NEW YORK STATE BUDGET SUMMARY
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“The submission of an Executive Budget to the
. Legislature of a great State is one of the vital
" acts which dramatize the common responsibility
of twoe branches of a democratic government.
Qur functions are differentiated; our obligation
of public service is one. It is our duty together
to find common ground for the many different
concerns and points of view inherent in a free
society. . . .

"It is my firm intention that our budget give an accurate, comprehen-
sive and yet relatively simple picture of the condition and programs of
the State.”

Governor Averell Harriman
From the February I, 1955 Budget Message
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FOREWORD

Responsibility for the preparation of the State budget rests with the
Governor. He is required by the State Constitution to present to the
Legislature, on or before February 1 of each year, a complete plan of
proposed expenditures for the fiscal year beginning April 1 and esti-
mates of revenues expected to be available The Governor presents
legislative bills which incorporate his budget recommendations. The
Governor also recommends any additional appropriations required to
complete the current fiscal year. These are known as deficiency appro-
priations.

The Legislature may reduce, strike out, or add items in the budget
bills, and may consider special appropriation biils after acting on the
budget bills The Governor may supplement or amend his budget
within thirty days, and thereafter with the consent of the Legislature.
Thus, the State’s budget as finally adopted differs from the original
financial plan presented by the Governor in his Budget Message,

The primary purpose of this publication is to present the budget
as it was finally enacted and to provide information which is uselul in
the consideration of the 1956-57 Executive Budget. In summarizing
the 1955-36 financial plan, this booklet points out differences between
the Governor’s recommendations and the Legislature’s enactments. It
also compares the financial plan for the 1955-56 fiscal year with the
State's financial operations during 1954-55.

The projected financial plan for 1953-56 is based on information
available shortly after the close of the 1955 legislative session, No new
estimates of revenues or expenditures have been made for purpoeses of
this booklet.

NEW YORK STATE FUNDS
General Fund

Most of the State’s tax revenues and certain miscellancous receipts
are credited to the General Fund which is divided into two com-
ponents: (1) the Local Assistance Fund, from which appropriations
are made for support of units of local government and for transfers to
the Capital Construction Fund to finance the State’s share of local
capital projects, and (2) the State Purposes Fund, from which appro-
priations are made for operation of State departments, for general
state charges, for debt service, and for transfers to the Capital Con-
struction Fund. The revenues of the General Fund are divided between
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the Local Assistance and State Purposes Funds In 1934533, the Local
Assistance Fund received 56 per cent and the State Purposes Fund 44
per cent of total General Fund revenues

Both the Local Assistance and State Purposes Funds have Reserve
Funds to which operating surpluses are transferred at the end of the
fiscal year  These Reserves may be drawn upon if a deficit occurs in
cither opetating Fund, but such withdrawals must be repaid from
succeeding vears’ revenues.

Capital Construction Fund

The State’s construction program is financed through the Capital
Censtiuction Fund. This Fund originally was built from surpluses
accumulated during World War IT when little construction work could
be done. Since then, its resources have been provided mainly by
transfers fiom the CGeneral Fund, the War Bonus and Mental Health
Bond Account, and bond funds.

The operations of the Capital Constiuction Fund differ from those
of the General Fund because of the nature of capital financing. The
resources and contract commitments of the Capital Construction Fund
carry over from year to year. Its appropriations are authorizations to
commit and spend State funds for specific purposes, and since the com-
pletion of contracts often requires several years, most unexpended
balances are reappropriated annually. These re-enactments constitute
the major part of total Capital Construction Fund appropiiations,
which greatly exceed annual expenditures

Presentation of State Financial Operations

Until this year, presentation of the State’s financial program was
confined to separate descriptions of the operations of the General Fund
and the Capital Construction Fund, and did not give a combined
picture of total State financial operations The 1955-56 Budget
Message gave a more complete picture of State fiscal operations by
presenting an analysis of the combined income and outgo of the
General Fund and the Capital Construction Fund.  This presentation
emphasized expenditures rather than appropriations, and gave a
broader financial picture.

The significance of this change in presentation is demonstrated when
the financial operations of the State for the fiscal year 1954-55 are
considered {rom both points of view When only General Fund

operations are considered, 1954-33 revenues exceeded expenditures,
and the State closed the fiscal year with a General Fund surplus of
$1.0 miilion which was transferred to the Reserve Funds. However,
when income and outgo of the Capital Construction Fund are added
to those of the General Fund, total outgo exceeded total income, result-
ing in a deficit of $40.0 million. Since the $1.0 million General Fund
surplus was transferred to the Reserve Funds, the resources of the
Capital Construction Fund were actuaily depleted by $41.0 miliion

The new method of presentation provides a more comprehensive
picture of the State’s financial condition and corrects the misleading
impression that the State has been accumulating surpluses during the
past few years, when actually this has been true only of General Fund
operations. In recent years the total budget has been balanced by
drawing on Capital Construction Fund resources which have been
diminishing rapidly.

Other important improvements were made in the [1855-56 Budget
Message in.order to provide a clearer understanding of the State’s
financial operations. In describing the condition of the Capital Con-
struction Fund, careful distinction was made between resources cur-
rently available for expenditure and other resources which are not
available for expenditure. More detailed data were presented on
actual and estimated expenditures for capital construction,

Deficiency appropriations were charged to the year in which the
money was to be spent, in order to relate appropriations more closely
to the fiscal year for which they were intended This replaced the
previous practice of showing deficiency appropriations for one year
with regular appropriations for the following year, an arrangement
which made it difficult to determine the total appropriations applicable
to a particular fiscal year.

In presenting a more comprehensive picture of State finances, it was
necessary to introduce a number of new tables into the Budget Message.
The most important customary tables also were presented in order to
facilitate comparisons with prior years. This booklet follows the same
practice,



INCOME AND OUTGO

The income and outgo of the General Fund and the Capital Con-
struction Fund must be combined for a broad view of the State’s
budgetary program. The table below shows income and outgo for
1954-55 compared with the amounts for 1955-56 as estimated shortly
after the close of the 1935 legislative session.

INCOME AND OUTGO

{General Fund and Capital Construction Fund}*
(Mitlions}

1954-55 1953.36
Income: Actual Estimated
General Fund Revenues. .. $1,159.1 1,22
Other Income available to Capttai Construc- FL158. #2291
tion Fund oo o 40.3 67.8
Total Income. . .. . . . . $1,199.4 51,296.9
Qutgo:
Expenditures:
Local Assistance, Current Qperations $ 6225 § 6855
State Purposes, Current Opcratrons ‘ 426 6 458.6
Capital Construction. B . 1529 163 6
Debt Service ... 279 97.7
Total Expenditures. ... .. .. . . $1,2299 51,3354
Net Cash Qutgo from Capital Construction
Fund for First Instance Advances . 95 85
Total Qutgo. . . ... .. . .. $1,239 4 $1,343.9
Excess of Total Outgo over Total Income . .. 440 §
Transfer of General Fund Surplus to Tax ? 7470
Stabilization Reserve Funds, .. ... ... . . 1.0 13
Net Depletion of Capital Construction Fuad .. . & 410 $ 483

* Exclusive of transfers from the Gereral Fund to the Capitat Construction Fund.

Income includes both General Fund revenues and certain other
income available to the Capital Construction Fund, and was estimated
at $1,296.9 million for 1935-36. This exceeded 1954-33 income by
$975 million. General Fund revenues were estimated at $1,2291
million in 1935-36, an increase of $70.0 million over 1954-55. Income
of the Capital Construction Fund, other than transfers from the Gen-
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eral Fund, was expected to total $67.8 million, exceeding income of the
previous year by $27.5 million. The estimated income of the Capital
Construction Fund in 1955-56 includes a transfer of $33.0 million from
the War Bonus and Mental Health Bond Account, $30.2 million reim-
bursable from bond funds, and $2.6 million of miscellaneous reveaue.
“The Governor’s Budget Message proposed the use of about $9.7 miliion
in bond funds, but this was increased to $30.2 miilion after the ¢lose
of the 1935 legislative session The increase was made in order to
maintain essential construction activity. It was decided upon after
changes were made by the Legislature in the Governor's proposed
FEVENUC PIOGIAMNL

Total outgo, estimated at $1,3439 million in 1955-56, consists of
actual expenditures from the General Fund and the Capital Construc-
tion Fund and net cash outlays from the Capital Construction Fund
for “first instance” advances These are reimbursable payments for
construction projects and advances to public authorities for capital
purposes. They are repayable to the State either on a current or a
deferred basis.

Expenditures in 1955-56 from the General Fund and the Gapital
Construction Fund were expected to total $1,335 4 million, exceeding
those of the previous fiscal year by $1055 million Local Assistance
Fund expenditures were estimated at $6855 million, a rise of $630
million over 1954-55 which was necessitated by major increases in
State aid for education, mental health, wellare, and housing.  State
Purposes Fund expenditures for current operations were estimated at
$458 6 million, $32 0 million higher than in 1954-55. This increase 13
due in large part to increased population and higher operating costs
of mental hygiene, health, social welfare, and correction institutions
General Fund debt service, paid from the State Purposes Fund, will
total $27.7 million, a decrease of $0.2 million from 1954.33  Expendi-
tures for capital construction were expected to be $163 6 million, or
$10 7 million higher than in 1954-55 The net cash outgo from the
Capital Construction Fund for first instance advances in 1955-36 was
anticipated at $8.5 million, or $1.0 million less than in the fiscal year
1954-55

Since total outgo for the 1955-36 fiscal year was expected to be
$1,343 9 million, and total income $1,296.9 million, a budgetary deficit
of $47.0 million was anticipated After providing for transfer of a §1.3
million General Fund surplus to the Reserve Funds, there was antici-
pated a gap of $483 million between income and outgo which would
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necessitate depleting the resources of the Capital Construction Fund,
However, tax collections during the current fiscal year indicate that
General Fund revenues will exceed the earlier estimates upon which
the financial plan was based. This will make it possible to increase
the General Fund transfer to the Capital Construction Fund,

The chart below depicts actual income and expenditures of the
General Fund and the Capital Construction Fund for the last five
fiscal years, and estimated income and expenditures for the current

fiscal year,
INCOME AND EXPENDITURES

(General Fund and Capital Construction Fund)*
Fiscal Years 1950-51 Through 1955.54
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GENERAL FUND REVENUES AND EXPENDITURES

The opemtlons of the General Fund for 1954-53 and 1955-56 are
summarized in the table below in order to provide a basis of com-
parison with figures presented in prior years.

GENERAL FUND REVENUES AND EXPENDITURES

{Millions)
Local State
Assistance Purposes Total
1954.55 (Actual)
Revenues . . . . - . 56481 #3110 81,1591
Expenditures o . 647 2 ‘5109 1,158 1
Operating Surplus . 5 09 § 01 § 1.0
Balance in Reserve Funds, March 31, 1955 § 64.0 % 800 $ 1440
1655-56 (Estimated)
Revenues . e . $694 5 55346 $1,2291
Expenditures . . . 693.9 5339 1,2278
Operating Surplus. . s 06 3 07 3 13
Balance in Reserve Funds, March 31, 1956% § 64.7 $ 811 5 1458

* includes cstimate of interest to be earned on Reserve Fund investments,

General Fund revenues were estimated at $1,2291 million [or
1955-56, compared with estimated expenditures of $1,227.8 million
The General Fund operating surplus was expected to be $1.3 million
at the end of 1935-36, compared with $1.0 million at the end of
1954-55. This operating surplus will be transfeired to the Reserve
Funds.

The Reserve Funds were created to protect State finances against
unexpected drops in revenues or increases in expenditures The law
requires that any General Fund operating surpluses be transferrved to
the Reserves until the Local Assistance Reserve Fund reaches 45 per
cent and the State Purposes Reserve Fund reaches 35 per cent of the
total annual expenditures from their respective operating funds during
the most 1ecent fiscal year. The Reserve Funds may be drawn upon
only for operating deficits, and the law provides for repayment from
succeeding years' revenues. It was estimated that on March 31, 1956
the Local Assistance Reserve Fund will have a balance of 8647 million,
or 9 per cent of estimated 1955-56 expenditures for local assistance
The State Purposes Reserve Fund was expected to have a balance of
$811 million, or 15 per cent of estimated 1955-36 expenditures for
state pUIPOSCS
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GENERAL FUND REVENUES

Three tax rate changes are affecting General Fund revenues in
1935-56. The previous 10 per cent personal income tax credit has
been discontinued. The full 4 per cent rate for the unincorporated
business tax has been reinstated, ending the former one per cent rate
reduction. The rate of the State’s tax on pari-mutuel pools at flat
races, under existing provisions of the law, increased one per cent in
1935 and the local tax rate decreased one per cent. The localities’
tax on the pool amounts to one per cent in 1955 and under the present
law the local tax will be discontinued beginning in 1956 The State
then will receive all tax revenue from this source.

The Legislature failed to adopt three revenue proposals made by the
Governor in his February 1, 1955 Budget Message. The Governor
recommended that the rate of the corporation franchise tax be in-
creased from 3% per cent to 6 per cent, thus restoring the tax to the
rate in effect prior to 1946-47. In addition, the Governor proposed
that the corporation franchise tax be amended to eliminate the present
deduction allowed for taxes paid to this State and other states during
the preceding taxable year. Neither of these measures was enacted.
The Governor also propesed legislation which would have continued
at the 1954 level the State and local tax rates on pari-mutuel pools at
flat races. The Legislature, in failing to enact this legislation, allowed
the State’s tax 1ate to rise by one per cent with a corresponding de-
crease in the rate of the localities’ tax.

The Governor withdrew his Budget Message request for an advance
to April 1, 1955 in the effective date of the proposed increase in the
tax on motor fuel, after more recent collection data indicated that
revenues would be higher than had been estimated earlier. General
Fund revenues for 1935-36 were estimated at 51,229 1 million after
adjustment for the above changes. However, the trend of collections
during 1955-56 indicates that General Fund revenues will exceed
these cstimates

Revenue from the personal income tax was estimated at $3850
million, exceeding revenue of the previous year by $58 4 million. Most
of this increase is due to the discontinuance of the 10 per cent tax
credit which was effective in 1954-535. A decline of $11.4 million was
anticipated in corporation franchise tax revenue because of the drop
in 1954 corporation profits It was expected that this revenue loss
would be offset by an increase in unincorporated business tax revenue,
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resulting from the discontinuance of the one per cent rate recluction in
effect in previous years, and by increases in revenues from other bu's:—
ness taxes. ‘Total revenue from business taxes was expected to in-
crease by $1.1 million. .

Excise tax revenues were estimated at $364.0 million, an increase of
$13.0 million over 1934-35. Revenues from motor vehicle regisftrations
and operator licenses were expected to increase by $10.1 mllim_n, due
in part to the large number of renewals of three-year operator licenses
during 1933-56. Motor fuel tax receipts were expected to b.e 547
million higher and revenue {rom alcoholic beverage taxes and licenses
slightly higher than in the preceding year "I'i;e.se increases were ex-
pected to be offset somewhat by small declines in the revenues from
the cigarette tax and the highway use tax. .

“Other taxes and receipts” include the stock transfer Fax, the ‘m-
heritance and estate tax, the pari-mutuel tax, the racing, motion
picture and boxing taxes, certain general receipts of departments, and
vefunds and reimbursements. It was estimated that total revenues
from these sources would decline by $25 million, However, t.he
current year's collections from the stock transfer tax and the in-
heritance and ecstate tax indicate that these revenues will exceed earlier
estimates.

GENERAL FUND REVENUES
Fiscal Years 1952-53 Through 1955-56

Business
Personal Taoxes

Incame Tax 25%,
31,

Parsonal: i LD
- Jhcome Tax . §299.6 . §312
Butinoss Taxes - 319.8

Excise Taxe (0 33
Othior Taxes” 0
#and Recaipty - 127.3 1 135

Excise
Toxes

30%

©$1,074.8'$1,0905 $1,159.0 $1.229.0




GENERAL FUND APPROPRIATIONS

When the Governor withdrew his request for an advance in the
effective date of the proposed increase in the motor fuel tax, he auto-
matically reduced his recommendations for General Fund appropria-
tions by $1 9 million, which would have been the approximate amount
of payments to the localities from this revenue The Legislature’s
reductions in recommended General Fund appropriations amounted
to $12.1 miilion, but this included $44 million for existing social
welfare local assistance programs and $0.2 million for State aid for
local mental health services which are mandated by law, and $2.0
million for advance purchases of sand and gravel by the Public Works
Department for the 1956-57 maintenance progiam. These appropria-
tions had been recommended in the Executive Budget in order to avoid
the necessity of deficiency appropriations for these purposes in the 1956
legistative session. These appropriation reductions have no effect on
1955-56 expenditures, but merely postpone the authorization of these
funds until 1956 The remaining appropriation reductions made by
the Legislature included $40 million in proposed new local assistance
for education and $1 5 miliion for state purposes items

In its action on the supplemental budget, the Legislature restored
slightly over $3 2 million of the reduction in General Fund appropria-
tions for current operations at the Goveinor’s request. Because the
Legislature did not restore its reduction in local assistance appropria-
tions for social welfare, $44 million was budgeted for a deficiency
appropriation to meet estimated social welfare expenditures during
1955-56. The transfeis to the Capital Construction Fund from the
General Fund were reduced by $19.0 million.

General Fund appropriations as finally enacted by the Legislature
for the fiscal year 1955-36 total $1,211 8 million. When estimated
deficiency requirements of $9 8 miilion are added, appropriations for
the fiscal year 1953-56 weie expected to total $1,2217 million, an
incicase of $35.1 million over the previous year Local Assistance
Fund appropuiations in 1953-56 were expected to require $691.7
million, o1 57 per cent of total General Fund appropriations.  State
Puiposes appropriations were expected to total $530 0 million or 43
per cent. General Fund appropriations for 1935-56 include transfers
to the Capital Construction Fund totaling $36 0 million. General
Fund debt service totals $27 7 million which is appropriated from the
State Purposes Fund.
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GENERAL FUND APPROPRIATIONS—Fiscal Year 1955-56

0 current
payMents TO I | STATE
LOCALITIES § opcRATIONS.
55.4% . 37.2%,

The table below shows a comparison of General Fund appropria-
tions for fiscal years 1954-55 and 1953-36. This table is presented in
a form similay to that of prior years, except that deficiency appropria-
tions are charged to the fiscal years to which they apply.

GENERAL FUND APPROPRIATIONS
{Millions}
195455 N 1955-58 3
! Estimated
Regufor Deficiency® Total

Regular Deficiency Total

lLocal Assistance Fund
Payments fo Localitios $ 6151 358 § 6209 § 6725 $44 § &6TLY
Administration 54 b4 b4 5.4
Transfors to Cap. Const.

Fund I.é 13.1 247 8.4 8.4
Total $ 6331 $18.9 $ 6520 § 6871 %44 5 8917
State Purposes Fund iz

Curront Operations $ 4194  $109 § 4303 § 4492 355 § 454,
Dobt Service 273 279 21.7 217

. Const.

Tfap':figfs fo Cap. Gons 384 18.0 b 4 47.6 41.6
Tota! $ 4857 5289 § 5146 § 5245 $55 3§ 5300
Tatal G:n‘:ral Fund 31,5188 3478 §$L1666 $12108 399 $1,221.7

* Estimate of deficlency needs. Not actually appropriated.



LOCAL ASSISTANCE FUND APPROPRIATIONS

Payments to localities comprise 55.4 per cent of all General Fund
appropriations. These grants support specific local services and also
provide general assistance to local governments. All local assistance
programs are mandated by law, and formulas for determining the
amount of aid furnished to each locality are prescribed by statute,

w: DISTRIBUTION OF LOCAL ASSISTANCE
* FUND APPROPRIATIONS. -
Fiscal Yeor 1955-56

(Excluding Transfers to R
Capital Construction Fund)..-

EDUCATION 54/,

SOCIAL
GENERAL
tocaL | WiEARE
ASSISTANCE .

18%,

LOCAL ASSISTANCE FUND APPROPRIATIONS
{Excluding Transfers to Capital Construction Fund)

{Millions)
. 1954-55 L, 1955.56 -
Estimated

Regufor  Deficlency  Total Regular Deficiency®  Total
Education $327.3 $ 4.4 $3317 $371.0 . $371.0
Social Welfare 1168 . 468 122.0 $ 44 1264
Gen, Local Assistance® ) 1] 1.4 £19.9 122.1 1221
Health 382 32 299 29.9
Public Works 10.6 10.6 10 1.0
Housing Subsidies 97 . g7 2.2 S 12.2
Mental Hygiene s b 4.2 42
Rent Control 35 35 34 34
Youth Commission 2.5 25 2.8 . 25
Vatorans Affairs 4 4 4 -4
Cther 4 4 2 ;2
Total $621.5 $ 58 $627.3 $678.9 544 3683 3

* tncludes por capita aid and appropriations to countias based an motor fust and vehicle
fax revonues

** Estimate of deficioncy needs Mot actually appropriated
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Education

Education accounts for 54 per cent of all Local Assistance Fund ap-
propriations for 1955-56. Aid for education totals $371.0 million, an
increase of $39.3 million over 1954-35. Almost all of the increase is
for State aid to common schools, necessitated by larger scheol enroll-
ments and continuation of emergency aid to lecal school districts

Increased State aid also has been required for teacher training in
New York City, the school lunch program, community colleges and
emergency school building. Grants for physically handicapped chil-
dren and for libraries remain at about the same levels as in 1954-55.
Included in the appropriation for support of common schools are
$1.5 million additional aid for special classes for physically and
mentally handicapped children and a new appropriation of $20
million for special classes throughout the State for non-English speak-
ing children

Equalization rates, an important factor in determining the amount
of State aid for education, have been “pegged” at existing levels for
another year, pending the recommendations of the Temporary Com-
mission on Educational Finances. This Commission is studying the
entire problem of State aid to localities for educational purpeses and
will report to the Governor and to the Legislature on December
13, 1955,

LOCAL ASSISTANCE FUND APFROPRIATIONS FOR EDUCATION

(Millions)
1954-55 1955.56 Change
Support of Commeon Scheols. ... . #3128 53509 + §38.1
Teacher Training, New York Glty 6.5 6.6 4+ 01
School Lunch Program ... . . 56 6.0 + 04
Community Colleges . 30 33 + 03
Aid to Libraries ... .. 23 23 .
Emergency School Buxldmg 14 18 + 04
Physically Handicapped Children . 0.1 8.1 ‘
Total . ... . 53317 $371.0 4+ §39.3

Social Welfare

Appropiriations of $126.4 million were recommended for social wel-
fare grants in the Executive Budget. This estimate was based on case-
load data and projected costs of hospital and medical care for public
assistance cases. The Legislature reduced the requested appropriation
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to $122.0 million, making it necessary to provide $4.4 million in the
financial plan for a deficiency appropriation for social welfare aid.

The Executive Budget also provided for a supplemental appropria-
tion of $1.0 million to be proposed [or aid to cities maintaining child-
care centers for children of employed mothers. This was rejected by
the Legislature, and the appropriation was not included in the supple-
mental budget.

General Local Assistance

General local assistance consists of per capita payments to cities,
towns and villages based on the latest Federal Census, and appropria-
tions to upstate counties based on the collections of State motor fuel
and motor vehicle taxes. The appropriations to upstate countles equal
10 per cent of motor fuel tax collections and approximately 16 per cent
of motor vehicle tax collections  For the fiscal year 1955-36 appropria-
tions for general iocal assistance total §122.1 million, or approximately
18 per cent of total State aid to local governments.

Health

Local assistance appropriations for public health programs total
$29 9 miliion for 1955-56, $1.3 million less than in the previous year
A reduction in the number of tuberculosis cases and improved methods
of care have permitted the closing of four local tuberculosis hospitals,
saving $2.2 million in State aid  Aid to city and county health de-
partments for general public health work, aid for local laboratories and
blood banks, and assistance to physically handicapped children and
adult poliomyelitis cases require an increase of $0.9 million in appro-
priations for these purposes over 1954-35.

Mental Hygiene

The new program of State aid for community mental health serv-
ices, which emphasizes the development of preventive psychiatric
services at the local level, became effective on October 1, 1954, Only
a small appropriation was made for 1954-35 because the program had
just begun. Estimates of the requirements of New York City and the
counties which are organizing local mental health services indicated
that State aid of $4 1 million would be needed during 1955-56,
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Other Programs of Local Assistance

In addition to the programs described above, which account for
95 per cent of total State aid, financial assistance is furnished to locali-
ties for public housing, rent control, highways and public works plan-
ning, youth bureaus and recreation projects, conservation work and
veterans’ service agencies. The major increase in appropriations for
these programs is a $2.5 million rise in the amount for housing sub-
sidies, required by the completion of additional housing projects which
qualify for subsidy payments

STATE PURPOSES FUND APPROPRIATIONS

The State’s departments and agencies are financed by appropiiations
from the State Purposes Fund. Appropriations totaling $446 9 million
were recommended for this purpose by the Governor in the Executive
Budget. The Legislature reduced the recommended appropriations

DISTRIBUTION OF STATE PURPOSES FUND APPROPRIATIONS
FOR CURRENT OPERATIONS
Fiscal Year 1955-54
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$3 5 million, cutting programs $1.5 million and eliminating an appro-
priation of $2 0 million to the Public Works Department for advance
purchases of sand and gravel for the 1936-37 maintenance program.
At the same time, appropriations for the Legislature were increased by
%0.2 million. Slightly over $04 million of the cuts made in recom-
mended State Purposes Fund appropriations was restored in the
supplemental budget, which also added $4.1 million in other appro-
priations. Special bills originated by the Legislature accounted for addi-
tional appropriations of $1.1 million

Appropriations finaily authorized from the State Purposes Fund for
current operations during 1955-56 totaled $449.2 million. Estimated
deficiency requirements of $3.5 million raise this total to $45.7 million
for 1955-36, an increase of $24.4 million over the appropriations which
applied to 1954-55.

STATE PURPOSES FUND APPROPRIATIONS FOR CURRENT

QPERATIONS
(Miltions)
p 1954-55 N 1955.56 N
Estimated

Regular  Deficlency  Total Regular Deficiency®  Total
Mantal Hygiene 31455 g ** $1458 $154.0 $154.0
Educat. and State Univ. 463 5 448 494 - 49.1
Public Warks 394 24 4.8 9 . 399
Correction 34 i 34 327 .. 327
Taxation and Finance 200 3 203 AN 21t
Health 204 *E 204 215 218
Conservation 1.4 A 115 1 1.8

All Other Depts. and
Agencies 57.8 54 53.2 49.6 9.6
Legislature and Judiciary 3.2 5 13.7 144 14.4
Genoral State Charges 34.0 1.7 357 17 35.1

Total Current
COporations $419.4 3109 $430.3 $449.2 $ 55 $4584.7

* Unallocated astimata of deficiency needs. Net actually apprepriated.
** | pss than $50,000

Mental Hygiene

The State’s mental hygiene program, including operation of the
State hospitals and schools, required appzopriations of $154 0 million
for 1955-56. This is one-third of the entire State Purposes Fund budget
for current operations. The increase of $8 5 million over the previous
year is due mainly to a rise in the patient population, the staffing of
four new buildings, and employee salary increases.
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Education

Appropriations for education and the State University for 1953-56
totaled $49.1 million, an increase of $2.3 million over 1954-35. A large
part of this increase is required to staff new facilities at the two medical
centers of the State University and to provide additional instructors
and other requirements resulting from larger enrollments at the
teacher training colleges. Appropriations also were increased to provide
scholarships for nursing education and additional State scholarships
and veterans’ scholarships. An appropriation of $10,000 for a new
program of summer instruction for children of migrant workers was
proposed by the Governor but rejected by the Legislature.

Health

Appropriations for operation of the Health Department and its
hospitals totaled $215 million, an increase of $1.1 million over 1954-35.
This increase is required to extend programs of cancer research and
tuberculosis case-finding, to start a demonstration program for the
rehabilitation of adults now on welifare rolls, and for increases in other
public health services, The Governor recommended an appropriation
of $75,000 to initiate a cardiovascular heaith center for State employees
in New York City similar to the center in Albany, but this was dis-
approved by the Legislature.

Taxation and Finance

Additional funds for administration and enforcement of the Tax
Law have been appropriated to the Department of Taxation and
Finance for the purpose of maximizing tax revenues through expanded
collection and audit activities. Additional appropriations have also
been provided to handle an expected increase in motor vehicle regis-
trations.

Other State Programs

Appropriations for other State departments and agencies show only
a slight increase over the previous year. Two important new programs,
the study of consumer problems and problems of the aging, were
initiated by the appointment of special assistants to the Governor.
These stafl assistants are coordinating existing State activities in these
fields and introducing new services to aid consumers and older persons
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Estimated Deficiency Appropriations

This year's Budget Message presented a complete plan of expendi-
tures for the entire fiscal year 1933-56, including an estimate of future
deficiency requirements. Deficiency needs for State purposes were esti-
mated at $3.5 million. This includes $2.5 million for unemployment
insurance and workmen’s compensation payments to State employees,
determined near the end of the fiscal year, and $3 0 million for other
expenditures not foreseceable during the legislative session,

GENERAL FUND FIRST INSTANCE APPROPRIATIONS

Temporary non-interest-bearing advances are made from both the
State Puiposes and Local Assistance Funds to finance certain State
and local programs. These advances, known as “first instance™ appro-
priations, are not included in budget totals of General Fund appropria-
tions since they are subject to reimbursement First instance appro-
piiations {rom the General Fund for 19535-56 total $23.1 million. Of
this, $1.5 million was appropriated from the Local Assistance Fund
to provide temporary aid in financing the school lunch program and
the operation of community colleges First instance appropriations from
the State Purposes Fund totaled $21.6 million, including $7.9 million
for the Workmen's Compensation Board, $3.5 million for the Insurance
Department, $2.1 million for the Banking Departmaent, and $2.0 mil-
lion for the Division of Safety Responsibility.

GOVERNMENTAL EMERGENCY FUND ALLOCATIONS

The Governmental Emergency Fund is a revolving account of $3.0
million maintained by appropriations from the General Fund. Moneys
may be allocated from the Governmental Emergency Fund for un-
anticipated emergency expenditures, upon authorization of the Gov-
ernor and certification by legislative leaders that they will recommend
appropriations at the next legislative session to reimburse the Fund
for such expenditures, Reimbursements are made by deficiency appro-
priations from the State Purposes Fund,
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CAPITAL CONSTRUCTION FUND

The operations of the Capital Construction Fund differ consider-
ably from those of the General Fund. The Capital Construction Fund
receives almost all its income by transfer from the General Fund and
from bond funds. The 1esources of the Capital Censtruction Fund are
carried over from year to year. The budgeting of capital projects
involves three distinct steps: first, projects are authorized by means of
appropriation; second, contracts and other cbligations are made; and
third, the State makes expenditures to lquidate obligations. Appro-
priations must be re-enacted annually in many cases because the com-
pletion of large contracts often requires several years. Annual appro-
priations and reappropriations therefore exceed annual expenditures

The table below compares the budgeted and actual operations of the
Capital Construction Fund for 1954-53, and also the projections for
1955-56, as budgeted and as revised soon after the close of the legis-
lative session.

CAPITAL CONSTRUCTION FUND OPERATIONS

{Millions)
PRENTT T S— e 19555
Budgef Budget
Message Message Revised
Eslimate Actual Estlmale Estimate
2/1/58 3/31/55 2/1/58 5/10/5%
Balance of assats available for
expenditurea in Capital Con.
struction Fund at beginning of
year $142.1 $142.1 $ 70.7 1014
Incoma
Transfors from Gensral Fund $ 60,1 $ 8Ll $105.5 3 66D
Transfer from War Bonus &
Mental Health Bond Account 300 30,0 350 50
Reimbursables from:
Grade Crossing  Elimination
Band Fund 42 10 48 30
Mental Health Construction
Bond Fund 0.4 R 49 271.2
Miscellansous Receipts 87 73 2.5 2.6
Total Income 1014 $121.4 %1528 $123.8
Qutgo
Capital Construction Expendi-
furres $157.0 $1529 $168.6 $163.6
First Instance Advances {MNet
increase) i5.8 9.5 2.2 8.5
Total Quigo $172.8 $162.4 §i708 $172.1
Depletion of Capital Construction
Fund $71.4 $ 41,0 $ 18.0 $ 483
Balance of assets available for
expenditure in Capital Con-
struction Fund at end of year $ 70.7 $100.1 $ 527 $ 528



The income of the Capital Construction Fund in 1954-55 was
higher than budget estimates because of additional transfers from the
General Fund made in March 1955, These transfers were made
possible by the unusually large General Fund revenues collected dur-
ing the last quarter of 1954-55.

The Governor’s budget proposed a transfer of $105.5 miilion of cur-
rent revenues from the General Fund to the Capital Construction
Fund during 1955-56. However, the Legislature rejected certain
measures of the Governor’s proposed revenue program. Transfers
from the General Fund were reduced from $1055 million to $56.0
million, making it necessary to revise the proposed plan for operations
of the Capital Construction Fund for 1955-56. A $350 million bond
issue for construction of mental health facilities had been approved by
the voters in November 19534, and part of the reduced income of the
Capital Construction Fund has been offset by charging a larger
amoeunt of mental health construction expenditures against the bond
issue and financing a smaller share of these expenditures from current
revenues.

Total outgo from the Capital Construction Fund includes both
expenditures and the net increase in frst instance advances (total
advances less any repayments to the Fund),

Capital Construction Fund expenditures in 1935-56 were expected
to total $163.6 million This is $10.7 million more than was spent
during 1954-53, but $5 0 million Jess than the Governor had proposed
in the Exccutive Budget. The net increase in “first instance” advances
during 1955-56 was estimated at $8.5 million.

Total outgo exceeded total income in 1954-55 by $41.0 million,
reducing the assets of the Fund by the same amount and leaving a
balance of $101.1 million available for expenditure on March 31,
1855. Legislative changes in the Governor’s revenue proposals made
it necessary to budget a depletion of the assets of the Fund by $483
million in 1955-36, instead of $18.0 million as originally budgeted.
This depletion would reduce assets available for expenditure to $52.8
million on March 31, 1956, However, if current revenue collection
trends continue to exceed eairlier estimates, this depletion will be
avoided

The State’s highway system requires considerable new construction
and reconstruction, and the cost of such work exceeds the amount of
revenue which can be provided from present sources for this purpose.
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A $750 million highway bond issue was approved by the Legislature
for submission to the voters at the November election.

First Instance Appropriations

On March 31, 1955, outstanding first instance advances from the
Capital Construction Fund totaled $105.0 million. This comprised
$72.5 million owed by the New York State Thruway Authority, $17.5
million of “deferred loans” owed mostly by the Jones Beach State
Parkway Authority, and $15.0 millien of “current advances” owed
mostly by the Federal government for recent construction work. Addi-
tional {irst instance appropriations from the Capital Construction Fund
were made in 1955-56 totaling $59.5 million, of which $38.7 million
was in anticipation of Federal grants, largely for construction of high-
WAYS.

DEBT AND DEBT SERVICE

The net State debt totaled $682.3 million on Maich 31, 1935, a
decrease of $55.5 million from the previous year. The General Fund
portion of this debt is retired by appropriations from the State
Purposes Fund.  Debt incurred for grade crossing elimination is
financed partly {rom revenues ieceived from railroad companies
through the Grade Crossing Elimination Debt Fund, and partly
through the General Fund.

Housing debt is retired through annual payments by local housing
authozities, with the assistance of State subsidies paid from the Local
Assistance Fund, An additional bond issue of $200 million for public
housing was approved by the voters in Novemnber 1954,

The $330 million Mental Health Construction Bond issue will be
financed by revenues from the earmarked one cent per package tax on
cigarcttes and onc-ninth of personal income tax collections. These
revenues are also being used to retire the remaining World War 11
Veterans’ Bonus debt,

NET STATE DEBT

(Millions)
Net Debt on March 31

1954 1855 Change

General Fund (State Purposes). ... .. $256.2 8242 5 — $13.7
Grade Crossing Blimination Debt Fund. 471 408 — 63
State Housing Debt Fund. ............ . 3145 309.0 - 55
World War II Bonus ... .. .. . ... .. 1200 900 — 300
Total . ... 1378 $682 3 — §55.5




DEBT SERVICE REQUIREMENTS

{Millions)
1954-55 1935.56
General Fund (State Purposes)... S $27 9 $27.7
Grade Crossing Elimination Debt Fund, 29 26
State Housing Debt Fund. R 12.5 14.2
World War II Bonus .. ... ... .. .. 321 316
Total ... .. .. . s D $75.4 $76.1

NEW YORK STATE-NEW YORK CITY FISCAL
COMMITTEE

A ten-member citizens’ committee has been appointed to study
fiscal relations between New York State and New York City and to
present its findings to the Governor and the Mayor of New York City.
The Committee is expected to submit its Initial report concerning
City-State relations early in the 1956 session of the Legislature

COMMISSION ON FISCAL AFFAIRS

On February 15, 1955, the Temporary Commission on the Fiscal
Affairs of State Government submitted its final report to the Gover-
nor and the Legislature. Members of this Commission, which in-
cluded three top fiscal advisers of the previous Administration, affirmed
that “State operating expenditure and local assistance needs, generated
by the demands of a growing population for more government services,
are increasing faster than revenues from existing sources ”

This Commission also noted serious weaknesses in the manner in
which the budget was being presented, stating that “One cannot de-
termine from an examination of the present budget what most of the
individual programs, functions or activities cost.™

On the subject of tax administration, the Commission acknowledged
that “More thorough administrative effort would undoubtedly bring
in revenue to which the State is entitied under present law.”

In the field of capital budgeting, the Commission asserted: “There
has been no consistent over-all program of capital requirements; no
comprehensive picture of the capital needs of the immediate future;
no systematic look ahead, except in special cases, such as the recent
study of the Temporary Highway Finance Planning Commission.”
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The present Administration is aware of the great need [or modern-
izing the State’s financial and administrative processes and has already
begun to make progress toward this end.

ADMINISTRATIVE IMPROVEMENT PROGRAM

The Governor has undertaken a new administrative improvement
program in order to achieve the most effective and economical
management of State services. Plans call for the review of the opera-
tions of all departments and agencies. The Division of the Budget is
cooperating with the various agencies to improve management prac-
tices. Progress reports indicate that tangible advances are being made
during this first year of the program’s operation
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APPENDIX

Executed Financial Plan for 1954-535 and Financial Plan for
1955-56

General Fund Revenues, 1934-35 Actual and 19353-56 Esti-
mated

. Local Assistance Fund Appropriations, 1954-35 and 1955-36

State Purposes Fund Appropriations, 1954-55 and 1933-56

. Capital Construction Fund Appropriations
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5

5
2
930

2

2
475,600

9,875,000

$530,025,966 $1,221,733,751
8,412,946

29,323,000

7.8
1,277.070

Total
General
Fund
47.832.601
43,8551
i44,045,310

2
143,797,380

$1,229,100,000

$1,211,858,751

$1,265,588,876
2

01:
%
$

b

195 5-5mmmmrreermy

674,954

5,500,000
4,500,500
26.135.000
80.069.830
375.000

§ 81,119,784

State
Fund

Purposes
28,940,854

$55.,600,000
$553.466,820 $1.259,691,3
$524,5925,966
34,534,080

$533,925,046

EsTisare
3

602,116
100,000
% 64.677,596

4,375,000
63.875.480

9,321,045
3,042,946
3,188,000

Local
Assistance
Fund
18,891,747

$706,294,532
$1,118,757,723  $687,3532,785
$691,707,785
$693,807.884

5

13,583
522 966

5
3,121,057

43,855,125
1,027.379

Total
General
Fund
24,353,158
47.832.601
142 495 665

48
$1,215.103,907 $701.098,830 $564,560,046

114,930 §

Staie

Fund
79,537,326
417,574

Purposes
28,540.854*

and

FINANCIAL PLAN FOR 195556
18,578,148
38,656,028
7842755
347534 080

p———————AcTUAL 1954-55

$511,008,239 $1,159,155,104 $694,500,000

§504,251 410 $1,143,110,881
$485,673,262

§

Local

Fund
5,775,010
9,857,555

$661,833,763 §553,270,144

57978302
9,321,045
912,449
62,958,339
104,692

Assistance

18,891,747
$651,976,208 $514.614,116 $1,166.500,324

EXECUTED FINANCIAL PLAN FOR {954.55
$647,234,416 $510,893,309 $1,158,127.725
$ 63,975,480 § 80,069.830 $ 144,045,310

$648,146,865
$638.859,471
$633,084,461

$

s Adjusted te include Chapter 6, Laws ol 1935, an :mmediately available appropriatien ler siudv of educationai financing.

TABLE 1.

Unexpended appropriations from prior
Apprepriations to be earnted forward......

Appropriations to complete prior vear....
Appropriations lapsed or repealed..........

[s310 9 4J ¢3 00 U o F1 3 RO PPN
Reserve Funds, March 3t

Add: Reserve Funds, Apri .
Add: Earnings of Reserve Funds.....................

Total expenditures during Year........ccoeeeve.
Operating SUTPIIS...covirreecorereeseeesriene s

SURPLUS

Total available for expenditure...crninn..

Add: Additional appropriations to complete
Total appropriations for year....ovcecvverneens

Total appropriations by Legislature......coooooe.
Regular appropriations for the year........oo....

Revenue colleotions......coccvieivvcivvivsnrreniaresnsenreens

EXPENDITURES
Loess:
Add:
Liess:
L.ess:

INCOME

TABLE 2. GENERAL FUND REVENUES®

Personal income tax . ..

Business taxes

Corporation tax (art. 9). ... ... ..

Utilities tax (gross receipts} .

Corporation franchise tax (art. 9:1)'
Organization of corporations... .. .

Unincorporated business tax .
Bank tax.... ... ... .
Insurance premium tax

Fxcise taxes

Motor vehicle tax
Motor fuel tax ... ..
Alcoholic beverage tax.
A.B.C. lcenses. .
Cigarette tax. . ...
Highway use tax .

Taxes on transfers and exchanges . .

Inheritance and estate tax ..
Stock transfer tax .. ... ...
Pari-mutue] tax

Other taxes .. ... .
Racing tax.. .. ... o -

Motion picture tax
Boxing exhibitions tax

Other receipts.. .. .

Revenues of general departments. .

Sundry general revenues -
Refunds and reimbursements ...,

Lands, bldgs., and property sold. .

STATE PURPOSES FUND. .. .

LOCAL ASSISTANCE FUND.
GRAND TOTAL

» fxcludes collections earmarked for the War Bonus an
. . § 301 $48,150,000 + §7,320,459
19,445,951 18,936,000 — 495,

Personal income tax. . . .
Cigarette tax. .

185455 1955-56

Estimated Change

$ 326,636,006 § 385,000,000 + $58,363,994
312,389,668 § 313,500,000 - $ 1,110,332
57,905,430 59,350,000 4 1,444,570
37,215,483 38,000,000 -+ 784,517
165,309,590 153,900,000 — 11,409,590
910,814 950,000 -+ 39,186
19,654,604 24,200,000 -+ 4,515,396
29,300,346 28,000,000 + 5,699,654
9,093,401 9,100,000 -+ 6,599
350,999,769 $ 363,950,000 -+ $12,950,231
105,723,351 115,800,000 -+ 10,076,649
119,023,005 123,750,000 -+ 4,776,995
49,930,457 49,300,000 -+ 69,543
24,047,847 24,200,000 -+ 152,153
38,891,902 37,900,000 — 991,902
14,083,207 13,000,000 — 1,083,207
125,952,799 § 120,625,000 — § 5,327,799
27,996,253 25,000,000 ~— 2,096,253
40,923,139 35,000,000 — 5923139
57,033,407 60,625,000 -+  3.591,593

2/467,368 § 2,450,000 — § 17,368

1,780,747 1,775,060 — 3,747
411,127 400,000 — 15,127
275,494 373,000 — 494

40,709,494 & 43,575,000 -+ $ 2,865,506
33,160,159 35,925,000 + 2,764,841
648,748 330,060 — 98,748
6,850,614 7,075,000 4 224,386
49,973 25,0060 — 24,973

$ 511,008,239 $ 534,600,000 -+ $23,591,761

648,146,865 694,500,000 + 46,353,135

$1,159,155,104

4 Mental Health Bond Account as follows:
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b The motion picture license fee is denominated as a tax here for convenience

$1,220,100,0060 -+ $69,944 .89
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TABLE 5, CAPITAL CONSTRUCTION FUND APPROPRIATIONS

Purpose
Departmental Projects:
Conservation and Parks.

Appropriations

in Force
March 31, 1955%

$ 1,782,852

195556
Appropriations

$ 2,193,500

Tatal
Appropriations
tn_ Force

Apml I, 1955

$ 3,976,352

Correction ... ... 9,328,004 2,376,325 11,764,329
Education and Statc Umvcrs:ty 35,015,095 8,745,000 43,760,095
Dormitory Authoraty . 4,000,060 4,000,000
Health . 7,203,350 738,000 7,941,350
Mental Hygxene ) 164,001,618 64,522,600 228,523,618
Military and Naval Affau-s 2,152,498 1,080,000 3,232,458
Social Welfare. 837,740 1,235,000 2,072,740
State Police.. .. ... o 936,897 SR 936,897
Public Works Butldmgs T 5,545,337 1,006,000 6,545,337
Planning and Inspection... 2,006,259 2,500,000 4,506,259
Miscellaneous ... 320,527 44,000 364,527
Unapportioned Eqmpment . 323,145 7,368,653 7,691,798
Unapportioned Reilab:htauon . 167,574 4,500,000 4,667,574
Unappaortioned  Construction. 3422778 2,000,006 53,422,778
Services and Expenses. ... 1,056,817 18,826,128 19,882,945
Sub Total ... . ... $234,100,491 $121,128,606 $355,229,097
Highways . ... ... 69,330,099 110,800,600 180,130,099
Parkways .. 13,853,990 15,000,000 28,853,990
Ganals ORI 1,827,079 1,000,000 2,827,079
Flood Controt . 868,463 50,000 918,463
Shore Pmtf_ct;on e, 1,346,881 606,000 1,946,881
Grade Crossings ... oo 47,271,876 10,040,000 57,271,876
Grand Total ... ... .. $368,598,879 $258,578,606 $627,177,485

* Tnciudes appropriations by 1953 Legisiature made available prior to April 1, 1935 and chaoges
made by Chapter 307 of the Laws of 1933,
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