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INTRODUCTION

Governor Spitzer submitted his Executive Budget for 2008-09 on January 22, 2008.
The Executive Budget Financia Plan that accompanies it is intended to assist the
Legidature and the public in understanding the current services operating forecast and the
impact of the Governor’'s Budget recommendations on State finances over a multi-year
period. It contains revised estimates for the 2007-08 fiscal year, the Executive Budget
forecast for 2008-09, and three out-year projections (2009-10 through 2011-12).

The Financial Plan isorganized in four general sections:

e Financial Plan Overview: A review of the impact of the 2008-09 Budget on key
fisca performance measures, including current and projected operating results
before and after the Executive Budget recommendations, the size of the budget, the
causes of the initial 2008-09 gap, the solutions to close the gap and fund new
initiatives, the impact on reserve levels, and an assessment of budgetary risks.

e Current and Budget Year Financial Plans. A summary of the Division of the
Budget's (DOB’s) revised economic forecast, updated estimates for the 2007-08
fiscal year, and in-depth explanations of the 2008-09 projections for receipts by
major tax category and for disbursements by agency and function.

e Out-Year Projections. Description of the General Fund Financial Plan projections
for 2009-10 through 2011-12, including current services estimates and the impact
of 2008-09 Executive Budget recommendations.

e Supplemental Information and Reporting: A range of Financial Pan
information, including (a) an analysis of potential risks to DOB’s current estimates,
(b) monthly cash flow projections by fund type, (c) Financial Plan projections
prepared in accordance with Generally Accepted Accounting Principles (GAAP),
(d) the fiscal impact of the Executive Budget on local governments, and (€)
historical and comparative Financial Plan information.

The Financial Plan Tables include the Genera Fund, State Operating Funds, State
Funds, the Capita Budget, and All Governmental Funds cash-basis Financia Plans,
monthly cash flow by fund type, the Financia Plan on a GAAP basis, the Health Care
Reform Act (HCRA) Financia Plan, the monthly HCRA cash flow, and spending and
workforce information presented by agency or function.

The entire 2008-09 Executive Budget, including this Financia Plan, is available on-line
a www.budget.state.ny.us or by contacting the Division of the Budget, State Capital,
Albany, NY 12224, (518) 473-8705.
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FINANCIAL PLAN AT-A-GLANCE

Financial Plan at a Glance: Impact on Key Measures
(millions of dollars)

2008-09 2008-09
2006-07 2007-08 Current Executive
Actuals Revised Services Proposal
State Operating Funds Budget
Size of Budget $73,489 $77,909 $83,830 $81,825
Annual Growth 11.0% 6.0% 7.6% 5.0%
NYS Long-Term Estimated Personal Income Growth 5.3% 5.3% 5.3% 5.3%
Other Budget Measures (Annual Growth)
General Fund (with transfers) $51,591 $53,588 $58,955 $56,742
11.0% 3.9% 10.0% 5.9%
State Funds $77,311 $82,669 $89,426 $87,779
10.9% 6.9% 8.2% 6.2%
Capital Budget $5,559 $6,645 $7,579 $7,927
17.0% 19.5% 14.1% 19.3%
Federal Operating $33,716 $33,760 $34,893 $34,577
1.0% 0.1% 3.4% 2.4%
All Funds $112,764 $118,314 $126,302 $124,329
8.1% 4.9% 6.8% 5.1%
All Funds (including "Off-Budget" Capital) $114,056 $120,506 $128,473 $126,500
8.3% 5.7% 6.6% 5.0%
Inflation (CPI) Growth 3.4% 3.2% 2.9% 2.9%
All Funds Receipts
Taxes $58,739 $60,926 $63,771 $64,912
Miscellaneous Receipts $18,078 $20,067 $20,005 $21,310
Federal Grants $35,579 $35,841 $36,897 $36,883
Base Tax Growth 12.9% 6.5% 4.2% 4.2%
General Fund Outyear Gap Forecast
2008-09 N/AP N/AP ($4,422) $0
2009-10 N/AP N/AP ($6,154) ($3,287)
2010-11 N/AP N/AP ($7,697) ($5,687)
2011-12 N/AP N/AP ($9,454) ($6,821)
Total General Fund Reserves $3,045 $2,626 N/A $2,226
State Workforce (# of FTEs at year-end) 195,526 199,424 201,168 201,270
Debt
Debt Service as % All Funds 4.5% 4.2% 4.3% 4.3%
State Related Debt Outstanding $48,095 $49,991 N/A $53,299
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BUDGET ENVIRONMENT

The national and State economies have continued to perform below expectations in the
second half of 2007. The dowdown in economic activity, which DOB expects to persist
until at least the end of calendar year 2008, has begun to affect the State’ s revenue outlook.
Since enactment of the Budget for 2007-08, DOB has reduced its General Fund revenue
forecast by over $500 million for the current year and by over $700 million for 2008-09.

In the current year, the General Fund is kept in balance through offsetting reductions in
spending, which reflect revised estimates for a number of programs based on actual results,
as well as by the planned use of reserves to finance collective bargaining costs that have
been added since budget enactment. The Financial Plan aso includes a planned deposit of
$175 million to the State’s new rainy day reserve, as authorized in the Enacted Budget. At
this time, DOB believes that any deterioration from the Financial Plan forecast in the
remaining months of the current year would likely be manageable without the use of
additional reserves, based on the best available information on tax collections and spending
through the first week of January 2008.

In 2008-09, the revenue shortfall has widened the current services budget gap (the
imbalance between expected receipts and disbursements assuming no change in current
law) to $4.4 billion, up by roughly $1.3 billion from the Enacted Budget forecast. The
current services gap is the largest that must be closed by an Executive Budget since
2005-06. And, unlike 2005, when the direction of the economy was favorable, the current
Budget proposal is presented in a volatile economic environment that poses substantial
risks to State revenues.

Beyond 2008-09, DOB is projecting current services gaps of $6.2 billion in 2009-10,
$7.7 billion in 2010-11, and $9.4 hbillion in 2011-12. The gaps, which are prior to the
2008-09 Executive Budget recommendations, reflect the updated baseline revenue forecast;
school property tax relief; child health insurance and other programs; collective bargaining
costs for the labor unions that have reached tentative agreements with the State on new
contracts; and the costs of operating State government, including the payment of debt
service, employee salaries, and benefits for active employees and retirees. The estimates
beyond 2008-09 are meant to provide a genera perspective on the State's long-term
operating forecast, and will be revised with each quarterly Financial Plan Update.
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SUMMARY OF 2008-09 EXECUTIVE BUDGET RECOMMENDATIONS

The Executive Budget for 2008-09 eliminates the entire potential imbalance for fisca
year 2008-09, responding to the current fiscal uncertainties with a plan that emphasizes
recurring savings. If enacted as proposed, the Executive Budget would cut the gap that
must be addressed in 2009-10 by nearly one-half and reduce the combined structura
imbalance by nearly $12 billion through 2011-12. The table below summarizes the multi-
year impact of the Executive Budget recommendeations.

General Fund Budget-Balancing Plan: 2008-09 Executive Budget
(millions of dollars)

2008-09 2009-10 2010-11 2011-12

Current Services Gaps (4,422) (6,154) (7,697) (9,454)
Savings Plan: 4,838 3,741 3,507 4,071
Savings Actions 2,253 2,495 2,274 2,832
Revenue Initiatives 1,109 1,267 1,254 1,260
Non-recurring Actions 1,139 (21) (21) (21)

Use of Reserves for Labor Settlements 337 0 0 0

New Initiatives: (416) (874) (1,497) (1,438)
Executive Budget Gaps 0 (3,287) (5,687) (6,821)

The Budget proposals address the structural imbalance by restraining growth in health
care, adjusting the phase-in of the School Tax Relief (STAR) program, realigning program
financing with the governmental entities responsible for service delivery, and instituting
broad controls on State operations spending. Additional revenues would be raised through
a combination of tax equity and audit initiatives, including the classification of for-profit
health maintenance organizations as insurance companies for Tax Law purposes, an
increase in audits and recoveries, the elimination of certain tax loopholes, and
modifications to the Quick Draw lottery game.

The Budget relies on $1.1 billion in resources that are not counted on to recur in future
years, the largest of which are an expected payment for development rights at Belmont
Park and a phased-in restoration of general aid to New Y ork City. Non-recurring resources
account for roughly one-quarter of the gap-closing plan. Consistent with the current year,
the Financia Plan uses $337 million in reserves, as planned, to finance certain labor
settlements that have been, or are expected to be, ratified in 2007-08.

The Budget finances just over $400 million in new initiatives in 2008-09, including aid
for education; investments in heath care, including rate increases for ambulatory care
clinics and physicians, and extension through 2011-12 of the cost-of-living adjustment
(COLA) for human service providersthat is set to expire next year.

DOB projects the State will end the 2008-09 fiscal year with a General Fund balance of
$2.2 billion (3.9 percent of General Fund spending) if the Legidature enacts the Executive
Budget recommendations in their entirety. The balance consists of $1.2 billion in
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undesignated reserves and $1.0 billion in reserves designated to finance existing or planned
commitments, including potential new labor settlements. The projected closing balance is
$400 million below the level estimated for 2007-08, which reflects primarily the partial use
of planned reserves set aside for existing collective bargaining agreements.

DISCUSSION OF THE CURRENT SERVICES FORECAST

The current services forecast for the General Fund formed the starting point for
developing the 2008-09 Executive Budget, and therefore determined the scope of the
recommendations that had to be advanced to achieve a balanced budget.

Since the Mid-Y ear Update, DOB has reviewed emerging data and trends and met with
legidative fisca committees in a public “Quick Start” process. As a result, DOB has
revised its current services forecast for receipts and disbursements for 2008-09, 2009-10
and 2010-11 and calculated an estimate for 2011-12. The revised forecast reflects the
impact of a dowing economy on State revenues, updated expenditure estimates for
programs based on areview of actua operating results and trends, and the costs of tentative
labor settlements with severa of the large unions representing State employees.

Summary of Changes to General Fund Current Services Forecast Since the Mid-Year Update
Savings/(Costs)
(millions of dollars)

2008-09 2009-10 2010-11 2011-12*
Mid-Year Current Services Surplus/(Gap) (4,265) (6,178) (7,931)
Change Since Mid-Year (157) 24 234
Revenue Revisions (381) (322) (337)
Spending Revisions 224 346 571
School Aid/Lottery 188 390 679
Medicaid 228 399 484
Welfare 65 ) (2)
Collective Bargaining Costs (337) (510) (756)
All Other 80 69 166
CURRENT BUDGET SURPLUS/(GAP) ESTIMATE (4,422) (6,154) (7,697) (9,454)

* The 2011-12 gap estimates are published for the first time in this Financial Plan.

DOB has decreased its estimate of Genera Fund revenues over the multi-year Financial
Plan, based on actua results to date, and on dower than expected growth in the State
economy and the financial services sector. Base receipts are now forecast to grow by 4.2
percent in 2008-09. Tax receipts are expected to be lower and account for most of the
downward revision in estimated growth. The forecast for miscellaneous receipts has
remained virtually unchanged.

Since the Mid-Year Update, DOB has decreased the General Fund current services
spending forecast. The updated estimates include downward revisons to spending
estimates in several areas including: School Aid, based on updated enrollment and other
data reported by school districts to the State Education Department (SED) and revisions to
estimated lottery revenues, which have been reduced by $24 million in 2008-09, but

10
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increased in later years to reflect game-cycle innovations and marketing improvements;
Medicaid, reflecting price and utilization trends and lower costs for the cap on loca
Medicaid costs, and welfare, based on public assistance claiming trends ($65 million in
2008-09). Other significant changes include an updated spending estimate for the
Judiciary, which submitted a budget request for 2008-09 that was $18 million higher than
planned, but had lower-than-expected costs in subsequent years, and adjustments to
estimated cash disbursements for several other programs, including summer school special
education and the aid and incentives program for local governments.

The updated current services forecast includes the estimated costs of tentative labor
settlements with the Civil Service Employees Association, United University Professions,
Digtrict  Council 37, and comparable pay and benefits changes extended to
Management/Confidential employees. The contracts provide for a 3 percent annual salary
increase in 2007-08, 2008-09, and 2009-10, and a 4 percent increase in 2010-11. A full
discussion of the status of labor settlements and the impact on the Financia Plan appears
later in this section.

SOURCES OF THE 2008-09 GENERAL FUND BUDGET GAP
(“ZERO-BASED” PERSPECTIVE)

The State is projected to move from a balanced General Fund budget in 2007-08 to an
imbalance of $4.4 billion in 2008-09, prior to the impact of Executive Budget
recommendations. Current services spending is projected to grow by $5.3 billion over
2007-08 compared to estimated net revenue growth of $1.3 billion. At thistime, the State
plans to use $370 million less in reserves in 2008-09 than in 2007-08 to help balance the
budget. The following chart provides a “zero-based” look at the sources of the 2008-09
General Fund budget gap, followed by a brief summary of the assumptions behind the
projections.

For a detailed explanation of the specific assumptions supporting the revenue and

spending projections, see “2008-09 Financial Plan” and “Multi-Year Financia Plan Out-
Y ear Projections’ herein.

11
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2008-09 General Fund "Current Services" Annual Change

Savings/(Costs)

(millions of dollars)

RECEIPTS 1,301
Base Tax Receipts - "Constant Law" Growth 2,584
Change in STAR (388)
Change in Debt Service (295)
Miscellaneous Receipts/Federal Grants (406)
Non-tax Transfers from Other Funds (primarily non-recurring fund sweeps) (255)
All Other 61
DISBURSEMENTS (5,353)
Local Assistance (4,033)
Medicaid (1,736)
Base Program Growth (1,370)
Change in HCRA and Other Financing (366)
School Aid (1,363)
Local Government Assistance (358)
City University (199)
Mental Hygiene (202)
Children and Family Services (182)
All Other Local Assistance 7
State Operations (825)
Personal Service (568)
Collective Bargaining Settlement Costs (197)
Judicial Salary Increase (in Judiciary's Budget Request) (143)

All Other Salary Growth (228)
Non-personal Service (257)
General State Charges (281)
Health Insurance (209)
Pensions (71)
All Other 2
Transfers to Other Funds (214)
Debt Service (135)
Capital Projects (341)
All Other 262
Change in Planned Use of Reserves (net) (370)
CURRENT SERVICES BUDGET GAP FOR 2008-09 (4,422)

12

The forecast for 2008-09 is based on assumptions of economic performance, revenue
collections, spending patterns, and the estimated costs to maintain programs and activities
a the leve required by current law. DOB believes the estimates of annual change in
revenues and spending that create the 2008-09 current services gap forecast are based on
reasonable assumptions and methodol ogies.




FINANCIAL PLAN OVERVIEW

EXPLANATION OF THE 2008-09 GAP-CLOSING PLAN

The Genera Fund Executive Budget savings plan is valued at $4.8 hillion in 2008-09.
The plan is sufficient to eliminate the current services gap of $4.4 billion and finance new
initiatives of just over $400 million.

The gap-closing actions can be grouped into four categories. actions that reduce overall
State current services spending on a recurring basis, actions that increase revenues on a
recurring basis, transactions that increase revenues or lower spending in 2008-09, but that
are not expected to recur; and the use of reserves. The section below provides details on
the actions under each category that are recommended for 2008-09. It is followed by a
discussion of the new initiatives and their impact on the General Fund Financia Plan.
Additional information on the Budget recommendations for major programs and activities
appears in the sections entitled “2008-09 Financial Plan” and “Multi-Year Financia Plan
Projections’ herein and in the other volumes that comprise the Executive Budget
submission.

2008-09 Executive Budget -- General Fund Budget-Balancing Plan
(millions of dollars)
2008-09 2009-10 2010-11 2011-12

Current Services Gaps (4,422) (6,154) (7,697) (9,454)
Savings Plan 4,838 3,741 3,507 4,071
Savings Actions 2,253 2,495 2,274 2,832
Health Care* 826 957 895 1,418

STAR 354 380 165 175
Welfare/TANF 204 204 204 204
Mental Hygiene 212 243 277 280
Criminal Justice 101 131 136 139
General State Charges 89 61 66 67
Higher Education 67 99 101 103

Other Education 66 73 76 79
Transportation/Transit 64 45 47 48

All Other 270 302 307 319
Revenue Actions 1,109 1,267 1,254 1,260
Improve Audit and Compliance Efforts 280 250 250 250
Conforming HMOs Taxation 215 250 250 250

LLC Minimum Partner Fees 75 75 75 75
Capital Base Rate Reduction/Cap Elimination 73 58 58 58
Modify Quick Draw Restrictions 36 60 60 60

All Other 430 574 561 567
Non-Recurring Actions 1,139 (21) (21) (21)
Belmont Development Rights 250 0 0 0
Phase in AIM Restoration for NYC 164 0 0 0

Bond Finance Certain Eligible Capital Costs 173 (21) (21) (21)

All Other 552 0 0 0

Use of Reserves to Finance Labor Settlements 337 0 0 0

New Initiatives: 416 874 1,497 1,438
School Aid 126 207 512 178
Health Care 120 281 373 443
Human Services COLA 0 88 180 278

All Other 170 298 432 539
Executive Budget Gaps 0 (3,287) (5,687) (6,821)

* Includes Medicaid, Health, and Aging. Excludes certain non-recurring resources and HCRA savings.

13
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Recurring Savings (Spending)

Actions in this category total $2.3 billion in 2008-09, comprising dightly less than 50
percent of the overall gap-closing plan. The savings plan recommends continuing efforts to
restrain hedlth care costs; dowing the phase-in of the basic middie-class STAR rebate
program; realigning costs, where appropriate, to the level of government responsible for
service ddlivery; and enhancing operational controls on State agencies.

Health Care

The 2008-09 savings plan marks another step in a multi-year plan to reform the State's
health care system that began in 2007-08. Recommended State-financed savings, including
savings in Medicaid, HCRA programs, and Aging, total $980 million in 2008-09 from all
sources, before accounting for reinvestments. In the General Fund, recurring savings total
$826 million in 2008-09 and grow to over $1.4 billion by 2011-12. Proposals include
intensifying audit activities to reduce fraud, expanding controls on pharmaceutica
programs, adjusting reimbursement rates for prescription drugs, and enhancing
management of high-cost beneficiaries. Other savings include a program to authorize
brokers to coordinate transportation services, a Diabetes Care Improvement Project in
which Medicaid would reimburse for diabetes self-management education, and the
implementation of payment auditing to deny ambulatory care claims submitted without the
required procedure or diagnosis codes. Outside of Medicaid, health care savings include
elimination of the planned COLA for Early Intervention (ElI) providers and certain
initiatives enacted in 2007-08.

School Tax Relief Program

The Executive Budget recommends a slower phase-in of the basic middle-class STAR
rebate; a reduction in the STAR credit for New York City resident persona income
taxpayers with incomes above $250,000; a change in the adjustment that limits annual
reductions in the STAR exemption amount from 5 percent to 10 percent; and authorization
for the State to offset middle-class STAR rebates owed to individuals who are delinquent
on their taxes, child support, or other legal debt obligations. After recommendations, the
State will finance $4.7 billion in total property tax relief in 2008-09 (nearly $5 billion on a
commitment basis), growing to $6.2 billion over the next few years.

Welfare/Temporary Assistance for Needy Families

Savings in welfare take severa forms. Firgt, the level of the Temporary Assistance for
Needy Families (TANF) resources available to offset the State’s Earned Income Tax Credit
(EITC) would be increased by proposed conversion of certain TANF-funded programs to a
cash rather than commitment basis, a reduction of TANF funding to reflect 2004-05
program commitments that cost less than originaly contemplated to complete, and
edimination of several 2007-08 initiatives that are not essential to the agencies core
missions. The Budget also proposes adtering the current financing shares for public
assistance benefits, requiring local governments to finance more of the costs for certain
categories of assistance.

14
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Other Savings

These cover a broad range of State activities and agencies, including nearly $300
million in recurring savings in State Operations in the General Fund, with reductions in
both personal service and non-personal service spending. Operational savings include
hiring controls, including not filling vacancies for non-essentia positions, overtime
management; and energy and other utility savings. Other significant recommendations
include closing three under-utilized correctiona camps (Pharsalia, Mt. McGregor, and
Gabriels) and the medium-security facility at Hudson; assessing a security fee on nuclear
power plant operators for State costs; auditing activities to eliminate ineligible dependents
from receiving health insurance coverage from the State; and eiminating certain initiatives
enacted in 2007-08.

Recurring Savings (Revenues)

The Executive Budget recommends several tax law and administrative reforms to
promote equity and ensure compliance, which will generate $1.1 hillion in additional
revenue in the General Fund. These include improving audit capabilities, reclassifying
HMOs as insurance taxpayers, and other changes described later in this Financial Plan.

Non-Recurring Resources

The State typically uses some non-recurring resources each year to support its
operations. The Executive Budget uses approximately $1.1 billion of non-recurring
resources to balance the Genera Fund Financial Plan and another $337 million in labor
reserves to finance expected collective bargaining costs. There are two significant non-
recurring transactions in 2008-09. The first is a potential payment for the development
rights at Belmont Park. The second is a partia restoration of an aid payment to New Y ork
City under the Aid and Incentives to Municipalities (AIM) program. The 2008-09 current
services budget had included a full restoration of the payment that had been reduced to $20
million in 2007-08. Other one-time actions consist of bonding certain capital projects
originally planned to be cash financed, and sweeps of excess balances from other funds.
See the section “Non-Recurring Resources Planned for 2008-09” for a complete list of the
itemsincluded in this category.

Recommended Initiatives

The Executive Budget proposes new initiatives totaling over $400 million in 2008-09,
growing to $1.4 billion in 2011-12. The initiatives include additional School Aid, the re-
investment of health care savings in ambulatory and primary care, and extension of COLA
for human service providers through 2011-12.

In School Aid, the Budget recommends increasing aid to New York City and
maintaining the total funding level for High Tax Aid. Additional resources are aso
recommended for the Healthy Schools Act. As part of the overal aid package, adjustments
are proposed to the minimum guaranteed aid increase under Foundation Aid and the timing
of reimbursement for certain expense-based aids.

15
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Hedlth care investments total over $100 million in 2008-09, annualizing to over $400
million by 2011-12. The most significant proposals would reinvest hospital savings to
improve health care, particularly in primary care and increased physicians fees. Additional
funding is also recommended for an array of programs, including the creation of a State
Enrollment Portal to authorize the State to directly enroll individuals in Medicaid, Family
Health Plus, and Child Health Plus (CHP); a three-year extension of COLA which was set
to expire in 2008-09; and tobacco control initiatives intended to minimize tobacco use.

In socia services, the Budget also recommends extending the COLA for human
service providers through 2011-12. Other investments are made in economic
development, Agriculture and Markets, Mental Hygiene, local government aid, and tax
credits.

EXECUTIVE BUDGET IMPACT ON SPENDING GROWTH

In 2008-09, the Executive set a goal of holding State Operating Funds spending to less
than the long-term growth rate in State personal income of 5.3 percent. Achieving a
spending growth rate at or below the target rate is important because, in the long run, it
should permit the State to increase reserves in
economic expansions when State tax receipts State Operating Funds Spending Growth

tend to grow faster than persona income. In $3.9 billion
(dollars in millions)

difficult years, when personal income and
revenue growth is below the historical trend or

even negative, sufficient reserves would be Collective Al Other

available to smooth the impact on spending and patgemng 9245

provide for a more steble long-term fiscal .

environment. Childrenand 178 N School Aid
Family # $1,369

In 2008-09, the Executive Budget holds S‘;flwgges
State Operating Funds spending to 5.0 percent, Judiciary
below the target rate of 5.3 percent. State $189

Operating Funds spending, which excludes sporaton
Federal operating aid and capital spending, is $221
projected to total $81.8 billion in 2008-09, an

increase of $3.9 hillion over the current-year Debt Service

forecast. This growth is for local aid to public $336

schools, Medicad costs, support for $210 Medicaid/
transportation, local government aid programs ';Z‘)';h

and debt service, as well as roughly $800
million for agency operationa costs (including
fringe benefit costs).
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Total Disbursements
(millions of dollars)
2007-08 2008-09 Annual $ Annual %
Current Proposed Change Change
State Operating Funds 77,909 81,825 3,916 5.0%
General Fund * 50,831 53,859 3,028 6.0%
Other State Funds 22,728 23,276 548 2.4%
Debt Service Funds 4,350 4,690 340 7.8%
All Governmental Funds 118,314 124,329 6,015 5.1%
State Operating Funds 77,909 81,825 3,916 5.0%
Capital Projects Funds 6,645 7,927 1,282 19.3%
Federal Operating Funds 33,760 34577 817 2.4%

*Excludes transfers.

State Operating Funds spending growth in 2008-09 is the product of numerous budget
choices. The following table shows that growth is concentrated in a relatively small
number of major programs, most significantly in School Aid and Medicaid. Outside of
these mgjor agencies, growth in overall State programsis nearly flat in the aggregate.

Main Sources of State Operating Funds Growth

State Fiscal Year Basis
(millions of dollars)

2008-09 Annual Change

2007-08 Current Chg from Exec.
Revised Services Curr. Serv. Proposed Dollar Percent
STATE OPERATING FUNDS 77,909 83,830 (2,005) 81,825 3,916 5.0%
School Aid 19,025 20,269 125 20,394 1,369 7.2%
Medicaid (excluding Local Cap)* 15,139 16,235 (544) 15,691 552 3.6%
Medicaid: Takeover Initiatives 235 486 0 486 251  106.8%
Debt Senice 4,292 4,657 (29) 4,628 336 7.8%
Transportation 2,932 3,133 20 3,153 221 7.5%
Judiciary 1,821 2,010 0 2,010 189 10.4%
Children and Families 1,871 2,095 (56) 2,039 168 9.0%
CUNY 1,134 1,334 (22) 1,312 178 15.7%
AIM 707 1,076 (159) 917 210 29.7%
Collective Bargaining 140 337 0 337 197  140.7%
All Other 30,613 32,198 (1,340) 30,858 245 0.8%

* Medicaid spending total is for all State agencies including those outside of the Department of Health. This total does not
include local cap payments. See further discussion in section entitled "Medicaid Transparency" later in this report.
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General Fund spending, which now accounts for roughly 65 percent of State-financed
spending, is projected to grow at 6 percent (5.9 percent when transfers are included). The
General Fund is important because it must, by law, be baanced, but it is not as
comprehensive aview of spending paid for by State taxpayers as State Operating Funds.

Capital Projects Funds spending, which includes Federa and State support, is expected
to increase by $1.3 billion or 19.3 percent over the current 2007-08 forecast, which isin
part a result of spending on various projects delayed from 2007-08, as well as
recommended new initiatives for transportation, economic development, higher education
and parks and recreation. This reflects spending reported in actual cash-basis reports.
Additiona information on capital spending is provided later in this Financial Plan and in
the Five-Y ear Capital Program and Financing Plan.

All Governmental Funds' spending, which includes Federal aid, is estimated at $124.3
billion in 2008-09, an increase of $6.0 hillion (5.1 percent) from 2007-08.

RISKS TO THE FINANCIAL PLAN

DOB believes the overal Financial Plan estimates and projected out-year budget gaps
are based on reasonable assumptions. In any year, however, the Financial Plan is subject to
risks that, if they were to materialize, could affect operating results. In DOB’s judgment,
the three most significant short-term risks, as measured by their potential fiscal impact and
the probability that may occur, are that: (a) economic performance will fall below projected
levels and perhaps even lapse into a recession at some point in calendar year 2008, which
could have a potentially severe impact on State finances; (b) labor settlements will be
reached with the remaining State employee unions, the costs of which have not been
completely financed in the Financial Plan after 2008-09; and (c) specific transactions
included as part of the Executive Budget may not occur as planned. Other risks include
potential Federa disallowances arising from audits related to Medicaid claims under the
School Supportive Health Services program and proposed Federa rule changes concerning
Medicaid payments. See “Financia Plan Reserves and Risks,” later in this Financial Plan
for additional information.

LABOR SETTLEMENTS

The State has reached tentative labor settlements with three labor unions, the Civil
Service Employees Association, United University Professions (UUP), and District
Council 37, and will extend smilar changes in pay and benefits to
“management/confidential” employees. Under terms of the tentative four-year contracts,
which run from April 2, 2007 through April 1, 2011 (July 2, 2007 through July 1, 2011 for
UUP), employees will receive pay increases of 3 percent annually in 2007-08, 2008-09,
and 2009-10 and 4 percent in 2010-11. The Civil Service Employees Association ratified
its contract on January 3, 2008. The UUP and District Council 37 are expected to vote on
their contracts before the end of the current State fiscal year.

! Hereafter “All Funds.” Comprises the General Fund, Special Revenue Funds, Capital Projects Funds, and Debt
Service Funds.
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The State’'s Financial Plan funds the costs of these tentative contract agreements in
2007-08 and 2008-09 through the use of $477 million of the $1.18 billion in existing
reserves set aside for this purpose. DOB estimates the General Fund costs of the tentative
agreements at $140 million in the current year, $337 million in 2008-09, $510 million in
2009-10, and $756 million in both 2010-11 and 2011-12. The current Financial Plan
includes these costs.

The unions representing uniformed officers (i.e., Police Benevolent Association, New
York State Correctional Officers and Police Benevolent Association) and the Public
Employees Federation have not reached settlements with the State at thistime. The earliest
any costs for these contracts could be paid would be in 2008-09. These costs are not
included in the current Financial Plan spending forecast, but a reserve is set asde to
partially fund them. The State currently has $708 million in labor reserves remaining (i.e.,
not programmed in the Financia Plan) to help finance the costs of potentia new
settlements.
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2007-08 FINANCIAL PLAN UPDATE

The Executive Budget Financial Plan includes the third quarterly update to the 2007-08
Enacted Budget Financial Plan. The following describes the substantive revisions to
Financial Plan estimates for the current year since the last update to the Financial Plan in
October 2007. Please refer to the quarterly Financial Plans issued in July 2007 and
October 2007, which are available on-line, for detailed explanations of the earlier revisions.

Since the 2007-08 Mid-Year Update, DOB has revised its revenue and spending
estimates based on operating results through the end of the 2007-08 fiscal year, and a
review of factors affecting the long-term current services forecast. In addition, DOB has
added costs for collective bargaining agreements reached with several of the State’s major
employee unions that have fiscal implications for 2007-08 and beyond. The revisions
result in net General Fund costs in 2007-08 of $137 million, which will be funded by
existing reserves.

Despite the continued slowdown in economic growth reflected in the updated revenue
forecast, DOB projects the General Fund will remain in balance in 2007-08. Lower-than-
expected local aid payments and operational savings across all State agencies, along with
the use of reserves as planned to finance labor settlements, are expected to be sufficient to
cover the expected revenue decline. As summarized in the table below, since the beginning
of the fiscal year, the roughly $500 million decline in expected General Fund receipts has
been almost entirely offset by a decline in projected growth in Medicaid spending, resulting
in no material change (down $17 million) in net operations.

2007-08 General Fund
Quarterly Financial Plan Revisions From Enacted Budget
Increase/(Decrease)
(millions of dollars)

Revisions

Enacted Current Change From

Estimate First Quarter Mid-Year Executive Estimate Enacted
Opening Balance 3,045 0 0 0 3,045 0
Revenue Revisions 53,672 324 (609) (218) 53,169 (503)
Spending Revisions 53,684 311 (326) (81) 53,588 (96)
Medicaid 9,496 80 (555) 16 9,037 (459)
School Aid 16,170 0 60 8 16,238 68
Children and Families 1,787 70 7 0 1,864 77
Higher Education 3,706 10 (74) 1 3,643 (63)
Mental Hygiene 3,113 5 0 1 3,119 6
State 81 (28) 2 0 55 (26)
Legislature/Judiciary 1,834 0 3 9) 1,828 (6)
Transportation 107 0 0 0 107 0
Debt Service 1,579 1) 27) 6 1,557 (22)
General State Charges 4,530 (6) (29) ®) 4,487 (43)
Transfers to Other Funds 2,375 204 3 (75) 2,507 132
Use of Debt Reduction Reserve 0 0 250 0 250 250
All Other 8,906 (23) 34 (21) 8,896 (10)
Planned Use of Reserves For Specified Purposes 0 0 250 140 390 390
Debt Reduction Reserve 0 0 250 0 250 250
Labor Reserve 0 0 0 140 140 140
Net Change from Operations (12) 13 (33) 3 (29) a7)
Projected Year-End Reserve Levels 3,033 13 (283) (137) 2,626 (407)
General Reserves 1,203 12 (33) (137) 1,045 (158)
Tax Stabilization Reserve 1,031 0 0 0 1,031 0
Rainy Day Reserve Fund (assumed deposit) 175 0 0 0 175 0
Community Projects Fund Reserve 353 1 0 0 354 1
Contingency Reserve 21 0 0 0 21 0
Debt Reduction Reserve 250 0 (250) 0 0 (250)
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Since the Mid-Year Update, General Fund receipts, including transfers from other
funds, have been revised downward by $218 million. The dowdown in economic activity
is the main reason for the revision. In addition, recent stresses on Wall Street suggest
modest declines in bonus payouts over the remainder of the fiscal year.

General Fund disbursements, including transfers to other funds, are expected to tota
$53.6 billion in 2007-08, $81 million lower that the Mid-Year estimate. Lower General
Fund spending in School Aid based on higher than expected |ottery revenues, areduction in
the General Fund subsidy to the Dedicated Highway and Bridge Trust Fund, and
adjustments to cash disbursements in other areas based on results to date are offset, in part,

by expected spending for tentative labor contracts that will be financed from designated
reserves ($140 million).

2007-08 CLOSING BALANCE

General Fund Estimated Closing Balance
(millions of dollars)

2007-08 2007-08

Mid-Year Current

Estimate Estimate Change

Projected Year-End Fund Balance 2,763 2,626 (137)

Undesignated Reserves 1,227 1,227 0
Tax Stabilization Reserve Fund 1,031 1,031 0
Rainy Day Reserve Fund 175 175 0
Contingency Reserve Fund 21 21 0
Designated Reserves 1,536 1,399 (137)
Labor Settlement Reserve/Likely Risks 1,182 1,045 (137)
Community Projects Fund 354 354 0

DOB projects the State will end the 2007-08 fiscal year with a General Fund balance of
$2.6 hillion, consisting of $1.2 billion in undesignated reserves and $1.4 billion in
designated reserves. The projected closing balance is $137 million lower than the balance

projected at the time of the Mid-Year Update and is due primarily to the use of the labor
reserve as planned.

2007-08 Revenue Overview

Since the Mid-Year Financial Plan, All Funds receipts estimates have been revised
downward by $443 million for fiscal year 2007-08. Tax receipts growth for fiscal year
2007-08 has continued to fall below expectations and, as a result, All Funds tax estimates

for fiscal year 2007-08 have been decreased by $277 million from the Mid-Y ear Financial
Plan.
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2007-08 Spending Levels

Total Disbursements
(millions of dollars)
2007-08 $ Change
2006-07 Mid-Year 2007-08 Annual $ Annual % from Mid-
Actuals Update Current Change Change Year

State Operating Funds 73,489 77,936 77,909 4,420 6.0% (27)
General Fund * 48,024 50,838 50,831 2,807 5.8% 7
Other State Funds 20,970 22,741 22,728 1,758 8.4% (13)
Debt Service Funds 4,495 4,357 4,350 (145) -3.2% 7)

All Governmental Funds 112,764 118,603 118,314 5,550 4.9% (289)
State Operating Funds 73,489 77,936 77,909 4,420 6.0% 27)
Capital Projects Funds 5,559 6,733 6,645 1,086 19.5% (88)
Federal Operating Funds 33,716 33,934 33,760 44 0.1% (174)

*Excludes transfers.

State Operating Funds spending, which excludes Federal operating aid and capital
spending, is now projected to total $77.9 billion in the current year, a decrease of $27
million from the Mid-Year Financid Plan. In the General Fund, spending has been
lowered by $7 million (excluding transfers). Other State Funds spending has been revised
downward by $13 million reflecting disbursement patterns for STAR ($52 million) and
other modest program changes offset by higher HCRA-related spending in the Special
Revenue Fund due to the reclassification of spending for the Health Care Efficiency and
Affordability Law for New Yorkers (HEAL-NY) program from capital projects to State
Operating Funds ($61 million). Projected spending in debt service funds has been lowered
by $7 million, due mainly to the timing of bond sales.

Capital Projects Funds spending, which includes Federal and State support, is now
projected to total $6.6 hillion, a decrease of $88 million from the Mid-Y ear Financial Plan,
due primarily to the HEAL-NY program spending reclassification described above ($61
million) and a reestimate of costs associated with World Trade Center construction activity
based upon experience to date ($20 million).

Federal Operating Funds spending in 2007-08 is now projected to total $33.8 hillion, a
decrease of $174 million from the Mid-Year Financia Plan. Lower projected Homeland
Security spending ($190 million) and delayed implementation of the Federal Help America
Vote Act (HAVA) ($62 million) are offset by an increase in Federal Medicaid spending
driven by spending trends to date ($50 million) and lost savings caused by Federa delays
inimplementing parts of the Deficit Reduction Act ($27 million).

2007-08 Growth Trends

State Operating Funds spending is projected to grow by $4.4 billion (6.0 percent) from
2006-07 levels. This growth reflects increases in State aid to public schools; an expanded
STAR program; and support for transportation, other education, mental hygiene, and
children and family services programs;, as well as roughly $900 million for agency
operational costs (including fringe benefit costs).
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Capital Projects Funds spending is expected to increase by $1.1 billion or 19.5 percent
over the prior-year results, which is, in part, a result of spending on various projects
delayed from 2006-07 and recommended new initiatives for higher education and the
environment. Thisreflects spending reported in actual cash-basis reports.

All Governmental Funds spending, which includes Federa aid, is now estimated at
$118.3 billion in 2007-08, an increase of $5.5 billion (4.9 percent) from 2006-07.
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2008-09 FINANCIAL PLAN

INTRODUCTION

This section describes (1) the economic forecast that served as the basis for developing
the Executive Budget and (2) the State's Financia Plan projections for receipts and
disbursements based on the 2008-09 Executive Budget recommendations. The receipts
forecast describes estimates for the State’s principal taxes, miscellaneous receipts, and
transfers from other funds. The spending projections summarize the annua growth in
current services spending and the impact of Executive Budget recommendations on each of
the State’ s magjor areas of spending (i.e., Medicaid, School Aid, Mental Hygiene).

Financial Plan projections are presented on an All Funds basis, which encompasses
activity in the General Fund, State Operating Funds, Capital Projects Funds, and Federal
Operating Funds, thus providing the most comprehensive view of the financial operations
of the State.

ECONOMIC OUTLOOK
THE U.S. ECONOMY

The U.S. economy has continued to lose momentum since the summer. Large declines
in residential construction and reduced demand for autos and housing-related durable
goods, combined with past energy price increases and credit market tightening, continue to
generate a significant drag on economic growth. The uncertainty associated with the still
unfolding subprime mortgage problem has substantially increased financia market
volatility, reduced financia sector profits, and diminished the accessibility of credit to the
nation’ s households and businesses. In addition, labor market growth has decelerated since
the early part of 2007. In response to these developments, the Federal Reserve has lowered
its short-term interest rate target 100 basis points to 4.25 percent since August 2007 and has
intervened in credit markets to enhance liquidity several times.

On the positive side, robust global growth and a weak dollar have produced strong
demand for U.S. exports. In addition, the Federal government, in concert with the banking
community, is developing a plan under which subprime borrowers whose rates are due to
reset at much higher levels over the next severa years can arrange more favorable terms
with their lenders. Some states and private lenders are offering their own initiatives to
forestall a rising foreclosure rate. In combination with Federal Reserve actions, these
interventions are expected to allow the economy to gradually rebound to its long-term trend
growth rate over the course of 2008, after bottoming out below 2 percent in the fourth
guarter of 2007 and first quarter of 2008. DOB projects growth of 2.2 percent for 2008,
following growth of about the same magnitude for 2007. Though DOB is not forecasting a
recession at thistime, the risk of arecession is judged to have increased significantly since
thefall.

The risks notwithstanding, there are good reasons to believe that the economy will
experience a period of low growth, but elude recession. The globa economy overall is
strong and should be able to sustain solid growth even in the face of a U.S. dowdown.
Moreover, a faling dollar increases U.S. competitiveness in the globa marketplace.
Though the labor market has slowed, initial unemployment insurance claims are still low
by historical standards and employee earnings growth remains healthy. Though credit
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markets are tight, interest rates are also low by historical standards. Finally, government
spending has been strong and, perhaps more importantly, both the Federal government and
the Federal Reserve are playing active roles in trying to keep the economy out of recession.
As aresult of al of these factors, following two quarters of very low growth in the fourth
quarter of 2007 and the first quarter of 2008, the national economy is expected to improve
with each subsequent quarter, until reaching growth of 3.0 percent by the fourth quarter of
2008.

The New York State Economy

The national economic slowdown is having a significant impact on the New Y ork State
economy. Indeed, the New York State Leading Index is signaling a mild downturn in the
State economy starting in early 2008. The impact of the current credit market crisis on
State wages is projected to be greatest in the first quarter 2008, during the height of the
financial sector bonus season. Indeed, the current credit crisis could have a more
deleterious effect on the New York State economy than on the nation as a whole given
New York City’s status as an international financial center. Though State economic
growth is expected to slow in 2008, conditions are not expected to approach those of a
recesson. The State's large education and hedth sectors are expected to continue
exhibiting robust growth. In addition, tourism and trade are expected to continue to be
bolstered by the weak dollar, particularly in New York City and those areas bordering
Canada.

The credit crunch and expected decline in finance and insurance sector bonuses,
combined with slowing job growth, will result in significantly lower wage growth in 2008.
DOB projects total wage growth of 3.3 percent for 2008, following an estimated increase of
7.6 percent for 2007. Slower growth in both the wage and non-wage components of
income will result in total personal income growth of 4.3 percent for 2008, following 7.4
percent growth for 2007. The low growth in 2008 is due largely to a projected decline in
finance and insurance sector bonuses for the first quarter 2008 and generally weak bonus
growth for the other sectors due to the overall economic slowdown.

Consistent with flat securities industry profits for 2007, DOB is projecting a decline in
finance and insurance sector bonuses of 2.8 percent for the 2007-08 bonus season now in
progress. However, thereis considerable risk to this forecast. Though bonus payouts have
historically been evenly split between cash and stock incentive payments, the split is
expected to be more heavily weighted toward stocks for the current bonus season. This
shift could have substantial implications for Federal, State, and local tax revenues since
income derived from stock optionsis not taxed until the option is exercised.

Though there are parallels between State and national labor market trends, there are
differences aswell. As at the national level, State private sector job growth is expected to
be greatest in education and health care and social assistance services, with healthy gains
expected for leisure, hospitality, and other services and professional, scientific, and
technical services. Similarly, both the State and the nation are projected to see large
declines in the manufacturing and mining sector. However, trends appear to diverge
dramatically for the construction sector. DOB projects national construction employment
to decline for 2008, consistent with the national housing market contraction. However,
State construction employment is projected to grow in 2008, albeit at a dower rate than in
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2007. The continued strength of the New Y ork City real estate market and the absence of a
significant housing boom in much of upstate New Y ork explain most of this difference. As
for the nation, the State’s average annual unemployment rate is expected to rise in 2008,
from 4.4 percent for 2007 to 4.9 percent this year.

2008-09 RECEIPTS FORECAST

Financial Plan receipts comprise a variety of taxes, fees, charges for State-provided
services, Federal grants, and other miscellaneous receipts. The receipts estimates and
projections have been prepared by DOB on a multi-year basis with the assistance of the
Department of Taxation and Finance and other agencies responsible for the collection of
State receipts. See the accompanying Executive Budget volume entitled, “Economic and
Revenue Outlook” for detailed information on the economic and receipts projections
underlying the Executive Budget.

OVERVIEW OF THE REVENUE SITUATION

e Base receipt growth over the period 2004-05 to 2006-07, supported by a strong
financial services sector and real estate market, averaged over 11 percent.
However, the current slowdown in economic activity is estimated to negatively
impact receipt growth for 2007-08 and 2008-09. As a result, base tax receipt
growth (correcting for law changes) fallsto 4.2 percent in 2008-09 from 6.5 percent
in 2007-08.

e The negative impact of the sub-prime mortgage situation on the financial services
industry is expected to result in declines in bonus payouts over the remainder of the
current fiscal year (5.5 percent decline) and reduced growth in business tax receipts
over the remaining years of the Financial Plan.

e Thefinancia sector is expected to owly recover in 2008 and bonus growth levels
return to roughly 10 percent per year over the 2008-09 to 2010-11 period.

e The risks stemming from the volatile real estate and financial markets represent
even greater risks to revenues due to the high concentration of taxable income
among arelatively small segment of the taxpaying population.

e Thedowdown intheresidential housing market is projected to largely eliminate the
recent surge in taxable capital gains realizations associated with real estate sales.

e The economy is expected to slow but not enter recession, and as a result, it is
expected that personal income tax withholding (6.2 percent) and saes tax
collections (2.7 percent) will continue to grow but at a more modest pacein
2008-09.

e The combined impact of dowing real estate and financia markets and weakening
profitability in the financial sector projected for 2008 results in estimated personal
income tax liability growth of only 3.9 percent in 2008, rebounding to 6.5 percent
in 20009.

e The large audit settlements associated with financial service industry firms
continued into 2007-08 but are expected to be largely concluded before 2008-09,
and this loss of resources represents another negative to the receipts forecast.
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All Funds receipts are projected to total

$123.1 hillion, an increase of $6.3 billion over

2007-08 projections. The following table summarizes the receipts projections for 2007-08

and 2008-09.
Total Receipts
(millions of dollars)
2007-08 2008-09 Annual $ Annual %
Current Proposed Change Change
State Operating Funds 75,692 80,040 4,348 5.7%
General Fund * 41,083 43,950 2,867 7.0%
Other State Funds 21,391 22,283 892 4.2%
Debt Service Funds 13,218 13,807 589 4.5%
All Governmental Funds 116,834 123,105 6,271 5.4%
State Operating Funds 75,692 80,040 4,348 5.7%
Capital Projects Funds 7,087 8,084 997 14.1%
Federal Operating Funds 34,055 34,981 926 2.7%

*Excludes transfers.

The following table provides historical
base receipts compared to personal income.

and projected data on the growth of actual and

Governmental Funds
Actual and Base Tax Receipts Growth

(percent growth)
State Personal
Fiscal Actual Base Income
Year Receipts Receipts Growth
2000-01 7.9 10.1 6.1
2001-02 (4.9) 4.2) (0.2)
2002-03 (6.7) (8.0) 0.2
2003-04 8.2 5.8 4.2
2004-05 13.4 11.4 6.5
2005-06 10.2 9.5 8.7
2006-07 9.6 12.9 7.2
2007-08 3.7 6.5 5.6
2008-09 6.5 4.2 4.6
2009-10 6.0 6.1 4.9
2010-11 4.8 5.2 5.2
2011-12 55 55 51
Personal
Actual Base Inflation Adjusted Income
Receipts Receipts Base Change Growth
Historical Average (87-88 to 06-07) 4.6 4.4 1.3 5.2
Forecast Average (07-08 to 11-12) 5.3 5.5 2.9 51
Recessions 1.5 (0.6) (3.3) 2.6
Expansions 4.5 5.3 2.1 6.3
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Base growth, adjusted for law changes, in tax receipts for fisca year 2007-08 is
estimated at 6.5 percent and 4.2 percent for 2008-09. Overal base growth in tax receiptsis
dependent on many factors. Over the past severa fiscal years the most important factors
explaining tax receipt growth have been related to:

e improvements in overall economic activity, especialy in New York City and
surrounding counties,
continued profitability and compensation gains of financial services companies,
continued growth in the downstate commercial real estate market; and
continued positive impact of high-income taxpayers on personal income tax
growth.

Each of these factors is expected to become a negative drag on receipts over the next
fiscal year. The same factors that spurred economic and tax receipt growth in recent fiscal
years are now expected to retard growth in 2007-08 and 2008-009.

PERSONAL INCOME TAX

Personal Income Tax
(millions of dollars)
2006-07 2007-08 Annual 2008-09 Annual
Actual Estimated Change Projected Change
General Fund 22,940 22,735 (205) 24,391 1,656
Gross Collections 40,090 43,123 3,033 45,861 2,738
Refunds (5,510) (6,572) (1,062) (7,056) (484)
STAR (3,994) (4,678) (684) (4,713) (35)
RBTF (7,646) (9,138) (1,492) (9,701) (563)
State/All Funds 34,580 36,551 1,971 38,805 2,254
Gross Collections 40,090 43,123 3,033 45,861 2,738
Refunds (5,510) (6,572) (1,062) (7,056) (484)

All Funds personal income tax (PIT) receipts, which reflects the net of gross payments
minus refunds, for 2007-08 are estimated at $36.6 billion, an increase of nearly $2.0 billion
or 5.7 percent over the prior year. The increase is primarily attributable to moderately
strong growth in withholding of $1.6 billion, or 6 percent, and solid growth in estimated
taxes for tax year 2007 liabilities of $1.0 billion (13.2 percent). In addition, reflecting
taxpayer uncertainty with the expiration of the temporary surcharge, fina settlement
payments for the 2006 tax year were mixed. The strongest component was a 12.3 percent
($342 million) increase in extension payments. The $64 million (3.3 percent) growth in
payments accompanying fina returns was relatively weak, and the 19.3 increase (roughly
$1.1 billon) in refunds reflected in large part some $650 million of claims for the Empire
State child credit effective in tax year 2006. The following table summarizes, by
component, actual receipts for 2006-07 and forecast amounts through 2011-12.
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Personal Income Tax Fiscal Year Collection Components
All Funds
(millions of dollars)
2006-07 2007-08 2008-09 2009-10 2010-11 2011-12
(Actual) (Estimated) (Projected) (Projected) (Projected) (Projected)
Receipts
Withholding 26,802 28,401 30,176 32,093 33,795 36,283
Estimated Payments 10,355 11,697 12,527 13,481 14,751 15,455
Current Year 7,572 8,572 9,152 9,726 10,576 11,030
Prior Year* 2,783 3,125 3,375 3,755 4,175 4,425
Final Returns 2,102 2,116 2,211 2,359 2,516 2,682
Current Year 194 145 180 180 180 180
Prior Year* 1,907 1,971 2,031 2,179 2,336 2,502
Delinquent Collections 831 909 947 986 1027 1065
Gross Receipts 40,090 43,123 45,861 48,919 52,089 55,485
Refunds
Prior Year* 3,231 4,248 4,412 4415 4765 5163
Previous Years 257 315 290 310 330 330
Current Year* 1,500 1500 1,750 1,750 1,750 1,750
State-City Offset* 522 509 604 684 758 842
Total Refunds 5,510 6,572 7,056 7,159 7,603 8,085
Net Receipts 34,580 36,551 38,805 41,760 44,486 47,400

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

All Funds income tax receipts for 2008-09 of $38.8 billion are projected to increase
$2.3 billion or 6.2 percent over the prior year. Gross receipts are projected to increase 6.3
percent and reflect projected withholding growth of 6.2 percent ($1.8 billion), while the
growth in estimated taxes for tax year 2008 liabilities is expected to reach 6.8 percent ($580
million). Payments from extensions and final returns for tax year 2007 are projected to
increase by 8.0 percent and 4.5 percent, respectively. Receipts from delinquencies are
projected to increase $38 million over the prior year. Growth in total refunds is estimated
at $484 million or 7.4 percent.

General Fund income tax receipts are net of deposits to the STAR Fund, which
provides property tax relief, and the Revenue Bond Tax Fund (RBTF), which supports debt
service payments on State Personal Income Tax Revenue bonds. General Fund income tax
receipts for 2007-08 of $22.7 hbillion are expected to decrease by $205 million or 0.9
percent from the prior year. This decline reflects both alarge increase in STAR deposits of
$685 million associated with the middle-class rebate program, and a $1,492 million
increase in deposits to the RBTF. The latter reflects Enacted Budget legidation that
provides that deposits to the RBTF be calculated before the deposit of income tax receipts
to the STAR Fund; in previous fiscal years this transfer was calculated after the STAR
transfer, so the RBTF transfer was changed by 25 percent of the amount of the STAR
deposit.

Genera Fund income tax receipts for 2008-09 of $24.4 hillion are projected to increase
by $1.7 billion or 7.3 percent over the prior year. The increase reflects a dight reduction in
the STAR transfer which in turn is attributable to a one-time delay of a $250 million
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payment to New Y ork City until June 2009. Depositsto the RBTF are expected to increase
by 6.2 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 Estimates & Projections

(millions of dollars)

2007-08 2007-08 2008-09 2008-09
Mid-Year Executive Percent Mid-Year Executive Percent
Update Budget Change Change Update Budget Change Change
General Fund 22,697 22,735 38 0.2 23,940 24,391 451 1.9
Gross Collections 42,933 43,123 190 0.4 45,896 45,861 (35) (0.2)
Refunds (6,363) (6,572) (209) 3.3 (6,832) (7,056) (224) 3.3
STAR (4,730) (4,678) 52 (1.1) (5,358) (4,713) 645 (12.0)
RBTF (9,143) (9,138) 5 (0.1) (9,766) (9,701) 65 (0.7)
State/All Funds 36,570 36,551 (19) (0.1) 39,064 38,805 (259) (0.7)
Gross Collections 42,933 43,123 190 0.4 45,896 45,861 (35) (0.2)
Refunds (6,363) (6,572) (209) 3.3 (6,832) (7,056) (224) 3.3

Compared to the Mid-Y ear Update, 2007-08 All Funds income tax receipts are revised
down by $19 million. The decrease reflects a modest decrease in withholding of $100
million, and higher-than-projected estimated and final return payments for tax year 2007 of
$250 million and $40 million, respectively, offset by higher-than-expected refunds of $209
million ($164 million for tax year 2006 and $45 million for prior tax years).

Compared to the Mid-Y ear Update, 2008-09 All Funds income tax receipts are revised
downward by $259 million. This reflects lower withholding of $200 million, additional
estimated tax payments related to tax year 2008 of $130 million, an increase in current
return payments of $35 million related to legidation proposed with this Budget, and a $224
million increase in total refunds. The increase in refunds is the net of a $500 million
upward re-estimate for current tax year 2007 refunds, $250 million of which isthe one-time
impact of increasing the January-March refund cap from $1,500 million to $1,750 million,
a $100 million downward revision in the State-city offset, and a $176 million reduction in
refunds due to legidlation intended to promote improved tax compliance.

Personal Income Tax
(millions of dollars)
2008-09 2009-10 Annual 2010-11 Annual 2011-12 Annual
Projected Projected Change Projected Change Projected Change
General Fund 24,391 25,897 1,506 27,415 1,518 29,315 1,900
Gross Collections 45,861 48,919 3,058 52,089 3,170 55,485 3,396
Refunds (7,056) (7,159) (203) (7,603) (444) (8,085) (482)
STAR (4,713) (5,423) (710) (5,949) (526) (6,235) (286)
RBTF (9,701) (10,440) (739) (11,122) (682) (11,850) (728)
State/All Funds 38,805 41,760 2,955 44,486 2,726 47,400 2,914
Gross Collections 45,861 48,919 3,058 52,089 3,170 55,485 3,396
Refunds (7,056) (7,159) (203) (7,603) (444) (8,085) (482)

All Funds income tax receipts for 2009-10 of $41.8 hillion are projected to increase
$2.95 billion or 7.6 percent over the prior year. Gross receipts are projected to increase 6.7
percent and reflect withholding that is projected to grow by 6.4 percent ($1.9 billion).
Total estimated taxes on prior and current year liabilities reflect the expectation of
continued growth in incomes of wealthy taxpayers and will increase by an estimated 7.6
percent ($954 million). Payments from fina returns are expected to increase 6.7 percent
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($148 million). Delinquencies are projected to increase $39 million or 4.1 percent over the
prior year. Growth in total refundsis projected at $103 million or 1.5 percent over the prior
year. This low growth reflects the one-time $250 million increase in 2008-09 refunds
noted above.

Genera Fund income tax receipts for 2009-10 of $25.9 hillion are projected to increase
by $1.5 hillion, or 6.2 percent. General Fund receipts for 2009-10 reflect an increase in
STAR deposits of $710 million due to the resumption of the middle-class rebate program
as well as the fact that 2008-09 transfers were reduced by $250 million for the New Y ork
City timing change noted above, and a $739 million increase in deposits to the RBTF.

All Funds income tax receipts for 2010-11 and 2011-12 are projected to reach $44.5
billion and $47.4 billion, respectively. General Fund receipts are projected at $27.4 billion
and $29.3 hillion, respectively.

USER TAXES AND FEES

User Taxes and Fees
(millions of dollars)
2006-07 2007-08 Annual 2008-09 Annual
Actual Estimated Change Projected Change
General Fund 8,186 8,503 317 8,832 329
Sales Tax 7,539 7,865 326 8,080 215
Cigarette and Tobacco Taxes 411 407 (4) 437 30
Motor Vehicle Fees (16) (21) (5) 47 68
Alcoholic Beverage Taxes 194 200 6 220 20
ABC License Fees 58 52 (6) 48 4)
State/All Funds 13,456 13,903 447 14,217 314
Sales Tax 10,738 11,199 461 11,504 305
Cigarette and Tobacco Taxes 985 973 (12) 1,052 79
Motor Fuel 513 511 (2) 351 (160)
Motor Vehicle Fees 769 772 3 830 58
Highw ay Use Tax 153 148 (5) 162 14
Alcoholic Beverage Taxes 194 200 6 219 19
ABC License Fees 58 51 ©) 48 )
Auto Rental Tax 46 49 3 51 2

All Funds user taxes and fees receipts for 2007-08 are estimated to be $13.9 hillion, an
increase of $447 million or 3.3 percent from 2006-07. Sales tax receipts are expected to
increase by $461 million from the prior year due to a base growth of 3.5 percent before the
impact of law changes. This is due largely to projected modest increases in employment,
income and overall taxable consumption. Non-sales tax user taxes and fees are estimated
to decrease by $14 million from 2006-07 mainly due a decrease in cigarette tax and
highway use tax collections.

General Fund user taxes and fees receipts are expected to total $8.5 billion in 2007-08,
an increase of $317 million or 3.9 percent from 2006-07. The increase reflects an increase
in salestax receipts of $326 million due to base growth.

All Funds user taxes and fees receipts for 2008-09 are projected to be $14.2 hillion, an
increase of $314 million, or 2.3 percent from 2007-08. General Fund user taxes and fees
receipts are projected to total $8.8 billion in 2008-09, an increase of $329 million, or 3.9
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percent from 2007-08. This increase largely reflects a projected increase in sales tax and
motor vehicle fee receipts. Motor vehicle fee receipts are projected to increase due to a
proposal to offer a “Western Hemisphere Trave Initiative’” compliant driver's license in
New York State. The large decline in motor fuel tax receipts reflects the proposal in this
Budget to combine the motor fuel tax into the petroleum business tax.

User Taxes and Fees Change From Mid-Year Update Estimates & Projections
(millions of dollars)

2007-08 2007-08 2008-09 2008-09
Mid-Year Executive Percent Mid-Year Executive Percent
Update Budget Change Change Update Budget Change Change
General Fund 8,506 8,503 3) (0.0) 8,805 8,832 27 0.3
Sales Tax 7,865 7,865 0 0.0 8,103 8,080 (23) (0.3)
Cigarette and Tobacco Taxes 407 407 0 0.0 436 437 1 0.2
Motor Vehicle Fees (18) (21) 3) 16.7 13 a7 34 261.5
Alcoholic Beverage Taxes 200 200 0 0.0 205 220 15 7.3
ABC License Fees 52 52 0 0.0 48 48 0 0.0
State/All Funds 13,906 13,903 3) (0.0) 14,369 14,217 (152) (1.1)
Sales Tax 11,199 11,199 0 0.0 11,546 11,504 (42) (0.4)
Cigarette and Tobacco Taxes 973 973 0 0.0 1,048 1,052 4 0.4
Motor Fuel 511 511 0 0.0 523 351 (172) (32.9)
Motor Vehicle Fees 775 772 3) (0.4) 794 830 36 4.5
Highw ay Use Tax 148 148 0 0.0 154 162 8 5.2
Alcoholic Beverage Taxes 200 200 0 0.0 205 219 14 6.8
ABC License Fees 51 51 0 0.0 48 48 0 0.0
Auto Rental Tax 49 49 0 0.0 51 51 0 0.0

All Funds user taxes and fees in 2007-08 are revised down by $3 million from the Mid-
Year Update. All Funds user taxes and fees are revised down by $152 million for 2008-09;
this revision is mainly due to the proposed combination of the State sales tax on motor fuel
and diesel motor fuel and the motor fuel tax with the petroleum business tax effective
December 1, 2008. Thiswill be offset by an increase in the petroleum business tax rate.

User Taxes and Fees
(millions of dollars)
2008-09 2009-10 Annual 2010-11 Annual 2011-12 Annual
Projected Projected Change Projected Change Projected Change
General Fund 8,832 8,912 80 9,251 339 9,620 369
Sales Tax 8,080 8,125 45 8,438 313 8,778 340
Cigarette and Tobacco Taxes 437 432 (5) 428 4) 428 0
Motor Vehicle Fees 47 76 29 105 29 126 21
Alcoholic Beverage Taxes 220 227 7 232 5 236 4
ABC License Fees 48 52 4 48 4) 52 4
State/All Funds 14,217 14,017 (200) 14,470 453 15,006 536
Sales Tax 11,504 11,597 93 12,044 447 12,527 483
Cigarette and Tobacco Taxes 1,052 1,040 (12) 1,027 (13) 1,025 (2
Motor Fuel 351 0 (351) 0 0 0 0
Motor Vehicle Fees 830 870 40 883 13 919 36
Highw ay Use Tax 162 178 16 181 3 188 7
Alcoholic Beverage Taxes 219 227 8 232 5 236 4
ABC License Fees 48 52 4 48 (4) 53 5
Auto Rental Tax 51 53 2 55 2 58 3
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All Funds user taxes and fees in 2009-10 are projected to decrease by $200 million and
then increase by $453 million in 2010-11 and $536 million in 2011-12. Again, the 2009-10
decrease reflects the proposed consolidation of the motor fuel tax, and sales tax on motor
fuel and diesel motor fuel into the petroleum business tax.

BUSINESS TAXES

Business Taxes
(millions of dollars)
2006-07 2007-08 Annual 2008-09 Annual
Actual Estimated Change Projected Change
General Fund 6,468 6,300 (168) 7,254 954
Corporate Franchise Tax 3,676 3,575 (101) 4,138 563
Corporation & Utilities Tax 626 618 8) 589 (29)
Insurance Tax 1,142 1,176 34 1,405 229
Bank Tax 1,024 931 (93) 942 11
Petroleum Business Tax 0 0 0 180 180
State/All Funds 8,606 8,437 (169) 9,721 1,284
Corporate Franchise Tax 4,228 4,106 (122) 4,745 639
Corporation & Utilities Tax 820 816 4) 787 (29)
Insurance Tax 1,258 1,292 34 1,555 263
Bank Tax 1,210 1,094 (116) 1,096 2
Petroleum Business Tax 1,090 1,129 39 1,538 409

All Funds business tax receipts for 2007-08 are estimated at over $8.4 billion, a
decrease of $169 million, or 2.0 percent from the prior year. The decrease is primarily due
to decreases in corporate franchise tax receipts of 2.9 percent and bank tax receipts of 9.6
percent. The decrease in corporate franchise tax receipts is attributable to reduced audit
and compliance payments and high refund payments, more than offsetting current-year
receipts growth in the ongoing base. In addition, current year receipts were supplemented
by the closing of severa loopholes in the 2007-08 Enacted Budget. The change in current
year bank tax receipts reflects a significant decrease in audit receipts and a modest increase
in the payments on current year estimated liability. In addition, an overall 0.5 percent
decrease in corporation and utilities taxes reflects growth of 4.6 percent in non-audit
receipts and a decline of 40 percent in audit receipts from 2006-07 levels. Y ear-to-date
trends suggest that increases in receipts from electric utilities will be offset by decreasesin
recel pts from the telecommunications industry.

All Funds Business Tax Audit and Non Audit Receipts
(millions of dollars)

2003-04  2004-05  2005-06  2006-07  2007-08

Actual Actual Actual Actual  Estimated
Corporate Franchise Tax 1,701 2,110 3,053 4,228 4,106
Audit 232 397 653 1,133 1,020
Non-Audit 1,470 1,713 2,400 3,095 3,086
Corporation and Utilties Taxes 882 827 832 820 816
Audit 30 43 101 52 20
Non-Audit 852 784 731 768 796
Insurance Taxes 1,031 1,108 1,083 1,258 1,292
Audit 28 32 33 56 41
Non-Audit 1,003 1,076 1,050 1,202 1,251
Bank Tax 342 675 975 1,210 1,094
Audit 39 24 330 299 116
Non-Audit 303 651 645 911 978
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The decreases in All Funds corporate franchise and bank tax receipts are partialy offset
by increases in the All Funds receipts from the insurance tax of 2.7 percent and the
petroleum business tax of 3.6 percent. The overal increase in insurance tax receipts
reflects modest growth in the ongoing base of insurance tax receipts of 4.1 percent over the
prior year and a 27 percent decline in audit receipts from the prior year. The increase in
petroleum business tax receipts is primarily due to the increase of 5.0 percent in the
petroleum business tax rate index effective January 1, 2007, offset by an expected 1.2
percent decrease in January 2008. The petroleum business tax increase aso reflects the
impact of proposed |egidation to consolidate the motor fuel and petroleum business taxes.

All Funds business tax receipts for 2008-09 of $9.7 hillion are projected to increase by
nearly $1.3 billion, or 15.2 percent over the prior year. Proposed legidation that would
reclassify receipts from the motor fuel tax and sales tax on motor fuel and diesel motor fuel
as petroleum business tax receipts accounts for $358 million of the increase. This increase
will be offset by a comparable decrease in the sales tax and motor fuel tax receipts in the
user taxes and fees category. (See“User Taxes and Fees’ above.)

Non-audit business tax receipts before these Executive Budget initiatives are projected
to increase by just 0.2 percent. The overall increase reflects a projected increase in the
growth of non-audit corporate franchise tax receipts of 4.3 percent, a decrease of 16.0
percent in non-audit bank tax receipts, an increase in non-audit corporation and utilities
taxes of 0.6 percent, and a 4.4 percent increase in the petroleum business tax receipts. Non-
audit receipts from the insurance taxes are projected to decrease by 1.3 percent. Audit
receipts related to All Funds business taxes are projected to increase by approximately 5.3
percent or roughly $58 million from 2007-08.

Genera Fund business tax receipts for 2007-08 of $6.3 billion are estimated to decrease
by $168 million, or 2.6 percent below 2006-07. Business tax receipts deposited to the
Genera Fund reflect the All Funds trends discussed above.

Genera Fund business tax receipts for 2008-09 of nearly $7.3 billion are projected to
increase $954 million, or 15 percent over the prior year. Business tax receipts deposited to
the Genera Fund reflect the All Funds trends and the Executive Budget initiatives
discussed above.
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Business Taxes Change From Mid-Year Update Estimates & Projections
(millions of dollars)

2007-08 2007-08 2008-09 2008-09
Mid-Year Executive Percent Mid-Year Executive Percent
Update Budget Change Change Update Budget Change Change
General Fund 6,500 6,300 (200) (3.1) 6,669 7,254 585 8.8
Corporate Franchise Tax 3,675 3,575 (100) (2.7) 3,966 4,138 172 4.3
Corporation & Utilities Tax 618 618 0 0.0 623 589 (34) (5.5)
Insurance Tax 1,176 1,176 0 0.0 1,161 1,405 244 21.0
Bank Tax 1,031 931 (100) (9.7 919 942 23 2.5
Petroleum Business Tax 0 0 0 0.0 0 180 180 -
State/All Funds 8,652 8,437 (215) (2.5) 8,881 9,721 840 9.5
Corporate Franchise Tax 4,206 4,106 (100) (2.4) 4,531 4,745 214 4.7
Corporation & Utilities Tax 816 816 0 0.0 821 787 (34) (4.1)
Insurance Tax 1,292 1,292 0 0.0 1,276 1,555 279 21.9
Bank Tax 1,209 1,094 (115) (9.5) 1,073 1,096 23 2.1
Petroleum Business Tax 1,129 1,129 0 0.0 1,180 1,538 358 30.3

Compared to the Mid-Y ear Update, 2007-08 All Funds business tax receipts are revised
down by $215 million, or 2.5 percent to $8.4 hillion. The decrease in the estimate reflects
year-to-date results in the business taxes, which suggest lower growth in the corporate
franchise tax receipts and bank tax receipts than anticipated in the Mid-Y ear Update.

All Funds business tax receipts for 2008-09 are revised up by $840 million, or 9.5
percent from the Mid-Y ear Update. The increase reflects a downward revision in the base
of $235 million, more than offset by the first-year impact of Executive Budget initiatives

proposed with this Budget.
Business Taxes
(millions of dollars)
2008-09 2009-10 Annual 2010-11 Annual 2011-12 Annual
Projected Projected Change Projected Change Projected Change
General Fund 7,254 7,816 562 7,866 50 8,218 352
Corporate Franchise Tax 4,138 4,265 127 4,258 (@) 4,497 239
Corporation & Utilities Tax 589 599 10 608 9 612 4
Insurance Tax 1,405 1,466 61 1,505 39 1,549 44
Bank Tax 942 928 (14) 935 7 997 62
Petroleum Business Tax 180 558 378 560 2 563 3
State/All Funds 9,721 10,700 979 10,763 63 11,171 408
Corporate Franchise Tax 4,745 4,891 146 4,883 (8) 5,156 273
Corporation & Utilities Tax 787 797 10 807 10 812 5
Insurance Tax 1,555 1,625 70 1,668 43 1,716 48
Bank Tax 1,096 1,076 (20) 1,084 8 1,156 72
Petroleum Business Tax 1,538 2,311 773 2,321 10 2,331 10

All Funds business tax receipts for 2009-10, 2010-11 and 2011-12 reflect trend growth
that is determined in part by the expected level of corporate profits, the projected increase
in taxable insurance premiums, estimated increases in electric utility consumption prices
and the consumption of telecommunications services. In addition, the fully effective
impact of the Executive Budget initiatives supplements out-year growth. Business tax
receipts will increase to $10.7 billion (10.1 percent) in 2009-10, $10.8 billion (0.6 percent)
in 2010-11, and $11.2 billion (3.8 percent) in 2011-12. Projected General Fund business
tax receipts reflect the factors outlined above and the out-year impact of Executive Budget
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initiatives. General Fund business tax receipts over this period are expected to increase to
$7.8 billion (7.7 percent) in 2009-10, $7.9 billion (0.6 percent) in 2010-11, and $8.2 billion
(4.5 percent) in 2011-12.

OTHER TAXES

Other Taxes
(millions of dollars)
2006-07 2007-08 Annual 2008-09 Annual
Actual Estimated Change Projected Change
General Fund 1,075 1,030 (45) 1,194 164
Estate Tax 1,063 1,006 (57) 1,170 164
Gift Tax (10) 0 10 0 0
Real Property Gains Tax 0 0 0 0 0
Pari-mutuel Taxes 21 23 2 23 0
All Other Taxes 1 1 0 1 0
State/All Funds 2,097 2,036 (61) 2,169 133
Estate Tax 1,063 1,006 (57) 1,170 164
Gift Tax (10) 0 10 0 0
Real Property Gains Tax 0 0 0 0 0
Real Estate Transfer Tax 1,022 1,006 (16) 975 (31)
Pari-mutuel Taxes 21 23 2 23 0
All Other Taxes 1 1 0 1 0

All Funds other tax receipts for 2007-08 are estimated to be more than $2.0 hbillion,
down $61 million or 2.9 percent from 2006-07 receipts, reflecting declines in estate tax
receipts and the real estate transfer tax. General Fund other tax receipts are expected to total
$1.0 billion in fiscal year 2007-08, a decrease of $45 million.

All Funds other tax receiptsin 2008-09 are projected to be nearly $2.2 hillion, up $133
million or 6.5 percent from 2007-08, reflecting modest retrenchment in real estate transfer
tax receipts as well as areturn to anormal estate tax collection pace. General Fund receipts
for 2008-09 are projected to total nearly $1.2 billion, an increase of $164 million.

Other Taxes Change From Mid-Year Update Estimates & Projections
(millions of dollars)

2007-08 2007-08 2008-09 2008-09
Mid-Year Executive Percent Mid-Year Executive Percent
Update Budget Change Change Update Budget Change Change
General Fund 1,102 1,030 (72) (6.5) 1,211 1,194 a7 (1.4)
Estate Tax 1,081 1,006 (75) (6.9) 1,190 1,170 (20) 1.7)
Gift Tax 0 0 0 0.0 0 0 0 0.0
Real Property Gains Tax 0 0 0 0.0 0 0 0 0.0
Pari-mutuel Taxes 20 23 3 15.0 20 23 3 15.0
All Other Taxes 1 1 0 0.0 1 1 0 0.0
State/All Funds 2,077 2,036 (41) (2.0) 2,186 2,169 a7 (0.8)
Estate Tax 1,081 1,006 (75) (6.9) 1,190 1,170 (20) .7
Gift Tax 0 0 0 0.0 0 0 0 0.0
Real Property Gains Tax 0 0 0 0.0 0 0 0 0.0
Real Estate Transfer Tax 975 1,006 31 3.2 975 975 0 0.0
Pari-mutuel Taxes 20 23 3 15.0 20 23 3 15.0
All Other Taxes 1 1 0 0.0 1 1 0 0.0
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All Funds other tax receipt estimates for 2007-08 have been revised down $41 million
from the Mid-Year Update estimate. Receipts estimates for the estate tax have been
reduced reflecting the decline in collections from larger estates while the real estate transfer
tax estimate has been increased modestly as the strength of the Downstate commercial real
estate market continues.

Genera Fund other taxes receipts projections for 2008-09 are revised down by $17
million from the Mid-Year Update, reflecting dightly sower growth in estate tax
collections.

Other Taxes
(millions of dollars)

2008-09 2009-10 Annual 2010-11 Annual 2011-12 Annual

Projected Projected Change Projected Change Projected Change
General Fund 1,194 1,325 131 1,408 83 1,498 90
Estate Tax 1,170 1,301 131 1,384 83 1,474 90
Gift Tax 0 0 0 0 0 0 0
Real Property Gains Tax 0 0 0 0 0 0 0
Pari-mutuel Taxes 23 23 0 23 0 23 0
All Other Taxes 1 1 0 1 0 1 0
State/All Funds 2,169 2,325 156 2,408 83 2,498 90
Estate Tax 1,170 1,301 131 1,384 83 1,474 90
Gift Tax 0 0 0 0 0 0 0
Real Property Gains Tax 0 0 0 0 0 0 0
Real Estate Transfer Tax 975 1,000 25 1,000 0 1,000 0
Pari-mutuel Taxes 23 23 0 23 0 23 0
All Other Taxes 1 1 0 1 0 1 0

The 2009-10 All Funds receipts projection for other taxes is just over $2.3 billion, up
$156 million or 7.2 percent from 2008-09 receipts. Growth in the estate tax is projected to
follow expected increases in household net worth and receipts from the real estate transfer
tax continue to reflect the dowdown in the housing market.

The 2010-11 All Funds receipts projection for other taxesis approximately $2.4 billion,
up $83 million or 3.6 percent from 2009-10 receipts. The forecast reflects continued
increases in household net worth aswell asin the value of real property transfers.

The 2011-12 All Funds receipts projection for other taxesis nearly $2.5 billion, up $90

million (3.7 percent) from 2010-11 as continued moderate growth in estate tax collections
is expected.
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MISCELLANEOUS RECEIPTS AND FEDERAL GRANTS

Miscellaneous Receipts and Federal Grants
(millions of dollars)

2006-07 2007-08 Annual 2008-09 Annual

Actual Estimated Change Projected Change
General Fund 2,420 2,515 95 2,279 (236)
Miscellaneous Receipts 2,268 2,444 176 2,238 (206)
Federal Grants 152 71 (81) 41 (30)
State Funds 18,015 19,994 1,979 21,206 1,212
Miscellaneous Receipts 17,863 19,922 2,059 21,164 1,242
Federal Grants 152 72 (80) 42 (30)
All Funds 53,657 55,908 2,251 58,193 2,285
Miscellaneous Receipts 18,078 20,067 1,989 21,310 1,243
Federal Grants 35,579 35,841 262 36,883 1,042

All Funds miscellaneous receipts include moneys received from the Hedth Care
Reform Act (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 $20.1 billion in 2007-08, an increase of
$2.0 billion from 2006-07 largely driven by growth in: HCRA surcharge revenues ($689
million); lottery revenues, including video lottery terminals (VLTs) ($256 million); and
children and family services restructuring of the Youth Facility Per Diem Account ($114
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 federaly-reimbursed spending.
Accordingly, DOB typicaly plans that Federal reimbursement will be received in the State
fiscal year in which spending occurs, but timing sometimes varies. All Funds Federal
grants are projected to total $35.8 hillion in 2007-08, an increase of $262 million from
2006-07. Federal spending is expected to increase for Public Health ($315 million), mental
hygiene ($147 million), transportation ($129 million), homeland security ($141 million)
and temporary and disability assistance ($80 million). These increases are partialy offset
by areduction in Federal Medicaid ($593 million).

General Fund miscellaneous receipts collections are estimated to be approximately $2.4
billion in 2007-08, up $176 million from 2006-07 receipts. This increase is primarily due
to a New York Power Authority payment, an ESDC property sale, a Driver's
Responsibility Program portion dedicated to the General Fund and the Hartford Financial
Services Settlement. General Fund Federa grants are expected to decline by $81 million
from the prior-year, reflecting the loss of the Medicare Part D subsidy.

All Funds miscellaneous receipts are projected to total $21.3 billion in 2008-09, an
increase of more than $1.2 hillion from the current year, driven by: growth in programs
financed with authority bond proceeds ($706 million), including spending for economic
development, environment, education and mental health; projected first year receipts for
the proposal to redirect all unclaimed bottle deposits to support spending in the
Environmental Protection Fund ($25 million); growth in lottery revenues, including VLTs
($340 million); SUNY revenue ($68 million); and statewide Civil Legal Services funding
($53 million.) All Funds Federal grants are projected to total $36.9 billion in 2008-09, an
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increase of $1.0 billion from the current year. Federa spending is expected to increase for
Medicaid ($471 million), social services ($160 million), and homeland security ($76
million). These increases would be dightly offset by a decrease of approximately $14
million due to the potential loss of the Medicare Part D Subsidy should a conversion occur.
Such a conversion would have no negative impact on retirees while potentially reducing
State spending. In most cases, the grant levels reflect projected changes in State spending
levels and a corresponding change in estimated Federal reimbursement, not changes in aid
levelsfor New Y ork authorized by Congress.

Genera Fund miscellaneous receipts collections in 2008-09 are projected to reach
approximately $2.2 billion, down $206 million from 2007-08 estimates, due to the loss of
revenue from the New York Power Authority, and decreases in indirect costs revenue and
abandoned property transfers, partially offset by increases in receipts due to the Monroe
County Medicaid sales tax intercept payments.

Miscellaneous Receipts& Federal Grants Change From Mid-Year Update Estimates & Projections
(millions of dollars)

2007-08 2007-08 2008-09 2008-09
Mid-Year Executive Percent Mid-Year Executive Percent
Update Budget Change Change Update Budget Change Change
General Fund 2,515 2,515 0 0.0 2,107 2,279 172 8.2
Miscellaneous Receipts 2,444 2,444 0 0.0 2,052 2,238 186 9.1
Federal Grants 71 71 0 0.0 55 41 (14) (25.5)
State Funds 19,983 19,994 11 0.1 19,928 21,206 1,278 6.4
Miscellaneous Receipts 19,911 19,922 11 0.1 19,872 21,164 1,292 6.5
Federal Grants 72 72 0 0.0 56 42 (14) (25.0)
All Funds 56,075 55,908 (167) (0.3) 57,850 58,193 343 0.6
Miscellaneous Receipts 20,059 20,067 8 0.0 20,015 21,310 1,295 6.5
Federal Grants 36,016 35,841 (175) (0.5) 37,835 36,883 (952) (2.5)

All Funds miscellaneous receipts are projected to total $20.1 billion in 2007-08,
virtually unchanged from the Mid-Year Update. All Funds Federal grants are projected to
total $35.8 hillion in 2007-08, a downward revision of $175 million from the Mid-Y ear
Update. This results from sower than expected spending against Federa homeland
security grants and delayed implementation of the Federal Help Americans Vote Act
mandate.

General Fund miscellaneous receipts and Federa grants in 2007-08 have not been
revised from the Mid-Y ear Update.

All Funds Federal grants are projected to total $36.9 billion in 2008-09, a downward
revision of nearly $1.0 billion from the Mid-Year Update. Federa aid is expected to
decrease for Medicaid ($620 million), homeland security ($202 million) and elections
($203 million).

General Fund miscellaneous receipts and Federal grants projections for 2008-09 are
revised up by $172 million from the Mid-Year Update, primarily due to a larger than
expected payment from the State of New York Mortgage Agency and increases in
investment income, abandoned property and bond issuance charges.
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Miscellaneous Receipts and Federal Grants
(millions of dollars)

2008-09 2009-10 Annual 2010-11 Annual 2011-12 Annual
Projected Projected Change Projected Change Projected Change
General Fund 2,279 2,186 (93) 2,261 75 2,060 (201)
Miscellaneous Receipts 2,238 2,186 (52) 2,261 75 2,060 (201)
Federal Grants 41 0 (41) 0 0 0 0
State Funds 21,206 21,166 (40) 21,681 515 21,408 (273)
Miscellaneous Receipts 21,164 21,165 1 21,680 515 21,407 (273)
Federal Grants 42 1 (41) 1 0 1 0
All Funds 58,193 59,405 1,212 61,186 1,781 62,220 1,034
Miscellaneous Receipts 21,310 21,305 5) 21,826 521 21,547 (279)
Federal Grants 36,883 38,100 1,217 39,360 1,260 40,673 1,313

In 2009-10, Genera Fund miscellaneous receipts and Federal grants are projected to be
nearly $2.2 billion, down $52 million from 2008-09. This decrease primarily results from
the loss of the SONYMA payment and reduced transfers from abandoned property and a
possible conversion of a Medicare D (Prescription Drug) Plan for retirees to a contracted
Medicare D plan.

Genera Fund miscellaneous receipts in 2010-11 are projected to be amost $2.3 billion,
up $75 million from the prior year. Thisincrease is primarily due to projected collections
from other transactions.

In 2011-12, Genera Fund receipts are projected to be nearly $2.1 billion, a decrease of
approximately $201 million from 2010-11. This decrease is amost solely due to reduced
collections from other transactions.

PROPOSED LAW CHANGES

The 2008-09 Budget contains no tax increases. Measures are included to ensure that
taxpayers are properly reflecting New York taxable income and that unintended and
anachronigtic tax statutes are changed to eliminate tax loopholes. In addition, given the
current fiscal stress caused by the dowdown in national economic activity, measures are
proposed to delay certain aready enacted STAR provisions. Other actions reform existing
provisions of Tax Law to make them operate more effectively and equitably. This Budget
proposes several modest tax reduction initiatives. The tax policy changes proposed with
this Budget are reported in summary below and in detail in the tax-by-tax write-ups
contained in the separate “Economic and Revenue Outlook” report provided with the
Executive Budget.
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All Funds Legislation
(millions of dollars)

2008-09 2009-10 2010-11 2011-12
Revenue Enhancements 1,519 1,588 1,350 1,365
Personal Income Tax 211 247 247 247
Amend Definitions of Temporary Stay 0 15 15 15
Amend Definition of Presence in New Y ork 0 5 5 5
Tax Gain from Sale of Partnerships 0 10 10 10
Refund Offsets 1 1 1 1
Improve Audit and Compliance Efforts 175 175 175 175
LLC Minimum Partner Fees 35 35 35 35
Make Permanent Reporting of Tax Shelters 0 6 6 6
STAR 354 380 165 175
Increase STAR Exemption Floor from 5 percent to 10 percent 110 115 120 125
Delay Basic Middle Class Rebates 169 175 0 0
Authorize Tax Department to Offset Debts Against STAR Rebates 15 15 15 15
Restructure New York City STAR 60 75 30 35
User Taxes and Fees 192 200 177 182
Voluntary Disclosure and Compliance Program 30 0 0 0
Repeal Bad Debt Provisions 7 9 9 9
Limit Tax Exemptions for Sales by Non-Profits 8 15 15 15
Close Loophole on Tax Avoidance 4 6 6 6
Require Sales Tax Vendors to Re-register 12 37 12 4
Conform Tax Treatment of Little Cigars 4 5 5 5
Conform Tax Treatment of Flavored Malt Beverages 15 18 18 18
Require Tax Stamp on llegal Drugs 13 17 17 17
Western Hemisphere Travel Initiative 53 20 10 10
Sales Tax Nexus a7 73 85 98
Business Taxes 762 761 761 761
Improve Audit and Compliance Efforts 55 75 75 75
Voluntary Disclosure and Compliance Program 20 0 0 0
LLC Minimum Partner Fees 40 40 40 40
Make Permanent Reporting of Tax Shelters 0 11 11 11
Credit Card Nexus 95 75 75 75
Conforming HMOs Taxation 247 288 288 288
Capital Base 98 70 70 70
Decoupling from Federal QPAI Regulations 56 56 56 56
Expiration of ITC for Financial Services 35 75 75 75
Simplify Taxation of Motor Fuel 13 56 56 56
License Reader Enforcement 8 15 15 15
Modify Pre-Payment Requirements 95 0 0 0
Tax Reductions (24) (23) (23) (20)
Encourage Alternative Fuel Production - Biofuel 0 (1) 1) (1)
Expand the New Y ork State Film Credit (5) (10) (15) (15)
Low Income Housing Credit (4) (4) 4) (4)
Handicapped Accessible Taxis Credit 0 3) ) 0
Pow er for Jobs Program (15) (5) 0 0
All Funds Legislation Change With STAR 1,495 1,565 1,327 1,345
All Funds Legislation Change Without STAR 1,141 1,185 1,162 1,170
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SCHOOL TAX RELIEF

Postpone for one year scheduled increases in Basic Middle-Class STAR Rebates
and New Y ork City personal income tax credits.

Increase the “floor” in STAR exemption amounts from 5 percent to 10 percent.
Authorize the Tax Department to offset tax and other debts against STAR rebates.
Eliminate the New York City STAR credit to taxpayers with income over
$250,000.

PERSONAL INCOME TAX

Create a tax credit for purchases of clean heating fuel (“bioheat™) used for
residential purposes.

Restructure and reform the fees and minimum taxes imposed on limited liability
companies, other partnerships, and corporations.

Amend the definition of “presence in New York” for determining the residency of
taxpayers.

Require inclusion of the gain from the sale of partnership interests as NY -source
income to non-resident taxpayers to the extent that these gain are from sales of real
property located in New Y ork.

Require taxpayers to pay the fees charged by the Federal government and other
states for offsetting refunds for New York State income tax debts owed by those
taxpayers.

Enact a tax enforcement and compliance reform program.

Reform the Brownfields Tax Credit program.

Make tax shelter reporting requirements permanent.

Authorize the Department of Taxation and Finance to conduct a study of the
taxation of nonresidents with limited work presencein New Y ork (administrative).

BUSINESS TAXES

Increase the aggregate amount of low-income housing tax credits that the
Commissioner of Housing and Community Renewal may allocate.

Continue to deter the use of tax shelters by making permanent the provisions
allowing the Department of Taxation and Finance to require the reporting and
disclosure of Federal and New Y ork reportable and listed transactions that may be
improper tax avoidance practices.

Conform to the practices of 18 other states that have decoupled from the Federal
deduction related to qualified production activities and require taxpayers to add
back income from this deduction for New Y ork tax purposes.

Make statutory technical corrections and structural alterations necessary to
eliminate rea estate investment trust (REIT) and regulated investment company
(RIC) loopholes that remained after legidation was enacted in 2007 to address
REIT and RIC loopholes.

Restructure and reform the fees and minimum taxes imposed on limited liability
companies, other partnerships, and corporations.

Reduce the corporation franchise tax capital base rate, eliminate the tax liability cap
on this base for non-manufacturers, and conform the definition of “manufacturer”
under the capital base to the definition under the entire net income base.
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Reclassify for-profit health maintenance organizations (HMQOs) as insurance
taxpayers so that these HMOs would be subject to the premiums tax of Tax Law
section 1502-a instead of the business corporation tax of Article 9-A and would be
treated like traditional health insurersfor tax purposes.

Classify credit card companies doing a specified level of business in the State as
taxpayers under the Article 32 bank tax.

Reform the Brownfields tax credit program.

Extend MTA surcharges on business taxes by four years.

Change the mandatory first estimated tax payment for al business taxes from 25
percent to 30 percent.

Extend for two years the credit for taxicabs and livery service vehicles that are
accessible by individuals with disabilities.

Expand the New Y ork State film credit.

Extend the Power for Jobs program by one year, through June 30, 2009.

Create a new persona income and corporate franchise tax credit for purchases of
clean heating fuel (“bioheat™) used for residential purposes.

Enact atax enforcement and compliance reform program.

Combine the Petroleum Business Tax, the Motor Fuel Tax and the State sales tax
on fuel into one Petroleum Business Tax.

Allow the Commissioner of Taxation and Finance to use new technologies to help
combat bootlegging of fuelsinto the State and provide alevel playing field.

OTHER ACTIONS

Require non-profit tax-exempt organizations to collect sales tax on certain sales,
rentals and leases.

Narrow the sales tax exemption for commercial aircraft and the use tax exemption
for motor vehicle, vessels, and aircraft in order to curtail certain abusive sales and
use tax avoidance schemes.

Ingtitute a re-registration program that would be applicable to new registrations and
re-registrations of vendors.

Create an evidentiary presumption that certain sellers using New York State
residents to solicit sales in the State are vendors required to collect sales and use
tax.

Institute a voluntary disclosure and compliance program.

Extend the seven day liquor sales law.

Eliminate the sunset of Quick Draw and remove the location restrictions.

Reclassify little cigars as cigarettes.

Modify the tax treatment of flavored malt beverages.

Repeal the private label credit card provision.

Require atax stamp onillegal drugs.

Authorize VLT facility at Belmont Park.
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2008-09 DISBURSEMENTS FORECAST

Total Disbursements
(millions of dollars)
2007-08 2008-09 Annual $ Annual %
Current Proposed Change Change
State Operating Funds 77,909 81,825 3,916 5.0%
General Fund * 50,831 53,859 3,028 6.0%
Other State Funds 22,728 23,276 548 2.4%
Debt Service Funds 4,350 4,690 340 7.8%
All Governmental Funds 118,314 124,329 6,015 5.1%
State Operating Funds 77,909 81,825 3,916 5.0%
Capital Projects Funds 6,645 7,927 1,282 19.3%
Federal Operating Funds 33,760 34,577 817 2.4%

*Excludes transfers.

State Operating Funds spending, which includes both the General Fund and spending
from other operating funds supported by assessments, tuition, HCRA resources and other
non-Federal revenues, is projected to total $81.8 billion in 2008-09. All Funds spending,
which includes capital spending and Federal aid in addition to State Operating Funds, is
projected to total $124.3 billion in 2008-09. The Financia Plan projections assume that the
2008-09 Executive Budget is enacted in its entirety.
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The major sources of annual spending change between 2007-08 and 2008-09 (after
Executive Budget recommendations) are summarized in the table below.

Executive Budget Spending Projections -- After Executive Budget Recommendations
Major Sources of Annual Change
(millions of dollars)

Total State Capital Federal
General Other State Operating Projects Operating Total
Fund * Funds** Funds Funds Funds All Funds
2007-08 Revised Estimate*** 50,831 27,078 77,909 6,645 33,760 118,314
Major Functions
Public Health:
Medicaid 1,038 (207) 831 0 471 1,302
Public Health/Aging (21) 22 1 63 (7) 57
K-12 Education:
School Aid 1,203 166 1,369 0 11 1,380
All Other Education Aid 42) 5 (37) 66 16 45
STAR 0 34 34 0 0 34
Higher Education 109 29 138 93 5 236
Social Services:
Temporary and Disability Assistance (246) 1 (245) 0 62 (183)
Children and Family Services 167 1 168 0 98 266
Mental Hygiene 84 30 114 83 56 253
Transportation 0 221 221 389 0 610
General State Charges 155 22 177 0 10 187
Debt Service 135 201 336 0 0 336
All Other Changes
Economic Development 27) 23 4) 304 0 300
Judiciary 186 3 189 14 1) 202
Local Government Aid 199 0 199 0 0 199
Collective Bargaining 197 0 197 0 0 197
Correctional Services 16 5 21 45 30 96
Empire State Stem Cell Trust Fund 0 85 85 0 0 85
Homeland Security 0 1) 1) @) 76 68
Parks and Recreation ?3) 3) (6) 69 0 63
State Equipment Financing 0 0 0 61 0 61
Elections 0 (7) ) 0 47 40
State Police (41) 42 1 27 1 29
Interest on Lawyer Account 0 28 28 0 0 28
Department of State (20) 7 ?3) 47 0 (50)
Military and Naval Affairs (65) 18 47) 17 (72) (102)
All Other (6) 163 157 105 14 276
2008-09 Executive Budget Estimate 53,859 27,966 81,825 7,927 34,577 124,329
Annual Dollar Change 3,028 888 3,916 1,282 817 6,015
Annual Percent Change 6.0% 3.3% 5.0% 19.3% 2.4% 5.1%

*Excludes Transfers
**Includes State Special Revenue and Debt Service Funds
*»*Adjusted to reflect a Medicaid Transparency initiative described later.
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The spending forecast for each of the State’'s major programs and activities follows. In
genera, the forecasts are described in two parts: the current services estimate for each

functional area or activity; and the Executive Budget recommendations and resulting
annual change in spending.

Projected current services disbursements are based on agency staffing levels, program
caseloads, formulas contained in State and Federal law, inflation and other factors. The
factors that affect spending estimates vary by program. For example, welfare spending is
based primarily on anticipated caseloads that are estimated by analyzing historical trends,
projected economic conditions, and changes in Federal law. All projections account for the

timing of payments, since not al the amounts appropriated in the Budget are disbursed in
the same fiscal year.

Major assumptions used in preparing the spending projections for the State’s major
programs and activities are summarized in the following tables.
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Forecast for Selected Program Measures Affecting Local Assistance

(millions of dollars, where applicable)

Actual Forecast
2006-07 2007-08 2008-09 2009-10 2010-11 2011-12
Medicaid
Medicaid Enrollment 3,608,075 3,581,311 3,665,541 3,746,047 3,994,438 4,149,548
Family Health Plus Enroliment 514,058 525,596 545,996 563,084 605,390 605,390
Child Health Plus Enroliment 388,187 396,375 460,614 494,112 499,053 504,043
Medicaid Inflation 2.4% 2.0% 2.9% 3.0% 3.0% 3.0%
Medicaid Utilization 1.1% -3.3% 1.6% 3.3% 3.7% 4.0%
State Takeover of County/NYC Costs (Total) $622 $677 $939 $1,198 $1,539 $1,920
- Family Health Plus $424 $442 $453 $467 $484 $484
- Medicaid* $198 $235 $486 $731 $1,055 $1,436
Education
School Aid (School Year) $17,800 $19,600 $21,000 $23,100 $25,600 $27,200
K-12 Enroliment 2,783,153 2,758,856 2,758,856 2,758,856 2,758,856 2,758,856
Public Higher Education Enrollment (FTEs) 499,082 512,362 518,431 525,408 529,133 528,780
TAP Recipients 320,930 312,779 309,436 310,936 312,686 314,861
Welfare
Family Assistance Caseload 402,348 348,901 339,686 344,328 331,340 329,517
Single Adult/No Children Caseload 158,513 158,576 166,597 172,876 179,708 186,053
Mental Hygiene
Mental Hygiene Community Beds 81,737 85,058 87,731 90,520 92,614 95,332
*Includes the State's costs associated with Monroe County's Medicaid payments, which are offset by General Fund Revenue
Forecast of Selected Program Measures Affecting State Operations
Actual Forecast
2006-07 2007-08 2008-09 2009-10 2010-11 2011-12
State Operations
Prison Population (Corrections) 63,577 62,800 62,200 61,800 61,600 61,400
Negotiated Salary Increases ) 3.0% 3.0% 3.0% 3.0% 4.0% 0.0%
Personal Service Inflation 0.8% 1.0% 1.0% 1.0% 1.0% 1.0%
State Workforce 195,526 199,424 201,270 202,388 202,388 202,388
(1) Negotiated salary increases reflect recent labor settlements included in the Financial Plan estimates
Forecast of Selected Program Measures Affecting General State Charges
Actual Forecast
2006-07 2007-08 2008-09 2009-10 2010-11 2011-12
General State Charges
Pension Contribution Rate as % of Salary 10.2% 9.7% 8.8% 9.0% 9.0% 9.3%
Employee/Retiree Health Insurance Growth Rates 10.3% 5.5% 5.5% 9.5% 9.5% 9.5%
Forecast of Selected Program Measures Affecting Debt Service
Actual Forecast
2006-07 2007-08 2008-09 2009-10 2010-11 2011-12
State Debt
Interest on Variable Rate Debt 3.50% 3.55% 3.15% 3.20% 3.15% 2.80%
Interest on Fixed Rate 30-Year Bonds 4.55% 4.75% 4.75% 4.90% 5.10% 5.25%
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MEDICAID TRANSPARENCY

The 2008-09 Financia Plan reflects a cost-neutral restructuring of the reporting of
certain spending that is intended to improve transparency and assist in analysis of the
State's largest program. Specifically, and as explained in detail below, the Financial Plan
is adjusted to:

e Provide more budgeting transparency for the State’s Medicaid Program such that
the Financial Plan will clearly identify the total amount of Medicaid spending for

every agency.

e Allocate employee fringe benefit costs to Mental Hygiene agencies, to provide a
more accurate depiction of the total costs of providing services in these agencies.

Previoudy, the State's Medicaid appropriations and spending had been dispersed
among various agencies, with the Federal share of Medicaid generaly appropriated in
DOH, and the State share of Medicaid appropriated through various agencies participating
in the Medicaid program, including: the Office of Mental Health (OMH), the Office of
Mental Retardation and Developmental Disabilities (OMRDD), the Office of Alcoholism
and Substance Abuse Services (OASAYS), the State Education Department (SED), and the
Office of Children and Family Services (OCFS). For 2008-09, transparency is advanced
by consolidating and recognizing for the first time in DOH’ s appropriations, the State share
of Medicaid for OMRDD, OMH and OASAS State Operations.

As aresult of these changes, for the first time ever, readers of the State's Financial Plan
will be able to easily see the total costs of the State’s Medicaid program (excluding the
share provided by local governments) for each agency that provides Medicaid services.
The following table summarizes this Medicaid information that is now provided in the
Financial Plan tables.

2008-09 Statewide Medicaid Program
Total Disbursements*
(millions of dollars)

General Special Federal All

Fund Revenue Funds Government
DOH - Medicaid 12,724 475 20,156 33,355
Mental Hygiene - Medicaid 1,693 1,163 2,703 5,559
OCFS - Medicaid 43 0 0 43
SED - Medicaid 80 0 0 80
State and Federal Share Total 14,540 1,638 22,859 39,037
Local Share 0 0 0 7,221
Grand Total 14,540 1,638 22,859 46,258

*Includes Local Assistance, State Operations, and General State Charges
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A second component of budgeting transparency and rationalizing reimbursement
involves charging OMH, OMRDD and OASAS their appropriate share of employee fringe
benefits as is currently the practice with other State agencies whose revenue is partialy or
totally derived from non-General Fund sources.

As summarized in the following tables, this results in appropriation restructurings and
cost-neutral spending adjustments which generally reflect aroughly $2.7 billion increase in
General Fund State Medicaid share resources in DOH and a concomitant decrease in
General Fund fringe benefits spending in the General State Charges (GSCs) budget and in
the Mental Hygiene agencies. Corresponding adjustments are also made in State Funds
and All Funds reporting. Accordingly, thisinitiative has no impact on the Stat€’ s Financial
Plan, but is recommended with the goal of achieving greater transparency in the budgeting
of Medicaid and a more accurate reporting of fringe benefit responsibilities.

To facilitate comparable reporting of spending trends and annua growth, the Financia
Plan tables for 2007-08 provide projections on an actual basis and on an adjusted basis
(with details on each adjustment) by agency for each financial plan category of spending
and by fund. The multi-year adjustments are summarized in the following tables.

General Fund Medicaid Transparency
Increase/(Decrease) in Spending
(millions of dollars)

2007-08" 2008-09  2009-10 2010-11 2011-12

DOH - Medicaid 2,649 2,649 2,636 2,646 2,656
OMH (1,249) (1,249)  (1,477) (1,381) (1,296)
OMRDD 377 377 277 184 178
OASAS (271) (271) (300) (314) (331)
Central GSCs (1,506) (1506)  (1,136) (1,135) (1,207)
Total 0 0 0 0 0

State Funds Medicaid Transparency
Increase/(Decrease) in Spending
(millions of dollars)

2007-08%Y  2008-09  2009-10  2010-11  2011-12

DOH - Medicaid - - - - -
OMH 226 226 254 307 327
OMRDD 1,262 1,262 862 807 858
OASAS 18 18 20 21 22
Central GSCs (1,506) (1,506) (1,136) (1,135) (1,207)
Total 0 0 0 0 0
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All Funds Medicaid Transparency
Increase/(Decrease) in Spending
(millions of dollars)

2007-08" 2008-09 2009-10 2010-11  2011-12

DOH - Medicaid - - - - -
OMH 479 479 503 568 602
OMRDD 1,003 1,003 607 540 576
OASAS 24 24 26 27 29
Central GSCs (1,506) (1,506) (1,136) (1,135) (1,207)
Total 0 0 0 0 0

@ For purposes of the 2007-08 adjustment, the 2008-09 amounts were used to ensure reports on annual spending
growth were not impacted by the adjustment, and because actual 2007-08 adjusted results will not be reflected in the
Sate's accounting system for this transaction.

HEALTH CARE
INTRODUCTION

The New York State DOH is responsible for statewide public heath programs,
including Medicaid and insurance programs such as CHP, FHP and Healthy New Y ork.
DOH works with the local health departments, including the City of New York, to
coordinate statewide health activities. DOH operates one hospital, four nursing homes for
veterans and three [aboratories.

The magjority of government-financed health care programs are included under DOH,
but many programs are supported through multi-agency efforts. Medicaid finances
inpatient hospital care, outpatient hospital services and clinics, nursing homes, managed
care, prescription drugs, long-term care, FHP, and services provided in community-based
settings (including mental health, substance abuse treatment, and developmental disabilities
services, school-based services and foster care services). The State and Federal shares of
Medicaid spending are budgeted and expended principally through DOH ($33.4 hillion in
2008-09), but State share spending also appears in OMH, OMRDD, OASAS, OCFS and
SED. To improve transparency, these Medicaid spending amounts are now reported
separately for each of the agenciesin the Financia Plan tables.

Other health care-related spending in other State agencies/program areas includes:

e Generd State Charges, for the State's share of health insurance premiums for
current and retired employees and Medicare payroll taxes ($2.7 billion);

e Operational costs of the three State University teaching hospitals ($1.3 billion);

e Non-Medicaid Services provided in community-based settings including mental
health, substance abuse treatment, and developmental disabilities community
services ($1.5 billion);

e SED, for school district spending from all sources (State, Local and Federal) for
services provided to students in school-based settings, including speech
pathology and physical therapy services ($675 million: $385 million for public
elementary and secondary students and $290 million for students in pre-school
and private specia education settings);
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e Services provided to persons in DOH facilities ($139 million reflected in other
public health spending); and

e Correctional Services, for the delivery of hedlth care services to inmates
including pharmaceuticals, clinics and outside hospital care ($355 million).

STATEWIDE MEDICAID PROGRAM

Medicaid, the largest program in the All
Funds Budget, finances hedth care services Spending by Category
for low-income individuals, |0ng-term care 2008-09 Medicaid - $46.3 Billion (All Sources)
for the elderly, and services for disabled Managed
individuals, primarily through payments to Cafl‘z’;DHP Hospitals/
health care providers. Cz“zfs

Non-

The Medicad program, including Institututional
administrative costs, is financed jointly by the 8%
State, the Federal government, and county Pharmacy
governments (including New York City). 6% e
New York’s Medicaid spending is projected
to total roughly $46.3 hillion for 2008-09,
including the local contribution. The State Home Care
contribution is $16.2 billion. The Federa 12% eanina
contribution is $22.9 billion. The Federa Retardation
match rate on State Medicaid expenditures is Nreing 1%
50 percent, the lowest match rate possible. 15%

The loca government contribution, which is $7.2 billion, is not included in the State
gpending totals. Thus, State spending and Federal reimbursement on Medicaid are
included in the All Funds budget total of $124.3 billion, while the local contribution to

Medicaid is not.

‘& i

2008-09 Statewide Medicaid Program
Total Disbursements*
(millions of dollars)
General Special Federal All
Fund Revenue Funds Government
DOH - Medicaid 12,724 475 20,156 33,355
Mental Hygiene - Medicaid 1,693 1,163 2,703 5,559
OCFS - Medicaid 43 0 0 43
SED - Medicaid 80 0 0 80
State and Federal Share Total 14,540 1,638 22,859 39,037
Local Share 0 0 0 7,221
Grand Total 14,540 1,638 22,859 46,258

*Includes Local Assistance, State Operations, and General State Charges

As of January 2006, the State pays for the entire non-Federal share of the FHP program
and any annual Medicaid increases for counties above a fixed level. Loca Medicaid cap
payments in 2008, due to statutory indexing provisions, will be capped at 2.8 percent over
2007 cap payments. County and New Y ork City savings from these two local fiscal relief
initiatives are expected to total nearly $1 billion during the 2008-09 State fiscal year, an
annual increasein local savings of $262 million over 2007-08 levels.
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DEPARTMENT OF HEALTH — MEDICAID

General Fund

Other State Support
State Operating Funds
Capital Projects Funds
Federal Operating Funds
Total All Funds

2007-08 Medicaid 2007-08 2008-09 Annual Percent
Revised Restructuring Adjusted Proposed Change Change
9,037 2,649 11,686 12,724 1,038 8.9%
3,331 (2,649) 682 475 (207) -30.4%
12,368 0 12,368 13,199 831 6.7%
0 0 0 0 0 N/A
19,685 0 19,685 20,156 471 2.4%
32,053 0 32,053 33,355 1,302 4.1%

The State-share cost of DOH Medicaid is projected to increase by $3831 million or 6.7

percent.

This reflects current services growth and certain savings actions and new

initiatives recommended in the Executive Budget as described below. The growth in
Medicaid State Operating Funds is further reduced from 6.7 percent to 3.6 percent when
other State agency spending is included and the costs attributed to the local cap are

removed.

2007-08 Revised Estimate
Medicaid Restructuring Adjust
2007-08 Adjusted Estimate

Current Services:
Program Growth
Local Medicaid Cap
Family Health Plus
Provider Assessments
HCRAFinancing
Federal Aid Grants

Recommended Savings:
Pharmaceutical Savings

Hospital/Ambulatory Care

HCRA Savings

Berger Commission Savings
Nursing Homes

Home Care

Utilization Management Savings
Increase Medicaid Audit Savings

Other Medicaid Savings

New Initiatives:
Reinvestin Ambulatory Reform
Reinvestin Hospital Outpatient Services
Other New Medicaid Initiatives

2008-09 Proposed
Annual Change

Department of Health -- Medicaid (including Administration)
Sources of Annual Spending Increase/(Decrease)
from 2007-08 to 2008-09
(millions of dollars)
Total State Capital Federal
General Other State Operating Projects Operating Total All
Fund Funds Funds Funds Funds Funds
9,037 3,331 12,368 0 19,685 32,053
2,649 (2,649) 0 0 0 0
11,686 682 12,368 0 19,685 32,053
1,736 (271) 1,465 0 1,073 2,538
1,108 0 1,108 0 1,125 2,233
251 0 251 0 0 251
11 108 119 0 59 178
24 (24) 0 0 0 0
342 (355) (13) 0 (50) (63)
0 0 0 0 (61) (61)
(787) 64 (723) 0 (691) (1,414)
(160) 0 (160) 0 (103) (263)
(129) 0 (129) 0 (129) (258)
(64) 64 0 0 0 0
(53) 0 (53) (53) (106)
(101) 0 (101) 0 (101) (202)
(41) 0 (41) 0 (41) (82)
(51) 0 (51) 0 (51) (102)
(160) (160) (160) (320)
(28) 0 (28) 0 (53) (81)
89 0 89 0 89 178
24 0 24 0 24 48
60 0 60 0 60 120
5 0 5 0 5 10
12,724 475 13,199 0 20,156 33,355
1,038 (207) 831 0 471 1,302
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Current Services

Program Growth: Medicaid spending is growing due to severa factors, including the
increasing cost of providing health care services, particularly nursing home services, a
projected rise in the number of recipients, and increases in medical service utilization,
particularly in managed care and home care programs. Other changes affecting growth
include increases in managed care programs and escalating hospital and prescription drug
costs. The number of Medicaid recipientsis projected to reach over 3.6 million in 2008-09,
an increase of 2.4 percent over the current fiscal year.

Local Medicaid Cap: Medicaid program growth also reflects growth in spending
attributable to the local Medicaid cap. Local Medicaid cap payments in 2008, due to
statutory indexing provisions, will be capped at 2.8 percent over 2007 payments.

Family Health Plus. Projected to increase $119 million, reflecting the full State cost of
this program.

Provider Assessments. Expected to finance approximately $548 million in Medicaid
spending in 2008-09, a decline of $24 million from 2007-08, which results in increased
General Fund costs. This decline is due primarily to non-recurring audit and delinquent
payer collectionsin 2007-08.

HCRA Financing: HCRA-financing of Genera Fund Medicaid costs is reduced in
2008-09 as fewer surplus funds are expected to be available.

Federal Aid Grants: Reflect revisions associated with the Federal share of certain grant
programs.

Recommended Savings

Phar maceutical Savings: Savings will result from moving pharmacy services outside of
the FHP benefit ($27 million), expanding the Preferred Drug ProgramV/Clinica Drug
Review Program ($36 million), reducing pharmacy reimbursement to the Average
Wholesale Price less 17 percent on brand name drugs (offset by an increase in the generic
dispensing fee and reduced co-pays for brand name drugs on the Preferred Drug List) ($20
million); creating a specialty pharmacy program ($4 million); increasing participation in
the Federa 340B program ($4 million); enhancing utilization management and
counteracting drug marketing ($12 million); and reducing the State’'s Medicare Part D
“clawback” payments to the Federal government ($57 million).

Hospital/Ambulatory Care: Medicaid savings in hospital and ambulatory care spending
are expected primarily through hospital rate rebasing ($72 million); through changes in
utilization and in efficiencies by reimbursing detoxification services at actua costs,
selective contracting, and the modification of reimbursements for some services ($48
million); through requiring procedure and diagnosis codes to be present on hospital
admission information ($7 million); and through the elimination of special Medicaid rates
for certain hospitals ($2 million).
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HCRA Savings: $64 million in recommended HCRA savings, which are described later,
will be used to support Medicaid costs in 2008-09. This action will have no Financial Plan
impact on an All Funds basis.

Berger Commission Savings: The implementation of recommendations is projected to
result in savings in both hospital ($43 million) and nursing home ($10 million) spending.
These savings are expected to result from lower patient volume and lower maintenance
costs arising from the consolidation of medical facilities as recommended by the
Commission.

Nursing Homes. A planned increase in nursing home spending related to the State's
rebasing efforts cannot go forward until the Federal government approves the State’ s plan.
Financing will be reconfigured to reduce the overal funding level by $85 million, but
ensure that funds dated for release in 2008-09 will be provided in a timely fashion.
Additional savings include a 25 percent reduction in the nursing home inflationary trend
factor ($16 million).

Home Care: Savings in Medicaid Home Care spending will be achieved through a
reduction in both the Home Care and Persona Care inflationary trend factor ($10 million)
and through efficiencies in management and administration ($31 million).

Utilization and Management Savings. Savings in Medicaid management and utilization
will occur through reductions in managed care, FHP, and long-term care premium
increases ($23 million); the authorization of transportation brokers to manage
transportation ($10 million); the implementation of a Diabetes Care improvement project to
teach diabetes self-management ($7 million); the reduction of unnecessary hospital and
care facility capacity in OMH and OMRDD, respectively ($4 million each); the expansion
of mandatory SSI enrollment ($2 million); and changes to increase managed care
enrollment ($1 million).

Increase Medicaid Audit Savings. Includes a number of statutory measures to enhance
the State’s ability to combat Medicaid fraud by providing civil remedies for
misappropriation of Medicaid funds and granting the Office of the Medicaid Inspector
General (OMIG) access to tax information and complaints filed under the State's False
Claims act. These measures, combined with new resources provided to the OMIG, are
expected to result in savings of $160 million.

Other Medicaid Savings. Additional Medicaid savings include the elimination of an
Early Intervention COLA ($8 million) and the creation of a Prenatal Care Coordination
system to improve birth outcomes and identify high risk women early ($1 million).

New Initiatives

Reinvest in Ambulatory Reform: Savings generated from hospital inpatient rebasing will

be reinvested in ambulatory care reform. Investment will be targeted specificaly to rate
changesfor clinics and physicians.
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Reinvest in Hospital Outpatient Services. Savings from hospital inpatient rebasing will
be reinvested in other hospital sectors including: ambulatory surgery, emergency rooms,
and outpatient services.

Other New Medicaid Initiatives: Include a State Enroliment Portal to alow the State to
directly enroll individuals in Medicaid, CHP, and FHP; additiona facilitated enrollment
funding for community based organizations, and new resources to support long-term care
reform.

The following table summarizes the annua change in State Operating Funds spending
after the recommended actions:

Department of Health -- Medicaid (including Administration)
Sources of Annual Spending Increase/(Decrease)
from 2007-08 to 2008-09
State Operating Funds Program Growth Detail - Current Services
(millions of dollars)

2007-08 Change 2008-09
State Operating Total 12,368 831 13,199
Hospitals/Clinics 2,736 107 2,843
Nursing Homes 2,876 225 3,101
Managed Care 1,321 131 1,452
Home Care 2,117 275 2,392
Non-Institutional/Other 1,176 (90) 1,086
Pharmacy 1,217 224 1,441
Family Health Plus 925 (42) 884
OTHER PUBLIC HEALTH PROGRAMS
Public health spending in New York is
financed by the Federal government, the 2008-09 Health Disbursements
State, and local governments. Severa $5.3 Billion All Funds
public health programs, such as the Early GPHW ZE/I EPIC
Intervention (EI) and General Public s %
Hesalth Works (GPHW) programs, are run capa ! >y
by county hedth depatments and 2
reimbursed by the State for a share of ‘
program costs. The State spending \
projections do not include the county ,
share of public hedth funding, but do o CHP)
include Federal resources. In addition, 22%

roughly 50 percent of HCRA spending is

included under the Public Health budget.

For more information on HCRA .

projections, see the section entitled Operag Coste

"HCRA Fi nanCIal Plan'" All Other Local
Aid
5%
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All Funds spending for public health includes the Elderly Pharmaceutical Insurance
Coverage (EPIC) Program that provides prescription drug insurance to low-income seniors
($678 million), the CHP program that finances health insurance coverage for children of
low-income families up to the age of 19 ($686 million), the GPHW program that
reimburses local health departments for the cost of providing certain public health services
($234 million), the El Program that pays for services to infants and toddlers under the age
of three with disabilities or developmental delays ($132 million), and other HCRA
programs ($1.3 billion) including Graduate Medical Education, Healthy New York, and
programs for people with AIDS/HIV. Other spending includes Federa aid for programs
($2.2 billion) including the Special Supplemental Nutrition Program for Women, Infants,
and Children (WIC); operating costs including support for administrative functions,
personnel, and five health care facilities ($491 million); capital spending ($293 million);
and various other local aid programs.

Public Health Spending Projections
(millions of dollars)

2007-08 2008-09 Annual Percent

Revised Proposed Change Change
General Fund 873 852 (22) -2.4%
Other State Support 2,653 2,675 22 0.8%
State Operating Funds 3,526 3,627 1 0.0%
Capital Projects Funds 230 293 63 27.4%
Federal Operating Funds 1,505 1,498 @) -0.5%
Total All Funds 5,261 5,318 57 1.1%

All Funds spending in 2008-09 for public health is projected to total $5.3 hbillion, an
increase of $57 million over 2007-08. State Operating Funds spending increases finance
current services needs for the EPIC and CHP programs, as well as other public health
programs. The Capital Projects Fund supports the HEAL-NY program. Federa aid is
provided for the WIC program, disease prevention, health screening, and other public
health programs.

Spending on public health will reimburse providers and localities for a share of the
costs of operating public health programs ($4.3 billion), and pay for DOH costs, including
persona service costs ($347 million), operational expenses ($436 million), and capital
projects to maintain DOH facilities ($293 million). DOH has 5,539 employees.

General Fund support is expected to decrease 2.4 percent in 2008-09 reflecting
proposed savings in El, administrative cost-saving measures, elimination of non-core
programs, and bonding software development costs offset, in part, by new initiatives. In
addition, a portion of DOH’ s costs are financed by patient care revenues and fees related to
regulations, registration, testing, and certification.
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Sources of Annual Spending Increase/(Decrease)

Public Health

from 2007-08 to 2008-09
(millions of dollars)

Total State Capital Federal
Other State Operating Projects Operating Total All
General Fund Funds Funds Funds Funds Funds
2007-08 Revised Estimates 873 2,653 3,526 230 1,505 5,261
Current Services: 63 66 129 63 5 197
HCRA 0 (8) (8) 0 0 (8)
EPIC 0 34 34 0 0 34
HEAL NY Capital 0 0 0 63 0 63
Child Health Plus 0 43 43 0 6 49
COLA 19 0 19 0 0 19
Early Intervention 6 0 6 0 0 6
General Public Health Works 15 0 15 0 0 15
All Other 23 (3) 20 0 (1) 19
Recommended Savings: (103) 47) (150) 0 (12) (162)
Program Realignment 25 0 25 0 0 25
Early Intervention (92) 0 (92) 0 0 (92)
Eliminate Non-Core Additions (25) 0 (25) 0 0 (25)
Software Bonding (10) 0 (10) 0 0 (10)
CHP - Family Contribution 0 (12) (12) 0 (12) (24)
HCRA - Other actions 0 (24) (24) 0 0 (24)
EPIC 0 (11) (11) 0 0 (11)
All Other (1) 0 (1) 0 0 (1)
New Initiatives: 19 3 22 0 0 22
Public Health Investments 11 0 11 0 0 11
Audit Expansion 0 3 3 0 0 3
State Enroliment Portal 8 0 8 0 0 8
2008-09 Proposed 852 2,675 3,527 293 1,498 5,318
Annual Change (21) 22 1 63 (7) 57

Current Services

HCRA: Spending decreases in HCRA financing for various DOH public health programs
based on an estimate of available resources.

Elderly Pharmaceutical Insurance Coverage. Growth reflects the rising cost of
prescription drugs and increased utilization of the Medicare Part D program.

HEAL-NY: Reflects projected growth in HEAL-NY capital projects to upgrade
information and health care technology, enhance the efficiency of facility operations and
support facility improvement.

Child Health Plus. Higher costs are related to increases in the cost of providing services
and projected enrollment increases of roughly 14 percent in 2008-09.

Human Services Cost-of-Living Adjustment: The 2006-07 Enacted Budget authorized a

cost-of-living increase for various public health and AIDS programs. The 2008-09 increase
reflects the statutorily required inflationary increases.
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Early Intervention: Reflects general inflationary increases in spending per beneficiary.
Enrollment is expected to remain level in 2008-09 at approximately 72,000 children.

General Public Health Works: State reimbursement to local governments for the cost of
providing local public health servicesis projected to increase.

All Other: Growth is largely attributable to the annualization of investments included in
the 2007-08 Budget and other changes.

Recommended Savings

Program Realignment: As noted later in the section on Temporary and Disability
Assistance, spending for food pantries, pregnancy prevention and WIC programs
previously financed by the TANF program has been allocated to the agencies directly
responsible for their oversight.

Early Intervention: One-time savings are expected through the recovery of an
overpayment made to New York City for El claims ($60 million). Additional savings are
generated through the elimination of the COLA payments for El providers authorized in the
2006-07 Enacted Budget ($32 million).

Eliminate Non-Core Additions. Certain additions enacted in 2007-08, including grantsto
specific health care providers ($25 million) that are not core to DOH’s mission and do not
support statewide programs, are not recommended for continued funding.

Software Bonding: This proposal recommends debt financing for the statewide Medicaid
Management Information System software development costs.

Child Health Plus Family Contribution: HCRA savings are generated by increasing
CHP monthly family contribution levelsto align New Y ork’ s cost-sharing levels with those
of other states. The average family of four earning $84,000 a year will now be expected to
pay $1,800 in CHP premiums annually.

HCRA Other Actions. Savings are achieved by phasing out the Workforce Recruitment
and Retention grants to public hospitals ($12 million). In addition, costs of the Newborn
Screening program are transferred to the Insurance Department ($12 million).

Elderly Pharmaceutical Insurance Coverage: Spending growth is reduced by enrolling
additional seniors in the Medicare savings program, generating savings for both enrollees
and the EPIC program ($6 million) and lowering pharmacy reimbursement levels ($5
million).

All Other: Additional savings are generated through a reduction to spending on
medications and supplies for the Avian Flu.
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Recommended Additions

Public Health Investments: Reflects proposed investments in public health including
Childhood Lead Poisoning Prevention ($1 million), Hepatitis C Comprehensive Program
($1 million), Pregnancy Prevention ($2 million) and Tobacco Control Initiatives ($2
million) as well as several other proposed investments.

Audit Expansion: Reflects additional contract costs incurred in enhancing HCRA
Payor/Provider compliance audit activities. These costs are more than offset by the
additional revenue generated from the activity.

State Enrollment Portal/Facilitated Enrollment: Creates a State Enrollment Portal to
authorize the State to directly enroll individuals in the Medicaid, FHP and CHP programs.
Also includes additional funding to community-based organizations for facilitated
enrollment efforts.

K-12 EDUCATION
SCHOOL AID

School Aid, the single largest State-
financed program, helps support
elementary and secondary education for
New York pupils enrolled in nearly 680

School Aid
2008-09 School Year - $21.0 Billion

school districts throughout the State.
State funding is provided to districts
based on statutory aid formulas and
through reimbursement for various
categorical programs. Currently,
approximately 43 percent of spending on
education by local school districts is
funded by the State, 50 percent by local
revenues, and 7 percent by Federal aid.

State funding for schools assists
digtricts in meeting localy defined
needs, supports the construction of
school facilities, and finances school
transportation for approximately three
million students statewide.
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Multi-Year School Aid Plan
School Year Basis
(millions of dollars)

2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

School Year Increase:

School Year Recommendation 17,835 19,558 21,015 23,100 25,600 27,200
Cumulative Recommended Growth 1,723 3,180 5,265 7,765 9,365
2008-09 Annual Growth 1,457

School Aid Highlights

The Executive Budget implements the second year of the Four-Year Educationd
Investment Plan which provides over $7 billion in additional School Aid through 2010-11,
including $1.5 billion in additional aid in 2008-09 (a growth of 7.4 percent over the current
school year).

School Aid funding of $21.0 billion is recommended for the 2008-09 school year.
Major components of school year recommendation include Foundation Aid ($14.5 billion),
building aid ($2.0 billion), transportation aid ($1.5 billion), BOCES aid ($594 million) and
excess cost aid ($672 million). Beyond the 2008-09 school year, School Aid is projected to
grow by an additional $2.1 billion in 2009-10 and $2.5 billion in 2010-11. After full
implementation of Foundation Aid and Universal Pre-kindergarten aid in 2010-11, School
Aid is projected to increase by $1.6 billion in 2011-12, to an annual total of $27.2 billionin
2011-12.

School Year School Aid Increase/(Decrease)
School Years 2008-09 Through 2011-12
(millions of dollars)

School School School School School
Year Year Annual Year Annual Year  Annual Year Annual
2007-08 2008-09 Change 2009-10 Change 2010-11 Change 2011-12 Change

2007-08 Mid-Year 19,644 21,001 1,357 23,219 2,218 25518 2,299 N/A N/A
Revised School Aid Data (86) (116) (441) (607)

Revised Estimates 19,558 20,885 1,327 22,778 1,893 24911 2,133 N/A N/A
Recommended Actions 130 322 689

Executive Budget Recommendation 19,558 21,015 1,457 23,100 2,085 25,600 2,500 27,200 1,600

Revised Estimates

The expected amount and distribution of Foundation Aid changed significantly based
on updated wealth and demographic information reported by school districts and released
by SED on November 15, 2007. For the 2008-09 school year, the expected increase in
Foundation Aid has been lowered by approximately $240 million from the Mid-Y ear
Update, to approximately $1 billion. This decrease in Foundation Aid is partially offset by
ayear-to-year increase of $353 million in expense-based aids, a $163 million increase from
what was originally projected in Mid-Year Update. Based on this updated data, expected
total Foundation Aid would decrease by approximately $600 million in 2010-11, from
$18.1 billion to $17.5 hillion absent Executive Budget actions.
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Executive Budget Actions

Foundation Aid: While the basic elements of Foundation Aid, such as calculating funding
based on the cost of a successful education and student needs, remain in place, the
Executive Budget includes several adjustments to the formula. These adjustments will
ensure high-needs school districts continue to receive the greatest increases in Foundation
Aid. In addition, for 2008-09, all school districts will receive a minimum increase of 2
percent (previoudly 3 percent) and a maximum increase of 15 percent in total Foundation
Aid (previoudy 25 percent). In 2008-09, school districts will receive an additional amount
to bring their cumulative two-year increase to 37.5 percent of the planned four-year
increase compared to 42.5 percent under present law. These actions result in a
recommended annual increase in Foundation Aid of $899 million (6.6 percent). Since the
inception of Foundation Aid, school districts will have received approximately $2 billion in
additional Foundation Aid payments. After the modifications proposed in the Executive
Budget, total Foundation Aid is expected to be $17.9 billion in the 2010-11 school year.

High Tax Aid Reform: The Executive Budget continues funding of $100 million for
High Tax Aid for school districts with high tax effort relative to the statewide average.
However, the recommended allocation of High Tax Aid for 2008-09 would direct a greater
proportion of aid to high-and average-need school districts.

New York City Academic Achievement Grants. The Executive Budget recommends
two New York City Academic Achievement Grants of $100 million and $79 million. The
amount of the grants will be available for operating expenses, if not required to fund the
costs of additional expense-based claims.

Expense-Based Aid Reforms. The Executive Budget includes revisions to the BOCES
and Building Aid formulas, which will use measures of school district fiscal capacity to
calculate reimbursement that are consistent with other School Aid calculations.

In addition, the 2008-09 Executive Budget continues school construction initiatives
first authorized in 2006-07, including an $11.2 billion plan to support school construction
specificaly in New York City. The initiatives authorized $2.6 billion in construction that
would be financed directly by the State (Expanding our Children’s Education and Learning
(EXCEL) program), with $1.8 billion in capital grants of the tota EXCEL amount
authorized for New York City school construction, $400 million for other high-needs
school districts, and $400 million for other school districts. Through 2007-08, the State
will have financed $1.4 billion in grantsto New Y ork City and $20 million to other districts
through EXCEL, and expects to finance the rest of the program by the end of 2009-10. In
addition, the New York City Transitional Finance Authority (TFA) was authorized to issue
$9.4 billion in bonds for school construction, supported in part by State building aid
payments, which covers approximately 50 percent of the cost of the program. The City,
through the TFA, has issued approximately $1.3 billion in Building Aid Revenue Bonds to
date.
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Fiscal Year Impact of School Aid Plan

The State finances School Aid from both General Fund revenues and from Lottery
Fund receipts, including VLTs, which are accounted for and disbursed from a Specia
Revenue Fund. In enacting the School Aid budget, the State determines the level of
funding on a school-year basis (July 1 through June 30). Since the State fiscal year begins
on April 1, the State pays approximately 70 percent of the annual school year commitment
during the fiscal year in which it is enacted, with the remaining 30 percent paid in the first
three months of the following fiscal year.

The table below summarizes the impact of the School Aid increase on a fiscal-year
bass. The financid impact of School Aid consists of changes in Lottery Fund
contributions toward School Aid as well as disbursement variations between the school
year and the State’s fiscal year, the level of spending growth already budgeted into the
State's current services financial plan, and the increase in General Fund resources
recommended in the Executive Budget proposal to support the school year increase.

School Aid Spending Projections: State Fiscal Year
(millions of dollars)

2007-08 2008-09 Annual Percent

Revised Proposed Change Change
General Fund 16,238 17,441 1,203 7.4%
Other State Support 2,787 2,953 166 6.0%
State Operating Funds 19,025 20,394 1,369 7.2%
Capital Projects Funds 0 0 0 0.0%
Federal Funds 2,823 2,834 11 0.4%
Total All Funds 21,848 23,228 1,380 6.3%

In State fiscal year 2008-09, All Funds spending for School Aid is projected to total
$23.2 billion and includes Genera Fund support of $17.4 billion, other State funds
supported by the Lottery Fund of $3.0 billion, and Federal aid of $2.8 billion. Federa aid
supports a range of services for disadvantaged students, including free and reduced-price
school meals.
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School Aid - State Fiscal Year
Sources of Annual Spending Increase/(Decrease)
from 2007-08 to 2008-09

(millions of dollars)

Total State Capital Federal
General Other State Operating Projects Operating Total All
Fund Funds Funds Funds Funds Funds
2007-08 Revised Estimates 16,238 2,787 19,025 0 2,823 21,848
Revised Estimates: 1,363 (120) 1,243 0 11 1,254
Underlying Growth 1,271 0 1,271 0 1,271
Lottery Fund Changes 120 (120) 0 0 0 0
Reclassification of Certain Education Aid (28) 0 (28) 0 (28)
Federal Funds 0 0 0 0 11 11
Lottery Recommendations: (286) 286 0 0 0 0
One-Time Development Rights at Belmont (250) 250 0 0 0 0
Lottery Quick Draw Enhancements (36) 36 0 0 0 0
Recommended Actions: 126 0 126 0 0 126
Academic Achievement Grants 125 0 125 0 0 125
High Tax Aid 70 0 70 0 0 70
Modifications to Foundation Aid Program (61) 0 (61) 0 0 (61)
Expense-Based Aid Reforms (45) 0 (45) 0 0 (45)
Other Aid 37 0 37 0 0 37
2008-09 Proposed 17,441 2,953 20,394 0 2,834 23,228
Annual Change 1,203 166 1,369 0 11 1,380

Current Services

Underlying Growth: Growth reflects the balance of the 2007-08 school year increase and
the level of spending growth which was already projected in the State’'s Mid-Y ear Update
to the Financial Plan. School Aid commitments are made on a July 1 starting school-year
basis. Thus, in each fiscal year, thereisa“tal” of payments related to the prior-school year
increase (roughly 30 percent of the prior-year total). The underlying growth in School Aid
funded by the Genera Fund has increased during 2007-08 as a result of previous
downward revisions to revenue projections for the Lottery Fund (including VLTS) that
reduce the Lottery Fund's contributions toward School Aid, and lower Medicaid
reimbursements to school districts associated with health care-related costs.

Lottery Fund Changes. Reflects a projected decrease in 2008-09 revenues available for
education generated by lottery sales ($62 million) and VLTs ($58 million).

Reclassification of Certain Education Aid: Fiscal stabilization grants provided to school
districts will no longer be reflected in the School Aid estimates and will instead be reflected
in other education aid estimates.

Federal Funds: Increased Federa aid in 2008-09 reflects grants to high-poverty school
digtricts around the State. Federal funding supplements State and local School Aid, and
represents approximately 12 percent of projected All Funds cash disbursements, which
excludeslocal funding.
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Lottery Recommendations

One-Time Video Lottery Terminal Revenues. The one-time receipt of $250 million in
additional revenues is expected to be generated by the State’ s sale of development rights at
Belmont Park.

Lottery Quick Draw Enhancements. The Executive Budget recommends lifting certain
restrictions imposed on Quick Draw in its enabling statute, including hours of operation,
food sales, and minimum size of premises that can operate Quick Draw games.

Recommended Actions

Academic Achievement Grants: Provides additional aid to New York City schools that
may be applied to offset additional expense-based aids.

High Tax Aid: Provides funding to school districts with high tax effort based on arevised
formula which generates more aid for high and average-need districts.

M odifications to Foundation Aid Program: Modifies the implementation of Foundation
Aid by reducing the speed at which this aid program is phased in during fiscal year
2008-09 from the scheduled increase of 42.5 percent to 37.5 percent, and ensures that all
school districts receive an annual Foundation Aid increase of at least 2 percent, rather than
3 percent. The Foundation Aid formula is also adjusted to ensure aid continues to be
targeted to school districts with the greatest needs. These modifications to implementation
will save the State $61 millionin fiscal year 2008-09.

Expense-Based Aid Reforms:  Aligns New York City with the rest of the State by
requiring an 18-month waiting period between the time when a building aid project is first
approved and when it is first reimbursed. BOCES aid would aso conform to the current
State operating share ratios by recognizing a district’s income and property wesalth, and
aligning BOCES aid to the wealth-equalizing components found in the Foundation Aid
formula.

Other Aid: Reflects increases in Special Services Aid to districts and a recommended
increase in the level of supplemental aid granted to the Y onkers City School Didtrict, to a
total of $17.5 million on a school-year basis, to carry out its educational improvement plan.
Additional aid is also provided to support districts in developing and implementing
educational programs for limited English-proficient students.

School Tax Relief Program

The STAR program provides school tax relief to taxpayers across New York. The four
components of STAR and their approximate shares in 2008-09 are: the basic school
property tax exemption for homeowners (39 percent), the enhanced school property tax
exemption for eligible senior citizen homeowners (17 percent), property tax rebate checks
(26 percent), and a flat refundable credit and rate reduction for New York City resident
personal-income taxpayers (18 percent).
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Spending for the STAR program reflects reimbursements made to school districts to
offset the reduction in property tax revenues. The STAR program exempts the first
$30,000 of every homeowner’s property value from the local school tax levy. Lower-
income senior citizens receive a $56,800 exemption. Middle-class STAR, enacted in
2007-08, is targeted to benefit homeowners with incomes of $250,000 or less, based on a
diding scale increase in benefits.

The following chart provides a cash-basis summary of STAR spending. On a
commitment basis, which reflects certain payments that will occur after the end of the State
fiscal year, STAR totas $4.97 billion in 2008-09, a growth of $134 million from the
2007-08 commitment total.

STAR Spending Projections
(millions of dollars)

2007-08 2008-09 Annual Percent
Revised Proposed Change Change
Cash-Basis State Operating/All Funds 4,679 4,713 34 0.7%

Spending for STAR is expected to total $4.7 hillion in 2008-09, an increase of $34
million over the 2007-08 fiscal year, and comprises $1.8 billion for the basic property tax
exemption, $813 million for the enhanced property tax exemption, $1.2 billion for the
middle-class STAR, and $827 million for the New York City personal income tax
component. The annual changes are described in more detail below.

STAR and Local Property Tax Rebate/Credit
Sources of Annual Spending Increase/(Decrease)
(millions of dollars)
All
Funds
Current Services: 388
Middle-Class Property Tax Rebate 307
Delay NYC Personal Income Tax Relief (250)
New York City Personal Income Tax Relief 181
Basic and Enhanced Property Tax Exemption 150
Recommended Savings: (354)
Phase-In of Basic Middle Class Rebate (169)
Limit Protection Against Annual Decline in Exemption (110)
NYC Personal Income Tax Relief (60)
Rebate Offsets (15)
Annual Change 34

Current Services

Middle-Class Property Tax Rebates: The second phase of middle-class STAR that
would provide an increase in rebates to property owners during 2008-09.
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Delay New York City Personal Income Tax Redlief: Reflects a reduced 2008-09 fiscal
year impact by moving a portion of the traditional December payment for New York City
to the first quarter of the State’s 2009-10 fiscal year. This State fiscal year delay does not
impact the City’s budget since all payments will be received by the end of the City’s fiscal
year. Thisdelay isintended to offset the acceleration of certain tax refund paymentsin the
State' sfiscal year (from the April-May period to the January-March period).

New York City Personal Income Tax Relief: Growth in persona income tax relief
(3 percent on a City fiscal year basis) reflects growth in incomes and liabilities.

Basic and Enhanced Property Tax Exemption: Current services spending for the basic
and enhanced property tax exemptionsin 2008-09 is budgeted to grow by $119 million and
$31 million respectively, driven by higher participation rates, property tax rates, and
property values.

Recommended Savings

Phase-In of Basic Middle-Class Rebate: Slows the full phase-in of the basic middie-
class STAR rebate by one year from 2009-10 to 2010-11. Certain costs associated with the
second phase are deferred from 2008-09 to 2009-10.

Limit Protection Against Annual Declinesin Exemption: While a homeowner's STAR
exemption may increase or decrease annualy, depending on changes to property
assessment or age dligibility, the Budget recommends that the exemption for homeowners
not decrease by more than 10 percent from the prior year. This proposal generates savings
by increasing the allowable rate of annua decline in exemption from the current level of
5 percent to the proposed level of 10 percent.

New York City Personal Income Tax Credit: Proposes to eliminate the flat refundable
credit for New York City resident persona income taxpayers who have taxable income
above $250,000. This proposal also delays, from 2008-09 to 2009-10, an increase in the
value of the credit.

Rebate Offsets:  Authorizes the Department of Taxation and Finance to offset tax debts,
child support payment defaults, and other debts against middle-class STAR rebates.

OTHER EDUCATION AID

In addition to School Aid, education aid is provided for special education services and
other programs, including elementary, middle, secondary and continuing education;
cultural education; higher and professional education programs; and Vocational Education
Services for Individuas with Disabilities. Magor programs under elementary, middle,
secondary and continuing education address speciaized student needs or reimburse school
districts for education-related services, including the School Lunch and School Breakfast
Programs, non-public School Aid and various special education programs. In specia
education, New York provides a full spectrum of services to over 400,000 students from
ages 3 to 21. Higher and professional education programs monitor the quality and
availability of postsecondary education programs and regulate the licensing and oversight
of 47 professions.
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Other Education Aid Spending Projections
(millions of dollars)

2007-08 2008-09 Annual Percent

Revised Proposed Change Change
General Fund 1,797 1,755 (42) -2.3%
Other State Support 98 103 5 5.1%
State Operating Funds 1,895 1,858 (37) -2.0%
Capital Projects Funds 38 104 66 173.7%
Federal Operating Funds 895 911 16 1.8%
Total All Funds 2,828 2,873 45 1.6%

Proposed All Funds spending of $2.9 billion includes funding for special education
services ($1.7 billion), local assistance to other education programs ($642 million), State
operating costs ($307 million), and aid for capital projects ($110 million). The annual
changes are summarized in the following table and described in more detail below.

Other Education Aid
Sources of Annual Spending Increase/(Decrease)

from 2007-08 to 2008-09
(millions of dollars)

Total State Capital Federal
Other State Operating Projects Operating Total All
General Fund Funds Funds Fund Funds Funds
2007-08 Revised Estimate 1,797 98 1,895 38 895 2,828
Current Services: (22) 5 (17) 51 16 50
Non-recurring Program Spending (109) 0 (109) 0 0 (109)
Special Education Program Costs 49 0 49 0 0 49
Higher Education Capital Matching Grant 0 0 0 40 0 40
Reclassification of Certain Education Aid 28 0 28 0 0 28
Cultural Education 3 5 8 13 0 21
Increased Federal Aid 0 0 0 0 16 16
Other Changes 7 0 7 2) 0 5
Recommended Savings: (68) 0 (68) 7 0 (61)
Special Education Cost Allocation (46) 0 (46) 0 0 (46)
Accountability Initiative (5) 0 (5) 0 0 (5)
Bundy Aid 4) 0 (4) 0 0 4)
Finance Technology Purchases 2 0 2) 0 0 2)
Library Aid (5) 0 (5) 7 0 2
Other Recommended Savings (6) 0 (6) 0 0 (6)
New Initiatives: 48 0 48 8 0 56
Preschool Special Education 20 0 20 0 0 20
Aid to Non-Public Schools 15 0 15 0 0 15
Capital Recommendations 0 0 0 8 0 8
21st Century Learning Centers 7 0 7 0 0 7
Healthy Schools 5 0 5 0 0 5
Other New Initiatives 1 0 1 0 0 1
2008-09 Proposed 1,755 103 1,858 104 911 2,873
Annual Change (42) 5 (37) 66 16 45
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Current Services

Non-Recurring Programs. The 2007-08 Budget included additional spending for certain
one-time initiatives ($40 million), fina spending for the targeted Pre-kindergarten Program
which is now part of School Aid ($28 million), and timing-related payments to non-public
schools ($41 million).

Special Education Programs. The projected increase reflects growth in program costs
and enrollment in the Preschool Special Education Program ($44 million) and operating
costs at State-supported schools which serve blind and deaf children ($5 million).

Higher Education Capital Matching Grant: Reflects anticipated disbursements in
2008-09 for this capital program that finances infrastructure improvements for private
colleges and universities.

Reclassification of Certain Education Aid: Fiscal stabilization grants provided to school
districts will no longer be reflected in the School Aid estimates and will instead be reflected
in other education aid estimates.

Cultural Education: Reflects additional aid made available for public library systems ($3
million), for costs associated with cultural activities ($5 million), and for the construction
and renovation of cultural education storage facilities ($13 million).

Increased Federal Aid: Federal Fund disbursements are expected to increase dightly in
2008-09 based on projected activities.

Other Changes. The changes are attributable primarily to the timing of spending for State
education programs.

Recommended Savings

Preschool Special Education: Allocates certain costs of preschool specia education to
school digtricts, including costs associated with the Committees on Preschool Special
Education which exist for every school district and are responsible for deciding a child’s
gpecial education needs and services, and other costs associated with administration and
evaluation. The allocation of these costs from the State to school districts better aigns
fiscal responsibility with the programmatic responsibilities of meeting the needs of students
with disabilities.

Accountability Initiative:  Holds constant the support for SED to implement
accountability reforms designed to ensure students in al school digtricts have the
opportunity to meet State achievement standards. With this proposal, spending in 2008-09
will remain at the 2007-08 level of $15 million.

Bundy Aid: Reflects a proposed reduction in State financial assistance to independent
colleges and private universities, from $46 million to $41 million.
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Financing of Technology Purchases. Reflects the proposed bond financing of certain
technology purchases related to the School Aid Management System project and the New
York State Testing and Accountability Reporting Tool.

Library Aid: Reduces aid available to cover operating expenses of public library systems
by $5 million, from $102 million to $97 million. State aid is made available to public
library systems to ensure equity of access to information for all New Yorkers and to
encourage lifelong learning. In New York State, there are over 750 public libraries, each of
which belongs to one of 23 public library systems that develop their own plan of serviceto
reflect the needs of the librariesin the area each system serves.

Other Recommended Savings. Reflects the timing of spending for legidative items, and
the discontinuation of certain spending initiatives added during prior-year budget
negotiations.

Recommended Initiatives

Preschool Special Education Cost Cap: Proposes to phase-in a cap on county costs for
preschool special education, beginning with a cap of 4 percent on the annua growth of
costs during the 2007-08 school year. Continued implementation of the cap would restrict
annual growth in school year costs to 3.5 percent in 2008-09, and 3 percent in 2009-10 and
thereafter.

Aid to Non-Public Schools. The Executive Budget proposes $15 million in additional aid
for non-public schools to comply with State attendance-taking requirements.

Capital Recommendations: Capital disbursements are recommended for a variety of
projects, including the construction of emergency exits in schools, the upgrade of school
mechanical systems, renovation and maintenance of public libraries, the upgrade of fire
safety systems, the maintenance and construction of the State Museum restrooms, the State
Museum gallery renewal project and expansion of the State Records Center.

After-School Programs/21¥ Century Learning Centers: $10 million for the 2008-09
school year is provided to supplement Federal funding for competitively awarded grants for
after-school programs.

Healthy Schools: Reflects added funding for the Healthy Schools Act, which provides for
enhanced nutritional standards for al food sold and served on school grounds.

Other New Initiatives: Other new initiatives include awork scholarship program.

HIGHER EDUCATION

Higher education includes administrative and programmatic costs for SUNY, the City
University of New York (CUNY)), and the Higher Education Services Corporation (HESC).
The higher education budget is supported by the General Fund, tuition and fee revenues,
and revenues from self-supported programs such as hospitals, residence halls, and fee-for-
service activities.
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The SUNY system is the largest public university system in the nation with 64
campuses, including 30 community colleges, and offers a range of academic, professional
and vocational programs. Currently, there are nearly 427,000 SUNY students pursuing
studies ranging from one-year certificates to doctoral degrees.

The CUNY system is the largest urban public university system in the nation. The
State pays for CUNY’s senior college operations, and works in conjunction with the City of
New Y ork to support CUNY’s community colleges. Approximately 226,000 full-time and
part-time students are currently enrolled in degree programs at CUNY .

HESC is responsible for administering the Tuition Assistance Program (TAP) grant
awards to income-eligible students and for providing centralized processing under other
student financial aid programs. The Corporation also provides prospective students with
information and guidance on how to finance a college education. The financial aid
programs that the Corporation administers are funded by the State and the Federal
government.

Higher Education Spending Projections
(millions of dollars)

2007-08 2008-09  Annual Change Percent

Revised Proposed Change
General Fund 3,643 3,752 109 3.0%
Other State Support 3,455 3,484 29 0.8%
State Operating Funds 7,098 7,236 138 1.9%
Capital Projects Funds 574 667 93 16.2%
Federal Operating Funds 200 205 5 2.5%
Total All Funds 7,872 8,108 236 3.0%

All Funds spending of $8.1 hillion in 2008-09 comprises $6.0 hillion for SUNY, $1.7
billion for CUNY, and $946 million for HESC. Another $621 million for CUNY is paid
from a State fiduciary fund (outside the All Governmental Funds Financial Plan) that
consists primarily of senior college tuition revenues. The annual changes are described in
more detail below.
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Higher Education
Sources of Annual Spending Increase/(Decrease)
from 2007-08 to 2008-09
(millions of dollars)

Total State Capital Federal
General Other State Operating Projects Operating Total All
Fund Funds Funds Funds Funds Funds
2007-08 Revised Estimates 3,643 3,455 7,098 574 200 7,872
Current Services: 202 29 231 46 5 282
SUNY/CUNY Operating Costs 127 34 161 0 0 161
CUNY Fringe Benefits 75 0 75 0 0 75
SUNY Capital 0 0 0 46 0 46
SUNY/HESC Federal Aid 0 0 0 5 5
SUNY/CUNY/HESC All Other Services 0 (5) (5) 0 (5)
Recommended Savings: (93) 0 (93) 0 0 (93)
SUNY/CUNY Operating Efficiencies (49) 0 (49) 0 0 (49)
HESC Student Default Fees 27) 0 27) 0 0 27)
SUNY/CUNY Community Colleges 9) 0 9) 0 0 9)
HESC Defaulted Loan Collection (5) 0 (5) 0 0 (5)
HESC TAP Withheld for Federal Loan Default 3) 0 3) 0 0 3)
New Initiatives: 0 0 0 47 0 a7
SUNY Capital Plan 0 0 0 47 0 47
Higher Education Endowment 0 0 0 0 0 0
2008-09 Proposed 3,752 3,484 7,236 667 205 8,108
Annual Change 109 29 138 93 5 236

Current Services

SUNY/CUNY Operating Costs: Reflects funding for inflationary increases at CUNY,
and a reassessment of SUNY’s energy costs. The total taxpayer-supported workforce for
SUNY and CUNY is approximately 35,000 positions. The annual growth is driven largely
by costs associated with multi-year initiatives and legidative additions enacted during the
prior budget cycle.

CUNY Fringe Benefits: Reflects increases associated with the State support for fringe
benefit costs.

SUNY Capital: Annual growth in spending reflects continued implementation of SUNY’s
current capital program.

SUNY/HESC Federal Aid: Primarily reflects timing of Federal payments and increased
Federal aid to SUNY for Pell grants.

SUNY/CUNY/HESC All Other Services. Changes to spending for al other services
primarily reflect cash adjustments and annualizations.

Recommended Savings

SUNY/CUNY Operating Efficiencies. Reduces funding for operating costs at SUNY and
CUNY by 2.5 percent. The prioritization of non-core activities and continued monitoring
of staffing levels, utility costs, energy efficiencies, equipment purchases and the use of
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contractual services is expected to generate savings. In addition, the Executive Budget
includes Article VII legidation that would enhance SUNY and CUNY'’s existing flexibility
in the areas of procurement and construction to facilitate cost savings efforts.

HESC Student Default Fees. Places financia responsibility on student borrowers for the
1 percent student loan default fee which is charged when a loan is first guaranteed for a
student.

SUNY/CUNY Community College Aid: For the 2008-09 academic year, base operating
aid for SUNY and CUNY community colleges would be reduced by $50 per full-time
student to atotal of $2,625 per full-time student.

HESC Defaulted Loan Collection: Under an amended version of New York State Tax
Law, the Department of Taxation and Finance would be given expanded authority to share
gpecific tax information with HESC which would assist in collecting on defaulted loans,
and would expand HESC' s ability to use income tax overpayments to offset the payment of
defaulted loans.

HESC TAP Withheld for Federal Loan Default: Eliminates TAP awards for students
who are in default on any type of Federal loan.

New Initiatives

SUNY Capital Plan: SUNY capital disbursements would increase by $47 million due
primarily to increases in the number of ongoing capital projects entering into the
construction phase, and for projects newly authorized in 2008-09. Please see “Five-Year
Capital Program and Financing Plan” for more information.

Higher Education Endowment: Proposes creation of an endowment to serves as a
permanent funding source for higher education initiatives. The goal isto create a$4 billion
fund by maximizing value in the State lottery system. In 2008-09, the State expects to
procure the services of afinancia advisor, with the funding commencing in 2009-10.
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SOCIAL SERVICES
OFFICE OF TEMPORARY AND DISABILITY ASSISTANCE

The Office of Temporary and Disability Assistance (OTDA) local assistance programs
provide cash benefits and supportive services to low-income families. The State's three
main programs include Family Assistance, Supplemental Security Income (SSlI), and
Safety Net. The Family Assistance program, which is financed jointly by the State, the
Federal government, and local districts, provides employment assessments, support
sarvices and timelimited
cash assistance to dligible
families and children. The
State adso provides a
supplement to the Federal SSI
benefit for the edely, Flexible Fund
visually handicapped, and 23%
disabled. The Safety Net All Other
Assistance program, financed 6%
jOi ntIy by the State and local Welfare Initiatives Public Ass.istance
districts, ~ provides  cash 2% Bonee
assistance for single adults, HEAP /
childless  couples, and 5%
families that have exhausted . £

. . .. State Operations ¢
their fiveeyear limit on 8% 3
Family Assistance imposed
by Federal law. Funding is Local
dso provided for locd Administration 195/'
administration of welfare 14% ’
programs. OTDA State
Operations spending includes staffing related to the oversight of local district
administration of public assistance and child support enforcement programs, administrative
hearings for public assistance, food stamps and operation of computer systems that support
public assistance programs.

OTDA Spending - $4.5 Billion
2008-09 - All Funds

ad

—

The primary Federal funding source for welfare programs is the Temporary Assistance
for Needy Families (TANF) block grant. TANF funding is made available to the local
socia services districts through the Flexible Fund for Family Services (Flexible Fund).
Didtricts are responsible for determining the distribution of their alocation for al non-
benefit programs, including child welfare, and local district administration. Federal
funding is also provided through the Food Stamp Program, which helps low-income
households buy food, and the Home Energy Assistance Program (HEAP), which assists
low-income households in meeting their home energy needs.
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General Fund

Other State Support
State Operating Funds
Capital Projects Funds
Federal Operating Funds
Total All Funds

Office of Temporary and Disability Assistance Spending Projections

(millions of dollars)

2007-08 2008-09 Annual Percent

Revised Proposed Change Change

1,460 1,214 (246) -16.8%

28 29 1 3.6%

1,488 1,243 (245) -16.5%

32 32 0 0.0%

3,145 3,207 62 2.0%

4,665 4,482 (183) -3.9%

Spending by program includes: public assistance ($1.2 billion), SSI ($680 million), the
Flexible Fund ($1.0 billion), loca administration ($616 million), State Operations ($337
million), HEAP ($245 million) and welfare initiatives ($97 million).

The average public assistance caseload is projected to total roughly 506,300 recipients
in 2008-09, a less than 1 percent decrease from average 2007-08 levels. Approximately
235,700 families are expected to receive benefits through the Family Assistance program, a
decrease of 3 percent from the current year. In the Safety Net program, an average of
104,000 families are expected to be helped in 2008-09, a decrease of 3 percent. The
caseload for single adults/childless couples supported through the Safety Net program is
projected at 166,600, an increase of 5 percent.

Office of Temporary and Disability Assistance

Sources of Annual Spending Increase/(Decrease)

from 2007-08 to 2008-09
(millions of dollars)

2007-08 Revised Estimates

Current Services:
Public Assistance
Public Housing Payments
SSI Payments
All Other

Recommended Savings:
Program Realignment
Public Assistance Shares
Eliminate Legislative Adds
Revenue Maximization
Closeout of TANF Initiatives
Two-Parent Savings
Work Incentive Bonus
Software Bonding
All Other

New Initiatives:
Special Needs Public Assistance Population
Child Support Pass Through

2008-09 Proposed
Annual Change

Total State Capital Federal
Other State Operating Projects Operating Total All
General Fund Funds Funds Funds Funds Funds
1,460 28 1,488 32 3,145 4,665
(14) 1 (13) 0 (89) (102)
(31) 0 (31) 0 (95) (126)
5 0 5 0 0 5
9 0 9 0 0 9
3 1 4 0 6 10
(238) 0 (238) 0 151 (87)
(112) 0 (112) 0 112 0
(41) 0 (41) 0 0 (41)
(25) 0 (25) 0 22 (3)
(26) 0 (26) 0 17 9)
(10) 0 (10) 0 0 (10)
) 0 (8) 0 0 (8)
Q)] 0 Q)] 0 0 (]
Q)] 0 Q)] 0 0 (]
2 0 (2) 0 0 ()]
6 0 6 0 0 6
5 0 5 0 5
1 0 0 0 1
1,214 29 1,243 32 3,207 4,482
(246) 1 (245) 0 62 (183)
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Current Services

Public Assistance: The General Fund decrease reflects a modest revision in expected
monthly aid levels compared to the Mid-Year forecast. In addition, TANF funding
declines as expenditure projections for prior-year TANF initiatives are adjusted downward
to reflect actual spending patterns.

Public Housing Payments. Public housing authorities will receive an increased shelter
allowance on behaf of public assistance recipients residing in housing developments
throughout the State. This increase will bring the shelter alowance of housing authorities
on par with that paid to private landlords.

Supplemental Security Income Payments. SSI payments will increase due to caseload
growth, federally-imposed administrative fee increases, and the statutory cost-of-living
increase to the State supplement for recipientsin Congregate Care Level 3 facilities.

All Other: Reflects increased funding for the Single Room Occupancy program
($1 million); DOH suballocation for the Nutrition Outreach program ($1 million); and new
funding for recently enacted human trafficking legislation ($0.5 million).

Recommended Savings

Program Realignment: Under this two-part initiative, certain programs now funded by
TANF would be financed by the Genera Fund and be appropriated in the agencies
responsible for their administration. Funding the programs in the General Fund on a cash
basis, rather than in TANF on a commitment basis results in net TANF savings of $56
million that will be used to offset the cost of the State’' s Earned Income Tax Credit (EITC).
Programs that will be budgeted on a cash rather than commitment basis (and displayed in
the responsible agency) include Advantage Schools (OCFS, $28 million); Home Visiting
(OCFS, $22 million); preventive services (OCFS, $21 million); food pantries (DOH, $12
million); pregnancy prevention (DOH, $12 million); adolescent pregnancy prevention
(DOH, $7 million); the WIC program (DOH, $5 million), aternatives to incarceration
(Division of Probation and Correctiona Alternatives, $4 million) and caretaker support
(OCFsS, $1 million).

Public Assistance Shares. This proposal would change the public assistance payment
ratio so that counties pay 2 percent more and the State pays 2 percent less for the cost of
benefits than under current law. In the case of the Family Assistance program, the county
share will increase to 27 percent. In the case of the Safety Net program, the county share
will increase to 52 percent.

Elimination of Initiatives: Severa initiatives enacted in 2007-08 are not recommended
for continued funding, including technology training and child care demonstration
programs, thereby increasing the amount of TANF funds available to pay for the cost of
EITC.

Revenue Maximization: Maximize use of Federal revenues earned for various program

activities to offset General Fund expenditures and increase revenue deposits to the General
Fund.
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Close-out of TANF Initiatives. This proposal discontinues TANF funding for all
programs appropriated in 2004-05 and reprograms the unspent TANF funding to offset
Genera Fund EITC costs.

Two-Parent Benefit Financing: The State would retain the Federal savings generated
from financing aid for two-parent public assistance families from the Safety Net program
instead of TANF.

Work Incentive Bonus. Recommends enforcing the current provisions of the work
incentive bonus, established in 2006-07, which specifies that counties must meet a 50
percent work participation rate.

Software Bonding: This proposa recommends debt financing for the statewide Welfare
Management System and the Child Support system software devel opment costs.

All Other: Reflects a reduction in funding for homeless initiatives including funding for
the Homel essness I ntervention program.

New Initiatives

Special Needs Public Assistance Populations. This recommendation reverses a policy
which reduced the shelter allowance paid on behalf of HIV individuals whose children
receive SS| benefits.

Child Support Pass-Through: This recommendation increases the maximum child
support pass-through from $50 to $100, thereby allowing public assistance recipients to
retain more of their child support payments.

OFFICE OF CHILDREN AND FAMILY SERVICES

OCFS provides funding for
foster care, adoption, child
protective  services, preventive
services, delinquency prevention,
and child care. OCFS oversees the
State's system of family support
and child wefare services
administered by local departments
of social services and community- Al Other Programs
based organizations. Specificaly, 13%
child welfare services, which are
financed jointly by the Federa
government, the State, and local
districts, are  structured to .
encourage local governments to cnie e
invest in preventive services to
reduce out-of-home placement of
children. In addition, the Child
Care Block Grant, which is aso

Allocation of OCFS Funding - $3.2 Billion
2008-09

Juvenile Justice
8%

Pie.

L33
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financed by a combination of Federal, State and local sources, supports child care subsidies
for public assistance and low-income families. The youth facilities program serves youth
directed by family or criminal courts to be placed in residential facilities. Federal funding
for OCFS programs is provided through the TANF Block Grant, Federa Title IV-E Foster
Care and Adoption Assistance funding, the Federal Child Care and Development Fund, and
the Title XX Socia Services Block Grant.

Children and Family Services Spending Projections
(millions of dollars)

2007-08 2008-09 Annual Change Percent

Revised Proposed Change
General Fund 1,864 2,031 167 9.0%
Other State Support 7 8 1 14.3%
State Operating Funds 1,871 2,039 168 9.0%
Capital Projects Funds 22 22 0 0.0%
Federal Operating Funds 1,018 1,116 98 9.6%
Total All Funds 2,911 3,177 266 9.1%

All Funds spending for OCFS is primarily for child welfare ($2.1 billion), child care
($424 million) and juvenile justice services including delinquency prevention, youth
facilities and local detention facilities ($245 million). The annua changes are described
below.
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Children and Family Services

Sources of Annual Spending Increase/(Decrease)
from 2007-08 to 2008-09

(millions of dollars)

Total State Capital Federal
Other State Operating Projects Operating Total

General Fund Funds Funds Funds Funds All Funds

2007-08 Revised Estimates 1,864 7 1,871 22 1,018 2,911
Current Services: 223 1 224 4 98 326
Child Welfare Services 113 0 113 0 0 113
Adoption Subsidy 35 0 35 0 0 35
Foster Care COLA 19 0 19 0 0 19
Medicaid Waiver 9 0 9 0 0 9
Child Welfare System 5 0 5 0 (5) 0
Committee on Special Education 5 0 5 0 5
Youth Facility Staffing 4 0 4 0 0 4
Federal Funding 0 0 0 0 100 100
Capital Projects 0 0 0 4 0 4
Connections Modernization 17 0 17 0 0 17
All Other 16 1 17 0 3 20
Recommended Savings: (86) 0 (86) (4) 0 (90)
Detention Costs (35) 0 (35) 0 0 (35)
Software Bonding (20) 0 (20) 0 0 (20)
Legislative Adds (11) 0 (11) 0 0 (11)
21st Century Learning Centers ) 0 7) 0 0 )
State Operations 4) 0 4) 0 0 4)
Caseworker Ratio Funding 4) 0 4) 0 0 4)
Facility Closures 3) 0 3) 0 0 3)
Foster Care 2) 0 2) 0 0 )
Capital Projects 0 0 0 (4) 0 4)
New Initiatives: 30 0 30 0 30
Program Realignment 29 0 29 0 0 29
Facility Diversion Programs 1 0 1 0 0 1
2008-09 Proposed 2,031 8 2,039 22 1,116 3,177
Annual Change 167 1 168 0 98 266

Current Services

Child Welfare Services: Increased General Fund support reflects higher growth in local
child welfare claims. DOB currently projects 9 percent annual growth, after areview of
local claiming patterns.

Adoption Subsidy: Anincrease in adoption subsidy claims and statutorily required
inflationary increases to adoptive parents related to the human services COLA drive a
portion of this spending growth.

Foster Care Cost-of-Living Adjustment: The 2006-07 Enacted Budget authorized a

cost-of-living increase for foster parents and workers in foster care. The 2008-09 growth
reflects statutorily required inflationary increases.
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Medicaid Waiver: Under the waiver, children in foster care at risk of ingtitutional
placement will receive specialized services in addition to traditional Medicaid services to
help avoid institutional placement. The 2008-09 increase reflects the phase-in of slots for
this program, which began January 1, 2008 and will be fully implemented by December
31, 2010.

Child Welfare System: Federal balances that were available from prior years are no
longer available, thereby increasing the General Fund share for the Child Welfare System.

Committees on Special Education: Reflects an increase in spending for residential
placements of children with special needs that cannot be accommodated by the school
district.

Youth Facility Staffing: Increase reflects the additional annualized cost of 218 new
youth facility jobs added partly through 2007-08.

Federal Funding: An increase in Federa funding for Title XX Block Grants ($50
million), child care ($28 million), and adoption subsidies ($20 million) drives Federal
spending growth.

Capital Projects. Reflects an increase in capital projects spending under the child care
facilities development program.

Connections Moder nization: Increase funding to support the cost of the modernization
program.

All Other: The increase in General Fund State Operations spending is due largely to the
reduced availability of Federa revenue ($10 million), salary adjustments and inflation
($4 million), and increases in certain network service costs ($1 million).

Recommended Savings

Detention Costs. Locdlities, including New Y ork City, are responsible for the operation of
detention facilities for youth who are awaiting tria or transfer to another OCFS facility.
Currently, local youth detention costs are shared equally between the State and localities.
This proposal would increase the localities' share to 100 percent.

Softwar e Bonding: This proposal converts the CONNECTIONS System modernization
costs to bond financing.

2007-08 Initiatives. Severa initiatives enacted in 2007-08 are not recommended for
continued funding, including a 2-1-1 information and referra system, an AFSCME
payment, and funding for the Child Abuse Medical Provider Network, the Boys and Girls
Club, and family preservation and empowerment centers.

21% Century Learning Centers. Transfers funding for the 21% Century After School
Program to SED.
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State Operations: Non-personal service savings are expected to be generated in the areas
of contractual services, leases, telecommunications, travel, conferences, and computer
systems.

Casaworker Ratio Funding: Recommends eliminating caseworker ratio funding, as well
as the Portable Information Technology pilot program.

Facility Closures. Savings will be generated by the previoudy announced closure of
seven underutilized youth facilities and the downsizing of one facility.

Foster Care: Thisrecommendation proposes to recoup, from the Foster Care Block Grant,
a portion of increased Title IV-E revenue generated by improved access to income
verification information necessary to determine eligibility for Title IV-E reimbursement.

Capital Projects. Savings are recognized as a result of the completion of the child care
facilities development program.

New Initiatives

Program Realignment: As noted above in the section on Temporary and Disability
Assistance, Advantage Schools, Home Visiting, preventive services, and kinship
programs currently funded by TANF are proposed to be financed with State funding in
OCFS.

Facility Diversion Programs. A portion of the savings achieved through closure of youth
facilities noted above is proposed to be reinvested to improve outcomes for youth. Actions
include funding additional teacher positions at remaining OCFS facilities and community
service positions to help youth successfully reintegrate into the community after a facility
placement, and expansion of locally administered facility diversion programs to help
reduce the number of youth in OCFS facilities.

MENTAL HYGIENE

The Department of Mental Hygiene comprises three independent agencies, OMH,
OMRDD, and OASAS, as well as one oversight agency, the Commission on Quality of
Care and Advocacy for Persons with Disabilities (CQCAPD). Services are administered to
individuals with mental illness, developmental disabilities, and chemical dependence
through ingtitutional or community-based settings. Specifically, OMH plans and operates
an integrated mental health care system that serves adults with serious and persistent
mental illness and children with serious emotiona disturbances. OMRDD serves
individuals with developmental disabilities and their families. OASAS licenses and
evaluates service providers and implements programs for the prevention, treatment, and
recovery from chemical dependence and compulsive gambling. CQCAPD provides
outreach, information, referral and advocacy services to individuals with disabilities.

OMH, OMRDD and OASAS provide services directly to their patients through State-

operated facilities and indirectly through community service providers, receiving
reimbursement from Medicaid, Medicare and third-party insurance. Patient revenues are
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pledged first to the payment of debt service on outstanding Mental Hygiene bonds, with the
remaining revenue deposited to the Patient Income Account (PIA) which supports State

costs of providing services.

Mental Hygiene Spending Projections

(millions of dollars)

2007-08 Medicaid 2007-08 2008-09 Annual Percent

Revised Restructuring* Adjusted Proposed Change Change
General Fund 3,119 (1,143) 1,976 2,060 84 4.3%
Other State Support 296 1,814 2,110 2,140 30 1.4%
State Operating Funds 3,415 671 4,086 4,200 114 2.8%
Capital Projects Funds 269 0 269 352 83 30.9%
Federal Operating Funds 2,901 (671) 2,230 2,286 56 2.5%
Total All Funds 6,585 0 6,585 6,838 253 3.8%

* For detailed discussion please see section entitled "Summary of the Medicaid Transparency Initiative" earlier in this report.

All Funds spending for Mental Hygiene consists of $3.5 hillion for OMRDD, $2.6
billion for OMH, $650 million for OASAS and $16 million for CQCAPD. The State share
of Medicaid spending in the Department of Mental Hygiene is projected to total $2.5
billion in 2008-09. The annual increase in Mental Hygiene programs is described in more

detail below.
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Mental Hygiene

Sources of Annual Spending Increase/(Decrease)
from 2007-08 to 2008-09

(millions of dollars)

Total State Capital Federal
General Other State Operating Projects Operating Total

Fund Funds Funds Funds Funds All Funds

2007-08 Revised Estimate 3,119 296 3,415 269 2,901 6,585
Medicaid Transparency Adjustment (1,143) 1,814 671 0 (671) 0
2007-08 Adjusted Estimate 1,976 2,110 4,086 269 2,230 6,585
Current Services: 334 30 364 81 (64) 381
OMRDD Local Programs 99 30 129 0 0 129
OMH Local Programs 52 0 52 0 0 52
State Operations Program Growth 80 0 80 0 (6) 74
Medicaid Service Coordination 54 0 54 0 (54) 0
Human Service COLA 42 0 42 0 0 42
OASAS Local Programs 7 0 7 0 0 7
Capital Programs 0 0 0 81 0 81
All Other Changes 0 0 0 0 4) 4)
Recommended Savings: (278) 0 (278) 0 112 (166)
Patient Income Account Actions (121) 0 (121) 0 111 (10)
Managing Local Resources (70) 0 (70) 0 0 (70)
State Operations Efficiencies (34) 0 (34) 0 1 (33)
Managed Program Expansion a7) 0 a7) 0 0 7)
Provider Reimbursement Reductions 9) 0 9) 0 0 9)
Eliminate Legislative Adds (10) 0 (10) 0 0 (10)
All Other 17) 0 17) 0 0 7)
New Initiatives: 28 0 28 2 8 38
Mental Retardation Initiatives 9 0 9 2 0 11
Mental Health Initiatives 14 0 14 0 8 22
OASAS Initiatives 5 0 5 0 0 5
2008-09 Proposed 3,203 326 3,529 352 2,957 6,838
Total Annual Change 84 30 114 83 56 253

Current Services

Office of Mental Retardation and Developmental Disabilities Local Programs:
Projected increases in existing program commitments and mandates, including NYS-
CARES, NYS-OPTS and Day Services programs and the development of children’s beds
for out-of-state placements ($47 million) and projected increases in the State share of
Medicaid costs ($52 million) comprise the majority of local program growth.

Office of Mental Health Local Programs. Loca program growth is driven primarily by
operating costs associated with the NY/NY [l supportive housing agreement and
community bed expansion ($30 million), funding to enhance the adult and children’s
community residence model ($21 million), loss of one-time receipts of audit recoveries and
retroactive Federal Medicaid claims ($18 million), and non-recurring 2007-08 savings.

State Operations Program Growth: Prior to the recommended changes, General Fund
spending grows as a result of inflationary increases, including increases of 4 percent for
energy costs and roughly 10 percent for pharmacy costs, reflecting rising drug price and
higher utilization rates ($29 million), additional costs resulting from the Sex Offender
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Management and Treatment Act ($18 million), and the loss of one-time patient income
revenue used to offset General Fund costs ($6 million). Spending growth is also driven by
the annuaization of prior-year and current year initiatives, including the PSYCKES
pharmaceutical initiative, additional research jobs, the Workplace Violence Prevention Act,
Jonathan’s Law, and mental health program enhancements in prisons ($21 million).

Medicaid Service Coordination: Reflects a decline in available patient income revenue
used to lower General Fund costs, resulting from a required rate methodology change
effective April 1, 2008 for case management service payments made through the Medicaid
Service Coordination program.

Human Services Cost-of-Living Adjustment: The 2007-08 Enacted Budget continued a
three-year cost-of-living increase for targeted OMH, OASAS and OMRDD service
providers. The 2008-09 growth reflects statutorily required inflationary increases
associated with the third year of the COLA.

Office of Alcoholism and Substance Abuse ServicesLocal Programs. Spending growth
isdriven primarily by additional costs associated with development of community beds ($6
million), including NY/NY III.

Capital Programs:. Capital projects spending is expected to increase primarily for the
NY/NY Il supportive housing agreement and other bed pipeline activity ($20 million), and
increased OMRDD State and voluntary operated community development ($11 million).

Recommended Savings

Patient Income Account Actions. Actions to generate higher third party revenue,
including for Intermediate Care Facility Day Services and clothing allowance recoupments,
are expected to increase the amount of patient care revenues available to support what
would otherwise be General Fund costs in 2008-09.

Managing Local Resources. Steps will be taken to implement various local assistance
cash management and revenue maximization initiatives in several program areas, including
Home and Community-Based Services Waiver, NY/NY |11 Supportive Housing agreement,
and Day Habilitation services, as well as to prevent or recoup overpayments through
increased audit activity.

State Operations Efficiencies: Continued vacancy and staffing controls aimed at reducing
excessive overtime are expected to generate savings. In addition, energy and pharmacy
efficiencies, as well as shifting certain information technology position from consultants to
State employees, are projected to reduce costs.

Managed Program Expansion: Reflects a dower pace for community program
expansion, including measured bed development under the NY/NY 111 supportive housing
agreement and Home and Community Based Services Waiver in OMH and certain
Children’s Residential Projects in OMRDD. In addition, OASAS recognizes savings due
to slower implementation of prior-year initiatives.
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Provider Reimbursement Reductions. This proposal restructures rates/prices for
Intermediate Care Facilities, Individual Residential Alternatives and Day Habilitation
programs to rationalize and reform reimbursement. In addition, recovery of excess
Medicaid payments and exempt income above agreed-upon contractual thresholds in
Comprehensive Outpatient Program Services and Community Support Programs, as well as
residential treatment programs, is expected to generate savings.

Eliminate Legidative Additions. Severa initiatives added in the 2007-08 Enacted
Budget, including Support Services for Recovery, Ingtitute on Addictions, and the Cody
Center are not recommended for continued funding.

All Other: Reflects modest savingsin avariety of areas.
New Initiatives

Office of Mental Retardation and Developmental Disabilities Initiatives. Reflects
expansion of funding for new community residential opportunities, including a four-year
effort to reduce ingtitutionalized populations;, Family Support Services targeting crisis
intervention, respite, and autism services; competitive and supportive work opportunities;
and At-Home Residential services.

Office of Mental Health Initiativess Begins implementation of ambulatory care
initiatives designed to rationalize clinic reimbursement; enhances community-based system
through family-driven support services and employment services, expands community
residential programs by 2,100 new beds; salary enhancements for State-operated clinical
workers.

Office of Alcoholism and Substance Abuse Services Initiatives: Addresses current
residential need, develops 21 recovery centers, expands compulsive gambling prevention
programs, enhances services to persons with mental illness and chemical dependence as
well asindividuals served in State-operated Addiction Treatment Centers.

TRANSPORTATION

New York's transportation network includes 240,000 lane miles of roads, 19,500
bridges, 4,000 railroad miles, 147 public-use airports, 12 magjor ports and over 70 mass
trangit systems. The State helps maintain and improve this extensive collection of assets
through taxes, Federa grants, general obligation bonds, and bonds issued by public
authorities pursuant to contractual agreements with the State. The principal agencies
represented in Transportation are the Department of Transportation (DOT), the Thruway
Authority (TA), the Metropolitan Transportation Authority (MTA), and the Department of
Motor Vehicles (DMV) as further described below.

DEPARTMENT OF TRANSPORTATION

DOT directly maintains the more than 40,000 State highway lane miles and 7,500
bridges. In addition to State-owned transportation assets, the DOT assists in funding
projects for highways, bridges, transit systems and other transportation facilities which are
owned by local governments.
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THRUWAY AUTHORITY

Through its subsidiary, the New Y ork State Canal Corporation, the TA maintains and
operates a 524-mile navigable waterway and related structures and facilities. Revenues
from canal tolls and other user fees are deposited into the Canal System Development Fund
and are used exclusively for canals.

METROPOLITAN TRANSPORTATION AUTHORITY

MTA is responsible for operating, maintaining and improving public transportation in
the Metropolitan Commuter Transportation District consisting of New York City and
Dutchess, Nassau, Orange, Putnam, Rockland, Suffolk, and Westchester counties. The
Authority oversees the operations of the bus and subway systems in New York City,
commuter railroads in the region, and seven bridges and two tunnels in New York City.
This oversight includes general policy direction and development of operating and capital
programs.

The Authority comprises three independent entities:. MTA, MTA New York City
Transit, and MTA Bridges and Tunnels. MTA has six subsidiariess MTA Staten Idland
Rapid Transit, MTA Long Island Rail Road, MTA Long Island Bus, MTA Metro North
Railroad, MTA Bus and MTA Capita Construction. MTA New York City Transit, which
operates the New Y ork City Subway and bus systems, has one subsidiary: MTA Manhattan
and Bronx Surface Transit Operating Authority.

DEPARTMENT OF MOTOR VEHICLES

DMV issues drivers licenses and vehicle registrations, promotes highway safety, and
collects revenues used for transportation purposes, including capital projects.

Transportation Spending Projections
(millions of dollars)

2007-08 2008-09 Annual Change Percent

Revised Proposed Change
General Fund 107 107 0 0.0%
Other State Support 2,825 3,046 221 7.8%
State Operating Funds 2,932 3,153 221 7.5%
Capital Projects Funds 3,677 4,066 389 10.6%
Federal Operating Funds 64 64 0 0.0%
Total All Funds 6,673 7,283 610 9.1%

All Funds spending consists of $4.1 billion for capital projects, including agency staff
and related operations, and $3.2 billion for statewide mass transit operations and local
highway and bridge aid. Operations consists primarily of engineering services and related
capital program support, snow and ice removal, preventive maintenance activities,
regulatory activitiesand DMV operations.

Spending from State capital projects funds is projected to total $2.3 billion (including

$2.0 billion in the Dedicated Highway and Bridge Trust Fund), an increase of $293 million,
and reflects, in part, implementation of the $35.9 billion five-year transportation capital
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plans for DOT and MTA as amended by the 2007-08 Enacted Budget and proposed
increases to the DOT five-year capital plan. Federal Capital Projects Funds spending totals
$1.7 billion, an increase of $96 million over 2007-08.

Transportation
Sources of Annual Spending Increase/(Decrease)

from 2007-08 to 2008-09
(millions of dollars)

Total State Capital Federal
General Other State Operating Projects Operating Total All
Fund Funds Funds Funds Funds Funds

2007-08 Revised Estimate 107 2,825 2,932 3,677 64 6,673
Current Services: 0 200 200 343 0 543
Transit Aid/MTA Support Planned Growth 0 193 193 0 0 193
GO Bond Act 0 0 0 181 0 181
Federal Aid 0 0 0 106 0 106
All Other 0 7 7 56 0 63
Recommended Savings: 0 0 0 17) 0 a7)
Efficiencies 0 0 0 a7) 0 a7)
New Initiatives: 0 21 21 63 0 84
Western Hemisphere Travel Initiative 0 0 0 16 0 16
Bridge Preservation Program 0 0 0 47 0 47
Additional Transit funding 0 21 21 0 0 21
2008-09 Proposed 107 3,046 3,153 4,066 64 7,283
Annual Change 0 221 221 389 0 610

Current Services

Transit Aid/MTA Support Planned Growth:
Financia Plan needs. The spending is financed from available dedicated resources.

Transit aid increases to meet MTA

General Obligation Bond Act: Consists of a planned increase of $238 million for the
fourth year of spending for the Rebuild and Renew New York Transportation Bond Act
partially offset by adecline in spending for prior program obligations ($57 million).

Federal Aid: Transportation spending financed with Federal grantsis expected to increase
due in part to planned increases for State bridges and highways.

All Other: Based on updated data, capital projects spending is expected to increase in
2008-09 for a variety of projects. The Five-Year Capital Program and Financing Plan
provides more information on al capital spending programs.

Recommended Savings

Administrative and Insourcing Efficiencies: Implementation of project bidding and

procurement efficiencies, cost savings and other adjustments achieved in part from utilizing
additional State staff for information technology and fleet maintenance.
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New Initiatives

Western Hemisphere Trave Initiative (WHTI): DMV'’s capital spending increases to
support technological and administrative costs associated with issuing WHTI licenses and
non-driver identification in New Y ork State.

DOT State and Local Bridge Preservation Program: Initia funding to enhance bridge
maintenance activities on State and loca highway bridges, to be financed from a $10
annual fee on automobile insurance policies throughout the State.

Additional Transit Funding: MTA and other Mass Transit spending increases to meet
the escalating operating needs of the State’ s transit system.

ALL OTHER SIGNIFICANT CHANGES BY PROGRAM AREA

In addition to the programs described above, the Executive Budget includes funding for
economic development, public protection, general government, the Judiciary, and various
other programs. Significant sources of annual change in these areas include:

Economic Development: Recommended capital investments fund various infrastructure
projects including critical projects to enhance economic conditions across the State. See
the Five-Y ear Capital Program and Financing Plan for more information.

Judiciary: All Funds spending grows by $202 million, primarily as aresult of increasesin
State Operations costs. Persona service spending growth is primarily the result of the
annualization of prior-year Judiciary actions, including increasing the number of full-time
judges and adding Court of Claims and Family judges. The Judiciary budget proposes a
pay raise for judges, consistent with its submission in 2007-08. In non-personal service,
new regulations regarding maximum caseload for Law Guardians, as well as increased
State aid for improving town and village courts, contribute to increased costs.

Local Government Aid: The annua growth reflects primarily the partial restoration of
New York City AIM funding, and additional funding of $56 million for distressed
municipalities.

Collective Bargaining:  Reflects negotiated salary increases for certain unions
representing State employees, as patterned after the tentative four-year agreement reached
with the Civil Service Employees Association.

Correctional Services. Growth is driven primarily by the escalating costs of food, fuel,
and providing health care services and prescription drugs to inmates, as well as the
implementation of the Sex Offender Management and Treatment Act of 2007 and
expansion of mental health services.

Empire State Stem Cell Trust Fund: Growth is attributable to additional funding for
stem cell research, which was included in the 2007-08 Enacted Budget.

Homeland Security: The Federal funds increase is attributable primarily to projected
growth in, and the timing of, disbursementsin Federal Homeland Security grants.
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Parks and Recreation: Growth is attributable to first-year spending of a new $110
million initiative for critical environmental projects in State Parks, Department of
Environmental Conservation and other facilities.

State Equipment Financing: Reflects increased capital projects spending driven by a
consolidated program to finance major information systems research, development, and
upgrades, which were formerly anticipated to be financed with General Fund resources.
Previoudy, these costs were reflected as non-persona service costs, pay-as-you-go
spending.

Elections: Implementation of the Help America Vote Act supported by Federal aid
accounts for the All Funds spending increase.

State Police: Primarily reflects the proposed increase in the auto insurance surcharge from
$5 to $10 in the portion of the fee used to support the increasing cost of highway and public
safety activities, including investments in automobiles, protective vests and more
sophisticated equipment.

Interest on Lawyer Account: Increases statewide Civil Legal Services funding to a
projected $50 million, supported by an initiative that achieves a significant increase in
interest earned on deposits in the lawyer escrow account.

Military and Naval Affairs. The annual decline is driven by non-recurring spending
associated with prior-year disasters, including severe snow damage in Buffalo and flooding
in Central New Y ork.

Department of State: The annual declineis driven primarily by an acceleration in Capital
Projects spending for the E-911 and Fire Academy Burn Building projects. In addition,
$17 million in spending has been advanced to 2007-08, with a corresponding decrease in
2008-09 spending.

SUMMARY OF OTHER GENERAL FUND SAVINGS
The following provides summary tables that correspond to the recommendations

described earlier in each functional area, and which are summarized on page 11 of this
report.

Detail on All Other Savings Actions
(millions of dollars)

2008-09 2009-10 2010-11 2011-12

All Other Savings Actions 270 302 307 319
Children and Families/Other Social Senices 92 90 82 84
Economic Development/Housing/Gaming 52 53 53 54
Environment/Energy 46 35 35 35
Debt Service 31 47 58 69
General Government 16 17 16 15
Homeland Security 12 12 12 12
Local Government Aid 0 28 30 30
All Other 21 20 21 20
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SUMMARY OF OTHER GENERAL FUND INITIATIVES

General Fund -- New Initiatives*

(millions of dollars)

2008-09 2009-10 2010-11 2011-12
All Other Initiatives 170 298 432 539
Education (attendance taking; Healthy Schools, etc.) 32 55 66 62
Economic Development 23 22 22 25
County Cap for Preschool Education 20 45 80 120
OMH 14 35 48 51
Agriculture and Markets 10 10 10 10
OMRDD 9 23 33 40
Taxes (e.g., Film Credit; Low Income Housing) 9 17 22 19
Welfare 6 7 7 7
AIM Equity Adjustment 5 11 19 19
Debt Service for New Capital Projects 1 24 78 145
All Other 41 49 47 41
* Does not reflect Medicaid Transparency adjustment for the Mental Hygiene agencies.
SUMMARY OF OTHER GENERAL FUND REVENUE ACTIONS
General Fund Savings Plan -- All Other Revenue Actions
(millions of dollars)
Total 430 574 561 567
Credit Card Nexus 81 65 65 65
Internet Sales Tax Enforcement a7 73 85 98
Decoupling from Federal Qualified Production Activities Regul. 50 50 50 50
Auto Insurance Purchase Surcharge 48 65 65 65
Expiration of ITC for Financial Senices 35 75 75 75
Real Property Senices Banded Fee 17 17 17 17
Conform Treatment of Flavored Malt Beverages 15 18 18 18
Require Tax Stamp on lllegal Drugs 13 17 17 17
Require Sales Tax Vendores to Re-Register 9 28 9 3
Simplify Taxation of Motor Fuel 9 27 28 28
Contract/Vendor Senvice Fee 8 12 20 20
Limit Tax Exemptions for Sales by Non-Profits 8 15 15 15
Repeal Bad Debt Provisions 7 9 9 9
Criminal Justice Improvement Account Pick-up of Costs 5 5 5 5
All Other 78 98 83 82

The following sections provide a summary of the 2008-09 Executive Budget by
purpose of spending. The presentation corresponds with the format of many of the
Financial Plan tables and gives another perspective on State spending. The information is
meant to supplement the information by major program and is not intended to be

comprehensive.

NON-RECURRING RESOURCES

The State typically uses some non-recurring resources each year to support its
operations. The Executive Budget uses approximately $1.1 billion of non-recurring
resources to balance the General Fund Financial Plan and another $337 million in labor
reserves to finance expected collective bargaining costs. The following table summarizes

the non-recurring actions.
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General Fund Non-Recurring Resources
(millions of dollars)

2008-09
Belmont Development Rights 250
Partial Restoration of NYC AIM 164
Bonding Capital projects Originally Planned to be Cash Financed 110
Transfer SONYMA Excess Balances to the General Fund 100
Additional 5 Percent Tax Prepayment 95
Sweep Excess EPF Fund Balances to General Fund 80
Recovery of Early Intervention Overpayments to New York City 60
Bond Eligible Software Costs 63
Abandoned Property 50
Mental Hygiene: Federal PIA revenues/Cash Managemnt 66
Student Loan Default Fee 27
Interest Savings for Pension Bill Prepayment 24
Sweep Excess Motor Vehicle Fund Balances to General Fund 16
All other 34
Total One-Time Resources 1,139
Use of Reserves to Finance Labor Settlements 337
Total Non-Recurring Resources 1,476

There are two significant non-recurring transactions in 2008-09. Thefirst is a potential
payment for development rights at Belmont Park. The second is a partial restoration of an
aid payment to New York City under the AIM program. The 2008-09 current services
budget included a full restoration of the payment that had been reduced to $20 million in
2007-08. Other one-time actionsinclude:

e Bonding certain costs related to the Environmental Protection Fund, the
Department of Education, the Office General Services, and software devel opment
capital projects originally planned to be cash financed;

Recovering overpayments made to New Y ork City for Early Intervention claims;
Accelerating the payment of certain tax liabilities within the calendar year;

e Using onetime Federa revenues that are expected as a result of accelerated
Disproportionate Share and Prepaid Mental Health Program claiming for services
provided to mental hygiene consumers, revenue maximization in Day Habilitation
services, increased Medicare enrollments, residential conversions, and measured
bed development; and

e Assigning financial responsibility for the payment of a 1 percent student loan
default fee from the State to the actua borrowers.

The remaining actions generally consist of routine sweeps and fund balances.

95



FINANCIAL PLAN

GRANTS TO LOCAL GOVERNMENTS

Grants to Loca Governments
(Local Assistance) include
payments to local governments,
school digtricts, healthcare
providers, and other local entities,
as wdl as certan financid
assistance to, or on behaf of,
individuals, families, and
nonprofit organizations. Loca
Assistance comprises 70 percent
of All Funds spending.

In  2008-09, All Funds
spending for local assistance is
expected to tota $87.4 hillion.
Total spending comprises State
aid to medical assistance providers

2008-09 All Funds Local Assistance Spending

$87.4 Billion
All Other
13.6%
Medicaid/Admin
STAR 38.2%
5.4%
Welfare
4.7%
22
Public Health
4.9% H
N ; \
\ Children and
: * Families

. 31%
Transportation

School Aid 3.5%

26.6%

and public health programs ($37.7 hillion); State aid to school districts, universities, and
tuition assistance ($33.0 billion); temporary and disability assistance ($4.1 billion); mental
hygiene programs ($3.7 billion); transportation ($3.1 billion); children and family services

($2.7 hillion); and loca government assistance ($1.1 billion).

Other local assistance

programs include criminal justice, economic development, housing, parks and recreation,

and environmental quality.

Local Assistance Spending Projections

(millions of dollars)

2007-08 Medicaid 2007-08 2008-09 Annual Percent

Revised Transparency Adjusted Proposed Change Change
General Fund 36,667 2,753 39,420 41,860 2,440 6.2%
Other State Support 16,440 (2,971) 14,469 14,811 342 2.4%
State Operating Funds 53,107 782 53,889 56,671 2,782 5.2%
Capital Project Funds 603 0 603 615 12 2.0%
Federal Operating Funds 30,256 0 30,256 30,141 (115) -0.4%
All Funds 83,966 782 84,748 87,427 2,679 3.2%

The following chart highlights proposed local assistance annual spending changes from
2007-08 to 2008-09 by major program and/or agency.
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Local Assistance Spending Projections
Major Sources of Annual Change
(millions of dollars)
State All
General Operating Governmental
Fund Funds Funds

2007-08 Revised 36,667 53,107 83,966
Medicaid Transparency Adjustment 2,753 782 782
2007-08 Adjusted 39,420 53,889 84,748
School Aid 1,203 1,369 1,380
Medicaid (incl Admin) 1,038 830 1,301
Children and Families 152 153 252
Mental Hygiene 112 142 214
Transportation (1) 213 213
Local Government Assistance 198 198 198
City University 178 178 178
Temporary and Disability Assistance (226) (226) (192)
Economic Development (133) (134) (153)
Other Education Aid (36) (36) (26)
All Other (46) 95 (686)
2008-09 Executive Budget 41,860 56,671 87,427
Annual Dollar Change 2,440 2,782 2,679
Annual Percent Change 6.2% 5.2% 3.2%

For 2008-09, All Funds loca assistance spending is projected to total $87.4 hillion, an
increase of $3.5 billion (4.1 percent) over the current year. The growth is primarily driven
by projected increases in School Aid ($1.4 billion) and Medicaid ($1.3 hillion).

These annua changes in local assistance, as further categorized by current service
requirements and Executive Budget savings and initiatives, are outlined in more detall
below. For more information on specific local programs, see the narratives by function in
this Financial Plan.
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Local Assistance

Sources of Annual Spending Increase/(Decrease)

(millions of dollars)

Total State
Other State Operating Capital All
General Fund Funds Funds Projects Federal Funds Funds
2007-08 Revised 36,667 16,440 53,107 603 30,256 83,966
Medicaid Transparency Adjustment 2,753 (1,971) 782 0 0 782
2007-08 Adjusted 39,420 14,469 53,889 603 30,256 84,748
Current Services: 4,033 273 4,307 12 1,140 5,459
Medicaid (incl Admin) 1,735 (272) 1,463 0 1,072 2,535
School Aid 1,363 (120) 1,243 0 11 1,254
STAR 0 388 388 0 0 388
Local Government Assistance 358 0 358 0 0 358
Mental Hygiene 202 30 232 78 (5) 304
Children and Families 182 1 183 0 99 282
City University 200 0 200 0 0 200
Transportation (1) 193 192 0 0 192
Public Health 45 68 113 24 6 143
Economic Development (104) 0) (104) (19) 0 (123)
Temporary and Disability Assistance (16) 0 (16) 0 (100) (116)
Other Education Aid (24) 0) (24) 0 10 (14)
All Other 93 (14) 79 (70) 47 55
Recommended Savings: (1,940) 22 (1,918) 0 (562) (2,480)
Medicaid Actions (787) 64 (723) 0 (691) (1,414)
STAR 0 (354) (354) 0 0 (354)
Local Government Assistance (165) 0 (165) 0 0 (165)
Public Health 93) (36) (129) 0 (12) (141)
Mental Hygiene (112) 0 (112) 0 0 (112)
Temporary and Disability Assistance (216) 0 (216) 0 134 (82)
Other Education Aid (68) 0 (68) 0 0 (68)
Economic Development (53) ) (54) 0 0 (54)
Higher Education Services (35) 0 (35) 0 0 (35)
Criminal Justice/Parole (39) 0 (39) 0 8 (31)
City University (23) 0 (23) 0 0 (23)
Children and Families (30) 0 (30) 0 0 (30)
Transportation 0 3 3 0 0 3
School Aid (286) 286 0 0 0 0
All Other (33) 60 27 0 1) 26
New Initiatives: 346 47 393 0 89 482
Medicaid 89 0 89 0 89 178
School Aid 126 0 126 0 0 126
Other Education 56 0 56 0 0 56
Judiciary/IOLA 0 28 28 0 0 28
Economic Development 24 0 24 0 0 24
Mental Hygiene 22 0 22 0 0 22
Transportation 0 18 18 0 0 18
Public Health 8 1 9 0 0 9
Temporary and Disability Assistance 6 0 6 0 0 6
Local Government Assistance 5 0 5 0 0 5
City University 1 0 1 0 0 1
Children and Families 0 0 0 0 0 0
All Other 9 0 9 0 0 9
2008-09 Executive Budget 41,860 14,811 56,671 615 30,141 87,427
Total Annual Change 2,440 342 2,782 12 (115) 2,679

98




FINANCIAL PLAN

Current Services

For 2008-09, on an All Funds basis, current service requirements increase by $5.5
billion above revised 2007-08 estimates. Most of this increase is concentrated in School
Aid and Medicaid ($3.8 hillion). The annual decrease in economic development largely
reflects a shift in spending categories, from local assistance to State operations, for State
payments made pursuant to “Timothy’s Law” to reimburse employers for costs associated
with providing mental health insurance coverage. The decrease in Temporary and
Disability Assistance largely reflects a decrease in the level of Federal TANF
disbursements.

Recommended Savings

More than half of the Executive Budget’'s All Funds local assistance savings plan relies
on Medicaid actions. Other significant savings actions include a dower phase-in for
middle-class STAR and other administrative adjustments to the STAR program, the partial
restoration of New Y ork City local government assistance and savings initiatives for public
health programs,

New Initiatives

The largest areas of investment in local assistance are reflected in recommended
hospital improvements and patient services and increased education aid. Other significant
Executive Budget proposals include an increase in statewide Civil Legal Services funding
and other educational initiatives.

STATE OPERATIONS

State Operations spending is for 2008-09 All Funds S_tate Operations
personal  service and non-persona $f§i”;i'lﬂgn
service costs. Persona service costs, '
which account for approximately two-
thirds of State Operations spending, State
includes salaries of State employees of University of
the Executive Branch, Legislature, and Al Other ey g
Judiciary, as well as overtime payments ng;‘j:f
and costs for temporary employees. 29%
Non-personal  service costs, which
account for the remaining one-third of
State  Operations, represent  other Correctiona
operating costs of State agencies, $32% Sees
including real estate renta, utilities, *
contractual payments (i.e., consultants, Sta‘es;’)o“ce
information technology and professional A
busness services), supplies and Pumclugﬁgth, Legislature

materials, equipment, telephone service OMIG Mental and Judiciary

11%
and employee travel. 5% Hygiene
15%

22
A
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All Funds State Operations spending is projected at $19.4 billion in 2008-09, which
finances the costs of Executive agencies ($17.3 billion) and the Legidature and Judiciary
($2.1 hillion). The largest agencies include SUNY ($4.7 billion; 40,632 Full Time
Equivalent Employees (FTES)), Correctiona Services ($2.5 billion; 31,603 FTEs), Mental
Hygiene ($3.0 billion; 40,907 FTES), Public Hedlth, including Office of the Medicaid
Inspector General ($875 million; 6,793 FTEs), and State Police ($637 million; 5,989
FTES).

Approximately 93 percent of the State workforce is unionized. The largest unions
include the Civil Service Employees Association, which primarily represents office support
staff and administrative personnel, machine operators, skilled trade workers, and
therapeutic and custodial care staff; the Public Employees Federation which primarily
represents professional and technical personnel (i.e., attorneys, nurses, accountants, social
workers, and institution teachers); United University Professions which represents faculty
and non-teaching professiona staff within the State University system; and the New Y ork
State Correctional Officers and Police Benevolent Association which represents security
personnel (correction officers, safety and security officers).

The State workforce, which reflects full-time employees of the Executive branch,
excluding the Legidature, Judiciary, and contractual labor, is projected to total 201,270 in
2008-09, an increase of 1,846 FTEs over 2007-08 levels. Increases are expected in
Transportation (322 FTEs) primarily for bridge maintenance; Mental Hygiene agencies
(335 FTES) primarily due to staffing related to the Sex Offender Management and
Treatment Act and the NYS-CARES Il program; Office of the Medicaid Inspector General
(227 FTEs), reflecting staffing growth needed for Medicaid audit and fraud prevention
activities; Motor Vehicles (114 FTES) driven by the Federal Western Hemisphere Travel
Initiative; and Health (256 FTES), CUNY (140 FTEs) and Education (113 FTES) reflecting
authorized fill levels for 2008-09. Declines in Children and Family Services (243 FTES)
and Correctional Services (153 FTEs) are expected mainly through attrition as a result of
facility closures. Tables that summarize the prior, current, and projected workforce levels
appear in the section titled “Financial Plan Tables.”

State Operations Spending Projections
(millions of dollars)

2007-08 Medicaid 2007-08 2008-09 Annual Percent

Revised Transparency Adjusted Proposed Change Change
General Fund 9,677 (1,247) 8,430 8,863 433 5.1%
Other State Support 5,693 1,135 6,828 7,018 190 2.8%
State Operating Funds 15,370 (112) 15,258 15,881 623 4.1%
Capital Projects Funds 0 0 0 0 0 N/A
Federal Operating Funds 3,260 112 3,372 3,511 139 4.1%
Total All Funds 18,630 0 18,630 19,392 762 4.1%

All Funds State Operations spending is expected to total $19.4 billion in 2008-09,
comprising PS ($12.6 billion) and NPS ($6.8 billion). The mgjority of State Operations
spending is for SUNY ($4.7 billion), Correctiona Services ($2.5 hillion), Judiciary ($2.1
billion), OMRDD ($1.5 billion) and OMH ($1.4 billion).
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State Operations spending by category, based upon historical spending trends, is
allocated among employee base saaries (62 percent), overtime payments (3 percent),
contractual services (24 percent), supplies and materials (6 percent), equipment (3 percent),
employee travel (1 percent) and other operational costs (1 percent).

State Operations Spending Projections
Major Sources of Annual Change -- State Operating Funds
(millions of dollars)

Personal Non-Personal State

Service Service Operations
2007-08 Revised 9,935 5,435 15,370
Medicaid Transparency Adjustment (21) 91) (112)
2007-08 Adjusted 9,914 5,344 15,258
Collective Bargaining* 197 0 197
Judiciary 177 5 182
Insurance 1 109 110
Stem Cell Research 0 85 85
Correctional Services (14) 35 21
Mental Health (18) 35 17
Health, including OMIG 12 4 16
All Other 50 (55) (5)
2008-09 Executive Budget 10,319 5,562 15,881
Annual Dollar Change 405 218 623
Annual Percent Change 4.1% 4.1% 4.1%

*Not allocated by agency at this time.

The All Funds State Operations spending increase of $762 million (4.1 percent) is
primarily driven by projected increases for collective bargaining agreements ($197
million), the Judiciary ($181 million), Insurance ($110 million), Stem Cell Research ($85
million), Correctional Services ($51 million), OMH ($28 million), and Public Health ($26
million). The annual changes are described in more detail below.
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PERSONAL SERVICE

Personal Service

Sources of Annual Spending Increase/(Decrease)
from 2007-08 to 2008-09

(millions of dollars)

Total State Capital Federal
Other State Operating Projects Operating Total All
General Fund Funds Funds Funds Funds Funds
2007-08 Revised 6,813 3,122 9,935 0 2,169 12,104
Medicaid Transparency Adjustment (688) 667 (21) 0 0 (21)
2007-08 Adjusted 6,125 3,789 9,914 0 2,169 12,083
Current Services: 568 33 601 0 (22) 579
Current Collective Bargaining 197 197 0 0 197
Judiciary 175 1 176 0 0 176
Agency Salary Adjustments 93 31 124 0 22 146
Workforce Changes 45 46 0 14 60
Offsets 58 58 0 (58) 0
Recommended Savings: (281) 60 (221) 0 121 (100)
Maximize Revenues (136) 8 (128) 0 121 7)
Auto Insurance Surcharge (44) 44 0 0 0 0
Homeland Security a7) 0 a7) 0 0 17)
Mental Hygiene (22) 0 (22) 0 0 (22)
DOCS Facility Closures 9) 0 9) 0 0 9)
Youth Facility Closures 2) 0 ) 0 0 2)
Power Plant Security 0 12 12 0 0 12
All Other (51) 4) (55) 0 0 (55)
New Initiatives: 22 3 25 0 10 35
All Other 22 3 25 0 10 35
2008-09 Executive Budget 6,434 3,885 10,319 0 2,278 12,597
Total Annual Change 309 96 405 0 109 514

Current Services

Current Collective Bargaining: Reflects tentative labor settlements for the Civil Service
Employees Association, United University Professions, District Council 37, and the
extension of those increases to Management/Confidential State employees that provide a 3
percent salary increase each year beginning on April 1, 2007 and a4 percent increase in the
final year (2010-11).

Judiciary: Reflects the Judiciary’s budget request for a salary increase ($143 million), as
well as the annualization of prior-year Judiciary actions, including increasing the number of
full-time judges and adding Court of Claims and Family judges. The Governor must
submit the Judiciary’ s budget request to the L egidature without modification.

Agency Salary Adjustments: Includes performance advances which systematically raise
an employee’'s salary annually until the “job rate” is reached, longevity payments which
increase salary for employees at their job rate for more than five years, merit awards and
other promotional factors.
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Workforce Changes: Reflects payroll increases driven by workforce changes.

Offsets: A reduction in Federa revenue available to offset General Fund costs, primarily
resulting from the rate methodol ogy change in the Medicaid Service Coordination program.

Recommended Savings

Maximize Revenues. Proposed Mental Hygiene Patient Income Account actions are
expected to increase the amount of patient care revenues available to support State costs
(%121 million). In addition, an increase in Federa revenues earned in various OTDA
programs and an increase in Federal funding for the State Criminal Alien Assistance
Program lowers General Fund costs ($8 million and $5 million, respectively)

Auto Insurance Surcharge: Reflects an increase in the auto insurance surcharge from $5
to $10 in the portion of the fee used to support State Police highway and public safety
activities.

Homeland Security: Recommendations include implementation of a security assessment
on nuclear power plants to recover costs of National Guard activities at those sites ($11.7
million) and consolidation of National Guard missions in the New York City area. In
addition, a projected increase in Federal funds resulting from the State’ s use of all available
Office of Homeland Security Federal funding will result in one-time General Fund savings
of $5 million.

Mental Hygiene: Primarily reflects adjusted estimates of Sex Offender Management and
Treatment Act related costs, driven by assessment differences, procedural delays and a
backlog in court reviews.

Correctional Services Facility Closures. Savings would be generated by the closure of
three minimum security correctional camps at Pharsalia, Mt. McGregor, and Gabriels ($5
million) and the Hudson medium security correctional facility ($4 million).

Youth Facility Closures. Savings would be generated by the previously announced
closure of seven underutilized youth facilities and the downsizing of one facility.

All Other: Primarily reflects reductions in workforce driven by attrition, consolidation of
services and overtime savings.

New Initiatives

All Other: Includes additiona funding for the Office of the Medicaid Inspector General
staffing ($1 million).
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NON-PERSONAL SERVICE

Non-Personal Service
Sources of Annual Spending Increase/(Decrease)
from 2007-08 to 2008-09
(millions of dollars)

Total State Capital Federal
Other State Operating Projects Operating All
General Fund Funds Funds Funds Funds Funds
2007-08 Revised 2,864 2,571 5,435 0 1,001 6,526
Medicaid Transparency Adjustment (559) 468 (91) 0 112 21
2007-08 Adjusted 2,305 3,039 5,344 - 1,203 6,547
Current Services: 257 93 350 0 8 358
Correctional Services 52 1 53 0 1) 52
Mental Hygiene 35 1 36 0 (5) 31
State University 7) 28 11 0 5 16
Children and Family Services 27 0 27 0 7 34
Environmental Conservation 1 (23) (22) 0 0 (22)
Insurance 92 4 96 0 0 96
Stem Cell Research 0 85 85 0 0 85
All Other 67 3) 64 0 2 66
Recommended Savings: (163) (6) (169) 0 10 (159)
Software Bonding (43) 0 (43) 0 0 (43)
Education (5) 0 (5) 0 0 (5)
General Services (10) 0 (10) 0 0 (10)
Maximize Revenues 9) 6 3) 0 9 6
Medical Parole (5) 0 (5) 0 0 (5)
Auto Insurance Surcharge 4) 4 0 0 0 0
HESC Student Default Fee 0 (32) (32) 0 0 (32)
Efficiencies (87) 16 (71) 0 1 (70)
New Initiatives: 30 7 37 0 12 49
Economic Development 10 0 10 0 0 10
Public Health 10 1 11 0 1 12
OMIG 4 0 4 0 4 8
Cook Chill Expansion 0 5 5 0 0 5
HAVA 0 0 0 0 5 5
All Other 6 1 7 0 2 9
2008-09 Executive Budget 2,429 3,133 5,562 - 1,233 6,795
Total Annual Change 124 94 218 0 30 248

Current Services

Correctional Services. Growth is driven primarily by the escalating costs of food, fuel,
utilities and providing health care services and prescription drugs to inmates.

Mental Hygiene: Primarily reflects overall inflationary increases, including assumed 4
percent increases for energy costs; roughly 10 percent for pharmacy costs driven by
increased drug costs and higher utilization ($29 million); and additional costs resulting
from the Sex Offender Management and Treatment Act ($3 million).

State University: Primarily reflects funding for inflationary increases.

Children and Family Services. Growth isdriven by the exhaustion of prior-year Federal
revenues supporting development costs of the child welfare computer system ($5
million), the modernization of the child welfare computer system ($17 million), general
inflation ($3 million), and projected Office for Technology rate increases for services
provided to the agency ($1 million).
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Environmental Conservation: Primarily reflects non-recurring spending in the oil spill
compensation program.

Insurance: Reflects payments to be made to insurance companies in accordance with
Timothy’s Law.

Stem Cell Research: Growth is from additional funding for stem cell research which was
included in the 2007-08 Enacted Budget.

Recommended Savings

Software Bonding: Recommends bonding software development costs for
CONNECTIONS ($20 miillion), the Medicaid Management Information System ($10
million), the statewide Welfare Management System ($5 million), and the School Aid
Management System ($2 million).

Education: Reflects areduction in planned growth associated with the implementation of
SED accountability measures.

General Services: Proposas include shifting maintenance costs to capital ($3 million), a
planned reduction in energy consumption ($1 million) and replacing certain contractors
with State employees ($1 million).

Maximize Revenues. Reflects a projected increase in Federal revenues earned in various
OTDA programs which is used to lower General Fund costs, as well as the use of available
Federal funding to support the New Y ork Alert initiative.

Medical Parole: Establishes an expedited release process for inmates with terminal or
incapacitating illnesses, leading to savings in pharmaceutical costs and outside hospital
costs.

Auto Insurance Surcharge: Reflects an increase in the auto insurance surcharge from $5
to $10 in the portion of the fee used to support State Police highway and public safety
activities.

Higher Education Services Corporation (HESC) Student Default Fees:. HESC will
discontinue coverage of the 1 percent default fee. The savings will be used to offset TAP
expenses.

Efficiencies. Non-personal service spending efficiencies across nearly al State agencies
including Mental Hygiene ($19 million), DOCS ($13 million) and SUNY ($9 million) are
expected to generate savingsin energy, utilities, and travel costs.

New Initiatives

Economic Development: Increased funding for the “I Love New York” and international
trade programs, and funding for a new business marketing program.
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Public Health: Authorizes funding for the State to directly enroll individualsin Medicaid,
CHP and FHP.

Office of Medicaid Inspector General: Reflects investment in equipment, including data
mining tools and cardswipe terminals.

Cook/Chill Expansion: This proposa recommends increasing DOCS Cook-Chill food
production to provide county jails outside of NYC with food for their inmates. These
additional costs are expected to be offset by the revenue generated by the activity.

Help America Vote Act: Additional funding for the implementation of the Help America
Vote Act to ensure compliant voting machines are available in the State.

GENERAL STATE CHARGES

General State Charges account for General State Charges

the costs of fringe benefits provided to 2008-09 All Funds Spending - $5.6 billion
State employees and retirees of the

Executive, Legidative and Judicia Retiree Health

branches, and certain fixed costs paid S

by the State. Fringe benefit payments, Pensions

21%

many of which are mandated by statute

or collective bargaining agreements,

include employer contributions for

pensons, Socia Security, hedlth >
insurance, workers compensation and 4 3 Al oer
unemployment insurance. Fixed costs Employee 7

include State taxes paid to local Health Care
governments for certain State-owned 30% _ _
lands, and payments related to lawsuits Social Secury
against the State and its public officers.

7

4
&

i3

For most agencies, employee fringe benefit costs are paid centrally from appropriations
made to Genera State Charges. These centrally-paid fringe benefit costs represent the
majority of Genera State Charges spending. However, certain agencies, such as the
Judiciary and the State University of New York, directly pay all or a portion of ther
employees fringe benefit costs from their respective budgets. Employee fringe benefits
paid through the Genera State Charges account are paid from the General Fund in the first
instance and then partially reimbursed by revenue collected from fringe benefit assessments
on Federal funds and other specia revenue accounts. The funding source of fringe benefit
costs directly paid by certain agencies is dependent on the respective agencies' funding
sources. Fixed costs are paid in full by Genera Fund revenues from the General State
Charges account.
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General State Charges Spending Projections
(millions of dollars)

2007-08 Medicaid 2007-08 2008-09 Annual Percent

Revised Transparency* Adjusted Proposed Change Change
General Fund 4,487 (1,506) 2,981 3,136 155 5.2%
Other State Support 639 835 1,474 1,496 22 1.5%
State Operating Funds 5,126 (671) 4,455 4,632 177 4.0%
Federal Operating Funds 243 671 914 924 10 1.1%
Total All Funds 5,369 0 5,369 5,556 187 3.5%

* For detailed discussion please see the "Medicaid Transparency" discussion earlier.

All Funds spending on GSCs is expected to total $5.6 billion in 2008-09, and includes
health insurance spending for employees ($1.7 billion) and retirees ($1.0 billion), pensions
($1.2 billion) and Socia Security ($889 million). The annua changes are described in

more detail below.

General State Charges

Sources of Annual Spending Increase/(Decrease)

from 2007-08 to 2008-09

(millions of dollars)

Total State Capital Federal
Other State Operating Projects Operating Total All
General Fund Funds Funds Funds Funds Funds
2007-08 Revised Estimate 4,487 639 5,126 0 243 5,369
Medicaid Transparency Adjustment (1,506) 835 (671) 0 671 0
2007-08 Adjusted Estimate 2,981 1,474 4,455 0 914 5,369
Current Services: 281 20 301 0 9 310
Employee and Retiree Health Care 209 0 209 0 0 209
Pension Contribution 71 0 71 0 0 71
All Other 1 20 21 0 9 30
Recommended Savings: (126) 2 (124) 0 1 (123)
Audit Savings a7) 0 a7) 0 0 a7)
Pensions (24) 0 (24) 0 0 (24)
Health Dividends (50) 0 (50) 0 0 (50)
Waiver Savings (18) 0 (18) 0 0 (18)
All Other a7) 2 (15) 0 1 (14)
2008-09 Proposed 3,136 1,496 4,632 0 924 5,556
Annual Change 155 22 177 0 10 187

Current Services
Employee/Retiree Health Care:

retirees.

Spending for the State hedlth plan is projected to
increase by 5.0 percent in 2008-09, or by atotal of $209 million for active employees and
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Pension Contribution: Projected contributions to the New York State and Loca
Retirement Systems for fiscal year 2008-09 are based on estimated pension contribution
rates provided by the State Comptroller. Baseline projections from the Comptroller show
an employer pension contribution rate of 8.8 percent of payroll in 2008-09 compared to 9.7
percent in 2007-08. The increase of $71 million (6 percent) in 2008-2009 reflects large
reconciliation charges in 2008-09 associated with larger-than-expected salary growth in
2006-07.

All Other: General Fund spending increases in employee benefit programs are driven by
additional costs incurred as a result of planned workforce growth, primarily for Social
Security costs ($16 million) and increases for taxes on public lands ($12 million). These
increases are partially offset by higher escrow payments made by State agencies that reduce
General Fund spending ($21 million).

Recommended Savings

Audit Savings. The Executive Budget recommends an digibility audit to eliminate
ineligible dependents from receiving hedth insurance coverage from the State ($16
million), as well as increasing audit recoveries through the addition of five audit staff
($1 million).

Pensions. Savings are derived from accelerating the State’'s pension payment from
September 1, 2008 to May 1, 2008, resulting in interest savings.

Health Insurance Dividends. One-time use of hedth insurance dividends to pay for
health care spending in 2008-09.

Waiver Savings: Savings are expected from efforts to ensure al non-General Fund State
programs are paying their appropriate share of fringe benefit costs. In 2008-09,
approximately $18 million in savings will be realized from the cessation of certain fringe
benefit waivers which had previoudy been granted.

DEBT SERVICE

The State pays debt service on all outstanding State-supported bonds. These include
general obligation bonds, for which the State is congtitutionally obligated to pay debt
service, as well as bonds issued by State public authorities (i.e., Empire State Devel opment
Corporation (ESDC), the Dormitory Authority of the State of New York (DASNY), and
the Thruway Authority (TA) for which the State is contractually obligated to pay debt
service, subject to an appropriation. Depending on the credit structure, debt service is
financed through transfers from the General Fund, dedicated taxes and fees, and other
resources, such as patient income revenues.

For a more complete discussion on State debt levels, debt service costs and debt
management initiatives, please refer to the Five-Y ear Capital Program and Financing Plan.
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Debt Service Spending Projections
(millions of dollars)

2007-08 2008-09 Annual Percent

Revised Proposed Change Change
General Fund 1,557 1,692 135 8.7%
Other State Support 2,735 2,936 201 7.3%
State Operating Funds 4,292 4,628 336 7.8%
Capital Projects Funds 0 0 0 0.0%
Total All Funds 4,292 4,628 336 7.8%

All Funds debt service is projected at $4.6 billion in 2008-09, of which $1.7 hillion is
paid from the General Fund through transfers and $2.9 billion from other State funds. Debt
service is paid on revenue credits supported by dedicated taxes and fees and patient
income, including Persona Income Tax Revenue bonds, Dedicated Highway and Bridge
Trust Fund bonds and Mental Health facilities bonds, as well as service contract bonds that
are secured mainly by the General Fund.

Debt Service
Sources of Annual Spending Increase/(Decrease)
from 2007-08 to 2008-09
(millions of dollars)

Total State Capital
General Other State Operating Projects Total
Fund Funds Funds Funds All Funds
2007-08 Revised Estimates 1,557 2,735 4,292 0 4,292
Current Services: 135 232 367 0 367
Recommended Savings: 0 (31) (31) 0 (31)
2008-09 Proposed 1,692 2,936 4,628 0 4,628
Annual Change 135 201 336 0 336

Current Services

Underlying Growth: Primarily reflects increases in debt service costs to support ongoing
capital spending. Theincreased spending is for education purposes ($158 million, of which
$68 million is for EXCEL), transportation ($112 million), health and mental hygiene ($65
million), and economic development and housing ($63 million), as offset by dightly
reduced spending for State facilities and equipment ($18 million) and the $250 million
Debt Reduction Reserve Fund spending in 2007-08. In addition, spending for SUNY
educational facilities and the Local Government Assistance Corporation (LGAC) increased
by $222 million due to the timing of debt service payments made during 2006-07. Variable
interest rates are projected at 3.15 percent for 2008-09, dightly lower than 2007-08 levels
of 3.55 percent.

The State continues to implement measures to reduce growth in debt service costs, such

as using highly rated personal income tax revenue bonds (in lieu of more costly service
contract bonds) to finance avariety of capital programs.
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Recommended Savings

Reflects $31 million in savings from a variety of debt management actions, including
continuing increased competitive processes for bond sales, maximizing savings
opportunities through consolidated service contract refunding structures and more flexible
persona income tax new money structures, and — if market conditions become more
favorable — further diversifying the State's debt portfolio with variable rate obligations and
interest rate exchange agreements. The State will also continue to use less costly AAA-
rated (by Standard and Poor’ s) personal income tax bonds to reduce borrowing costs.

New Initiatives

A number of new capita initiatives are proposed to be bond-financed with the
Executive Budget. These include increased capital programs for SUNY and CUNY ($2.9
billion), over $1 hillion for various economic development initiatives and capital
enhancements at State parks, $75 million of bond-digible capita spending from the
Environmental Protection Fund (EPF), and $65 million of software development costs.

The newly recommended bond-financed capital programs are expected to have a
minimal impact on 2008-09 debt service spending, although they will produce higher costs
in later years. The recommended additions are explained in detail in the Five-Y ear Capita
Program and Financing Plan.

CAPITAL PROJECTS

The following section briefly summarizes activity in Capital Projects Funds. A
complete explanation of the State’s capital programs is contained in the Five-Y ear Capital
Program and Financing Plan.

Capital Projects account for spending across all functional areas to finance costs related
to the acquisition, construction, repair or renovation of fixed assets. Spending from
appropriations made from over 30 capital projects funds are financed from four sources:
annual State taxes or dedicated miscellaneous receipts, grants from the Federa
government, the proceeds of notes or bonds issued pursuant to General Obligation Bond
Acts which are approved by the State voters, and the proceeds of notes or bonds issued by
public authorities pursuant to legal authorization for State capital spending.

Capital Projects Spending Projections
(millions of dollars)

2007-08 2008-09 Annual Percent

Revised Proposed Change Change
General Fund 93 366 272 291.7%
Other State Support 4,666 5,589 923 19.8%
State Funds 4,759 5,955 1,195 25.1%
Federal Funds 1,885 1,973 87 4.6%
All Funds 6,645 7,927 1,282 19.3%
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All Funds capital spending is projected at $6.6 billion in 2007-08 and $7.9 billion in
2008-09. In fiscal year 2008-09, transportation spending, primarily for improvements and
maintenance to the State’ s highways and bridges, continues to account for the largest share
(51 percent) of this total. The balance of projected spending will support capital
investments in the areas of economic development and government oversight (12 percent),
education (10 percent), mental hygiene and public protection (9 percent), and parks and the
environment (8 percent). The remainder of projected capital projects spending will be
spread across health and social welfare, general government and other areas (10 percent).

Capital Projects
Sources of Annual Spending Increase/(Decrease)
(millions of dollars)
All
General Fund State Funds Federal Funds Funds
Current Services: 271 567 87 925
Transportation 118 119 106 343
Economic Development 112 88 0 200
Higher Education/Education 0 94 0 94
All Other Reestimates 41 266 (29) 288
Recommended Savings: (3) 0 0 3)
All Agencies 3) 0 0 3)
New Initiatives: 4 356 0 360
Economic Development 0 90 0 90
Environment 0 75 0 75
Transportation 0 74 0 74
Higher Education/Education 4 55 0 59
All Other Additions 0 62 0 62
Annual Change 272 923 87 1,282

Current Services

The projected $200 million spending increase for economic development reflects the
cumulative impacts of initiatives begun over the previous several years. They include
projects at State University facilities and its Research Foundation and private universities;
various local projects across the State; cultural facilities needs, and energy-related projects.
The $343 million increase for transportation reflects spending for ongoing commitments,
including $106 million in Federa grants and $181 million for spending from the 2005
Rebuild and Renew New York Genera Obligation Bond Act, as those projects begin to
spend more fully. The $403 million increase for other spending is spread across all other
program areas, including $163 million for mental hygiene and public protection projects,
$86 million for higher education projects, and $90 million for DOH projects (primarily
HEAL-NY).
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Recommended Savings

Approximately $3 million has been identified as savings for shifting environmental
spending to bond financing.

New Initiatives

Please see the Capital Program and Financing Plan for a complete discussion of Capital
investments recommended in the Executive Budget.

OTHER FINANCING SOURCES/(USES)

Every year, the State authorizes the transfer of resources among funds and accounts. A
complete schedule of proposed transfers is contained in “Financial Plan Tables’ herein.
The following summarizes the most significant transfer activity.

Other Financing Sources/(Uses)
Summary of Significant 2008-09 Transfers
(millions of dollars)

Fund Type
Special Capital Debt
General Revenue Projects Service
Revenue Bond Tax Fund (PIT) 8,769 (8,769)
LGAC Fund (Sales Tax) 2,314 (2,314)
CWI/CAFund (Real Estate Transfer Tax) 615 (615)
Fund Sweeps 694 (487) (207)
Federal Share of Medicaid payments to patients (2,904)
Receipts in excess of debt obligations (3,126)
HEAL-NY program funding (161)
Dedicated Highway and Bridge Funding (967)
All Other (206) (39) (28)
Other Financing Sources 12,392 (3,758) (1,213) (14,852)
General Debt Service (1,692) 1,692
Pay-as-you-go capital projects Funding (247) 247
Payments to Patients in State-operated facilities a74) 127 47
Court Facilities Incentive Aid (110) 110
SUNY Hospital Funding (149) 149
Judiciary Funding (90) 90
Banking Services (63)
Stem Cell Research (50) 50
Federal Share of Medicaid payments to patients 2,904
Dedicated Highway and Bridge Funding (119) 119 967
Receipts in excess of debt obligations 3,126
HEAL-NY program funding 161
All Other (189) 202 80 154
Other Financing Uses (2,883) 3,854 607 5,764

The most significant General Fund transfers to other funds in 2008-09 include transfers
for genera debt service ($1.7 billion) and capital projects ($366 million, including $247
million for pay-as-you-go projects and a $119 million subsidy to the Dedicated Highway
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and Bridge Trust Fund). Judiciary funding includes moneys transferred to the Court
Facilities Incentive Aid Fund, New York City County Clerks Fund, and Judiciary Data
Processing Fund ($90 million). Also included in General Fund transfers to other funds are
transfers representing payments for patients residing in State-operated Health, Mental
Hygiene and State University facilities ($174 million), and SUNY hospita subsidy
payments ($149 million).

In Special Revenue Funds, transfers to other funds include transfers to the Debt Service
Funds representing the Federal share of Medicaid payments for patients residing in State-
operated Hedth and Mental Hygiene facilities and community homes, and patients at
SUNY hospitals ($2.9 hillion), a transfer from HCRA to the Capital Projects Fund to
finance anticipated non-bondable spending for HEAL-NY ($161 million) and transfer of
moneys from several Special Revenue accounts in excess of spending requirements ($486
million).

Capital Projects funds transfers include transfers to the General Debt Service Fund
from the Dedicated Highway and Bridge Trust Fund ($967 million), the Hazardous Waste
Remedia Fund ($27 million), and the Environmental Protection Fund ($175 million).

Debt Service Fund transfers to the General Fund include tax receipts in excess of debt
service requirements for general obligation, LGAC and personal income tax revenue bonds
($11.7 billion). Transfers to Specia Revenue Funds represent receipts in excess of
lease/purchase obligations that are used to finance a portion of the operating expenses for
the DOH, Mental Hygiene, and SUNY ($3.1 billion).

All Funds transfers from other funds in 2008-09 are projected to total $22.6 billion,
comprised of $12.4 billion in the General Fund, $7.1 billion in Other State Funds, $2.6
billion in Federa Operating Funds, and $607 million in Capital Projects Funds, an increase
of $795 million over 2007-08. All Funds transfers to other funds in 2008-09 are projected
to total $22.7 hillion, comprised of $2.9 billion in the General Fund, $15.6 billion in other
State Funds, $3.0 hillion in Federal Funds, and $1.2 billion in Capital Projects Funds, an
increase of $851 million over 2007-08. The annual changes are described in more detail
below.

General Fund
Other Financing Sources/(Uses)
(millions of dollars)

2007-08 2008-09 Annual Percent

Revised Proposed Change Change

Transfers From Other Funds 12,086 12,392 306 2.5%
Revenue Bond Tax Fund (PIT) 8,441 8,769 328 3.9%
LGAC Fund (Sales Tax) 2,305 2,314 9 0.4%
CWI/CAFund (Real Estate Transfer Tax) 667 615 (52) -7.8%
All Other 673 694 21 3.1%
Transfers to Other Funds (2,757) (2,883) (126) 4.6%
Debt Service (1,557) (1,692) (135) 8.7%
Capital Projects (93) (366) (273) 293.5%
All Other (1,107) (825) 282 -25.5%
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Genera Fund transfers from other funds are expected to total $12.4 billion in 2008-09,
an increase of $306 million from 2007-08. Portions of persona income tax, sales tax, and
the rea estate transfer tax are pledged to pay debt service on State persona income tax
bonds, LGAC bonds, and General Obligation bonds. Tax receipts in excess of debt service
requirements are transferred to the General Fund. Annua growth in these dedicated tax
receipts ($580 million) is partially offset by an increase in debt service costs ($295 million).

All other Genera Fund transfers are projected to total $694 million in 2008-09, an
increase of $21 million, primarily as a result of an increase in the sweep of excess EPF
fund balances ($155 million) offset by a reduction in transfers from the Tribal State
Compact Revenue account ($36 million) and non-recurring fund sweeps from severa
special revenue accounts that were included in the 2007-08 Enacted Budget. Transfers
from the Tribal State Compact account in 2007-08 reflect payments owed to the State
from the Seneca Indian Nation from prior years. It is projected that these moneys will be
received in 2007-08 and transfersin 2008-09 will return to normal levels.

Genera Fund transfers to other funds for debt service increased by $135 million from
2007-08, reflecting increases in debt service costs after accelerations of 2007-08
payments into 2006-07. Transfers to support capital projects are projected to increase by
$273 million, mainly for potential transfers to the Dedicated Highway and Bridge Trust
Fund aimed at reducing fund gaps ($119 million) and the conclusion of reconciling
reimbursements for economic development projects in 2007-08 as the result of
anticipated 2006-07 bond sales that were delayed by the absence of timely Public
Authority Control Board approvals ($112 million). The annua decline of $282 millionin
other funds transfers is largely due to non-recurring transfers from the General Fund to the
VLT account to support School Aid ($119 million) and to the Debt Reduction Reserve
Fund to defease debt and reduce long-term costs ($250 million). These decreases are
partially offset by increases in other transfers increased support for stem cell research
($35 million), and increased State subsidy paymentsto SUNY hospitals ($21 million).

Annua growth in Non-General Funds transfers is driven by an increase in the transfer
from HCRA directly to the Capital Projects Fund to finance anticipated non-bondable
spending for HEAL-NY ($52 million), an increase in transfers from Special Revenue
Funds to Debt Service Funds for the Federal share of Medicaid payments for patients
residing in State-operated Mental Hygiene facilities ($105 million) and higher than
anticipated transfers from the Dedicated Highway and Bridge Trust Fund to the General
Debt Service Fund due to increased debt service costs for State and local transportation
programs ($106 million).
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GENERAL FUND FINANCIAL PLAN

OUT-YEAR PROJECTIONS
(2009-10 THROUGH 2011-12)

CURRENT SERVICES GAPS

The current services gaps, which form the starting point for developing the Executive
Budget projections, are calculated at $6.2 billion in 2009-10, $7.7 billion in 2010-11, and
$9.5 billion in 2011-12. Since the Mid-Y ear Update, DOB has revised its current services
forecasts for receipts and disbursements for 2009-10 and 2010-11 and calculated an
estimate of the 2011-12 gap.

EXECUTIVE BUDGET IMPACT ON THE OUT-YEAR GAPS

The recommendations set forth in the Budget result in a balanced General Fund
Financia Plan in 2008-09 and reduce projected out-year budget gaps to $3.3 billion in
2009-10, $5.7 billion in 2010-11, and $6.8 billion in 2011-12. The projections assume that
the Legidature will enact the 2008-09 Executive Budget recommendations in their entirety.

The following tables summarize the impact of the 2008-09 Budget recommendations
on the 2009-10 through 2011-12 budget gaps, as well as the annual changes in projected
receipts, disbursements, and the use of reserves.

General Fund Budget-Balancing Plan: 2008-09 Executive Budget
(millions of dollars)

2008-09 2009-10 2010-11 2011-12

Current Services Gaps (4,422) (6,154) (7,697) (9,454)
Savings Plan: 4,838 3,741 3,507 4,071
Savings Actions 2,253 2,495 2,274 2,832
Revenue Initiatives 1,109 1,267 1,254 1,260
Non-recurring Actions 1,139 (21) (21) (21)

Use of Reserves for Labor Settlements 337 0 0 0

New Initiatives: (416) (874) (1,497) (1,438)
Executive Budget Gaps 0 (3,287) (5,687) (6,821)

After recommendations, General Fund spending is projected to grow at an average
annual rate of 8.0 percent. The spending is driven by School Aid investments, rising costs
for education, public health care, the State-financed cap on loca Medicaid spending,
employee and retiree health benefits, local government aid and child welfare programs, and
the recommended initiatives for health care and human services cost-of-living-adj ustment.
Over the same period, General Fund receipts are estimated to grow at approximately 5
percent a year, consistent with the DOB’s forecast of moderating economic growth. The
following table summarizes the General Fund projections by mgjor tax and Financial Plan

category.
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General Fund Executive Budget Forecast
(millions of dollars)

2008-09 2009-10 2010-11 2010-12
Receipts
Taxes 41,671 43,951 45,940 48,651
Personal Income Tax 24,391 25,897 27,415 29,315
User Taxes and Fees 8,832 8,913 9,251 9,620
Business Taxes 7,254 7,816 7,866 8,218
Other Taxes 1,194 1,325 1,408 1,498
Miscellaneous Receipts 2,238 2,186 2,261 2,060
Federal Grants 11 0 0 0
Transfers from Other Funds 12,392 12,587 13,142 13,816
PIT in Excess of Revenue Bond Debt Service 8,769 9,199 9,647 10,154
Sales Tax in Excess of LGAC Debt Service 2,314 2,331 2,436 2,556
Real Estate Taxes in Excess of CW/CA Debt Service 615 596 599 608
All Other 694 461 460 498
Total Receipts 56,342 58,724 61,343 64,527
Disbursements
Grants to Local Governments 41,860 45,919 49,833 53,013
State Operations 8,863 9,236 9,780 10,046
General State Charges 3,136 3,806 4,087 4,386
Transfers to Other Funds 2,883 3,112 3,481 3,982
Debt Service 1,692 1,680 1,706 1,673
Capital Projects 366 574 930 997
Other Purposes 825 858 845 1,312
Total Disbursements 56,742 62,073 67,181 71,427
Change in Reserves
Prior Year Reserves (337) 0 0 0
Community Projects Fund (63) (62) (151) (79)
Deposit to/(Use of) Reserves (400) (62) (152) (79)
Revised Budget Surplus/(Gap) Estimate 0 (3,287) (5,687) (6,821)

In evauating the State's out-year operating forecast, it should be noted that the
reliability of the estimates as a predictor of the State's future fiscal condition is likely to
diminish as one moves further from the current year and budget year estimates.
Accordingly, the 2008-09 forecast is perhaps the most relevant from a planning
perspective, since any gap in that year must be closed with the next budget and the
variability of the estimates is likely to be less than in later years. The State will provide
quarterly revisionsto its multi-year estimates.

The following chart provides a “ zero-based” look at the causes of the 2009-10 General
Fund budget gap, followed by a brief summary of the assumptions behind the projections.
For a detailed explanation of the assumptions underlying the out-year revenue and
spending projections, see “Out-year General Fund Receipt Projections’ and “Out-year
General Fund Disbursement Projections’ later in this Financial Plan.
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2009-10 General Fund Annual Change
Savings/(Costs)
(millions of dollars)

2009-10

RECEIPTS 2,382
Constant Law Growth 3,394
Change in STAR Deposits (710)
Change in Debt Service (RBTF/LGAC/CWCA) (302)
DISBURSEMENTS (5,331)
Local Assistance (4,059)
Medicaid (incl. admin) (1,488)
Program Growth/Other (1,229)
Medicaid Cap/Family Health Plus Takeover (259)
School Aid (2,793)
Other Education Aid (132)
Children and Family Services (133)
Local Government Aid (239)
All Other Local Assistance (274)
State Operations (373)
Personal Service (246)
Non-personal Service (127)
General State Charges (670)
Health Insurance (228)
Pensions (72)
All Other (371)
Transfers to Other Funds (229)
Change in Reserves Used for Operations (338)
"CURRENT SERVICES" BUDGET GAP FOR 2009-10 (3,287)

The forecast for 2009-10 is based on assumptions of economic performance, revenue
collections, spending patterns, and projections for the current services costs of program
activities, and assumes enactment of the Executive Budget in its entirety. DOB believes
the estimates of annual change in revenues and spending that create the 2009-10 current
services gap forecast are based on reasonable assumptions and methodologies. Significant
assumptions that affect the forecast include:

e The Executive Budget will be enacted without modification. The estimates
assume that any legidative changes to the 2008-09 Executive Budget would be
matched with a corresponding amount of recurring resources.

e Economic growth will continue during the forecast period. DOB’s forecast
cals for moderate expansion in the economy. The momentum of the State's
expansion appears to have peaked in 2005, and the forecast calls for positive, but
below average, growth through calendar year 2008 and a return to trend growth in
the out-years.
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Revenues, adjusting for tax law changes, will grow in the range of 5.2 percent
to 6.1 percent annually. The growth rate is consistent with DOB’ s forecast for the
economy but, as in any year, is subject to significant volatility. Changes in the
economic growth rate, Federal law, and taxpayer behavior all have a significant
influence on receipts collections.

The Federal government will not make substantive funding changes to major
aid programs or make substantive regulatory changes that adversely affect the State.

The projections do not include any extra costs for unsettled labor settlements.
The Financial Plan projections do not include spending for unions that have not yet
reached tentative labor settlements with the State.  These include unions
representing uniformed officers and the Public Employees Federation. DOB
estimates that if all the unsettled unions were to agree to the same terms that have
been ratified by the Civil Service Employees Association, it would result in added
costs of $144 million in 2007-08, $303 million in 2008-09, $444 million in 2009-
10, and $636 million in 2010-11. Financia Plan reserves set aside for this purpose
are sufficient to cover al but $183 million of these costs through 2009-10.

The projections do not assume the use of one-time resources. In atypical year,
however, the Financial Plan usually includes some such resources.

Changes to these or other assumptions have the potential to materialy alter the size of
the budget gaps for 2009-10 and beyond.

OUT-YEAR GENERAL FUND RECEIPTS PROJECTIONS

General Fund Receipts Projections
(millions of dollars)

Annual $ Annual $ Annual $
2008-09 2009-10 Change 2010-11 Change 2011-12 Change
Receipts

Personal Income Tax 24,391 25,897 1,506 27,415 1,518 29,315 1,900
User Taxes and Fees 8,832 8,913 81 9,251 338 9,620 369
Business Taxes 7,254 7,816 562 7,866 50 8,218 352
Other Taxes 1,194 1,325 131 1,408 83 1,498 90
Miscellaneous Receipts 2,238 2,186 (52) 2,261 75 2,060 (201)
Federal Grants 41 0 (41) 0 0 0 0
Transfers from Other Funds 12,392 12,587 195 13,142 555 13,816 674
PIT in Excess of Revenue Bond Debt Service 8,769 9,199 430 9,647 448 10,154 507
Sales Tax in Excess of LGAC Debt Service 2,314 2,331 17 2,436 105 2,556 120
Real Estate Taxes in Excess of CW/CA Debt Service 615 596 (19) 599 3 608 9

All Other 694 461 (233) 460 (1) 498 38
Total Receipts 56,342 58,724 2,382 61,343 2,619 64,527 3,184

Fiscal Years 2009-10, 2010-11 and 2011-12 Overview

Overal, tax receipts growth in the three fiscal years following 2008-09 is expected to

remain in the range of 4.8 to 6.0 percent. Thisis consistent with a projected return to trend
economic growth in the U.S. and New Y ork economies in the second half of 2008. Receipt
growth is supported by proposals contained with this Budget that eliminate unintended tax
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loopholes, reform and simplify the Tax Law, and supplement Department of Taxation and
Finance efforts to find non-compliant and fraudulent taxpayers. These factors are expected
to continue to enhance expected receipt growth through 2011-12.

e Total Genera Fund receipts are projected to reach nearly $59 billion in 2009-10,
over $61 billion in 2010-11 and nearly $65 billion in 2011-12.

e Total State Funds receipts are projected to be approximately $85 billion in 2009-10,
over $88 billion in 2010-11 and nearly $92 billion in 2011-12.

e Tota All Funds receipts in 2009-10 are projected to reach over $128 hillion, an
increase of $5.0 billion, or 4.1 percent from 2008-09 estimates. All Funds receipts
in 2010-11 are expected to increase by nearly $5.1 billion (4.0 percent) over the
prior year. In 2011-12, receipts are expected to increase by nearly $5.0 billion (3.7
percent) over 2010-11 projections.

e All Funds tax receipts are expected to increase by 6.0 percent in 2009-10, 4.8
percent in 2010-11 and 5.5 percent in 2011-12. Again, the growth pattern is
consistent with an economic forecast of continued, but slower, economic growth.
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OUT-YEAR GENERAL FUND DISBURSEMENT PROJECTIONS

DOB forecasts General Fund spending of $62.1 billion in 2009-10, an increase of $5.3
billion (9.4 percent) over recommended 2008-09 levels. Growth in 2010-11 is projected at
$5.1 billion (8.2 percent) and in 2011-12 at $4.2 hillion (6.4 percent). The growth levels
are based on current services projections, as modified by the recommendations contained in
the 2008-09 Executive Budget. They do not incorporate any estimate of potential new
actions to control spending, that would likely result from the constitutional requirement for
the Governor to submit balanced budgets annually. The main sources of annual spending
growth for 2009-10, 2010-11, and 2011-12 are itemized in the table below.

Out-year Disbursement Projections - General Fund
(millions of dollars)

Annual $ Annual $ Annual $

2008-09 2009-10 Change 2010-11 Change 2011-12 Change

Grants to Local Governments: 41,860 45,919 4,059 49,833 3,914 53,013 3,180
School Aid 17,441 19,234 1,793 21,273 2,039 22,789 1,516
Medicaid (including administration) 11,785 13,014 1,229 13,872 858 14,765 893
Medicaid: Takeover Initiatives 939 1,198 259 1,539 341 1,920 381
Mental Hygiene 2,057 2,115 58 2,320 205 2,496 176
Children and Family Services 1,760 1,893 133 2,065 172 2,213 148
Local Government Assistance 1,137 1,376 239 1,440 64 1,410 (30)
Higher Education 2,470 2,540 70 2,602 62 2,623 21
Public Health 644 747 103 796 49 817 21
Other Education Aid 1,702 1,834 132 1,936 102 2,043 107
Temporary and Disability Assistance 1,167 1,240 73 1,240 0 1,242 2
Transportation 105 105 0 105 0 105 0
All Other 653 623 (30) 645 22 590 (55)
State Operations: 8,863 9,236 373 9,780 544 10,046 266
Personal Service 6,434 6,680 246 7,114 434 7,293 179
Non-Personal Service 2,429 2,556 127 2,666 110 2,753 87
General State Charges 3,136 3,806 670 4,087 281 4,386 299
Pensions 1,216 1,287 71 1,285 ) 1,342 57
Health Insurance (Active Employees) 1,652 1,790 138 1,950 160 2,127 177
Health Insurance (Retired Employees) 1,039 1,129 90 1,233 104 1,347 114
Medicaid Adjustment (1,506) (1,136) 370 (1,135) 1 (1,207) (72)
All Other 735 736 1 754 18 777 23
Transfers to Other Funds: 2,883 3,112 229 3,481 369 3,982 501
Debt Service 1,692 1,680 (12) 1,706 26 1,673 (33)
Capital Projects 366 574 208 930 356 997 67
All Other 825 858 33 845 (13) 1,312 467
TOTAL DISBURSEMENTS 56,742 62,073 5,331 67,181 5,108 71,427 4,246

Grants to Local Governments

Annua growth in local assistance is driven primarily by School Aid, Medicaid, local
government assistance, other education aid and children and family services. The
following table summarizes some of the factors that affect the local assistance projections
over the Financial Plan period.
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Forecast for Selected Program Measures Affecting Local Assistance

(millions of dollars, where applicable)

Actual Forecast
2006-07 2007-08 2008-09 2009-10 2010-11 2011-12

Medicaid

Medicaid Enrollment 3,608,075 3,681,311 3,665,541 3,746,047 3,994,438 4,149,548

Family Health Plus Enroliment 514,058 525,596 545,996 563,084 605,390 605,390

Child Health Plus Enrollment 388,187 396,375 460,614 494,112 499,053 504,043

Medicaid Inflation 2.4% 2.0% 2.9% 3.0% 3.0% 3.0%

Medicaid Utilization 1.1% -3.3% 1.6% 3.3% 3.7% 4.0%

State Takeover of County/NYC Costs (Total) $622 $677 $939 $1,198 $1,539 $1,920

- Family Health Plus $424 $442 $453 $467 $484 $484

- Medicaid* $198 $235 $486 $731 $1,055 $1,436
Education

School Aid (School Year) $17,800 $19,600 $21,000 $23,100 $25,600 $27,200

K-12 Enroliment 2,783,153 2,758,856 2,758,856 2,758,856 2,758,856 2,758,856

Public Higher Education Enrollment (FTEs) 499,082 512,362 518,431 525,408 529,133 528,780

TAP Recipients 320,930 312,779 309,436 310,936 312,686 314,861
Welfare

Family Assistance Caseload 402,348 348,901 339,686 344,328 331,340 329,517

Single Adult/No Children Caseload 158,513 158,576 166,597 172,876 179,708 186,053
Mental Hygiene

Mental Hygiene Community Beds 81,737 85,058 87,731 90,520 92,614 95,332

Medicaid

General Fund spending for Medicaid is expected to grow by $1.5 billion in 2009-10,

$1.1 billion in 2010-11, and another $1.3 billion in 2011-12.

Medicaid growth results, in part, from the combination of projected increases in
recipients, service utilization, and medical care cost inflation that impact nearly all
categories of service (i.e., hospitals, nursing homes, etc.). The State cap on local
Medicaid costs and takeover of local FHP costs, which are included in base categories of
service, are projected to increase spending by $262 million in 2008-09, $259 million in
2009-10, and $341 million in 2010-11. In 2009-10, an extra weekly payment to
providers adds $300 million in base spending across all categories of service. The
remaining growth is primarily attributed to the available resources in other State Funds
which are used to lower General Fund costs, including certain nursing home delinquent
payor assessment collections in 2007-08 that are not expected to recur in 2008-09, and
lower levels of HCRA financing beginning in 2008-09.

The average number of Medicaid recipients is expected to grow to 3.7 million in
2008-09, an increase of 2.4 percent from the estimated 2007-08 caseload of more than 3.6
million. FHP enrollment is estimated to grow to approximately 546,000 individuals in
2008-09, an increase of 3.8 percent over projected 2007-08 enrollment of almost 526,000
individuals.
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School Aid

Multi-Year School Aid Projection -- School-Year Basis
(millions of dollars)

Annual $ Annual $ Annual $ Annual $

2007-08 2008-09 Change 2009-10 Change 2010-11 Change 2011-12 Change

13,644 14,543 899 16,000 1,457 17,900 1,900 18,800 900

Universal Pre-kindergarten 373 452 79 542 90 632 90 657 25
100 100 0 100 0 100 0 100 0

Supplemental Public Excess Cost 20 0 (20) 0 0 0 0 0 0
New York City Academic Achievement Grant 89 179 90 179 0 179 0 179 0
EXCEL Building Aid 70 135 65 179 44 191 12 191 0

Expense-Based Aids (Building, Transportation,

High Costand Private Excess Cost, BOCES) 4,634 4,961 327 5,400 439 5,800 400 6,300 500
Other Aid Categories/Initiatives 628 645 17 700 55 798 98 973 175
Total School Aid 19,558 21,015 1,457 23,100 2,085 25,600 2,500 27,200 1,600
Cumulative Increase since 2006-07 1,723 3,180 5,265 7,765 9,365

On a school-year basis, School Aid is projected at $23.1 billion in 2009-10, $25.6
billion in 2010-11, and $27.2 billion in 2011-12. On a State fiscal-year basis, Genera Fund
School Aid spending is projected to grow by $1.8 billion in 2009-10, $2.0 billion in
2010-11, and $1.5 billion in 2011-12. Outside the Genera Fund, revenues from core
lottery sales are projected to increase by $161 million in 2009-10, $74 million in 2010-11,
and $108 million in 2011-12 (totaling $2.5 billion in 2011-12). Revenues from VLTs are
projected to total $764 million in 2008-09, then decrease by $120 million in 2009-10
following the expected one-time receipt of $250 million in revenues during 2008-09 for the
sale of development rights. They are then projected to increase by $243 million in 2010-11
and $229 million in 2011-12. VLTs are expected to total $1.1 billion in 2011-12. The
VLT estimates assume the start of operations at Aqueduct in 2009-10 and Belmont in
2010-11.

Projected School Aid increases are primarily due to increases in Foundation Aid;
Universal Pre-kindergarten expansion; and increases in expense-based aids such as
building aid and transportation aid.

Mental Hygiene

Menta Hygiene spending is projected at $2.1 hillion in 2009-10, $2.3 hillion in
2010-11, and $2.5 hillion in 2011-12. Sources of growth include: increases in the
projected State share of Medicaid costs; cost-of-living increases, including a proposed
three-year extension of the human services COLA; and projected expansions of the various
menta hygiene service systems including the OMH’s children’s services; increases in the
NY S-CARES program and in the development of children’s beds in OMRDD to bring
children back from out-of-state placements; the NY/NY 111 Supportive Housing agreement
and community bed expansion in OMH; and several new chemical dependence treatment
and prevention initiativesin OASAS.
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Children and Family Services

Children and Family Services local assistance spending is projected to grow by $133
million in 2009-10, $172 million in 2010-11 and $148 million in 2011-12. The increases
are driven primarily by expected growth inlocal child welfare claims, the implementation
of the OCFS Medicaid waiver, and cost-of-living increases for human services providers
through 2011-12.

Temporary and Disability Assistance

Spending is projected at $1.2 billion in 2009-10, an increase of $73 million from
2008-09, and is expected at the same level through 2011-12. Although public assistance
caseload is projected to increase marginaly between 2009-10 and 2011-12, this spending
is countered by an increase in Federal offsets, which decrease the level of General Fund
resources needed.

Other Local Assistance

All other local assistance programs total $4.7 billion in 2009-10, an increase of $444
million over 2008-09 levels. This growth in spending primarily reflects increases in local
government assistance including a full restoration of unrestricted aid to New York City
(%164 million), and additional AIM funding ($75 million), various public health program
costs, and other education aid.

State Operations

Forecast of Selected Program Measures Affecting State Operations

Actual Forecast
2006-07 2007-08 2008-09 2009-10 2010-11 2011-12
State Operations
Prison Population (Corrections) 63,577 62,800 62,200 61,800 61,600 61,400
Negotiated Salary Increases ¥ 3.0% 3.0% 3.0% 3.0% 4.0% 0.0%
Personal Service Inflation 0.8% 1.0% 1.0% 1.0% 1.0% 1.0%
State Workforce 195,526 199,424 201,270 202,388 202,388 202,388

(1) Negotiated salary increases reflect recent labor settlements included in the Financial Plan estimates

State Operations spending is expected to total $9.2 billion in 2009-10, an annual
increase of $373 million (4.2 percent). In 2010-11, spending is projected to grow by
another $544 million (5.9 percent) to a total of $9.8 billion, followed by another $266
million (2.7 percent) for atotal of $10.0 billion in 2011-12. The personal service portion
of these increases reflects the impact of the settled labor contracts; salary adjustments for
performance advances, longevity payments and promotions; and increased staffing levels,
primarily in the Judiciary and Mental Hygiene. Inflationary increases for non-personal
service costs result in higher spending in all years. Additional growth is driven by
spending for ongoing initiatives, including the civil commitment program for sexual
offenders, and medical and pharmacy costs in the areas of mental hygiene and
corrections.

The agencies experiencing the most significant personal service and non-personal
service growth are depicted in the charts below, followed by brief descriptions.
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Personal Service

General Fund - Personal Service
(millions of dollars)
Annual $ Annual $ Annual $
2008-09 2009-10 Change 2010-11 Change 2011-12 Change
Total 6,434 6,680 246 7,114 434 7,293 179
Collective Bargaining 336 510 174 756 246 756 0
Correctional Services 1,804 1,821 17 1,847 26 1,866 19
Judiciary 1,498 1511 13 1,640 129 1,777 137
Environmental Conservation 99 107 8 107 0 107 0
All Other 2,697 2,731 34 2,764 33 2,787 23

Collective Bargaining: Reflects the impact of settled labor negotiations which
provide a 3 percent salary increase each year beginning in 2007-08 and a 4 percent
increase in the fina year (2010-11). The settled unions represent roughly one-half
of total costs.

Correctional Services. Growth is attributable primarily to the Sex Offender
Management and Treatment Act and the restricted use of specia housing units for
mentally ill inmates, which are expected to result in an increased need for
correction officers, thus driving higher workforce levels and costs.

Judiciary: Reflects Office of Court Administration (OCA) projections for non-
judicial OCA employees, as well as the annualization of prior-year Judiciary
actions, including increasing the number of full-time judges and adding Court of
Claims and Family Judges.

Environmental Conservation:  Out-year General Fund personal service
increases stem from the continued impact of the Administrative Law Enforcement
Settlement (ALES) and out-year impacts of 2008-09 Executive Budget
recommendations.

Non-Personal Service

General Fund - Non-Personal Service
(millions of dollars)
Annual $ Annual $ Annual $

2008-09 2009-10 Change 20010-11 Change 2011-12 Change

Total 2,429 2,556 127 2,666 110 2,753 87
Correctional Services 627 660 33 698 38 741 43
State Police 56 78 22 77 (1) 77 0
Public Health 127 146 19 165 19 169 4
Temporary and Disability Assistance 37 55 18 56 1 59 3
State University 443 453 10 471 18 491 20
All Other 1,139 1,164 25 1,199 35 1,216 17

Correctional Services. Growth is primarily driven by the escalating costs of
food, fuel, utilities, and providing health care services and prescription drugs to
inmates.
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e State Police: Spending growth reflects costs previously supported by cellular
surcharge revenues in other State funds that will be supported by General Fund

revenues in 2009-10.

e Public Health: Growth is largely driven by the annualization in the Executive
Budget recommendation providing funding for the State to directly enroll

individuals into Medicaid, Child Health Plus and Family Health Plus.

e Temporary and Disability Assistance: Spending will increase in 2009-10 as
one-time actions, including Federa revenue maximization and bonding of

software development costs, do not recur.

e State University: Primarily reflects funding for inflationary increases in non-

personal service at SUNY.

GENERAL STATE CHARGES

Forecast of Selected Program Measures Affecting General State Charges

Actual Forecast
2006-07 2007-08 2008-09 2009-10 2010-11 2011-12
General State Charges
Pension Contribution Rate as % of Salary 10.2% 9.7% 8.8% 9.0% 9.0% 9.3%
Employee/Retiree Health Insurance Growth Rates 10.3% 5.5% 5.5% 9.5% 9.5% 9.5%

Genera State Charges are projected to total $3.8 billion in 2009-10, $4.1 hillion in
2010-11 and $4.4 billion in 2011-12. The annual increases are due mainly to anticipated
cost increases in pensions and health insurance for State employees and retirees.
Additional growth is projected in 2009-10 resulting from the Medicaid adjustment

transaction described earlier.

The State's pension contribution rate to the New York State and Local Retirement
System, which is 8.8 percent for 2008-09, is expected to increase to 9.0 percent for 2009-
10 and 2010-11 and to 9.3 percent in 2011-12. Pension costs in 2009-10 are projected to
total $1.3 billion, an increase of $71 million over 2008-09 due to projected growth in the
salary base. In 2010-11, pension costs are expected to remain virtualy unchanged. In
2011-12, they are expected to increase by $57 million due to an anticipated increase in

the State contribution rate.
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Forecast of New York State Employee Health Insurance Costs
(millions of dollars)
Health Insurance
Year Active Employees Retirees Total State
2006-07 1,518 913 2,431
2007-08 1,572 992 2,564
2008-09 1,652 1,039 2,691
2009-10 1,790 1,129 2,919
2010-11 1,950 1,233 3,183
2011-12 2,127 1,347 3,474

All numbers reflect the cost of health insurance for General State Charges (Executive and Legislative

branches) and the Office of Court Administration.

Spending for employee and retiree health care costs is expected to increase by $228
million in 2009-10, $264 million in 2010-11, and another $291 million in 2011-12 and
assumes an average annual premium increase of roughly 9.5 percent. Health insuranceis
projected at $2.9 billion in 2009-10 ($1.8 billion for active employees and $1.1 billion for
retired employees), $3.2 hillion in 2010-11 ($2.0 billion for active employees and $1.2
billion for retired employees) and $3.4 billion in 2011-12 ($2.1 billion for active

employees and $1.3 billion for retired employees).

See discussion of the Governmental Accounting Standards Board (GASB) 45 later in
this Financia Plan for the vauation of future State heath insurance costs for State

employees.

Transfers to Other Funds

Out-Year Disbursement Projections - Transfers to Other Funds
(millions of dollars)

Annual Annual Annual

2008-09 2009-10 Change 2010-11 Change 2011-12 Change

Transfers to Other Funds: 2,883 3,112 229 3,481 369 3,982 501
Debt Service 1,692 1,680 (12) 1,706 26 1,673 (33)
Capital Projects 366 574 208 930 356 997 67
Dedicated Highway and Bridge Trust Fund 119 212 93 586 374 689 103
All Other Capital 247 362 115 344 (18) 308 (36)
All Other Transfers 825 858 33 845 (13) 1,312 467
Medicaid Payments for State Facility Patients 174 174 0 174 0 174 0
Judiciary Funds 156 167 11 177 10 184 7
HCRA 0 0 0 0 0 464 464
SUNY- Hospital Operations 141 159 18 167 8 167 0
Banking Services 63 63 0 63 0 63 0
Empire State Stem Cell Trust Fund 50 35 (15) 0 (35) 0 0
Statewide Financial System 6 25 19 30 5 25 (5)
All Other 235 235 0 234 1) 235 1
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In 2009-10, transfers to other funds are estimated at $3.1 billion, an increase of $229
million over 2008-09. This increase includes potential transfers to the Dedicated
Highway and Bridge Trust Fund aimed at reducing fund gaps and an increase in other
capital transfers of $115 million.

All other transfers are expected to increase by $33 million from 2008-09. The most
significant changes include an increase in the State’s SUNY subsidy to hospitals and a
decline in General Fund transfers to support stem cell research, as support is transitioned
from the General Fund to the Health Care Resources Fund beginning in 2009-10.

In 2010-11, transfers to other funds are expected to increase by $369 million. This
reflects expected growth in General Fund support to the Dedicated Highway and Bridge
Trust Fund, partialy offset by the shift in stem cell research support described above. In
2011-12 transfers are expected to increase by $501 million, mainly to provide subsidies
to HCRA and the Dedicated Highway and Bridge Trust Fund.
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RESERVES

In January 2007, the State created a new statutory Rainy Day Reserve that has an
authorized balance of 3 percent of Genera Fund spending. The new Rainy Day Reserve
may be used to respond to an economic downturn or catastrophic event. The State plans to
make its first deposit of $175 million by the end of 2007-08. When combined with the
existing Tax Stabilization Reserve, which has an authorized balance of 2 percent and can
be used only to cover unforeseen year-end deficits, the State’'s rainy day reserve
authorization now totals 5 percent.

The State projects that General Fund reserves will total $2.2 billion at the end of
2008-09, with $1.2 hillion in undesignated reserves available to deal with unforeseen
contingencies and $1.0 billion designated for subsequent use.

The $1.2 billion of undesignated reserves includes a balance of $1 billion in the Tax
Stabilization Reserve, $175 million in the new Rainy Day Reserve, and $21 million in the
Contingency Reserve Fund for litigation risks.

The designated reserves consist of $708 million set aside for potential labor settlements
(after the use of $477 million for existing settlements) and $291 million in the Community
Projects Fund to finance existing initiatives.

Aside from the amounts noted above, the 2008-09 Financial Plan does not have specific
reserves to cover potential costs that could materialize as a result of Federal disallowances
or other Federal actions that could adversely affect the State€’s projections of receipts and
disbursements.

RISKS

Many complex political, social, and economic forces influence the State’ s economy and
finances. Such forces may affect the State Financial Plan unpredictably from fiscal year to
fiscal year. For example, the Financia Plan is necessarily based on forecasts of national
and State economic activity. Economic forecasts have frequently failed to accurately
predict the timing and magnitude of specific and cyclical changes to the national and State
economies. The Financial Plan also relies on estimates and assumptions concerning
Federal aid, law changes, and audit activity.

In any year, the Financial Plan is subject to risks that, if they were to materialize, could
affect operating results. The most significant current risksinclude the following:

RISKS TO THE ECONOMIC FORECAST

At the nationa level, the DOB outlook calls for a owdown in growth for much of
2008 but does not anticipate a recession at thistime. However, there are a number of risks
to the forecast. Larger financia sector write-downs associated with the subprime mortgage
debacle could result in a more severe credit situation than anticipated and result in lower
business investment in plant and equipment than projected. Should the housing market
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contraction be even deeper than reflected in the current forecast, residential investment
could take even longer to recover. Moreover, if housing prices fall further than anticipated,
the rate of foreclosure could jump even higher than expected, impacting both construction
spending and household net worth, which in turn could result in less consumption spending
than anticipated. A resurgence in the growth in energy and food prices could serve to
unanchor inflation expectations and result in even higher inflation than expected. That risk
could be compounded by lower productivity growth or a weaker dollar than currently
projected. Higher inflation, in turn, would further impinge upon the Federal Reserve's
ability to stimulate the economy by lowering interest rates. Higher interest rates could
result in weaker equity prices and further delay the recovery of the financial sector from the
subprime mortgage debacle. On the other hand, lower energy prices or stronger global
growth than anticipated could result in stronger economic growth than is reflected in the
forecast.

All of the risks to the U.S. forecast apply to the State forecast as well, athough as the
nation’s financial capital, the current credit tightening poses a particularly large degree of
uncertainty for New York. Although the failure of a major Wall Street institution is not
anticipated and the large volume of write-downs has been revealing, the full extent of the
losses associated with the subprime mortgage problem remains to be seen. Higher losses
than anticipated could result in even lower bonuses than projected, reducing household
gpending. Should the State's commercia rea estate market cool more rapidly than
anticipated, taxable capital gains realizations could be negatively affected. These effects
could ripple though the economy, depressing both employment and wage growth. In
contrast, should the national and world economies grow faster than expected, a stronger
upturn in stock prices, along with even stronger activity in mergers and acquisitions and
other Wall Street activities, could result in higher wage and bonuses growth than projected
for 2008 and the 2008-09 bonus season.

LABOR SETTLEMENTS

The State has reached tentative labor settlements with three labor unions, the Civil
Service Employees Association, United University Professons (UUP), and District
Council 37, and will extend comparable changes in the pay and benefits to
“management/confidential” employees. Under terms of the tentative four-year contracts,
which run from April 2, 2007 through April 1, 2011 (July 2, 2007 through July 1, 2011 for
UUP), employees will receive pay increases of 3 percent annually in 2007-08, 2008-09,
and 2009-10 and 4 percent in 2010-11. The Civil Service Employees Association ratified
its contract on January 3, 2008. The United University Professions and District Council 37
are expected to vote on their contracts before the end of the current State fiscal year.

The State’s Financial Plan funds the costs of these tentative contract agreements in
2007-08 and 2008-09 through the use of $476 million of the $1.18 billion in existing
reserves set aside for this purpose. DOB estimates the General Fund costs of the tentative
agreements at $140 million in the current year, $336 million in 2008-09, $510 million in
2009-10, and $756 million in both 2010-11 and 2011-12. The current Financia Plan
includes these costs.
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The unions representing uniformed officers (i.e., Police Benevolent Association, New
York State Correctiona Officers and Police Benevolent Association) and the Public
Employees Federation have not reached settlements with the State at this time. DOB
estimates that if all the unsettled unions were to agree to the same terms that have been
ratified by the Civil Service Employees Association, it would result in added costs of $144
million in 2007-08, $303 million in 2008-09, $444 million in 2009-10, and $636 million in
both 2010-11 and 2011-12. The earliest any costs for these contracts could be paid would
bein 2008-09. These costs are not included in the current Financial Plan spending forecast,
but a reserve is set aside to partialy fund them. The State currently has $708 million in
labor reserves remaining (i.e., not programmed in the Financial Plan) to help finance the
costs of potential new settlements, which is sufficient to cover al costs of a Civil Service
Employees Association-type settlement through 2008-09, and all but $183 million of the
$444 million of potentia costsin 2009-10.

SCHOOL SUPPORTIVE HEALTH SERVICES

The Office of the Inspector General (OIG) of the United States Department of Health
and Human Services is conducting six audits of aspects of New York State’'s School
Supportive Health Services program with regard to Medicaid reimbursement. The audits
cover $1.4 billion in claims submitted between 1990 and 2001. To date, OIG has issued
four final audit reports, which cover clams submitted by upstate and New York City
school districts for speech pathology and transportation services. The fina audits
recommend that the Centers for Medicare and Medicaid Services (CMS) disalow $173
million of the $362 million in claims for upstate speech pathology services, $17 million of
$72 million for upstate transportation services, $436 million of the $551 million in claims
submitted for New York City speech pathology services, and $96 million of the $123
million for New York City transportation services. New York State disagrees with the
audit findings on several grounds and has requested that they be withdrawn. If the
recommended disallowances are not withdrawn, the State expects to appeal.

While CM S has not taken any action with regard to the disallowances recommended by
OIG, CMS is deferring 25 percent of New York City claims and 9.7 percent of clams
submitted by the rest of the State, pending completion of the audits.

PROPOSED FEDERAL RULE ON MEDICAID FUNDING

On May 25, 2007, CMS issued a fina rule that, if implemented, would significantly
curtail Federal Medicaid funding to public hospitals (including New York City’s Health
and Hospital Corporation (HHC)) and programs operated by both the State OMRDD and
the State OMH.

The rule seeks to restrict State access to Federal Medicaid resources by changing the
upper payment limit for certain rates to actual facility reported costs. It is estimated that
this rule could result in a loss of $350 million annualy in Federal funds for HHC and
potentially larger lossesin aid for the State Mental Hygiene System.
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On May 23, 2007, CMS issued another rule that would eliminate Medicaid funding for
graduate medical education (GME). The proposed rule clarifies that costs and payments
associated with GME programs are not expenditures of Medicaid for which Federal
reimbursement is available. Thisrule could result in a Financial Plan impact of up to $600
million since the State would be legally obligated to pay the lost non-Federal share.

The states affected by these regulations are challenging such adoption on the basis that
CMS is overstepping its authority and ignoring the intent of Congress. As a result,
Congress passed a one-year moratorium barring implementation of these proposed rule
changes which expire on May 29, 2008.

CMS has proposed other regulations that could pose arisk to the State's Financial Plan
beyond the moratorium. On May 23, 2007, CMS proposed changes to the rules that
regulate State taxation of healthcare entities. It is anticipated that this rule could be
finalized shortly. The proposal would essentially undo current authorized State flexibility
and render atax invalid if there is any “linkage” between the tax and a Medicaid payment.
The State currently uses a substantial amount of provider tax receipts to finance various
healthcare programs that serve the State's most vulnerable populations. While the State
strongly believes that our imposed taxes are in full compliance, the vagueness of the new
rules provides no assurance that these funding streams are adequately protected.

Further, CMS proposes to restrict Medicaid reimbursement for hospital outpatient
services and restrict coverage to rehabilitative services, which could pose a risk to the
Financial Plan and result in hundred of millionsin lost Federal Share. However, the State
argues that the proposed regulation regarding outpatient servicesisin direct violation of the
current moratorium.

The State is actively lobbying the Federal government to be held harmless, either
through an extenson/modification of the current moratorium or through other
administrative or statutory means. The State continues to believe that these risks will be
minimized and not realized.
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HCRA FINANCIAL PLAN

This 2008-09 Financia Plan for the HCRA program includes the receipts and
disbursements projections for the 2007-08 through 2011-12 period. The Executive Budget
HCRA plan is balanced through 2011-12. The estimates of receipts and disbursements for
the current and upcoming fiscal years are also detailed in the Financial Plan tables.

OVERVIEW

HCRA was established in 1996 to improve the fiscal health of hospitals and expand
affordable and quality health care coverage. HCRA spending can be found in the following
areas of the budget: Medicaid, Public Health, Mental Hygiene, the State Office for the
Aging, and the Insurance Department.

Subsequent extensions and modifications of the legidation have initiated new health
care programs including FHP and Healthy New Y ork, and provided additional funding for
the expansion of existing programs such as CHP. HCRA has aso provided financing for
the health care industry, including investments in worker recruitment and retention, and in
HEAL-NY.

The current HCRA authorization expires on March 31, 2008. The 2008-09 Executive
Budget recommends a three-year extension to March 31, 2011 and sets forth revenue and
savings recommendations totaling roughly $135 million in 2008-09.

In 2008-09, HCRA receipts are projected to total $4.9 bhillion, an increase of $45
million. Disbursements are estimated at $5.0 billion, a decrease of $78 million. The
HCRA plan uses $66 million in fund balances to support operations in 2008-09.

HCRA RECEIPTS

HCRA receipts include surcharges

and assessments on hospital revenues, a 2008-09 HCRA Receipts - $4.9 Billion

“covered lives’ assessment paid by Conversion

insurance carriers, a portion of cigarette Pmliizds

tax revenues, and other revenues Cigarette Tax ~

dedicated by statute, as well as proceeds 12% ».  Hospital
from insurance company conversions. \ S0 ment

Health insurance conversion proceeds
totaling approximately $834 million are Covered Lives
expected in 2008-09. Revenue from — AssSeemen
insurance conversions is expected to total
$534 million in 2009-10, $584 million in
2010-11 and $398 million in 2011-12.

\‘Pik
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Total 2008-09 receipts are expected to be nearly $5.0 billion, including surcharges
($2.1 hillion), covered lives assessment ($990 million), cigarette tax receipts ($614
million), and a 1 percent hospital assessment ($288 million).

HCRA DISBURSEMENTS

Tota disbursements of $5.0 billion are projected in 2008-09, a decrease of $30 million
from projected 2007-08 disbursements. HCRA provides support for various Medicaid and
public health costs, EPIC, CHP, and FHP. Other large areas of spending include:

Indigent care payments, which provide
funds to hospitals that serve a
disproportionate share of individuals
without health insurance ($841 million);
Healthy NY providing affordable
insurance coverage to small businesses
and individuals ($155 million);

Physician Excess Medica Malpractice
Insurance  subsidies for medica
professionals ($130 million);

Graduate Medical Education grants to
teaching hospitals ($366 million);
Workforce Recruitment and Retention
grants and rate adjustments to health
facilities ($323 million); and

HEAL-NY funds  for capital
improvement to hedlth care facilities
($172 million).
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2008-09 HCRA FINANCIAL PLAN

HCRA Financial Plan

2007-08 through 2011-12

(millions of dollars)

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

Opening Balance 706 515 453 115 0
Total Receipts 4,896 4,945 4,686 4,806 5,159
Surcharges 2,042 2,091 2,143 2,202 2,259
Covered Lives Assessment 850 990 990 990 990
Cigarette Tax Revenue 565 614 607 599 598
Conversion Proceeds 999 834 534 584 398
Hospital Assessment (1 percent) 271 288 305 324 344
General Fund Support-Tobacco Guarantee 0 0 0 0 464
All Other 169 128 107 107 106
Total Disbursements 5,087 5,007 5,024 4,921 5,159
Medicaid Assistance Account 1,925 1,835 1,814 1,662 1,856

Pharmacy Costs 617 434 444 457 469

Family Health Plus 490 596 611 628 628

Workforce Recruitment & Retraining 325 284 260 244 228

All Other 493 521 499 333 531
HCRA Program Account 1,179 1,174 1,205 1,192 1,180
Hospital Indigent Care 841 841 841 841 841
Elderly Prescription Insurance Coverage 387 377 368 393 421
Child Health Plus 341 371 445 461 481
Public Health Programs 150 126 125 125 125
Mental Health Programs 92 0 0 0 0
All Other 172 283 226 247 255
Annual Operating Surplus/(Deficit) (191) (62) (338) (115) 0
Closing Balance 515 453 115 0 0

The HCRA Fund for 2007-08 continues to be balanced on a budgetary (cash) basis
of accounting, with $515 million projected to be available at year-end for use in

With Executive Budget revenue and savings recommendations, the current services
forecast has improved by roughly $131 million in 2008-09 and by even larger
amounts in 2009-10 and 2010-11 primarily due to a proposed increase in the
projected Covered Lives Assessment and increased revenue from insurance

Based on Executive Budget revenue and savings recommendations, HCRA is

.
2008-09.
.
conversionsin the out-years.
.
projected to remain solvent through 2011-12.
.

Under the current HCRA appropriation structure, spending reductions will occur if
resources are insufficient to meet spending levels. These spending reductions could
potentially impact core HCRA programs. The reauthorizations of HCRA in prior-
years restored HCRA’s solvency without the need for automatic spending
reductions.
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The table below summarizes the 2008-09 Executive Budget recommendations.

HCRA Savings Plan
Savings/(Costs)

(millions of dollars)

2008-09 2009-10 2010-11 2011-12

Increase HCRA Revenues 172 423 423 237
Increase Covered Lives Assessment 140 140 140 140
Increase Audit Target 30 30 30 30
Maximize and Accelerate Emblem Conversion Proceeds 0 250 250 64
All Other 2 3 3 3
Changes in the Child Health Plus Program (5) (45) (55) (55)
Expand Eligibility with State only funding (19) (52) (57) (57)
Modify Family Contribution 12 25 26 26
Revise Expansion Estimates 2 (18) (24) (24)
Other Spending Actions 22 37 53 64
Phase out Hospital WR&R 12 24 37 49
Pharmacy: Average Wholesale Price from -24% to -17% 11 16 17 17
All Other (1) 3) 1) )
Changes to General Fund Financing (54) (64) 105 (319)
Offload HCRA Savings to the General Fund (66) (76) (89) (101)
Move cost for Newborn Screening Program from HCRAto Insurance 12 12 12 12
Modify General Fund Offloads for HCRA Solvency 0 0 182 0
Modify Tobacco Guarantee Fund Draw in 2011-12 0 0 0 (230)
Net HCRA Savings 135 351 526 (73)

Recommended Savings

Increase HCRA Revenues. A number of revenue initiatives are recommended to improve
HCRA's financia outlook, including an increase in the Covered Lives Assessment in
insurance carriers, an increase in the Payer/Provider Compliance audit target, and a re-
estimate of insurance conversions proceeds.

Changes in the Child Health Plus Program: Expansion of the State's CHP program to
provide eligibility at 400 percent of the Federa Poverty Level (up from 250 percent) is
expected to result in anet cost to the HCRA Financial Plan. These costs are partialy offset
by modifications to the family contributions to the program.

Changes to General Fund Financing: The Budget recommends a change in HCRA
financing of General Fund costs in 2010-11 in order to maintain HCRA solvency ($182
million). In addition, HCRA savings actions are projected to result in a reduction in the
planned subsidy to HCRA in 2011-12.

Other Spending Actions: The proposed phase-out of Workforce Recruitment and
Retention Grants to public hospitals, areduction in the EPIC pharmacy reimbursement rate
on Average Wholesale Price (from minus 24 percent for brand name drugs to minus 17
percent), and other smaller spending reductions are projected to result in savings to the
HCRA financia plan acrossal year.
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GENERAL FUND

General Fund Estimated Closing Balance
(millions of dollars)
2007-08 2008-09 Change

Projected Year-End Fund Balance 2,626 2,226 (400)

Undesignated Reserves 1,227 1,227 0

Tax Stabilization Reserve Fund 1,031 1,031 0

Rainy Day Reserve Fund 175 175 0

Contingency Reserve Fund 21 21 0

Designhated Reserves 1,399 999 (400)

Labor Settlement Reserve/Likely Risks 1,045 708 (337)

Community Projects Fund 354 291 (63)

DOB projects the State will end the 2008-09 fiscal year with a General Fund balance of
$2.2 hillion if the Legidature enacts the Executive Budget recommendations in their
entirety. The balance consists of $1.2 billion in undesignated reserves and $1.0 billion in
reserves designated to finance existing or planned commitments, including potential new
labor settlements. The projected closing balance is $400 million below the level estimated
for 2007-08, which primarily reflects the partial use of planned reserves set aside for
collective bargaining.

The undesignated reserves include $1.0 billion in the State’s Tax Stabilization Reserve,
$175 million in the new Rainy Day Reserve after an initial deposit planned in 2007-08, and
$21 million in the Contingency Reserve Fund for litigation risks. The new Rainy Day
Reserve is authorized to have a maximum balance of 3 percent of General Fund spending
and may be used to respond to an economic downturn or catastrophic event.

The designated reserves include $291 million in the Community Projects Fund to

finance existing legidative initiatives, and $708 million remaining from prior-year reserves
designated for potential collective bargaining agreements and Financial Plan risks.
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STATE OPERATING FUNDS

State Operating Funds Estimated Closing Balance
(millions of dollars)
2007-08 2008-09 Change

Projected Year-End Fund Balance 5,754 4,892 (862)
General Fund 2,626 2,226 (400)
Special Revenue Funds 2,850 2,359 (491)
Miscellaneous Special Revenue 898 639 (259)
Industry Assessments 152 138 (14)
Health and Social Welfare 241 134 (107)
General Government 244 165 (79)

All Other 261 202 (59)
State University Income 644 636 (8)
Mass Transportation Operating Assistance 407 199 (208)
Health Care Resources Fund 515 453 (62)
Lottery Fund 101 96 (5)

All Other 285 336 51
Debt Service Funds 278 307 29

The combined balances in State Operating Funds are projected to total $4.9 billion in
2008-09, a decrease of $864 million from the level estimated for 2007-08. The balances
held in State Special Revenue Funds include moneys designated to finance existing or
planned commitments, or funds that are restricted or dedicated for specified statutory
purposes. The largest balances in the State Special Revenue Funds include moneys on
hand to finance future costs for State University programs, operating assistance for
transportation programs, various health care programs financed from the Health Care
Resources Fund, and lottery revenues used for School Aid. The remaining fund balances
are held in numerous funds, primarily the Miscellaneous Special Revenue Fund, and
accounts that support a variety of programs including industry regulation, public health,
general government, and public safety. See the Financial Plan tables for a comprehensive
list of balances for All Governmental Funds and accounts.

MONTHLY CASH FLOW FORECAST

In 2008-09, the General Fund is projected to have quarterly-ending balances of $2.8
billion in June 2008, $3.9 billion in September 2008, $1.4 billion in December 2008, and
$2.2 billion at the end of March 2009. The lowest projected month-end cash flow balance
is $893 million in November 2008. The 2008-09 General Fund cash flow estimates assume
on time enactment of all Executive Budget recommendations.

DOB’s detailed monthly cash flow projections for 2007-08, 2008-09 and 2009-10 are

set forth in the sections entitled “Financial Plan Tables” and “Supplemental Financial Plan
Information”.

146



FUND BALANCES AND CASH FLOW FORECAST

The Office of the State Comptroller (OSC) invests Genera Fund moneys, bond
proceeds, and other funds not immediately required to make payments through the Short-
Term Investment Pool (STIP), which is comprised of joint custody funds (Governmental
Funds, Internal Service Funds, Enterprise Funds and Private Purpose Trust Funds), as well
as several sole custody fundsincluding the Tobacco Settlement Fund.

OSC is authorized to make short-term loans from STIP to cover temporary cash
shortfalls in certain funds and accounts resulting from the timing of receipts and
disbursements. The Legidature authorizes the funds and accounts that may receive loans
each year, based on legidation submitted with the Executive Budget. Loans may be
granted only for amounts that the Director of the Budget certifies are “receivable on
account” or can be repaid from the current operating receipts of the fund (i.e., loans cannot
be granted in expectation of future revenue enhancements).
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The table below compares actua results for the period from April 2007 through
December 31, 2007 to the estimates included in the Mid-Y ear and Enacted Financial Plans,
aswell as actual results for the same nine-month period in 2006.

GENERAL FUND

2007-08 Fiscal Year-to-Date Results
Actual Year-to-Date Results: April through December 2007
General Fund Results vs. Projections; Year-to-Year Comparison
(millions of dollars)

Actuals vs. Estimates
Favorable/ (Unfavorable) vs. Plan

Mid-Year Mid-Year Increase/

Enacted Update Actual Enacted Update (Decrease)
Budget Projection Results Budget Projection from Prior Year
Opening Balance (April 1, 2007) 3,045 3,045 3,045 N/A N/A (212)
Receipts 36,041 35,616 35,513 (528) (103) 448
Personal Income Tax 13,889 13,915 13,910 21 (5) (695)
User Taxes and Fees 6,543 6,521 6,540 3) 19 276
Business Taxes 4,589 4,378 4,086 (503) (292) (433)
All Other Taxes, Receipts & Grants 2,536 2,345 2,478 (58) 133 (109)
Transfers From Other Funds 8,484 8,457 8,499 15 42 1,409
Disbursements 36,637 36,897 36,881 (244) 16 926
Local Assistance 22,827 22,936 23,179 (352) (243) 1,028

State Operations

Personal Service 5,690 5,644 5,592 98 52 (78)
Non-Personal Service 1,986 1,995 2,011 (25) (16) 206
General State Charges 3,829 3,605 3,569 260 36 (52)
Transfers To Other Funds 2,305 2,717 2,530 (225) 187 (178)
Change in Operations (596) (1,281) (1,368) (772) 87) (478)
Closing Balance (December 31, 2007) 2,449 1,764 1,677 N/A N/A (690)

The following describes the difference between estimates and actual results. Al
comparisons are for the nine-month period for April 1 through December 31, 2007 and, in
discussions of annual change, for the comparable nine-month period in 2006.

General Fund Comparison to Mid-Year Update Projections

The General Fund ended December 2007 with a cash balance of $1.7 billion, $87
million lower than projected in the Mid-Year Financial Plan Update. Through December
2007, Genera Fund receipts, including transfers from other funds, totaled $35.5 billion,
$103 million lower than the public forecast, mainly due to higher-than-expected refunds of
persona income tax and lower-than-expected business tax collections, offset by higher-
than-expected real estate transfer tax collections and miscellaneous recei pts collections.

General Fund disbursements through December 2007 totaled $36.9 billion, $16 million
lower than projected as described below. The relatively minor variance is the result of
severa offsetting factors:

e School Aid ($102 million higher than planned): Largely attributable to the
timing of general aid and categorical aid payments.
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Public Health ($69 million higher than planned): Largely due to the timing of
El program payments.

Medicaid, including Administration ($76 million higher than planned):
Largely reflects faster-than-anticipated administrative payments to loca
governments for the cost of administering Medicaid programs.

General State Charges ($36 million lower than planned):  Primarily
attributable to the timing of taxes paid on State-owned lands to certain
municipalities and lower-than-projected Workers' Compensation payments.

Transfersto Other Funds ($224 million lower than planned): The decreaseis
due to the timing of the expected transfer from the General Fund to the Debt
Reduction Reserve Fund, which was originally projected to occur in December
2007 and is now projected to be completed in March 2008.

General Fund Comparison to Enacted Budget Projections

General Fund receipts totaled $35.5 billion, $528 million lower than the Enacted
Budget forecast. Thisvarianceisduein large part to lower-than-expected collections in the
corporation franchise tax ($388 million), which were below expectations due to the timing
of large audit collections originally expected in December, and now expected in the last
quarter of 2007-08.

General Fund disbursements totaled $36.9 billion, $244 million higher than projected in
the Enacted Budget. The most significant spending variances include:

School Aid ($188 million higher than planned): Largely attributable to earlier-
than-anticipated payments which are non-statutory and largely based on the
execution of contracts and the submission of claims by school districts.

Other Education Aid ($77 million higher than planned): Attributable to earlier-
than-anticipated payments for library aid, case services to individuas with
disabilities, community projects funds, workforce education, and various other
education programs.

Medicaid ($146 million lower than planned): Lower than projected Medicaid
spending is driven largely by a moderation in caseload and the timing of certain
payments and offsets, which has resulted in lower overal utilization of Medicaid
services.

Children and Family Services ($77 million higher than planned): Due to
variations from the anticipated spending patterns across al programs.

Special Education ($96 million higher than planned): Primarily attributable to

earlier-than-projected claiming for preschool special education, following
administrative accelerations.
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General State Charges ($260 million lower than planned): Underspending was
primarily driven by earlier than expected escrow payments which reduce Genera
Fund costs, as well as various timing issues mostly related to Workers
Compensation Claims.

Transfers to Capital Projects Funds ($176 million higher than planned):
Driven primarily by earlier than anticipated spending for economic development
and higher education projects.

General Fund Annual Change

On a year-over-year basis, General Fund receipts through December 2007 were up
$448 million, or 1.3 percent, compared to the same period in 2006-07. Increases in
transfers from other funds, user taxes and fees and miscellaneous receipts, dightly offset by
declines in the persona income tax, business taxes, other taxes and Federal Grants, account
for the growth.

Genera Fund spending was $926 million higher than actua results through the same
period for fisca year 2006-07. Significant changes in spending levels from the same
period last year include:

School Aid ($674 million growth): Reflects growth associated with increased tail
payments for the final three months of the 2006-07 school year ($239 million) and
increased payments for the firstsix months of the 2007-08 school year as
authorized in the Enacted Budget for 2007-08 ($429 million).

Special Education ($196 million growth): Annua growth primarily reflects the
accelerated submission of claims by counties and accelerated processing of claims
by SED in 2007-08 compared to 2006-07.

Children and Family Services ($200 million growth): Higher spending is
primarily attributable to growth in child welfare services ($93 million), growth in
Foster Care Block Grant payments ($31 million) and payments made for residential
education placements for children with needs that cannot be accommodated by
public school districts ($23 million).

Medicaid, including Administration ($315 million decline): Consistent with
current year reestimates in Medicaid, the year-over-year decline is primarily due to
a moderation in enrollment and the timing of certain payments and offsets, which
has resulted in lower overall utilization of Medicaid services.

Public Health ($112 million growth): Higher spending is largely attributable to
the timing of local public health program payments, as well as additional health
care investmentsincluded in the 2007-08 Enacted Budget.

Local Government Aid ($257 million decline): Largely reflects a one-time
reduction in New Y ork City’s unrestricted local government assistance in 2007-08.
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o Weélfare ($170 million growth): Reflectsareturn to the traditional pattern of local

district advances.

e Non-Personal Service ($206 million growth): Reflects inflationary growth in
non-personal service spending primarily in the State University of New York
(SUNY) ($77 million), Corrections ($57 million), and the Judiciary ($19 million).

o Capital Projects ($218 million growth): Primarily due to increased spending for
authority bonded economic development programs and General Obligation bonded
transportation and environment programs, as well as the timing of authority bond

receipts.

e Debt Service ($172 million decling): Lower spending in 2007-08 is due mainly to
the payment of debt service on certain SUNY construction bonds in March 2007

rather than April 2007.

e Transfers to Other Funds ($224 million decline): The transfer to the Debt
Reduction Reserve Fund in 2006-07 occurred in December 2006; the entire
2007-08 transfer was expected to occur in December 2007 in the Mid-Year

forecast, but is now expected to be completed in March 2008 ($228 million).

STATE OPERATING FUNDS

2007-08 Fiscal Year-to-Date Results
Actual Year-to-Date Results: April through December 2007
State Operating Funds Results vs. Projections; Year-to-Year Comparison
(millions of dollars)

Actuals vs. Estimates
Favorable/ (Unfavorable) vs. Plan

Mid-Year Mid-Year Increase/
Enacted Update Actual Enacted Update (Decrease)
Budget Projection Results Budget Projection from Prior Year
Total Receipts 53,420 53,341 53,072 (348) (269) 1571
Personal Income Tax 24,825 24,859 24,855 30 4) 1,500
User Taxes and Fees 9,896 9,806 9,816 (80) 10 367
Business Taxes 5,705 5,455 5,143 (562) (312) (466)
Other Taxes 1,378 1,427 1,446 68 19 (140)
Miscellaneous Receipts 11,571 11,721 11,738 167 17 372
Federal Grants 45 73 74 29 1 (62)
Total Disbursements 55,797 55,636 55,231 566 405 2,741
Local Assistance
Medicaid, including admin 9,245 8,986 9,143 102 (157) 233
School Aid 11,095 11,101 11,162 (67) (61) 960
STAR 4,730 4,730 4,622 108 108 989
Transportation 2,665 2,642 2,604 61 38 552
Temporary and Disability Assistance 1,203 1,231 1,249 (46) (18) 142
Public Health 2,079 1,977 1,908 171 69 (279)
Higher Education 1,460 1,411 1,430 30 (19) 21
Children and Family Services 991 1,083 1,069 (78) 14 201
Mental Hygiene 1,165 1,202 1,215 (50) (13) 169
All Other Education 1,005 1,202 1,185 (180) 17 243
All Other 1,449 1,320 1,288 161 32 (640)
State Operations 11,714 11,721 11,603 111 118 364
General State Charges 4,306 4,062 4,025 281 37 (35)
Capital Projects 3 4 6 ?3) ) 2)
Debt Service Funds 2,687 2,964 2,722 (35) 242 277)
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State Operating Funds Comparison to Mid-Year Financial Plan Projections

State Operating Funds receipts totaled $53.1 billion or $269 million less than the last
forecast. Tax receipts totaled $41.3 billion, $287 million below the Mid-Year Update
estimate. The decrease is the result of lower-than-anticipated collections in business taxes,
dightly offset by higher-than-anticipated collections in the other tax categories.

Disbursements totaled $55.2 billion, $405 million below the Mid-Y ear forecast. The
largest variances outside the General Fund include the timing of HCRA-supported public
health spending, particularly in the HCRA Program Account and in CHP ($158 million);
and lower-than-projected STAR payments ($108 million). These variances are believed to
be timing related and are not expected to result in lower spending for the fiscal year.

State Operating Funds Comparison to Enacted Budget Projections

Through December 2007, State Operating Funds receipts totaled $53.1 billion or $348
million less than the Enacted Budget projection. Tax receipts totaled $41.3 billion, $544
million less than the Enacted Budget estimate. The variance is due in large part to lower-
than-expected collections in the corporate franchise tax ($456 million) reflecting a delayed
audit settlement payment, dightly offset by higher than expected collections in personal
income tax ($30 million) due to higher than expected receipts from withholding and
estimated payments.

State Operating Funds disbursements totaled $55.2 billion, $566 million below the
Enacted Budget. The largest variances outside the General Fund include the timing of
HCRA-supported public heath spending ($122 million); lower-than-projected STAR
payments ($108 million), and lower than projected EPIC spending ($86 million).

State Operating Funds Annual Change

Tota taxes increased by $1.3 hillion, or 3.2 percent, compared to the same period in
2006-07. Thisincrease is largely attributable to two factors. First, there were large one-
time audit recoveries in business taxes in 2006. Second, the child credit enacted in 2006
significantly increased income tax refunds during the April-May period. Annua
miscellaneous recei pts growth is largely driven by lottery revenue growth ($230 million).

Compared to the same period in 2006-07, State Operating Funds disbursements were
$2.7 billion higher in the current year. The largest increases were for School Aid,
reflecting growth in payments of genera aid ($960 million); transportation programs,
largely Mass Transportation Operating Assistance ($552 million); STAR, driven by
middle-class STAR property tax rebates ($989 million); State Operations ($364 million),
largely reflecting salary increases, workforce growth and non-personal service inflation;
and Welfare ($142 million); Special Education ($196 million); and Children and Family
Services ($201 million).
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CAPITAL PROJECTS FUNDS

2007-08 Fiscal Year-to-Date Results
Actual Year-to-Date Results: April through December 2007
Capital Projects Funds Results vs. Projections; Year-to-Year Comparison
(millions of dollars)

Actuals vs. Estimates
Favorable/ (Unfavorable) vs. Plan

Mid-Year Mid-Year Increase/
Enacted Update Actual Enacted Update (Decrease)
Budget Projection Results Budget Projection from Prior Year

Total Receipts 4,540 4,326 4,288 (252) (38)
1,584 1,488 1,519 (65) 31
Miscellaneous Receipts 1,452 1,607 1,498 46 (109)
Federal Grants 1,504 1,231 1,271 (233) 40
Total Disbursements 5,105 4,548 4,507 598 41
Transportation 2,572 2,560 2,703 (131) (143)
Economic Development 225 295 279 (54) 16
Public Protection 250 230 190 60 40
Mental Hygiene 163 155 158 5 3)
Environment 400 380 371 29 9
Higher Education 490 462 454 36 8
All Other 1,005 466 352 653 114

Capital Projects Funds Comparison to Mid-Year Financial Plan Projections

Receipts totaled $4.3 billion or $38 million less than the Mid-Y ear Update forecast.
Total tax receipts were $31 million higher than anticipated. L ower-than-anticipated
reimbursements for bond-financed programs resulted in lower-than-projected
miscellaneous receipts. Federal grants exceeded the estimated forecast. Disbursements
totaled $4.5 billion, $41 million below the Mid-Y ear projection, largely driven by lower-
than-anticipated spending for economic development, health, and public protection projects
offset by higher than anticipated spending for transportation projects.

Capital Projects Funds Comparison to Enacted Budget Projections

Through December 2007, Capital Projects Funds receipts totaled $4.3 billion or $252
million less than the Enacted Budget forecast. Higher than anticipated reimbursements for
transportation projects resulted in higher than projected miscellaneous receipts. Federa
grant reimbursements for spending lagged behind the estimated forecast, as did related
disbursements.

Through December 2007, Capital Projects Funds disbursements totaled $4.5 hillion,
$598 million below the Enacted Budget projection, largely driven by dower than
anticipated spending for environmental projects financed with genera obligation bonds
($29 million), and higher education, public protection, and health projects financed with
authority bonds ($276 million).

Capital Projects Funds Annual Change
Tota taxes increased by $70 million, or 4.8 percent, compared to the same period in

2006-07, driven by growth in other taxes and business taxes, offset dightly by declinesin
user taxes and fees. Annua miscellaneous receipts growth is largely driven by an increase
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in bond proceeds used to finance capital projects. Disbursements were $399 million higher
primarily driven by increased spending for economic development ($172 million),
environmental ($64 million) and health ($35 million) projects.

FEDERAL OPERATING FUNDS

2007-08 Fiscal Year-to-Date Results
Actual Year-to-Date Results: April through December 2007
Federal Operating Fund Results vs. Projections; Year-to-Year Comparison
(millions of dollars)

Actuals vs. Estimates
Favorable/ (Unfavorable) vs. Plan

Mid-Year Mid-Year Increase/

Enacted Update Actual Enacted Update (Decrease)
Budget Projection Results Budget Projection from Prior Year
Total Receipts 24,981 22,918 23,406 (1,575) 488 (670)
Miscellaneous Receipts 128 145 157 29 12 6
Federal Grants 24,853 22,773 23,249 (1,604) 476 (676)
Total Disbursements 24,902 23,727 23,315 1,587 412 (734)

Local Assistance

Medicaid, Including admin 15,193 14,497 14,141 1,052 356 (669)
School Aid 1,693 1,558 1,508 185 50 (339)
Temporary and Disability Assistance 1,944 1,920 2,012 (68) (92) (63)
Children and Family Services 768 645 665 103 (20) 111
Public Health 823 823 758 65 65 55
All Other 2,415 2,331 2,274 141 57 115
State Operations 1,905 1,790 1,794 111 4) 43
General State Charges 161 163 163 2 0 13

Federal Operating Funds Comparison to Mid-Year Financial Plan
Projections

Federal Operating Funds receipts totaled $23.4 billion or $488 million more than the
Mid-Y ear forecast due to Federa grants exceeding the estimated forecast. Disbursements
totaled $23.3 hillion, $412 million below the Mid-Y ear Update Budget projection largely
attributable to lower Federa spending for Medicaid ($356 million), lower-than-projected
Federal School Aid payments ($50 million), lower public health spending ($65 million),
and partially offset by higher-than-projected Federa spending for socia services ($112
million).

Federal Operating Funds Comparison to Enacted Budget Projections

Federal Operating Funds recei pts totaled $23.4 billion or $1.6 billion less than the Mid-
Year Update due to Federal grants faling below the Enacted Budget forecast.
Disbursements totaled $23.3 billion, $1.6 billion below the Enacted Budget projection
largely attributable to lower than anticipated Federal spending for Medicaid ($1.0 billion),
Children and Family Services ($103 million), and School Aid ($185 million).
Federal Operating Funds Annual Change

Tota receipts decreased by $670 million compared to the same period in 2006-07. The
annual decline is driven by the timing of Federal aid. Tota disbursements were $734
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million lower, due primarily to lower Federal Medicaid spending ($669 million), the timing
of the federally supported School Aid spending, including free and reduced-price meals
($339 million), and partialy offset by higher Federal spending for adoption and child care.

ALL FUNDS SUMMARY

2007-08 Fiscal Year-to-Date Results
Actual Year-to-Date Results: April through December 2007
All Funds Results vs. Projections; Year-to-Year Comparison
(millions of dollars)

Total Receipts
Personal Income Tax

User Taxes and Fees
Business Taxes

Other Taxes
Miscellaneous Receipts
Federal Grants

Total Disbursements
General Fund*

Special Revenue Funds
Capital Projects Funds
Debt Service Funds

Actuals vs. Estimates
Favorable/ (Unfavorable) vs. Plan

Mid-Year Mid-Year Increase/

Enacted Update Actual Enacted Update (Decrease)
Budget Projection Results Budget Projection from Prior Year
83,371 80,584 80,765 (2,606) 181 803
24,824 24,860 24,855 31 (5) 1,341
10,823 10,674 10,694 (129) 20 323
6,201 5,928 5,636 (565) (292) (421)
1,515 1,573 1,594 79 21 (90)
13,631 13,472 13,392 (239) (80) 363
26,377 24,077 24,594 (1,783) 517 (713)
85,804 83,887 83,053 2,751 834 2,406
34,332 34,180 34,351 (29) (171) 1,104
43,680 42,195 41,473 2,207 722 1,180
5,105 4,548 4,507 598 41 399
2,687 2,964 2,722 (35) 242 277)

* Excludes Transfers
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GAAP-BASIS FINANCIAL PLANS

In addition to the cash-basis Financial Plans, DOB prepares the General Fund and Al
Funds Financial Plans on a Generally Accepted Accounting Principles (GAAP)-basis of in
accordance with the Governmental Accounting Standards Board (GASB) regulations.
Tables summarizing the GAAP Financial Plan and comparing the cash basis and GAAP
basis General Fund Financial Plans are provided at the end of this Financial Plan. The
GAAP projections are based on the accounting principles applied by the State Comptroller
in the financial statementsissued for 2006-07.

In 2007-08, the Genera Fund GAAP Financia Plan reflects total revenues of $44.0
billion, total expenditures of $55.0 billion, and net other financing sources of $9.9 hillion,
resulting in an operating deficit of roughly $1.1 billion. The accumulated surplus at the end
of 2007-08 is projected to total $1.2 billion. The operating results primarily reflect the
impact of enacted tax reductions and economic conditions on revenue accruals and a partia
use of reservesto support 2007-08 operations.

In 2008-09, the Genera Fund GAAP Financia Plan shows tota revenues of $47.4
billion, total expenditures of $60.8 billion, and net other financing sources of $12.9 hillion,
resulting in an operating deficit of $521 million and a projected accumulated surplus of
$712 million. These changes are due primarily to the use of a portion of reservesto support
2008-09 operations.

The GAAP basis results for 2006-07 showed the State in a net positive overall asset
condition of $49.1 billion. The net positive asset condition is before the State reflects the
impact of GASB 45 “Accounting and Financia Reporting by Employers for Post-
employment Benefits Other than Pensions” GASB 45 requires State and local
governments to reflect the value of post-employment benefits, predominantly health care,
for current employees and retirees beginning with the financia statements for the 2008-09
fisca year.

The State used an independent actuarial consulting firm to calculate retiree health care
liabilities. Assuming there is no pre-funding of this liability, the analysis indicates that the
present value of the actuarial accrued total liability for benefits to date would be roughly
$49.7 hillion, using the level percentage of projected payroll approach under the Frozen
Entry Age actuarial cost method. This is the actuarial methodology recommended to be
used to implement GASB 45 by the Office of the State Comptroller. The actuarial accrued
liability was calculated using a4.1 percent annual discount rate.

The State’s total unfunded liability will be disclosed in the 2008-09 basic financid
statements. While the total liability is substantial, GASB rulesindicate it may be amortized
over a 30-year period; therefore, only the annua amortized liability above the current
pay-as-you-go costs would be recognized in the financial statements. Assuming no
pre-funding, the 2008-09 liability would total roughly $3.7 billion under the Frozen Entry
Age actuarial cost method amortized based on a level percent of salary, or $2.7 billion
above the current pay-as-you-go retiree costs. This difference between the State's
pay-as-you-go costs and the actuarially determined annual required contribution under
GASB 45 would reduce the State' s currently positive net asset condition.
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GASB does not require the additional costs to be funded on the State' s budgetary basis,
and no funding is assumed for this purpose in the Financial Plan. On a budgetary (cash)
basis, the State continues to finance these costs, along with all other employee health care
expenses, on a pay-as-you-go basis. Anticipated increases in these costs are reflected in the
State’' s multi-year Financial Plan as detailed below.

As noted, the current Financial Plan does not assume pre-funding of the GASB-45
liability. If such liability were pre-funded, the additional cost above the pay-as-you-go
amounts would be $2.7 billion in 2008-09. The State's Health Insurance Council, which
consists of GOER, Civil Service, and DOB will continue to review this matter, seek input
from the State Comptroller, the legidative fisca committees and outside parties, and
provide options for consideration.
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FISCAL IMPACT ON LOCAL GOVERNMENTS

Consistent with budget reform requirements for expanded reporting on the Executive
Budget, this section presents the estimated impact of the 2008-09 Executive Budget on
municipalitiesin New York State. The report tables and charts contain both multiyear and
program-specific assessments of the local fiscal impact from Executive Budget actions. It
is summarized by class of local government — New Y ork City, other cities, counties, school
districts, towns and villages — and is based on locdl fiscal years. Detailed tables showing
the impact of the Executive Budget on local governments are provided in the Financia
Plan Tables section.

LOCAL IMPACT OVERVIEW

Executive Budget actions will have a $1.8 hillion positive impact on municipalities in
local fiscal years ending in 2009 —the first full-annual local fiscal year affected by changes
presented within the 2008-09 Executive Budget. See“Financial Plan Tables’ for additional
detailed information. Highlights of the proposals and impacts include the following:

e A school ad increase of $1.46 hillion (7.5 percent) for the 2008-09 school year,
including $539 million for New York City. This increase constitutes the second
year of the Governor's Four Year Educational Investment Plan, which will
increase school aid more than $7 billion over the four year period ending in 2010-
11. This year's increase includes $65 million in expected debt service for the
State’s EXCEL building aid program. Under a separate proposal, school districts
will assume a share of expenses for preschool specia education at an estimated
cost of $26 million in 2008-09 for districts outside New Y ork City.

e In addition to the school aid increase, New York City will benefit by a net $118
million in additional financial assistance as a result of a $144 million partial
restoration of unrestricted local aid, $49 million in new revenues from Internet sales
tax collections and an option to increase recording fees. This additional assistance
is partially offset by $64 million in higher costs from proposals to restructure local
financial obligations for certain welfare and youth detention programs, and $21
million to assume a share of the special education costs noted above.

In addition to the local impacts on New York City noted above and within the
Financia Plan Tables, the Executive Budget is advancing legidation to further
benefit and protect City finances, including:

* Reauthorization of the fourth sales tax cent (the “MAC Penny”), which will
ensure continued receipt of over $1.1 billion in annual sales tax receipts; and

= Extension of Financial Emergency Act, which, recognizing its important role in
overseeing New York City’s finances, will continue the current oversight
powers of the Financial Control Board (FCB) beyond July 2008. In addition,
FCB powers would be expanded to authorize the Board to delay or waive
certain fisca mandates that would negatively impact the City’s operating
budget.
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e Theimpact to county governments is a net positive $126 million, due primarily to
additional revenues from optiona recording fee increases ($70 million), new
Internet sales tax collections ($33 million), and savings from a new cap on county
contributions for preschool specid education ($31 million). These savings and
revenues are partially offset by higher costs to support certain welfare and youth
detention programs ($42 million).

e Other cities, towns and villages will benefit by amost $99 million in additional
State assistance, mostly attributable to the State’ s multiyear commitment to increase
AIM funding for distressed municipalities. The 2009 local fiscal year impact of
this initiative will total $72 million. Cities and villages will also benefit from $31
million in revenue-generating actions, including additional Internet sales tax
revenues ($8 million), closing a utility gross receipts tax loophole for wireless
communications ($8 million), and expanding the Red Light Camera demonstration
program in select cities and counties ($13 million).

The Executive Budget also continues $914 million in local year 2009 fiscal relief for
counties and New York City under the State’'s cap on local Medicaid expenditures and
takeover of the Family Health Plus (FHP) program. Counting this assistance, the total
positive fiscal impact on local governmentsin 2009 is more than $2.7 billion.

The total benefit to municipalities from new Executive Budget actions will grow to
over $6.7 billion by fiscal years ending in 2011 (exclusive of Medicaid and FHP savings),
largely due to continued increases in aid under the Governor's multi-year educational
investment plan, as well as the additional AIM funding for distressed municipalities and
New York City.

MOTOR FUEL TAX REFORM

As a means to smplify the current taxing structure on fuel, the Executive Budget
consolidates the motor fuel tax, the State sales tax on motor fuel and diesel motor fuel, and
the petroleum business tax into one excise tax. As part of this consolidation, beginning
December 1, 2008, local sales taxes on motor fuels will be rescinded and replaced with a
local excise tax. The new local excise tax rate will approximate revenues flowing to local
taxing jurisdictions from their current sales tax on motor fuel. In future years, the rate will
be indexed annually, with a cap on the annual increases or decreases of 5 percent. No local
impact has been calculated for this action because the intended effect of this reform is to
have local excise tax revenues replace the same level of revenue currently collected from
the salestax. Further, the accompanying legidation will require local excise tax collections
to beincluded in the calculation of local sales tax sharing agreements.
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HISTORICAL FISCAL INDICATORS

This section provides frequently requested information in six areas. spending, reserves,
credit ratings, debt, tax collections, and social characteristics. The indicators illustrate
trends in state budgeting, the economy, and the society that affect spending decisions and
other government policies. The indicators compare New Y ork to the nation in general, and
in many cases, to a group of peer states. New Y ork’s peer state group includes other states
in the northeast, and other large states from around the nation: California, Connecticut,
Florida, Illinois, Massachusetts, Michigan, New Jersey, Ohio, Pennsylvania, and Texas.

New York's Ten-Year Spending Growth
At or Below National Average Since 1999

ONew York

6.3

71 = Other 49 58

4.5

Average Annual Percent

General Fund All Funds
1998-99 to 2008-09 1998-99 to 2008-09

Notes: Annual growth for other states measured on a weighted average, and reflects data through fiscal year 2007-08 for the General Fund and
through fiscal year 2006-07 for All Funds. Sources: NYS Division of the Budget and National Association of State Budget Officers.

Since fiscal year 1998-99, New Y ork’s average annual spending growth in the Genera
Fund and All Governmental Funds has been lower than the average for the other 49 states.
New York’s All Funds growth in recent years has been affected by the State takeover of
certain loca Medicaid costs, higher spending for State-financed programs outside the
Genera Fund (particularly hedth care), the inclusion of al HCRA spending “on budget,”
and the STAR local property tax relief program.

169



HISTORICAL FISCAL INDICATORS

Ten-Year General Fund Spending Per Capita
New York versus Peers
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Note: Peers include CA, CT, FL, IL, MA, MI, NJ, OH, PA, and TX. Peer states calculation represents average of
GF spending per capita as a percent of U.S. average (excluding New York).

Over the last ten years, New York’s General Fund per capita spending decreased from
123 to 118 percent of the U.S. average. During the same period, the average Genera Fund
spending per capita for its peer states decreased from 115 to 113 percent of the U.S.
average. New York's per capita spending of $2,777 ranks twelfth among al states in
2007-08.

2007 All Governmental Funds Spending Per Capita
New York and Peer State Rankings

Connecticut P$6,873 |7
New York $5,848 14
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California il $5,311 23 c
New Jersey P $5201 25
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Massachusetts P $4,331 34
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Sources: U.S. Census Bureau, National Association of State Budget Officers.

Among New York’s peers, there exists a wide range in spending per capita from All
Funds, indicating great differences in how individual states respond to the needs and
circumstances of ther citizens. In recent years, an inflow of Federal funds to New York,
especialy for the World Trade Center and hedlth care, has increased All Funds spending
per capita. New York’s 2006 All Funds per capita spending of $5,848 ranks fourteenth
among the states.
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Ten-Year State Operating Funds Spending
as a Percent of Personal Income
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Note: New York State Operating Funds spending in 2002-03 and 2003-04 is adjusted for $1.9 billion in payment
delays. Peer states line represents an average of State Operating Funds spending as a percent of personal
income for New York’s peer states. United States is overall State Operating Funds spending as a percent of
overall personal income.

Sources: U.S. Bureau of Economic Analysis and National Association of State Budget Officers.

New York’s State Operating Funds spending as a percent of State personal income has
been lower than the United States overall average and, except for 2006-07, has been lower
than the average of its peer states. Compared to the 1997-98 level, State Operating Funds
spending as a percent of personal income has increased by 1.2 percent in New York,
increased by 0.5 percent in New York’s peer states, and increased by 0.6 percent in the
United States overall. In 2006-07, the most recent year for which comparable data are
available, New York’'s State Operating Funds spending as a percent of persona income
was 8.7 percent compared to the U.S. average of 9.0 percent.

Ten-Year General Fund Spending Per Capita
as a Percent of Average Wages
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Note: New York spending per capita in 2002-03 and 2003-04 is adjusted for $1.9 billion in payment delays as a
result of deferred tobacco securitization proceeds.

Sources: U.S Census Bureau, U.S. Department of Labor, Bureau of Labor Statistics and National Association of
State Budget Officers.

Since 1998, New York's General Fund per capita spending, as a percent of average
wages, has been held at a rate lower than 5 percent and has been lower than the rest of the
nation throughout this time period. While New York is higher than the U.S. average on
both General Fund per capita spending and average annual wages, its spending to wages
ratio islower than the U.S. average.
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New York General Fund Cash Surpluses
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During the economic expansion of the 1990s, New Y ork achieved six consecutive cash
basis surpluses (1995-96 through 2000-01), reaching a high of $2.7 billion in 2000-01. For
two years, 2001-02 and 2002-03, the State maintained budget balance but did not have a
surplus as it confronted the twin shocks of September 11™ and the national recession.
When revenues rebounded, the State realized a surplus of over $2 billion in 2005-06 and a
surplus of nearly $1.5 hillion in 2006-07. In the current year, the budget is kept in balance
through restrained spending and the planned use of reserves.
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Sources: New York State Division of Budget and National Association of State Budget Officers.

New York’'s reserves grew in the late 1990s and remained relatively strong through
2001-02. However, the State drew down over $3 hillion in reserves to maintain budget
balance in the aftermath of September 11" and the national recession. In 2005-06, the State
made deposits to bring reserves back up to the level of $3.3 hillion. New York has made
depositsto its Rainy Day reserves, in every one of the last ten years except 2002-03.
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New York's Debt as a Percent of Personal
Income Compared to Other States
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Between 1998 and 2006, New York’s debt as a percent of persona income decreased
from 6.4 percent to 5.7 percent. 1n 2003, debt levels had risen dightly in New York and in
most states, reflecting a national trend toward increased debt in response to fiscal stress
following September 11
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New York’s debt per capita of $2,491 ranks fifth highest in the nation. Massachusetts,
Connecticut, Hawaii, and New Jersey have higher debt per capita ratios than New Y ork.
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2006 State Tax Revenue as a
Percent of Personal Income
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The New York State tax burden, as measured by tax revenue as a percent of personal
income, is dlightly higher than the U.S. average and in line with most of its peer states.
However, New Y ork’s moderate standing in state level taxes is counteracted by relatively
high local government taxes as illustrated below. When comparing New York to other
states on State and local tax collections per $1,000 of personal income it is important to
note that the structure of the State’s economy permits it to collect more in taxes from non-
residents, which has the effect of overstating tax collections as a share of personal income
since non-resident income is not counted in the calculation. Equally important, national
capital gains, of which New York receives a substantia fraction, are not included in the
definition of persona income, even though New York State residents pay tax on capital
gainsredizations. These factors add upward bias in the tax-to-income ratio for New Y ork.
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per $1,000 Personal Income

155
145 +
135 T New York
125 +

115 +
_______ - U.S. Average _ . - -
- . -

105 + S’

Dollars / $1,000 Personal Income

95 , , , , ,
1997 1998 1999 2000 2002 2004 2005

Note: Fiscal year 2005 is the most recent year for which comparative data are available.

Source: U.S. Bureau of the Census.

The New York State and local tax burden is considerably higher than the national
average. Some of this disparity is due to factors described above under the table 2006
State Tax Revenue as a Percent Personal Income.” When the national economy weakened
in 2002, tax collections dropped accordingly.
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Annual Population Change Since 1960

2.5
. New York
2 —e— United States
1.5
1

0.5

0

Annual Percent Change

05 1970 1980 1990 2000

-1

Source: U.S Census Bureau.

Since the 1950s, New York’s population has grown more sowly than the national
population, and in the last three years has been nearly stagnant. The national population,
for most of this time period, has grown by approximately 1.0 percent annually. New Y ork,
apart from experiencing some population decline during the 1970s, has grown at
approximately 0.5 percent annually, sustained by immigration. After California, New Y ork
has the largest foreign-born population of any state, with one in five New Y orkers born
abroad. Although New York is growing more slowly than the nation, it is still the third
most populous state with approximately 19.3 million residents.

New York State Population by Age
1940 to 2000

001940 #1970 m2000

Population in Millions
w

Under5 5tol19 20to34 35to54 55to 64 65and
Over

Age Group

Source: U.S. Census Bureau

Between 1940 and 2000, the population of New York increased by 41 percent from
13.5 million to 19 million. New Y ork’s populationsin each of the six age groups increased
in size since 1940, although not at a similar pace. During this time period, the 65 years and
over population increased by 166 percent while the 20 to 34 population increased by 15
percent.
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Standard & Poor's General Obligation Bond Ratings
Distribution of State Ratings

241
20
20
16+

12' 9 10 NY

AAA AA+ AA AA- A+ A

Source: Standard & Poor’s.

New York is currently one of among 20 states that are rated AA by Standard & Poor’s.
The average state rating is AA and reflects the general creditworthiness of the state sector.
Relative to New York, Standard & Poor’s currently assigns a lower credit rating to seven
states (Cadlifornia, Kentucky, Louisiana, Michigan, Montana, West Virginia, and
Wisconsin). Therating outlook assigned to New York’s AA rating is stable.

NEW YORK STATE GENERAL OBLIGATION RATING HISTORY

Year S&P Fitch Moody’s
1997 Upgrade A-to A A+ A2

1998 A A+ A2

1999 Upgrade A to A+ A+ A2

2000 Upgrade A+ to AA Upgrade A+ to AA A2

2001 AA AA A2

2002 AA AA A2

2003 AA Downgrade AA to AA- A2

2004 AA AA- Upgrade A2 to Al
2005 AA AA- Upgrade Al to Aa3
2006 AA AA- Aa3

2007 AA AA- Aa3

2008 AA AA- Aa3

Standard & Poor’s has upgraded New Y ork three times since 1997. The most recent
upgrade was in 2000 when it raised the rating two notches from A+ to AA. Fitch currently
assigns New York the AA- rating after downgrading the State in May 2003. Moody’s has
upgraded New York’s credit rating two notches since 2004, from A2 to Aa3, making the
current rating the highest by Moody’sin 30 years.
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CASH FINANCIAL PLAN
GENERAL FUND
2007-2008
(millions of dollars)

Mid-Year Change Executive
Opening fund balance 3,045 0 3,045
Receipts:
Taxes:
Personal income tax 22,697 38 22,735
User taxes and fees 8,506 3) 8,503
Business taxes 6,500 (200) 6,300
Other taxes 1,102 (72) 1,030
Miscellaneous receipts 2,444 0 2,444
Federal Grants 71 0 71
Transfers from other funds:
PIT in excess of Revenue Bond debt service 8,445 4) 8,441
Sales tax in excess of LGAC debt service 2,305 0 2,305
Real estate taxes in excess of CW/CA debt service 636 31 667
All other 681 (8) 673
Total receipts 53,387 (218) 53,169
Disbursements:
Grants to local governments 36,763 (96) 36,667
State operations 9,579 98 9,677
General State charges 4,496 9) 4,487
Transfers to other funds:
Debt service 1,551 6 1,557
Capital projects 112 (19) 93
Other purposes 1,168 (61) 1,107
Total disbursements 53,669 (81) 53,588
Change in fund balance (282) (137) (419)
Closing fund balance 2,763 (137) 2,626
Reserves
Tax Stabilization Reserve Fund 1,031 0 1,031
Statutory Rainy Day Reserve Fund 175 0 175
Contingency Reserve Fund 21 0 21
Community Projects Fund 354 0 354
Debt Reduction Reserve Fund 0 0 0
Labor Settlement Reserve/Other Risks 1,182 137 1,045
Prior Year Reserves 1,203 (140) 1,063
Increase/(Decrease) From Current Year Operations (21) 3 (18)
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CASH FINANCIAL PLAN
GENERAL FUND

Receipts:
Taxes:
Personal income tax
User taxes and fees
Business taxes
Other taxes
Miscellaneous receipts
Federal Grants
Transfers from other funds:

2008-2009

(millions of dollars)

PIT in excess of Revenue Bond debt service

Sales tax in excess of LGAC debt service

Real estate taxes in excess of CW/CA debt service

All other
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Transfers to other funds:
Debt service
Capital projects
Other purposes
Total disbursements

Deposit to/(use of) Community Projects Fund

Deposit to/(use of) Prior Year Reserves

Margin
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Mid-Year Change Executive
23,939 452 24,391
8,805 27 8,832
6,669 585 7,254
1,211 17) 1,194
2,052 186 2,238
55 (14) 41
8,793 (24) 8,769
2,327 (13) 2,314
614 1 615
386 308 694
54,851 1,491 56,342
41,332 528 41,860
10,015 (1,152) 8,863
4,808 (1,672) 3,136
1,687 5 1,692
452 (86) 366
885 (60) 825
59,179 (2,437) 56,742

(63) 0 (63)

0 (337) (337)
(4,265) 4,265 0
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CASH FINANCIAL PLAN
GENERAL FUND
2009-2010
(millions of dollars)

Mid-Year Change Executive
Receipts:
Taxes:
Personal income tax 25,463 434 25,897
User taxes and fees 9,150 (237) 8,913
Business taxes 6,854 962 7,816
Other taxes 1,342 17) 1,325
Miscellaneous receipts 2,163 23 2,186
Federal Grants 55 (55) 0
Transfers from other funds:
PIT in excess of Revenue Bond debt service 9,152 47 9,199
Sales tax in excess of LGAC debt service 2,425 (94) 2,331
Real estate taxes in excess of CW/CA debt service 595 1 596
All other 358 103 461
Total receipts 57,557 1,167 58,724
Disbursements:
Grants to local governments 45,156 763 45,919
State operations 10,415 (1,179) 9,236
General State charges 5,097 (2,291) 3,806
Transfers to other funds:
Debt service 1,676 4 1,680
Capital projects 561 13 574
Other purposes 892 (34) 858
Total disbursements 63,797 (1,724) 62,073
Deposit to/(use of) Community Projects Fund (62) 0 (62)
Margin (6,178) 2,891 (3,287)
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CASH FINANCIAL PLAN

GENERAL FUND

(millions of dollars)

Receipts:
Taxes:
Personal income tax
User taxes and fees
Business taxes
Other taxes
Miscellaneous receipts
Federal Grants
Transfers from other funds:
PIT in excess of Revenue Bond debt service
Sales tax in excess of LGAC debt service

2010-2011

Real estate taxes in excess of CW/CA debt service

All other
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Transfers to other funds:
Debt service
Capital projects
Other purposes
Total disbursements

Deposit to/(use of) Community Projects Fund

Margin
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Mid-Year Change Executive
27,203 212 27,415
9,508 (257) 9,251
6,889 977 7,866
1,425 17) 1,408
2,233 28 2,261
55 (55) 0
9,641 6 9,647
2,534 (98) 2,436
598 1 599
392 68 460
60,478 865 61,343
48,909 924 49,833
10,729 (949) 9,780
5,386 (1,299) 4,087
1,703 3 1,706
966 (36) 930
867 (22) 845
68,560 (1,379) 67,181

(151) 0 (151)
(7,931) 2,244 5,687
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CASH FINANCIAL PLAN

GENERAL FUND
2008-2009 through 2011-2012

(millions of dollars)

Receipts:
Taxes:

Personal income tax
User taxes and fees
Business taxes
Other taxes

Miscellaneous receipts

Federal grants

Transfers from other funds:
PIT in excess of Revenue Bond debt service
Sales tax in excess of LGAC debt service
Real estate taxes in excess of CW/CA debt service
All other transfers
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Transfers to other funds:
Debt service
Capital projects
Other purposes
Total disbursements

Deposit to/(use of) Community Projects Fund
Deposit to/(use of) Prior Year Reserves

Margin

2008-2009 2009-2010 2010-2011 2011-2012
Projected Projected Projected Projected
24,391 25,897 27,415 29,315
8,832 8,913 9,251 9,620
7,254 7,816 7,866 8,218
1,194 1,325 1,408 1,498
2,238 2,186 2,261 2,060
41 0 0 0
8,769 9,199 9,647 10,154
2,314 2,331 2,436 2,556
615 596 599 608
694 461 460 498
56,342 58,724 61,343 64,527
41,860 45,919 49,833 53,013
8,863 9,236 9,780 10,046
3,136 3,806 4,087 4,386
1,692 1,680 1,706 1,673
366 574 930 997
825 858 845 1,312
56,742 62,073 67,181 71,427
(63) (62) 151 (79)
337 0 0 0
0 (3,287) (5,687) (6,821)
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CASH FINANCIAL PLAN
GENERAL FUND
2006-2007 and 2007-2008
(millions of dollars)

Opening fund balance

Receipts:

Taxes:
Personal income tax
User taxes and fees
Business taxes
Other taxes

Miscellaneous receipts

Federal Grants

Transfers from other funds:
PIT in excess of Revenue Bond debt service
Sales tax in excess of LGAC debt service
Real estate taxes in excess of CW/CA debt service
All other
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Transfers to other funds:
Debt service
Capital projects
Other purposes
Total disbursements

Change in fund balance

Closing fund balance

Reserves

Tax Stabilization Reserve Fund

Statutory Rainy Day Reserve Fund

Contingency Reserve Fund

Community Projects Fund

Debt Reduction Reserve Fund

Labor Settlement Reserve/Other Risks
Prior Year Reserves

Increase/(Decrease) From Current Year Operations
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2006-2007 2007-2008 Annual
Actuals Current Change
3,257 3,045 (212)
22,939 22,735 (204)
8,186 8,503 317
6,468 6,300 (168)
1,075 1,030 (45)
2,268 2,444 176
151 71 (80)
7,136 8,441 1,305
2,093 2,305 212
753 667 (86)
310 673 363
51,379 53,169 1,790
34,302 36,667 2,365
9,319 9,677 358
4,403 4,487 84
1,906 1,557 (349)
389 93 (296)
1,272 1,107 (165)
51,591 53,588 1,997
(212) (419) (207)
3,045 2,626 (419)
1,031 1,031 0
0 175 175
21 21 0
278 354 76
0 0 0
1,715 1,045 670
1,715 1,063 (652)
0 (18) (18)
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CASH FINANCIAL PLAN
GENERAL FUND
2007-2008 and 2008-2009
(millions of dollars)

Opening fund balance

Receipts:

Taxes:
Personal income tax
User taxes and fees
Business taxes
Other taxes

Miscellaneous receipts

Federal grants

Transfers from other funds:
PIT in excess of Revenue Bond debt service
Sales tax in excess of LGAC debt service
Real estate taxes in excess of CW/CA debt service
All other transfers
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Transfers to other funds:
Debt service
Capital projects
Other purposes
Total disbursements

Change in fund balance

Closing fund balance

Reserves

Tax Stabilization Reserve Fund
Statutory Rainy Day Reserve Fund
Contingency Reserve Fund
Community Projects Fund

Labor Settlement Reserve/Other Risks
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2007-2008 2008-2009 Annual
Current Recommended Change
3,045 2,626 419
22,735 24,391 1,656
8,503 8,832 329
6,300 7,254 954
1,030 1,194 164
2,444 2,238 (206)

71 41 (30)
8,441 8,769 328
2,305 2,314 9

667 615 (52)
673 694 21
53,169 56,342 3,173
36,667 41,860 5,193
9,677 8,863 (814)
4,487 3,136 (1,351)
0

1,557 1,692 135

93 366 273

1,107 825 (282)
53,588 56,742 3,154
419 (400) 19
1,031 1,031 0
175 175 0
21 21 0
354 291 (63)
1,045 708 (337)
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CASH RECEIPTS
GENERAL FUND
2008-2009 THROUGH 2011-2012
(millions of dollars)

2008-2009 2009-2010 2010-2011 2011-2012

Projected Projected Projected Projected
Personal income tax 24,391 25,897 27,415 29,315
User taxes and fees 8,832 8,913 9,251 9,620
Sales and use tax 8,080 8,125 8,438 8,778
Cigarette and tobacco taxes 437 433 428 428
Motor fuel tax 0 0 0 0
Motor vehicle fees 47 76 105 126
Alcoholic beverages taxes 220 227 232 236
Alcoholic beverage control license fees 48 52 48 52
Auto rental tax 0 0 0 0
Business taxes 7,254 7,816 7,866 8,218
Corporation franchise tax 4,138 4,265 4,258 4,497
Corporation and utilities tax 589 599 608 612
Insurance taxes 1,405 1,466 1,505 1,549
Bank tax 942 928 935 997
Petroleum business tax 180 558 560 563
Other taxes 1,194 1,325 1,408 1,498
Estate tax 1,170 1,301 1,384 1,474
Gift tax 0 0 0 0
Real property gains tax 0 0 0 0
Pari-mutuel taxes 23 23 23 23
Other taxes 1 1 1 1
Total Taxes 41,671 43,951 45,940 48,651
Miscellaneous receipts 2,238 2,186 2,261 2,060
Licenses, fees, etc. 538 537 549 551
Abandoned property 650 600 600 600
Reimbursements 172 170 170 170
Investment income 200 200 200 200
Other transactions 678 679 742 539
Federal Grants 41 0 0 0
Total 43,950 46,137 48,201 50,711
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GENERAL FUND
PERSONAL INCOME TAX COMPONENTS
2008-2009 THROUGH 2011-2012
(millions of dollars)

2008-2009 2009-2010 2010-2011 2011-2012
Projected Projected Projected Projected
Withholdings 30,176 32,093 33,795 36,283
Estimated Payments 12,527 13,481 14,751 15,455
Final Payments 2,211 2,359 2,516 2,682
Delinquencies 947 986 1,027 1,065
Gross Collections 45,861 48,919 52,089 55,485
State/City Offset (604) (684) (758) (841)
Refunds (6,452) (6,475) (6,845) (7,244)
Reported Tax Collections 38,805 41,760 44,486 47,400
STAR (4,713) (5,423) (5,949) (6,235)
RBTF (9,701) (10,440) (11,122) (11,850)
General Fund 24,391 25,897 27,415 29,315
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CURRENT STATE RECEIPTS
GENERAL FUND
2006-2007 and 2007-2008
(millions of dollars)

2006-2007 2007-2008 Annual

Actuals Executive Change

Personal income tax 22,939 22,735 (204)
User taxes and fees 8,186 8,503 317
Sales and use tax 7,539 7,865 326
Cigarette and tobacco taxes 411 407 4)
Motor vehicle fees (16) (21) (5)
Alcoholic beverages taxes 194 200 6
Alcoholic beverage control license fees 58 52 (6)
Business taxes 6,468 6,300 (168)
Corporation franchise tax 3,676 3,575 (101)
Corporation and utilities tax 626 618 (8)
Insurance taxes 1,142 1,176 34
Bank tax 1,024 931 (93)
Other taxes 1,075 1,030 (45)
Estate tax 1,063 1,006 (57)
Gift tax (20) 0 10
Real property gains tax 0 0 0
Pari-mutuel taxes 21 23 2
Other taxes 1 1 0
Total taxes 38,668 38,568 (100)
Miscellaneous receipts 2,268 2,444 176
Federal Grants 151 71 (80)
Total 41,087 41,083 (4)
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GENERAL FUND
PERSONAL INCOME TAX COMPONENTS
2006-2007 and 2007-2008
(millions of dollars)

2006-2007 2007-2008 Annual

Actuals Executive Change

Withholdings 26,802 28,401 1,599
Estimated Payments 10,355 11,697 1,342
Final Payments 2,101 2,116 15
Delinquencies 832 909 77
Gross Collections 40,090 43,123 3,033
State/City Offset (522) (509) 13
Refunds (4,989) (6,063) (1,074)
Reported Tax Collections 34,579 36,551 1,972
STAR (3,994) (4,678) (684)
RBTF (7,646) (9,138) (1,492)
General Fund 22,939 22,735 (204)
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CURRENT STATE RECEIPTS
GENERAL FUND
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual

Current Recommended Change

Personal income tax 22,735 24,391 1,656
User taxes and fees 8,503 8,832 329
Sales and use tax 7,865 8,080 215
Cigarette and tobacco taxes 407 437 30
Motor vehicle fees (21) 47 68
Alcoholic beverages taxes 200 220 20
Alcoholic beverage control license fees 52 48 4)
Business taxes 6,300 7,254 954
Corporation franchise tax 3,575 4,138 563
Corporation and utilities tax 618 589 (29)
Insurance taxes 1,176 1,405 229
Bank tax 931 942 11
Petroleum business tax 0 180 180
Other taxes 1,030 1,194 164
Estate tax 1,006 1,170 164
Gift tax 0 0 0
Real property gains tax 0 0 0
Pari-mutuel taxes 23 23 0
Other taxes 1 1 0
Total taxes 38,568 41,671 3,103
Miscellaneous receipts 2,444 2,238 (206)
Federal Grants 71 41 (30)
Total 41,083 43,950 2,867
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GENERAL FUND
PERSONAL INCOME TAX COMPONENTS
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual

Executive Executive Change

Withholdings 28,401 30,176 1,775
Estimated Payments 11,697 12,527 830
Final Payments 2,116 2,211 95
Delinquencies 909 947 38
Gross Collections 43,123 45,861 2,738
State/City Offset (509) (604) (95)
Refunds (6,063) (6,452) (389)
Reported Tax Collections 36,551 38,805 2,254
STAR (4,678) (4,713) (35)
RBTF (9,138) (9,701) (563)

General Fund 22,735 24,391 1,656
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CASH FINANCIAL PLAN

STATE OPERATING FUNDS BUDGET

Opening fund balance

Receipts:
Taxes
Miscellaneous receipts
Federal grants
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Debt service
Capital projects
Total disbursements

Other financing sources (uses):
Transfers from other funds
Transfers to other funds
Bond and note proceeds
Net other financing sources (uses)

Change in fund balance

Closing fund balance

2006-2007
(millions of dollars)

Special Debt
General Revenue Service (MEMO)
Fund Funds Funds Total
3,257 3,791 221 7,269
38,668 7,109 11,033 56,810
2,268 12,502 848 15,618
151 1 0 152
41,087 19,612 11,881 72,580
34,302 15,216 0 49,518
9,319 5,151 44 14,514
4,403 594 0 4,997
0 0 4,451 4,451
0 9 0 9
48,024 20,970 4,495 73,489
10,292 1,587 5,600 17,479
(3,567) (349) (12,974) (16,890)
0 0 0 0
6,725 1,238 (7,374) 589
(212) (120) 12 (320)
233 6,949

3,045
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CASH FINANCIAL PLAN
STATE OPERATING FUNDS BUDGET
2007-2008
(millions of dollars)

Special Debt
General Revenue Service (MEMO)
Fund Funds Funds Total
Opening fund balance 3,045 3,671 233 6,949
Receipts:
Taxes 38,568 7,794 12,547 58,909
Miscellaneous receipts 2,444 13,596 671 16,711
Federal grants 71 1 0 72
Total receipts 41,083 21,391 13,218 75,692
Disbursements:
Grants to local governments 36,667 16,440 0 53,107
State operations 9,677 5,635 58 15,370
General State charges 4,487 639 0 5,126
Debt service 0 0 4,292 4,292
Capital projects 0 14 0 14
Total disbursements 50,831 22,728 4,350 77,909
Other financing sources (uses):
Transfers from other funds 12,086 1,311 5,680 19,077
Transfers to other funds (2,757) (795) (14,503) (18,055)
Bond and note proceeds 0 0 0 0
Net other financing sources (uses) 9,329 516 (8,823) 1,022
Change in fund balance (419) (821) 45 (1,195)
Closing fund balance 2,626 2,850 278 5,754
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CASH FINANCIAL PLAN

STATE OPERATING FUNDS BUDGET

Opening fund balance

Receipts:
Taxes
Miscellaneous receipts
Federal grants
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Debt service
Capital projects
Total disbursements

Other financing sources (uses):
Transfers from other funds
Transfers to other funds

Bond and note proceeds
Net other financing sources (uses)

Deposit to/(use of) Community Projects Fund
Deposit to/(use of) Prior Year Reserves
Change in fund balance

Closing fund balance

2008-2009
(millions of dollars)

Special Debt
General Revenue Service (MEMO)
Fund Funds Funds Total
0 2,850 278 3,128
41,671 8,023 13,123 62,817
2,238 14,259 684 17,181
41 1 0 42
43,950 22,283 13,807 80,040
41,860 14,811 0 56,671
8,863 6,956 62 15,881
3,136 1,496 0 4,632
0 0 4,628 4,628
0 13 0 13
53,859 23,276 4,690 81,825
12,392 1,292 5,764 19,448
(2,883) (790) (14,852) (18,525)
0 0 0 0
9,509 502 (9,088) 923
(63) 0 0 (63)
(337) 0 0 (337)
0 (491) 29 (462)
0 307 2,666
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Opening fund balance

Receipts:
Taxes
Miscellaneous receipts
Federal grants
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Debt service
Capital projects
Total disbursements

Other financing sources (uses):
Transfers from other funds
Transfers to other funds
Bond and note proceeds
Net other financing sources (uses)

Deposit to/(use of) Community Projects Fund
Change in fund balance

Closing fund balance

CASH FINANCIAL PLAN
STATE OPERATING FUNDS BUDGET

2009-2010

(millions of dollars)

Special Debt
General Revenue Service (MEMO)
Fund Funds Funds Total
0 2,359 307 2,666
43,951 8,797 13,855 66,603
2,186 14,136 687 17,009
0 1 0 1
46,137 22,934 14,542 83,613
45,919 15,707 0 61,626
9,236 7,225 62 16,523
3,806 1,116 0 4,922
0 0 5,106 5,106
0 3 0 3
58,961 24,051 5,168 88,180
12,587 1,327 5,897 19,811
(3,112) (662) (15,261) (19,035)
0 0 0 0
9,475 665 (9,364) 776
(62) 0 0 (62)
(3,287) (452) 10 (3,729)
(3,287) 1,907 317 (1,063)
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CASH FINANCIAL PLAN

STATE OPERATING FUNDS BUDGET

Opening fund balance

Receipts:
Taxes
Miscellaneous receipts
Federal grants
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Debt service
Capital projects
Total disbursements

Other financing sources (uses):
Transfers from other funds
Transfers to other funds
Bond and note proceeds
Net other financing sources (uses)

Deposit to/(use of) Community Projects Fund

Change in fund balance

Closing fund balance

2010-2011
(millions of dollars)

Special Debt
General Revenue Service (MEMO)
Fund Funds Funds Total
0 1,907 317 2,224
45,940 9,348 14,642 69,930
2,261 14,651 687 17,599
0 1 0 1
48,201 24,000 15,329 87,530
49,833 16,496 0 66,329
9,780 7,311 62 17,153
4,087 1,075 0 5,162
0 0 5,737 5,737
0 2 0 2
63,700 24,884 5,799 94,383
13,142 1,309 6,327 20,778
(3,481) (749) (15,861) (20,091)
0 0 0 0
9,661 560 (9,534) 687
(151) 0 0 (151)
(5,687) (324) (4) (6,015)
(5,687) 1,583 313 (3,791)
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CASH FINANCIAL PLAN
STATE OPERATING FUNDS BUDGET
2011-2012
(millions of dollars)

Special Debt
General Revenue Service (MEMO)
Fund Funds Funds Total
Opening fund balance 0 1,583 313 1,896
Receipts:
Taxes 48,651 9,719 15,483 73,853
Miscellaneous receipts 2,060 14,964 686 17,710
Federal grants 0 1 0 1
Total receipts 50,711 24,684 16,169 91,564
Disbursements:
Grants to local governments 53,013 17,392 0 70,405
State operations 10,046 7,376 62 17,484
General State charges 4,386 1,109 0 5,495
Debt service 0 0 6,064 6,064
Capital projects 0 2 0 2
Total disbursements 67,445 25,879 6,126 99,450
Other financing sources (uses):
Transfers from other funds 13,816 1,767 6,428 22,011
Transfers to other funds (3,982) (759) (16,511) (21,252)
Bond and note proceeds 0 0 0 0
Net other financing sources (uses) 9,834 1,008 (10,083) 759
Deposit to/(use of) Community Projects Fund (79) 0 0 (79)
Change in fund balance (6,821) (187) (40) (7,048)
Closing fund balance (6,821) 1,396 273 (5,152)
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CASH FINANCIAL PLAN
STATE OPERATING FUNDS BUDGET
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual
Current Recommended Change
Opening fund balance 6,949 5,754 (1,195)
Receipts:
Taxes 58,909 62,817 3,908
Miscellaneous receipts 16,711 17,181 470
Federal grants 72 42 (30)
Total receipts 75,692 80,040 4,348
Disbursements:
Grants to local governments 53,107 56,671 3,564
State operations 15,370 15,881 511
General State charges 5,126 4,632 (494)
Debt service 4,292 4,628 336
Capital projects 14 13 (2)
Total disbursements 77,909 81,825 3,916
Other financing sources (uses):
Transfers from other funds 19,077 19,448 371
Transfers to other funds (18,055) (18,525) (470)
Bond and note proceeds 0 0 0
Net other financing sources (uses) 1,022 923 (99)
Change in fund balance (1,195) 862 333
Closing fund balance 5,754 4,892 862
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CASH FINANCIAL PLAN
CAPITAL PROJECTS FUNDS
2006-2007
(millions of dollars)

State Federal Total

Opening fund balance (450) (198) (648)
Receipts:
Taxes 1,929 0 1,929
Miscellaneous receipts 2,246 1 2,247
Federal grants 0 1,738 1,738

Total receipts 4,175 1,739 5,914
Disbursements:
Grants to local governments 359 371 730
State operations 0 0 0
General State charges 0 0 0
Debt service 0 0 0
Capital projects 3,463 1,366 4,829

Total disbursements 3,822 1,737 5,559
Other financing sources (uses):
Transfers from other funds 454 0 454
Transfers to other funds (766) (8) (774)
Bond and note proceeds 181 0 181

Net other financing sources (uses) (131) (8) (139)
Change in fund balance 222 (6) 216
Closing fund balance (228) (204) (432)
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CASH FINANCIAL PLAN
CAPITAL PROJECTS FUNDS
2007-2008
(millions of dollars)

State Federal Total

Opening fund balance (228) (204) (432)
Receipts:
Taxes 2,017 0 2,017
Miscellaneous receipts 3,211 0 3,211
Federal grants 0 1,859 1,859

Total receipts 5,228 1,859 7,087
Disbursements:
Grants to local governments 461 142 603
State operations 0 0 0
General State charges 0 0 0
Debt service 0 0 0
Capital projects 4,299 1,743 6,042

Total disbursements 4,760 1,885 6,645
Other financing sources (uses):
Transfers from other funds 252 0 252
Transfers to other funds (930) (13) (943)
Bond and note proceeds 298 0 298

Net other financing sources (uses) (380) (13) (393)
Change in fund balance 88 (39) 49
Closing fund balance (140) (243) (383)
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CASH FINANCIAL PLAN
CAPITAL PROJECTS FUNDS
2008-2009
(millions of dollars)

State Federal Total

Opening fund balance (140) (243) (383)
Receipts:
Taxes 2,095 0 2,095
Miscellaneous receipts 3,979 0 3,979
Federal grants 0 2,010 2,010

Total receipts 6,074 2,010 8,084
Disbursements:
Grants to local governments 449 166 615
State operations 0 0 0
General State charges 0 0 0
Debt service 0 0 0
Capital projects 5,505 1,807 7,312

Total disbursements 5,954 1,973 7,927
Other financing sources (uses):
Transfers from other funds 607 0 607
Transfers to other funds (1,195) (18) (1,213)
Bond and note proceeds 457 0 457

Net other financing sources (uses) (131) (18) (149)
Change in fund balance (11) 19 8
Closing fund balance (151) (224) (375)
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CASH FINANCIAL PLAN
CAPITAL PROJECTS FUNDS
2009-2010
(millions of dollars)

State Federal Total

Opening fund balance (151) (224) (375)
Receipts:
Taxes 2,199 0 2,199
Miscellaneous receipts 4,155 0 4,155
Federal grants 0 2,044 2,044

Total receipts 6,354 2,044 8,398
Disbursements:
Grants to local governments 481 166 647
State operations 0 0 0
General State charges 0 0 0
Debt service 0 0 0
Capital projects 5,962 1,833 7,795

Total disbursements 6,443 1,999 8,442
Other financing sources (uses):
Transfers from other funds 784 0 784
Transfers to other funds (1,125) (18) (1,143)
Bond and note proceeds 608 0 608

Net other financing sources (uses) 267 (18) 249
Change in fund balance 178 27 205
Closing fund balance 27 (197) (170)
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CASH FINANCIAL PLAN
CAPITAL PROJECTS FUNDS
2010-2011
(millions of dollars)

State Federal Total

Opening fund balance 27 (197) (170)
Receipts:
Taxes 2,196 0 2,196
Miscellaneous receipts 4,087 0 4,087
Federal grants 0 1,989 1,989

Total receipts 6,283 1,989 8,272
Disbursements:
Grants to local governments 452 166 618
State operations 0 0 0
General State charges 0 0 0
Debt service 0 0 0
Capital projects 6,065 1,765 7,830

Total disbursements 6,517 1,931 8,448
Other financing sources (uses):
Transfers from other funds 1,219 0 1,219
Transfers to other funds (1,465) (14) (1,479)
Bond and note proceeds 655 0 655

Net other financing sources (uses) 409 (14) 395
Change in fund balance 175 44 219
Closing fund balance 202 (153) 49
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CASH FINANCIAL PLAN
CAPITAL PROJECTS FUNDS
2011-2012
(millions of dollars)

State Federal Total

Opening fund balance 202 (153) 49
Receipts:
Taxes 2,221 0 2,221
Miscellaneous receipts 3,695 0 3,695
Federal grants 0 1,945 1,945

Total receipts 5,916 1,945 7,861
Disbursements:
Grants to local governments 472 166 638
State operations 0 0 0
General State charges 0 0 0
Debt service 0 0 0
Capital projects 5,488 1,728 7,216

Total disbursements 5,960 1,894 7,854
Other financing sources (uses):
Transfers from other funds 1,245 0 1,245
Transfers to other funds (1,549) (14) (1,563)
Bond and note proceeds 514 0 514

Net other financing sources (uses) 210 (14) 196
Change in fund balance 166 37 203
Closing fund balance 368 (116) 252
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CASH FINANCIAL PLAN
CAPITAL PROJECTS FUNDS
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual
Current Recommended Change
Opening fund balance 432 (383) 49
Receipts:
Taxes 2,017 2,095 78
Miscellaneous receipts 3,211 3,979 768
Federal grants 1,859 2,010 151
Total receipts 7,087 8,084 997
Disbursements:
Grants to local governments 603 615 12
State operations 0 0 0
General State charges 0 0 0
Debt service 0 0 0
Capital projects 6,042 7,312 1,270
Total disbursements 6,645 7,927 1,282
Other financing sources (uses):
Transfers from other funds 252 607 355
Transfers to other funds (943) (1,213) (270)
Bond and note proceeds 298 457 (457)
Net other financing sources (uses) 393 (149) (372)
Change in fund balance 49 8 657
Closing fund balance 383 (375) 608
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CASH RECEIPTS

CAPITAL PROJECTS FUNDS
2008-2009 THROUGH 2011-2012
(millions of dollars)

2008-2009 2009-2010 2010-2011 2011-2012

Projected Projected Projected Projected
User taxes and fees 1,042 794 786 807
Motor fuel tax 277 0 0 0
Motor vehicle fees 553 563 550 562
Highway use tax 161 178 181 188
Auto rental tax 51 53 55 57
Business taxes 816 1,118 1,123 1,127
Corporation and utilities tax 17 17 17 17
Petroleum business tax 799 1,101 1,106 1,110
Other taxes 237 287 287 287
Real estate transfer tax 237 287 287 287
Total Taxes 2,095 2,199 2,196 2,221
Miscellaneous receipts 3,979 4,155 4,087 3,695
Authority bond proceeds 3,637 3,714 3,651 3,268
State park fees 103 59 24 24
Environmental revenues 77 103 103 103
All other 162 279 309 300
Federal grants 2,010 2,044 1,989 1,945
Total 8,084 8,398 8,272 7,861
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CASH RECEIPTS
CAPITAL PROJECTS FUNDS
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual

Current Recommended Change

User taxes and fees 1,163 1,042 (121)
Motor fuel tax 405 277 (128)
Motor vehicle fees 562 553 9)
Highway use tax 147 161 14
Auto rental tax 49 51 2
Business taxes 642 816 174
Corporation and utilities tax 17 17 0
Petroleum business tax 625 799 174
Other taxes 212 237 25
Real estate transfer tax 212 237 25
Total Taxes 2,017 2,095 78
Miscellaneous receipts 3,211 3,979 768
Authority bond proceeds 2,931 3,637 706
State park fees 27 103 76
Environmental revenues 51 77 26
All other 202 162 (40)
Federal grants 1,859 2,010 151
Total 7,087 8,084 997
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CASH FINANCIAL PLAN
ALL GOVERNMENTAL FUNDS
2006-2007
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 3,257 4,238 (648) 221 7,068
Receipts:
Taxes 38,668 7,109 1,929 11,033 58,739
Miscellaneous receipts 2,268 12,715 2,247 848 18,078
Federal grants 151 33,690 1,738 0 35,579
Total receipts 41,087 53,514 5,914 11,881 112,396
Disbursements:
Grants to local governments 34,302 45,693 730 0 80,725
State operations 9,319 8,164 0 44 17,527
General State charges 4,403 820 0 0 5,223
Debt service 0 0 0 4,451 4,451
Capital projects 0 9 4,829 0 4,838
Total disbursements 48,024 54,686 5,559 4,495 112,764
Other financing sources (uses):
Transfers from other funds 10,292 3,857 454 5,600 20,203
Transfers to other funds (3,567) (2,916) (774) (12,974) (20,231)
Bond and note proceeds 0 0 181 0 181
Net other financing sources (uses) 6,725 941 (139) (7,374) 153
Change in fund balance (212) (231) 216 12 (215)
Closing fund balance 3,045 4,007 (432) 233 6,853

215



FINANCIAL PLAN TABLES

CASH FINANCIAL PLAN
ALL GOVERNMENTAL FUNDS
2007-2008
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 3,045 4,007 (432) 233 6,853
Receipts:
Taxes 38,568 7,794 2,017 12,547 60,926
Miscellaneous receipts 2,444 13,741 3,211 671 20,067
Federal grants 71 33,911 1,859 0 35,841
Total receipts 41,083 55,446 7,087 13,218 116,834
Disbursements:
Grants to local governments 36,667 46,696 603 0 83,966
State operations 9,677 8,895 0 58 18,630
General State charges 4,487 882 0 0 5,369
Debt service 0 0 0 4,292 4,292
Capital projects 0 15 6,042 0 6,057
Total disbursements 50,831 56,488 6,645 4,350 118,314
Other financing sources (uses):
Transfers from other funds 12,086 3,804 252 5,680 21,822
Transfers to other funds (2,757) (3,653) (943) (14,503) (21,856)
Bond and note proceeds 0 0 298 0 298
Net other financing sources (uses) 9,329 151 (393) (8,823) 264
Change in fund balance (419) (891) 49 45 (1,216)
Closing fund balance 2,626 3,116 (383) 278 5,637
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CASH FINANCIAL PLAN
ALL GOVERNMENTAL FUNDS
2008-2009
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 0 3,116 (383) 278 3,011
Receipts:
Taxes 41,671 8,023 2,095 13,123 64,912
Miscellaneous receipts 2,238 14,409 3,979 684 21,310
Federal grants 41 34,832 2,010 0 36,883
Total receipts 43,950 57,264 8,084 13,807 123,105
Disbursements:
Grants to local governments 41,860 44,952 615 0 87,427
State operations 8,863 10,467 0 62 19,392
General State charges 3,136 2,420 0 0 5,556
Debt service 0 0 0 4,628 4,628
Capital projects 0 14 7,312 0 7,326
Total disbursements 53,859 57,853 7,927 4,690 124,329
Other financing sources (uses):
Transfers from other funds 12,392 3,854 607 5,764 22,617
Transfers to other funds (2,883) (3,758) (1,213) (14,852) (22,706)
Bond and note proceeds 0 0 457 0 457
Net other financing sources (uses) 9,509 96 (149) (9,088) 368
Deposit to/(use of) Community Projects Fund (63) 0 0 0 (63)
Deposit to/(use of) Prior Year Reserves (337) 0 0 0 (337)
Change in fund balance 0 (493) 8 29 (456)
Closing fund balance 0 2,623 (375) 307 2,555
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CASH FINANCIAL PLAN
ALL GOVERNMENTAL FUNDS
2009-2010
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 0 2,623 (375) 307 2,555
Receipts:
Taxes 43,951 8,797 2,199 13,855 68,802
Miscellaneous receipts 2,186 14,277 4,155 687 21,305
Federal grants 0 36,031 2,044 0 38,075
Total receipts 46,137 59,105 8,398 14,542 128,182
Disbursements:
Grants to local governments 45,919 47,123 647 0 93,689
State operations 9,236 10,561 0 62 19,859
General State charges 3,806 2,067 0 0 5,873
Debt service 0 0 0 5,106 5,106
Capital projects 0 4 7,795 0 7,799
Total disbursements 58,961 59,755 8,442 5,168 132,326
Other financing sources (uses):
Transfers from other funds 12,587 3,867 784 5,897 23,135
Transfers to other funds (3,112) (3,647) (1,143) (15,261) (23,163)
Bond and note proceeds 0 0 608 0 608
Net other financing sources (uses) 9,475 220 249 (9,364) 580
Deposit to/(use of) Community Projects Fund (62) 0 0 0 (62)
Change in fund balance (3,287) (430) 205 10 (3,502)
Closing fund balance (3,287) 2,193 (170) 317 (947)
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CASH FINANCIAL PLAN
ALL GOVERNMENTAL FUNDS
2010-2011
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 0 2,193 (270) 317 2,340
Receipts:
Taxes 45,940 9,348 2,196 14,642 72,126
Miscellaneous receipts 2,261 14,791 4,087 687 21,826
Federal grants 0 37,347 1,989 0 39,336
Total receipts 48,201 61,486 8,272 15,329 133,288
Disbursements:
Grants to local governments 49,833 49,034 618 0 99,485
State operations 9,780 10,756 0 62 20,598
General State charges 4,087 2,082 0 0 6,169
Debt service 0 0 0 5,737 5,737
Capital projects 0 3 7,830 0 7,833
Total disbursements 63,700 61,875 8,448 5,799 139,822
Other financing sources (uses):
Transfers from other funds 13,142 3,895 1,219 6,327 24,583
Transfers to other funds (3,481) (3,795) (1,479) (15,861) (24,616)
Bond and note proceeds 0 0 655 0 655
Net other financing sources (uses) 9,661 100 395 (9,534) 622
Deposit to/(use of) Community Projects Fund (151) 0 0 0 (151)
Change in fund balance (5,687) (289) 219 (4) (5,761)
Closing fund balance (5,687) 1,904 49 313 (3,421)
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CASH FINANCIAL PLAN
ALL GOVERNMENTAL FUNDS
2011-2012
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 0 1,904 49 313 2,266
Receipts:
Taxes 48,651 9,719 2,221 15,483 76,074
Miscellaneous receipts 2,060 15,106 3,695 686 21,547
Federal grants 0 38,703 1,945 0 40,648
Total receipts 50,711 63,528 7,861 16,169 138,269
Disbursements:
Grants to local governments 53,013 51,204 638 0 104,855
State operations 10,046 10,858 0 62 20,966
General State charges 4,386 2,171 0 0 6,557
Debt service 0 0 0 6,064 6,064
Capital projects 0 3 7,216 0 7,219
Total disbursements 67,445 64,236 7,854 6,126 145,661
Other financing sources (uses):
Transfers from other funds 13,816 4,375 1,245 6,428 25,864
Transfers to other funds (3,982) (3,819) (1,563) (16,511) (25,875)
Bond and note proceeds 0 0 514 0 514
Net other financing sources (uses) 9,834 556 196 (10,083) 503
Deposit to/(use of) Community Projects Fund (79) 0 0 0 (79)
Change in fund balance (6,821) (152) 203 (40) (6,810)
Closing fund balance (6,821) 1,752 252 273 (4,544)
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CASH FINANCIAL PLAN
ALL GOVERNMENTAL FUNDS
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual
Current Recommended Change
Opening fund balance 6,853 5,637 (1,216)
Receipts:
Taxes 60,926 64,912 3,986
Miscellaneous receipts 20,067 21,310 1,243
Federal grants 35,841 36,883 1,042
Total receipts 116,834 123,105 6,271
Disbursements:
Grants to local governments 83,966 87,427 3,461
State operations 18,630 19,392 762
General State charges 5,369 5,556 187
Debt service 4,292 4,628 336
Capital projects 6,057 7,326 1,269
Total disbursements 118,314 124,329 6,015
Other financing sources (uses):
Transfers from other funds 21,822 22,617 795
Transfers to other funds (21,856) (22,706) (850)
Bond and note proceeds 298 457 159
Net other financing sources (uses) 264 368 104
Change in fund balance (1,216) (856) 360
Closing fund balance 5,637 4,781 856
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CASH RECEIPTS

ALL GOVERNMENTAL FUNDS
2006-2007

(millions of dollars)

Special Capital Debt
General Revenue Projects Service

Fund Funds Funds Funds Total
Personal income tax 22,939 3,994 0 7,647 34,580
User taxes and fees 8,186 1,598 1,161 2,511 13,456
Sales and use tax 7,539 688 0 2,511 10,738
Cigarette and tobacco taxes 411 574 0 0 985
Motor fuel tax 0 108 406 0 514
Motor vehicle fees (16) 228 557 0 769
Alcoholic beverages taxes 194 0 0 0 194
Highway Use tax 0 0 153 0 153
Alcoholic beverage control license fees 58 0 0 0 58
Auto rental tax 0 0 45 0 45
Business taxes 6,468 1,517 621 0 8,606
Corporation franchise tax 3,676 551 0 0 4,227
Corporation and utilities tax 626 178 17 0 821
Insurance taxes 1,142 116 0 0 1,258
Bank tax 1,024 186 0 0 1,210
Petroleum business tax 0 486 604 0 1,090
Other taxes 1,075 0 147 875 2,097
Estate tax 1,063 0 0 0 1,063
Gift tax (10) 0 0 0 (10)
Real property gains tax 0 0 0 0 0
Real estate transfer tax 0 0 147 875 1,022
Pari-mutuel taxes 21 0 0 0 21
Other taxes 1 0 0 0 1
Total Taxes 38,668 7,109 1,929 11,033 58,739
Miscellaneous receipts 2,268 12,715 2,247 848 18,078
Federal grants 151 33,690 1,738 0 35,579
Total 41,087 53,514 5,914 11,881 112,396
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CASH RECEIPTS
ALL GOVERNMENTAL FUNDS
2007-2008
(millions of dollars)

Special Capital Debt
General Revenue Projects Service

Fund Funds Funds Funds Total
Personal income tax 22,735 4,678 0 9,138 36,551
User taxes and fees 8,503 1,621 1,163 2,615 13,902
Sales and use tax 7,865 718 0 2,615 11,198
Cigarette and tobacco taxes 407 565 0 0 972
Motor fuel tax 0 107 405 0 512
Motor vehicle fees (21) 231 562 0 772
Alcoholic beverages taxes 200 0 0 0 200
Highway Use tax 0 0 147 0 147
Alcoholic beverage control license fees 52 0 0 0 52
Auto rental tax 0 0 49 0 49
Business taxes 6,300 1,495 642 0 8,437
Corporation franchise tax 3,575 531 0 0 4,106
Corporation and utilities tax 618 181 17 0 816
Insurance taxes 1,176 116 0 0 1,292
Bank tax 931 163 0 0 1,094
Petroleum business tax 0 504 625 0 1,129
Other taxes 1,030 0 212 794 2,036
Estate tax 1,006 0 0 0 1,006
Gift tax 0 0 0 0 0
Real property gains tax 0 0 0 0 0
Real estate transfer tax 0 0 212 794 1,006
Pari-mutuel taxes 23 0 0 0 23
Other taxes 1 0 0 0 1
Total Taxes 38,568 7,794 2,017 12,547 60,926
Miscellaneous receipts 2,444 13,741 3,211 671 20,067
Federal grants 71 33,911 1,859 0 35,841
Total 41,083 55,446 7,087 13,218 116,834
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CASH RECEIPTS
ALL GOVERNMENTAL FUNDS
2008-2009
(millions of dollars)

Special Capital Debt
General Revenue Projects Service

Fund Funds Funds Funds Total
Personal income tax 24,391 4,713 0 9,701 38,805
User taxes and fees 8,832 1,660 1,042 2,684 14,218
Sales and use tax 8,080 742 0 2,684 11,506
Cigarette and tobacco taxes 437 614 0 0 1,051
Motor fuel tax 0 74 277 0 351
Motor vehicle fees a7 230 553 0 830
Alcoholic beverages taxes 220 0 0 0 220
Highway Use tax 0 0 161 0 161
Alcoholic beverage control license fees 48 0 0 0 48
Auto rental tax 0 0 51 0 51
Business taxes 7,254 1,650 816 0 9,720
Corporation franchise tax 4,138 607 0 0 4,745
Corporation and utilities tax 589 181 17 0 787
Insurance taxes 1,405 150 0 0 1,555
Bank tax 942 154 0 0 1,096
Petroleum business tax 180 558 799 0 1,537
Other taxes 1,194 0 237 738 2,169
Estate tax 1,170 0 0 0 1,170
Gift tax 0 0 0 0 0
Real property gains tax 0 0 0 0 0
Real estate transfer tax 0 0 237 738 975
Pari-mutuel taxes 23 0 0 0 23
Other taxes 1 0 0 0 1
Total Taxes 41,671 8,023 2,095 13,123 64,912
Miscellaneous receipts 2,238 14,409 3,979 684 21,310
Federal grants 41 34,832 2,010 0 36,883
Total 43,950 57,264 8,084 13,807 123,105
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CASH RECEIPTS
ALL GOVERNMENTAL FUNDS
2009-2010
(millions of dollars)

Special Capital Debt
General Revenue Projects Service

Fund Funds Funds Funds Total
Personal income tax 25,897 5,423 0 10,440 41,760
User taxes and fees 8,913 1,607 794 2,702 14,016
Sales and use tax 8,125 769 0 2,702 11,596
Cigarette and tobacco taxes 433 607 0 0 1,040
Motor fuel tax 0 0 0 0 0
Motor vehicle fees 76 231 563 0 870
Alcoholic beverages taxes 227 0 0 0 227
Highway Use tax 0 0 178 0 178
Alcoholic beverage control license fees 52 0 0 0 52
Auto rental tax 0 0 53 0 53
Business taxes 7,816 1,767 1,118 0 10,701
Corporation franchise tax 4,265 626 0 0 4,891
Corporation and utilities tax 599 181 17 0 797
Insurance taxes 1,466 159 0 0 1,625
Bank tax 928 148 0 0 1,076
Petroleum business tax 558 653 1,101 0 2,312
Other taxes 1,325 0 287 713 2,325
Estate tax 1,301 0 0 0 1,301
Gift tax 0 0 0 0 0
Real property gains tax 0 0 0 0 0
Real estate transfer tax 0 0 287 713 1,000
Pari-mutuel taxes 23 0 0 0 23
Other taxes 1 0 0 0 1
Total Taxes 43,951 8,797 2,199 13,855 68,802
Miscellaneous receipts 2,186 14,277 4,155 687 21,305
Federal grants 0 36,031 2,044 0 38,075
Total 46,137 59,105 8,398 14,542 128,182
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CASH RECEIPTS

ALL GOVERNMENTAL FUNDS
2010-2011
(millions of dollars)

Special Capital Debt
General Revenue Projects Service

Fund Funds Funds Funds Total
Personal income tax 27,415 5,949 0 11,122 44,486
User taxes and fees 9,251 1,625 786 2,807 14,469
Sales and use tax 8,438 798 0 2,807 12,043
Cigarette and tobacco taxes 428 599 0 0 1,027
Motor fuel tax 0 0 0 0 0
Motor vehicle fees 105 228 550 0 883
Alcoholic beverages taxes 232 0 0 0 232
Highway Use tax 0 0 181 0 181
Alcoholic beverage control license fees 48 0 0 0 48
Auto rental tax 0 0 55 0 55
Business taxes 7,866 1,774 1,123 0 10,763
Corporation franchise tax 4,258 625 0 0 4,883
Corporation and utilities tax 608 182 17 0 807
Insurance taxes 1,505 163 0 0 1,668
Bank tax 935 149 0 0 1,084
Petroleum business tax 560 655 1,106 0 2,321
Other taxes 1,408 0 287 713 2,408
Estate tax 1,384 0 0 0 1,384
Gift tax 0 0 0 0 0
Real property gains tax 0 0 0 0 0
Real estate transfer tax 0 0 287 713 1,000
Pari-mutuel taxes 23 0 0 0 23
Other taxes 1 0 0 0 1
Total Taxes 45,940 9,348 2,196 14,642 72,126
Miscellaneous receipts 2,261 14,791 4,087 687 21,826
Federal grants 0 37,347 1,989 0 39,336
Total 48,201 61,486 8,272 15,329 133,288
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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
Personal income tax 29,315 6,235 0 11,850 47,400
User taxes and fees 9,620 1,658 807 2,920 15,005
Sales and use tax 8,778 829 0 2,920 12,527
Cigarette and tobacco taxes 428 598 0 0 1,026
Motor fuel tax 0 0 0 0 0
Motor vehicle fees 126 231 562 0 919
Alcoholic beverages taxes 236 0 0 0 236
Highway Use tax 0 0 188 0 188
Alcoholic beverage control license fees 52 0 0 0 52
Auto rental tax 0 0 57 0 57
Business taxes 8,218 1,826 1,127 0 11,171
Corporation franchise tax 4,497 659 0 0 5,156
Corporation and utilities tax 612 183 17 0 812
Insurance taxes 1,549 167 0 0 1,716
Bank tax 997 159 0 0 1,156
Petroleum business tax 563 658 1,110 0 2,331
Other taxes 1,498 0 287 713 2,498
Estate tax 1,474 0 0 0 1,474
Gift tax 0 0 0 0 0
Real property gains tax 0 0 0 0 0
Real estate transfer tax 0 0 287 713 1,000
Pari-mutuel taxes 23 0 0 0 23
Other taxes 1 0 0 0 1
Total Taxes 48,651 9,719 2,221 15,483 76,074
Miscellaneous receipts 2,060 15,106 3,695 686 21,547
Federal grants 0 38,703 1,945 0 40,648
Total 50,711 63,528 7,861 16,169 138,269
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CURRENT STATE RECEIPTS
ALL GOVERNMENTAL FUNDS
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual

Current Recommended Change

Personal income tax 36,551 38,805 2,254
User taxes and fees 13,902 14,218 316
Sales and use tax 11,198 11,506 308
Cigarette and tobacco taxes 972 1,051 79
Motor fuel tax 512 351 (161)
Motor vehicle fees 772 830 58
Alcoholic beverages taxes 200 220 20
Highway Use tax 147 161 14
Alcoholic beverage control license fees 52 48 4)
Auto rental tax 49 51 2
Business taxes 8,437 9,720 1,283
Corporation franchise tax 4,106 4,745 639
Corporation and utilities tax 816 787 (29)
Insurance taxes 1,292 1,555 263
Bank tax 1,094 1,096 2
Petroleum business tax 1,129 1,537 408
Other taxes 2,036 2,169 133
Estate tax 1,006 1,170 164
Gift tax 0 0 0
Real property gains tax 0 0 0
Real estate transfer tax 1,006 975 (31)
Pari-mutuel taxes 23 23 0
Other taxes 1 1 0
Total taxes 60,926 64,912 3,986
Miscellaneous receipts 20,067 21,310 1,243
Federal Grants 35,841 36,883 1,042
Total 116,834 123,105 6,271
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CASH FINANCIAL PLAN
SPECIAL REVENUE FUNDS

2006-2007
(millions of dollars)

State Federal Total

Opening fund balance 3,791 447 4,238
Receipts:
Taxes 7,109 0 7,109
Miscellaneous receipts 12,502 213 12,715
Federal grants 1 33,689 33,690

Total receipts 19,612 33,902 53,514
Disbursements:
Grants to local governments 15,216 30,477 45,693
State operations 5,151 3,013 8,164
General State charges 594 226 820
Debt service 0 0 0
Capital projects 9 0 9

Total disbursements 20,970 33,716 54,686
Other financing sources (uses):
Transfers from other funds 1,587 2,270 3,857
Transfers to other funds (349) (2,567) (2,916)
Bond and note proceeds 0 0 0

Net other financing sources (uses) 1,238 (297) 941
Change in fund balance (120) (111) (231)
Closing fund balance 3,671 336 4,007
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CASH FINANCIAL PLAN
SPECIAL REVENUE FUNDS

2007-2008
(millions of dollars)

State Federal Total

Opening fund balance 3,671 336 4,007
Receipts:
Taxes 7,794 0 7,794
Miscellaneous receipts 13,596 145 13,741
Federal grants 1 33,910 33,911

Total receipts 21,391 34,055 55,446
Disbursements:
Grants to local governments 16,440 30,256 46,696
State operations 5,635 3,260 8,895
General State charges 639 243 882
Debt service 0 0 0
Capital projects 14 1 15

Total disbursements 22,728 33,760 56,488
Other financing sources (uses):
Transfers from other funds 1,311 2,493 3,804
Transfers to other funds (795) (2,858) (3,653)
Bond and note proceeds 0 0 0

Net other financing sources (uses) 516 (365) 151
Change in fund balance (821) (70) (891)
Closing fund balance 2,850 266 3,116
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CASH FINANCIAL PLAN
SPECIAL REVENUE FUNDS

2008-2009
(millions of dollars)

State Federal Total

Opening fund balance 2,850 266 3,116
Receipts:
Taxes 8,023 0 8,023
Miscellaneous receipts 14,259 150 14,409
Federal grants 1 34,831 34,832

Total receipts 22,283 34,981 57,264
Disbursements:
Grants to local governments 14,811 30,141 44,952
State operations 6,956 3,511 10,467
General State charges 1,496 924 2,420
Debt service 0 0 0
Capital projects 13 1 14

Total disbursements 23,276 34,577 57,853
Other financing sources (uses):
Transfers from other funds 1,292 2,562 3,854
Transfers to other funds (790) (2,968) (3,758)
Bond and note proceeds 0 0 0

Net other financing sources (uses) 502 (406) 96
Change in fund balance (491) 2) (493)
Closing fund balance 2,359 264 2,623
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CASH FINANCIAL PLAN
SPECIAL REVENUE FUNDS

2009-2010
(millions of dollars)

State Federal Total

Opening fund balance 2,359 264 2,623
Receipts:
Taxes 8,797 0 8,797
Miscellaneous receipts 14,136 141 14,277
Federal grants 1 36,030 36,031

Total receipts 22,934 36,171 59,105
Disbursements:
Grants to local governments 15,707 31,416 47,123
State operations 7,225 3,336 10,561
General State charges 1,116 951 2,067
Debt service 0 0 0
Capital projects 3 1 4

Total disbursements 24,051 35,704 59,755
Other financing sources (uses):
Transfers from other funds 1,327 2,540 3,867
Transfers to other funds (662) (2,985) (3,647)
Bond and note proceeds 0 0 0

Net other financing sources (uses) 665 (445) 220
Change in fund balance (452) 22 (430)
Closing fund balance 1,907 286 2,193
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CASH FINANCIAL PLAN
SPECIAL REVENUE FUNDS

2010-2011
(millions of dollars)

State Federal Total

Opening fund balance 1,907 286 2,193
Receipts:
Taxes 9,348 0 9,348
Miscellaneous receipts 14,651 140 14,791
Federal grants 1 37,346 37,347

Total receipts 24,000 37,486 61,486
Disbursements:
Grants to local governments 16,496 32,538 49,034
State operations 7,311 3,445 10,756
General State charges 1,075 1,007 2,082
Debt service 0 0 0
Capital projects 2 1 3

Total disbursements 24,884 36,991 61,875
Other financing sources (uses):
Transfers from other funds 1,309 2,586 3,895
Transfers to other funds (749) (3,046) (3,795)
Bond and note proceeds 0 0 0

Net other financing sources (uses) 560 (460) 100
Change in fund balance (324) 35 (289)
Closing fund balance 1,583 321 1,904
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CASH FINANCIAL PLAN
SPECIAL REVENUE FUNDS

2011-2012
(millions of dollars)

State Federal Total

Opening fund balance 1,583 321 1,904
Receipts:
Taxes 9,719 0 9,719
Miscellaneous receipts 14,964 142 15,106
Federal grants 1 38,702 38,703

Total receipts 24,684 38,844 63,528
Disbursements:
Grants to local governments 17,392 33,812 51,204
State operations 7,376 3,482 10,858
General State charges 1,109 1,062 2,171
Debt service 0 0 0
Capital projects 2 1 3

Total disbursements 25,879 38,357 64,236
Other financing sources (uses):
Transfers from other funds 1,767 2,608 4,375
Transfers to other funds (759) (3,060) (3,819)
Bond and note proceeds 0 0 0

Net other financing sources (uses) 1,008 (452) 556
Change in fund balance (187) 35 (152)
Closing fund balance 1,396 356 1,752
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CASH FINANCIAL PLAN
SPECIAL REVENUE FUNDS
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual
Current Recommended Change
Opening fund balance 4,007 3,116 (891)
Receipts:
Taxes 7,794 8,023 229
Miscellaneous receipts 13,741 14,409 668
Federal grants 33,911 34,832 921
Total receipts 55,446 57,264 1,818
Disbursements:
Grants to local governments 46,696 44,952 (1,744)
State operations 8,895 10,467 1,572
General State charges 882 2,420 1,538
Debt service 0 0 0
Capital projects 15 14 1)
Total disbursements 56,488 57,853 1,365
Other financing sources (uses):
Transfers from other funds 3,804 3,854 50
Transfers to other funds (3,653) (3,758) (105)
Bond and note proceeds 0 0 0
Net other financing sources (uses) 151 96 (55)
Change in fund balance 891 493 398
Closing fund balance 3,116 2,623 493
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CASH RECEIPTS

SPECIAL REVENUE FUNDS
2008-2009 THROUGH 2011-2012
(millions of dollars)

2008-2009 2009-2010 2010-2011 2011-2012

Projected Projected Projected Projected
Personal income tax 4,713 5,423 5,949 6,235
User taxes and fees 1,660 1,607 1,625 1,658
Sales and use tax 742 769 798 829
Cigarette and tobacco taxes 614 607 599 598
Motor fuel tax 74 0 0 0
Motor vehicle fees 230 231 228 231
Business taxes 1,650 1,767 1,774 1,826
Corporation franchise tax 607 626 625 659
Corporation and utilities tax 181 181 182 183
Insurance taxes 150 159 163 167
Bank tax 154 148 149 159
Petroleum business tax 558 653 655 658
Total Taxes 8,023 8,797 9,348 9,719
Miscellaneous receipts 14,409 14,277 14,791 15,106
HCRA 4,331 4,079 4,208 4,097
State university income 2,839 2,879 2,912 2,947
Lottery 3,141 3,182 3,499 3,836
Medicaid 485 485 485 485
Industry assessments 561 567 574 577
All other 3,052 3,085 3,113 3,164
Federal grants 34,832 36,031 37,347 38,703
Total 57,264 59,105 61,486 63,528
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Personal income tax

User taxes and fees

Sales and use tax

Cigarette and tobacco taxes
Motor fuel tax

Motor vehicle fees

Business taxes
Corporation franchise tax
Corporation and utilities tax
Insurance taxes

Bank tax

Petroleum business tax

Total Taxes

Miscellaneous receipts
HCRA

State university income
Lottery

Medicaid

Industry assessments
All other

Federal grants

Total

CASH RECEIPTS
SPECIAL REVENUE FUNDS
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual
Current Recommended Change
4,678 4,713 35
1,621 1,660 39
718 742 24
565 614 49
107 74 (33)
231 230 1)
1,495 1,650 155
531 607 76
181 181 0
116 150 34
163 154 9)
504 558 54
7,794 8,023 229
13,741 14,409 668
4,331 4,331 0
2,773 2,839 66
2,800 3,141 341
490 485 (5)
537 561 24
2,810 3,052 242
33,911 34,832 921
55,446 57,264 1,818
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Personal income tax

User taxes and fees
Sales and use tax
Motor fuel tax

Other taxes
Real estate transfer tax

Total Taxes

Miscellaneous receipts
Mental hygiene patient receipts
SUNY dormitory fees

Health patient receipts

All other

Total

CASH RECEIPTS
DEBT SERVICE FUNDS
2008-2009 THROUGH 2011-2012
(millions of dollars)

2008-2009 2009-2010 2010-2011 2011-2012
Projected Projected Projected Projected
9,701 10,440 11,122 11,850
2,684 2,702 2,807 2,920
2,684 2,702 2,807 2,920

0 0 0 0

738 713 713 713

738 713 713 713
13,123 13,855 14,642 15,483
684 687 687 686

233 233 233 233

335 338 341 341

98 98 98 98

18 18 15 14

13,807 14,542 15,329 16,169
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CASH RECEIPTS
DEBT SERVICE FUNDS
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual

Current Recommended Change

Personal income tax 9,138 9,701 563
User taxes and fees 2,615 2,684 69
Sales and use tax 2,615 2,684 69
Motor fuel tax 0 0 0
Other taxes 794 738 (56)
Real estate transfer tax 794 738 (56)
Total Taxes 12,547 13,123 576
Miscellaneous receipts 671 684 13
Mental hygiene patient receipts 228 233 5
SUNY dormitory fees 326 335 9
Health patient receipts 98 98 0
All other 19 18 1)
Total 13,218 13,807 589
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Opening fund balance

Receipts:
Taxes
Miscellaneous receipts
Federal grants
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Debt service
Capital projects
Total disbursements

Other financing sources (uses):
Transfers from other funds
Transfers to other funds
Bond and note proceeds
Net other financing sources (uses)

Change in fund balance

Closing fund balance

CASH FINANCIAL PLAN

STATE FUNDS
2006-2007

(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
3,257 3,791 (450) 221 6,819
38,668 7,109 1,929 11,033 58,739
2,268 12,502 2,246 848 17,864
151 1 0 0 152
41,087 19,612 4,175 11,881 76,755
34,302 15,216 359 0 49,877
9,319 5,151 0 44 14,514
4,403 594 0 0 4,997
0 0 0 4,451 4,451
0 9 3,463 0 3,472
48,024 20,970 3,822 4,495 77,311
10,292 1,587 454 5,600 17,933
(3,567) (349) (766) (12,974) (17,656)
0 0 181 0 181
6,725 1,238 (131) (7,374) 458
(212) (120) 222 12 (98)
3,671 (228) 233 6,721

3,045

240



FINANCIAL PLAN TABLES

Opening fund balance

Receipts:
Taxes
Miscellaneous receipts
Federal grants
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Debt service
Capital projects
Total disbursements

Other financing sources (uses):
Transfers from other funds
Transfers to other funds
Bond and note proceeds
Net other financing sources (uses)

Change in fund balance

Closing fund balance

CASH FINANCIAL PLAN

STATE FUNDS
2007-2008

(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
3,045 3,671 (228) 233 6,721
38,568 7,794 2,017 12,547 60,926
2,444 13,596 3,211 671 19,922
71 1 0 0 72
41,083 21,391 5,228 13,218 80,920
36,667 16,440 461 0 53,568
9,677 5,635 0 58 15,370
4,487 639 0 0 5,126
0 0 0 4,292 4,292
0 14 4,299 0 4,313
50,831 22,728 4,760 4,350 82,669
12,086 1,311 252 5,680 19,329
(2,757) (795) (930) (14,503) (18,985)
0 0 298 0 298
9,329 516 (380) (8,823) 642
(419) (821) 88 45 (1,107)
2,850 (140) 278 5,614

2,626
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Opening fund balance

Receipts:
Taxes
Miscellaneous receipts
Federal grants
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Debt service
Capital projects
Total disbursements

Other financing sources (uses):
Transfers from other funds
Transfers to other funds
Bond and note proceeds
Net other financing sources (uses)

Deposit to/(use of) Community Projects Fund
Change in fund balance

Closing fund balance

CASH FINANCIAL PLAN

STATE FUNDS
2008-2009

(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
0 2,850 (140) 278 2,988
41,671 8,023 2,095 13,123 64,912
2,238 14,259 3,979 684 21,160
41 1 0 0 42
43,950 22,283 6,074 13,807 86,114
41,860 14,811 449 0 57,120
8,863 6,956 0 62 15,881
3,136 1,496 0 0 4,632
0 0 0 4,628 4,628
0 13 5,505 0 5,518
53,859 23,276 5,954 4,690 87,779
12,392 1,292 607 5,764 20,055
(2,883) (790) (1,195) (14,852) (19,720)
0 0 457 0 457
9,509 502 (131) (9,088) 792
(63) 0 0 0 (63)
(337) (491) (11) 29 (810)
(337) 2,359 (151) 307 2,178
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CASH FINANCIAL PLAN
STATE FUNDS
2009-2010
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 0 2,359 (151) 307 2,515
Receipts:
Taxes 43,951 8,797 2,199 13,855 68,802
Miscellaneous receipts 2,186 14,136 4,155 687 21,164
Federal grants 0 1 0 0 1
Total receipts 46,137 22,934 6,354 14,542 89,967
Disbursements:
Grants to local governments 45,919 15,707 481 0 62,107
State operations 9,236 7,225 0 62 16,523
General State charges 3,806 1,116 0 0 4,922
Debt service 0 0 0 5,106 5,106
Capital projects 0 3 5,962 0 5,965
Total disbursements 58,961 24,051 6,443 5,168 94,623
Other financing sources (uses):
Transfers from other funds 12,587 1,327 784 5,897 20,595
Transfers to other funds (3,112) (662) (1,125) (15,261) (20,160)
Bond and note proceeds 0 0 608 0 608
Net other financing sources (uses) 9,475 665 267 (9,364) 1,043
Deposit to/(use of) Community Projects Fund (62) 0 0 0 (62)
Change in fund balance (3,287) (452) 178 10 (3,551)
Closing fund balance (3,287) 1,907 27 317 (1,036)
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Opening fund balance

Receipts:
Taxes
Miscellaneous receipts
Federal grants
Total receipts

Disbursements:
Grants to local governments
State operations
General State charges
Debt service
Capital projects
Total disbursements

Other financing sources (uses):
Transfers from other funds
Transfers to other funds
Bond and note proceeds
Net other financing sources (uses)

Deposit to/(use of) Community Projects Fund

Change in fund balance

Closing fund balance

CASH FINANCIAL PLAN

STATE FUNDS
2010-2011

(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
0 1,907 27 317 2,251
45,940 9,348 2,196 14,642 72,126
2,261 14,651 4,087 687 21,686
0 1 0 0 1
48,201 24,000 6,283 15,329 93,813
49,833 16,496 452 0 66,781
9,780 7,311 0 62 17,153
4,087 1,075 0 0 5,162
0 0 0 5,737 5,737
0 2 6,065 0 6,067
63,700 24,884 6,517 5,799 100,900
13,142 1,309 1,219 6,327 21,997
(3,481) (749) (1,465) (15,861) (21,556)
0 0 655 0 655
9,661 560 409 (9,534) 1,096
(151) 0 0 0 (151)
(5,687) (324) 175 (4) (5,840)
(5,687) 1,583 202 313 (3,589)
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CASH FINANCIAL PLAN
STATE FUNDS
2011-2012
(millions of dollars)

Special Capital Debt
General Revenue Projects Service (MEMO)
Fund Funds Funds Funds Total
Opening fund balance 0 1,583 202 313 2,098
Receipts:
Taxes 48,651 9,719 2,221 15,483 76,074
Miscellaneous receipts 2,060 14,964 3,695 686 21,405
Federal grants 0 1 0 0 1
Total receipts 50,711 24,684 5,916 16,169 97,480
Disbursements:
Grants to local governments 53,013 17,392 472 0 70,877
State operations 10,046 7,376 0 62 17,484
General State charges 4,386 1,109 0 0 5,495
Debt service 0 0 0 6,064 6,064
Capital projects 0 2 5,488 0 5,490
Total disbursements 67,445 25,879 5,960 6,126 105,410
Other financing sources (uses):
Transfers from other funds 13,816 1,767 1,245 6,428 23,256
Transfers to other funds (3,982) (759) (1,549) (16,511) (22,801)
Bond and note proceeds 0 0 514 0 514
Net other financing sources (uses) 9,834 1,008 210 (10,083) 969
Deposit to/(use of) Community Projects Fund (79) 0 0 0 (79)
Change in fund balance (6,821) (187) 166 (40) (6,882)
Closing fund balance (6,821) 1,396 368 273 (4,784)
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CASH FINANCIAL PLAN
STATE FUNDS
2007-2008 and 2008-2009
(millions of dollars)

2007-2008 2008-2009 Annual
Current Recommended Change
Opening fund balance 6,721 5,614 (1,107)
Receipts:
Taxes 60,926 64,912 3,986
Miscellaneous receipts 19,922 21,160 1,238
Federal grants 72 42 (30)
Total receipts 80,920 86,114 5,194
Disbursements:
Grants to local governments 53,568 57,120 3,552
State operations 15,370 15,881 511
General State charges 5,126 4,632 (494)
Debt service 4,292 4,628 336
Capital projects 4,313 5,518 1,205
Total disbursements 82,669 87,779 5,110
Other financing sources (uses):
Transfers from other funds 19,329 20,055 726
Transfers to other funds (18,985) (19,720) (735)
Bond and note proceeds 298 457 159
Net other financing sources (uses) 642 792 150
Change in fund balance (1,107) 873 234
Closing fund balance 5,614 4,741 873
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