Update to Annual Information Statement (AIS)

State of New York
November 3, 2009

This quarterly update (the “AlS Update”) is the second quarterly update to the Annual Information
Statement of the State of New York, dated May 15, 2009 (the “AIS”) and contains information only
through November 3, 2009. This AIS Update should be read in its entirety, together with the AlS.

In this AIS Update, readers will find:

1. Extracts from the Mid-Year Update to the 2009-10 Financial Plan (the “Updated Financial
Plan”), which the Division of the Budget (“DOB”) issued on October 30, 2009. The
Updated Financial Plan includes (a) a summary of recent events and changes to the Financial
Plan made since the first quarterly update to the AIS dated July 30, 2009 (the "First
Quarterly Update™), (b) revised Financial Plan projections for fiscal years 2009-10 through
2012-13, (c) operating results for the first half of fiscal year 2009-10, (d) an updated
economic forecast, (e) the Generally Accepted Accounting Principles (GAAP)-basis
Financial Plan projections for 2009-10, and (f) a summary on debt and capital management.
The Updated Financial Plan is available on the DOB website, www.budget.state.ny.us.

2. A discussion of special considerations related to the State Financial Plan for fiscal year
2009-10.

3. A summary of GAAP-basis results for the 2008-09 fiscal year (the full statements are
available on the State Comptroller’s website, Www.0sc.State.ny.us).

4. Updated information regarding the State Retirement Systems.

5. The status of significant litigation that has the potential to adversely affect the State’s
finances.

DOB is responsible for preparing the State’s Financial Plan and presenting the information that
appears in this AIS Update on behalf of the State. In preparing this AIS Update, DOB has utilized
significant portions of the Updated Financial Plan, but has also relied on information drawn from other
sources, such as the Office of the State Comptroller (“OSC”), that it believes to be reliable. Information
relating to matters described in the section entitled "Litigation™ is furnished by the State Office of the
Attorney General.

During the current fiscal year, the Governor, the State Comptroller, State legislators, and others may
issue statements or reports that contain predictions, projections or other information relating to the State's
financial condition, including potential operating results for the current fiscal year and projected baseline
gaps for future fiscal years that may vary materially from the information provided in the AIS. Investors
and other market participants should, however, refer to the AlS, as updated, or supplemented, for the most
current official information regarding the financial condition of the State.

The State may issue AIS supplements or other disclosure notices to this AIS Update as events
warrant. The State intends to announce publicly whenever an update or a supplement is issued. The State
may choose to incorporate by reference all or a portion of this AIS Update in Official Statements or
related disclosure documents for State or State-supported debt issuance. The State has filed this AIS
Update with the Municipal Securities Rulemaking Board (MSRB) through its Electronic Municipal
Market Access (EMMA) system. Effective July 1, 2009, pursuant to Rule 15¢2-12 promulgated by the
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Securities and Exchange Commission under the Securities Exchange Act of 1934, as amended, the MSRB
is designated as the sole repository for the electronic filing of all primary and secondary market
disclosure.  An electronic copy of this AIS Update can be accessed through the EMMA at
www.emma.msrb.org. An official copy of this AIS Update may be obtained by contacting the New York
State Division of the Budget, State Capitol, Albany, NY 12224, Tel: (518) 473-8705..

Usage Notice

This AIS Update has been supplied by the State pursuant to its contractual obligations under various
continuing disclosure agreements (each, a "CDA") entered into by the State in connection with financings
of certain issuers, including public authorities of the State, that may depend in whole or in part on State
appropriations as sources of payment of their respective bonds, notes or other obligations.

An informational copy of this AIS Update is available on the DOB website
(www.budget.state.ny.us). The availability of this AIS Update in electronic form at DOB’s website is
being provided to you solely as a matter of convenience to readers and does not create any implication
that there have been no changes in the financial condition of the State at any time subsequent to its release
date. Maintenance of this AIS Update on this website is not intended as a republication of the
information therein on any date subsequent to its release date.

Neither this AIS Update nor any portion thereof may be (i) included in a Preliminary Official
Statement, Official Statement, or other offering document, or incorporated by reference therein,
unless DOB has expressly consented thereto following a written request to the State of New York,
Division of the Budget, State Capitol, Albany, NY 12224 or (ii) considered to be continuing
disclosure in connection with any offering unless a CDA relating to the series of bonds or notes has
been executed by DOB. Any such use, or incorporation by reference, of this AIS Update or any
portion thereof in a Preliminary Official Statement, Official Statement, or other offering document
or continuing disclosure filing or incorporated by reference therein without such consent and
agreement by DOB is unauthorized and the State expressly disclaims any responsibility with
respect to the inclusion, intended use, and updating of this AIS Update if so misused.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Update to the 2009-10 Financial Plan

Note: DOB issued the Updated Financial Plan on October 30, 2009, extracts of which are set forth
below. The Updated Financial Plan includes updated estimates for 2009-10 and projections for 2010-11
through 2012-13. As such, it contains estimates and projections of future results that should not be
construed as statements of fact. These estimates and projections are based upon various assumptions
that may be affected by numerous factors, including future economic conditions in the State and nation
and potential litigation. There can be no assurance that actual results will not differ materially and
adversely from the estimates and projections contained in the Updated Financial Plan.

The State accounts for all of its spending and revenues by the fund in which the activity takes place
(such as the General Fund), and the broad category or purpose of that activity (such as State
Operations). The Financial Plan tables sort all State projections and results by fund and category. The
State Constitution requires the Governor to submit an Executive Budget that is balanced on a cash basis
in the General Fund — the Fund that receives the majority of State taxes, and all income not earmarked
for a particular program or activity. Since this is the fund that is required to be balanced, the focus of the
State’s budget discussion is often weighted toward the General Fund.

The State also reports disbursements and receipts activity by two other broad measures: State
Operating Funds, which includes the General Fund and funds specified for dedicated purposes, but
excludes Federal Funds and Capital Projects Funds; and All Governmental Funds ("All Funds"), which
includes both State and Federal Funds and provides the most comprehensive view of the financial
operations of the State.

Fund types of the State include: the General Fund; State special revenue funds (“SRFs”), which
receive certain dedicated taxes, fees and other revenues that are used for a specified purpose; Federal
SRFs, which receive Federal grants; State and Federal Capital Projects Funds, which account for costs
incurred in the construction and reconstruction of roads, bridges, prisons, and other infrastructure
projects; and Debt Service Funds, which pay principal, interest and related expenses on long-term bonds
issued by the State and its public authorities.

Please see the Glossary of Acronyms of this AIS Update for the definitions of acronyms, defined
terms and abbreviations that are used in this AIS Update.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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2009-10 Updated Financial Plan Highlights

FINANCIAL PLAN AT-A-GLANCE: KEY MEASURES
(millions of dollars)
2009-10
2010-11
2008-09 First Quarterly Mid-Year Current
Actual Update Change Update * Services
State Operating Funds Budget
Size of Budget (Excluding MTA) ? N/AP $78,848 ($501) $78,347 N/AP
Annual Growth 0.9% -0.7% 0.2%
Size of Budget (Including MTA) $78,168 $80,471 ($501) $79,970 $85,861
Annual Growth 1.5% 2.9% -0.6% 2.3% 7.4%
Other Budget Measures (Annual Growth)
General Fund (With transfers) $54,607 $55,059 ($449) $54,610 $60,296
2.3% 0.8% -0.8% 0.0% 10.4%
State Funds (Includes Capital) $83,146 $86,009 ($504) $85,505 $92,257
2.2% 3.4% -0.6% 2.8% 7.9%
Capital Budget (State and Federal Funds) $6,830 $8,455 ($402) $8,053 $8,990
11.4% 23.8% -5.9% 17.9% 11.6%
Federal Operating $36,573 $44,543 $619 $45,162 $46,039
11.1% 21.8% 1.7% 23.5% 1.9%
All Governmental Funds $121,571 $133,469 ($284) $133,185 $140,890
4.8% 9.8% -0.2% 9.6% 5.8%
All Govt'l Funds (Including "Off-Budget" Capital) $123,833 $135,313 $37) $135,276 $142,833
5.2% 9.3% -0.1% 9.2% 5.6%
Inflation (CPI) Growth 2.7% -0.2% 0.2% 0.0% 1.8%
All Funds Receipts (Annual Growth)
Taxes (Including MTA) $60,337 $60,556 ($1,173) $59,383 $63,346
-0.9% 0.4% -2.0% -1.6% 6.7%
Miscellaneous Receipts $20,064 $21,435 ($50) $21,385 $21,366
2.1% 6.8% -0.2% 6.6% -0.1%
Federal Grants $38,834 $47,799 $288 $48,087 $48,887
11.2% 23.1% 0.7% 23.8% 1.7%
Total Receipts $119,235 $129,790 ($935) $128,855 $133,599
3.3% 8.9% -0.8% 8.1% 3.7%
Base Tax Growth/(Decline) 3 -3.0% -9.6% -1.4% -11.0% 5.5%
Combined General Fund/HCRA Gap Forecast (Before any DRP Actions)
2009-10 N/A ($2,123) ($1,036) ($3,159) N/A
2010-11 N/A ($4,623) ($2,173) ($6,796) N/A
2011-12 N/A ($13,276) ($1,499) ($14,775) N/A
2012-13 N/A ($18,163) ($1,357) ($19,520) N/A
Cumulative Gaps N/A ($38,185) ($6,065) ($44,250) N/A
Total General Fund Reserves (Year-End) $1,948 $1,378 ($6) $1,372 $1,420
State Workforce (Subject to Executive Control)* 136,490 128,803 5,895 134,698 135,193
Debt
Debt Service as % All Funds 4.3% 4.4% 0.0% 4.4% 4.8%
State-Related Debt Outstanding $51,768 $54,327 $891 $55,218 $58,360

! Revenue and spending estimates do not include $2.3 billion in potential savings that are part of a Deficit Reduction Plan, described in more
detail later in this AIS Update.

2 Excludes the approximately $1.6 billion in special revenue fund receipts and disbursements related to the new Metropolitan Commuter
Transportation Mobility Tax, a tax which is collected by the State on behalf of, and transferred in its entirety to, the MTA.

? Reflects estimated change in tax receipts excluding the impact of Tax Law changes since fiscal year 1986-87.

* The change in the workforce estimate from the First Quarterly Update reflects (a) changes to the composition of the original workforce reduction
plan to emphasize alternatives to layoffs, including the elimination of funded vacancies, severance offerings, and the use of voluntary reductions in
work schedules and (b) additional hiring related to Federal stimulus money.
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Updated Budget Gaps (Before Actions)

DOB now estimates that the General Fund has a budget gap of $3.2 billion in the current fiscal year,
an increase of $1.0 billion from the First Quarterly Update to the Financial Plan.* The budget gap for
2010-11, which the Governor must address in his Executive Budget due in January 2010, is now
projected at $6.8 billion, an increase of $2.2 billion from the First Quarterly Update. The budget gaps in
future years are also estimated to be higher than in the First Quarterly Update, and are now projected at
$14.8 billion in 2011-12 (an increase of $1.5 billion), and $19.5 billion in 2012-13 (an increase of $1.4
billion).

The growth in the current-year budget gap compared to the First Quarterly Update is mainly due to a
reduction in estimated annual receipts from the personal income tax (“PIT”) and business taxes, based on
actual collections experience through the first half of fiscal year 2009-10, and updated economic
information. In 2010-11 and thereafter, the increase in the budget gaps reflects the recurring impact of
the current-year receipts reductions, as collections grow off a lower tax base, and increases in projected
disbursements, especially for activities that are sensitive to the economic downturn (e.g., community
college enrollment, pensions and fringe benefits, and reimbursement-based programs affected by
accelerated claims from localities). See “Revisions to the General Fund Financial Plan” herein. DOB
expects to next revise its Financial Plan projections in January 2010 with the release of the 2010-11
Executive Budget.

Deficit Reduction Plan to Address Current-Year Gap

The Governor has proposed a Deficit Reduction Plan (“DRP”) to eliminate the $3.2 billion budget
gap in the current year. The Governor has called the Legislature into special session in November to act
on the proposals in the DRP that require legislative approval. The following table summarizes the
revisions to the General Fund budget gaps before and after the impact of the proposed DRP.

GENERAL FUND BUDGETARY BASIS SURPLUS/(GAP) PROJECTIONS
SUMMARY OF CHANGES FROM FIRST QUARTERLY UPDATE
(millions of dollars)
2009-10 2010-11 2011-12 2012-13

FIRST QUARTERLY ESTIMATE* (2,123) (4,623) (13,276) (18,163)
Forecast Revisions (1,036) (2,173) (1,499) (1,357)

Receipts (930) (1,518) (766) (723)

Disbursements (106) (655) (733) (628)

HCRA 0 0 0 (6)
MID-YEAR (CURRENT) ESTIMATE (3,159) (6,796) (14,775) (19,520)
Proposed Deficit Reduction Plan 3,159 434 459 459

Administrative Actions 833 434 459 459

Actions Requiring Legislative/Other Approval 2,326 TBD TBD TBD
PROJECTED GAPS AFTER DEFICIT REDUCTION PLAN ** 0 (6,362) (14,316) (19,061)

* First Quarterly Update to the 2009-10 Enacted Budget Financial Plan dated July 30, 2009
** Assumes successful implementation of proposed Deficit Reduction Plan.

The proposed DRP consists of across-the-board reductions to most local aid programs ($1.3 billion);
across-the-board reductions to State agency operating budgets ($500 million); enhanced audit and
recovery activities in the areas of tax compliance and Medicaid fraud, including a tax amnesty program
($400 million); the transfer of available resources from the Battery Park City Authority ($300 million); a
franchise payment for the video lottery terminal (“VLT”) development rights at Aqueduct Racetrack
($200 million); transfers of certain available resources from other funds of the State and public authorities
($175 million); and other actions ($200 million). See “Deficit Reduction Plan” herein.

! The budget gap represents the difference between estimated disbursements and the resources expected to be available to pay for them. Unless
specifically noted, the projections in this AIS Update are on a budgetary (cash) basis of accounting.
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DOB estimates that approximately $2.3 billion of the $3.2 billion in DRP proposals (or
approximately 75 percent) will require the approval of the Legislature or other levels of government, or
both. These include the reductions to local aid programs, use of authority resources, authorization for the
tax amnesty program, and approval of the VLT franchise payment. DOB expects that approximately
$800 million in DRP actions, including most of the reductions in State agency operations (with the
exception of City University of New York (“CUNY”)), can be implemented administratively.

The four-year Financial Plan projections by agency and Financial Plan category set forth in the
Updated Financial Plan reflect only the impact of DRP actions that DOB believes can be implemented
administratively. Actions that require the approval of the Legislature or other parties, such as the
proposed reductions in local assistance spending, are not reflected in the detailed projections, but only
displayed as a potential benefit in closing the current-year deficit. DOB expects to reflect the multi-year
impact of any DRP actions approved by the Legislature or other outside parties in the updated Financial
Plan projections that will accompany the 2010-11 Executive Budget.

Recent Operating Results and Cash Position

The State’s cash position continues to be a significant concern. General Fund operating results
through September 2009 appear better than projected in the First Quarterly Update, but this was due to
management actions to maintain adequate operating margins and routine variances in the timing of
disbursements that are not expected to affect annual spending levels. For example, the State now plans to
make its contribution of approximately $960 million to the State Retirement System on March 1, 2010,
the statutory payment date, rather than in September 2009, as it had originally planned. Excluding the
impact of cash management actions and routine timing variances, DOB estimates that the General Fund
operating results through September 2009 would have been approximately $700 million to $800 million
below planned levels. See “Year-to-Date Operating Results” herein.

The Enacted Budget provides authorization for the General Fund to borrow resources temporarily
from other funds in the State’s Short-Term Investment Pool (“STIP”) for a period not to exceed four
months or to the end of the fiscal year, whichever is shorter. Through the first six months of 2009-10, the
General Fund used this authorization to meet certain payment obligations in May, June, and September
2009. In each case, the STIP loans were repaid by the end of the month. DOB expects that the General
Fund will continue to rely on this borrowing authority at times during the remainder of the fiscal year.
The current cashflow forecast projects that, if no action is taken by the Legislature on the DRP in
November 2009, the General Fund will end November 2009 with a negative balance of approximately
$150 million, and December 2009 with a negative balance of approximately $1.1 billion. DOB expects
the General Fund will return to a positive month-end balance in January 2010, reflecting the timing of PIT
receipts.

The amount of resources that can be borrowed by the General Fund is limited to the available
balances in STIP, as determined by the State Comptroller (available balances include money in the State’s
governmental funds, as well as certain other money). However, the available balances on hand in STIP
have declined compared to recent years and DOB believes that during the period from Mid-December
2009 to early January 2010, available daily balances in STIP may not be sufficient to make currently
scheduled payments. The current cashflow forecast projects that the governmental funds closing balance,
absent action on the DRP, will approach zero at the end of December 2009. DOB estimates that this
balance could improve by $200 million to $400 million if the Legislature enacted the DRP, as proposed,
in Mid-November 2009.

DOB will continue to closely monitor and manage the General Fund cash flow during the remaining
months of the current fiscal year and expects to continue to take cash-management actions, such as
altering the timing of discretionary payments, in an effort to maintain adequate operating balances. In
addition, the State is reserving money to make the debt service payments scheduled for November and
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December 2009 that are financed with General Fund resources. DOB plans to again reserve money in
January 2010 for payments due in the final quarter of the current fiscal year. Money to pay debt service
on bonds secured by dedicated receipts, including PIT bonds, continues to be set aside as required by law
and bond covenants.

The Structural Budget Gap

The incremental increases in the General Fund budget gaps identified in recent quarterly updates are
largely due to reductions in projected receipts. However, sustained growth in spending commitments in
major programs and activities over the four-year Financial Plan period is the principal contributor to the
State’s long-term structural budget gaps. The State-financed portion of the budget has grown faster than
both personal income and inflation over the past ten years, and is projected to do so over the next four
years, absent measures to control spending. From 2009-10 through 2012-13, General Fund disbursements
are projected to increase at an average annual rate of approximately 8.0 percent; State Operating Funds
disbursements, which capture activity in State special revenue funds and debt service funds, as well as the
General Fund, are projected to increase at 6.3 percent annually®. In comparison, State tax receipts over
the plan period are projected to grow at 3.9 percent annually, consistent with DOB’s economic forecast
for the recession and recovery. Accordingly, it is expected that the 2010-11 Executive Budget will
propose substantial reductions in State spending commitments.

Revisions to the General Fund Financial Plan

DOB has made a number of substantive revisions to the General Fund receipts and disbursements
forecasts contained in the First Quarterly Update to the Financial Plan. The revisions are based on a
comprehensive review of operating results to date, updated economic data, and program trends. The
following table provides a list of the revisions and displays the impact on General Fund operating
projections before and after the proposed DRP. It is followed by a discussion of the major revisions and a
summary of the DRP.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

2 Adjusted to exclude the impact of Federal stimulus funding. The unadjusted growth rates are approximately 11 percent in the General Fund and 8.4 percent in
State Operating Funds.
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GENERAL FUND FORECAST FOR 2009-10 THROUGH 2012-13

SAVINGS/(COSTS)

(millions of dollars)
2009-10 2010-11 2011-12 2012-13
FIRST QUARTERLY BUDGET SURPLUS/(GAP) ESTIMATE (2,123) (4,623) (13,276) (18,163)
Receipts Revisions (930) (1,518) (766) (723)
Tax Forecast Revisions (1,184) (1,488) 706 (651)
Personal Income Tax* (1,075) (1,375) (600) (600)
Sales/Use Taxes* (25) 43) 48) (35)
Business Taxes (133) (80) 62) (11)
Other Taxes* 49 10 4 5)
Personal Income Tax -- STAR* 85 (0] (0] (0]
Miscellaneous Receipts/Other Transfers 169 (30) (60) 72)
Disbursement Revisions (106) (655) (733) (628)
Health Care (incl. Medicaid) 6 a77) (238) (230)
Higher Education 23) (131) (139) (194)
Criminal Justice 84) (82) 82) (84)
School Aid 0 (75) (100) 132)
Transportation 6 27) “42) (70)
Mental Hygiene 8 11 (52) (98)
Fringe Benefits/Fixed Costs 2 (121) 3) 258
All Other 1) (53) a7) (78)
HCRA Revisions [0} 0 [0} 6)
REVISED SURPLUS/(GAP) ESTIMATE BEFORE ACTIONS (3,159) (6,796) (14,775) (19,520)
Net Change From First Quarterly Update (1,036) 2,173) (1,499) (1,357)
Deficit Reduction Plan Actions 3,159 434 459 459
Administrative Savings 833 434 459 459
Receipts 272 125 125 125
Disbursements 561 309 334 334
Actions Requiring Legislative/Other Approval 2,326 TBD TBD TBD
REVISED BUDGET SURPLUS/(GAP) ESTIMATE AFTER ACTIONS** o (6,362) (14,316) (19,061)
(Increase)/Decrease From First Quarterly Update 2123 (1,739) (1,040) (898)

* Tax changes include transfers from other funds after the impact of revisions to debt service costs.
** Assumes successful implementation of proposed Deficit Reduction Plan.

General Fund Receipts Revisions

General Fund receipts, including transfers from other funds, are now estimated to total $51.7 billion,
a decrease of $658 million from the amount projected in the First Quarterly Update. Tax receipts,
excluding the impact of revisions to the School Tax Relief program (“STAR”) and debt service (which
are unrelated to underlying collection experience), have been revised downward by $1.2 billion. This is
offset in part by higher miscellaneous receipts ($169 million), lower estimated spending in STAR ($85
million), and the expected implementation of administrative DRP actions affecting receipts ($272
million).

Current Year Tax Receipts

The receipt estimates for the current fiscal year have been revised downward, as the New York State
economy has deteriorated more quickly than anticipated during the first half of 2009. Estimated General
Fund tax receipts in the current year have been lowered by $1.2 billion since the First Quarterly Update,
due almost entirely to a reduction in PIT collections. In addition, the anticipated increase in PIT
collections due to the high income surcharge has not fully materialized as expected, although some of the
shortfall may be due to timing. In the absence of the surcharge enacted in 2009-10 and other law
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changes, it is estimated that PIT liability for 2009 would have fallen 14.5 percent. In the current year, the
downward revisions to the PIT forecast are partly offset by a decline in the amount to be deposited into
the STAR Fund.

Projected business tax collections for 2009-10 have been lowered by $133 million compared to the
First Quarterly Update, mainly due to overall economic weakness. Furthermore, sales tax collections
were weaker than forecast as the historic decline in State wages estimated for the current year is having an
even more adverse impact on State household spending than expected, particularly for automobiles and
other large consumer items.

2010-11 Tax Receipts

General Fund tax receipts estimates for 2010-11 have been reduced by $1.5 billion compared to the
First Quarterly Update. The lower PIT base for the current fiscal year is estimated to account for most of
this downward revision. All Funds net PIT receipts for 2010-11 are projected to increase by $2.9 billion
(8.4 percent) over the prior year to $38.0 billion, with withholding growth of $1.5 billion (5.2 percent),
which primarily reflects a recovery in wage growth consistent with the expected pace of the State’s
economic recovery and application of higher withholding rates to first quarter 2010 bonus payments.
Estimated tax payments of $8.6 billion are projected for tax year 2010, or $1.0 billion (13.2 percent)
above the prior year. This increase reflects an expected acceleration in capital gains realizations as
taxpayers are expected to react to the scheduled expiration of lower Federal capital gains tax rates at the
end of 2010.

General Fund business tax receipts for 2010-11 are now projected to increase by $296 million, or 5.6
percent, from the current year, to $5.6 billion, representing a downward revision of $80 million compared
with the First Quarterly Update, due primarily to the weaker 2009-10 base.

General Fund user taxes and fees receipts, including transfers, are projected to total $10.7 billion in
2010-11, an increase of $430 million or 4.2 percent from 2009-10. This estimate is roughly $30 million
below the First Quarterly Update.

Miscellaneous Receipts

General Fund miscellaneous receipts and transfers from other funds have been revised upward by
approximately $400 million from the First Quarterly Update. Higher levels of indirect cost
reimbursements, additional revenues from assessments on utility companies, revenue collected from legal
settlements, additional workers’ compensation surplus revenue remittance, and various changes to
transfers account for the improvement.

General Fund Disbursements Revisions

General Fund disbursements, including transfers to other funds, are estimated to total $54.6 billion in
the current fiscal year, a decrease of approximately $450 million from the First Quarterly Update.
Revisions to the operating forecast, based on updated information, have increased estimated spending by
approximately $100 million, but these changes are more than offset by the expected implementation of
the administrative spending reductions in the DRP (e.g., reductions in State agency operating spending,
Medicaid fraud savings and debt management):

e Health Care (including Medicaid): Changes in this area comprise the most significant spending
revisions across the plan period and include the following:

= The State reimburses counties for services under the General Public Health Works

(“GPHW”) and Early Intervention (“EI”) programs, on a formula basis. Based on a
review of prior-year claims and recent service trends, cost estimates have increased for
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these programs ($35 million in 2009-10; $105 million in 2010-11; $125 million in 2011-
12, and $170 million in 2012-13).

= The Health Care Reform Act (“HCRA”) is expected to provide additional financing of
State Medicaid costs that would otherwise have been paid for by the General Fund ($37
million in 2009-10; $3 million in 2010-11; $18 million in 2011-12, and $61 million in
2012-13) based on revised operating projections.

= Securing Federal approval of a State Plan Amendment related to certain long-term care
initiatives is now expected to occur too late to provide savings in the current year, but
will provide savings next year, if approved (a cost of $29 million in the current year and
savings of $29 million in 2010-11).

= Qther revisions to the health care forecast over the Plan period include: additional costs
in the current year for the payment of prior-year liabilities under the human services cost-
of-living adjustment ($27 million); increased spending for the Family Health Plus
(“FHP”’) Employer Buy-In program to provide premium subsidy payments for child care
workers ($8 million in 2010-11; $16 million in 2011-12; and $14 million in 2012-13);
annual reductions attributable to projected Medicaid costs for services provided through
the mental hygiene system ($70 million in 2009-10; $57 million in 2010-11; and $20
million annually thereafter); and elimination of budgeted savings from a proposed
assessment on out-of-State insurers that was ultimately not approved by the Legislature
($135 million annually starting in 2010-11).

Higher Education: The impact of the current economic recession is evident in recent upward
trends in student enrollment in the State University of New York (“SUNY”) and CUNY
community colleges. This is expected to result in higher base aid provided by the State to these
institutions ($51 million in 2010-11; and $62 million in both 2011-12 and 2012-13). Similarly,
increased spending under the Tuition Assistance Program (“TAP”) grant award program is
expected due to the increased enrollment in institutions of higher education ($23 million in 2009-
10; $53 million in 2010-11; and $6 million in both 2011-12 and 2012-13). In addition, SUNY and
CUNY senior college operational costs in the outyears of the Financial Plan are projected to
exceed the estimates in the First Quarterly Update primarily due to higher fringe benefit costs.

Criminal Justice: Projected spending for the Department of Correctional Services and Division of
Parole has been revised across the plan period to reflect efforts to achieve savings through
alternatives to proposed layoffs.

School Aid: The September 2009 update to the school aid database resulted in higher projected
costs of $75 million in 2010-11, based on additional claims filed since the May 2009 update, and
updated wealth and demographic information reported by school districts. These additional costs
are primarily driven by growth in foundation aid and special education aid, with supplemental
claims from New York City representing nearly 70 percent of the increased fiscal year liability.
Based on statute, additional school year obligations from 2009-10 and earlier years will be paid in
State fiscal year 2010-11. As in prior years, the updated school district data and additional claims
have resulted in a significant cost increase to the State’s multi-year Financial Plan, subsequent to
the Enacted Budget agreements.

Transportation: The General Fund subsidy provided to the Dedicated Highway and Bridge Trust

Fund (“DHBTF”) has been revised across the plan period as a result of changes in estimated
spending levels for projects, debt service costs, available bond proceeds, and other receipts.
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Mental Hygiene: The 2009-10 and 2010-11 savings primarily reflect efforts to reduce non-
personal service costs by 11 percent and reduce workforce costs from the ongoing hiring freeze
and severance plan. Higher costs beginning in 2010-11 are expected as a result of a rise in fringe
benefit and indirect costs.

General State Charges (“GSCs”): In 2010-11, the State’s contribution to the New York State and
Local Employees’ Retirement System and the New York State and Local Police and Fire
Retirement System will increase approximately 55 percent above the current year level, with
large increases projected for future years as well. Additional costs above the First Quarterly
Update forecast have been included as a result of an increase in the 2010-11 employer
contribution rates from the original forecast provided by the Office of the State Comptroller. In
addition, the State now plans to make its pension contribution on March 1, 2010, rather than
September 2009. The estimated cost of not pre-paying the contribution is approximately $30
million. The State also plans to make its 2010-11 contribution in March 2011, rather than pre-
paying it, which results in additional 2010-11 costs of approximately $50 million.

Other changes to the GSC forecast of spending include additional costs for taxes on State-owned
lands in 2009-10 as well as multi-year revisions to the forecast for health insurance costs for State
employees and retirees, fixed costs and fringe benefit escrow receipts.

Other Spending Revisions: Revisions based on recent program trends and operating results to
date have been made in numerous programs and activities, including environmental protection,
social services, disaster assistance, economic development, general government, and local
government aid. The most noteworthy multi-year changes include lower than projected child
welfare services spending; additional State spending to replace or compensate for reductions in
available Federal Temporary Assistance for Needy Families moneys for ongoing welfare
programs, including summer youth employment, supplemental homeless intervention, supportive
housing for families, wage subsidy and wheels to work; higher than anticipated court security
contract payments and fringe benefit costs for the Judiciary; and additional spending under the
Back-to-School Assistance program, which was financed entirely through a private donation and
Federal resources (reflected in miscellaneous receipts).
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DEFICIT REDUCTION PLAN

DOB now estimates that the General Fund has a budget gap of $3.2 billion in the current fiscal year,
and increase of $1.0 billion from the First Quarterly Update to the Financial Plan. Based on the revised
estimate of the budget gap in the current year, the DRP has been updated to include new actions to
eliminate the entire current-year budget gap of $3.2 billion. The table below summarizes the DRP,
followed by an explanation of the specific actions.

2009-10 DEFICIT REDUCTION PLAN
(millions of dollars)
2009-10

Total Deficit Reduction Plan Actions 3,159
Administrative Actions 833
State Operations Across-the-Board Reductions 484
Medicaid Fraud Targets 150
Debt Management 100
18-A Utility Assessments 45
Workers' Compensation Surplus Recapture 49
Dormant Funds 5
Actions Requiring Legislative/Other Approval * 2,326
Local Assistance Across-the-Board Reductions 1,300
School Aid ($686 million school year reduction) 480
Health Care (Including Insurance) 343
Transportation 125
All Other 352
Battery Park City Resources (Need NYC Approval) 300
Statewide Audit/Recovery Targets/Amnesty (Tax) 250
VLT Franchise Payment (Assumes Current Year Settlement) 200
Regional Greenhouse Gas Initiative Fund/EPF Fund Sweep 100
DASNY Fund Sweep 26
Other Actions 150

* Potential savings that are subject to approval by the Legislature or an outside
entity are not included in estimates of revenue or spending.

For presentation purposes, the DRP is divided into two parts: actions that can generally be
implemented administratively by the Executive and actions that require the approval of the Legislature or
other outside parties. The administrative actions, which DOB estimates total approximately $800 million,
include the following:

e Agency Operations Reductions: The Governor has ordered an 11 percent reduction to agency
operating budgets. The reductions are expected to save approximately $450 million annually.
These savings are reflected in the agency operating totals of the Updated Financial Plan. For the
most part, the State agency reductions do not require legislative approval. The main exception is
CUNY, which, because of the structure of its appropriations, requires the approval of the
Legislature. However, to ensure treatment on parity with SUNY, the Financial Plan assumes that
the CUNY reduction will be approved.
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Medicaid Fraud: The State Office of the Medicaid Inspector General will enhance activities to
eliminate fraud, waste and abuse, with a goal of identifying an additional $150 million in savings
in the current year.

Debt Management: The State is realizing savings compared to its debt service estimates from
refundings, the use of Build America Bonds (“BABs”), and relatively low interest rates on its
variable rate bonds.

18-A Assessment: This reflects an upward reestimate in the amount of revenue generated from an
increased assessment on utilities enacted in 2009-10.

Workers’ Compensation Surplus Recapture: Certain insurers have indicated their intention to
remit excess funds under legislation enacted as part of the 2009-10 Budget.

Dormant Funds: Certain moneys held in dormant accounts will be made available to the General
Fund.

Actions requiring approval of the Legislature or other outside parties are estimated to total
approximately $2.3 billion and include:

Local Assistance Reductions: The DRP proposes a 10 percent reduction to all remaining,
undisbursed local assistance spending in the current fiscal year for most programs. School aid
would be limited to 4.5 percent reduction of remaining undisbursed scheduled payments for the
current fiscal year (an annualized impact of 3 percent based on projected Enacted Budget 2009-10
full school year spending). This school aid reduction is achieved by a one-time Gap Elimination
Adjustment (“GEA”), which results in a per-pupil reduction adjusted for school district wealth,
student needs, and residential tax burden. The size of the GEA for high-needs districts is also
limited to 1.4 percent of total General Fund expenditures. This will result in a reduction of $686
million on a school year basis ($480 million in the 2009-10 fiscal year) from current levels. In
addition, reductions to the STAR program and to programs that would directly cause mandated
cost shifts to New York City and counties were not recommended in the DRP.

Battery Park City Authority: The State would receive $300 million in excess revenues from the
Authority. This is subject to agreement with New York City and the Authority.

Tax Audit/Amnesty: An amnesty program would partially forgive accrued penalty and interest
on long-outstanding State tax liabilities in order to encourage individuals to resolve unpaid
claims. For assessments between three years and six years overdue, penalty and interest would be
reduced by 50 percent. For assessments overdue more than six years, penalty and interest would
be reduced by 80 percent.

VLT Franchise Payment: The DRP assumes that the winning Aqueduct VLT bidder will make a
franchise payment of at least $200 million in the 2009-10 fiscal year. The Financial Plan had
assumed that this payment will be made in 2010-11.

Regional Greenhouse Gas Initiative (“RGGI”): This proposal would transfer $90 million in RGGI
proceeds and $10 million from the Environmental Protection Fund (“EPF”) to the General Fund.

Dormitory Authority: The State would receive $26 million from the Authority.

Other Actions: This includes a number of potential actions that may be implemented to achieve
savings in the current year. Potential actions include the in-sourcing of information technology
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activities pursuant to legislation to modernize civil service rules; further controls on specific
agency activities; the use of funds currently earmarked for debt management purposes; and other
initiatives. DOB believes that savings of approximately $150 million from these or comparable
actions, some of which require legislative approval, can be achieved in the current year.

Annual Spending growth

TOTAL DISBURSEMENTS*
(millions of dollars)
2009-10
First
2008-09 Quarterly Revised Annual $ Annual % Adjusted %
Actuals Estimate Change Estimate Change Change Change**
State Operating Funds 78,168 80,471 (501) 79,970 1,802 2.3% 0.2%
General Fund (excluding transfers) 48,436 49,422 (249) 49,173 737 1.5% 1.5%
Other State Funds 25,146 25,902 (156) 25,746 600 2.4% -4.1%
Debt Service Funds 4,586 5,147 (96) 5,051 465 10.1% 10.1%
All Governmental Funds 121,571 133,469 (284) 133,185 11,614 9.6% 8.2%
State Operating Funds 78,168 80,471 (501) 79,970 1,802 2.3% 0.2%
Capital Projects Funds 6,830 8,455 (402) 8,053 1,223 17.9% 17.9%
Federal Operating Funds 36,573 44,543 619 45,162 8,589 23.5% 23.5%
General Fund, including Transfers 54,607 55,059 (449) 54,610 3 0.0% 0.0%

* Revenue and spending estimates do not include $2.3 billion in potential savings that are subject to approval by the Legislature or an outside entity.
** Excludes approximately $1.6 billion in special revenue fund disbursements related to the new Metropolitan Commuter Transportation
Mobility Tax, a tax which is collected by the State on behalf of, and transferred in its entirety to, the MTA.

The annual growth in State Operating Funds and All Funds disbursements is significantly affected by
the Mobility Tax, enacted in the first quarter of the fiscal year. This revenue source is collected by the
State on behalf of, and disbursed in its entirety to, the Metropolitan Transportation Authority (“MTA”).
Due to the requirements of the enabling legislation, the tax is reflected in the State’s operating funds,
increasing both receipts and disbursements by $1.6 billion. Excluding the new tax, State Operating Funds
disbursements in 2009-10 are projected to grow by two-tenths of one percent compared to 2008-09.

General Fund disbursements, including transfers to other funds, are projected at $54.6 billion in
2009-10, unchanged from 2008-09. State Operating Funds spending, which includes the General Fund,
State-financed special revenue funds, and debt service, is projected to increase by $1.8 billion (2.3
percent) and total $80.0 billion in 2009-10 (with the new MTA tax). All Governmental Funds spending,
the broadest measure of spending that includes State Operating Funds, capital spending, and Federal
grants, is projected to total $133.2 billion in 2009-10, an increase of $11.6 billion. Three-quarters of the
All Funds increase is attributable to growth in Federal aid.

2009-10 Projected Closing Balances

General Fund

DOB estimates that the General Fund will end the 2009-10 fiscal year with a balance of $1.4 billion,
essentially unchanged from the First Quarterly Update. The estimate assumes the successful
implementation of the DRP to eliminate the current-year budget gap (now estimated at $3.2 billion)
without the use of existing reserves. Money currently identified for debt reduction may be used as part of
the DRP, which would reduce the closing balance.
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GENERAL FUND ESTIMATED CLOSING BALANCE
(millions of dollars)
2009-10 2009-10
First Quarterly Current
Update Estimate Change

Projected Fund Balance 1,378 1,372 (6)
Tax Stabilization Reserve Fund 1,031 1,031 0
Rainy Day Reserve Fund 175 175 0
Community Projects Fund 78 72 ®)
Reserved for Debt Reduction 73 73 0
Contingency Reserve Fund 21 21 0

The estimated closing balance, assuming successful actions to close the current-year gap, includes
$1.0 billion in the State’s Tax Stabilization Reserve, which can be used to finance an unanticipated deficit
at the end of the fiscal year, $175 million in the Rainy Day Reserve, which can be used to respond to an
economic downturn if certain criteria are met, $72 million in the Community Projects Fund, which is
reserved to finance existing “member item” initiatives, $73 million for debt management purposes, and
$21 million in the Contingency Reserve Fund for litigation risks.

All Governmental Funds

DOB projects the State will end the 2009-10 fiscal year with $3.0 billion in All Governmental Funds
balances. This estimate is dependent on the successful implementation of actions to close the General
Fund gap in the current year. The balance consists of $1.4 billion in the General Fund, $1.5 billion in
balances in State Special Revenue Funds, $366 million in Federal Special Revenue Funds, $277 million
in Debt Service Funds, and a negative balance of $501 million in Capital Projects Funds.

ALL FUNDS ESTIMATED CLOSING BALANCE
(millions of dollars)
2009-10 2009-10
First Quarterly Current
Update Estimate Change

Projected Fund Balance 3,550 3,047 (503)
General Fund 1,378 1,372 6)
State Special Revenue Funds 2,057 1,533 (524)
Miscellaneous Special Revenue 891 678 (213
Industry Assessments 467 310 (157)
Health and Social Welfare “) (10) 6)
General Government 80 75 (5)

All Other 348 303 (45)
State University Income 805 547 (258)
Mass Transportation Operating Assistance 24 68 44
Health Care Resources Fund 0 0 0
Lottery Fund 14 33 19

All Other 323 207 (116)
Federal Operating Funds 293 366 73
Capital Projects Funds (465) (501) (36)
Debt Service Funds 287 277 (10)
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The balances held in State Special Revenue Funds include moneys designated to finance existing or
potential future 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, and various programs
financed from the industry assessments. The remaining fund balances are held in numerous funds,
primarily the Miscellaneous Special Revenue Fund, and accounts that support a variety of programs
including public health, general government, and public safety. The reduction in Special Revenue Fund
balances from the First Quarterly Update is mainly attributable to technical adjustments to several funds
and accounts based on updated analysis.

Balances in Federal Operating Funds are dedicated for the support of several programs including
Medicaid, welfare and education, and reflect a difference in timing of disbursements and the related
Federal reimbursement. The timing of spending on ongoing, multi-year capital projects in advance of
reimbursement from bond proceeds accounts for routine loans (or negative balances) in Capital Funds.
Balances in Debt Service Funds represent funds set aside to finance debt service costs pursuant to legal
obligations set forth in bond resolutions.

General Fund Outyear Budget Projections

DOB projects budget gaps of $6.4 billion in 2010-11, $14.3 billion in 2011-12, and $19.1 billion in
2012-13. The projected budget gaps reflect the recurring benefit of administrative actions expected to be
taken as part of the 2009-10 DRP, but not any potential recurring savings from DRP actions that require
the approval of the Legislature or other parties outside the Executive’s control.

General Fund spending is projected to grow at an average annual rate of 11.1 percent from 2009-10
through 2012-13. Spending growth in the General Fund is projected to increase sharply in 2011-12,
reflecting a return to a lower Federal matching rate for Medicaid expenditures on January 1, 2011, which
will increase the share of Medicaid costs that must be financed by State resources, and the loss of
temporary Federal aid for education. Excluding these stimulus-related effects, which temporarily
suppress General Fund costs in 2009-10 and 2010-11, General Fund spending grows at approximately 8.0
percent on a compound annual basis. The spending growth is driven by, among other things, Medicaid,
including the State-financed cap on local Medicaid spending; pensions; education; employee and retiree
health benefits; and human services programs.

The receipts growth over the plan period is consistent with DOB’s economic forecast for the
recession and recovery. The temporary PIT increase, which covers calendar years 2009 through 2011, is
expected to provide substantial additional receipts through fiscal year 2011-12.

The following table summarizes the General Fund projections by major tax and Financial Plan
category.

Update - 16 -



Annual Information Statement Update, November 3, 2009

GENERAL FUND MID-YEAR FORECAST"
(millions of dollars)

Receipts
Taxes
Personal Income Tax*
User Taxes and Fees*
Business Taxes
Other Taxes*
Miscellaneous Receipts
Federal Grants
Other Transfers
Total Receipts

Disbursements
Grants to Local Governments
School Aid
Total Medicaid (incl. admin)
Medicaid (before local relief/FMAP)
Enhanced FMAP (ARRA)
Local Gov. Cap/FHP Takeover
Higher Education
Mental Hygiene
Children and Family Services
Other Education Aid
Temporary and Disability Assistance
Local Government Assistance
Public Health
All Other

State Operations:
Personal Service
Non-Personal Service

General State Charges
Pensions
Health Insurance:
Active Employees
Retired Employees
Fringe Benefit Escrow
All Other

Transfers to Other Funds
Medicaid State Share
Debt Service
Capital Projects
Other Purposes

Total Disbursements

Change in Reserves
Timing-Related Reserve
Prior Year Reserves
Community Projects Fund

Deposit to/(Use of) Reserves

Budget Surplus/(Gap) Estimate

HCRA Operating Surplus/(Gap)

Legislative Actions Needed to Close Gap

General Fund/HCRA Revised Budget

Annual $ Annual % Annual % Annual %
2009-10 2010-11 Change Change 2011-12 Change 2012-13 Change
47,127 50,387 3,260 6.9% 51,901 3.0% 52,227 0.6%
30,472 32,954 2,482 8.1% 33,824 2.6% 32,935 -2.6%
10,302 10,732 430 4.2% 11,280 5.1% 11,748 4.1%
5321 5,617 296 5.6% 5,594 -0.4% 6,207 11.0%
1,032 1,084 52 5.0% 1,203 11.0% 1,337 11.1%
3,114 2,687 (427) -13.7% 2,583 -3.9% 2,584 0.0%
68 60 8) -11.8% 60 0.0% 60 0.0%
1,399 848 (551) -39.4% 798 -5.9% 777 -2.6%
51,708 53,982 2,274 4.4% 55,342 2.5% 55,648 0.6%
36,818 40,600 3,782 10.3% 48,124 18.5% 51,869 7.8%
18,019 19,103 1,084 6.0% 20,653 8.1% 22,651 9.7%
6,152 8,637 2,485 40.4% 13,589 37.3% 14,652 7.8%
8,379 10,150 1,771 21.1% 11,735 15.6% 12,304 4.8%
(3,155) (2,883) 272 -8.6% 0 -100.0% 0 0.0%
928 1,370 442 47.6% 1,854 35.3% 2,348 26.6%
2,822 2,642 (180) -6.4% 2,804 6.1% 2,893 3.2%
2,167 2,283 116 5.4% 2,424 6.2% 2,551 5.2%
1,788 1,936 148 8.3% 2,159 11.5% 2,367 9.6%
1,634 1,689 55 3.4% 1,880 11.3% 1,964 4.5%
1,310 1,506 196 15.0% 1,597 6.0% 1,725 8.0%
1,117 1,125 8 0.7% 1,127 0.2% 1,136 0.8%
708 825 117 16.5% 858 4.0% 939 9.4%
1,101 854 (247) -22.4% 1,033 21.0% 991 -4.1%
8,486 8,948 462 5.4% 9,129 2.0% 9,257 1.4%
6,560 6,878 318 4.8% 6,961 1.2% 7,029 1.0%
1,926 2,070 144 7.5% 2,168 4.7% 2,228 2.8%
3,869 4,386 517 13.4% 5136 17.1% 5,872 14.3%
1,179 1,653 474 40.2% 2,265 37.0% 2,953 30.4%
1,747 1,928 181 10.4% 2,089 8.4% 2,263 8.3%
1,130 1,250 120 10.6% 1,356 8.5% 1,472 8.6%
(2,093) (2,333) (240) 11.5% (2,588) 10.9% (2,673) 3.3%
1,906 1,888 (18) -0.9% 2,014 6.7% 1,857 -7.8%
5,437 6,362 925 17.0% 7,317 15.0% 7,809 6.7%
2,292 2,331 39 1.7% 2,867 23.0% 2,868 0.0%
1,695 1,774 79 4.7% 1,728 -2.6% 1,728 0.0%
525 1,165 640 121.9% 1,335 14.6% 1,518 13.7%
925 1,092 167 18.1% 1,387 27.0% 1,695 22.2%
54,610 60,296 5,686 10.4% 69,706 15.6% 74,807 7.3%
(163) 0 0 0
(340) 0 0 0
(73) 48 (48) (98)
(576) 48 (48) (98)
(2,326) (6,362) (14,316) (19,061)
0 0 0 0
2,326 TBD TBD TBD
0 (6,362) (14,316) (19,061)

1 Revenue and spending estimates do not include $2.3 billion in potential savings that are subject to approval by the Legislature or an outside entity.

* Includes transfers after debt service.
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In evaluating the State’s 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 further into the planning period.
Accordingly, in terms of the outyear projections, 2010-11 is the most relevant from a planning
perspective, since any gap in that year must be closed with the next Executive Budget and the variability
of the estimates is likely to be less than in later years. The State will provide quarterly revisions to its
multi-year estimates.

General Fund Outyear Receipts Projections

General Fund receipts over the plan period are affected by the economic outlook, the expiration of
the PIT surcharge at the end of calendar year 2011, and the changes in the level of non-tax resources
available to finance General Fund disbursements. The economic forecast calls for a recession with
employment losses continuing through the third quarter of 2010, a historic decline in State wages of 4.8
percent in 2009, and low wage growth of 2.1 percent for 2010. This lowers the economic base on which
the outyear revenue forecast is built. Overall, receipts growth in the three fiscal years following 2010-11
is expected to grow consistent with projected growth in the U.S. and New York economies. For a full
discussion of the State’s multi-year receipts forecast, see “All Funds Receipts Projections” herein.

General Fund Outyear Disbursement Projections

DOB forecasts General Fund spending of $60.3 billion in 2010-11, an increase of $5.7 billion (10.4
percent) over estimated 2009-10 levels. Growth in 2011-12 is projected at $9.4 billion (15.6 percent) and
in 2012-13 at $5.1 billion (7.3 percent). The growth levels are based on current services projections, as
modified by the administrative DRP actions contained in the Mid-Year Financial Plan. They do not
reflect the potential impact of DRP actions that require the approval of the Legislature or other parties.

Grants to Local Governments
Medicaid

The State share of Medicaid is financed with a combination of General Fund and HCRA resources.
Also, the Federal government is financing an additional share of Medicaid costs through December 31,
2010, which temporarily lowers the State’s costs for the program.

The General Fund growth trends over the plan period are affected by the availability of HCRA
resources and the expiration of Federal aid. General Fund spending for Medicaid is expected to more
than double over the next two years, growing by $2.5 billion in 2010-11, $5.0 billion in 2011-12, and
another $1.1 billion in 2012-13. These estimates reflect the loss of the enhanced FMAP provided through
the Federal American Recovery and Reinvestment Act of 2009 (“ARRA”) that is expected to reduce State
share spending in 2009-10 and 2010-11 (through December 31, 2010).

MAJOR SOURCES OF ANNUAL CHANGE IN MEDICAID
(millions of dollars)
Annual $  Annual % Annual % Annual %
2009-10 2010-11 Change Change 2011-12 Change 2012-13 Change

State Funds Growth (Before FMAP) 13,833 15,603 1,770 12.8% 17,647 13.1% 18,906 7.1%
Enhanced FMAP -- State Share * (3,155) (2,883) 272 -8.6% 0 -100.0% 0
State Funds Base Growth (After FMAP) 10,678 12,720 2,042 19.1% 17,647 38.7% 18,906 7.1%
Other State Funds Support (4,526) (4,083) 443 -9.8% (4,058) -0.6% (4,254) 4.8%

HCRA Financing (2,583) (2,233) 350 -13.6% (2,208) -1.1% (2,404) 89%

Provider Assessment Revenue (687) (700) (13) 1.9% (700) 0.0% (700) 0.0%

Indigent Care Revenue (1,256) (1,150) 106 -84% (1,150) 0.0% (1,150) 0.0%
Total General Fund 6,152 8,637 2,485 40.4% 13,589 57.3% 14,652 7.8%
Local Government Relief (incl. above) 928 1,370 442 47.6% 1,854 353% 2,348 26.6%

* Excludes enhanced FMAP for other state agencies.
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Overall Medicaid growth results, in part, from the combination of projected increases in recipients,
service utilization, and medical care cost inflation that affect nearly all categories of service (e.g.,
hospitals, nursing homes). The State cap on local Medicaid costs and takeover of local FHP costs are
projected to increase spending by roughly $484 million between 2010-11 and 2011-12 and roughly
another $497 million from 2011-12 to 2012-13. In 2011-12, an extra weekly payment to providers adds
an estimated $400 million in base spending across all categories of service. The remaining General Fund
growth is primarily attributable to changes in the resources in other State Funds available to lower
General Fund costs, primarily HCRA financing.

The number of Medicaid recipients is expected to grow to 4.81 million in 2010-11, an increase of 9.8
percent from the estimated 2009-10 caseload of 4.38 million.

School Aid

Projected school aid spending reflects expected increases in foundation aid, universal pre-
kindergarten expansion, and expense-based aids such as building aid, transportation aid, and excess cost
aids. On a school year basis, school aid is projected at $22.5 billion in 2010-11, $24.2 billion in 2011-12,
and $26.3 billion in 2012-13.

MULTI-YEAR SCHOOL AID PROJECTIONS - SCHOOL-YEAR BASIS
(millions of dollars)

Annual $  Annual % Annual % Annual %
2009-10 2010-11 Change Change 2011-12 Change 2012-13 Change

Foundation Aid/Academic Achievement Grant 14,893 14,893 0 0.0% 15,890 6.7% 17,390 9.4%
Other Operating Aids 217 217 0 0.0% 205 0.0% 205 0.0%
Universal Pre-kindergarten 414 414 0 0.0% 460 11.1% 520 13.0%
EXCEL Building Aid* 165 185 20 121% 192 3.8% 192 0.0%
Expense-Based Aids 5,638 6,129 491 87% 6,650 85% 7,220 8.6%
Other Aid Categories/Initiatives 628 685 57 9.1% 753 9.9% 813 8.0%
Total School Aid 21,955 22,523 568 2.6% 24,150 7.2% 26,340 9.1%

* Represents State debt service costs.

School aid has two principal State funding sources: the General Fund and the Lottery Fund. When
lottery revenues decline during a fiscal year from the level projected at the Enacted Budget agreement, the
General Fund is required by law to fund the difference (the “lottery aid guarantee”). This is the case in
2009-10, with core lottery revenue projections revised downward by $131 million since budget
enactment. In addition, ARRA funding is expected to be available to help finance spending in the 2009-
10 and 2010-11 school years.

MULTI-YEAR SCHOOL AID PROJECTIONS - FISCAL YEAR BASIS
(millions of dollars)

Annual $ Annual % Annual % Annual %

2009-10 2010-11 Change Change 2011-12 Change 2012-13 Change
General Fund Local Aid 18,019 19,103 1,084 6.0% 20,653 8.1% 22,651 9.7%
Lottery Aid Guarantee 131 0 (131) -100.0% 0 0.0% 0] 0.0%
Core Lottery Aid 2,148 2,148 0 0.0% 2,180 1.5% 2,221 1.9%
VLT Lottery Aid 478 652 174 36.4% 690 5.8% 738 7.0%
Total State Funds 20,776 21,903 1,127 5.4% 23,523 7.4% 25,610 8.9%

Revenues from core lottery sales are projected to remain flat in 2010-11, followed by an increase of
$32 million in 2011-12, and $41 million in 2012-13 (totaling $2.2 billion in 2012-13). Revenues from
VLTs are projected to increase by $174 million in 2010-11, by $38 million in 2011-12, and by $48
million in 2012-13 (totaling $738 million in 2012-13). The Financial Plan currently assumes a one-time
franchise payment from the sale of VLT development rights at Aqueduct in 2010-11, where operations
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are expected to begin in 2011. However, the DRP proposes that the VLT franchise payment be finalized
in the current year, which would increase lottery resources in the current year and reduce them by a
similar amount next year.

Mental Hygiene

Mental hygiene spending is projected to total $2.3 billion in 2010-11, $2.4 billion in 2011-12, and
$2.6 billion in 2012-13. Sources of growth include: increases in the projected State share of Medicaid
costs; projected expansion of the various mental hygiene service systems, including increases primarily
associated with the Office of Mental Retardation and Developmental Disabilities NYS-CARES program;
the New York/New York Il Supportive Housing agreement and community bed expansion in the Office
of Mental Health pipeline that are currently under development; and several chemical dependence
treatment and prevention initiatives in the Office of Alcoholism and Substance Abuse Services, including
treatment costs associated with recent changes to the Rockefeller Drug Laws.

Social Services

Local assistance spending for children and family services is projected to grow by $148 million from
2009-10 to 2010-11, and over $200 million annually through 2012-13. This is primarily the result of
growth in local claims-based programs and statutory cost of living adjustments.

Welfare spending is projected to total $1.5 billion in 2010-11, growing to $1.7 billion by 2012-13.
The estimates assume growth in the State’s public assistance caseloads, based on the latest economic
forecast and updated program data.

Higher Education

Spending is projected to decrease in 2010-11 by $180 million, followed by growth of $162 million in
2011-12, and another $89 million in 2012-13. The annual decline in 2010-11 is primarily attributable to
the deferral of approximately $300 million in CUNY spending from 2008-09 to 2009-10, which inflates
the 2009-10 base relative to 2010-11.

State Operations

State Operations spending is expected to total $8.9 billion in 2010-11, an annual increase of $462
million (5.4 percent). In 2011-12, spending is projected to grow by another $181 million (2.0 percent) to
a total of $9.1 billion, followed by another $128 million (1.4 percent) for a total of $9.3 billion in 2012-
13. The personal service projections reflect both the impact of ratified labor contracts and potential
spending for unions that have yet to reach agreements (with costs calculated assuming settlements
comparable to those already reached); the workforce reduction initiatives; salary adjustments for
performance advances, longevity payments and promotions; and adjustments to staffing levels.
Inflationary increases for non-personal service costs are expected to result in higher spending in all years.
Additional growth is driven by spending for ongoing initiatives, including the civil commitment program
for sexual offenders.

General State Charges

FORECAST OF SELECTED PROGRAM MEASURES AFFECTING GENERAL STATE CHARGES
Actual Forecast
2008-09 2009-10 2010-11 2011-12 2012-13
General State Charges
ERS Pension Contribution Rate as % of Salary 8.2% 7.3% 12.2% 17.9% 24.1%
PFRS Pension Contribution Rate as % of Salary 15.4% 15.3% 18.4% 25.9% 33.1%
Employee/Retiree Health Insurance Growth Rates 4.8% 4.6% 9.0% 9.0% 9.0%
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GSCs are projected to total $4.4 billion in 2010-11, $5.1 billion in 2011-12 and $5.9 billion in 2012-
13. The annual increases are due mainly to anticipated cost increases in the State’s pension contribution

for State employees and retirees.

The State’s 2009-10 ERS pension contribution rate as a percentage of salary is expected to grow
from 7.3 percent in 2009-10 to 24.1 percent in 2012-13. The Police and Fire Retirement System pension
contribution rate is expected to be 15.3 percent in 2009-10, growing to 33.1 percent by 2012-13. Pension
costs in 2010-11 are projected to total $1.7 billion, an increase of $474 million over 2009-10. In 2011-12,
costs are projected to increase an additional $612 million to total $2.3 billion. In 2012-13, they are
expected to increase by $688 million to total $2.9 billion. Growth in all years is driven by anticipated
increases in the employer contribution rate. The projections do not reflect the benefit of proposals to
create a new tier of pension benefits or amortize a portion of future costs.

Spending for employee and retiree health care costs is expected to remain stable through 2012-13,
with an average annual premium increase of approximately 9.0 percent.

FORECAST OF NEW YORK STATE EMPLOYEE HEALTH INSURANCE COSTS

(millions of dollars)

Health Insuranc