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RECEIPTS OVERVIEW

The Economic and Revenue Outlook is a volume designed to enhance the
presentation and transparency of the 2011-12 Executive Budget. The book provides
detailed information on the economic and receipt projections underlying the Executive
Budget. The economic analysis and forecasts presented in this volume are also used in
the development of the expenditure projections where spending trends are impacted by
economic conditions.

Financial Plan receipts comprise a variety of taxes, fees, charges for State-provided
services, Federal grants, and other miscellaneous receipts. The Economic and Revenue
Outlook includes receipt information required by Article VI of the State Constitution and
Section 22 of the State Finance Law and provides information to supplement extensive
reporting enhancements undertaken in recent years. The Division of the Budget (DOB)
believes the information will aid the Legislature and the public in fully understanding and
evaluating the economic assumptions and receipts estimates underlying the 2011-12
Executive Budget. The receipt estimates and projections have been prepared by the
Division of the Budget with the assistance of the Department of Taxation and Finance
and other agencies concerned with the collection of State receipts. To the extent they are
material, sources of receipts not referenced in this volume are discussed in the
presentations of the agencies primarily responsible for executing the programs financed
by such receipts. The Economic, Revenue and Spending Methodologies and a Data
Appendix for this volume are available at the Division of the Budget’s website at
www.budget.state.ny.us. The Methodology volume provides a comprehensive review of
the methods used in determining the economic and tax receipt projections.

The Economic and Revenue Outlook is presented in the following general sections:

» Financial Plan Receipts and Projections: Provides a summary of Financial
Plan receipts for the current year and the 2011-12 Budget year by tax category
and fund type.

» Financial Plan Tables and Cash Flow: Provides Financial Plan tables for
receipts by fund type and includes a detailed report on monthly cash flow
projections for the upcoming fiscal year.

» 2011-12 Revenue Actions: Summarizes the revenue actions proposed with the
2011-12 Executive Budget.

» Economic Backdrop: Provides a detailed description of the Division’s forecast
of key economic indicators for the national and New York State economies.

» Comparison of New York State Tax Structure to Other States: Compares the
New York tax structure and burden to other states.

» Tax Receipts Explanation: Provides a detailed report for each tax and
miscellaneous receipts source describing historical receipts and projections for the
current and upcoming budget years, the impact of legislation proposed with the
Executive Budget, and significant legislation that has been enacted.
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» Dedicated Fund Tax Receipts: Provides a report on dedicated tax receipt
estimates, with an emphasis on transportation-related dedicated taxes.

» Audit and Compliance Receipts: Provides data and analysis to better
understand receipts collections.

THE NATIONAL ECONOMY

The nation's recovery from the longest and most severe recession since the 1930s has
been difficult and painfully slow. Thus far, the recovery has failed to build sufficient
momentum to create the number of jobs one might for during an economic expansion,
despite the implementation of a $787 billion Federal spending program. Although
private sector employment has risen for 12 consecutive months, job growth has barely
exceeded growth in the labor force, leaving the unemployment rate at the end of 2010 0.7
percentage point below its October 2009 peak. Only about 1.3 million of the 8.5 million
private sector jobs that were lost have returned. The housing market's response to a
government credit program was purely transitory, with more than one fifth of the nation's
homes reported still to be "underwater,” saddled with mortgage debt that exceeds their
market value. Credit markets are improving, but only gradually.

Toward the end of last year, both the Congress and the Federal Reserve initiated new
programs to stimulate economic activity. This new stimulus is expected to strengthen
existing trends that were already providing some forward motion to the economy,
including a rebuilding of inventories, global growth, rising equity markets, and renewed
private sector investment. Preliminary data for the fourth quarter of 2010 indicates that
final sales growth, which was unusually weak during the early stage of the recovery, is
picking up. Real household spending of over 4 percent is estimated for the fourth
quarter, which, if realized, would represent the first quarter of such growth since 2006Q4.
The Budget Division projects real U.S. GDP growth of 3.0 percent for 2011, following
growth of 2.8 percent for 2010. Real household spending of 3.6 percent is projected for
2011, following growth of 1.8 percent for 2010.

Going forward, the economy will continue to be supported by expansionary policies,
with the impact of the overhang from the credit/housing market bubble gradually waning
with time. However, due to the lag between economic activity and revenue growth, state
and local governments are likely to remain under intense fiscal pressure. With the labor
market expected to gain strength over the course of the year, the unemployment rate is
expected to gradually decline, ending 2011 close to 9 percent. In summary, the labor
market is slowly improving, but a high degree of slack remains.

Although energy prices have recently surged, the absence of any significant wage
pressure is expected to delay their transmission into the “core” measure of inflation that
excludes the volatile food and energy components, at least over the short run. Inflation of
1.8 percent is projected for 2011, as measured by growth in the Consumer Price Index,
following 1.6 percent for 2010. U.S. corporate profits from current production, which
includes the inventory valuation and capital consumption adjustments, is projected to rise
6.2 percent in 2011, following growth of 28.8 percent in 2010. Given the outlook for the
labor market and moderate productivity growth, DOB predicts wages to grow 4.6 percent
for 2011, following a 2.1 percent increase in 2010.
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Risks to the U.S. Forecast

The Budget Division's outlook for both the national and State economies is risk-
balanced, given the current economic data. However, much of the renewed confidence in
the recovery depends upon the improvement in the pace of job growth that is projected
over the coming quarters. If that improvement fails to materialize, households may pull
back once again, resulting in lower consumption growth than is reflected in this forecast.
A substantial equity market correction could have a similar effect. A surge in
foreclosures could impede the recovery in home prices, which would in turn delay the
recovery in household net worth, also resulting in lower rates of household spending than
projected. Furthermore, renewed concerns over the sovereign debt problems emanating
from the euro-zone could result in widening risk spreads and a decline in equity markets.
Since energy price growth acts as a virtual tax on household spending, faster growth in
the price of oil than expected could also result in lower consumption spending than
anticipated.

Alternatively, the impact of new Federal stimulus spending could accelerate the pace
of the recovery beyond what is currently projected. A stronger than expected recovery in
the labor market could increase household spending beyond what is currently projected,
resulting in greater profits growth and stronger investment growth. Such an eventuality
could also lead to stronger equity market growth than expected, and a faster recovery in
household wealth. Finally, stronger global growth than expected could result in a faster
pickup in the demand for U.S. exports.

THE NEW YORK STATE ECONOMY

The New York State economy entered the last recession about eight months after the
nation as a whole and appears to have emerged from the downturn with a lag of only six
months. The State lost about 353,000 private sector jobs during the downturn, about
23,000 more jobs than were lost during the 2001-2003 downturn. State private
employment fell 4.8 percent from its April 2008 peak, less than the 7.3 percent job loss
suffered by the nation as a whole.

However, the associated loss of income was far greater for the State than for the
nation. Between the first half of 2008 and the first half of 2010, the most recent period
for which reliable data at the State level are available, U.S. income fell 3.7 percent
compared to a 6.5 percent decline for New York. When combined with the concomitant
decline in real estate values, the Great Recession has created enormous fiscal strain for
businesses, individuals, as well as for municipal governments at every level.

New York’s economic recovery now appears well underway, with total employment
growing 0.3 percent on a year-over-year basis in 2010Q2, the first quarter of growth since
the third quarter of 2008. The equity market correction that began in April with the
eruption of the euro-zone debt crisis appears to have slowed the State’s momentum,
consistent with national trends. But by the end of the third quarter, financial market
activity began to rebound. That development, combined with strong tourist activity and
the support of Federal stimulus programs, appears to have put the State’s economic
recovery back on track, with the State economy expected to continue to expand at a
modest pace. The Budget Division projects State employment growth of 0.7 percent for
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2011, following a decline of 0.1 percent for 2010. State wages are projected to rise 3.2
percent in 2011, following growth of 4.0 percent in 2010, with total personal income
rising 5.0 percent in 2011, following growth of 3.9 in 2010. All of these income growth
rates are well below historical averages.

Risks to the New York Forecast

All of the risks to the U.S. forecast apply to the State forecast as well, although as the
nation’s financial capital, developments that have an impact on credit markets, such as
the euro-debt crisis, pose a particularly large degree of risk for New York. A large 2011
equity market correction could be quite destabilizing to the financial sector and ultimately
bonuses and State wages overall. These risks are compounded by the uncertainty
surrounding the implementation of financial reform, which is already altering the
composition of bonus packages in favor of stock grants with long-term payouts and claw-
back provisions. This affects the forecast for taxable wages. In addition, it is also
uncertain whether finance sector revenue generating activity such as trading, lending, and
underwriting will ever return to pre-crisis levels, resulting in additional risk to the
forecasts for bonuses and taxable capital gains.

There are, however, some upside risks to DOB’s New York economic outlook as
well. A stronger national or global economy than projected could increase the demand
for New York goods and services, resulting in stronger job growth. Such an outcome
could lead to stronger levels of business activity and income growth. It could also result
in a stronger and earlier upturn in stock prices, stimulating additional financial market
activity, and producing higher wage and bonus growth than currently projected. Of
course, a stronger national economy could force the Federal Reserve to raises interest
rates earlier or more rapidly than projected, which could negatively affect the State
economy and the financial sector in particular.

Although State employment and wages are expected to continue to grow, levels of
financial market activity remain well below their 2007 peak levels. Moreover, a
substantial amount of uncertainty surrounds finance industry profitability and executive
pay as a result of the recently passed financial reform package. The recent news on
compensation suggests that there could be a new paradigm developing on Wall Street,
raising doubts as to whether the levels of compensation observed as recently as 2007-08
will ever be seen again. Consequently, State income growth is likely to remain at
historically low rates for quite some time.
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SELECTED ECONOMIC INDICATORS
(Calendar Year)

2009 2010 2011 2012 2013 2014
(actual') (estimate) (forecast) (forecast) (forecast) (forecast)
U.S. Indicators?®

Real Gross Domestic Product ($ B) 12,881 13,246 13,640 14,126 14,633 15,129
Percent Change (2.6) 2.8 3.0 3.6 3.6 3.4
Personal Income ($ B) 12,175 12,541 13,173 13,688 14,467 15,333
Percent Change .7 3.0 5.0 3.9 5.7 6.0
Nonagricultural Employment (millions) 130.9 130.3 131.9 134.6 137.2 140.0
Percent Change (4.3) (0.5) 1.3 2.0 2.0 2.0
Unemployment Rate 9.3 9.6 9.3 8.3 7.4 6.6
CPI Inflation (0.3) 1.6 1.8 1.9 2.3 2.5
New York State Indicators

Personal Income? ($ B) 891.2 925.9 972.3 1,001.9 1,054.4 1,110.7
Percent Change (3.1) 3.9 5.0 3.1 5.2 5.3
Wages and Salaries’ ($ B) 481.1 500.5 516.5 543.3 571.7 600.3
Percent Change (7.2) 4.0 3.2 5.2 5.2 5.0
Bonuses3 ($ B) 56.5 67.1 65.8 70.9 75.5 80.3
Percent Change (31.6) 18.8 (2.0) 7.8 6.5 6.4
Employment? (thousands) 8,312.0 8,305.9 8,367.1 8,471.9 8,572.4 8,654.3
Percent Change (3.1) 0.12) 0.7 1.3 1.2 1.0
Unemployment Rate (percent) 8.4 8.4 8.1 7.7 7.3 6.9
NYS Adjusted Gross Income (NYSAGI)

Capital Gains ($ mil.) 32,430 38,993 43,052 55,133 44,959 48,221
Percent Change (43.1) 20.2 10.4 28.1 (18.5) 7.3
Total NYSAGI ($ mil.) 590,308 620,344 647,983 693,049 720,043 761,533
Percent Change (10.8) 5.1 4.5 7.0 3.9 5.8

! For NYSAGI variables, 2009 is an estimate based on preliminary processing data.
2 Nonagricultural employment, wage, and personal income numbers are based on QCEW data.
® Series created by the Division of the Budget.

Source: Moody's Economy.com; NYS Department of Labor; NYS Department of Taxation and Finance; DOB staff
estimates.

THE REVENUE SITUATION

Consistent with the slow pace of the economic recovery, revenue growth has been
weak. After plunging 12.3 percent in SFY 2009-10, tax receipts growth, correcting for
law changes, is estimated to be a tepid 2.1 percent in 2010-11; a more robust 7.5 percent
is projected for 2011-12. Unadjusted State funds tax receipts increased by an estimated
5.4 percent in 2010-11 and a projected 6.6 percent in 2011-12; in addition to below
average growth, revenue collections have exhibited volatility.  The uncertainty
surrounding the year-end sunset of the Federal tax cuts and the last minute extension
created significant taxpayer confusion. The impacts of potential changes in the timing
and level of financial sector bonus payments and in the way employees in this sector are
compensated as a result of recent financial reforms are unknown. Extreme volatility in
the volume of taxable capital gains, the large overhang of residential and commercial
mortgage debt, the continuation of recent gains in consumer spending, and the expected
recovery from the apparent decline in the value of property being insured have all
provided obstacles to accurate forecasting. In addition, the lag between the realization of
profits as well as the use of previous overpayments by taxpayers, make projecting
business tax receipts very difficult. Further, inconsistent personal income and business
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taxpayer behavior related to the timing and level of estimated and final payments have
caused large swings in quarterly receipts.

As a result of these and other factors, the receipts forecast (General Fund before debt
service) has been revised downward by $699 million for 2010-11, $950 million for 2011-
12, and $687 million for 2012-13, mainly reflecting the weakness seen in Personal
Income Tax and Business Tax collections for the current year when compared with the
Mid-year Update. For the most part, the downward revisions to out-year projections
reflect reductions in the current-year base forecast.

A modest acceleration in State employment and average wage growth, as well as the
stock market recovery, are expected to provide growth of 7.3 percent in personal income
tax receipts in 2011-12. Projected corporate profits growth for the 2011 calendar year
combined with the tax credit deferral legislation enacted in 2010 is expected to provide a
second consecutive year of growth in business tax receipts beginning in 2011-12. The
return of consumers to the marketplace, partially offset by the return of a limited version
of the tax exemption on clothing is projected to produce sales tax growth of 4.3 percent in
2011-12.
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Governmental Funds
Actual and Base Tax Receipts Growth
(percent growth)
State Inflation
Fiscal Actual Base Adjusted Base
Year Receipts Receipts Receipts
1987-88 6.2 6.4 1.9
1988-89 1.6 2.9 (2.3)
1989-90 6.8 8.3 24
1990-91 (0.8) (3.8) (8.2)
1991-92 7.2 1.4 (2.0)
1992-93 6.1 5.0 2.0
1993-94 4.3 0.7 (1.8)
1994-95 0.1 15 (1.1)
1995-96 2.6 3.6 0.6
1996-97 2.0 2.6 0.2
1997-98 3.7 5.6 4.0
1998-99 7.2 7.9 5.8
1999-00 7.5 9.1 5.9
2000-01 7.9 10.1 7.4
2001-02 (4.9) (4.2) (6.4)
2002-03 (6.7) (8.0) (10.8)
2003-04 8.2 5.8 25
2004-05 13.4 115 7.7
2005-06 10.2 9.3 5.7
2006-07 9.7 4.9 21
2007-08 3.7 134 9.5
2008-09 (0.8) 3.2) (3.3
2009-10 (3.2) (12.3) (14.0)
2010-11* 5.4 2.1 0.3
2011-12* 6.6 7.5 54
2012-13** 1.7 7.1 4.7
2013-14* 5.0 54 2.8
2014-15* 3.0 55 29
Actual Base Adjusted Base
Change Change Change
Historical Average
(87-88to 09-10) 4.0 34 0.3
Forecast Average
(10-11 to 14-15) 43 55 3.2
Forecast Average
(11-12 to 14-15) 41 6.4 39
Recessions 13 (1.2) (4.2)
Expansions 5.7 6.4 3.3
*Estimated Receipts
**Projected Receipts

10
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TOTAL RECEIPTS
(millions of dollars)

2009-10 2010-11 Annual $ Annual % 2011-12 Annual $ Annual %

Actual Estimated Change Change Projected Change Change
General Fund 52,556 54,213 1,657 3.2% 57,002 2,789 5.1%
Taxes 36,997 39,162 2,165 5.9% 42,022 2,860 7.3%
Miscellaneous Receipts 3,888 3,083 (805) -20.7% 3,088 5 0.2%
Federal Grants 71 60 11) -15.5% 60 0 0.0%
Transfers 11,600 11,908 308 2.7% 11,832 (76) -0.6%
State Funds 81,150 84,441 3,291 4.1% 88,610 4,169 4.9%
Taxes 57,668 60,762 3,094 5.4% 64,784 4,022 6.6%
Miscellaneous Receipts 23,397 23,552 155 0.7% 23,681 129 0.5%
Federal Grants 85 127 42 49.4% 145 18 14.2%
All Funds 126,748 134,596 7,848 6.2% 132,871 (1,725) -1.3%
Taxes 57,668 60,762 3,094 5.4% 64,784 4,022 6.6%
Miscellaneous Receipts 23,557 23,736 179 0.8% 23,816 80 0.3%
Federal Grants 45,523 50,098 4,575 10.0% 44,271 (5,827) -11.6%

FISCAL YEAR 2010-11 OVERVIEW

>

Total All Funds receipts are estimated to reach $134.6 billion, an increase of $7.8
billion, or 6.2 percent from 2009-10 results. All Funds tax receipts are estimated
to increase by $3.1 billion, or 5.4 percent. The majority of the increase in tax
receipts is attributable to growth in personal income tax, sales tax, and cigarette
and tobacco tax collections.

All Funds miscellaneous receipts are projected to reach $23.7 billion in 2010-11,
an increase of $179 million from 2009-10. General Fund miscellaneous receipts
reductions of $805 million are more than offset by growth in other areas,
primarily SUNY revenue growth from expansions at the three SUNY teaching
hospitals, enrollment growth, and greater bond proceeds available for SUNY
capital projects ($507 million), and increased lottery fund receipts which reflect
the one-time receipt of the franchise fee for rights to develop a VLT facility at
Aqueduct ($380 million).

Total State Funds receipts are estimated to reach over $84.4 billion in 2010-11, an
increase of $3.3 billion, or 4.1 percent.

Total General Fund receipts are estimated at $54.2 billion, an increase of nearly
$1.7 billion, or 3.2 percent from 2009-10 results. General Fund tax receipts are
estimated to increase by 5.9 percent, reflecting the modest economic recovery,
full year compliance with the personal income tax surcharge, and the temporary
elimination of the sales tax clothing exemption. General Fund miscellaneous
receipts are estimated to decrease by 20.7 percent, reflecting the loss of several
one-time receipts in 2009-10.

Base tax receipts growth, which nets out the impact of law changes, will increase
by an estimated 2.1 percent in 2010-11 after a base decline of 12.3 percent in
2009-10. The rebound in economic activity is estimated to increase base growth
in tax receipts for the first time since 2007-08.

11
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FISCAL YEAR 2011-12 OVERVIEW

> Total All Funds receipts are projected to reach $132.9 billion, a decrease of $1.7

billion, or 1.3 percent from 2010-11 estimates reflecting the significant loss in
Federal grants. All Funds tax receipts are projected to grow by just over $4.0
billion or 6.6 percent. This increase is attributable to the full year impact of the
economic recovery, legislation enacted in 2010 and positive revenue actions
proposed with this Budget. All Funds Miscellaneous receipts are projected to
increase by $80 million, or 0.3 percent. All Funds Federal grants are expected to
decrease by $5.8 billion, or 11.6 percent.

» Total State Funds receipts are projected to be $88.6 billion, an increase of $4.2
billion, or 4.9 percent from the 2010-11 estimate.

> Total General Fund receipts are projected to be $57.0 billion, an increase of $2.8

billion, or 5.1 percent from 2010-11 estimates.

General Fund tax receipts are

projected to grow by 7.3 percent, while General Fund miscellaneous receipts are
projected to grow by 0.2 percent. Federal grants revenues are projected to remain

constant.

» After controlling for the impact of policy changes, base tax revenue growth is
estimated to increase by 7.5 percent for fiscal year 2011-12.

Change from Mid-Year Update

Revised Estimates and Projections

CHANGE FROM MID-YEAR UPDATE FORECAST
(millions of dollars)

2010-11 2011-12
Mid-Year Executive $ % Mid-Year Executive $ %
Update Budget Change Change _ Update Budget Change Change
General Fund* 42,620 42,305 (315) -0.7% 45,396 45,170 (226) -0.5%
Taxes 39,699 39,162 (537) -1.4% 42,515 42,022 (493) -1.2%
Miscellaneous Receipts 2,861 3,083 222 7.8% 2,821 3,088 267 9.5%
Federal Grants 60 60 0 0.0% 60 60 0 0.0%
State Funds 84,609 84,441 (168) -0.2% 88,387 88,610 223 0.3%
Taxes 61,453 60,762 (691) -1.1% 65,516 64,784 (732) -1.1%
Miscellaneous Receipts 23,031 23,552 521 2.3% 22,734 23,681 947 4.2%
Federal Grants 125 127 2 1.6% 137 145 8 5.8%
All Funds 135,236 134,596 (640) -0.5% 134,667 132,871 (1,796) -1.3%
Taxes 61,453 60,762 (691) -1.1% 65,516 64,784 (732) -1.1%
Miscellaneous Receipts 23,218 23,736 518 2.2% 22,871 23,816 945 4.1%
Federal Grants 50,565 50,098 (467) -0.9% 46,280 44,271 (2,009) -4.3%

! Excludes Transfers

» All Funds receipts estimates have been revised downward by $640 million for
fiscal year 2010-11 from the Mid-Year Financial Plan Update. The downward tax
revision of $691 million is mostly due to weaker than expected personal income
and business tax receipts.

12
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» All Funds miscellaneous receipts were revised upward by $518 million largely
reflecting increased projections for 18-A public utility assessments ($266 million)
and SUNY dormitory fees ($116 million).

> 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 that Federal
reimbursement will be received in the State fiscal year in which spending occurs,
but timing is often unpredictable. All Funds Federal grants were revised
downward by $467 million from Mid-Year estimates driven by revisions to
assumed spending patterns for educational programs funded by Federal ARRA
monies and the Federal Jobs Fund program.

» General Fund receipts for fiscal year 2010-11 have been revised downward by
$315 million, reflecting weaker than expected personal income and business tax
collections to date.

> All Funds receipts estimates have been reduced by nearly $1.8 billion for fiscal
year 2011-12 from the Mid-Year Financial Plan Update.

» General Fund receipts for fiscal year 2011-12 have been revised downward by
$226 million. Tax revisions account for a decrease of $493 million, while
miscellaneous receipts increase by $267 million.

Proposed Law Changes
The 2011-12 Executive Budget includes changes to tax law that would:

> close a single tax loophole to improve the equity of the tax code; and

» generate additional recurring revenues without increasing taxes to help close the
State’s financial gaps in 2011-12 and beyond.

13
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ALL FUNDS LEGISLATION
(8 in millions)

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

Revenue Enhancements 382 426 426 426
Personal Income Tax 5 10 10 10
Offset Certain Tax Debts Against Lottery Winnings 5 10 10 10
Business Taxes 22 16 16 16
Repeal exemption for large cooperative insurance companies 22 16 16 16
Other Taxes/Lottery 155 200 200 200
Provide free-play allowance to all tracks 38 38 38 38
Remove location restrictions on QuickDraw 10 44 44 44
Increase the number of 75 percent instant games 4 4 4 4
Multi-State Progressive Video Lottery Games 2 3 3 3
Various Lottery Sales Efficiency Actions (Administrative) 100 109 109 109
Expand Lottery prepaid subscription sales to other jackpot games (Administrative) 1 2 2 2
Improve Compliance Through Tax Modernization Initiatives 200 200 200 200
Tax Reductions (6) 3) 0 0
Expand the Low Income Housing Tax Credit Program 0 0 0 0
Extend Financial Services ITC for one year 0 0 0 0
Reform Excelsior Jobs Program 0 0 0 0
Extend the alternative fuels tax exemption for one year 0 0 0 0
Reform and extend the Power for Jobs Program for two years* (6) (3) 0 0
Pari-Mutuel Extender 0 0 0 0
Total All Funds Legislation Chang 376 423 426 426

*Tax Law impacts only. Excludes NYPA reimbursement.

PERSONAL INCOME TAX

» make permanent tax shelter reporting provisions that are set to expire on July 1,
2011;

» make technical corrections to the Empire Zones program to grant the Department
of Economic Development (DED) the authority to continue to monitor Empire
Zone Program compliance and to decertify non-complying businesses;

» extend the financial services investment tax credit through October 1, 2015;

» provide the Commissioner of the Division of Housing and Community Renewal
(DHCR) authorization to allocate an additional $4 million in low income housing
tax credits;

> reform and improve the job creating effectiveness of the Excelsior economic
development program;

» expand e-filing requirements as a part of the Tax Modernization Project; and
» improve tax collection by offsetting tax debts against large Lottery winnings.
USER TAXES AND FEES

» improve sales tax compliance as part of the Tax Modernization Project; and
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>

extend for one year the full or partial tax exemptions on E85, CNG, hydrogen and
B20 when purchased for use in a motor vehicle engine.

BUSINESS TAXES

>

>

make permanent tax shelter reporting provisions that are set to expire on July 1,
2011;

make technical corrections to the Empire Zones program to grant the Department
of Economic Development (DED) the authority to continue to monitor Empire
Zone Program compliance and to decertify non-complying businesses;

extend the financial services investment tax credit through October 1, 2015;
provide the Commissioner of the Division of Housing and Community Renewal
(DHCR) authorization to allocate an additional $4 million in low income housing

tax credits;

reform and improve the job creating effectiveness of the Excelsior economic
development program;

conform the New York State Insurance and Tax Laws to the federal Dodd-Frank
Act excess lines tax provisions and authorize New York State to participate in a
national compact that collects and remits excess lines taxes to the states;

eliminate a tax exemption for any large cooperative insurers receiving $25 million
or more in annual premiums;

extend Gramm-Leach Bliley provisions for two years and make related bank tax
provisions permanent; and

reform and extend the Power for Jobs program for two additional years.

OTHER ACTIONS

>

reduce the dormancy period on fourteen abandoned property items from five or
six years to three;

modernize certain fuel definitions to conform with changes in Federal and State
law, and conform the enforcement provisions for highway use diesel fuel with
those currently applied to motor fuel,

Extend certain pari-mutuel tax rates and authorization for account wagering for a
period of one year;

authorize a program at Video Lottery Gaming facilities that would provide a free-
play allowance of up to 10 percent of net machine income at each facility;
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» eliminate restrictions on the Quick Draw game related to the size of
establishments and food sales;

» authorize the Lottery to introduce five 75 percent prize-payout instant games each
fiscal year;

» authorize the Lottery to participate in multi-jurisdictional, progressive jackpot
video lottery games;

» authorize a prize-payout in excess of 50 percent on multi-jurisdictional lottery
games when two-thirds of participating lottery jurisdictions have agreed to a
prize-payout in excess of 50 percent;

> increase Lottery sales efficiency by: expanding the Lottery sales force to reduce
the ratio of retailers to marketing representatives; expanding the Lottery retailer
base through recruitment of corporate chain stores; and implementing a
“Megaplier” add-on feature to the Mega Millions game; and

» expand Lottery prepaid subscription sales to other jackpot games.

FISCAL YEARS 2012-13, 2013-14, AND 2014-15 OVERVIEW

TOTAL RECEIPTS
(millions of dollars)

2011-12 2012-13 Annual$  2013-14 Annual $ 2014-15 Annual $
Projected Projected Change Projected Change Projected Change

General Fund 57,002 57,138 136 59,493 2,355 60,623 1,130
Taxes 42,022 42,679 657 44,862 2,183 45,898 1,036
State Funds 88,610 89,463 853 92,557 3,094 94,194 1,637
Taxes 64,784 65,903 1,119 69,203 3,300 71,248 2,045
All Funds 132,871 129,880 (2,991) 134,826 4,946 141,669 6,843
Taxes 64,784 65,903 1,119 69,203 3,300 71,248 2,045

Overall, tax receipts growth in the three fiscal years following 2011-12 is expected to
remain in the range of 1.7 percent to 5.0 percent. This is consistent with projected
modest economic growth in the New York economy during this period. Receipts growth
is supported by modest proposals contained with this Budget that eliminate a single tax
loophole and improve taxpayer compliance. These factors are expected to continue to
enhance expected receipt growth through 2014-15.

> Total All Funds receipts in 2012-13 are projected to be $129.9 billion, a decrease
of $3.0 billion over the prior year. All Funds receipts in 2013-14 are expected to
increase by over $4.9 billion over 2012-13 projections. In 2014-15, receipts are
expected to increase by nearly $6.8 billion over 2013-14 projections.

> Total State Funds receipts are projected to be nearly $89.5 billion in 2012-13,
close to $92.6 billion in 2013-14 and nearly $94.2 billion in 2014-15.

> Total General Fund receipts are projected to reach just over $57.1 billion in 2012-
13, nearly $59.5 billion in 2013-14 and $60.6 billion in 2014-15.
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» All Funds tax receipts are expected to increase by 1.7 percent in 2012-13, 5.0
percent in 2013-14 and 3.0 percent in 2014-15. Again, the growth pattern is
consistent with an economic forecast for continued but slower economic growth.

Base Growth

Base growth, adjusted for law changes, in tax receipts for fiscal year 2010-11 is
estimated to grow 2.1 percent and 7.5 percent in 2011-12. Overall base growth in tax
receipts is dependent on a multitude of factors.
The estimated return to positive base receipts growth in 2010-11 results from:

» full year growth in employment and wages;

» strong corporate profits growth;

» positive capital gains from a resurgent stock market; and

» an end to consumption declines.

The acceleration in base growth in 2011-12 results from:

» asecond consecutive year of corporate profits growth; and

» areturn to historical trend growth in consumption and income.

Personal Income Tax

PERSONAL INCOME TAX
(millions of dollars)
2009-10 2010-11 Annual $ Annual % 2011-12 Annual $ Annual %
Actual Estimated Change Change Projected Change Change
General Fund* 22,654 23,624 970 4.3% 25,588 1,964 8.3%
Gross Collections 41,393 43,585 2,192 5.3% 46,021 2,436 5.6%
Refunds/Offsets (6,642) (7,686) (1,044) 15.7% (7,512) 174 -2.3%
STAR (3,409) (3,300) 109 -3.2% (3,293) 7 -0.2%
RBTF (8,688) (8,975) (287) 3.3% (9,628) (653) 7.3%
State/All Funds 34,751 35,899 1,148 3.3% 38,509 2,610 7.3%
Gross Collections 41,393 43,585 2,192 5.3% 46,021 2,436 5.6%
Refunds (6,642) (7,686) (1,044) 15.7% (7,512) 174 -2.3%
L Excludes Transfers.

All Funds personal income tax receipts for 2010-11, which reflect the net of gross
payments minus refunds, are estimated at $35.9 billion, an increase of $1.1 billion
(3.3 percent) from the prior year. This increase is primarily the result of gradual
improvement in the economy and full year compliance with the temporary tax rate
increase, partially offset by a shift in refunds of $500 million from 2009-10 to 2010-11.
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Withholding is estimated to increase by $1.3 billion (4.5 percent) due to full year
compliance with the rate increase and modest improvement in the wage growth rate to
3.5 percent in 2010-11 from negative 1.5 percent in the prior year. Similarly, total
estimated payments are estimated to increase by $723 million (8.0 percent). Estimated
payments for tax year 2010 are estimated to increase by $406 million reflecting full year
compliance with the temporary rate increase and the estimated increase of 8.9 percent in
non-wage income. Extension payments for tax year 2009 are estimated to increase by
$317 million (15.2 percent) largely reflecting the “catch up™ by many high income
taxpayers with their full increased tax rate liability. Similarly, payments with final
returns for tax year 2009 are estimated to increase by $133 million reflecting the “catch
up” payments. Total refunds are estimated to rise by $1 billion (15.7 percent), mainly
reflecting the refund shift noted above plus an expected but large increase in prior refunds
of $271 million, or 58 percent.

The following table summarizes, by component, actual receipts for 2009-10 and
forecast amounts through 2014-15.

PERSONAL INCOME TAX FISCAL YEAR COLLECTION COMPONENTS
ALL FUNDS
(millions of dollars)
2009-10 2010-11 2011-12 2012-13 2013-14
Actual Estimated Projected Projected Projected
Receipts
Withholding 29,443 30,776 31,802 32,256 34,435
Estimated Payments 9,028 9,751 10,925 11,028 11,110
Current Year 6,938 7,344 8,180 7,955 8,256
Prior Year* 2,090 2,407 2,745 3,074 2,854
Final Returns 1,822 1,967 2,190 2,293 2,291
Current Year 206 207 207 207 221
Prior Year* 1,616 1,760 1,983 2,086 2,070
Delinquent 1,100 1,091 1,104 1,149 1,226
Gross Receipts 41,393 43,585 46,021 46,726 49,062
Refunds
Prior Year* 4,986 5,149 4,895 5,335 5,531
Previous Years 468 739 819 769 711
Current Year* 1,250 1,750 1,750 1,750 1,750
State-City Offset* -62 48 48 48 48
Total Refunds 6,642 7,686 7,512 7,902 8,040
Net Receipts 34,751 35,899 38,509 38,824 41,022
* These components, collectively, are known as the "settlement” on the prior year’s tax liability.

All Funds receipts for 2011-12 are projected to be $38,509 million, an increase of
$2.6 billion, or 7.3 percent above 2010-11. This mainly reflects increases resulting from
a combination of steady improvement in the financial markets and the economy, a higher
refunds base due to the refund shift noted above and the legislative proposal intended to
increase voluntary compliance by expanding requirements for e-filing ($157 million).

Gross receipts are projected to grow 5.6 percent and reflect total estimated payments
growth of 12 percent ($1.2 billion) and modest withholding growth of 3.3 percent ($1
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billion).  Withholding receipts growth reflects moderate overall wage growth of
4.2 percent suppressed by expiration of the temporary rate increase at the end of
December 2011. Estimated payments on 2011 income are projected to grow 11.4 percent
($836 million), which in part reflects improvements in the financial market and the
overall economy. Extension and final payments related to 2010 returns are expected to
increase by $572 million, or 13.8 percent from 20009.

Total refunds for 2011-12 are projected to decrease by $174 million (2.3 percent).
This decrease largely reflects a higher base due to the shift of the $500 million of fiscal
year 2009-10 refunds into fiscal year 2010-11.

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 2010-11
of $23.6 billion are expected to increase by $970 million, or 4.3 percent, from the prior
year, mainly reflecting the increase in All Funds receipts noted above, along with the
impact of legislation to generate STAR program savings. However, a $287 million
increase in deposits to the RBTF partially offsets this decline.

General Fund income tax receipts for 2011-12 of $25.6 billion are projected to rise by
almost $2 billion or 8.3 percent over the prior year. Along with the increase in All Funds
receipts noted above, the STAR transfer is expected to decline by a modest $7.4 million
while deposits to the RBTF are expected to increase by $653 million (7.3 percent), the
same percentage increase as projected for net collections since the transfer equals
25 percent of net collections.

PERSONAL INCOME TAX CHANGE FROM MID-YEAR UPDATE FORECAST
(millions of dollars)
2010-11 2011-12
Mid-Year Executive $ % Mid-Year Executive $ %
Update Budget Change Change _ Update Budget Change Change

General Fund* 24,147 23,624 (523) -2.2% 26,039 25,588 (451) -1.7%

Gross Collections 44,786 43,585 (1,201) -2.7% 47,029 46,021 (1,008) -2.1%

Refunds/Offsets (8,189) (7,686) 503 -6.1% (7,752) (7,512) 240 -3.1%

STAR (3,300) (3,300) 0 0.0% (3,418) (3,293) 125 -3.7%

RBTF (9,150) (8,975) 175 -1.9% (9,820) (9,628) 192 2.0%
State/All Funds 36,597 35,899 (698) -1.9% 39,277 38,509 (768) -2.0%

Gross Collections 44,786 43,585 (1,201) -2.7% 47,029 46,021 (1,008) -2.1%

Refunds (8,189) (7,686) 503 6.1% (7,752) (7,512) 240 3.1%
! Excludes Transfers

Compared to the Mid-Year Update, 2010-11 All Funds income tax receipts are
revised downward by $698 million. The decrease primarily reflects lower estimated
payments on tax year 2010 income of $600 million, $525 million in lower-than-expected
withholding, lower assessments of $70 million, and $100 million in higher prior year
refunds. The $1.1 billion downward revision in estimated payments and withholdings
reflects almost entirely the actual receipts shortfall experienced in December 2010 and
January 2011. These decreases are partially offset by lower tax year 2009 refunds of
$353 million and $250 million in savings from state-city offsets.
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Compared to the Mid-Year Update, 2011-12 All Funds income tax receipts are
revised downward by $768 million with $930 million in lower re-estimates partially
offset by $162 million in legislative proposals. The re-estimates reflect lower
withholding ($500 million), extension payments and final returns payments on tax year
2010 income ($470 million), $180 million in prior refunds and a $100 million decrease in
assessments. These increases are partially offset by a $250 million downward re-estimate
in the state-city offset. Proposed tax modernization legislation to increase voluntary
compliance by expanding e-filing would reduce current refunds by $100 million and
increase final payments by $57 million. Legislation to improve tax collection by
offsetting tax debts against large New York Lottery winnings would increase assessments
by $5 million.

PERSONAL INCOME TAX
(millions of dollars)
2011-12 2012-13 Annual $ 2013-14 Annual $ 2014-15 Annual $
Projected Projected Change Projected Change Projected Change
General Fund* 25,588 25,796 208 27,256 1,460 28,404 1,148
Gross Collections 46,021 46,726 705 49,062 2,336 51,674 2,612
Refunds/Offsets (7,512) (7,902) (390) (8,040) (138) (8,877) (837)
STAR (3,293) (3,322) (29) (3,510) (188) (3,693) (183)
RBTF (9,628) (9,706) (78) (10,256) (550) (10,700) (444)
State/All Funds 38,509 38,824 315 41,022 2,198 42,797 1,775
Gross Collections 46,021 46,726 705 49,062 2,336 51,674 2,612
Refunds (7,512) (7,902) (390) (8,040) (138) (8,877) (837)
! Excludes Transfers.

All Funds income tax receipts for 2012-13 of $38.8 billion are projected to increase
$315 million or 0.8 percent over the prior year. Gross receipts are projected to increase
1.5 percent and reflect withholding that is projected to grow by 1.4 percent or $454
million. The modest growth rate is due to the expiration of the temporary tax rate
increase after 2011. Total estimated taxes on prior and current year liabilities are
expected to grow by only 0.9 percent, with a $329 million (12 percent) increase in
extensions on tax year 2011 returns offset by a $225 million (2.8 percent) decline in
estimated payments for tax year 2012, the latter reflecting the expiration of the temporary
rate increase as noted above. Payments from final returns are expected to increase
4.7 percent ($103 million) reflecting the moderate income growth in tax year 2011.
Delinquencies are projected to increase $45 million or 4 percent over the prior year while
total refunds are projected to increase by $390 million or 5.2 percent over the prior year.

General Fund income tax receipts for 2012-13 of $25.8 billion are projected to
increase by $208 million, or 0.8 percent. Along with the increases in the All Funds
forecast, this reflects a $29 million decrease in STAR payments partially offset by a $78
million increase in RBFT deposits.

All Funds income tax receipts are projected to increase by $2.2 billion or 5.7 percent
in 2013-14 and $1.8 billion or 4.3 percent in 2014-15. General Fund receipts are
projected at $27.3 billion and $28.4 billion, respectively.
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User Taxes and Fees

USER TAXES AND FEES
(millions of dollars)
2009-10 2010-11 Annual $ Annual % 2011-12 Annual $ Annual %
Actual Estimated Change Change Projected Change Change
General Fund™? 8,087 8,775 688 8.5% 9,153 378 4.3%
Sales Tax 7,405 8,063 658 8.9% 8,406 343 4.3%
Cigarette and Tobacco Taxes 456 484 28 6.1% 514 30 6.2%
Alcoholic Beverage Taxes 226 228 2 0.9% 233 5 2.2%
State/All Funds 12,852 14,183 1,331 10.4% 14,810 627 4.4%
Sales Tax 10,527 11,513 986 9.4% 11,950 437 3.8%
Cigarette and Tobacco Taxes 1,366 1,621 255 18.7% 1,786 165 10.2%
Motor Fuel Tax 507 516 9 1.8% 518 2 0.4%
Highway Use Tax 137 129 8) -5.8% 140 11 8.5%
Alcoholic Beverage Taxes 226 228 2 0.9% 233 5 2.2%
Taxicab Surcharge 13 81 68 523.1% 81 0 0.0%
Auto Rental Tax 76 95 19 25.0% 102 7 7.4%
!Excludes Transfers.
2 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 2010-11 are estimated to be $14.2 billion,
an increase of $1.3 billion or 10.3 percent from 2009-10. Sales tax receipts are expected
to increase by $984 million, or 9.3 percent from the prior year due to base growth (i.e.
absent law changes) of 6.1 percent and the elimination of the clothing exemption. The
remaining estimated increase of $345 million from 2009-10 is mainly from an increase in
cigarette and tobacco tax collections due to law changes, and the full implementation of
the taxicab surcharge and auto rental tax in the MTA region.

General Fund user taxes and fees receipts are expected to total $8.8 billion in 2010-
11, an increase of $688 million or 8.5 percent from 2009-10. The increase largely
reflects an increase in sales tax receipts ($658 million) and an increase in cigarette and
tobacco tax collections ($28 million).

All Funds user taxes and fees receipts for 2011-12 are projected to be $14.8 billion,
an increase of $629 million, or 4.4 percent from 2010-11. The increase in sales tax
receipts of $439 million reflects sales tax base growth of 5.2 percent, a partial return of
the clothing exemption (at $55 per item) and receipts of $43 million from implementation
of the Tax Modernization Project. General Fund user taxes and fees receipts are
projected to total $9.2 billion in 2011-12, an increase of $378 million, or 4.3 percent from
2010-11. This increase largely reflects projected increases in sales tax receipts and
cigarette and tobacco tax receipts.
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USER TAXES AND FEES CHANGE FROM MID-YEAR UPDATE FORECAST
(millions of dollars)
2010-11 2011-12
Mid-Year Executive $ % Mid-Year Executive $ %
Update Budget Change Change _ Update Budget Change Change
General Fund'? 8,735 8,775 40 0.5% 9,035 9,153 118 1.3%
Sales Tax 8,022 8,063 41 0.5% 8,280 8,406 126 1.5%
Cigarette and Tobacco Taxes 485 484 1) -0.2% 522 514 8) -1.5%
Alcoholic Beverage Taxes 228 228 0 0.0% 233 233 0 0.0%
State/All Funds 14,100 14,183 83 0.6% 14,655 14,810 155 1.1%
Sales Tax 11,395 11,513 118 1.0% 11,765 11,950 185 1.6%
Cigarette and Tobacco Taxes 1,652 1,621 (31) -1.9% 1,821 1,786 (35) -1.9%
Motor Fuel Tax 511 516 5 1.0% 513 518 5 1.0%
Highway Use Tax 134 129 (5) -3.7% 140 140 0 0.0%
Alcoholic Beverage Taxes 228 228 0 0.0% 233 233 0 0.0%
Taxicab Surcharge 85 81 4) -4.7% 85 81 4) -4.7%
Auto Rental Tax 95 95 0 0.0% 98 102 4 4.1%
! Excludes Transfers
2 Receipts from motor vehicle fees and alcohol beverage control license fees are now reflected under miscellaneous receipts.

All Funds user taxes and fees in 2010-11 are revised up by $83 million from the Mid-
Year Update based on stronger than expected to-date sales tax receipts partially offset by
a cigarette tax receipts shortfall. All Funds user taxes and fees are revised up by $155
million for 2011-12, which includes the improvement from 2010-11 base receipts and
$43 million from items proposed with this Budget.

USER TAXES AND FEES
(millions of dollars)
2011-12 2012-13 Annual $ 2013-14 Annual $ 2014-15 Annual $
Projected Projected Change Projected Change Projected Change
General Fund*? 9,153 9,386 233 9,754 368 10,113 359
Sales Tax 8,406 8,635 229 9,006 371 9,366 360
Cigarette and Tobacco Taxes 514 513 @) 506 @) 500 6)
Alcoholic Beverage Taxes 233 238 5 242 4 247 5
State/All Funds 14,810 15,145 335 15,651 506 16,148 497
Sales Tax 11,950 12,283 333 12,808 525 13,318 510
Cigarette and Tobacco Taxes 1,786 1,767 (19) 1,738 (29) 1,710 (28)
Motor Fuel Tax 518 521 3 523 2 525 2
Highway Use Tax 140 148 8 147 1) 150 3
Alcoholic Beverage Taxes 233 238 5 242 4 247 5
Taxicab Surcharge 81 81 0 81 0 81 0
Auto Rental Tax 102 107 5 112 5 117 5
LExcludes Transfers.
2 Receipts from motor vehicle fees and alcohol beverage control license fees are now reflected under
miscellaneous receipts.

All Funds user taxes and fees in 2012-13 are projected to increase by $335 million
and then increase by $506 million in 2013-14 and $497 million in 2014-15.
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Business Taxes

BUSINESS TAXES
(millions of dollars)

2009-10 2010-11 Annual $ Annual % 2011-12 Annual $ Annual %

Actual Estimated Change Change Projected Change Change
General Fund 5,371 5,664 293 5.5% 6,251 587 10.4%
Corporate Franchise Tax 2,145 2,848 703 32.8% 3,157 309 10.8%
Corporation & Utilities Tax 722 634 (88) -12.2% 681 47 7.4%
Insurance Tax 1,331 1,191 (140) -10.5% 1,266 75 6.3%
Bank Tax 1,173 991 (182) -15.5% 1,147 156 15.7%
State/All Funds 7.459 7,673 214 2.9% 8,378 705 9.2%
Corporate Franchise Tax 2,511 3,270 759 30.2% 3,636 366 11.2%
Corporation & Utilities Tax 954 836 (118) -12.4% 892 56 6.7%
Insurance Tax 1,491 1,308 (183) -12.3% 1,392 84 6.4%
Bank Tax 1,399 1,184 (215) -15.4% 1,342 158 13.3%
Petroleum Business Tax 1,104 1,075 (29) -2.6% 1,116 41 3.8%

All Funds business tax receipts for 2010-11 are estimated at nearly $7.7 billion, an
increase of $214 million, or 2.9 percent from the prior year. The large increase in
corporate franchise tax receipts in 2010-11 is partially offset by smaller decreases in
receipts from the other business taxes.

All Funds corporate franchise tax receipts are estimated to be $3,270 million, an
increase of $759 million, or 30.2 percent from 2009-10. The year-to-year increase is
primarily due to an increase in corporate profit growth for calendar year 2010 of 28.8
percent. Both estimated payments from calendar year filers and audit receipts are
expected to be higher than in 2009-10. Estimated payments from calendar year 2010
filers are expected to increase 14 percent from the prior year while audit receipts are
estimated to increase by nearly $200 million, or 28.4 percent.

All Funds corporation and utilities receipts for 2010-11 are estimated to be $836
million, a decrease of $118 million, or 12.4 percent below last year. This decrease is
driven by a tax tribunal settlement refund ($37 million) as well as the March 2010
prepayment increase ($52 million) that accelerated payments into 2009-10 from 2010-11.
After accounting for these one-time items, underlying base growth is expected to
decrease by 3 percent.

All Funds insurance taxes receipts for 2010-11 are estimated to be $1,308 million, a
decrease of $183 million, or 12.3 percent below last year. This decrease is mainly
attributed to lower December estimated payments on current year liability. Current year
liability payments in December are estimated to be 23.2 percent lower than the prior year,
an unexpected decline because payments through September grew 7.3 percent. Industry
data indicate that property and casualty premiums have been in decline since 2006 with
commercial lines experiencing the most significant declines, possibly even shrinking in
2010. Other information also suggests that policyholders pared back their coverage to
minimum requirements during the economic downturn.

All Funds bank tax receipts for 2010-11 are estimated to be $1,184 million, a
decrease of $215 million, or 15.4 percent below last year. This is largely attributable to
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refunds that were delayed from 2009-10 to 2010-11. Absent the management of refunds,
the decline from 2009-10 would be 4.2 percent. Audits are estimated to decline $66
million, or 22.9 percent, from the prior year while gross collections less audits are
estimated to be flat compared to 2009-10.

General Fund business tax receipts for 2010-11 of nearly $5.7 billion are estimated to
increase by $293 million, or 5.5 percent from 2009-10. Business tax receipts deposited to
the General Fund reflect the All Funds trends discussed above.

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 Estimated Projected

Corporate Franchise Tax 3,998 3,220 2,511 3,270 3,636
Audit 1,189 905 698 896 728
Non-Audit 2,808 2,315 1,813 2,374 2,908
Corporation and Utilities Taxes 801 863 954 836 892
Audit 35 47 52 30 54
Non-Audit 767 816 902 806 838
Insurance Taxes 1,219 1,181 1,491 1,308 1,392
Audit 44 41 35 25 13
Non-Audit 1,175 1,140 1,456 1,283 1,379
Bank Taxes 1,058 1,233 1,399 1,184 1,342
Audit 104 455 290 224 165
Non-Audit 954 778 1,109 960 1,177
Petroleum Business Taxes 1,155 1,107 1,103 1,075 1,116
Audit 9 16 10 6 6
Non-Audit 1,146 1,091 1,093 1,069 1,110
Total Business Taxes 8,231 7,604 7,459 7,673 8,378
Audit 1,381 1,464 1,085 1,181 966
Non-Audit 6,850 6,140 6,374 6,492 7,412

All Funds business tax receipts for 2011-12 of roughly $8.4 billion are projected to
increase by approximately $705 million or 9.2 percent from the prior year. Corporation
franchise tax receipts for 2010-11 are projected to increase by $366 million, or
11.2 percent from the previous year. Adjusting for the credit deferral, growth is
estimated to be 8.1 percent. Corporate profits are projected to show year-over-year
growth of 6.2 percent in calendar year 2011 compared to 28.8 percent growth in 2010.
Bank tax receipts for 2011-12 are projected to increase by $158 million, or 13.3 percent
from the previous year. Adjusting for the management of refunds from 2009-10 to
2010-11, growth is flat for 2011-12. Insurance taxes are forecast to increase $84 million,
or 6.4 percent. The decline in insurance audit collections is offset by an increase in base
receipts as the economy continues to recover. Corporation and utilities taxes are
projected to grow by $56 million, or 6.7 percent. This is driven by forecasts of modest
growth in the telecommunications and residential energy sector as well as an increase in
audit receipts. The projected petroleum business tax increase of $41 million is due to a
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5 percent increase in the petroleum price index on January 1, 2011 and a projected
5 percent increase on January 1, 2012.

General Fund business tax receipts for 2011-12 of nearly $6.3 billion are projected to
increase $587 million, or 10.4 percent from the prior year. Business tax receipts
deposited to the General Fund reflect the All Funds trends discussed above.

BUSINESS TAXES CHANGE FROM MID-YEAR UPDATE FORECAST
(millions of dollars)
2010-11 2011-12
Mid-Year Executive $ % Mid-Year Executive $ %
Update Budget Change Change  Update Budget Change Change

General Fund 5,783 5,664 (119) -2.1% 6,452 6,251 (201) -3.1%
Corporate Franchise Tax 2,886 2,848 (38) -1.3% 3,234 3,157 77) -2.4%
Corporation & Utilities Tax 665 634 (31 -4.7% 743 681 62) -8.3%
Insurance Tax 1,278 1,191 87) -6.8% 1,335 1,266 (69) -5.2%
Bank Tax 954 991 37 3.9% 1,140 1,147 7 0.6%
State/All Funds 7,817 7,673 (144) -1.8% 8,571 8,378 (193) -2.3%
Corporate Franchise Tax 3,317 3,270 47 -1.4% 3,705 3,636 (69) -1.9%
Corporation & Utilities Tax 879 836 43) -4.9% 966 892 (74) -7.7%
Insurance Tax 1,410 1,308 (102) -7.2% 1,470 1,392 (78) -5.3%
Bank Tax 1,141 1,184 43 3.8% 1,334 1,342 8 0.6%
Petroleum Business Tax 1,070 1,075 5 0.5% 1,096 1,116 20 1.8%

Compared to the Mid-Year Update, 2010-11 All Funds business tax receipts are
estimated to decrease $144 million, or 1.8 percent. The decrease in tax receipts is the
result of the sharp decline in insurance current year liability as well as a year-to-date
shortfall in corporate franchise tax receipts. The decrease in the corporation and utilities
tax is offset by an increase in the bank tax.

All Funds business tax receipts for 2011-12 are nearly $8.4 billion, or $193 million
(2.3 percent) below the Mid-Year Update. The decrease reflects a reduction in the
insurance tax, corporate franchise tax and corporation and utilities tax estimates.
Changes to the bank tax and the petroleum business tax estimates are modest.

BUSINESS TAXES
(millions of dollars)

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

Projected Projected Change Projected Change Projected Change
General Fund 6,251 6,422 171 6,717 295 6,186 (531)
Corporate Franchise Tax 3,157 3,144 (13) 3,290 146 2,607 (683)
Corporation & Utilities Tax 681 750 69 780 30 803 23
Insurance Tax 1,266 1,318 52 1,376 58 1,438 62
Bank Tax 1,147 1,210 63 1,271 61 1,338 67
State/All Funds 8,378 8,638 260 8,990 352 8,547 (443)
Corporate Franchise Tax 3,636 3,659 23 3,837 178 3,199 (638)
Corporation & Utilities Tax 892 964 72 998 34 1,024 26
Insurance Tax 1,392 1,449 57 1,516 67 1,603 87
Bank Tax 1,342 1,414 72 1,483 69 1,561 78
Petroleum Business Tax 1,116 1,152 36 1,156 4 1,160 4
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All Funds business tax receipts for 2012-13, 2013-14, and 2014-15 reflect trend
growth that is determined, in part, by the expected level of corporate profits, the expected
profitability of banks, the change in taxable insurance premiums, residential energy
expenditures and the consumption of telecommunications services. Business tax receipts
and accompanying growth rates are estimated to be $8.6 billion (3.1 percent) in 2012-13,
$9.0 billion (4.0 percent) in 2013-14, and decline to $8.5 billion (-4.9 percent) in
2014-15. The decline in 2014-15 reflects the first year of the credit deferral payback to
taxpayers. General Fund business tax receipts will reflect the factors outlined above, and
are projected to be nearly $6.4 billion (2.7 percent) in 2012-13, $6.7 billion (4.5 percent)
in 2013-14, and decline to $6.2 billion (-7.9 percent) in 2014-15.

Other Taxes

OTHER TAXES
(millions of dollars)
2009-10 2010-11 Annual $ Annual % 2011-12 Annual $ Annual %
Actual Estimated Change Change Projected Change Change
General Fund' 885 1,099 214 24.2% 1,030 (69) -6.3%
Estate Tax 864 1,080 216 25.0% 1,015 (65) -6.0%
Gift Tax 2 1 1) -50.0% 0 1) 0.0%
Real Property Gains Tax 1) 0 1 -100.0% 0 0 0.0%
Pari-Mutuel Taxes 19 17 ) -10.5% 14 (3) -17.6%
All Other Taxes 1 1 0 0.0% 1 0 0.0%
State/All Funds 1,378 1,665 287 20.8% 1,650 (15) -0.9%
Estate Tax 864 1,080 216 25.0% 1,015 (65) -6.0%
Gift Tax 2 1 1) -50.0% 0 1) 0.0%
Real Property Gains Tax 1) 0 1 -100.0% 0 0 0.0%
Real Estate Transfer Tax 493 566 73 14.8% 620 54 9.5%
Pari-Mutuel Taxes 19 17 ) -10.5% 14 (3) -17.6%
All Other Taxes 1 1 0 0.0% 1 0 0.0%
! Excludes Transfers.

All Funds other tax receipts for 2010-11 are estimated to be just under $1.67 billion,
up $287 million or 20.8 percent from 2009-10 receipts, reflecting increases of
14.8 percent in real estate transfer tax receipts, and 25 percent in the estate tax as a result
of improving conditions in the equities, real estate and credit markets.

General Fund other tax receipts are expected to total almost $1.1 billion in fiscal year
2010-11, an increase of $214 million or 24.2 percent, due to the increases in the estate
tax.

All Funds other tax receipts for 2011-12 are projected to be approximately $1.65
billion, down $15 million or 0.9 percent from 2010-11 reflecting declines in estate tax
collections that are nearly offset by growth in the real estate transfer tax. General Fund
other tax receipts are expected to total $1,030 million in fiscal year 2011-12, a decrease
of $69 million, or 6.3 percent which is attributable to a projected decline in the estate tax
due to a drop in the number and average size of payments expected in 2011-12.
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OTHER TAXES CHANGE FROM MID-YEAR UPDATE FORECAST
(millions of dollars)
2010-11 2011-12
Mid-Year Executive $ % Mid-Year Executive $ %
Update Budget Change Change _ Update Budget Change Change
General Fund® 1,034 1,099 65 6.3% 989 1,030 41 4.1%
Estate Tax 1,015 1,080 65 6.4% 970 1,015 45 4.6%
Gift Tax 0 1 1 0.0% 0 0 0 0.0%
Real Property Gains Tax 0 0 0 0.0% 0 0 0 0.0%
Pari-Mutuel Taxes 18 17 1) -5.6% 18 14 4) -22.2%
All Other Taxes 1 1 0 0.0% 1 1 0 0.0%
State/All Funds 1,600 1,665 65 4.1% 1,570 1,650 80 5.1%
Estate Tax 1,015 1,080 65 6.4% 970 1,015 45 4.6%
Gift Tax 0 1 1 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 566 566 0 0.0% 581 620 39 6.7%
Pari-Mutuel Taxes 18 17 1) -5.6% 18 14 4) -22.2%
All Other Taxes 1 1 0 0.0% 1 1 0 0.0%
! Excludes Transfers.

All Funds other tax receipts in 2010-11 are revised up by $65 million from the Mid-
Year Update. All Funds other taxes are revised up by $80 million for 2011-12. These
revisions are mainly due to improvements in real estate markets resulting in upward
revisions in the real estate transfer tax ($39 million in 2011-12) and upward revisions to
estate tax revenue ($65 million in 2010-11 and $45 million in 2011-12).

OTHER TAXES
(millions of dollars)

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

Projected Projected Change Projected Change Projected Change
General Fund® 1,030 1,075 45 1,135 60 1,195 60
Estate Tax 1,015 1,060 45 1,120 60 1,180 60
Gift Tax 0 0 0 0 0 0 0
Real Property Gains Tax 0 0 0 0 0 0 0
Pari-Mutuel Taxes 14 14 0 14 0 14 0
All Other Taxes 1 1 0 1 0 1 0
State/All Funds 1,650 1,775 125 1,930 155 2,055 125
Estate Tax 1,015 1,060 45 1,120 60 1,180 60
Gift Tax 0 0 0 0 0 0 0
Real Property Gains Tax 0 0 0 0 0 0 0
Real Estate Transfer Tax 620 700 80 795 95 860 65
Pari-Mutuel Taxes 14 14 0 14 0 14 0
All Other Taxes 1 1 0 1 0 1 0

! Excludes Transfers.

The 2012-13 All Funds receipts projection for other taxes of just over $1.77 billion is
up $125 million or 7.6 percent from 2011-12 receipts. The forecast reflects continued
increases in household net worth as well as in the value of real property transfers.

The 2013-14 All Funds receipts projection for other taxes of just over $1.9 billion is

up $155 million or 8.7 percent from 2012-13 as continued growth in estate and real estate
transfer tax collections is expected.
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The 2014-15 All Funds receipts projection for other taxes is slightly more than $2.05
billion, up $125 million or 6.5 percent from 2013-14 receipts. Receipts from the real
estate transfer tax are projected to increase, reflecting the continued rebound in
residential and commercial transactions.

Miscellaneous Receipts and Federal Grants

MISCELLANEOUS RECEIPTS AND FEDERAL GRANTS
(millions of dollars)

2009-10 2010-11 Annual $ Annual % 2011-12 Annual $ Annual %

Actual Estimated Change Change Projected Change Change
General Fund 3,959 3,143 (816) -20.6% 3,148 5 0.2%
Miscellaneous Receipts1 3,888 3,083 (805) -20.7% 3,088 5 0.2%
Federal Grants 71 60 (11) -15.5% 60 0 0.0%
State Funds 23,473 23,679 206 0.9% 23,826 147 0.6%
Miscellaneous Receipts® 23,397 23,552 155 0.7% 23,681 129 0.5%
Federal Grants 85 127 42 49.4% 145 18 14.2%
All Funds 69,080 73,834 4,754 6.9% 68,087 (5,747) -7.8%
Miscellaneous Receipts® 23,557 23,736 179 0.8% 23,816 80 0.3%
Federal Grants 45,523 50,098 4,575 10.0% 44,271 (5,827) -11.6%

'Includes receipts from motor vehicle 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 $23.7 billion in 2010-11, an increase of $179 million from 2009-10.
General Fund reductions described below are more than offset by growth in other areas,
primarily SUNY revenue growth from expansions at the three SUNY teaching hospitals
($170 million), enrollment growth, and greater bond proceeds available for SUNY capital
projects ($397 million), and increased lottery fund receipts from the one-time receipt of
the franchise fee for rights to operate a VLT facility at Aqueduct ($380 million).

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 nearly $50.1 billion in 2010-11, an increase of $4.6
billion from 2009-10 driven by the receipt of ARRA monies.

General Fund miscellaneous receipts collections are estimated to be $3.1 billion in
2010-11, down $805 million from 2009-10 receipts. This decrease is primarily due to
timing of payments and the loss of several one-time revenues. General Fund Federal
grants are expected to decrease by $11 million from the prior year, due to the
implementation of the Medicare Part D subsidy.

All Funds miscellaneous receipts are projected to total $23.8 billion in 2011-12, an
increase of $80 million from the current year, largely driven by growth in SUNY and
HCRA receipts ($255 million and $225 million, respectively) partially offset by changes
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in bond proceeds funding for several capital improvement projects including economic
development and transportation ($115 million) and the non-recurrence of revenues
received during 2010-11 for the VLT franchise fee payment ($380 million).

All Funds Federal grants are projected to total $44.3 billion in 2011-12, a decline of
$5.8 billion from the current year reflecting a decrease in Federal ARRA funding.

General Fund miscellaneous receipts collections in 2011-12 are projected to remain
steady at $3.1 billion.

MISCELLANEOUS RECEIPTS AND FEDERAL GRANTS: CHANGE FROM MID-YEAR UPDATE FORECAST
(millions of dollars)
2010-11 2011-12
Mid-Year Executive $ % Mid-Year Executive $ %
Update Budget Change Change _ Update Budget Change Change

General Fund* 2,921 3,143 222 7.6% 2,881 3,148 267 9.3%

Miscellaneous Receipts? 2,861 3,083 222 7.8% 2,821 3,088 267 9.5%

Federal Grants 60 60 0 0.0% 60 60 0 0.0%
State Funds 23,156 23,679 523 2.3% 22,871 23,826 955 4.2%

Miscellaneous Receipts? 23,031 23,552 521 2.3% 22,734 23,681 947 4.2%

Federal Grants 125 127 2 1.6% 137 145 8 5.8%
All Funds 73,783 73,834 51 0.1% 69,151 68,087 (1,064) -1.5%

Miscellaneous Receipts? 23,218 23,736 518 2.2% 22,871 23,816 945 4.1%

Federal Grants 50,565 50,098 (467) -0.9% 46,280 44,271 (2,009) -4.3%
! Excludes Transfers.
2 Includes receipts from motor vehicle fees and alcohol beverage control license fees, previously reflected as "user taxes and fees."

All Funds miscellaneous receipts are projected to total $23.7 billion in 2010-11, an
increase of $518 million from the Mid-Year Update, reflecting new assumptions for the
timing of 18-A public utility assessments ($258 million) and SUNY dormitory fees ($116
million).

All Funds Federal grants are projected to total nearly $50.1 billion in 2010-11, a
decrease of $467 million from the Mid-Year Update driven by revisions to assumed
spending patterns for educational programs funded by Federal ARRA monies and the
Federal Jobs Fund program.

General Fund miscellaneous receipts are projected to total $3.1 billion in 2010-11, an
increase of $214 million from the Mid-Year Update. Revisions to the forecast reflect
timing of payments related to the 18-A utility assessment.

All Funds miscellaneous receipts are projected to total $23.8 billion in 2011-12, an
increase of $945 million from the Mid-Year Update, primarily driven by an increase in
provider assessments ($310 million), lottery revenues ($155 million), SUNY dormitory
fees ($141 million) and by the General Fund changes detailed below.

All Funds Federal grants are projected to total $44.3 billion in 2011-12, a downward

revision of $2.0 billion from the Mid-Year Update which primarily reflects the Federal
impact of Medicaid savings actions.
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General Fund miscellaneous receipts and Federal grants projections for 2011-12 have
been revised upward by $261 million from the Mid-Year Update, primarily due to
increased transfers from NYPA, and an item proposed with this Budget that would reduce
various abandoned property dormancy periods.

MISCELLANEOUS RECEIPTS AND FEDERAL GRANTS
(millions of dollars)
2011-12 2012-13 Annual $ 2013-14 Annual $ 2014-15 Annual $
Projected Projected Change Projected Change Projected Change
General Fund 3,148 2,887 (261) 2,465 (422) 2,036 (429)
Miscellaneous Receipts® 3,088 2,827 (261) 2,405 422) 1,976 429)
Federal Grants 60 60 0 60 0 60 0
State Funds 23,826 23,561 (265) 23,355 (206) 22,946 (409)
Miscellaneous Receipts® 23,681 23,416 (265) 23,210 (206) 22,801 (409)
Federal Grants 145 145 0 145 0 145 0
All Funds 68,087 63,977 (4,110) 65,623 1,646 70,421 4,798
Miscellaneous Receipts® 23,816 23,550 (266) 23,343 (207) 22,935 (408)
Federal Grants 44,271 40,427 (3,844) 42,280 1,853 47,486 5,206
'Includes receipts from motor vehicle fees and alcohol beverage control license fees, previously
reflected as "user taxes and fees.”

In 2012-13, General Fund miscellaneous receipts and Federal grants are projected to
be nearly $2.9 billion, down $261 million from 2011-12. This decrease primarily results
from the loss of NYPA payments.

General Fund miscellaneous receipts and Federal grants in 2013-14 are projected to
be nearly $2.5 billion, down $422 million from 2012-13. This decrease primarily results
from the reduction of the 18-A utility assessment and decreased abandoned property
revenues.

General Fund miscellaneous receipts and Federal grants in 2014-15 are projected to
be just over $2.0 billion, down $429 million from the prior year. This decrease primarily
results from the loss of the 18-A utility assessment and decreased abandoned property
revenues.

All Funds miscellaneous receipts are projected to decrease by $266 million in 2012-
13 driven by the General Fund decline and a projected decline in programs financed with
authority bond proceeds, including economic development and health projects ($692
million), partially offset by increases in HCRA ($199 million), provider assessments
($158 million), SUNY ($142 million) and lottery ($200 million) receipts.

Miscellaneous receipts decrease by $207 million in 2013-14 driven by the decline in
General Funds partially offset by increases in HCRA ($102 million) and lottery receipts
($68 million).

Miscellaneous receipts decrease by $408 million in 2014-15 driven by the decline in
General Funds and the projected decline in programs financed with authority bond
proceeds, including SUNY and health projects ($253 million), partially offset by
increases in SUNY receipts ($176 million).
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The loss of Federal ARRA aid drives the All Funds Federal grant decline of $3.8
billion in 2012-13. Annual growth returns of $1.9 billion in 2013-14 and $5.2 billion
driven primarily by Medicaid spending.
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General Fund Tax Receipts
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CURRENT STATE RECEIPTS
ALL GOVERNMENTAL FUNDS
2010-2011 and 2011-2012
(millions of dollars)

2010-2011 2011-2012 Annual
Revised Executive $ Change

Taxes:
Withholdings 30,776 31,802 1,026
Estimated Payments 9,751 10,925 1,174
Final Payments 1,967 2,190 223
Other Payments 1,091 1,104 13
Gross Collections 43,585 46,021 2,436
State/City Offset (48) (48) 0
Refunds (7,638) (7,464) 174
Reported Tax Collections 35,899 38,509 2,610
STAR (Dedicated Deposits) (30) 0 30
RBTF (Dedicated Transfers) 0 0 0
Personal Income Tax 35,869 38,509 2,640
Sales and Use Tax 11,513 11,950 437
Cigarette and Tobacco Taxes 1,621 1,786 165
Motor Fuel Tax 516 518 2
Alcoholic Beverage Taxes 228 233 5
Highw ay Use Tax 129 140 11
Auto Rental Tax 95 102 7
Taxicab Surcharge 81 81 0
Gross Utility Taxes and Fees 14,183 14,810 627
LGAC Sales Tax (Dedicated Transfers) 0 0 0
User Taxes and Fees 14,183 14,810 627
Corporation Franchise Tax 3,270 3,636 366
Corporation and Utilities Tax 836 892 56
Insurance Taxes 1,308 1,392 84
Bank Tax 1,184 1,342 158
Petroleum Business Tax 1,075 1,116 41
Business Taxes 7,673 8,378 705
Estate Tax 1,080 1,015 (65)
Real Estate Transfer Tax 566 620 54
Gift Tax 1 0 (1)
Real Property Gains Tax 0 0 0
Pari-Mutuel Taxes 17 14 3)
Other Taxes 1 1 0
Gross Other Taxes 1,665 1,650 (15)
Real Estate Transfer Tax (Dedicated) 0 0 0
Other Taxes 1,665 1,650 (15)
Payroll Tax 1,372 1,437 65
Total Taxes 60,762 64,784 4,022
Licenses, Fees, Etc. 627 455 (172)
Abandoned Property 650 745 95
Motor Vehicle Fees 1,281 1,383 102
ABC License Fee 46 49 3
Reimbursements 222 202 (20)
Investment Income 5 10 5
Other Transactions 20,905 20,972 67
Miscellaneous Receipts 23,736 23,816 80
Federal Grants 50,098 44,271 (5,827)
Total 134,596 132,871 (1,725)

33



RECEIPTS OVERVIEW

CASH RECHEIPTS
ALL GOVERNMENTAL FUNDS
2010-2011
(millions of dollars)

Special Capital Debt
General Revenue Projects Service

Fund Funds Funds Funds Total

Taxes:
Withholdings 30,776 0 0 0 30,776
Estimated Payments 9,751 0 0 0 9,751
Final Payments 1,967 0 0 0 1,967
Other Payments 1,091 0 0 0 1,091
Gross Collections 43,585 0 0 0 43,585
State/City Offset (48) 0 0 0 (48)
Refunds (7,638) 0 0 0 (7,638)
Reported Tax Collections 35,899 0 0 0 35,899
STAR (Dedicated Deposits) (3,300) 3,270 0 0 (30)
RBTF (Dedicated Transfers) (8,975) 0 0 8,975 0
Personal Income Tax 23,624 3,270 0 8,975 35,869
Sales and Use Tax 10,751 762 0 0 11,513
Cigarette and Tobacco Taxes 484 1,137 0 0 1,621
Motor Fuel Tax 0 108 408 0 516
Alcoholic Beverage Taxes 228 0 0 0 228
Highw ay Use Tax 0 0 129 0 129
Auto Rental Tax 0 35 60 0 95
Taxicab Surcharge 0 81 0 0 81
Gross Utility Taxes and Fees 11,463 2,123 597 0 14,183
LGAC Sales Tax (Dedicated Transfers) (2,688) 0 0 2,688 0
User Taxes and Fees 8,775 2,123 597 2,688 14,183
Corporation Franchise Tax 2,848 422 0 0 3,270
Corporation and Utilities Tax 634 187 15 0 836
Insurance Taxes 1,191 117 0 0 1,308
Bank Tax 991 193 0 0 1,184
Petroleum Business Tax 0 478 597 0 1,075
Business Taxes 5,664 1,397 612 0 7,673
Estate Tax 1,080 0 0 0 1,080
Real Estate Transfer Tax 566 0 0 0 566
Gift Tax 1 0 0 0 1
Real Property Gains Tax 0 0 0 0 0
Pari-Mutuel Taxes 17 0 0 0 17
Other Taxes 1 0 0 0 1
Gross Other Taxes 1,665 0 0 0 1,665
Real Estate Transfer Tax (Dedicated) (566) 0 119 447 0
Other Taxes 1,099 0 119 447 1,665
Payroll Tax 0 1,372 0 0 1,372
Total Taxes 39,162 8,162 1,328 12,110 60,762
Licenses, Fees, Etc. 627 0 0 0 627
Abandoned Property 650 0 0 0 650
Motor Vehicle Fees 36 421 824 0 1,281
ABC License Fee 46 0 0 0 46
Reimbursements 222 0 0 0 222
Investment Income 5 0 0 0 5
Other Transactions 1,497 14,881 3,620 907 20,905
Miscellaneous Receipts 3,083 15,302 4,444 907 23,736
Federal Grants 60 47,517 2,461 60 50,098
Total 42,305 70,981 8,233 13,077 134,596
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CASH RECEIPTS
ALL GOVERNMENTAL FUNDS
2011-2012
(millions of dollars)

Special Capital Debt
General Revenue Projects Service

Fund Funds Funds Funds Total

Taxes:
Withholdings 31,802 0 0 0 31,802
Estimated Payments 10,925 0 0 0 10,925
Final Payments 2,190 0 0 0 2,190
Other Payments 1,104 0 0 0 1,104
Gross Collections 46,021 0 0 0 46,021
State/City Offset (48) 0 0 0 (48)
Refunds (7,464) 0 0 0 (7,464)
Reported Tax Collections 38,509 0 0 0 38,509
STAR (Dedicated Deposits) (3,293) 3,293 0 0 0
RBTF (Dedicated Transfers) (9,628) 0 0 9,628 0
Personal Income Tax 25,588 3,293 0 9,628 38,509
Sales and Use Tax 11,208 742 0 0 11,950
Cigarette and Tobacco Taxes 514 1,272 0 0 1,786
Motor Fuel Tax 0 109 409 0 518
Alcoholic Beverage Taxes 233 0 0 0 233
Highw ay Use Tax 0 0 140 0 140
Auto Rental Tax 0 37 65 0 102
Taxicab Surcharge 0 81 0 0 81
Gross Utility Taxes and Fees 11,955 2,241 614 0 14,810
LGAC Sales Tax (Dedicated Transfers) (2,802) 0 0 2,802 0
User Taxes and Fees 9,153 2,241 614 2,802 14,810
Corporation Franchise Tax 3,157 479 0 0 3,636
Corporation and Utilities Tax 681 196 15 0 892
Insurance Taxes 1,266 126 0 0 1,392
Bank Tax 1,147 195 0 0 1,342
Petroleum Business Tax 0 497 619 0 1,116
Business Taxes 6,251 1,493 634 0 8,378
Estate Tax 1,015 0 0 0 1,015
Real Estate Transfer Tax 620 0 0 0 620
Gift Tax 0 0 0 0 0
Real Property Gains Tax 0 0 0 0 0
Pari-Mutuel Taxes 14 0 0 0 14
Other Taxes 1 0 0 0 1
Gross Other Taxes 1,650 0 0 0 1,650
Real Estate Transfer Tax (Dedicated) (620) 0 119 501 0
Other Taxes 1,030 0 119 501 1,650
Payroll Tax 0 1,437 0 0 1,437
Total Taxes 42,022 8,464 1,367 12,931 64,784
Licenses, Fees, Etc. 455 0 0 0 455
Abandoned Property 745 0 0 0 745
Motor Vehicle Fees 132 424 827 0 1,383
ABC License Fee 49 0 0 0 49
Reimbursements 202 0 0 0 202
Investment Income 10 0 0 0 10
Other Transactions 1,495 15,026 3,502 949 20,972
Miscellaneous Receipts 3,088 15,450 4,329 949 23,816
Federal Grants 60 41,823 2,309 79 44,271
Total 45,170 65,737 8,005 13,959 132,871
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CASH RECEIPTS
ALL GOVERNMENTAL FUNDS
2012-2013
(millions of dollars)

Special Capital Debt
General Revenue Projects Service

Fund Funds Funds Funds Total

Taxes:
Withholdings 32,256 0 0 0 32,256
Estimated Payments 11,028 0 0 0 11,028
Final Payments 2,293 0 0 0 2,293
Other Payments 1,149 0 0 0 1,149
Gross Collections 46,726 0 0 0 46,726
State/City Offset (48) 0 0 0 (48)
Refunds (7,854) 0 0 0 (7,854)
Reported Tax Collections 38,824 0 0 0 38,824
STAR (Dedicated Deposits) (3,322) 3,322 0 0 0
RBTF (Dedicated Transfers) (9,706) 0 0 9,706 0
Personal Income Tax 25,796 3,322 0 9,706 38,824
Sales and Use Tax 11,513 770 0 0 12,283
Cigarette and Tobacco Taxes 513 1,254 0 0 1,767
Motor Fuel Tax 0 109 412 0 521
Alcoholic Beverage Taxes 238 0 0 0 238
Highw ay Use Tax 0 0 148 0 148
Auto Rental Tax 0 39 68 0 107
Taxicab Surcharge 0 81 0 0 81
Gross Utility Taxes and Fees 12,264 2,253 628 0 15,145
LGAC Sales Tax (Dedicated Transfers) (2,878) 0 0 2,878 0
User Taxes and Fees 9,386 2,253 628 2,878 15,145
Corporation Franchise Tax 3,144 515 0 0 3,659
Corporation and Utilities Tax 750 199 15 0 964
Insurance Taxes 1,318 131 0 0 1,449
Bank Tax 1,210 204 0 0 1,414
Petroleum Business Tax 0 513 639 0 1,152
Business Taxes 6,422 1,562 654 0 8,638
Estate Tax 1,060 0 0 0 1,060
Real Estate Transfer Tax 700 0 0 0 700
Gift Tax 0 0 0 0 0
Real Property Gains Tax 0 0 0 0 0
Pari-Mutuel Taxes 14 0 0 0 14
Other Taxes 1 0 0 0 1
Gross Other Taxes 1,775 0 0 0 1,775
Real Estate Transfer Tax (Dedicated) (700) 0 119 581 0
Other Taxes 1,075 0 119 581 1,775
Payroll Tax 0 1,521 0 0 1,521
Total Taxes 42,679 8,658 1,401 13,165 65,903
Licenses, Fees, Etc. 445 0 0 0 445
Abandoned Property 725 0 0 0 725
Motor Vehicle Fees 109 422 824 0 1,355
ABC License Fee 51 0 0 0 51
Reimbursements 202 0 0 0 202
Investment Income 10 0 0 0 10
Other Transactions 1,285 15,667 2,813 997 20,762
Miscellaneous Receipts 2,827 16,089 3,637 997 23,550
Federal Grants 60 38,426 1,862 79 40,427
Total 45,566 63,173 6,900 14,241 129,880
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RECEIPTS OVERVIEW

CASH RECEIPTS
ALL GOVERNMENTAL FUNDS
2013-2014
(millions of dollars)

Special Capital Debt
General Revenue Projects Service

Fund Funds Funds Funds Total

Taxes:
Withholdings 34,435 0 0 0 34,435
Estimated Payments 11,110 0 0 0 11,110
Final Payments 2,291 0 0 0 2,291
Other Payments 1,226 0 0 0 1,226
Gross Collections 49,062 0 0 0 49,062
State/City Offset (48) 0 0 0 (48)
Refunds (7,992) 0 0 0 (7,992)
Reported Tax Collections 41,022 0 0 0 41,022
STAR (Dedicated Deposits) (3,510) 3,510 0 0 0
RBTF (Dedicated Transfers) (10,256) 0 0 10,256 0
Personal Income Tax 27,256 3,510 0 10,256 41,022
Sales and Use Tax 12,008 800 0 0 12,808
Cigarette and Tobacco Taxes 506 1,232 0 0 1,738
Motor Fuel Tax 0 110 413 0 523
Alcoholic Beverage Taxes 242 0 0 0 242
Highw ay Use Tax 0 0 147 0 147
Auto Rental Tax 0 41 71 0 112
Taxicab Surcharge 0 81 0 0 81
Gross Utility Taxes and Fees 12,756 2,264 631 0 15,651
LGAC Sales Tax (Dedicated Transfers)  (3,002) 0 0 3,002 0
User Taxes and Fees 9,754 2,264 631 3,002 15,651
Corporation Franchise Tax 3,290 547 0 0 3,837
Corporation and Utilities Tax 780 203 15 0 998
Insurance Taxes 1,376 140 0 0 1,516
Bank Tax 1,271 212 0 0 1,483
Petroleum Business Tax 0 515 641 0 1,156
Business Taxes 6,717 1,617 656 0 8,990
Estate Tax 1,120 0 0 0 1,120
Real Estate Transfer Tax 795 0 0 0 795
Gift Tax 0 0 0 0 0
Real Property Gains Tax 0 0 0 0 0
Pari-Mutuel Taxes 14 0 0 0 14
Other Taxes 1 0 0 0 1
Gross Other Taxes 1,930 0 0 0 1,930
Real Estate Transfer Tax (Dedicated) (795) 0 119 676 0
Other Taxes 1,135 0 119 676 1,930
Payroll Tax 0 1,610 0 0 1,610
Total Taxes 44,862 9,001 1,406 13,934 69,203
Licenses, Fees, Etc. 406 0 0 0 406
Abandoned Property 660 0 0 0 660
Motor Vehicle Fees 36 421 836 0 1,293
ABC License Fee 50 0 0 0 50
Reimbursements 197 0 0 0 197
Investment Income 10 0 0 0 10
Other Transactions 1,046 15,939 2,699 1,043 20,727
Miscellaneous Receipts 2,405 16,360 3,635 1,043 23,343
Federal Grants 60 40,321 1,820 79 42,280
Total 47,327 65,682 6,761 15,056 134,826
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RECEIPTS OVERVIEW

CURRENT STATE RECEIPTS
GENERAL FUND
2010-2011 and 2011-2012
(millions of dollars)

2010-2011 2011-2012 Annual
Revised Executive $ Change

Taxes:
Withholdings 30,776 31,802 1,026
Estimated Payments 9,751 10,925 1,174
Final Payments 1,967 2,190 223
Other Payments 1,091 1,104 13
Gross Collections 43,585 46,021 2,436
State/City Offset (48) (48) 0
Refunds (7,638) (7,464) 174
Reported Tax Collections 35,899 38,509 2,610
STAR (Dedicated Deposits) (3,300) (3,293) 7
RBTF (Dedicated Transfers) (8,975) (9,628) (653)
Personal Income Tax 23,624 25,588 1,964
Sales and Use Tax 10,751 11,208 457
Cigarette and Tobacco Taxes 484 514 30
Motor Fuel Tax 0 0 0
Alcoholic Beverage Taxes 228 233 5
Highw ay Use Tax 0 0 0
Auto Rental Tax 0 0 0
Taxicab Surcharge 0 0 0
Gross Utility Taxes and Fees 11,463 11,955 492
LGAC Sales Tax (Dedicated Transfers) (2,688) (2,802) (114)
User Taxes and Fees 8,775 9,153 378
Corporation Franchise Tax 2,848 3,157 309
Corporation and Utilities Tax 634 681 a7
Insurance Taxes 1,191 1,266 75
Bank Tax 991 1,147 156
Petroleum Business Tax 0 0 0
Business Taxes 5,664 6,251 587
Estate Tax 1,080 1,015 (65)
Real Estate Transfer Tax 566 620 54
Gift Tax 1 0 (1)
Real Property Gains Tax 0 0 0
Pari-Mutuel Taxes 17 14 3)
Other Taxes 1 1 0
Gross Other Taxes 1,665 1,650 (15)
Real Estate Transfer Tax (Dedicated) (566) (620) (54)
Other Taxes 1,099 1,030 (69)
Payroll Tax 0 0 0
Total Taxes 39,162 42,022 2,860
Licenses, Fees, Etc. 627 455 (172)
Abandoned Property 650 745 95
Motor Vehicle Fees 36 132 96
ABC License Fee 46 49 3
Reimbursements 222 202 (20)
Investment Income 5 10 5
Other Transactions 1,497 1,495 (2)
Miscellaneous Receipts 3,083 3,088 5
Federal Grants 60 60 0
Total 42,305 45,170 2,865
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RECEIPTS OVERVIEW

CASH RECEIPTS
CURRENT STATE RECEIPTS
GENERAL FUND
2011-2012 THROUGH 2014-2015
(millions of dollars)

2011-2012 2012-2013 2013-2014 2014-2015

Executive Projected Projected Projected

Taxes:
Withholdings 31,802 32,256 34,435 36,283
Estimated Payments 10,925 11,028 11,110 11,775
Final Payments 2,190 2,293 2,291 2,288
Other Payments 1,104 1,149 1,226 1,328
Gross Collections 46,021 46,726 49,062 51,674
State/City Offset (48) (48) (48) (48)
Refunds (7,464) (7,854) (7,992) (8,829)
Reported Tax Collections 38,509 38,824 41,022 42,797
STAR (Dedicated Deposits) (3,293) (3,322) (3,510) (3,693)
RBTF (Dedicated Transfers) (9,628) (9,706) (10,256) (10,700)
Personal Income Tax 25,588 25,796 27,256 28,404
Sales and Use Tax 11,208 11,513 12,008 12,488
Cigarette and Tobacco Taxes 514 513 506 500
Motor Fuel Tax 0 0 0 0
Alcoholic Beverage Taxes 233 238 242 247
Highw ay Use Tax 0 0 0 0
Auto Rental Tax 0 0 0 0
Taxicab Surcharge 0 0 0 0
Gross Utility Taxes and Fees 11,955 12,264 12,756 13,235
LGAC Sales Tax (Dedicated Transfers) (2,802) (2,878) (3,002) (3,122)
User Taxes and Fees 9,153 9,386 9,754 10,113
Corporation Franchise Tax 3,157 3,144 3,290 2,607
Corporation and Utilities Tax 681 750 780 803
Insurance Taxes 1,266 1,318 1,376 1,438
Bank Tax 1,147 1,210 1,271 1,338
Petroleum Business Tax 0 0 0 0
Business Taxes 6,251 6,422 6,717 6,186
Estate Tax 1,015 1,060 1,120 1,180
Real Estate Transfer Tax 620 700 795 860
Gift Tax 0 0 0 0
Real Property Gains Tax 0 0 0 0
Pari-Mutuel Taxes 14 14 14 14
Other Taxes 1 1 1 1
Gross Other Taxes 1,650 1,775 1,930 2,055
Real Estate Transfer Tax (Dedicated) (620) (700) (795) (860)
Other Taxes 1,030 1,075 1,135 1,195
Payroll Tax 0 0 0 0
Total Taxes 42,022 42,679 44,862 45,898
Licenses, Fees, Etc. 455 445 406 426
Abandoned Property 745 725 660 645
Motor Vehicle Fees 132 109 36 36
ABC License Fee 49 51 50 50
Reimbursements 202 202 197 197
Investment Income 10 10 10 10
Other Transactions 1,495 1,285 1,046 612
Miscellaneous Receipts 3,088 2,827 2,405 1,976
Federal Grants 60 60 60 60
Total 45,170 45,566 47,327 47,934
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RECEIPTS OVERVIEW

Personal Income Tax

User Taxes and Fees
Sales and Use Tax

Cigarette and Tobacco Taxes
Motor Fuel Tax

Auto Rental Tax

Taxicab Surcharge

Business Taxes
Corporation Franchise Tax
Corporation and Utilities Tax
Insurance Taxes

Bank Tax

Petroleum Business Tax

Payroll Tax
Total Taxes

Miscellaneous Receipts
HCRA

State University Income
Lottery

Medicaid

Industry Assessments
Motor Vehicle Fees

All Cther

Federal Grants

Total

CASH RECHPTS

SPECIAL REVENUE FUNDS

2010-2011 and 2011-2012
(millions of dollars)

2010-2011 2011-2012 Annual
Revised Executive $ Change
3,270 3,293 23
2,123 2,241 118
762 742 (20)
1,137 1,272 135
108 109 1
35 37 2
81 81 0
1,397 1,493 96
422 479 57
187 196 9
117 126 9
193 195 2
478 497 19
1,372 1,437 65
8,162 8,464 302
15,302 15,450 148
3,878 4,103 225
3,368 3,609 241
3,193 3,080 (113)
745 1,060 315
972 834 (138)
421 424 3
2,725 2,340 (385)
47,517 41,823 (5,694)
70,981 65,737 (5,244)
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RECEIPTS OVERVIEW

CASH RECHPTS
SPECIAL REVENUE FUNDS

2011-2012 THROUGH 2014-2015
(millions of dollars)

2011-2012 2012-2013 2013-2014 2014-2015

Projected Projected Projected Projected
Personal Income Tax 3,293 3,322 3,510 3,693
User Taxes and Fees 2,241 2,253 2,264 2,274
Sales and Use Tax 742 770 800 830
Cigarette and Tobacco Taxes 1,272 1,254 1,232 1,210
Motor Fuel Tax 109 109 110 110
Auto Rental Tax 37 39 41 43
Taxicab Surcharge 81 81 81 81
Business Taxes 1,493 1,562 1,617 1,703
Corporation Franchise Tax 479 515 547 592
Corporation and Utilities Tax 196 199 203 206
Insurance Taxes 126 131 140 165
Bank Tax 195 204 212 223
Petroleum Business Tax 497 513 515 517
Payroll Tax 1,437 1,521 1,610 1,701
Total Taxes 8,464 8,658 9,001 9,371
Miscellaneous Receipts 15,450 16,089 16,360 16,613
HCRA 4,103 4,303 4,404 4,453
State University Income 3,609 3,743 3,799 3,966
Lottery 3,080 3,283 3,351 3,372
Medicaid 1,060 1,217 1,217 1,220
Industry Assessments 834 842 853 865
Motor Vehicle Fees 424 422 421 421
All Other 2,340 2,279 2,315 2,316
Federal Grants 41,823 38,426 40,321 45,556
Total 65,737 63,173 65,682 71,540
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RECEIPTS OVERVIEW

CASH RECEIPTS
CAPITAL PROJECTS FUNDS
2010-2011 and 2011-2012
(millions of dollars)

2010-2011 2011-2012 Annual
Revised Executive $ Change
User Taxes and Fees 597 614 17
Motor Fuel Tax 408 409 1
Highw ay Use Tax 129 140 11
Auto Rental Tax 60 65 5
Business Taxes 612 634 22
Corporation and Utilities Tax 15 15 0
Petroleum Business Tax 597 619 22
Other Taxes 119 119 0
Real Estate Transfer Tax 119 119 0
Total Taxes 1,328 1,367 39
Miscellaneous Receipts 4,444 4,329 (115)
Authority Bond Proceeds 3,429 3,311 (118)
State Park Fees 56 24 (32)
Environmental Revenues 77 77 0
Motor Vehicle Fees 824 827 3
All Other 58 20 32
Federal Grants 2,461 2,309 (152)
Total 8,233 8,005 (228)
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RECEIPTS OVERVIEW

CASH RECEIPTS
CAPITAL PROJECTS FUNDS
2011-2012 THROUGH 2014-2015
(millions of dollars)

2011-2012 2012-2013 2013-2014 2014-2015

Projected Projected Projected Projected
User Taxes and Fees 614 628 631 639
Motor Fuel Tax 409 412 413 415
Highw ay Use Tax 140 148 147 150
Auto Rental Tax 65 68 71 74
Business Taxes 634 654 656 658
Corporation and Utilities Tax 15 15 15 15
Petroleum Business Tax 619 639 641 643
Other Taxes 119 119 119 119
Real Estate Transfer Tax 119 119 119 119
Total Taxes 1,367 1,401 1,406 1,416
Miscellaneous Receipts 4,329 3,637 3,535 3,282
Authority Bond Proceeds 3,311 2,630 2,520 2,266
State Park Fees 24 24 24 24
Environmental Revenues 77 77 77 77
Motor Vehicle Fees 827 824 836 836
All Other 90 82 78 79
Federal Grants 2,309 1,862 1,820 1,791
Total 8,005 6,900 6,761 6,489
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Personal Income Tax

User Taxes and Fees
Sales and Use Tax

Other Taxes
Real Estate Transfer Tax

Total Taxes

Miscellaneous Receipts

Mental Hygiene Patient Receipts

SUNY Dormitory Fees
Health Patient Receipts
All Other

Federal Grants

Total

Personal Income Tax

User Taxes and Fees
Sales and Use Tax

Other Taxes
Real Estate Transfer Tax

Total Taxes

Miscellaneous Receipts
Mental Hygiene Patient Receipts
SUNY Dormitory Fees

Health Patient Receipts

All Other

Federal Grants

Total

CASH RECHEIPTS
DEBT SERVICE FUNDS
2010-2011 and 2011-2012
(millions of dollars)

2010-2011 2011-2012 Annual
Revised Executive $ Change
i 8,975 9,628 653
2,688 2,802 114
F 2,688 2,802 114
447 501 54
r 447 501 54
12,110 12,931 821
907 949 42
298 325 27
458 482 24
136 128 (8)
15 14 (1)
d 60 79 19
13,077 13,959 882
CASH RECHIPTS
DEBT SERVICE FUNDS
2011-2012 THROUGH 2014-2015
(millions of dollars)
2011-2012 2012-2013 2013-2014 2014-2015
Projected Projected Projected Projected
9,628 9,706 10,256 10,700
2,802 2,878 3,002 3,122
2,802 2,878 3,002 3,122
501 581 676 741
501 581 676 741
12,931 13,165 13,934 14,563
949 997 1,043 1,064
325 352 375 404
482 505 529 554
128 128 128 98
14 12 11 8
79 79 79 79
13,959 14,241 15,056 15,706
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CASH FLOW

The following tables report monthly cash flow for All Funds tax receipts. Actual
results are provided for the first nine months of the current State fiscal year, and estimates
are reported for the remainder of 2010-11 and all of 2011-12. The monthly estimates for
2011-12 are primarily based on average shares from prior years adjusted for proposed
and previously enacted law changes that will impact normal cash flow. This section
contains sub-headings that detail actual cash flow results through December and compare
them with Mid-Year estimates and the Enacted Budget estimates. This section also
contains charts showing monthly General, Special Revenue, Capital Projects and Debt
Service Funds cash flows for total taxes and major tax categories and General Fund
miscellaneous receipts and Federal grants.

PERSONAL INCOME TAX

The personal income tax cash flow for 2010-11 has continued the atypical pattern in
2009-10, due mainly to the temporary high income tax rate increase and the timing of
financial bonuses. Both withholding and tax year 2010 estimated tax have generally
increased as the year has proceeded, as many affected taxpayers began to comply with
the tax increase and had more incomes subject to the higher rates. As in 2009-10, bonuses
from some of the large Wall Street banks, normally paid in January, were paid in
February. The settlement for tax year 2009 registered strong improvements largely
reflecting "catch up" by many high income taxpayers to their full tax rate liability
increases. April extension payments increased by almost 30 percent compared to the prior
year. Refunds on tax returns in the first quarter of 2010-11 reflect the shift of $500
million in "refund cap" amount from 2009-10 to 2010-11. Finally, approximately $2.4
billion in STAR transfer payments were delayed from December 2010 to January 2011.

Cash flow for 2011-12 is expected to exhibit a more normal cash flow pattern. One
exception is expiration of the temporary rate increase in December 2011, leading to flat
withholding growth for the bonus quarter, January-March 2012. STAR reimbursements
for property tax exemptions will revert back to the usual schedule and make the large
transfer payment in December. Proposed Executive Budget initiatives would not have an
appreciable impact on overall cash flow patterns.

USER TAXES AND FEES

The cash flow pattern in user taxes and fees follows a quarterly pattern, with months
at the conclusion of calendar quarters that are larger, reflecting the impact of quarterly
taxpayers. The 2011-12 cash flow for sales tax and other taxes in this category are
expected to be consistent with historical averages modified for tax law changes and
audits. Historically, the fourth-quarter share has been slightly smaller than the other
quarters.

BUSINESS TAXES

General Fund cash flow for business taxes typically follows a pattern of large
monthly collections in June, September, December and March. This pattern can be
affected by large audit and compliance collections as well as large refunds. In 2010-11,
the monthly cash flow pattern was not significantly impacted by these items.
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OTHER TAXES

General Fund cash flow for other taxes is dominated by the estate tax which
comprises 98.3 percent of the total. Unlike most taxes that have cash flow patterns
determined by statute and possible seasonal influences, the estate tax follows no regular
pattern during the year. Prior year cash flow gives little guidance to future cash flow
patterns. As a working concept, monthly cash flow for the estate tax for 2011-12 is
assumed to be uniform throughout the fiscal year. A minor portion of the tax category
comes from pari-mutuel taxes on horse racing which display some seasonality but have
little impact on overall cash flow.

GENERAL FUND 2010-11 MONTHLY CASHFLOW ACTUAL AND ESTIMATES (millions of dollars)
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total
Personal income tax 3,069 783 2,165 1,575 1,669 2,571 1,610 1,329 2,744 2,127 2,199 1,785 23,625
Gross collections 6,865 2,250 3,809 2,279 2,351 3,699 2,494 2,402 4,069 6,106 3,874 3,390 43,585
Refunds (2,773)  (1,206) (260) (179) (126) (134) (336) (572) (199) (48) (942) (912) (7,686)
STAR Fund deposit - - 497) - - (102) ) @3)  (158) (2,417) - 73) (3,300)
DRRF deposit/RBTF (1,023) (261) (887) (525) (556) (891) (540) (457) 967) (1,515) (733) (620) (8,975)
User taxes and fees 669 589 859 666 666 863 669 688 931 743 618 815 8,775
Sales and use taxes 612 534 792 604 604 791 610 630 869 682 571 764 8,063
Cigarette and tobacco taxes 39 36 47 38 46 51 39 42 41 35 34 35 484
Alcoholic beverage taxes 18 19 20 24 16 20 21 16 21 26 12 15 228
Business taxes 60 2 915 80 21 990 59 132 1,169 74 74 2,087 5,664
Corporation franchise tax 68 10 435 59 28 325 41 42 619 50 60 1,113 2,848
Corp. & utilities taxes 16 9) 83 19 (12) 140 1) 1) 160 2 4 234 634
Insurance taxes 6 1 214 1 8 251 9 5 234 7 5 451 1,191
Bank tax (29) 0 183 1 (2) 275 11 86 157 15 5 290 991
Other taxes 93 83 103 155 81 116 82 85 96 68 68 68 1,099
Estate & gift tax 92 81 101 153 79 114 80 84 96 67 67 67 1,081
Real property gains tax - - - - - - - - - - - - -
Pari-mutuel taxes 1 2 2 2 3 2 2 1 1 1 1 1 17
Other taxes - - 0 - 0 - 0 0 - - - 0 1
TOTAL 3,892 1,457 4,042 2,476 2,437 4,539 2,420 2,234 4,941 3,012 2,958 4,755 39,162
Miscellaneous Receipts 90 92 244 146 153 584 149 249 225 192 166 794 3,084
Licenses, Fees, etc. 47 56 55 56 53 69 54 72 48 39 42 38 628
Abandoned Property 0 (&) 77 3 28 43 32 129 68 48 43 185 650
ABC license fees 4 5 4 4 4 4 2 4 3 4 4 4 46
Motor vehicle fees - - - - - - - - - - - 36 36
Reimbursements 7 13 35 13 6 47 9 8 35 15 15 21 222
Investment Income 1 0 0 1 0 0 1 0 0 - 0 1 5
Other Transactions 31 23 74 69 62 421 52 37 71 86 62 510 1,497
Federal Grants 1 13 - - - - 16 - 14 - - 17 60
TOTAL RECEIPTS 3,982 1,561 4,286 2,622 2,591 5124 2,585 2,483 5,180 3,204 3,124 5,566 42,306
SPECIAL REVENUE FUNDS 2010-11 MONTHLY CASHFLOW ACTUAL AND ESTIMATES (millions of dollars)
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total

Personal income tax - - 497 - - 102 9 43 158 2,417 - 73 3,300
User taxes and fees 225 134 174 178 164 225 184 164 200 176 146 154 2,123
Sales and use taxes 110 51 72 55 54 70 55 57 77 59 53 50 762
Cigarette and tobacco taxes 81 73 94 94 99 133 101 97 105 88 85 88 1,137
Motor fuel tax 8 9 8 10 10 9 9 9 9 9 8 9 108
Taxicab Surcharge 19 1 0 20 1 1 19 0 - 20 0 0 81
Auto Rental Tax 7 - 1 0 0 11 0 0 9 0 0 8 35
Business taxes 32 55 202 63 54 207 57 72 214 55 70 318 1,397
Corporation franchise tax 8 1 70 11 12 49 8 15 88 7 23 131 422
Corp. & utilities taxes @) 13 28 5 (5) 36 4 ) 36 4 5 66 187
Insurance taxes 1 ) 25 1 1 26 2 1 25 1 1 34 117
Bank tax (10) 2 38 3 1 55 2 20 24 6 3 49 193
Petroleum business taxes 37 38 41 43 46 41 41 37 41 38 38 39 478
Other taxes - - - - - - - - - - - - -
MCTD Payroll Tax 137 119 80 100 118 68 96 113 103 170 151 117 1,372
TOTAL 257 307 953 341 336 602 346 392 675 2,817 367 663 8,192
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CAPITAL PROJECTS FUND 2010-11 MONTHLY CASHFLOW ACTUAL AND ESTIMATES (millions of dollars)

Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total
Personal income tax - - - - - - - - - - - - -
User taxes and fees 42 43 55 48 51 65 46 45 61 46 41 54 597
Motor fuel tax 31 34 31 37 39 36 35 33 34 36 31 32 408
Highway use tax 13 9 11 11 12 9 11 12 11 10 10 9 129
Auto rental tax (2) 0 13 0 0 19 0 0 16 0 0 13 60
Business taxes 47 48 54 55 57 53 51 46 54 48 48 52 612
Corp. & utilities taxes 0 0 3 0 0 2 ) (©)] 3 0 0 5 15
Petroleum business taxes 46 48 51 54 57 51 51 46 51 48 48 47 597
Other taxes - - 12 12 12 12 12 12 12 12 12 12 119
Real estate transfer tax - - 12 12 12 12 12 12 12 12 12 12 119
TOTAL 89 91 121 114 120 130 108 103 126 106 101 118 1,328
DEBT SERVICE FUNDS 2010-11 MONTHLY CASHFLOW ACTUAL AND ESTIMATES (millions of dollars)
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total
Personal income tax 1,023 261 887 525 556 891 540 457 967 1,515 733 620 8,975
User taxes and fees 190 189 264 201 201 264 203 210 290 228 192 256 2,688
Sales and use taxes 190 189 264 201 201 264 203 210 290 228 192 256 2,688
Business taxes - - - - - - - - - - - - -
Other taxes 45 43 39 48 43 37 36 30 20 40 30 35 447
Real estate transfer tax 45 43 39 48 43 37 36 30 20 40 30 35 447
TOTAL 1,258 494 1,190 774 801 1,192 778 698 1277 1,783 955 910 12,110
GENERAL FUND 2011-12 MONTHLY CASHFLOW PROJECTIONS (millions of dollars)
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total
Personal income tax 3,630 877 2,404 1,641 1,836 2,747 1,661 1,431 552 4949 2171 1,689 25,589
Gross collections 7,291 2,427 3,995 2375 2,576 4,033 2,604 2,597 4,468 6,651 3,838 3,165 46,021
Refunds (2,451) (1,258)  (268)  (187)  (127)  (133) (360)  (590)  (229) (52)  (944)  (914)  (7.511)
STAR Fund deposit - - (392) - - (178) 22) 74) (2.627) - - - (3,293)
DRRF deposit/RBTF (1,210) (292)  (932) (547)  (612)  (975) (561)  (502) (1,060) (1,650)  (724)  (563)  (9,627)
User taxes and fees 701 678 891 714 727 943 699 702 859 757 626 856 9,153
Sales and use taxes 635 617 826 644 662 873 640 642 795 692 578 803 8,406
Cigarette and tobacco taxes 47 42 46 46 47 50 41 40 43 38 36 39 514
Alcoholic beverage taxes 20 19 19 24 18 21 18 20 21 26 13 15 233
Business taxes (49) 6 1,166 90 118 1,323 151 118 1,329 117 172 1,708 6,251
Corporation franchise tax (63) @) 548 69 97 606 131 83 635 100 137 821 3,157
Corp. & utilities taxes 2 2 96 5 5 162 4 3 189 3 3 205 681
Insurance taxes 6 6 255 7 8 290 5 23 249 6 23 387 1,266
Bank tax 5 5 268 10 9 265 11 9 255 8 9 295 1,147
Other taxes 85 86 86 86 87 87 86 85 85 86 86 86 1,030
Estate & gift tax 85 85 85 85 85 85 85 85 85 85 85 84 1,015
Real property gains tax - - - - - - - - - - - - -
Pari-mutuel taxes 1 1 1 1 2 2 1 1 1 1 1 1 14
Other taxes 0 0 - 0 0 0 1
TOTAL 4,368 1,647 4,547 2,531 2,768 5,100 2,598 2,337 2,825 5909 3,054 4,339 42,023
Miscellaneous Receipts 368 29 196 160 121 532 131 229 239 204 219 589 3,088
Licenses, Fees, etc. 33 32 39 31 39 40 41 39 41 39 42 41 455
Abandoned Property 10 - 30 16 10 92 23 127 42 73 56 266 745
ABC license fees 5 4 4 5 4 5 3 3 3 4 5 3 49
Motor vehicle fees 30 30 30 42 132
Reimbursements 9 12 25 9 12 24 12 12 27 10 10 40 202
Investment Income 1 0 0 2 0 0 1 0 0 1 1 2 10
Other Transactions 311 51 98 97 55 371 52 48 96 47 76 194 1,495
Federal Grants - - 15 - - 15 - - 15 - - 15 60
TOTAL RECEIPTS 4,736 1,746 4,758 2,691 2,889 5,647 2,729 2,566 3,079 6,113 3,273 4,943 45,171
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SPECIAL REVENUE FUNDS 2011-12 MONTHLY CASHFLOW PROJECTIONS (millions of dollars)
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total

Personal income tax - - 392 - - 178 22 74 2,627 - - - 3,293

User taxes and fees 207 167 208 204 187 212 189 168 208 183 148 161 2,241

Sales and use taxes 60 54 75 57 57 74 57 60 81 61 56 50 742

Cigarette and tobacco taxes 119 105 117 116 120 117 102 99 108 93 84 94 1,272

Motor fuel tax 8 9 8 10 10 9 9 9 9 9 8 9 109

Taxicab Surcharge 20 - - 21 - - 20 - - 20 - - 81

Auto Rental Tax - - 8 - - 12 - 0 10 0 0 8 37

Business taxes 31 41 235 59 66 250 66 54 260 57 63 311 1,493

Corporation franchise tax (10) 1) 83 10 15 92 20 13 96 15 21 125 479

Corp. & utilities taxes 1 1 37 1 1 44 1 1 52 1 1 56 196

Insurance taxes 1 1 27 1 1 27 1 1 26 1 1 41 126

Bank tax 1 1 46 2 1 45 2 1 43 1 2 50 195

Petroleum business taxes 38 40 42 45 48 42 42 38 42 39 39 40 497

Other taxes - - - - - - - - - - - - -

MCTD Payroll Tax 138 118 79 108 123 72 101 122 110 181 161 124 1,437

TOTAL 376 326 913 371 375 713 377 418 3,205 422 372 596 8,464

CAPITAL PROJECTS FUND 2011-12 MONTHLY CASHFLOW PROJECTIONS (millions of dollars)
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total
Personal income tax - - - - - - - - - - - - -
User taxes and fees 44 43 56 48 52 68 48 46 63 47 42 56 614
Motor fuel tax 31 34 31 37 39 36 35 33 34 36 31 32 409
Highway use tax 13 9 11 12 13 11 13 13 12 11 11 10 140
Auto rental tax - - 14 - - 20 - - 17 - - 13 65
Business taxes 49 49 56 57 58 57 54 49 56 49 49 51 634
Corp. & utilities taxes 0 0 3 0 0 3 0 0 3 0 0 3 15
Petroleum business taxes 49 49 53 57 58 54 53 49 53 49 49 48 619
Other taxes - - 12 12 12 12 12 12 12 12 12 12 119
Real estate transfer tax - - 12 12 12 12 12 12 12 12 12 12 119
TOTAL 93 92 123 117 122 137 113 107 131 108 104 119 1,367
DEBT SERVICE FUNDS 2011-12 MONTHLY CASHFLOW PROJECTIONS (millions of dollars)
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Total

Personal income tax 1,210 292 932 547 612 975 561 502 1,060 1,650 724 563 9,627
User taxes and fees 212 206 275 215 221 291 213 214 265 231 193 267 2,802
Sales and use taxes 212 206 275 215 221 291 213 214 265 231 193 267 2,802
Business taxes - - - - - - - - - - - - -
Other taxes 52 52 40 40 40 40 40 40 40 40 40 40 501
Real estate transfer tax 52 52 40 40 40 40 40 40 40 40 40 40 501
TOTAL 1,473 550 1247 802 873 1,306 814 756 1,365 1,920 956 870 12,930
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General Fund Cashflow - Miscellaneous Receipts
and Federal Grants
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RESULTS TO DATE
April-December Results vs. the Mid-Year Update Projections

Cumulative results for the April to December period are $1.9 billion above the Mid-
Year forecast on a General Fund basis, mainly due to timing of STAR payments.

Personal Income Tax

April through December General Fund personal income tax receipts of $17.5 billion
were $2.3 billion above the Mid-Year forecast, mainly due to a delay of STAR transfers
from December 2010 to January 2011 ($2.4 billion), lower-than-expected refunds ($419
million ), and lower RBTF transfer ($67 million), offset by lower-than-expected gross
receipts ($687 million).

User Taxes and Fees

April through December General Fund user taxes and fees were $28.7 million more
than estimated due to stronger-than-anticipated sales and use tax collections ($26.5
million) and in cigarette and tobacco tax collections ($2.1 million).

Business Taxes

Year-to-date General Fund business tax receipts cash flow was $194 million lower-
than-estimated. The variance is attributable to lower-than-projected receipts from the
corporate franchise tax ($122 million), corporation and utilities taxes ($25 million), and
insurance taxes ($83.9 million), partially offset by higher-than-projected bank tax ($36.9
million) receipts.
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Other Taxes

April through December General Fund tax receipts were $61.9 million higher than the
Mid-Year estimate due to higher estate tax payments.

Miscellaneous Receipts and Federal Grants

General Fund miscellaneous receipts and Federal grants were $34.1 million above
Financial Plan estimates mainly due to higher-than-expected abandoned property
transfers ($52.2 million) and licenses and fees receipts ($21.2 million), which are slightly
offset by lower-than-expected receipts from medical provider assessments ($39.2
million).

All Other

The remainder of the change from the Mid-Year Update was due to decreases in
transfers from other funds ($78.2 million).

April- December Results vs. Enacted Budget Projections

Cumulative results for the April to December period are $1.6 billion above the
Enacted Budget, mainly due to timing of STAR payments.

Personal Income Tax

April through December General Fund personal income tax receipts of $17.5 billion
were $2.1 billion above Enacted Budget projections. The variance is mainly due to a
delay of STAR transfers from December 2010 to January 2011 ($2.4 billion), lower-than-
expected refunds ($409 million), and lower RBTF transfer ($118 million), offset by
lower-than-expected gross receipts ($879 million).

User Taxes and Fees

April through December General Fund user taxes and fees were $66.5 million below
Enacted Budget projections. Due to slightly weaker than expected economic conditions,
sales tax receipts are down roughly $66 million from Enacted Budget projections.

Business Taxes

Year-to-date General Fund business tax receipts fell below Enacted Budget
projections by $378.8 million. The largest component of this shortfall, or $329 million,
was in corporate franchise tax receipts, and resulted from a $189.5 million over-
estimation of current year liability and lower audit receipts ($111.8 million). Bank tax
receipts were $120 million higher-than anticipated as a result of higher-than-expected
payments on current year liabilities, higher audits and lower refunds. Insurance taxes
were $90.1 million below Enacted Budget cash flow estimates the result of lower receipts
on current year liability while corporation and utilities taxes were lower-than-projected
by $79.7 million. Lower gross receipts and lower audits account for this unfavorable
variance in corporation and utilities taxes.
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Other Taxes

Year-to-date General Fund other taxes were $82.9 million above the Enacted Budget
forecast largely due to strong estate tax receipts.

Miscellaneous Receipts and Federal Grants
General Fund miscellaneous receipts and Federal grants were $96.8 million above

Enacted Budget projections due mainly to higher -than-anticipated collections from
licenses and fee collections ($48.2 million), and abandoned property ($40.8 million).

All Other

The remainder of the change from the Enacted Budget projections was due to a
decrease in transfers from other funds ($44.8 million).
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REVENUE ACTIONS

The 2011-12 Budget includes a net positive increment of just over $456 million in All
Funds receipts reflecting the revenue actions contained in this budget.  The
accompanying table summarizes the revenue proposals by type of action required and
provides a short description of the proposal, the date that the proposal will become
effective, the Fund type where revenue will be deposited, the last time an action was
taken in the area, and the incremental revenue gain or loss from the proposed action.
This table represents gross revenue adds and reductions without any adjustments for
associated spending changes, movements across funds or General Fund spending offsets.

REVENUE ACTIONS LIST

Fund Type Year of Annual Annual
Description and Current Proposed Last Revenue Revenue
Agency Effective Date Category Fee Fee Change SFY 2011-12 SFY 2013-14
(000s) (000s)
. TAX AND ASSESSMENT ACTIONS
Tax and Assessment Actions-Subtotal $0 $0
Il. NEW OR INCREASED FEES
CFS Establish fee for Statewide central SFMR N/A $60 N/A $11,922 $11,922
registrar clearance checks - 4/1/11
Racing Racing purse surcharge - 4/1/11 SFMR 0% 2.75% N/A $7,600 $8,500
New or Increased Fees-Subtotal $19,522 $20,422
lll. LOOPHOLE CLOSING ACTIONS
Tax Repeal exemption for large GFTX N/A N/A N/A $22,000 $16,000
cooperative insurance companies -
47111
Loophole Closing Actions -Subtotal $22,000 $16,000
IV. TAX ENFORCEMENT ACTIONS
Tax Offset certain tax debts against lottery GFTX N/A N/A N/A $5,000 $10,000
winnings - 4/1/11
Tax Improve compliance through tax GFTX N/A N/A N/A $200,000 $200,000
modernization initiatives - 4/1/11
Tax Enforcement Actions-Subtotal $205,000 $210,000
V. OTHER REVENUE ACTIONS
Lottery Provide free play allowance to all SFMR N/A N/A N/A $38,000 $38,000
tracks - 4/1/11
Lottery Increase the number of 75% instant SFMR N/A N/A N/A $4,000 $4,000
games - 4/1/11
Lottery Remove location restrictions on Quick SFMR N/A N/A N/A $10,000 $44,000
Draw - 4/1/11
Lottery Increase prize payout percentage on SFMR N/A N/A N/A $0 $0
multi-jurisdictional games - 4/1/11
Lottery Multi-state progressive video lottery SFMR N/A N/A N/A $2,000 $3,000
games - 4/1/11
Key:
CF = Capital Projects Fund GF = General Fund SF = Special Revenue Funds
DF = Debt Service Funds MR = Miscellaneous Receipts TX =Tax
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Fund Type Year of Annual Annual
Description and Current Proposed Last Revenue Revenue
Agency Effective Date Category Fee Fee Change SFY 2011-12 SFY 2013-14
(000s) (000s)
Lottery Various Lottery sales efficiency actions SFMR N/A N/A N/A $100,000 $109,000
- 4/1/11
0OSC Reduce various abandoned property GFMR N/A N/A 2010 $55,000 $15,000
dormancy periods - 4/1/11
Other Revenue Actions-Subtotal $209,000 $213,000
VI. NEW, REFORMED, OR EXPANDED TAX CREDITS
Tax Reform Excelsior jobs program - GFTX N/A N/A N/A $0 $0
4/1/11
Tax Expand the Low Income Housing Tax GFTX N/A N/A N/A $0 $0
credit - 4/1/11
New or Expanded Tax Credits — Subtotal $0 $0
VII. TECHNICAL CORRECTIONS AND EXTENDERS
NYPA Power for Jobs program - 4/1/11 GFMR N/A N/A N/A $0 $0
Tax Authorize New York to participate in a GFTX N/A N/A N/A $0 $0
national compact to collect excess
lines insurance tax - 4/1/11
Tax Make tax shelter reporting provisions GFTX N/A N/A N/A $0 $0
permanent - 4/1/11
Tax Make permanent major provisions of GFTX N/A N/A N/A $0 $0
the bank tax and extend temporary
GLB provisions - 4/1/11
Tax Extend the Alternative Fuels tax GFTX/ CFTX N/A N/A N/A $0 $0
exemption - 4/1/11
Tax Extend Financial Services ITC for one GFTX N/A N/A N/A $0 $0
year - 4/1/11
Tax Provide Empire State Development GFTX N/A N/A N/A $0 $0
with authority to decertify noncompliant
Empire Zones (EZ) program
participants - 4/1/11
Tax Pari-Mutuel extender - 4/1/11 GFTX N/A N/A N/A $0 $0
Tax Modernize certain fuel definitions - GFTX N/A N/A N/A $0 $0
4/1/11
Tax Simplify the motor vehicles fees CFTX/ SFTX N/A N/A N/A $0 $0
distribution - 4/1/11
Technical Corrections and Extenders -Subtotal $0 $0
ALL REVENUE ACTIONS — GRAND TOTAL $455,522 $459,422
Key:
CF = Capital Projects Fund GF = General Fund SF = Special Revenue Funds
DF = Debt Service Funds MR = Miscellaneous Receipts TX =Tax
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OVERVIEW

The nation's recovery from the longest and most severe recession since the 1930s has
been a difficult road, surviving a number of shocks and remaining on a slow but steady
expansionary path. However, the recovery has failed to build sufficient momentum to
breathe life into the labor market, despite a $787 billion Federal spending program.
Private sector employment has risen for 12 consecutive months, but job growth has
barely exceeded growth in the labor force. By the end of 2010, the unemployment rate
was still less than a percentage point below its October 2009 peak of 10.1 percent, and
only about 1.3 million of the 8.5 million private sector jobs that were lost have returned.
Although the unwinding of the largest inventory correction since the 1930s appeared to
be fueling the nation's recovery early on, final sales remained weak. The housing
market's response to a government credit program was mostly transitory, with more than
one fifth of the nation's homes reported still to be "underwater," saddled with mortgage
debt that exceeds their market value. Credit markets are improving, but only gradually,
particularly for small businesses.

Figure 1
Outlook for Real U.S. GDP Growth and Inflation
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Source: Moody’s Economy.com; DOB staff estimates.
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At present, most private economists judge the probability of a double-dip recession to
be negligible. But toward the end of last year, both the monetary and fiscal authorities
had come to question the capacity of the private economy to take up the slack once
Federal spending petered out. These doubts prompted the initiation of new programs by
both the Congress and the Federal Reserve to stimulate economic activity. This new
stimulus is expected to strengthen existing trends that were already providing some
forward motion to the economy, including a rebuilding of inventories, global growth, low
long-term interest rates, rising equity markets, and renewed private sector investment.
Indeed, the public boost to private sector momentum may already have become evident.
Preliminary data for the fourth quarter of 2010 indicates that final sales growth, which
was unusually weak during the early stage of the recovery, is picking up. Real household
spending of over 4 percent is estimated for the fourth quarter, which, if realized, would
represent the first quarter of such growth since 2006Q4. The Budget Division projects
real U.S. GDP growth of 3.0 percent for 2011, following growth of 2.8 percent for 2010
(see Figure 1).

Going forward, the economy will continue to be supported by expansionary monetary
and fiscal policy, with the impact of the overhang from the credit/housing market bubble
gradually waning with time. However, due to the lag between economic activity and
revenue growth, state and local governments are likely to remain under intense fiscal
pressure. With the labor market expected to gain strength over the course of the year, the
unemployment rate is expected to gradually decline, ending the year at 9.0 percent. Thus,
the labor market is slowly improving, but the high degree of slack remains. Although
energy prices have recently surged, the absence of any significant wage pressure is
expected to delay their transmission into the “core” measure of inflation that excludes the
volatile food and energy components, at least for the moment. Inflation of 1.8 percent is
projected for 2011, as measured by growth in the Consumer Price Index, following 1.6
percent for 2010.

The New York State economy’s first year of recovery has also been shaky. The State
economy appeared to start 2010 on a strong footing; total employment grew 0.3 percent
on a year-over-year basis in 2010Q2, the first quarter of growth since the third quarter of
2008. However, with the equity market correction that began in April triggered by the
euro-zone debt crisis, the State’s economic recovery appeared to take a pause, consistent
with national trends. But by the end of the third quarter, financial market activity began
to rebound. That development, combined with strong tourist activity and the support of
Federal stimulus programs, appears to have put the State’s economic recovery back on
track. The Budget Division projects State employment growth of 0.7 percent for 2011,
on an annual average basis, following a decline of 0.1 percent for 2010. Levels of
financial market activity remain well below their 2007 peak levels, and a substantial
amount of uncertainty surrounds finance industry profitability and executive
compensation as a result of the recently passed financial reform package. State wages are
projected to rise 3.2 percent in 2011, following growth of 4.0 percent in 2010. Both of
these growth rates are well below historical averages.
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THE NATIONAL ECONOMY

Historically, the deepest recessions have tended to bounce back the fastest. But five
quarters after the official business cycle trough, real U.S. GDP had still not surpassed its
pre-recession peak. Based on Budget Division estimates, that peak was finally passed
during 2010Q4. Figure 2 plots the cumulative path of real GDP for the six most recent
business cycles, excluding the short 1980 cycle, 16 quarters from the cyclical peak. The
two recessions that began in 1990 and 2001, respectively, were very mild from the
standpoint of lost output, and the subsequent recoveries moderately paced. In contrast,
the 1973-75 and 1981-82 recessions were much more severe and the subsequent
recoveries much stronger. The current recovery’s long duration before re-crossing the
zero line is unprecedented during the postwar period, and is testament to both the length
and depth of the recession.

Figure 2
Real U.S. GDP Growth 16 Quarters Following Cyclical Peak
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Note: Plotted data represent cumulative real U.S. GDP growth 16 quarters out
from the cyclical peak quarter (indicated by the labels); large circles indicate
official cyclical troughs.

Source: Moody’s Economy.com; DOB staff forecast.

The national economy has received a large dose of government support, and both the
Federal Reserve and U.S. Congress are committed to continuing that aid, supporting the
Budget Division forecast for real U.S. GDP growth accelerating to well over 3 percent for
2012 and beyond. The 2007-2009 recession was the longest and most severe since the
1930s, with the U.S. economy sustaining a 4.1 percent peak-to-trough loss in output over
six quarters. Had it not been for both activist monetary and fiscal policy, the duration of
the recession would almost certainly have been even longer. Moreover, both the
monetary and fiscal authorities have embarked on new rounds of stimulus going into
2011. Given the risks associated with continued activism, including accelerating
inflation and a widening government budget deficit, the wisdom of these actions will
undoubtedly be debated for many years to come.
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TABLE 1
ARRA FUNDING SUMMARY
Total Funds Funds Paid Percent
($B) Out* ($B) Paid Out
Tax Benefits $288 $243 85%
Contracts, Grants & Loans $275 $173 63%
Entitlements $224 $178 80%
Total $787 $595 76%

* As of January 8, 2011.
Source: ww w .recovery.gov.

Federal fiscal policy support has taken several forms. In February 2009, the Congress
enacted the American Recovery and Investment Act (ARRA), a comprehensive $787
billion package that provided extended unemployment benefits, supplemental nutritional
assistance, aid to state and local governments, temporary tax relief for individuals and
businesses, funding for new construction projects, and research and development.! About
three quarters of these funds have been paid out (see Table 1), implying approximately
$200 billion of additional spending to be paid out during the forecast period.

According to a recent CBO report, real GDP is estimated to be between 1.4 and 4.1
percentage points higher in the third quarter of 2010 due to the impact of ARRA.> In
addition, the unemployment rate is estimated to be between 0.8 and 2.0 percentage points
lower, and the level of employment between 1.4 million and 3.6 million higher due to the
spending program. Table 2 presents CBO’s estimates for the impact of ARRA on output
and employment for the entire 2009 and 2010 calendar years.

TABLE 2
CBO ESTIMATES OF ARRA IMPACT

Q4 OVER Q4 PERCENTAGE POINT CHANGES

2009 2010
Low High Low High
Real GDP 1.5 34 1.1 35
Employment 0.9 1.9 1.3 3.5

Source: CBO, November 2010.

Just before several major provisions of Federal tax law were about to expire at the
end of last year, the Congress passed and the President signed into law the Tax Relief,
Unemployment Insurance Reauthorization and Job Creation Act of 2010. This piece of
legislation extended for two more years the tax cut provisions incorporated in the
Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) and the Jobs
and Growth Tax Relief Reconciliation Act of 2003 (JGTRRA).> The new law also

" CBO has raised its cost estimate of ARRA to $814 billion.

2 For more detail please see “Estimated Impact of the American Recovery and Reinvestment Act on
Employment and Economic Output From July 2010 through September 2010”, CBO, November 2010,
<http://www.cbo.gov/ftpdocs/119xx/doc11975/11-24-ARRA.pdf>, viewed November 30, 2010.

* EGTRRA created a new 10-percent regular income tax bracket for a portion of taxable income that was
previously taxed at 15 percent. The law also reduced the remaining existing marginal income tax rates
from 28 percent, 31 percent, 36 percent and 39.6 percent to 25 percent, 28 percent, 33 percent, and 35
percent, respectively. JGTRRA reduced the top capital gains tax rate from 20 to 15 percent and the top
individual rate on dividends from 35 to 15 percent.

63



http://www.cbo.gov/ftpdocs/119xx/doc11975/11-24-ARRA.pdf

ECONOMIC BACKDROP

extends some provisions of ARRA, creates a one-year “payroll tax holiday,” and extends
unemployment benefits for long-term jobless workers and some low-income tax credits.

As indicated in Table 3, the cost of the new tax relief act is valued at close to $900
billion through 2015, although the impact is largely concentrated in the 2011 and 2012
tax years, which span Federal fiscal years 2011, 2012, and 2013.* Much of the cost is
associated with the extension of personal income tax relief under EGTRRA ($310 billion
for 2011-15 fiscal years). The bill’s temporary payroll tax cut, which reduces the
employee contribution to the Social Security Trust Fund from 6.2 percent to 4.2 percent,
is valued at $112 billion for 2011. This provision replaces the Making Work Pay
program implemented under ARRA, which reduced personal income tax withholding and
phased out at $75,000 for individuals and $150,000 for joint filers. Although the payroll
tax cut is twice as large as Making Work Pay, it is less targeted toward low-income
households, which have the highest marginal propensities to spend, and therefore is not
expected to be proportionately more stimulative.

* The total value of the new tax relief package does not represent $900 billion net additional stimulus
relative to past Budget Division forecasts. For example, in the Mid-year forecast, DOB assumed that the
Bush tax cuts would only be allowed to expire for the highest earners and that both unemployment benefits
and the Making Work Pay relief would get extended. Thus, only the value of extending the tax cuts for
high income earners ($60 billion) and the excess of the value of the payroll tax cut over the value of
Making Work Pay ($52 billion) represent net new stimulus in the Executive Budget forecast.
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TABLE 3
Estimated Impact of "Tax Relief, Unemployment Insurance Reauthorization and Job
Creation Act 0f 2010"

Federal Fiscal Year 2011 2012 2013 2011-15
Extension of Tax Relief -99,025 -187,395 -105,322 -407,586
Extension of 2001 Tax Relief (EGTRRA) -82,643 -155,877 -71,817 -310,340
Individual income taxrate relief -68,358 -104,843 -34,309 -207,510
The child tax credit -7,075 -35,565 -29,056 71,697
Marriage penalty relief -6,331 -13,386 -7,155 -26,872
Education Tax Relief -790 -1,648 -837 -3,279
Other Incentives for Families and Children’ -87 -430 -458 -973
Alaska Native Settlement Trusts 2 -5 2 -9
Extension of 2003 Tax Relief (JGTRRA) -15,154 -11,200 -10,957 -53,151
Capital gains tax -10,477 2,355 -1,915 -25,877
Taxon Dividends -4,677 -13,555 -9,042 -27,274
Extension of 2009 Tax Relief (ARRA) -1,228 -20,318 -22,548 -44,095
Extension of American opportunity tax -1,194 -7,094 -9,277 -17,566
Childcare Credit earnings treshold 0 -9,826 -9,917 -19,743
Increase in earned income tax credit percentage -18 -1,845 -1,822 -3,685
EIC modification and simplification -16 -1,553 -1,532 -3,101
Alternative Minimum Tax Relief -85,833 -67,597 16,754 -136,676
Estate and Gift Tax Relief -4,546 -28,050 -29,349 -67,515
BExtension of Investment Incentives -55,430 -58,224 315 -65,054
Extension of Ul Benefits -34,515 -21,642 -100 -56,435
Employee Payroll Tax Holiday -67,239 -44,414 0 -111,653
Extension of Certain Expiring Provisions? -27,546 -15,587 -2,046 -47,919
NET TOTAL -374,134 -422,909 -119,748 -892,838

"Includes dependent care tax credit, adoption credit and employer provided childcare credit.
% Includes incentives for clean energy, other research and development, and individual and business tax relief

programs.

Source: Joint Committee on Taxation; Congressional Budget Office.

Months before the tax compromise was signed into law, the Federal Reserve had
signaled a renewed commitment to supporting the nation’s seemingly fragile recovery.
Figure 3 illustrates how expansive the central bank’s programs have been — the asset side
of its balance sheet rising from $877 billion at the end of 2007 to almost $2.4 trillion at
the end of 2010 — and suggests the challenge that lies ahead for both the economy and the
central bank in reining in its balance sheet as economic conditions improve. Indeed,
early in 2010 the Federal Reserve conducted tests of methods to implement its exit
strategy. But by the spring, a deteriorating economic outlook and an unresponsive
unemployment rate led the Federal Reserve to announce that it would maintain its
holdings of securities at their present levels by reinvesting the principal payments from
agency debt and agency mortgage-backed securities in longer-term Treasury securities.
Figure 3 shows that as its non-Treasury holdings started to mature in the middle of 2010,
the central bank promptly replaced them with Treasury securities, keeping the total
volume of assets relatively constant.

At its November meeting the Federal Open Market Committee (FOMC) said that it
would not only continue the reinvestment program, but would also expand the central
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bank’s balance sheet through the purchase of an additional $600 billion of long- and
medium-term Treasury securities. It expects these purchases to be completed by the end
of the second quarter of 2011, though the FOMC has also said that it will monitor this
new purchase program as to both size and pace of purchases, with an eye to fostering
“maximum employment and price stability.” The announcement appeared to coincide
with a rise in confidence as reflected in equity price growth and eventually rising interest
rates, although the relationship among these events has become a subject of much debate.

Figure 3
The Expansion of the Federal Reserve Balance Sheet
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Source: Moody’s Economy.com.

With the economy picking up momentum starting in the fourth quarter, the handoff
from the public to the private sector appears to be back on track. As a result, barring any
substantial positive or negative shocks, the economy is expected to grow at an average
annualized quarterly growth rate of about 3.5 percent for the next three years before
gradually tapering off to its long-run pace of about 2.4 percent (see Figure 4). Box 1
provides a sobering reminder of just how far there is to go before the economy recovers
its prerecession peaks in four key monthly economic indicators. At the pace implied by
the Budget Division forecast, the national economy is not expected to reach its
“potential” level, defined as the level of output the economy has the capacity to produce
given its labor force, capital stock, and technology, until the middle of 2015 (see Figure
5).
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Percent Change (SAAR)
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Real US GDP Growth
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Source: Moody’s Economy.com; DOB staff estimates.

Figure 5

Real US GDP: Actual vs. Potential
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BOX 1
RECOVERING FROM THE GREAT RECESSION

Business cycles are defined by a group of private economists at the National Bureau of Economic
Research (NBER) Business Cycle Dating Committee. Although the Dating Committee designated June
2009 as the trough of the 2007-2009 recession, five quarters later, economic output, as defined as real
U.S. GDP was still below its pre-recession peak, unprecedented during the postwar period. The severity of
the recession is well illustrated by the monthly series the Dating Committee uses to determine business
cycle peaks and troughs. These series include: real personal income minus transfers, nonfarm payroll
employment, industrial production, and real manufacturing and trade sales.

NBER Recession Indicators
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The four monthly economic series that appear above are generally considered coincident indicators.
Three of the four series reached a trough in June 2009, with the fourth indicator, employment, starting to
turn up in January 2010, although the hiring and layoff of Census workers added some additional volatility
to the job counts. Each of these data series is a stark reminder of why this last downturn has come to be
known as the Great Recession.

Labor Market: Firms Doing More with Less

The nation’s labor market is expected to gradually improve over the course of 2011,
with total employment growing 1.3 percent on an annual average basis, following a
decline of 0.5 percent in 2010. The private sector has added jobs each month since
January 2010, only six months beyond the official end of the recession in June 2009.
This contrasts with the prior recovery, which saw private sector job losses in 16 of the

> When BLS publishes its 2010 benchmark revision on February 4, 2011, the March 2010 level of
employment will be revised down by 366,000 jobs. Thus, it is possible that the labor market turning point
occurred later than currently reflected in the data; see <http://www.bls.gov/ces/cesprelbmk.htm>, viewed
January 14, 2011.
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first 20 months following the recession trough. Figure 6 examines labor market behavior
before and after the last six recession troughs. The difference between the most recent
three economic recoveries and the prior three is striking. Although there is likely no
single factor that distinguishes the two groups, the competitive pressures wrought by
increasing globalization and the restructuring of U.S. corporations in response to those
pressures are doubtlessly key.

Figure 6
US Private Employment Before and After Recession Trough
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There is currently much debate over the causes of the current recovery’s slow pace of
job growth and their implications for the labor market going forward. Foremost is the
slow pace of output growth, which has characterized all of the last three recoveries, as
illustrated in Figure 2. Global competitive pressures may have altered the behavior of
large multinational firms during downturns, with firms reducing their costs by
accelerating the transfer of production capacity overseas. The impact of these transfers
and their impact on efficiency appear in the profits data rather than the productivity data.
Real output has yet to recover its prerecession peak, but Figure 7 shows that corporate
profits have indeed surpassed their prior peak in total, though the same cannot be said of
the individual components. “Rest of world” profits were notably the least affected by the
downturn. It is also noteworthy that while credit markets are improving, credit remains
tight for small businesses that are also the least likely to have overseas operations.
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Figure 7
U.S. Corporate Profits
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Figure 8
The Construction Sector Will Be Late to the Expansion
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With the problems plaguing both the residential and commercial real estate sectors, a
traditional support to cyclical growth has been missing entirely from this expansion (see
Figure 8). The housing sector is closely associated with other areas of consumer demand
that have also been depressed during this expansion. The rising cost of hiring and the
uncertainty surrounding the cost of implementing health care reform may also be
contributing to the sluggish pace of employment growth.
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BOX 2
ARE SERVICES INDUSTRIES BECOMING MORE CYCLICAL?

Figure 9 clearly shows that the nation’s services industries have become much more cyclical since the
1960s, diminishing the argument that the transformation from an industrial to a services-based economy
has been a moderating force. An industry is deemed more cyclically sensitive if either the amplitude of its
own cycles has become greater or if slower growth during downturns has evolved into outright declines.
But a close examination of the individual services-producing industries indicates that they are not all
created equal. For example, the figure below shows how increasingly cyclical professional and business
services employment has become since 1968, a development that could be related to global economic
integration and the growing volume of overseas sales of services. The U.S. Bureau of Economic Analysis
(BEA) data indicate that in the 40 years between 1968 and 2008, real services exports have increased 784
percent to $491 billion. Although the volume of real goods exports is larger ($1,157 billion) and has grown
faster over the period (over 1000 percent), the growth in services exports is still impressive considering the
intrinsically local nature of much of services production. Both real goods and services exports fell in 2009.

The fastest growing component of exports services by far is “other private services,” which comprises
about 44 percent of all services exports and has grown over 7000 percent since 1968. BEA reports that
business, professional, and technical services account for nearly half of this category, which includes
computer and information services; management and consulting services; research and development and
testing services; operational leasing services; installation, maintenance, and repair of equipment; and legal
services. Another major category of “other private services” is financial services, which includes
brokerage, underwriting, and private placement services; financial management, financial advisory, and
custody services; credit card and other credit related services; and securities lending, electronic funds
transfer, and other financial services. Also included are insurance services (mainly reinsurance) and
telecommunications services.

Employment Growth in Selected Service Sectors
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Also among the fastest growing components of services exports are travel services, which include
purchases by foreign visitors to the United States for food, lodging, recreation, gifts, and other small
expenses related to a foreign visit. Real travel services exports related to foreign tourism and business
travel grew over 900 percent between 1968 and 2008 and is likely a factor explaining the increased
cyclicality in leisure and hospitality employment over the period. In contrast, those services industries that
tend to largely serve local or regional markets appear to be no more cyclical now than four decades ago.
For example, the peaks and troughs in transportation and warehousing employment continue to reflect the
economy overall, while education and health services jobs appear less cyclical, perhaps due to a more
stable demand for healthcare by an aging baby-boomer population.
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Over the course of the postwar period, the national economy has gradually been
transforming itself from a manufacturing-based economy to a services-based economy.
Indeed, there was much speculation only a few years ago that this phenomenon was
contributing to what became known as the Great Moderation, the observation, now
largely discredited, that economic fluctuations had been gradually dampening over time.°
However, over the same period, services industries themselves have become more
cyclical, as indicated in Figure 9, providing less of a cushion during downturns and
making them more dependent on employers’ confidence that a nascent recovery will
endure. For some industries, the amplitude of their cycles has become greater, while for
others slower growth during downturns has evolved into outright declines. As the
evidence in Box 2 suggests, some of this increased cyclicality may be due to the nation’s
increasing integration into the global economy.

Figure 9
Is Services Employment Becoming More Cyclical?
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A portion of the current amount of unemployment may be structural. As of the
December employment report, the number of long-term unemployed, defined as those
without a job for 27 weeks or more, represented 44.3 percent of the total number of
unemployed. Although that share is below its May 2010 peak of 45.6 percent, it remains
historically high. Workers who have been detached from the workforce for a long period
may not be keeping their job skills up to date and may thus be perceived as less
employable. In addition, the extension of unemployment benefits may be delaying the
search for a new job for some workers.” Finally, for some occupations, employers may
be having a harder time filling positions during the current recovery than during the prior

8See 2006-07 Executive Budget — Economic and Revenue Outlook, “Is the Business Cycle in Remission?”
p-40. <https://www.budget.ny.gov/pubs/archive/fy0607archive/fy0607app4/appd4.pdf>

7 A recent study finds that “in the absence of extended benefits, the unemployment rate would have been
about 0.4 percentage point lower at the end of 2009.” See
<http://www.frbsf.org/publications/economics/letter/2010/e12010-12.html>, viewed January 22, 2011.
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recoveries, possibly due to a need for specialized skills not prevalent among the currently
unemployed.

The impact of Federal stimulus programs, global growth, a gradual revival in
household spending, along with continued growth in private business investment will
help to ensure that accelerating job growth is sustainable, despite continued weakness in
the real estate market. Table 4 shows that well over 2 million jobs will be created in
2011, led by professional and business services; health care and private education;
wholesale and retail trade; and leisure, hospitality, and other services. Indeed,
management, administrative support, and waste services jobs, the category that contains
temporary help services, will continue to make the best showing, portending stronger
private job growth going forward. As shown in Figure 10, increases in temporary help
employment tend to lead total private sector job growth. The results of a statistical model
that measures whether growth in temporary help jobs tends to lead private sector hiring
overall indicate that when the former start to grow, the latter can be expected to start
growing, on average, three quarters later.® With state and local governments continuing
to experience intense fiscal pressure, the government sector overall will make virtually no
contribution to job growth in the current year.

TABLE 4
JOB GROWTH TO ACCELERATE IN 2011

2009 2010 2011

Dec-Dec Dec-Dec Q4-Q4 % Change

(000s) (000s) (000s)

Total Private (4,714) 1,296 2,302 2.1
Utilities (5) 7 (6) (1.2)
Construction (997) (114) 85 1.5
Manufacturing and Mining (1,395) 232 107 0.9
Wholesale Trade (232) 58 114 2.0
Retail Trade (548) 126 277 1.9
Transportation and Warehousing (221) 34 62 1.5
Information (160) (42) 35 1.3
Finance and Insurance (221) (46) 31 0.5
Real Estate, Rental, and Leasing (119) (31) 6 0.3
Professional and Technical Services (297) 4 146 2.0
Management, Admin. Support, and Waste Services (438) 378 388 4.1
Education Services 33 84 122 3.7
Health Care and Social Assistance Services 287 337 376 23
Leisure, Hospitality, and Other Services (402) 283 430 2.3

Government (92) (230) 5 0.0

Total (4,806) 1,066 2,307 1.8

Source: Moody's Economy.com; DOB staff estimates.

Another promising signal that labor market growth is poised to accelerate is the
substantial decline in initial claims for unemployment insurance benefits (see Figure 11).
The four-week moving average level of weekly claims has almost reached the 400,000
mark; only the labor market recovery from the early 1990s recession took longer. With
growth in the labor force expected to accompany an improving job market, the national

¥ A Granger causality test was used to test whether temporary-help services employment “Granger causes”
private sector employment. The Akaike Information Criterion is used to determine the model’s optimal lag
structure. The results are statistically significant at a level below 1 percent.
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unemployment rate is projected to average 9.3 percent for 2011, down only slightly from
9.6 percent in 2010.

Figure 10
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Figure 12
Productivity Growth and Real Private Average Hourly Earnings
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One consequence of the extraordinarily deep job cuts made by employers during the
recession was high productivity growth. Figure 12 indicates that prior to the early 1990s,
productivity tended to fall during recessions. During the 1990-91 recession, productivity
continued to grow, but the rate of growth fell over the course of the relatively brief
downturn. The experience of the 2001 recession was quite different, with the rate of
productivity growth actually rising over its course. The behavior of productivity growth
in the most recent downturn was a throwback to recessions past, falling in the fourth
quarter of 2008 and then exhibiting accelerating growth. By the first quarter of 2010, the
third quarter of the expansion, productivity growth had reached 6.3 percent, the highest
since the first quarter of 1962. The productivity gains achieved toward the end of the last
two recessions and the early phases of the recovery were likely reflective of the sharp
declines in the workforce during the downturns and the failure of the workforce to grow
during the early stage of the recovery. It has become clear that many firms have used the
downturn as an opportunity to become leaner and more efficient. Going forward, these
productivity increases should be seen as laying the foundation for future hiring as the
business sector becomes more confident about the recovery and credit conditions
simultaneously improve.

Figure 12 also includes the fluctuation in real average hourly earnings over the
business cycle and illustrates how real earnings generally track changes in productivity,
though they are much more stable. Although recent productivity gains bode well for
future wage growth, the high degree of slack in the labor force could imply a long wait
for workers before their wages catch up. The Budget Division projects wage growth of
4.6 percent for 2011, following growth of 2.1 percent for 2010.” Wages fell 4.3 percent

? In the last Executive Budget and the Financial Plan updates that followed, the Budget Division forecasts
incorporated the expectation that marginal Federal tax rates would rise for the wage earners in the top two
income brackets at the end of 2010 with the expiration of the EGTRRA and JGTRRA. As a result, it was
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in 2009, the first decline since 1954. The improvement in wage growth is expected to
raise personal income growth to 5.0 percent for 2011, following growth of 3.0 percent for
2010 and a decline of 1.7 percent for 2009. Projected growth rates for both wages and
total personal income are well below historical averages and reflect the large degree of
slack in the U.S. labor market that will likely persist for some time to come.

Household Deleveraging Continues

U.S. consumers may finally be coming out of their three-year slumber, with high
frequency spending data signaling strong fourth quarter growth. The Budget Division
projects real consumption spending to rise 3.6 percent in 2011, the briskest annual rate of
growth since 2000, following growth of 1.8 percent in the prior year. If the Budget
Division 2010Q4 forecast for 4.5 percent growth is realized, real consumption growth
will have finally surpassed its 2007Q4 prerecession peak after 12 quarters. Virtually
every source of support for consumer spending collapsed during the recession, resulting
in real consumption falling in five of the six quarters from the first quarter of 2008
through the second quarter of 2009.'"° This protracted decline in the level of real
household spending is unprecedented in the history of the quarterly data. But a careful
examination of the forces that led to the dramatic pullback in consumer spending
indicates that the acceleration in fourth quarter spending is likely to extend well into 2011
and beyond.

As discussed above, the traumatic loss of 8.4 million jobs eliminated the primary
source of income for a large number of workers. Almost 10 million unemployed workers
were receiving unemployment insurance benefits under state and Federal programs in the
week ending January 1, 2011. This number excludes those who exhausted their benefits
after 99 weeks. The insecurity invoked by the fear of losing a job can also have a
negative impact on spending. As a result, the net gain of about 1.1 million jobs since
January 2010 not only implies a source of income for those million workers directly
affected, but also produces an increasing sense of security among the entire workforce.

In addition to labor income, credit market conditions are critical to spending growth.
Figure 13 illustrates this fact by comparing real consumption growth to bank willingness
to lend to consumers, as measured by the Federal Reserve Board’s Senior Loan Officer
Survey. Bank lending to households is expected to continue to improve in 2011,
although at a lesser pace than exhibited in the second half of 2010. The two most
important determinants of banks’ willingness to expand consumer credit are short-term
interbank borrowing costs and default risk, which tends to be inversely related to
economic growth. Default rates are expected to continue falling as the recovery
progresses, although that trend will be partially offset by an upward creep in borrowing
costs. With credit now a bit looser, consumer credit has grown for two consecutive
months starting in October and November 2010, the first two consecutive monthly
increases since the middle of 2008. However, growth in nonrevolving credit, such as car
loans, more than accounts for this growth, as revolving credit, that includes credit card

expected that some employers will shift the payment of wages, particularly bonus payouts, from the first
quarter of 2011 to the final quarter of 2010, thus permitting employees to take advantage of the lower tax
rates. With the passage of the tax compromise discussed above, we now assume that tax rates on ordinary
income will rise for the top income earners in 2013.

' Real consumption grew 0.1 percent in 2008Q2.
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debt, has fallen continuously since August 2008. Consequently, there is still much room
for improvement in credit market conditions for consumers going forward.

Figure 13
Credit Conditions Improving But Still Tight for Consumers
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In the wake of the collapse of the housing bubble in the middle of 2006, U.S.
households and nonprofit organizations lost $17.2 trillion in net worth, including both
financial and nonfinancial sources of wealth.'' Since the technical end of the recession in
the second quarter of 2009, $10.3 trillion of that wealth has been restored. But a more
detailed look at the numbers offers insight into the sluggish spending behavior of
consumers. Between the summer of 2007, when credit markets first showed signs of
stress, and the end of the recession, households lost $11.8 trillion in financial wealth. But
since then, $9.9 trillion has come back, largely with the improvement in equity and bond
markets. Unfortunately, the same cannot be said for nonfinancial wealth. Since the third
quarter of 2006, U.S. households lost $6.8 trillion in real estate wealth, with only $350
million having returned as of 2010Q3.

TABLE 5
MEDIAN VALUES FOR FAMILIES WITH ASSET HOLDINGS
BY PERCENTILE OF INCOME
(Dollars in Thousands)

Ratio of top
decile to
Asset type Less than20 20-39.9 40-59.9 60-79.9 80-89.9 90-100 bottom quintile
Financial assets $2 $7 $19 $60 $132 $405 238
Nonfinancial assets $40 $77 $139 $246 $360 $800 20
Primary residence $100 $120 $150 $215 $300 $500 5

Source: 2007 Survey of Consumer Finances Chartbook , Federal Reserve Board.

" Net worth data are based on Moody’s Economy.com smoothed estimates of the Federal Reserve flow of
funds data.
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Table 5 provides some evidence of how various types of asset holdings are distributed
across the population by income. The ratios of top-decile median holdings to those of the
bottom quintile give an indication of how relatively concentrated a given type of wealth
is among the top 10 percent of households. For example, financial assets are the most
concentrated, as the top decile’s median family holdings are 238 times the value of those
in the bottom 20 percent. Thus, the rise and fall in financial asset values accrue
disproportionately to high-income households. In contrast, holdings related to home
ownership appear relatively more evenly distributed, with a ratio of only five. Thus,
declines in home values, and the resulting destruction of real estate wealth, are likely to
have had their greatest impact on households with the lowest incomes and, thus, the
highest marginal propensity to consume.

The use of housing as a support for spending growth at the height of the housing
bubble cannot be overstated. Mortgage debt grew 72 percent between the end of the
2001 recession and the home price peak in 2006Q1. This compares to growth of 28
percent over the first 17 quarters of the 1990s expansion. Moreover, when home prices
were rising, homeowners were extracting equity from their homes through mortgage
refinancing to finance current spending (see Figure 14). In the wake of the housing
market collapse, the volume of equity cash-outs fell an estimated 84 percent from its
2006 peak of about $350 billion, contributing to the deep deleveraging that continues to
put downward pressure on spending.

Figure 14
Home Equity Cash-Out Volume
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Figure 15
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Passenger Car and Light Truck Sales
20 -
18 - Forecast
16 -
14 - /
12 +
2
610 1
S 8-
6 -
4 -
2 -
o T T T T T T T T T T

1967 1971 1975 1979 1983 1987 1991 1995 1999 2003 2007 2011 2015

Note: Shaded areas represent U.S. recessions.
Source: Moody’s Economy.com; DOB staff estimates.

Figure 15 compares the rate of personal savings out of disposable income with the
ratio of household net wealth to disposable income. As household wealth falls relative to
current income, households save more out of income in order to begin to restore some of
what has been lost. As a result, the personal savings rate has risen from 1.4 percent in
2005 to 5.9 percent for the first three quarters of 2010. The low savings rate that
characterized much of the recent expansion reflects in large part the accumulation of
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paper wealth and cheap credit that fed not only the demand for new homes but also the
demand for durable goods, such as autos, furniture, and appliances. Figure 16 shows the
record levels of light vehicle sales attained during the 2002-2007 expansion and the steep
decline that followed.

Figure 17
Household Debt as Percent of Disposable Income
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In the sixteen quarters since the business cycle peak, households have made
substantial headway in the deleveraging process. As illustrated in Figure 17, household
debt has fallen from its peak of 130.2 percent of disposable personal income in the third
quarter of 2007 to 117.6 percent in the third quarter of 2010. Meanwhile, the rate of
saving out of disposable personal income has fallen from 6.3 percent in June to 5.3
percent in November. These developments coincide with the solid fourth quarter
spending growth, including a rise in vehicle sales above an annualized value of 12
million, the highest since the third quarter of 2008.

The decline in the rate of deleveraging helps to pave the way for an accelerating rate
of spending growth going forward. Rising equity markets, a slowly improving labor
market, Federal stimulus spending, and improving credit conditions are also expected to
support a progressive comeback in household spending. Real spending for services and
nondurable goods, the less cyclical component of household consumption, is projected to
rise 2.8 percent in 2011, following growth of 1.1 percent for 2010. Real spending for the
more cyclical durable goods component is projected to rise 10.3 percent in 2011,
following a 7.8 percent decline in 2010. Projected growth in durable spending implies a
gradual rise in light vehicle sales to their long-run annualized value of about 15 million
vehicles per year by the end of 2014.
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Housing Starts, thousands

Thousands

The Budget Division's outlook calls for improving consumption growth despite very
little stimulus from the housing market and the associated induced demand for goods
Real residential housing investment showed
some signs of life in the second quarter of 2010 with the expiration of the Federal home
buyers’ credit program at the end of April, but the program appeared only to draw
forward activity from future quarters, as illustrated in Figure 18.

such as home furniture and appliances.

Figure 18
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investment is projected to rise 6.1 percent in 2011, after a decline of 2.6 percent in 2010.
However, high unemployment and the sensitivity of equity markets to shocks will
continue to represent considerable downside risks to the demand for housing and all of
household spending for the next few quarters.

An average of 1.5 million households were formed each year between 1996 and 2006,
while housing starts averaged 1.7 million a year over the same period (see Figure 18).
The resulting oversupply produced a large and growing volume of unsold homes when
prices started to drop in middle of 2006. As depicted in Figure 19, some progress had
been made toward reducing the overhang resulting from the housing boom, but some of
that progress was likely undone by rising foreclosures, which put upward pressure on
inventories and downward pressure on construction. The Census Bureau inventories data
do not include homes put on the market by banks at the close of a foreclosure proceeding,
so it is uncertain precisely how the market is being affected by the rising foreclosure rate
(see Figure 20). A statistical analysis described in Box 3 indicates that the impact could
be substantial. In addition, because of the lag between the time a homeowner goes into
arrears and the point at which a foreclosed home goes back on the market, foreclosures
could continue to put upward pressure on inventories even as the labor market improves.

Figure 20
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Figure 20 also indicates that the home vacancy rate has fallen but remains high, with
rental home vacancies recently registering their highest readings since the government
began collecting such data in 1956. Thus, falling home prices, high vacancy rates, and
the continued addition to the inventory of unsold homes by foreclosures add a substantial
amount of short-term risk to the Budget Division forecast for both residential investment
and associated household durable goods spending (see Box 3). Moreover, weakness in
home prices may be impeding the expansion of small businesses as well. On the other
hand, the rate of household formation, which varies consistently with the business cycle,
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is likely to pick up as the economy recovers. Given the delay with which the housing
market is joining the recovery, this critical market may provide future stimulus to the
expansion as it matures, creating upside risk to the forecast longer-term.

BOX 3
HOUSING MARKET RISKS

As of the third quarter of 2010, 1.9 million homeowners were in foreclosure and another 1.9 million
were delinquent on their mortgages for more than 90 days, putting them at a very high risk of foreclosure.
Together these two groups comprise the “seriously delinquent.” A large fraction of these homeowners end
up moving out of their homes, either by selling their homes at a steep discount or by losing their homes to
lending institutions, which in turn put them on the market often at a reduced price. These homes are not
reported in the Census Bureau's official home inventory statistics and consequently are often referred to as
shadow inventory. Of course high levels of inventory put downward pressure on home prices, particularly
when the seller is a bank looking for a quick sale. The figure below indicates that the number of seriously
delinquent properties has risen significantly since 2006 and currently exceeds the combined number of
new and existing single family homes for sale.

Seriously Delinquent Loans
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According to Realty Trac’s most recent quarterly report, 188,000, or 25 percent, of all residential sales
in the third quarter of 2010 were foreclosed proper‘[ies.1 Of those, 114,000 were owned by banks and
therefore also referred to as real-estate-owned properties, or REOs. Foreclosed properties sold at a price
32 percent below that of other sales. REOs were sold at an even bigger discount of 41 percent. Although
foreclosures dipped in both November and December in the wake of the “robo-signing” controversy,
foreclosure activity is reportedly expected to accelerate in the first quarter of this year, with the market
returning to more normal levels of activity in the second quarter.

Based on a system of equations that estimates housing starts, the inventory of homes for sale, home
prices, residential investment, and durable consumption, a one percent increase in the housing inventory —
defined as the official plus the shadow inventory — lowers housing starts by 0.4 percent. If a large fraction
of seriously delinquent properties enters the market, both housing starts and home prices are negatively
affected. Housing starts are a direct indicator of residential investment, while residential investment is a
significant predictor of real durable consumption. As a result, we conclude that increases in foreclosures
and the shadow inventory of REOs poses a substantial risk to the recovery in both residential investment
and consumption spending.

T See <http://www.realtytrac.com/content/news-and-opinion/foreclosure-homes-account-for-25-percent-of-all-q3-2010-
residential-sales-6194>, viewed January 21, 2011.
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Business Spending Revives

The last recession saw double-digit declines in business investment in both equipment
and software and structures, as well as a record drop in inventories as businesses, burned
by overstocked shelves when consumer spending began to weaken, slashed production
and investment in both 2008 and 2009. But since then, business spending has become
one of the leaders of the recovery. Through the first three quarters of 2010, real business
fixed investment in equipment and software grew at an average annualized rate of 20.2
percent (see Figure 21), after falling 15.3 percent in 2009 and 2.4 percent in 2008.
Private inventories, which fell an unprecedented $113.1 billion in real terms in 2009,
after a $37.6 billion decline in 2008, have increased in each of the first three quarters of
2010, with an annualized $121.4 billion increase in the third quarter of the year.

Unfortunately, nonresidential investment in structures, which was slower to decline
initially, now has been slower to recover. Business spending on buildings fell
16.5 percent in 2010 based on the first three quarters of data, after plummeting 20.4
percent in 2009; it posted a 5.9 percent increase in 2008. Business spending on structures
had its last quarterly increase in 2008Q2.

The three most important factors explaining the recent collapse of investment during
the recession are the unprecedented pullback in domestic household spending, credit
market frictions, and falling international trade. Moreover, feedback among these three
factors amplified the decline. As consumers pulled back, profits and imports fell, and
loan default rates rose, causing an already fragile banking system to tighten further. It
can be difficult to disentangle these effects.

Figure 21
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As the economy improves, the forces alluded to above will tend to reinforce each
other in a virtuous cycle. Banks will be more willing to lend and businesses more willing
to borrow to replace old equipment and expand capacity as rising wealth and falling labor
market uncertainty lead to higher domestic and global demand, resulting in greater profits
and lower loan default rates. Given the slow recovery in credit market conditions, the
surprise is the strength to date in spending on equipment and software. Of course, after
four straight quarters of declines, some worn out equipment and out-of-date software
would need to be replaced. But the strength of the comeback in investment spending is
likely the result of several additional factors. First, large firms had accumulated cash
stockpiles that were available for capital spending. These holdings were bolstered by the
hefty corporate profits growth alluded to above.

The gradual improvement in credit conditions is another factor explaining the recent
strength of investment growth. Evidence from the Senior Loan Officers’ Survey suggests
that credit market conditions are improving more quickly for the large and medium sized
firms that likely dominate the investment statistics than for small firms. Based on survey
results for the fourth quarter of 2010, the net percentage of banks reporting tighter
standards for commercial and industrial loans to large and medium firms fell 10.5
percent, after falling 8.8 percent in the third quarter. The same statistic for small firms
fell 7.1 percent in the fourth quarter, after falling 9.1 percent in the third. Finally, firms
are aware that the current low interest rate environment will not last indefinitely.

As the Budget Division expected at this time last year, real private nonresidential
business investment has taken a bifurcated path, with a recovery in spending on
equipment and software juxtaposed with a continued decline in investment in structures.
As seen in Figure 21, 2009Q3 represents the first quarter of true growth in producer
durable equipment and software since the first quarter of 2008, consistent more with the
revival of international trade in 2009 than with growth of domestic demand at that point.
Following a fall of 31.6 percent in the first quarter of 2009, investment in equipment and
software eked out a 0.2 percent increase in the second quarter, before increasing 4.2
percent in the third quarter of the year. Real exports of capital goods (excluding autos),
which fell 15.2 percent in 2009, rose 13.5 percent in the first 11 months of 2010 over the
comparable period in 2009, based on seasonally adjusted data.

Investment spending will continue to grow as household spending rises and credit
markets continue to loosen. The Budget Division projects growth of 11.0 percent in real
equipment and software investment for 2011, following an increase of 15.1 percent in
2010. However, given the overbuilding in the commercial construction sector prior to the
recession, nonresidential investment in structures has continued to fall through the first
three quarters of 2010. This pattern is expected to result in an annual average decline of
13.9 percent for 2010, to be followed by an increase of 2.6 percent in 2011.

For a given set of current and expected future input and output prices, profit
maximizing firms are assumed to choose a level of investment that achieves an optimal
long-run relationship between the expected level of sales and the stock of plant and
equipment.'”” With consumption and global demand rising, the incentive to expand and

"2 Optimal investment is the level that maintains the profit maximizing or cost minimizing capital-output
ratio. With a Cobb-Douglas production function, the optimal capital-output ratio will be equal to the ratio
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invest can be expected to rise as well. In addition, a decrease in the cost of acquiring and
using capital goods, commonly referred to as the user cost of capital, also induces firms
to increase investment spending. Factors that reduce the user cost include a decline in the
prices of new investment goods, falling inflation-adjusted borrowing costs, rising equity
prices, and changes in the tax code, such as the creation of an investment tax credit.
Consequently, with risk spreads continuing to normalize, as indicated in Figure 22, the
incentive to invest is yet further increased.

Figure 22
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As alluded to above, one group for whom credit conditions are not improving is small
businesses. Moreover, the housing market decline may be compounding the credit access
problems being experienced by small businesses even further. A report by the Federal
Reserve Bank of Cleveland on small business finance combines evidence from a variety
of sources to conclude that homes constitute an important source of capital for small
business owners."® In focus groups convened by the Federal Reserve, participating small
business owners reported that the reduced value of their homes had either made it
difficult for them to provide the necessary collateral for small business loans or made
home equity borrowing as a source of business capital more difficult to come by. Survey
of Consumer Finances (SCF) data cited by the study indicates that between 1998 and
2007, the home equity debt of households headed by the self-employed rose 110 percent
compared to only 46 percent for those where the householder was employed by others.

A 2009 study cited in the report finds that among the firms with fewer than 500
employees surveyed, 16 percent reported that they borrow against the value of their
homes for business purposes, and 7 percent said that they put up their homes as collateral

of the price of output to the rental rate of capital. This condition implies that the optimal growth rate of
investment varies with output growth and changes in the rental rate of capital relative to output price.
" See <http://www.clevelandfed.org/research/commentary/2010/2010-18.cfm>, view January 22, 2011.
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for business purposes. These numbers rise to 20 percent and 11 percent, respectively, if
one includes residential real estate other than the owner’s primary residence. In a 2007
survey, 20.5 percent of the business owners reported pledging their homes as collateral
for their businesses, while 18.2 percent said they borrowed against their homes to obtain
a personal loan and used the proceeds to finance a small business. The link between
home prices and small business credit suggests the difficulty in returning small business
owners to pre-recession levels of credit access without an increase in home prices.

Outlook for Inflation and Monetary Policy

The recovery from the 2008-2009 recession took a detour in the spring of 2010, as
real gross domestic product (GDP) growth slowed from 5.0 percent in the fourth quarter
of 2009 and 3.7 percent in the first quarter of 2010 down to a 1.7 percent pace in the
second quarter and 2.6 percent growth in the third. That slowdown also helped bring
down domestic inflation rates, particularly in the second half of 2010. Fears that the
Federal Reserve’s ongoing expansionary monetary policies would lead to a pickup in
inflation were replaced by renewed concerns about “deflation,” though so far only some
disinflation has appeared. Energy and food prices have of course been an exception, with
oil prices hovering close to $90 per barrel and regular unleaded gasoline prices rising
above $3.00 a gallon, a price not seen since October 2008 (See Figure 23). However, as
is evident in Figure 24, those increases have thus far failed to feed into “core” inflation,
which removes the more volatile energy and food components to better reflect the
underlying trend. But that reality could quickly change as the labor market picks up
steam.

Figure 23
Recent Trends in Energy Prices

450 -

——Home Heating Oil
400 +
——Natural gas

350 -

—Unleaded gasoline

300
250
200

PPI Index

150
100

50 ~

0 T T T T T T T T T 1
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Source: Moody’s Econom