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INTRODUCTION

This is the First Quarterly Update to the Enacted Budget Financial Plan (the "Updated
Financial Plan™) for FY 2012. The projections (and the assumptions upon which they are based)
in the Updated Financial Plan are consistent with the projections set forth in the Enacted Budget
Financial Plan. Readers should refer to the Enacted Budget Financial Plan for a complete
explanation of the receipts and disbursements projections for FYs 2012 through 2015. The
State’s FY 2012 began on April 1, 2011 and ends on March 31, 2012. The Division of the
Budget (DOB) expects to next update the multi-year projections in October 2011.

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

The General Fund is typically the financing source of last resort for the State’s other major
funds, including the Health Care Reform Act (HCRA) funds, the Dedicated Highway and Bridge
Trust Fund (DHBTF), the School Tax Relief (STAR) Fund, and the Lottery Fund. Therefore, the
General Fund projections account for any estimated funding shortfalls in these funds. Since the
General Fund is the fund that is required to be balanced, the focus of the State’s budget
discussion is often weighted toward the General Fund.

The State accounts for receipts and disbursements by the fund in which the activity takes
place (such as the General Fund), and the broad category or purpose of that activity (such as
State Operations). The Financial Plan tables present State projections and results by fund and
category. The State also reports disbursements and receipts activity by two other broad
measures: State Operating Funds, which includes the General Fund and funds specified for
dedicated purposes, but excludes Federal Funds and Capital Projects Funds; and All
Governmental Funds (“All Funds”), which includes both State and Federal Funds and provides
the most comprehensive view of the financial operations of the State.
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Fund types of the State include: the General Fund; State Special Revenue Funds, which
receive certain dedicated taxes, fees and other revenues that are used for a specified purpose;
Federal Special Revenue Funds, which receive certain Federal grants; Capital Projects Funds,
which account for costs incurred in the construction and rehabilitation of roads, bridges, prisons,
and other infrastructure projects; and Debt Service Funds, which account for the payment of
principal, interest, and related expenses for debt issued by the State and its public authorities.

The factors affecting the State's financial condition are complex. This Updated Financial
Plan contains forecasts, projections and estimates that are based on expectations and assumptions
which existed at the time such forecasts were prepared. Since many factors may materially
affect fiscal and economic conditions in the State, the inclusion in this Updated Financial Plan of
forecasts, projections, and estimates should not be regarded as a representation that such
forecasts, projections, and estimates will occur. Forecasts, projections and estimates are not
intended as representations of fact or guarantees of results. The words “expects,” “forecasts,”
“projects,” “i anticipates,” “estimates,” and analogous expressions are intended to

intends,
identify forward-looking statements in the Updated Financial Plan. Any such statements
inherently are subject to a variety of risks and uncertainties that could cause actual results to
differ materially and adversely from those projected. Such risks and uncertainties include,
among others, general economic and business conditions, changes in political, social and
economic conditions, impediments to the implementation of gap-closing actions, regulatory
initiatives and compliance with governmental regulations, litigation and various other events,
conditions and circumstances, many of which are beyond the control of the State. These
forward-looking statements speak only as of the date they were prepared.



FINANCIAL PLAN OVERVIEW

SUMMARY

In this Updated Financial Plan, DOB has made no revisions to the Financial Plan projections
set forth in the Enacted Budget Financial Plan dated May 6, 2011. DOB estimates that the
General Fund in FY 2012 is balanced on a cash basis of accounting. General Fund receipts,
including transfers from other funds, are expected to total $57.3 billion. General Fund
disbursements, including transfers to other funds, are expected to total $56.9 billion. DOB
expects the General Fund to end FY 2012 with a balance of approximately $1.7 billion,
unchanged from the Enacted Budget forecast. The budget gaps for future years are projected to
total approximately $2.4 billion in FY 2013, $2.8 billion in FY 2014, and $4.6 billion in FY

2015.
FY 2012 GENERAL FUND ESTIMATED CLOSING BALANCE
(millions of dollars)

Projected Fund Balance 1,737
Statutory Reserves

Tax Stabilization Reserve Fund 1,031

Rainy Day Reserve Fund 275

Contingency Reserve Fund 21

Community Projects Fund 51

Reserved For
Prior-Y ear Labor Agreements (2007-2011) 346

Debt Management 13

The Updated Financial Plan includes $1.5 billion in savings from State agency operations,
consistent with the Enacted Budget Financial Plan. This includes approximately $450 million in
gap-closing savings from, among other things, wage and benefit changes negotiated with State
employee unions, operational efficiencies, and attrition. The State has reached tentative five-
year collective bargaining agreements with the two largest public employee unions, representing
approximately 60 percent of the State workforce.

! Budget gaps represent the difference between (a) the projected General Fund disbursements, including transfers to other funds, needed to

maintain anticipated service levels and specific commitments, and (b) the expected level of resources to pay for them. The gap estimates are
based on a number of assumptions and projections developed by the DOB in consultation with other State agencies.
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MULTI-YEAR FINANCIAL PLAN PROJECTIONS

DOB estimates that the General Fund Financial Plan is balanced in FY 2012 and projects
budget gaps of approximately $2.4 billion in FY 2013, $2.8 billion in FY 2014, and $4.6 billion
in FY 2015. The net operating deficits in State Operating Funds are projected at $1.8 billion in
FY 2013, $2.1 billion in FY 2014, and $3.8 billion in FY 2015. The Multi-Year Financial Plan
projections are unchanged from the Enacted Budget Financial Plan. For a complete discussion
of the Financial Plan forecasts for receipts and disbursements, please see the Enacted Budget
Financial Plan dated May 6, 2011.

The following tables present the multi-year projections for the General Fund and State
Operating Funds.



MULTI-YEAR FINANCIAL PLAN PROJECTIONS

GENERAL FUND PROJECTIONS

MULTI-YEAR GENERAL FUND PROJECTIONS
(millions of dollars)

2010-11 2011-12 2012-13 2013-14 2014-15
Receipts
Taxes (After Debt Service) 49,529 53,137 53,893 56,705 58,201
Miscellaneous Receipts/Federal Grants 3,149 3,158 2,977 2,556 2,126
Other Transfers 1,769 998 772 615 610
Total Receipts 54,447 57,293 57,642 59,876 60,937
Disbursements
Local Assistance Grants 37,206 38,888 40,115 41,996 43734
School Aid 16,645 16,802 17,197 18,030 18,876
Other Education Aid 1,459 1,732 1,904 1,993 2,060
Higher Education 2,448 2,578 2,715 2,804 2,891
Medicaid (incl. administration) 7,478 10,236 10,456 11,009 11,458
Public Health/Aging 765 852 891 881 886
Mental Hygiene 2,239 1,881 1,978 2,161 2,280
Social Services 2,859 3,117 3,441 3,721 3,885
Local Government Assistance 776 767 797 787 787
All Other* 2,537 923 736 610 611
State Operations 7,973 7.356 7,951 7,915 8,210
Personal Service 6,151 5,560 5,773 5,879 6,047
Non-Personal Service 1,822 1,796 2,178 2,036 2,163
General State Charges 4,187 4,668 5,126 5,499 5,660
Pensions 1,470 1,670 1,857 2,113 2,411
Health Insurance (Active Employees) 1,834 2,144 2,367 2,575 2,592
Health Insurance (Retired Employees) 1,221 1,285 1,418 1,543 1,553
All Other (338) (431) (516) (732) (896)
Transfers to Other Funds 6,007 6,020 6,738 7,160 7,796
State Share Medicaid 2,497 3,032 3,119 3,082 3,082
Debt Service 1,737 1,449 1,712 1,658 1,566
Capital Projects 932 800 1,168 1,361 1,456
SUNY- Hospital Medicaid 207 200 200 200 200
Judiciary Funds 131 119 119 121 123
Banking Services 74 55 55 55 55
Financial Management System 5 42 55 55 55
Indigent Legal Services 45 40 40 40 40
Mental Hygiene 0 0 0 317 869
All Other 379 283 270 271 350
Total Disbursements 55,373 56,932 59,930 62,570 65,400
Change in Reserves (926) 361 91 142 142
Prior-Year Labor Agreements (2007-11) 0 346 142 142 142
Community Projects Fund 40 (85) (51)
Rainy Day Fund 0 100
Reserved for Deferred Payments (906)
Reserved for Debt Management (60)
Budget Surplus/(Gap) Before Actions 0 0 (2,379) (2,836) (4,605)
1 All other includes school aid deferral and local aid spending in a number of other programs, including parks and
the environment, economic development, and public safety.




MULTI-YEAR FINANCIAL PLAN PROJECTIONS

STATE OPERATING FUNDS PROJECTIONS

STATE OPERATING FUNDS PROJECTIONS
(millions of dollars)

2010-11  _2011-12 2012-13 2013-14  _2014-15

Receipts:

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

Miscellaneous Receipts/Federal Grants 19.260 19,399 20.126 20,135 19,982

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

Disbursements:

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

State Operations 17,387 16,728 17,545 17,708 18,194
Personal Service 12,422 11,677 11,971 12,174 12,468
Non-Personal Service 4,965 5,051 5,574 5,534 5,726

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

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

Capital Projects 18 5 5 5 5

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

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

Net Operating Surplus/(Deficit) (841) 566 (1,782) (2,076) (3.834)
Designated Fund Balances 841 (566) (597) (760) (771)
General Fund 926 (361) 1) 142) (142)
Special Revenue Funds 42) (85) (404) (512) (483)
Debt Service Funds 43) (120) (102) (106) (146)

General Fund Budget Gap 0 0 (2,379) (2,836) (4,605)

1 All other includes school aid deferral and local aid spending in a number of other programs, including
parks and the environment, economic development, and public safety.




YEAR-TO-DATE OPERATING RESULTS

Positive operating results through June 2011 compared the Enacted Budget forecast are
believed to be timing-related and do not provide a basis for revising the annual estimates of
receipts or disbursements at this time. In addition, DOB believes the changes in receipts and
disbursements from the first quarter of FY 2012 compared to the first quarter of FY 2011 does
not provide a reliable basis for extrapolating annual trends, given the distorting impact of cash
management actions that were taken in FY 2011.

General Fund receipts, including transfers from other funds, totaled $15.7 billion, $809
million above the Enacted forecast. DOB attributes the favorable variance to the timing of tax
payments, which are expected to be offset by marginally weaker receipts collections over the
remainder of the year.

General Fund disbursements, including transfers to other funds, totaled $14.6 billion through
June 2011, or $1.2 billion below the Enacted forecast. The favorable results appear to be due
entirely to the timing of disbursements, with several large payments originally anticipated in
June occurring in July. After adjusting for these timing-related variances, disbursements to date
appear to be generally consistent with the Enacted Budget forecast through the first quarter.

GENERAL FUND OPERATING RESULTS THROUGH JUNE 2011
(millions of dollars)

Actual Favorable/

Plan Results (Unfavorable)
Opening Balance 1,376 1,376 n/a
Receipts 14,896 15,705 809
Personal Income Tax" 9,943 10,432 489
User Taxes and Fees' 2,915 2,925 10
Business Taxes 1,131 1,363 232
Other Taxes" 362 371 9
Non-Tax Revenue 545 614 69
Disbursements 15,783 14,589 1,194
Education 5,445 4,974 471
Health Care 3,491 2,923 568
Social Services 955 805 150
All Other Local 1,602 1,491 111
Personal Service 1,610 1,725 (115)
Non-Personal Service 483 414 69
General State Charges 844 845 1)
Transfers To Other Funds 1,353 1,412 (59)
Change in Operations (887) 1,116 2,003
Closing Balance 489 2,492 2,003
! Includes transfers from other funds after debt service.




YEAR-TO-DATE OPERATING RESULTS

Significant spending variances from the Enacted Budget projections include:

Education: Reflects lottery aid financing of school aid payments that was inadvertently
assumed in the General Fund ($240 million) and lower than projected school district
claiming that impacts the timing of payments ($70 million). In addition, the processing
of claims for preschool special education and summer school special education is
expected to result in these payments occurring in July and August rather than in June.

Health Care: Lower spending reflects timing changes of certain Medicaid managed care
premium payments ($280 million), the required repayment of Federal overpayments
associated with inpatient rate packages ($177 million), and processing delays of public
health reimbursement to counties and providers for claims submitted under various
programs ($135 million).

Social Services: Spending fell short of projections largely due to the processing of the
monthly settlement payment to social service districts for public assistance benefits ($102
million) and adult shelter payments ($30 million) in July rather than June.

Other Local: Higher education spending through June was $105 million lower than
projected, due largely to the timing of processing of SUNY’s quarterly community
college payments, intended to be paid in late June but made in July.

Personal Service: Higher spending is primarily due to SUNY’s timing of processing
routine accounting transfers between funds ($83 million).

Non-Personal Service: Lower spending is largely driven by SUNY ($39 million),
augmented by modest variances in numerous agencies.



YEAR-TO-DATE OPERATING RESULTS

GENERAL FUND OPERATING RESULTS YEAR OVER YEAR

APRIL THROUGH JUNE
(millions of dollars)

FY 2011 FY 2012 Increase/(Decrease)
Actual Actual $ %

Opening Balance 2,302 1,376 (926)

Receipts 12,659 15,705 3,046 24.1%
Personal Income Tax" 8,035 10,432 2,397 29.8%
User Taxes and Fees' 2,747 2,925 178 6.5%
Business Taxes 977 1,363 386 39.5%
Other Taxes' 378 371 (7) -1.9%
Non-Tax Revenue 522 614 92 17.6%
Disbursements 15,048 14,589 (459) -3.1%
Education 6,922 4,974 (1,948) -28.1%
Health Care 2,578 2,923 345 13.4%
Social Services 300 805 505 168.3%
All Other Local 1,301 1,491 190 14.6%
Personal Service 1,648 1,725 77 4.7%
Non-Personal Service 402 414 12 3.0%
General State Charges 638 845 207 32.4%
Transfers To Other Funds 1,259 1,412 153 12.2%
Change in Operations (2,389) 1,116 3,505

Closing Balance 87) 2,492 2,579

! Includes transfers from other funds after debt service.

The closing balance in the General Fund as of June 2011 was $2.6 billion higher than the
closing balance on June 2010. Growth in revenue collections and a decline in spending have
improved the State’s operating position through June 2011 as compared to the prior year.

Tax receipts through June were roughly $3.0 billion (24 percent) higher than the prior year,
largely due to: sustained positive wage growth, lower personal income tax refunds due to timing
differences, continued corporate profits and increased consumer spending.

Through June, spending was $459 million (3.1 percent) lower than the same period last year,
largely due to an extra school aid payment in the prior year that was delayed from March 2010 to
June 2010. Excluding school aid, all other spending exceeded the prior year by nearly $1.5
billion mainly due to the effect of strict cash controls that had been instituted by DOB to
maintain positive cash balances in the prior year. Other significant drivers of increased spending
include growth in health care and social service costs, salary increases related to performance
advances for union employees effective April 1, 2011, and payment of a retroactive salary
increase for certain Judiciary employees.
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STATE OPERATING FUNDS

STATE OPERATING FUNDS RESULTS APRIL - JUNE 2011
(millions of dollars)

FY 2012 FY 2012 Favorable/

Projections Results (Unfavorable)
Opening Balance 3,970 3,970 0
Receipts 20,221 20,971 750
Taxes 16,113 16,922 809
Miscellaneous/Federal Receipts 4,108 4,049 (59)
Disbursements 21,199 20,183 1,016
Education 5,778 5,295 483
Health Care 4,817 4,400 417
Social Services 959 808 151
All Other Local 3,277 3,161 116
Personal Service 2,955 3,003 (48)
Non-Personal Service 1,158 1,250 92)
General State Charges 1,231 1,248 17)
Debt Service 1,024 1,017 7
Capital Projects - 1 1)
Other Financing Sources 1,073 1,201 128
Change in Operations 95 1,989 1,894
Closing Balance 4,065 5,959 1,894

State Operating Funds ended June 2011 with a closing balance of nearly $6.0 billion, $1.9
billion above projected levels. Higher tax receipts are largely due to lower than projected PIT
refunds paid and higher than expected corporate franchise tax collections. Miscellaneous
receipts fell below projections mainly due to lower than expected refunds and reimbursements.

Lower local assistance spending primarily reflects the General Fund variances in education,
health care and social services described above. Total agency operations spending exceeded
projections mainly due to earlier than anticipated spending.
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YEAR-TO-DATE OPERATING RESULTS

APRIL - JUNE STATE OPERATING FUNDS RESULTS YEAR OVER YEAR
(millions of dollars)

FY 2011 FY 2012 Increase/(Decrease)

Results Results $ %
Opening Balance 4,811 3,970 (841)
Receipts 18,004 20,971 2,967 16.5%
Taxes 13,984 16,922 2,938 21.0%
Miscellaneous/Federal Receipts 4,020 4,049 29 0.7%
Disbursements 19,396 20,183 787 4.1%
Education 7,249 5,295 (1,954) -27.0%
Health Care 3,655 4,400 745 20.4%
Social Services 303 808 505 166.7%
All Other Local 2,551 3,161 610 23.9%
Personal Service 2,840 3,003 163 5.7%
Non-Personal Service 1,042 1,250 208 20.0%
General State Charges 782 1,248 466 59.6%
Debt Service 966 1,017 51 5.3%
Capital Projects 8 1 @) -87.5%
Other Financing Sources 1,084 1,201 117
Change in Operations (308) 1,989 2,297
Closing Balance 4,503 5,959 1,456

Consistent with the General Fund, State Operating Funds tax receipts and spending exceed
the prior year described above. In addition to the General Fund increase described earlier, higher
spending in other State Funds through June is mainly due to mental hygiene and transit aid
payments. Agency operations increased over the prior year due to an additional institutional
payroll and higher non-personal service spending in various agencies mainly due to spending
restrictions in place in the prior year. Health insurance payments delayed in the prior year
contribute to General State Charges increases.
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YEAR-TO-DATE OPERATING RESULTS

ALL GOVERNMENTAL FUNDS

All GOVERNMENTAL FUNDS RESULTS THROUGH JUNE 2011
(millions of dollars)

Favorable/

Projections Results (Unfavorable)
Opening Balance (April 1, 2011) 3,811 3,811 n/a
Receipts 33,739 33,376 (363)
Taxes 16,421 17,220 799
Miscellaneous Receipts 5,060 4,987 (73)
Federal Grants 12,258 11,169 (1,089)
Disbursements 33,518 31,751 1,767
State Operating Funds 21,199 20,183 1,016
Capital Projects Funds 1,698 1,827 (129
Federal Operating Funds 10,621 9,741 880
Other Financing Sources 70 (10) (80)
Change in Operations 291 1,615 1,324
Closing Balance (June 30, 2011) 4,102 5,426 1,324

All Governmental Funds spending lagged projections by nearly $1.8 billion mainly due to the
variance in State Operating Funds described earlier, plus a variance in Federal operating
spending as a result of roughly $700 million in social services settlement payment delays, as well
as lower than projected Medicaid spending.

All GOVERNMENTAL FUNDS RESULTS YEAR OVER YEAR
(millions of dollars)

FY 2011 —Increase/(Decrease) __
Actual Results $ %
Opening Balance (April 1) 4,859 3,811 (1,048)
Receipts 30,244 33,376 3,132 10.4%
Taxes 14,286 17,220 2,934 20.5%
Miscellaneous Receipts 4,932 4,987 55 1.1%
Federal Grants 11,026 11,169 143 1.3%
Disbursements 31,450 31,751 301 1.0%
State Operating Funds 19,396 20,183 787 4.1%
Capital Projects Funds 1,544 1,827 283 18.3%
Federal Operating Funds 10,510 9,741 (769) -7.3%
Other Financing Sources (21) (10) 11
Change in Operations (1,227) 1,615 2,842
Closing Balance (June 30) 3,632 5,426 1,794
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FINANCIAL PLAN TABLES

EXCEPT FOR THE TABLES LISTED BELOW, THE FINANCIAL PLAN SCHEDULES ARE
UNCHANGED FROM THOSE SET FORTH IN THE ENACTED BUDGET FINANCIAL PLAN
DATED MAY 6, 2011.

Cash Flow — Update of FY 2012 Monthly Projections

GENEIAl FUNG ... ettt st reenne s T-1
State OPerating FUNGS .........coiieiee e esraene s T-2
Capital Projects FUNAS - TOtal ..........ccooiiiiiiiieieieeee e T-3
Capital Projects FUNS - STALE ........ceeivieieiieieee e T-4
Capital Projects Funds - Federal ... T-5
Special Revenue FUNAS - TOtal.......c.cccvoiiiiiiiec e T-6
Special Revenue FUNAS - STALE .......c.oiiiiiiii e T-7
Special Revenue FUNAS - Federal...........cooiiieiiiiiiiese e T-8
DED SEIVICE FUNAS ..ottt T-9
All Governmental FUNGS ..........ooiiiiiieiie e T-10
SEALE FUNGS ...ttt b et e e ne e b e e nteene e T-11
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