds. The spending projections
assure spending at the target growth rates for Medicaid and School Aid, and include a
preliminary estimate of the effect of national health care reform on State health care costs. The
growth in spending projections reflect an expected return to a lower Federal matching rate for
Medicaid expenditures after June 30, 2011, which will increase the share of Medicaid costs that
must be financed by State resources, and the expected loss of temporary Federal aid for
education.

Medicaid, education, pension costs, employee and retiree health benefits, social services
programs and debt service are significant drivers of spending growth over the Plan period.
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GENERAL FUND PROJECTIONS

MULTI-YEAR GENERAL FUND PROJECTIONS
(millions of dollars)

2010-11 2011-12 2012-13 2013-14 2014-15
Receipts
Taxes (After Debt Service) 49,529 53,137 53,893 56,705 58,201
Miscellaneous Receipts/Federal Grants 3,149 3,158 2,977 2,556 2,126
Other Transfers 1,769 998 772 615 610
Total Receipts 54,447 57,293 57,642 59,876 60,937
Disbursements
Local Assistance Grants 37,206 38,888 40,115 41,996 43,734
School Aid 16,645 16,802 17,197 18,030 18,876
Other Education Aid 1,459 1,732 1,904 1,993 2,060
Higher Education 2,448 2,578 2,715 2,804 2,891
Medicaid (incl. administration) 7,478 10,236 10,456 11,009 11,458
Public Health/Aging 765 852 891 881 886
Mental Hygiene 2,239 1,881 1,978 2,161 2,280
Social Services 2,859 3,117 3,441 3,721 3,885
Local Government Assistance 776 767 797 787 787
All Other* 2,537 923 736 610 611
State Operations 7.973 7.356 7,951 7,915 8,210
Personal Service 6,151 5,560 5,773 5,879 6,047
Non-Personal Service 1,822 1,796 2,178 2,036 2,163
General State Charges 4,187 4,668 5,126 5,499 5,660
Pensions 1,470 1,670 1,857 2,113 2,411
Health Insurance (Active Employees) 1,834 2,144 2,367 2,575 2,592
Health Insurance (Retired Employees) 1,221 1,285 1,418 1,543 1,553
All Other (338) (431) (516) (732) (896)
Transfers to Other Funds 6,007 6,020 6,738 7,160 7,796
State Share Medicaid 2,497 3,032 3,119 3,082 3,082
Debt Service 1,737 1,449 1,712 1,658 1,566
Capital Projects 932 800 1,168 1,361 1,456
SUNY- Hospital Medicaid 207 200 200 200 200
Judiciary Funds 131 119 119 121 123
Banking Services 74 55 55 55 55
Financial Management System 5 42 55 55 55
Indigent Legal Services 45 40 40 40 40
Mental Hygiene 0 0 0 317 869
All Other 379 283 270 271 350
Total Disbursements 55,373 56,932 59,930 62,570 65,400
Change in Reserves (926) 361 91 142 142
Prior-Year Labor Agreements (2007-11) 0 346 142 142 142
Community Projects Fund 40 (85) (51)
Rainy Day Fund 0 100
Reserved for Deferred Payments (906)
Reserved for Debt Management (60)
Budget Surplus/(Gap) Before Actions 0 0 (2,379) (2,836) (4,605)
1 All other includes school aid deferral and local aid spending in a number of other programs, including parks and
the environment, economic development, and public safety.
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STATE OPERATING FUNDS PROJECTIONS

State Operating Funds includes the General Fund, Debt Service Funds and State Special
Revenue Funds (the latter which includes a significant amount of spending in the areas of health
care, lottery support for School Aid, higher education, transportation and mental hygiene). The
multi-year disbursement projections take into account agency staffing levels, program caseloads,
formulas contained in State and Federal law, inflation and other factors. The factors that affect
spending estimates vary by program. For example, welfare spending is based primarily on
anticipated caseloads that are estimated by analyzing historical trends and projected economic
conditions.  Projections account for the timing of payments, since not all of the amounts
appropriated in the Budget are disbursed in the same fiscal year. Consistent with past years, the
aggregate spending projections (i.e., the sum of all projected spending by individual agencies) in
special revenue funds have been adjusted downward in all fiscal years based on typical spending
patterns and the observed variance between estimated and actual results over time.

The following table presents the multi-year projections and growth rates for State Operating
Funds, as well as a reconciliation to the General Fund budget gaps. It is followed by a summary
of the forecasts for each of the State’s major programs and activities and certain assumptions
used in preparing the spending projections.

60
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(millions of dollars)

2010-11 2011-12 2012-13 2013-14 2014-15

Receipts:

Taxes 59,532 63,615 64,901 68,139 70,093
Personal Income Tax 36,209 39,059 39,210 41,440 43,189
User Taxes and Fees 13,608 14,059 14,510 14,976 15,464
Business Taxes 6,657 7,544 8,024 8,338 7,828
Other Taxes 3,058 2,953 3,157 3,385 3,612

Miscellaneous Receipts/Federal Grants 19,260 19,399 20,126 20,135 19,982

Total Receipts 78,792 83,014 85,027 88,274 90,075

Disbursements:

Local Assistance Grants 55,295 57,761 59,893 62,387 64,750
School Aid 19,788 19,686 20,250 21,151 22,018
STAR 3,234 3,293 3,322 3,510 3,693
Other Education Aid 1,474 1,744 1,912 2,000 2,067
Higher Education 2,470 2,594 2,715 2,804 2,891
Medicaid (DOH incl. administration) 11,915 15,280 15,894 16,531 17,192
Public Health/Aging 2,015 2,121 2,139 2,174 2,216
Mental Hygiene 3,578 3,601 3,853 4,169 4,370
Social Services 2,869 3,129 3,452 3,722 3,886
Transportation 4,254 4,236 4,325 4,405 4,495
Local Government Assistance 776 767 797 787 787
All Other * 2,922 1,310 1,234 1,134 1,135

State Operations 17,387 16,728 17,545 17,708 18194
Personal Service 12,422 11,677 11,971 12,174 12,468
Non-Personal Service 4,965 5,051 5574 5,534 5726

General State Charges 6,102 6,530 7,125 7,644 7,990
Pensions 1,470 1,670 1,857 2,113 2,411
Health Insurance (Active Employees) 1,834 2,144 2,367 2,575 2,592
Health Insurance (Retired Employees) 1,221 1,285 1,418 1,543 1,553
All Other 1,577 1,431 1,483 1,413 1,434

Debt Service 5,615 5,855 6,332 6,498 6,551

Capital Projects 18 5 5 5 5

Total Disbursements 84,417 86,879 90,900 94,242 97,490

Net Other Financing Sources/(Uses) 4,784 4,431 4,091 3,892 3,581

Net Operating Surplus/(Deficit) (841) 566 (1,782) (2,076) (3.834)

Reconciliation to General Fund Gap:

Designated Fund Balances 841 (566) (597) (760) (771)
General Fund 926 (361) (91) (142) (142)
Special Revenue Funds 42) (85) (404) (512) (483)
Debt Service Funds (43) (120) (102) (106) (146)
General Fund Budget Gap 0 0 (2,379) (2,836) (4,605)
! All other includes school aid deferral and local aid spending in a number of other programs, including parks and the
environment, economic development, and public safety.
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LOCAL ASSISTANCE GRANTS

Local Assistance spending includes payments to local governments, school districts, health
care providers, and other entities, as well as financial assistance to, or on behalf of, individuals,
families and not-for-profit organizations. State-funded local assistance spending is estimated at
$57.8 billion in FY 2012 and accounts for over 65 percent of total State Operating Funds
spending. Education and health care spending account for three-quarters of local assistance
spending.

Selected assumptions used in preparing the spending projections for the State’s major
programs and activities are summarized in the following table.

FORECAST FOR SELECTED PROGRAM MEASURES AFFECTING OPERATING ACTIVITIES

Results Forecast
2010-11 2011-12 2012-13 2013-14 2014-15
Medicaid
Medicaid Coverage 4,437,840 4,667,275 4,939,712 5,238,126 5,558,859
Family Health Plus Coverage 400,534 412,958 428,096 443,235 458,374
Child Health Plus Coverage 402,892 420,892 438,892 456,892 474,892
State Takeover of County/NYC Costs ($ millions) $1,839 $2,386 $2,930 $3,513 $4,186
- Family Health Plus $403 $441 $481 $525 $573
- Medicaid $1,436 $1,945 $2,449 $2,988 $3,613
Education
School Aid (School Year) ($000) $20,924 $19,641 $20,446 $21,386 $22,220
Personal Income Growth Index N/A N/A 4.1% 4.6% 3.9%
Higher Education
Public Higher Education Enrollment (FTEs) 574,350 585,837 585,837 591,695 597,612
Tuition Assistance Program Recipients 325,870 329,177 332,011 331,659 331,659
Welfare
Family Assistance Caseload 374,338 368,666 364,255 360,860 357,728
Single Adult/No Children Caseload 164,832 163,057 160,692 158,866 157,438
Mental Hygiene
Total: Mental Hygiene Community Beds 86,017 91,361 95,064 96,959 97,837
- OMH Community Beds 34,832 39,399 42,235 43,251 43,371
- OPWDD Community Beds 38,408 39,101 39,857 40,640 41,313
- OASAS Community Beds 12,777 12,861 12,972 13,068 13,153
Prison Population (Corrections) 56,144 56,300 56,300 56,300 56,300
! Does not reflect 2010-11 results.
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EDUCATION

ScHooL AID

School Aid helps support elementary and secondary education for New York pupils enrolled
in 676 major school districts throughout the State. State funding is provided to districts based on
statutory aid formulas and through reimbursement of categorical expenses. This funding for
schools assists districts in meeting locally defined needs, supports the construction of school
facilities, and finances school transportation for nearly three million students statewide.

School Year (July 1 — June 30)

The FY 2012 Enacted Budget provides $19.6 billion in School Aid for the FY 2012 school
year, which results in an annual State aid reduction of nearly $1.3 billion, or 6.1 percent. Total
school spending is primarily financed through a combination of State and local funding and thus,
the reduction in State aid represents 2.4 percent of total general fund operating expenditures
projected to be made by school districts statewide in the current (FY 2011) school year. Without
consideration of Federal Education Jobs Fund allocations made available to school districts in
FY 2011, the year-to-year reduction in School Aid is $675 million or 3.3 percent. This amount
represents 1.3 percent of total expenditures by school districts.

The Enacted Budget also includes a two-year appropriation and makes statutory changes to
limit future School Aid increases to the rate of growth in New York state personal income. This
allowable growth includes spending for new competitive grant programs to reward school
districts that demonstrate significant student performance improvements or that undertake long-
term structural changes to reduce costs and improve efficiency. Allowable growth also includes
increases in expense-based aid programs (e.g., Building Aid, Transportation Aid) under existing
statutory provisions. Any remaining amount of allowable growth can be allocated pursuant to a
chapter of law for purposes including, but not limited to, additional spending for competitive
grants, increases in Foundation Aid or restoration of the Gap Elimination Adjustment.

Under this growth cap, School Aid is projected to increase by an additional $805 million in
FY 2013, and $940 million in FY 2014. School Aid is projected to reach an annual total of
nearly $22.2 billion in FY 2015.

FOUR YEAR SCHOOL AID PROJECTION - SCHOOL YEAR BASIS
(millions of dollars)

Annual $ Annual $ Annual $ Annual $

2010-11 2011-12 Change 2012-13 Change 2013-14 Change  2014-15 Change

Total School Aid $20,924  $19,641 ($1,283)  $20,446 $805 $21,386 $940  $22,220 $834
Percent Change -6.1% 4.1% 4.6% 3.9%
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State Fiscal Year

The State finances School Aid from General Fund revenues and from Lottery Fund receipts,
including VLTs, which are accounted for and disbursed from a dedicated revenue account.
Because the State fiscal year begins on April 1, the State typically pays approximately 70 percent
of the annual school year commitment during the State fiscal year in which it is enacted, and
pays the remaining 30 percent in the first three months of the following State fiscal year.

The table below summarizes the multi-year projected funding levels for School Aid on a
State fiscal year basis. The total for FY 2011 is restated to exclude a $2.0 billion aid payment
that was deferred from FY 2010.

SCHOOL AID - FISCAL YEAR BASIS (ADJUSTED)
STATE OPERATING FUNDS
(millions of dollars)

Annual % Annual % Annual % Annual %
2010-11 2011-12 _ Change 503533 _Change p33.34 _ Change  3034.35 _ Change

Total State Funds 19,788 19,686 -1% 20,250 3% 21,151 4% 22,018 4%
General Fund Local Assistance * 16,645 16,802 1% 17,197 2% 18,029 5% 18,876 5%
Core Lottery Aid 2,108 2,200 4% 2,217 1% 2,224 0% 2,234 0%
VLT Lottery Aid 912 684 -25% 836 22% 898 7% 908 1%
General Fund Lottery Aid Guarantee 123 0 -100% 0 0% 0 0% 0 0%

! General Fund spending in 2010-11 is adjusted to exclude a $2.06B school aid payment deferred from 2009-10.

State spending for School Aid is projected to total $19.7 billion in FY 2012. In future years,
receipts available to finance School Aid from lottery sales are expected to increase nominally.
Increasing receipts from VLTs in FY 2013 and FY 2014 reflect the anticipated opening of a VLT
facility at Aqueduct Racetrack by October 2011. In addition to State aid, school districts receive
billions of dollars in Federal categorical aid.
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ScHooL TAX RELIEF PROGRAM

The STAR program provides school tax relief to taxpayers. The three components of STAR
and their approximate shares in FY 2012 are: the basic school property tax exemption for
homeowners with income under $500,000 (59 percent), the enhanced school property tax
exemption for senior citizen homeowners with income under $79,050 (24 percent), and a flat
refundable credit and rate reduction for New York City resident personal-income taxpayers (17
percent).

STAR
STATE OPERATING FUNDS SPENDING PROJECTIONS
(millions of dollars)

Annual % Annual % Annual % Annual %

2010-11 2011-12 _ Change  2012.13 Change 2013-14 Change 2014-15 Change
STAR 3,234 3,293 2% 3,322 1% 3,510 6% 3,693 5%
Basic Exemption 1,875 1,933 3% 1,937 0% 2,046 6% 2,162 6%
Enhanced (Seniors) 760 790 4% 792 0% 836 6% 883 6%
New York City PIT 599 570 5% 593 4% 628 6% 648 3%

The STAR program exempts the first $30,000 of every eligible homeowner’s property value
from the local school tax levy. Lower-income senior citizens receive a $60,100 exemption.
Spending for the STAR property tax exemption reflects reimbursements made to school districts
to offset the reduction in property tax revenues.

The Enacted Budget Financial Plan limits the overall annual increase in a qualifying
homeowner’s STAR exemption benefit to 2 percent. The multi-year Financial Plan also reflects
annual savings from the implementation of an income limitation on STAR benefits, which
excludes homeowners who earn more than $500,000 a year from receiving the STAR property
tax exemption, and reduces the benefit for New York City personal income taxpayers with
annual income over $500,000.
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OTHER EDUCATION AID

In addition to School Aid, the State provides funding and support for various other
education-related initiatives. These include: special education services; prekindergarten through
grade 12 education programs; cultural education; higher and professional education programs;
and adult career and continuing education services.

Major programs under the Office of Prekindergarten through Grade 12 Education address
specialized student needs or reimburse school districts for education-related services, including
the school breakfast and lunch programs, non-public school aid, and various special education
programs. In special education, New York provides a full spectrum of services to over 400,000
students from ages 3 to 21. Higher and professional education programs monitor the quality and
availability of postsecondary education programs and regulate the licensing and oversight of 48
professions.

EDUCATION
STATE OPERATING FUNDS SPENDING PROJECTIONS

(millions of dollars)

Annual % Annual % Annual % Annual %

201011 201312 _Change 201233 _ Change 01314 _ Change ~_2014.15 _ Change

Special Education 924 1,197 30% 1,373 15% 1,456 6% 1,529 5%
Pre-School Special Education 939 870 -7% 922 6% 978 6% 1,036 6%
ARRA Fiscal Stabilization 327) 0 -100% 0 0% 0 0% 0 0%
Summer School Programs 208 292 40% 322 10% 343 7% 352 3%
Blind and Deaf 104 35 -66% 129 269% 135 5% 141 4%
All Other Education 550 547 -1% 539 -1% 544 1% 538 -1%
Higher Education Programs 100 86 -14% 86 0% 86 0% 86 0%
Non-Public School Aid 112 107 -4% 104 -3% 104 0% 104 0%
Cultural Education Programs 92 93 1% 93 0% 93 0% 93 0%
Vocational Rehabilitation 91 82 -10% 82 0% 82 0% 82 0%
School Nutrition 35 36 3% 37 3% 37 0% 38 3%
Other Education Programs 120 143 19% 137 -4% 142 4% 135 -5%

Spending for special education is expected to increase as program costs and enrollment rise.
Other education spending is affected by the phase-out of Federal ARRA Stabilization Funds. In
FY 2012, school districts will finance the costs associated with schools for the blind and deaf in
the first instance and will be reimbursed by the State in the first quarter of the FY 2013 State
fiscal year, which drives a significant annual increase in FY 2013 spending.
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HIGHER EDUCATION

Local assistance for higher education spending includes funding for CUNY, SUNY and
HESC. The State provides assistance for CUNY’s senior college operations, and works in
conjunction with the City of New York to support CUNY’s community colleges. The CUNY
system is the largest urban public university system in the nation. Funding for SUNY supports
30 community colleges across multiple campuses.

The State also provides a sizeable benefit to SUNY and CUNY through the debt service it
pays on bond-financed capital projects at the universities. This is not reflected in the annual
spending totals for the universities. State debt service payments for higher education are
expected to total over $1 billion in FY 2012.

HESC administers the TAP program that provides awards to income-eligible students, and
the New York Higher Education Loan Program. It also provides centralized processing for other
student financial aid programs, and offers prospective students information and guidance on how
to finance a college education. The financial aid programs that the Corporation administers are
funded by the State and the Federal government.

HIGHER EDUCATION
STATE OPERATING FUNDS LOCAL ASSISTANCE SPENDING PROJECTIONS

(millions of dollars)

6%
0%
0%
7%
0%

0%
0%
0%
0%
0%
0%

0%
0%
0%
0%
0%
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Annual % Annual % Annual % Annual %
2010-11  2011-12 Change 2012-13 Change 2013-14 Change 2014-15 Change
City University: 1,183 1,205 2% 1,299 8% 1,389 7% 1,477
Community College Aid 187 178 -5% 179 1% 179 0% 179
ARRA Fiscal Stabilization 32) 0 -100% 0 0% 0 0% 0
Operating Aid to NYC (Senior Colleges)* 1,028 1,025 0% 1,118 9% 1,208 8% 1,296
Community Projects 0 2 0% 2 0% 2 0% 2
Higher Education Services: 814 906 11% 967 7% 966 0% 965
Tuition Assistance Program 801 831 4% 911 10% 910 0% 909
ARRA Fiscal Stabilization (50) 0 -100% 0 0% 0 0% 0
Aid for Part Time Study 11 12 9% 12 0% 12 0% 12
Scholarships/Awards 29 47 62% 44 -6% 44 0% 44
Other 23 16 -30% 0 -100% 0 0% 0
State University: 473 483 2% 449 -7% 449 0% 449
Community College Aid 451 441 -2% 439 0% 439 0% 439
ARRA Fiscal Stabilization (83) 0 -100% 0 0% 0 0% 0
Hospital Subsidy’ 96 32 -67% 0 -100% 0 0% 0
Other 9 10 11% 10 0% 10 0% 10
!State support for SUNY 4-year institutions is funded through State operations rather than local assistance.
zBeqinninq in academic year 2011-12, the SUNY hospital subsidy will be funded as a transfer from General Fund State operations rather than local assistance.




MULTI-YEAR FINANCIAL PLAN PROJECTIONS

Growth in spending for higher education over the plan period largely reflects aid to New
York City for reimbursement of CUNY senior college operating expenses associated with the
rising contribution rates for fringe benefits. Spending growth for tuition assistance reflects the
impact of upward trends in student enrollment at institutions of higher education.

HEALTH CARE

Local assistance for health care-related spending includes Medicaid, statewide public health
programs and a variety of mental hygiene programs. The DOH works with the local health
departments and social services departments, including New York City, to coordinate and
administer statewide health insurance programs and activities. The majority of government-
financed health care programs are included under DOH, but many programs are supported
through multi-agency efforts. The Medicaid program finances inpatient hospital care, outpatient
hospital services, clinics, nursing homes, managed care, prescription drugs, home care, FHP, and
services provided in a variety of community-based settings (including mental health, substance
abuse treatment, developmental disabilities services, school-based services and foster care
services). The State share of Medicaid spending is budgeted and expended principally through
DOH, but State share Medicaid spending also appears in the mental hygiene agencies, child
welfare programs, and School Aid. Medicaid spending is reported separately in the Financial
Plan tables for each of the agencies.

In addition, health care-related spending appears in State Operations and General State
Charges for purposes such as health insurance premiums for State employees and retirees,
services delivered to inmates, and services provided in State-operated facilities.

MEDICAID

Medicaid is a means-tested program that finances health care services for low-income
individuals and long-term care services for the elderly and disabled, primarily through payments
to health care providers. The Medicaid program is financed jointly by the State, the Federal
government, and local governments (including New York City). New York’s Medicaid spending
is projected to total approximately $52.6 billion in FY 2012, including the local contribution.®

® The local contribution to the Medicaid program is not included in the State’s Financial Plan. Since January 2006, the State has
paid the entire non-Federal share of the FHP program and any annual Medicaid increases above a fixed level for counties. In
accordance with these statutory indexing provisions, 2011 Medicaid payments by local governments will be held to
approximately 3.0 percent over 2010 levels. County and New York City savings from these two local fiscal relief initiatives are
expected to total approximately $2.4 billion during the FY 2012 State fiscal year, an annual increase in local savings of $547
million over FY 2011 levels.
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TOTAL STATE-SHARE MEDICAID DISBURSEMENTS *
(millions of dollars)

2010-11 2011-12  2012-13 2013-14  2014-15
Department of Health 11,915 15,280 15,894 16,531 17,192
State Share Without FMAP 15,863 15,633 15,640 16,531 17,192
Enhanced FMAP (3,948) (353) 254 0 0
Mental Hygiene 5,677 5,752 5,979 6,297 6,568
Education 29 0 0 0 0
Foster Care 69 111 121 132 138
State Operations - Contractual Expenses’ 23 46 46 46 46
State Share Total 17,713 21,189 22,040 23,006 23,944
Annual $ Change - Total State Share 3,476 851 966 938
Annual % Change - Total State Share 19.6% 4.0% 4.4% 4.1%
Annual $ Change - DOH Only 3,365 614 637 661
Annual % Change - DOH Only 28.2% 4.0% 4.0% 4.0%
" To conform the Financial Plan classification of State Operating Funds spending to the
classification followed by the State Comptroller, approximately $3 billion in Medicaid spending
supported by a transfer from Federal Funds to the State Mental Hygiene Patient Income Account
is now classified as State spending.
% Includes operational costs that support contracts related to the management of the Medicaid
program and various activities to ensure appropriate utilization.

The Financial Plan projections assume that spending growth is limited to 4 percent annually
for DOH State Medicaid spending beginning annually in State FY 2013. This reflects the
targeted growth rate for Medicaid proposed in the Enacted Budget, which is the ten-year average
change in the medical component of the Consumer Price Index. Statutory changes adopted with
the budget grant the Executive authority to hold Medicaid spending to this rate. This authority
expires after two years; however, the cap remains in place and the Financial Plan assumes that
statutory authority will be extended in subsequent years.

DOH Medicaid growth over the plan period is affected by estimates of increasing Medicaid
enrollment, rising costs of provider health care services (particularly in managed care), and
higher levels of utilization, as well as the expiration of enhanced levels of Federal aid®. The
number of Medicaid recipients, including FHP, is expected to exceed 6.0 million at the end of
FY 2015, an increase of 24.4 percent from the FY 2011 caseload of 4.8 million. The expiration
of the enhanced FMAP is expected to result in an increase of State-share spending of over $600
million from FY 2012 to FY 2013, primarily due to the reconciliation of costs between the State
and counties related to the Medicaid cap.

® In August 2010, the U.S. Congress approved a six-month extension of the enhanced FMAP benefit through June
30, 2011. Under enhanced FMAP (which now covers the period from October 2008 through June 30, 2011), the
base Federal match rate increases from 50 percent to approximately 57 percent during the period April-June 2011,
which results in a concomitant decrease in the State and local share.
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The table below summarizes the benefit of enhanced FMAP since it began in 2008-09.

DOH MEDICAID SPENDING - STATE OPERATING FUNDS WITH AND WITHOUT FMAP IMPACT *

TOTAL DISBURSEMENTS
(millions of dollars)

2008-09 2009-10 2010-11 2011-12 2012-13
DOH Medicaid - Without FMAP 12,668 14,523 15,887 15,680 15,686
Enhanced FMAP (1,092) (3,041) (3,948) (353) 254
DOH Medicaid - With FMAP 11,576 11,482 11,939 15,327 15,940

! Additional Federal aid from enhanced FMAP in mental hygiene agencies brings the total cumulative State
benefit to $9.6 billion.

The State share of DOH Medicaid spending is funded from the General Fund, HCRA,
provider assessment revenue, and indigent care revenue. The chart below provides information
on the financing sources for State Medicaid spending.

MAJOR SOURCES OF ANNUAL CHANGE IN MEDICAID (DOH ONLY) -- LOCAL ASSISTANCE

(millions of dollars)

Annual $ Annual % Annual % Annual %
_2011-12  _ 201213 _ Change Change 2013-14 Change 2014-15 Change
State Operating Funds (Before FMAP) * 15,633 15,640 7 0.0% 16,531 5.7% 17,192 4.0%
Enhanced FMAP -- State Share > (353) 254 607 -172.0% 0 -100.0% 0 0.0%
State Operating Funds (After FMAP) 15,280 15,894 614 4.0% 16,531 4.0% 17,192 4.0%
Other State Funds Support (5,044) (5,438) (394) 7.8% (5,522) 1.5% (5,734) 3.8%
HCRA Financing (3,383) (3,815) (432) 12.8% (3,907) 2.4% (4,119) 5.4%
Provider Assessment Revenue (869) (831) 38 -4.4% (823) -1.0% (823) 0.0%
Indigent Care Revenue (792) (792) 0 0.0% (792) 0.0% (792) 0.0%
Total General Fund 10,236 10,456 220 2.1% 11,009 5.3% 11,458 4.1%
! Does not include Medicaid spending in other State agencies, DOH State operations spending, or the local government share of total Medicaid
program spending.
2 Excludes benefits in other State agencies. Costs in 2012-13 reflect the reconciliation of the local share benefit for 2011-12 that will occur in 2012-13.
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PuBLIC HEALTH/AGING PROGRAMS

Public Health includes the EPIC Program that provides prescription drug insurance to low-
income seniors, the CHP program that finances health insurance coverage for children of low-
income families up to the age of 19, the GPHW program that reimburses local health
departments for the cost of providing certain public health services, the EI Program that pays for
services to infants and toddlers under the age of three with disabilities or developmental delays,
and other HCRA and State-supported programs.

SOFA promotes and administers programs and services for New Yorkers 60 years of age and
older. The Office primarily oversees community-based services, including but not limited to in-
home services and nutrition assistance, provided through a network of county Area Aging
Agencies and local providers.

Many public health programs, such as the EI and GPHW programs, are run by county health
departments and reimbursed by the State for a share of program costs. The State spending
projections do not include the county share of public health funding. In addition, a significant
portion of HCRA spending is included under the public health budget. For more information on
HCRA projections, see the section entitled “HCRA Financial Plan” below.

PUBLIC HEALTH
STATE OPERATING FUNDS SPENDING PROJECTIONS

(millions of dollars)

Annual % Annual % Annual % Annual %

2010-11 201112 _ Change _ 2012-13 _ Change = _ 2013-14 _ Change _2014-15 _ Change

Public Health 1,808 2,011 6% 2,027 1% 2,062 2% 2,104 2%
General Public Health Works 201 319 59% 322 1% 308 4% 308 0%
Early Intervention 230 167 -27% 165 -1% 169 2% 173 2%
Child Health Plus 341 325 5% 346 6% 371 7% 397 7%
EPIC 322 232 -28% 166 -28% 174 5% 182 5%
HCRA Program Account 304 498 64% 473 5% 486 3% 488 0%
All Other 500 470 6% 555 18% 554 0% 556 0%
Aging 117 110 6% 112 2% 112 0% 112 0%

Year-to-year growth in the GPHW program reflects lower spending in FY 2011 due to delays
in planned payments instituted by the DOH that are not expected to continue. A projected
increase in enrollment in the CHP program and inflationary costs are expected to drive growth in
the outyears of the plan.

EPIC spending is projected to decline through FY 2013, resulting from budgetary actions to
provide EPIC coverage to Medicare Part D enrollees only when they are in the coverage gap.
After FY 2013 spending is projected to increase slightly as a reflection of the rising costs of
prescription medication.
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HCRA FINANCIAL PLAN

HCRA was established in 1996 to help finance a portion of State health care activities in
various areas of the budget: Medicaid, Public Health, Office for the Aging, and the Insurance
Department. Extensions and modifications to HCRA have financed new health care programs,
including FHP, and provided additional funding for the expansion of existing programs such as
CHP. HCRA has also provided additional financing for the health care industry, including
investments in worker recruitment and retention, and the HEAL NY capital program. The FY
2012 Enacted Budget extends the HCRA authorization three years to March 31, 2014.

HCRA receipts include surcharges and assessments on hospital revenues, a “covered lives”
assessment paid by insurance carriers, a portion of cigarette tax revenues, and other revenues
dedicated by statute, as well as potential future proceeds from insurance company conversions.

HCRA spending partially finances Medicaid, EPIC, CHP, and FHP, and Indigent Care
payments, which provide funds to hospitals that serve a disproportionate share of individuals
without health insurance; as well as funds Workforce Recruitment and Retention grants and rate
adjustments to health facilities; physician excess medical malpractice; and, HEAL NY funds for
capital improvement to health care facilities.

HCRA FINANCIAL PLAN 2010-11 THROUGH 2014-15
(millions of dollars)

2010-11 2011-12 2012-13 2013-14 2014-15

Results Enacted Projected Projected Projected

Opening Balance 26 159 0 0 0
Total Receipts 5,286 5,482 6,086 6,220 6,317
Surcharges 2,743 2,810 3,089 3,173 3,266
Covered Lives Assessment 1,021 1,050 1,045 1,045 1,045
Cigarette Tax Revenue 1,136 1,194 1,254 1,232 1,210
Conversion Proceeds 0 0 250 300 300
Hospital Assessment (1 percent) 317 373 394 417 444
NYC Cigarette Tax Transfer/Other 69 55 54 53 52
Total Disbursements 5,153 5,641 6,086 6,220 6,317
Medicaid Assistance Account 2.843 3.390 3.822 3914 4127
Medicaid Costs 1,600 2,091 2,500 2,593 2,805
Family Health Plus 597 635 657 657 657
Workforce Recruitment & Retention 196 197 197 197 197

All Other 450 467 468 467 468
HCRA Program Account 326 522 496 509 511
Hospital Indigent Care 871 792 792 792 792
Elderly Pharmaceutical Insurance Coverage 195 165 166 174 182
Child Health Plus 348 332 354 379 405
Public Health Programs 111 120 120 120 120
All Other 459 320 336 332 180
Annual Operating Surplus/(Deficit) 133 (159) 0 0 1]
Closing Balance 159 0 0 0 0
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HCRA is expected to remain in balance over the multi-year projection period. Under the
current HCRA appropriation structure, spending reductions will occur if resources are
insufficient to meet spending levels. These spending reductions could potentially affect core
HCRA programs. The reauthorizations of HCRA in prior years maintained HCRA’s balance
without the need for automatic spending reductions.

Given the close relationship between the General Fund and HCRA, any balances in HCRA
are typically eliminated by adjusting the level of Medicaid expenditures that HCRA finances.
This reduces costs that otherwise would have been paid for by the General Fund. Conversely,
any shortfall in HCRA is expected to be financed by the General Fund.

MENTAL HYGIENE

The Department of Mental Hygiene is comprised of four independent agencies, OMH,
OPWDD, OASAS, and DDPC as well as one oversight agency, the CQCAPD. Services are
administered to adults with serious and persistent mental illness; children with serious emotional
disturbances; individuals with developmental disabilities, and their families; and persons with
chemical dependence. These agencies provide services directly to their patients through State-
operated facilities and indirectly through community service providers. The cost of providing
services and agency operations are funded by reimbursement from Medicaid, Medicare, third-
party insurance, and State funding. Patient care revenues are pledged first to the payment of debt
service on outstanding mental hygiene bonds, with the remaining revenue deposited to the PIA,
which supports State costs of providing services.

MENTAL HYGIENE
STATE OPERATING FUNDS SPENDING PROJECTIONS

(millions of dollars)

Annual % Annual % Annual % Annual %
2010-11 201112 _ Change 201213 Change 2013-14 Change 2014-15 Change

Office for People with Devel. Disabilities: 2,176 2,158 -1% 2,271 5% 2,467 9% 2,577 4%
Residential Services 1,537 1,496 -3% 1,578 5% 1,717 9% 1,797 5%
Day Programs 555 581 5% 607 4% 655 8% 681 4%
Clinic 22 22 0% 23 5% 25 9% 27 8%
Other 62 59 -5% 63 7% 70 11% 72 3%
CQCAPD 1 1 0% 1 0% 1 0% 1 0%
Mental Health: 1,106 1,126 2% 1,247 11% 1,350 8% 1,441 7%
Adult Local Services 885 901 2% 998 11% 1,080 8% 1,153 7%
OMH Children Local Services 221 225 2% 249 11% 270 8% 288 7%
Alcohol and Substance Abuse: 295 316 7% 334 6% 351 5% 351 0%
Prevention 37 40 8% 42 5% 44 5% 44 0%
Program Support 9 10 11% 10 0% 11 10% 11 0%
Residential 96 103 7% 109 6% 114 5% 114 0%
Outpatient/Methadone 142 152 7% 161 6% 169 5% 169 0%
Crisis 11 11 0% 12 9% 13 8% 13 0%

Local assistance spending in mental hygiene accounts for approximately half of total mental
hygiene State spending and is projected to grow by an average rate of 5.2 percent over the plan.
This growth is attributable to increases in the projected State share of Medicaid costs and
projected expansion of the various mental hygiene service systems, including: increases
primarily associated with the OPWDD NYS-CARES program; the New York/New York Ill
Supportive Housing agreement and community beds that are currently under development in the
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OMH pipeline, as well as funds for additional supported housing beds and associated support
services for individuals leaving certain New York city adult homes, pursuant to a Federal district
court order; and several chemical dependence treatment and prevention initiatives in OASAS.

SOCIAL SERVICES

OTDA local assistance programs provide cash benefits and supportive services to low-
income families. The State’s three main programs include Family Assistance, Safety Net
Assistance and SSI. The Family Assistance program, which is financed by the Federal
government, provides time-limited cash assistance to eligible families. The Safety Net
Assistance program, financed by the State and local districts, provides cash assistance for single
adults, childless couples, and families that have exhausted their five-year limit on Family
Assistance imposed by Federal law. The State SSI Supplementation program provides a
supplement to the Federal SSI benefit for the elderly, visually handicapped, and disabled.

TEMPORARY AND DISABILITY ASSISTANCE
STATE OPERATING FUNDS SPENDING PROJECTIONS

(millions of dollars)

Annual % Annual % Annual % Annual %

2010-11 201112 _ Change 2012-13 Change 2013-14 Change 2014-15 Change
Temporary and Disability Assistance 1,202 1,412 17% 1,549 10% 1,599 3% 1,612 1%
Public Assistance Benefits 309 485 57% 622 28% 658 6% 658 0%
SSI 722 740 2% 753 2% 766 2% 779 2%
Welfare Initiatives 13 23 77% 7 -70% 7 0% 7 0%
All Other 158 164 4% 167 2% 168 1% 168 0%

The State share of OTDA spending is expected to grow primarily due to the loss of Federal
TANF Contingency Funds, resulting in costs reverting back to state funding. The average public
assistance caseload is projected to total 531,723 recipients in FY 2012, a decrease of 1.4 percent
from FY 2011 levels. Approximately 252,353 families are expected to receive benefits through
the Family Assistance program, a decrease of 1.3 percent from the current year. In the Safety
Net program, an average of 116,313 families are expected to be helped in FY 2012, a decrease of
2.1 percent. The caseload for single adults/childless couples supported through the Safety Net
program is projected at 163,057, a decrease of 1.1 percent. Despite the decreases in projected
caseload, the State share of public assistance benefits increases in FY 2012 due to the loss of
Federal funding described above.

OCFS provides funding for foster care, adoption, child protective services, preventive
services, delinquency prevention, and child care. OCFS oversees the State’s system of family
support and child welfare services administered by local departments of social services and
community-based organizations. Specifically, child welfare services, which are financed jointly
by the Federal government, the State, 