
MID-YEAR FINANCIAL UPDATE 1990-91 

INTRODUCTION 

Any mid-year budget update has limited usefulness as a precise 
measure of where the budget will be at the end of the fiscal year. 
Projections five months in advance are always uncertain, Given 
the volatility of the national economy, projections at this time can 
be little better than honest guesses However, it can be reasonably 
asserted that most change will be negative in the days immediately 
ahead, It seems clear that the national economic tide is receding, 
carrying state economies and revenues down with iL 

Here follows a detailed series of projections in the major 
categories on both sides of the budget and our current best estimate 
as to what the shortfall could be .. It will be, certainly, subject to 
change. 

CHANGES TO THE GENERAL FUND 
FINANCIAL PLAN 

This is the second quarterly update to the State's Financial 
Plan as required by Section 23(4) of the State Finance Law, 
Reflected in this update are a new economic forecast, an analysis 
of six months of actual cash operating results as reported by the 
State Comptroller, and an assessment of recent developments 
affecting both State receipts and disbursements. 

The first quarterly update to the 1990-91 cash basis Financial 
Plan was re.leased on July 30, I 990 and projected that receipts 
and disbursements would be balanced at $29,765 million each; 
this reflected a reduction in both categories of $9 million from 
the levels projected for the budget that was enacted in May, Since 
then, things have changed for the worse, 



ECONOMIC FORECAST 

The national economic outlook has dereriorated sharply since 
July Two ma.101 developments account for the dramatic shift. 

First, in late July the Federal government published revised 
economic data showing that the national economy was far weaker 
m late I 989 and _early I 990 than previously reported Subsequent 
downward rev1s1ons to State data showed similar weakness in the 
State economy that was also greater than previously reported, 

. Second,. the Iraqi invasion of Kuwait has driven oil prices 
higher, causing consumer confidence and the stock markets to 
plm!1met, and injecting ne2v uncertainties into the planning 
environment. Consumer conhdence undoubtedly has been further 
shaken by the prolonged difficulties laced by the Federal 
government in reaching timely agreement on a national deficit
reduct10n plan 

Sudden Changes 

In the wake of these developments, economists have slashed 
their forecasts since our last report 

In August, 92 percent of the economists comprisino the "Blue 
Chip" consensus lowered their forecast for 1990 gn~wth - the 
second-largest drop in the history of this reporL I~1 September. 
the consensus dropped again By October. the Blue Chip survey 
'•officially" predicted a national recession, beginning in the current 
quarter. The last time the consensus predicted a recession was 
in December 198 I, just before the I 982 recession. 

The Budget Division, too. now forecasts a national recession. 
stretching from the fourth quarter ol 1990 through the second 
quarterof 19.9 I At the natiunal level. growth in income and wages 
slows s1grnftcantly, and corporate profits decline The lorecasted 
recession is moderate, with a peak-to-trough decline in real gross 
national product (GNP) of only 0.6 percent. 

National Econom) 

Even before the invasion of Kuwait, the national economy 
had been growmg very slowly ll1r many months as a result of 
the efforts of the Federal Reserve Board to engineer a "soft 
landing" which would slow the economy without driving it into 
recession .. 
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The extent of the slowdown became strikingly apparent after 
the July 27 revisions to the national income and product accounts, 
which showed an economy that was far weaker than most 
economists had believed. The estimate for overall growth in the 
real grnss nattonal product in 1989 was revised downward by one
half of I percent, mostly reflecting weakness in consumer 
spending. Perhaps more disturbing was the revised pattern of 
growth, which showed a clear slowing throughout 1989. The most 
recent release for the April-June quarter of 1990 continues this 
pattern: overall growth in GNP was only 0.4 percent. 

. Since the August 2 invasion of Kuwait, the doubling of oil 
pnces has worsened the economic environment significantly. An 
ml shock of this magmtude has pervasive effects throughout the 
econ~my: it raises the price of oil-based necessities, such as 
gasolme and heating oil, and raises the price of other commodities 
as the costs of derivative goods and transportation and electricity 
nse, 

Consumers have to spend more of their income on those 
nece~sities_ that rise in price, and will have less money to spend 
on discretionary items such as restaurant meals, automobiles 
appliances, furniture, and consumer durables in general. I~ 
addition to these relatively direct effects, the invasion has had an 
important ~sychological effect: consumer confidence plunged in 
August, as 1t frequently does after a shock to economic or political 
systems. Thus, not only will consumers have less income available 
to spend on discretionary purchases, but they are less willing to 
spend the income they have. Finally, recent weakness in labor 
markets suggests that overall income growth is slowing. These 
three factors combined point to a significant slowdown in 
consumption. 

Businesses, too, have lost faith in the strength of the economy 
a~d have bee_n trimming their capital spending plans. Now, faced 
wrth slackemng consumer demand and the desire to avoid excess 
inventories, they will cut current production. 

The one bright spot in the outlook is an improvement in the 
volume of exports compared to imports .. Recent weakness in the 
dollar will improve the nation's international competitive position 
'.1fld all~w for contin~ed growth in exports, despite reduced growth 
111 for~rgn economies. Import growth will slow significantly, 
reflectmg the general slowdown in domestic consumption, The 
net result will be an improvement in the trade deficit. 
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In the updated forc:cast.. ti1c:,v ri -,;1(,:1·--•- _:":ii J() L1!-:1: h()hl 
in the fourth quarterol 19'J0 Bu,in, ;c:,r1«11l."" '"""ill"btlc 
manufacturers, will scale back prn·J1:d1:Hl r•i;1nc, 1:1 ! po11:-.i.:: to 
declining consumer spending and a desire tP c11ntrcd :q\·cntorics 

It is pr(~iected that a modeul!t cOll\lliilc'I ·It(/ 1·•·1 c \\ion 11·i// 
begin in the/imrth quarter of 1990 awl co11ti1111<' t/m,11gh 1he /i111 
half of 199 I.. 

Employment also will dee lirK loi 1hn··, { 1i:1,'>•,'('IH I\ (-- qu;:1rtcr:-. 
and the growth rates of \'-'a!.!CS and pL"-r:,rnwi 111torn1.:, \\·ill slow 
significantly Corporate prol'its arc pru1cc tc·d to iw 11:t! in 1990 
and to decline in 199 I 

The Federal governrncnl \\ ill li:1'· \' nnl, c1 lirrn!cd cthilitv 10 
counter this econc~mic decline .. Direct li.,,·al s1i;i111l11s will he· out 
of the question, as the President and C'ongrc'ss in111ead strive to 
reduce the Federal delkit that hallooncd 01cr the· last decade 
Monetary policy will be the oni, a,·,,ilahk 11101 and the Federal 
Reserve Board (FRBI is expcc·tccl ill, 111 sh.,,1 krill i11te1c:sl tatcs 
modestly. Unfortunately .. the FRB's ahilit, I" lower long-term 
rates will be limited, gi,cn the upward prc"11rc on rates lrnm 
the Federal budget deficit and It orn higher 1,,rcign interest rates 

Nonetheless, since !he national economy has already been in 
a slow-growth phase. many of the excesses 11or111ally present in 
a recession aie missinu There has not been a recent construction 
boom, a big inventoryl1uildup. a signifiL·ant ri:-c i11 i11/lation (aside 
from oil) or other characteristics of a booming. eeonomy 
Consequently, fewer corrections will have In "crnr during the 
recession 

After a mild eumon1ic de( line .. ilh' _/i,u1£ t11ir 11111iciJ}(lfl'.\ that 
groll·th rri/1 resume in 1hc lmr half , J /99 /. 11,1111 cd Ii\ 111ode.11!_, 
/oll'er int ere.\/ rnte., mu/ a reclIH 1i1m in oil 1nh es ji·om cutn'llt 
lel'els, 

Many risks remain Tire c1J11r:,c Ill Jlllli1i, :rl and eurn"mic 
events will be unusualh uncertain '"'c'r the next sever,,! months 
Although a moderate recession is the 1110:,1 probable outcome, other 
outcomes are possible: 

• Oil prices could ,·ary widch cllld "ildly: prices will surge 
if\\ ar breaks Olli with concomilant destruction of oil lie Ids. 
or will case ii a negoti11ted scllicllll'lll occurs quickly. llnde, 
either sccn11rio. oil pr ices are unlikely to return to pre
August levels Im tl1e lo1e,ee,dile l11111n· 

-l 

• Although there are relatively few excesses in the "real" 
economy, dramatic financial excesses abound. "Junk" 
bonds, bad real estate loans, and the increased debt load 
on businesses generally have created a fragile financial 
structure. Some commercial banks and insurance compa
nies are beginning to face problems similar to those that 
have been widespread throughout the savings and loan in
dustry. It is difficult to predict the extent to which cash 
flow problems, bankruptcies, and a credit squeeze will de
lay or hinder a recovery in the real economy. 

• The national and international response to the Federal gap
reducing package continues to be a major uncertainty. In 
addition, the weakening economy may drive the Federal 
deficit above current projections, further disrupting the 
financial markets. 

The reactions of consumers, businesses, and the Federal 
Reserve Board to the current economic environment and to the 
risks described above may vary substantially from expectations_ 
As always, the path of the national economy may be more or less 
favorable than forecast. 

New York Economy 

Nerv York is feeling the ~ffects of the s/orving national 
economy. 

Along with the rest of the Northeast, and most of the rest 
of the country, we have been experiencing weaker economic 
growth over the last year and a half. The real estate market has 
been very weak, many construction projects are ending, the 
financial services industry has been shedding jobs, and defense 
spending has been declining. The weakness has become 
particularly pronounced in recent months, with New York 
employment declining since early in the year, after adjusting for 
seasonal variations. Most of the decline has been centered 
downstate. 

All sectors and regions of the State will weaken relative to 
their performance over the last year. The State's economy will 
begin to recover at about the same time and for the same reasons 
as the national economy, but will grow more slowly than the 
nation. In addition, the financial services sector is expected to 
stabilize by the end of 199 I, thus reducing a source of weakness 
in the State economy since 1987. 
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In aggregate, employment in New York is expected to decline 
for the remainder of 1990 and through much of 1991, before a 
modest recovery begins. Wage growth will slow significantly over 
the remainder of this year. 

The forecast for New York is subject to the same uncertainties 
as the national forecast.. In addition, there are a variety of New 
York-specific risks - New York depends more on foreign oil 
than the rest of the nation, and it is difficult to predict when and 
to what degree the financial services industry will recover. Another 
uncertainty relates to the rate of growth in wages per employee. 
The average wage per employee is higher in New York than in 
the nation, and has grown faster than the national average 
throughout most of the 1980s .. There are now signs that this trend 
may be reversing. The extent and speed of such a reversal poses 
a significant risk in either direction to the overall forecast of wages 

Revisions in Receipts Estimates 

The impact of the economic downturn upon New York's 
revenue structure has been sharp and swift Withholding and sales 
tax collections have slowed significantly, bank tax collections have 
declined sharply, and real property gains tax collections have 
plummeted. As the Comptroller's monthly reports indicated, tax 
collections were essentially on target for four months, and then 
fell nearly $200 million below projections in August and 
September - despite relatively modest expectations. These 
shortfalls, coupled with a forecast of even further deterioration 
in the economy over the remaining six months of the year, 
necessitate major downward revisions to revenue estimates for 
the current year. After reflecting these revisions, projected General 
Fund receipts, including transfers from other funds and net of 
impoundment to repay the I 989-90 deficit notes, have been revised 
downward from the July forecast to $28,999 million 

Cash flow patterns: Tax receipts through September, after 
adjusting for the reclassification described below, were lower than 
projected in the July update, and in fact were $313 million, or 
2A percent, lower than the first six months of 1989-90 A year
over-year decline in receipts during the first six months of the 
fiscal year was expected. It resulted mainly from a reduction in 
withholding tables that initially took effect in October of 1989, 
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and a sharp rise in the amount of refunds paid on 1989 personal 
income tax liability. 

Even after the estimated reductions described below, tax 
receipts are expected to show year-over-year growth during the 
second half of the year, as several of the mtluences retardmg 
growth disappear and as the impact. of the revenue raising 
legislation adopted last spring takes effect 

Personal Income Tax: Personal income tax collections are 
now projected to total $15,112 million, down $460 million from 
the July forecast. Weakening economic activity during the summer 
resulted in slower than projected growth in withholdings and 
estimated payments during the second quarter, and th.e sharply 
lower outlook for wage growth over the balance of the year 
requires substantial reductions in the forecast of receipts from this 
source durino the last half of the fiscal year, 

Collecti;ns for the last two months ran some $178 million 
behind expectations, including shortfaHs in withholding ($6 I 
million), estimated tax payments ($47 m1!11on) and delinquency 
payments ($26 million). Annual estimates for these categon~s h,we 
been reduced by $418 million, including $287 m1llwn. in 
withholding, $ I 04 million in estimated payments, and $27 m1lhon 
in delinquency payments. Further reductions in all other cate.gories 
of $42 million account for the balance of the revised estunate. 

Even at these revised, lower levels, some risk remains to the 
forecast as the extent of the slowdown in wage growth, and thus 
withholding, is not clear, and final installments on I 990 estimated 
taxes must grow by some 20 percent above last year's unusually 
depressed leveL 

User Taxes and Fees: User taxes and foes are now projected 
to total $7, 9 IO million, down $ l 70 million from the July update. 
After the reclassification of $1,117 million from this category to 
the miscellaneous receipts and transfers category, as described 
below, the revised estimate for this category is $6,793 million. 

Sales Tax: The effects of the weakening economy have been 
most pronounced on the estimate of_ sales tax receipts, which has 
been revised downward by $ I 33 mil hon - the largest reduction 
in this category, Consumer purchases of d~rable goo.ds such as 
automobiles, furniture and appliances, which compnse a .large 
and volatile portion of the sales tax base, have slowed dramatically 

7 



in recent months. After growing by 6.2 percent in 1988-89 and 
4.1 percent in 1989-90, the year-over-year increase in national 
purchases of consumer durables slowed to I. 7 percent in the first 
quarter of this fiscal year, and is expected to slow further as the 
economy continues to deteriorate. 

Largely reflecting the slowdown in consumer durables, sales 
tax collections grew by under one percent in the first half of the 
fiscal year (after appropriate adjustments for comparability) .. This 
growth was well below even the meager growth rates of the last 
two fiscal years, and also was below the modest expectations 
contained in the July financial plan. Year-over-year growth for 
the remainder of the fiscal year (after comparability adjustments) 
is expected to be minimal. After considering the tax increases 
enacted earlier this year, which will boost sales tax revenue in 
the second half of 1990-91, actual sales tax collections should show 
modest growth. 

After reflecting the $133 million downward revision and the 
reclassification of $1,117 million, reported General Fund sales 
tax receipts are expected to total $4.833 million .. 

Reclassification: The "true" growth in sales tax collections 
has become more difficult to discern than usual due to a recent 
change in the law which requires the Comptroller to credit the 
equivalent of one percentage point of sales tax collections to the 
Local Government Assistance Tax Fund (LGATF), for purposes 
of securing debt service on bonds of the Local Government 
Assistance Corporation (LGAC). To the extent that these moneys 
are not necessary to pay debt service, they are transferred from 
the LOA TF to the General Fund and are reported in the General 
Fund as a transfer fiom other funds rather than as sales tax receipts. 
Through September, approximately $272 million in moneys that 
otherwise would have been reported as sales tax receipts instead 
were reported as transfers. Based on the revised sales tax estimate, 
approximately $I, 117 million will be credited to the LOA TF by 
the end of the fiscal yeaL 

This revision to the I 990-91 financial plan conforms with this 
new reporting requirement by lowering the sales tax estimate to 
reflect the amount projected to be credited to the LOA TF, and 
by raising the estimate of transfers from other funds to reflect 
the amount expected to be transferred back to the General Fund 
from the LOA TF. In 1990-9 I , the amount transferred back to the 
General Fund is expected to equal the amount credited to the 
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LGATF because 11\\ debt service paylllcnts will be made in 1990-91 
on bonds ul tl,e Curp,,rntiu11 ln lulllrc years, the amount 
transferred back lrn111 the LG.\TF should be less than the amount 
credited to the I (.,;\ l r. tll thee ,tent ol debt service on the bonds. 
Ihe Compt1ulkr is e.·,.pectc-d to p1ovide inlormational reports that 
\viii facilf1:1t;.' \'t.';i1 t() , c:1r ,x,111parisn11s of sales tax receipts and 
transfers 

Other User 'la.n's: fhc revisions in estimates for other user 
taxes a11d Ices .. down $YI millio11 from July. are dominated by 
downward rcvisio11s in the estimates for the motor fuel tax, 
highway use tax. and moto1 vehicle Ices. The sharp run-up in 
g,;olinc prices after the Iraqi invasion of Ku\vait and continuing 
eco11omic dcteriorati(lll will depress gasoline consumption, and 
thus motor fuel tax collcctio11s .. i11 the second half of the fiscal 
year The highway use ta.x will be similarly affcctedc Finally, 
motor vehicle Ices in the scco11d half olthe year will be adversely 
affected h) the plu11gc in rnnsumer confidence and the concomitant 
slowdow11 in auto sales. 

The user taxes a11d Ices estimates will be subject to some 
u11ccrtaintv for the rcmai11dcr of this fiscal year, as the extent and 
pace ol c;msumer rctrc11chment continues to be a si?nificant 
uncertai111v in the cco11omic lorccast. I he e11actme11t ol Federal 
excise ta/increases poses a further risk to the estimates for this 
category. si11ce the tax increases could drive down consumption 
a11d '1hei-eby drive do" 11 State tax collcctio11s as welL 

Bmi11ess '/11.w.,: Total business tax receipts are now projected 
at $4,104 million .. dow11 $7 lllillio11 from the July forecast. The 
sharp rcvisio11 in the cco1wmic outlook si11cc July, coupled :,vith 
second qua1tcr collection informatio11. has produced partially 
offsetting cha11gcs in projected busi11ess tax collections. Higher 
energy prices suggest highc1 receipts from the corporation and 
utilities tax (up $18 milli,;nl. while the continuing troubles of the 
banki11g i11dus111 and revised audit expectations compel a further 
downw~ml re, i;i"" in ex['ccted 1cccipts from the bank tax (down 
$85 million) 

The lt>recast lor the State's general business tax has been 
adjusted upwmd modestly ($3s' million),_ reflecting sli_ghtly 
stronger-than expected second quarter collect1011s and a contmued 
ea~ing in 11i~ 11:, ·c ll! rcfu11il ;,.,;u.:tm·(· The estimate continues to 
a1111,.~<!i" _·.c,c1 ,n,.·., \\.1: L, !in, .. :s ill L·orporatc tax liability, 
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consistent with the economic forecast As in prior years, December 
and March will provide far more meaningful tax collection 
information. 

The estimate for petroleum gross receipts taxes has been 
increased $25 million .. The estimate for receipts attributable to 
the tax in effect through August 1990 has been raised to reflect 
the impact of higher oil prices on company receipts. This has been 
offset modestly by a reduction in the estimate of receipts under 
the converted tax that took effect after August, because 
consumption will be adversely affected by higher oil prices. 

Even at the half-way point in the fiscal year, substantial risk 
remains in the forecast of business taxes. Economic activity may 
contract at a pace that will offset the impact of higher oil prices 
on utility receipts, or commercial bank fortunes may weaken even 
more than projected here. More generally, all of the business tax 
estimates require timely remittance of money from the legal 
changes adopted this yeaL The extent to which such changes have 
affected cash results to date is unclear. 

Other Taxes: Receipts from other taxes are projected to total 
$1,217 million, a reduction of $99 million from the July estimate. 
The accelerating deterioration of the economy, a lack of credit 
availability that has had the effect of slowing asset purchases, and 
continued high mortgage interest rates have adversely affected 
collections under the real property gains tax (reduced $101 million) 
and the real estate transfer tax (down $6 million). Real property 
gains tax collections are now projected to total $285 million -
down from the 1986-87 peak of$792 million, and the lowest level 
since the inception of the tax (excluding the 1983-84 start-up year). 
Lower projected pari-mutuel tax receipts ( down $2 million) reflect 
the temporary loss of simulcasting and lower on-track handles 
experienced to date. Although the estimate for estate and gift tax 
revenues has been revised upward by $ 10 million to reflect recent 
collections from exceptionally large estates, the significant fall 
in security prices since the Iraqi invasion of Kuwait suggests that 
there is some downside risk. 

1Wiscel/aneous Receipts and Transfers: Miscellaneous 
receipts and transfers from other funds are now projected to total 
$2,548 million, including $1,175 million in miscellaneous receipts 
and $1,373 million in transfers .. The total estimate is $ I ,087 million 
more than reflected in the July plan, largely reflecting reductions 
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in actual and anticipated investment income and an incrca~e of 
$1.117 million lcir the reclassification of sales tax receipts. as 
described above Reported results to date in the transfers category 
have been affected by the inclusion ol the portion of the Stale sales 
tax eanrnu ked for debt service on bonds issued by the Local 
Government Assistance Corporation (See user taxes and fees for 
a more complete description of these tJansactions.) 

Revisions in Disbursements Estimates 

Before reflecting certain measmes designed specifically to 
reduce spending. General Fund disbursements. including transfers 
to other funds for capital p1ojects spending. debt service. and 
certain other purposes. are p1ojectcd to total $29.823 million. 
Although there are numerous changes to estimates of spending 
for individual programs. these la1gely offset each other The $58 
million net increase in disbursements from the $29.765 million 
level projected in July is driven primarily hy unanticipated 
increases in spending for public assistance, which in turn arc 
precipitated by the economic downturn, and by an anticipated 
shortfall in lottery receipts that requires an increase in General 
Fund support for education. The revised Financial Plan reflects 
$250 million in gap-closing actions that reduce estimated 
disbursements to $29.573 million 

Grants to Local Gorer11111e11ts: General Fund disbursements 
for Grants to Local Governments ate projected to total $20.193 
million The net change in disbursements for this category. a 
reduction of $58 million from the July estimate. reflects primarily 
an increase of $90 million in the estimate of spending i()l" Income 
Maintenance. hugely offset by a reduced estimate for foster care. 
and savings J'rom various cost management actions, 

Caseloads li:ir the AFDC and Home Re lie I programs of public 
assistance are now increasing al the fastest rate in approximately 
15 years New Yo1k saw a period of actual caseload decline. 
totalling 178,000 recipients. fo1 the five-year period ending in 
July 1989 as economic growth and increased emphasis on job 
training and placement provided opportunities for public assistance 
recipients. However. in the past year. caseloads have increased 
by 86.000 recipients .. or 7 percent 

Although the reasons for this caseload su1 ge are many and 
complex. most of the increase can be explained by the economic 
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slowdown. Rising unemployment, particularly in New York City, 
is being matched by a growing number of welfare case openings, 
and declines in case closings that result when recipients succeed 
in obtaining employment. There are other factors as well that 
contribute to the increase in caseloads, especially during times 
of economic distress These include societal changes, most notably 
increases in the number of New Yorkers living in poverty, and 
the number of female-headed households, and the recent influx 
of immigrants from the Soviet Union. Finally, New York City 
has scaled back its actions to terminate benefits to recipients who 
fail to meet administrative reporting and other requirements. 

All other spending in this category, exclusive of cash 
management actions, is now projected at $68 million below the 
level estimated in July. This reduction is caused primarily by 
lower-than-expected disbursements for foster care. Caseloads and 
associated local claims for this program are still growing 
considerably. but at a pace that is slower than expected at the time 
the 1990-91 Budget was enacted. The foster care caseload is now 
estimated to reach 70,000 by the end of 1990; this is some 2,000 
cases below the level reflected in the last projection, but still up 
sharply from the 58,500 level of last December. This slower 
caseload growth, along with an increased utilization of Federal 
funds, will result in reduced spending for this program. 

State Operations: Estimated disbursements for this category 
total $6,620 million, which is $75 million below the July estimate. 
Spending by the Department of Correctional Services is now 
projected at $I, I 57 million or $14 million higher than in July. 
Continuing growth in the inmate population in Corrections has 
necessitated a greater use of "double bunking" of prisoners .. 
Although this option allows prison managers to cope with 
overcrowding, it causes concomitant increases in prison staff and 
spending for supplies, food and materials. Approximately one
half of this increase would be offset by savings in grants to local 
governments and other actions. 

State Operations spending is also being driven up by the 
continuing presence of State Police officers at the St. Regis Indian 
Reservation in Franklin County. More than JOO State Police 
personnel have been deployed at St. Regis since April to prevent 
violence between rival factions of the Indian community at the 
reservation. This situation is expected to increase State costs by 
approximately $II million. Finally, the surge in oil prices 
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following the Iraqi invasion of Kuwait is causing an increase in 
spending for various State agencies, primarily the Divisions of 
State Police and Military and Naval Affairs that are heavy users 
of gasoline. . 

Offsetting these increases are $107 million in reductions due 
to the application of non-recurring savings and implementation 
of a statewide freeze as discussed in the section on the gap-closing 
plan. 

General State Charges: Spending for this category, estimated 
at $1,466 million, is down $40 million from the July update. All 
but $2 million of this reduction is attributable to cash management 
actions being implemented to offset the shortfall in receipts. 

Debt Service: No changes are anticipated for spending for 
debt service on the annual cash flow borrowing completed last 
spring and on commercial paper. 

Transfers to Other Funds: This category includes spending 
from the General Fund for capital projects and bonds as well as 
operating subsidies for certain State programs. Spending for debt 
service remains unchanged at $753 million. 

Disbursements for capital projects are estimated at $ 164 
million, a reduction of $41 million from the level projected in 
July. This reduction reflects slightly lower than projected spending 
for certain programs based on actual results for the first six months 
and slightly higher than expected miscellaneous receipts in the 
capital projects funds. Both developments reduce the need for 
General Fund support. In addition, the reduction reflects a $25 
million savings in tax-supported capital spending attributed to 
efforts to accelerate the sale of surplus State property. 

Disbursements for transfers to other funds from the General 
Fund increase by $22 million, primarily reflecting a reduced 
estimate for the level of funding provided by the State Lottery 
to the support of public schools. 
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OTHER GOVERNMENT AL FUNDS 

Special Revenue Funds 

Changes in this fund type primarily reflect increases and 
decreases driven by revised projections in the General Fund, The 
projected shortfall in lottery receipts results in a $24 million 
decrease in miscellaneous receipts, offset by an equivalent increase 
in transfers from the General Fund pursuant to the lottery aid 
guarantee, Spending for State Operations is projected to increase 
$53 million, financed by transfers of excess moneys from debt 
service furids cir excess balances in this fund type, These increases 
result in corresponding decreases to the State Operations category 
in the General Fund. Other minor changes are made to conform 
these projections to stated accounting policies of the State 
Comptroller_ 

Capital Projects Funds 

The mid-year update of the Capital Projects fund type reflects 
the impact of actual spending results and reimbursements made 
during the first half of the fiscal year, Projected spending for capital 
projects has been reduced to reflect slower spending in Federal 
and bond reimbursable programs_ Receipts in this fund type reflect 
corresponding reductions in Federal grants and bond proceeds. 
Projected miscellaneous receipts are increased to reflect receipts 
of authority_ bond proceeds for unreimbursed capital spending 
Correspondingly, the projected balance in this fund type is no 
longer expected to be negative at the close of the 1990-91 fiscal 
year 

Debt Service Funds 

Changes in this fund type are limited entirely to those resulting 
from the reclassification of sales tax proceeds to the Local 
Government Assistance Corporation Tax Fund .. A more detailed 
description of this reclassification appears in the sales tax 
discussion in the General Fund section. 
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THE GAP AND THE CLOSING PLAN 

Once again, given the uncertain circumstances. all predictions 
as to precisely what will occur during the period October I. 1990 
!o March 31, 1991 are. at best, honest guesses_ We project an 
imbalance of approximately 574 million dollars fur the 1990-91 
fiscal year. This full year estimate is consistent with the 
Comptroller's recent report that after six months. actual results 
were $246 million behind the cashflow projections 

Closing a potential gap that size will require sacrifice from 
every sector of State and local government To deal with it the 
Governor has implemented an aggressive two-part strategy to 
balance the current year budget 
. First, the Budget Director is releasing today a Budget Bulletin 
1mplementmg a complete freeze on hiring, purchases, contracts 
and travel. The current freeze differs from earlier actions because 
no acr~ss-the-board exceptions are granted. even for programs 
and ac11v1ties that are traditionally exempted from such controls 
Requests for exceptions will be considered on a case-by-case basis 
by _the Budget Division .. In addition. the Director is pursuing 
vanous other gap-closing actions These include the identification 
of certain excess fund balances, delays in the implementation of 
new programs pending legislative action, and additional sales of 
State prop~rty. In total,_ these actions are estimated to produce 
the approximate $250 m1lhon reflected in the current projections, 

S~cond, . all State age~1cies are directed to propose cost 
reduct!on_acllons that will, m the aggregate. close the remaining 
poten~ial imbalance of $574 million Agencies will submit plans 
equah_ng 3 percent, 5 percent and 7 percent of their current 
spe~dmg plans for State Operations, Aid to Localities and capital 
projects budgets. These proposals will form the basis of a detailed 
gap-closing agenda that will include administrative actions and 
measures that require legislative change. The Governor will 
present statutory amendments to the Legislature as soon as 
possible. 

771e Gol'emor 'Jp/011 c!ose,s the budget gap r/1m11g/J spmdmg 
cuts, 111a11age111e111 actions and 110 11ew tarcJ_ 
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General Fund Financial Plan Prepared 
on the Cash Basis of Accounting 

1990-91 

Opcnmg fund balance 

Receipts: 
Taxes 

Personal income lax 

tmlllions of dollars) 

User taxes and fees .................... . 
Business taxes ............... . 
Other revenues ........... . 

Miscellaneous rece1p1s ...................... . 
Transfers from olher funds ................ . 

lmpoundment for deficit TRANs .... . 

Total receipts ........................ . 

Disbursements: 
Grants to local governments 
State operations ............ . 
Genernl Stale charges .. . 
Debt service ....... . 
Transfers 10 other funds 

-Debt service ... 
-Capital projects 
-Other purposes . 

Total disbursements 

Change m fund balance . 

Closm_g fund balance . 

1990-91 
July 

Estimate 

.Q. 

15,572 
8,080 
4,111 
1,316 
l.204 

257 

1775) 

29,765 

20,251 
6,695 
1.506 

272 

753 
205 

83 

29,765 

-0-

-0-
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;s· = ::: vi ::, 0 ,.... --5 2 '< ;J tr 
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<ilU'll1l::lnOvi::i;'"tn-O.. 

Change 

-0-

(460) 
(1,287) 

m 
(99) 
(29) 

1.116 

.Q. 

(766) 

158) 
175) 
140) 
.Q . 

. Q. 

(41) 
22 

(192) 

1990-91 
October 

Estimuic 

-0-

15,112 
6,793* 
4,104 
1,217 
1.175 
1,373* 

1775) 

28,999 

20,193 
6,620 
1,466 

272 

753 
164 
105 

29.573 

(574) 

(5741 

* Rellccls redassificauon of sales tax receipts for Local Government Assistance Corpnrnuon. Sec !ext for 
full dcscnption. 

~ 
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00 

'° 

Openmg fund balance .. 

Receipts: 
Taxes 
Miscellaneous receipts ... 
Federal grants 

Subtotal . 

Jmpoundment for dclicll TRANs . 

Total receipts .... 

Disbursements: 
Grants to local governments .. 
State operations 
General State charges ..... 
Debt service ......... 
Capital projects ... 

Total disbursements . , .... 

Other linancmg sources 1uses): 
Transfers from other funds. 
Transfers to other funds . 
Bond and note proceeds 

Net other linancmg sources rnses) . 

Change m fund balance 

Closmg fund balance ..... 

Personal mcome tax . 

User laxes and fees 

**Sales and use tax . 
Mo1or fuel tax 
Cigarette & tobacco taxes . 
Motor vehicle fees .... 
Alcoholic beverngc tax 
Highway use tax . 
ABC license fees 
Hotel/motel tax. 
Contamcr tax 
Auto remai tax 

Busmess taxes . 

Corporation franchise lax 
Corporation and utilities taxes 
Insurance taxes .. 
Bank tax 
Petroleum gross receipts tax . 

Other taxes 

Real property gams tax 
Estate and gift taxes. 
Real estate 1ransfcr tax 
Pan-mutuel lax . 
Other taxes 

1990·91 Slate Financial Plan 
All Governmental Funds 

(millions ol dollars} 

Sp1.!c1al 
Gt.!nt.!ral Revenue 

Fune..! Func..ls 
--

-0- 1.276 

27.226 681 
1.175 3.072 

-0- 11.468 

28.401 15.221 

<775) -0-

27.626 15.221 

20,193 I 1,968 
6,620 4,503 
1.466 287 

272 -0-
-0- 2 

28,551 16,760 

1.373 3,078 
(1,022) ( 1.324) 

-0- -0-

351 1.754 

1574) 215 

{574) 1,491 

1990·91 Receipts Estimates 
Change From July Plan 

{millions of dollars) 

July 

15.572 

8,080 

6,083 
474 
626 
447 
227 
(3( 

29 
35 

I 
27 

4,111 

1.515 
1.242 

512 
4!5 
427 

1,316 

386 
674 
175 
80 

I 

Miscellaneous receipts and Federal grants. 

**Transfers from other funds 

1.204 

257 

Total receipts. :m.s.w 

c,1pual 
ProJl.!cls 

F'"unds 

169 

-0-
!,48! 

728 

2.209 

-0-

2.209 

. 328 
6 . 

-0, 
-0-

2.976 

3.310 

196 
<193) 
954 

957 

(144) 

25 

October 

15.112 

6.793 

4,833 
460 
617 
438 
229 
118 
29 
45 

I 
23 

4.104 

1,550 
l,260 

512 
330 
452 

1.217 

285 
684 
169 
78 

1.175 

1.373 

29,774 

01.!hl 
SerVll'l! 

Funds 

138 

1,202 
l,820 

-0-

3.022 

-0-

3.022 

·0-
-0-
-0-

1.023 
-0-

1,023 

1.872 
13.935) 

-0-

(2,063) 

{64) 

74 

Change 

(460) 

(1,287) 

(1,250) 
((4) 

(9) 
19) 
2 

{13) 
-0-
10 

-0-
(4) 

(7) 

35 
18 

-0-
(85) 
25 

{99) 

(101) 
Ill 
(6) 
(2) 

·0-

129) 

Lll6 

(766) 

**Re!lects rec\assificattnn of sales tax receipts for Local Government Ass1stancl! Cnrporanon. Sec text fi.ir full 
dcscnpt1on. 

<MEMO) 
Total 

1,583 

29. !09 
7,548 

12.196 

48,853 

<775) 

48,078 

32.489 
11.129 
I. 753 
1.295 
2.978 

49,644 

6,519 
{6,474) 

954 

999 

{567) 

1.016 


