HSCAL YEAR

2024

ENACTED BUDGET
FINANGIAL PLAN

STATE OF NEW YORK

Governor Kathy Hochul
June 2023 Budget Director Robert Megna







‘mﬁ/ TABLE OF CONTENTS

INEFOAUCTION ..ttt bbbttt sttt sttt ettt 1
Significant Budgetary and Accounting PractiCes ... 2
FINANCIal Plan OVEIVIEW ...ttt ettt ettt sttt 7
Financial Plan At-A-Glance: KeY MEASUIES.......ccocirireeeririererieeeiseeeessssssessssse e sassssessssssesens 7
OVEIVIEW ...ttt ettt ettt ettt sttt b ettt st se et e ae s bt et be st st b eneatsbe et ebebantsbesens 8
FY 2024 Enacted Budget Financial Plan Highlights........cc.cccovinineeeceeeen 12
Summary of Actions and Revisions Compared to Base Projections.........ccccoeevvvecnenee. 16
General Fund FINancial PIaN ...ttt ettt 27
General FUNd FINANCIAI PIAN ..ottt ettt st s st ese s s esesenas 27
FY 2024 Enacted Budget Financial Plan ... 28
Negotiated Changes to the Executive Budget ... 32
CASI FIOW ..ttt ettt sttt st b et sttt bt e et st et et bebene st 33
PTET Financial Plan IMPACt ......ouoiciieieeieeeeeeeteeete ettt a bbb bbb ne 35
FY 2024 State Operating Funds Spending...........cccocevnnnnnnncecece e 39
Other Matters Affecting the FIN@NCIal Plan ... 47
LCT=T a1 = | TSR 47
Financial Plan ProjJECHIONS ......c.ov ettt sttt ettt st s s 47
FEARTAI RISKS ...ttt s ettt e et e s esa s esasasesesesesesensnsans 49
Major OPEerating PrOgramS ......c.co ettt ettt et ettt sttt st b e s besesens 50
SEALE LADOT FOICEO ..ottt sttt st sttt sttt st ebe e eae 53
Pension CoONtIIDULIONS......c.coiie ettt ettt sttt 54
1] = LS D 1= o OSSR 58
Localities @nd AUTNOITIES ....c.iiieeeeeeee ettt s e s s s 61
Other Risks and ONGOiNG CONCEINS .....cueeiririeirerieriirieeireeteestssessessesesessesessssesesessesessssssesssseseses 63
State Financial Plan Multi-Year ProjeCtions ..o 69
FOAGIAI A......e ettt bbbt sttt ettt 129
FY 2023 Preliminary Year ENd RESUIES ... 139
Fiscal Impact on LOCal GOVEINMENTS........cccoiiiiiririiieeieieieie ettt ee s 153
Financial Plan Accompanying NOTES .........c.ccirrnrnneeeeeeceeertrenese et senes 157
GlOSSArY Of ACTONYIMS ..ottt ettt ettt ettt sttt ettt ettt st sttt bebne 169

FINANCIAI PIAN TADBIES.......oooeeeeeeeeeeeeeeeeeeeeeeete ettt ettt s e et e s st e e bt e sase s et e sssessasessnsesnees 175






INTRODUCTION






‘mﬁ/ INTRODUCTION

Introduction

The Financial Plan for Fiscal Year (FY) 2024 (“Financial Plan”) summarizes the State of New York
(“State”) official projections for FY 2024 through FY 2027 based on the FY 2024 Enacted Budget.
The State’s FY 2024 began on April 1, 2023 and ends on March 31, 2024.

Factors affecting the State’s financial condition are numerous and complex. This Financial Plan
contains “forward-looking statements” relating to future results and economic performance as
defined in the Private Securities Litigation Reform Act of 1995. Since many factors may materially
affect fiscal and economic conditions in the State, the forecasts, projections, and estimates should
not be regarded as a representation that actual results will not vary. The forward-looking
statements contained herein are based on the State's expectations at the time they were prepared
and are necessarily dependent upon assumptions, estimates, calculations, and data that it believes
are reasonable as of the date made, but that may be incorrect, incomplete, imprecise or not
reflective of actual results. Forecasts, projections, and estimates are not intended as
representations of fact or guarantees of results. The words “expects,” “forecasts,” “projects,”
“intends,” “anticipates,” “estimates,” “calculates,” “assumes” and analogous expressions are
intended to identify forward-looking statements. Any such statements inherently are subject to a
variety of risks and uncertainties that could cause actual results to differ materially and adversely
from projections. Such risks and uncertainties include, but are not limited to, general economic and
business conditions; natural calamities; foreign hostilities or wars; domestic or foreign terrorism;
changes in political, social, economic and environmental conditions, including climate change and
extreme weather events; epidemics or pandemics; cybersecurity events; impediments to the
implementation of gap-closing actions; regulatory initiatives and compliance with governmental
regulations; litigation; Federal tax law changes; actions by the Federal government to reduce or
disallow expected aid, including Federal aid authorized or appropriated by Congress, but subject
to sequestration, administrative actions, or other actions that would reduce aid to the State; and
various other events, conditions and circumstances. Many of these risks and uncertainties are
beyond the control of the State. These forward-looking statements are based on the State's
expectations and the Office of the State Comptroller (OSC) assumptions as of the date (June 2023)
of this Financial Plan.

” o« ” o« "«
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Significant Budgetary and Accounting Practices

Unless clearly noted otherwise, all financial information is presented on a cash basis of accounting.!

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 actuals by fund and category.

Fund types of the State include the General Fund; State Special Revenue Funds, which receive
certain dedicated taxes, fees, and other revenues used for specified purposes; Federal Special
Revenue Funds, which receive certain Federal receipts; State and Federal Capital Projects Funds,
which account for costs incurred in the construction, maintenance, and rehabilitation of roads,
bridges, prisons, university facilities, 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 on the State’s behalf by its public authorities.

The State’s General Fund receives most State taxes and all income not earmarked for a specified
program or activity. State law requires the Governor to submit, and the Legislature to enact, a
General Fund Budget that is balanced on a cash basis of accounting. The State Constitution and
State Finance Law do not provide a precise definition of budget balance. In practice, the General
Fund is considered balanced if sufficient resources are, or are expected to be, available during the
fiscal year for the State to: (a) make all planned payments, including Personal Income Tax (PIT)
refunds, without the issuance of deficit notes or bonds, or extraordinary cash management actions;
(b) restore the balances in the Tax Stabilization Reserve Fund and the Rainy Day Reserve Fund
(collectively, the “Rainy Day Reserves”) to levels at or above those on deposit when the fiscal year
began; and (c) maintain other reserves, as required by law. For purposes of calculating budget
balance, the General Fund includes transfers to and from other funds.

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

! State Finance Law also requires the Division of the Budget (DOB) to prepare a pro forma Financial Plan using, to the
extent practicable, Generally Accepted Accounting Principles (GAAP). The GAAP-basis Financial Plan is informational
only. DOB does not use it as a benchmark for planning or managing State finances during the fiscal year and does not
update it on a quarterly basis. The GAAP-basis Financial Plan follows, to the extent practicable, the accrual
methodologies and fund accounting rules applied by OSC in preparation of the audited Basic Financial Statements,
but there can be no assurance that the pro forma GAAP financial plan conforms to all GAAP principles.

2 The State's Fund Structure and listing of funds can be found at https://www.budget.ny.gov/citizen/nyfund/index.html
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At times, DOB will informally designate unrestricted balances in the General Fund for specific policy
goals (e.g., reserve for economic uncertainties; reserve for timing of payments). These amounts are
typically, but not uniformly, identified with the phrase “reserved for.” These unrestricted amounts
are not held in distinct accounts within the General Fund and may be used for other purposes.

Projections for future years may show budget gaps or budget surpluses in the General Fund.
Budget gaps represent the difference between: (a) the projected General Fund disbursements,
including transfers to other funds, needed to maintain current service levels and specific
commitments, and (b) the projected level of resources, including transfers from other funds, to pay
for these disbursements. The General Fund projections are based on many assumptions and are
developed by DOB in conjunction with other State agencies. Some projections are based on
specific, known information (e.g., a statutory requirement to increase payments to a prescribed
level), while others are based on more uncertain or speculative information (e.g., the pace at which
a new program will enroll recipients). In general, the multi-year projections assume that money
appropriated in one fiscal year will continue to be appropriated in future years, even for programs
that were not created in permanent law and that the State has no obligation to fund. Funding levels
for nearly all State programs are reviewed annually in the context of the current and projected fiscal
positions of the State.

State Operating Funds is a broader measure of spending on operations (as distinct from capital
purposes) that is funded with State resources. It includes financial activity in the General Fund, as
well as State-funded Special Revenue Funds and Debt Service Funds (spending from Capital
Projects Funds and Federal Funds is excluded). As significant financial activity occurs in funds
outside the General Fund, the State Operating Funds perspective is, in DOB’s view, a more
comprehensive measure of operations funded with State resources (e.g., taxes, assessments, fees
and tuition). The State Operating Funds perspective eliminates certain distortions in operating
activities that may be caused by, among other things, the State's complex fund structure and the
transfer of money between funds. For example, the State funds its share of the Medicaid program
from both the General Fund and State Special Revenue Funds. The State Operating Funds
perspective captures Medicaid disbursements from both fund types, giving a more complete
accounting of State-funded Medicaid disbursements. Accordingly, projections often emphasize the
State Operating Funds perspective.

The Financial Plan projections reflect certain actions that have affected, or are intended to affect,
the amount of annual spending reported on a State Operating Funds basis. Such actions include
but are not limited to: payment of certain operating costs using available resources outside the
State Operating Funds basis of reporting. If transactions are not executed or reported in a manner
consistent with DOB’s interpretation of the legislation and legislative intent, annual spending
growth in State Operating Funds would be higher than projections.

FY 2024 ENACTED BUDGET FINANCIAL PLAN 3
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The State also reports disbursements and receipts activity for All Governmental Funds (All Funds),
which includes spending from Capital Projects Funds and Federal Funds, in addition to State
Operating Funds. The All Funds basis is the most comprehensive view of the cash-basis financial
operations of the State.

The term “actual” or “actuals” is used throughout the Financial Plan to align with fiscal publications
released by the State Comptroller. These terms are synonymous with the term “results” also used
in the Financial Plan narrative discussion and refer to year-to-date and year-end actual but
unaudited performance data.

Differences may occur from time to time between DOB and OSC's financial reports in presentation
and reporting of receipts and disbursements. For example, DOB may reflect a net expenditure
amount while OSC may report the gross expenditure. Any such differences in reporting between
DOB and OSC could result in differences in the presentation and reporting for total receipts and
disbursements under different fund perspectives (e.g., State Operating Funds and All Funds).

FY 2024 ENACTED BUDGET FINANCIAL PLAN 4
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FINANCIAL PLAN OVERVIEW

The following table provides key financial measures for FY 2023 and the FY 2024 Financial Plan.

FINANCIAL PLAN AT-A-GLANCE: KEY MEASURES
(millions of dollars)

FY 2023 FY 2024
Actuals Projected
State Operating Funds Disbursements
Size of Budget $123,751 $125,331
Annual Growth 5.4% 1.3%
Other Disbursement Measures
General Fund (Including Transfers) $92,799 $104,412
Annual Growth 4.4% 12.5%
Capital Budget (Federal and State) $14,024 $17,211
Annual Growth -4.6% 22.7%
Federal Operating Aid $82,687 $86,471
Annual Growth 7.1% 4.6%
All Funds $220,462 $229,013
Annual Growth 53% 3.9%
Inflation (CPI) 7.4% 3.5%
All Funds Receipts
Taxes' $113,729 $104,843
Annual Growth 8.6% -7.8%
Miscellaneous Receipts $31,842 $26,837
Annual Growth 14.0% -15.7%
Federal Receipts (Operating and Capital) $89,563 $92,654
Annual Growth -6.0% 3.5%
Total All Funds Receip'cs1 $235,134 $224,334
Annual Growth 3.2% -4.6%
General Fund Cash Balance $43,451 $39,537
Economic Uncertainties $13,282 $13,282
Extraordinary Monetary Settlements $1,570 $1,142
Pandemic Assistance $245 S0
Rainy Day Reserves $6,256 $6,256
Timing of PTET/PIT Credits $14,358 $12,462
All Other $7,740 $6,395
Debt
Debt Service (excluding pre-payments) as % All Funds Receipts 2.4% 3.0%
State-Related Debt Outstanding $55,911 $62,621
Debt Outstanding as % Personal Income 3.6% 4.0%
1 Excludes the impact of the Pass Through Entity Tax program, which is expected to have no net
Financial Planimpact across fiscal years.

FY 2024 ENACTED BUDGET FINANCIAL PLAN 7
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Overview

The Governor submitted the FY 2024 Executive Budget, with amendments, to the Legislature on
March 3, 2023. DOB estimated that the Executive Budget, if adopted without modification, would
have provided for balanced General Fund operations in FY 2024, leaving budget gaps of
$5.1 billion in FY 2025, $8.6 billion in FY 2026, and $7.2 billion in FY 2027, totaling roughly
$21 billion. The gaps were principally due to the downward revisions in projected tax receipts at
that time.

On March 31, 2023, the Legislature enacted the annual debt service appropriations, without
amendment, in advance of the new fiscal year that began on April 1. The Governor and Legislative
leaders reached agreement on the outlines of the budget for FY 2024 at the end of April, and the
Legislature completed final action on the budget bills on May 2, 2023. The Governor completed
her review of the budget bills on May 12, 2023.

The final budget agreement includes key elements proposed by the Governor in her Executive
Budget, including fully funding existing commitments, such as the third and final year of the
Foundation Aid phase-in funding; a comprehensive plan to put the Metropolitan Transportation
Authority (MTA) on stable financial footing; adding substantial new operating and capital aid for
health care; providing extraordinary funding for services to asylum seekers; expanding mental
health inpatient, outpatient, and supportive services; providing matching funds to increase the
State University centers’ endowments; providing a monthly discount on electric utility bills for
moderate-income customers; and increasing the minimum wage and funding the cost for State
service providers. The final agreement provides additional funding for many areas of the budget
including increased operating aid for university systems, expansion of free school meals, aid for
legal defense and discovery for indigent and low-income individuals, rent arrears assistance, and
expansion of the Empire State Child Credit to include children under four years of age.

DOB estimates that the budget enacted by the Legislature and approved by the Governor is
balanced in FY 2024, as required by law. The Enacted Budget Financial Plan includes savings and
resources in FY 2024 that DOB estimates will be sufficient both to fund the negotiated additions
and restorations to the budget, and fully cover downward revisions to tax receipts described later.
The gaps in the outyears are projected at $9.1 billion in FY 2025, $13.9 billion in FY 2026, and
$13.4 billion in FY 2027. The increase in the gaps over the Financial Plan period (FY 2025 through
FY 2027) are principally due to additional downward revisions in projected tax receipts reflected
in the Enacted Budget Financial Plan.

The Legislative session is expected to conclude on June 9, 2023. DOB does not anticipate any
legislation with significant fiscal impacts will be approved.

FY 2024 ENACTED BUDGET FINANCIAL PLAN 8



FINANCIAL PLAN OVERVIEW

FY 2023 Results

At the close of FY 2023, the State completed the final deposits needed to reach the
administration’s goal of bringing principal reserves to a minimum of 15 percent of State Operating
Funds spending. The increase in reserves was supported by the extraordinary growth in tax
collections over the past two years. Principal reserves now total $19.5 billion (16 percent of State
Operating Funds spending) and are complemented by additional reserves for debt management,
future operational costs?, and a transaction risk reserve.

The State ended FY 2023 in a stronger overall position in comparison to the estimates in both the
initial FY 2023 Enacted Budget Plan and the FY 2024 Executive Budget Financial Plan. Results
reflected both strong receipts and disbursements that fell substantially below budgeted levels. The
excess resources that were available at the close of FY 2023 have been carried forward through
available balances and reserves, as well as used to prepay future expenses to reduce costs in
future years of the Financial Plan. (See “FY 2023 Preliminary Year End Results” herein.)

Summary of Revisions to the Executive Budget Proposal

The following table summarizes revisions to the multi-year projections that were contained in the
Executive Budget Financial Plan.

FY 2024 GENERAL FUND FINANCIAL PLAN
REVISIONS TO EXECUTIVE BUDGET ESTIMATES: SAVINGS/(COSTS)

(millions of dollars)

FY 2024 FY 2025 FY 2026 FY 2027

Projected Projected Projected Projected
EXECUTIVE BUDGET SURPLUS/(GAP) ESTIMATE 0 (5,079) (8,597) (7,159)
Tax Receipts’ (5,623) (5,291) (5,399) (5,818)
Negotiated Changes 0 (1,090) (1,248) (1,589)
Adds: (1,842) (1,204) (1,270) (1,611)
Spending (1,939 (1,205 (1,265) (1.597)
Recurring (770) (1,043) (1,219) (1,551)
Non-Recurring (1,152) (116) 0 0
Restorations (17) (46) (46) (46)
Revenue 97 1 (5) (14)

Available Resources/Offsets 1,842 114 22 22
Other Forecast Revisions 5,623 2,405 1,371 1,128

Prepayments /Advances /Other Resources 3,401 1,176 251 25
All Other 2,222 1,229 1,120 1,103
ENACTED SURPLUS/(GAP) ESTIMATE 0 (9,055) (13,873) (13,438)

1 Excludes the impact of the Pass Through Entity Tax program, which is expected to have no net Financial Plan
impact across fiscal years.

3 The Financial Plan includes an informal set aside of funds in the General Fund balance available for unexpected
and new costs of Executive agencies inclusive of, but not limited to, future labor agreements, inflationary costs or other
critical needs.

FY 2024 ENACTED BUDGET FINANCIAL PLAN 9
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In FY 2024, the combination of available resources generated from operations in FY 2023 and
downward revisions to spending based on prior year results are sufficient to offset the new
initiatives and costs, as well as the downward revisions to tax receipts beginning in FY 2024.

A more detailed table of the revisions appears in the section entitled, “FY 2024 General Fund
Financial Plan.”

Tax Receipts

Tax receipts, excluding Pass-Through Entity Tax (PTET), have been decreased by over $5 billion
annually in comparison to the Executive Budget forecast, based mainly on the April PIT settlement
weakness. Collections for April and May 2023 are projected to be roughly $4.6 billion below the
last public forecast*, particularly in extension payments and higher refunds, and are consistent with
the experiences of comparable PIT-dependent states, as well the Federal government. The drop
in tax receipts appears to be related to a decline in tax year 2022 liability, which is most directly
attributable to a sharp decrease in nonwage income, with weakness in capital gains serving as the
primary driver. This decline is the basis for the substantial downward revisions to tax receipts in
this Enacted Budget Financial Plan. (See “State Financial Plan Multi-Year Projections — Receipts”
herein.)

Negotiated Changes

The Enacted Budget authorized a net $1.9 billion in spending additions to the General Fund in
FY 2024 compared to the Executive Budget proposal. The additions to the General Fund consist
of recurring and non-recurring costs. Recurring additions carry an estimated net cost of
$770 million in FY 2024, annualizing to nearly $1.6 billion in the outyears of the plan. The largest
recurring costs include increases in the minimum wage, additional operating aid for university
systems, increased rates for health care and human services providers, expansion of free school
meals, and aid for legal defense and discovery for indigent and low-income individuals.

Excluding distressed hospital assistance and other Medicaid additions that are funded by
resources within the Global Cap Index, non-recurring additions are estimated at roughly $1.2 billion
in FY 2024. The largest one-time spending additions include rent arrears ($391 million) and
discretionary additions ($390 million) for individual program areas (“table adds”). In addition, the
final budget agreement included the restoration (i.e., rejection) of several Executive proposals,
including the ban on flavored tobacco and expansion of the Empire State Child Credit to include
children under four years of age.

The negotiated changes in FY 2024 are offset by available resources and balances carried forward
from FY 2023, and the use of the Indigent Legal Services Fund to offset aid for legal defense.

4 FY 2024 Executive Budget Updated for Governor's Amendments and Forecast Revisions Financial Plan dated
March 3, 2023.

FY 2024 ENACTED BUDGET FINANCIAL PLAN 10
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Other Forecast Revisions

The Financial Plan includes revisions to reflect the management of surplus resources generated in
FY 2023 to be used in subsequent years. Actions taken consisted of the prepayment of debt
service and fringe benefit expenses due in future years and capital advances to the MTA, as well
as carrying forward of available balances and Federal reimbursements that have been
programmed for use in FY 2024, in part to offset spending that carried over from FY 2023. In
addition, discretionary deposits to the Retiree Health Benefit Trust Fund (RHBTF) in future years
will be made pending fiscal conditions. Furthermore, the timing of transfers from the health care
transformation fund have been revised over the multi-year plan to partially offset the cost of home
care wage increases.

DOB has made other revisions to the Executive Budget Financial Plan projections of non-tax
receipts and spending in all years based on prior year results, as well as updated forecasts and
programmatic assumptions. The revisions include higher investment income and lower
disbursements across numerous program areas and fringe benefit costs. In addition, the Financial
Plan has been updated to reflect the full cost to the State of the bonus payments to eligible
healthcare workers. The Centers for Medicare & Medicaid Services (CMS) has provided initial
guidance indicating the Federal government is unlikely to provide Federal matching funds for the
bonus payments executed to date. The State is continuing to negotiate with CMS to find an
acceptable process for documenting and claiming a Federal share.

FY 2024 ENACTED BUDGET FINANCIAL PLAN 1"
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FY 2024 Enacted Budget Financial Plan Highlights

Reserves and Risks

Economic turning points create heightened risks to the Financial Plan. In the two recessions prior
to COVID, tax receipts fell more steeply and for a longer period than originally expected. While the
DOB forecast is based on reasonable assumptions, the impact of an economic slowdown is highly
unpredictable. A second, new risk has been created by the PTET program, which has introduced
a high degree of uncertainty in the level and timing of expected PIT tax collections. Lastly, the State
is dependent on a range of Federal approvals to implement savings measures and receive
reimbursement for costs it has incurred in the first instance. The Financial Plan maintains a reserve
for such transaction risks, in addition to the principal reserves and other reserves for specific
purposes (e.g., future operational and labor costs).

$20 BILLION ADDED TO RESERVES SINCE 2020

= Principal Reserves Debt Management Reserve 19.538
Retiree Health Benefit Trust m Operational and Labor Cost Reserve
8,084
3,366 3,446
2= 1,240
. 500 500 500 399 275 ’ 765
i I
2020 2021 2022 2023

Excludes other statutory and informal reserves for dedicated purposes (e.g., PTET, pandemic assistance, and undesignated fund balances).

Principal Reserves®. The State completed the entire $10.6 billion of planned deposits and set asides
to principal reserves at the end of FY 2023 — two years ahead of the initial plan laid out in October
2021. The balance in principal reserves is just over $19.5 billion, an amount equal to approximately
16 percent of projected FY 2025 State Operating Funds disbursements.

5> DOB defines principal reserves as the two “rainy day” reserves (consisting of the Tax Stabilization Reserve and the
Rainy Day Reserve) and the portion of the General Fund balance informally designated for economic uncertainties.

FY 2024 ENACTED BUDGET FINANCIAL PLAN 12
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The FY 2024 Enacted Budget includes legislation that increases the amount the State is permitted
to set aside in statutory reserves by increasing the maximum allowable balance for the Rainy Day
Reserve from 15 percent to 25 percent, and the maximum annual deposit from 3 percent to
15 percent, of projected General Fund spending in the current year.

A deposit to the Rainy Day Reserve Fund will be executed at the end of FY 2024 dependent on
fiscal and economic conditions, including any material decline in tax collections. The allocation of
principal reserves may be adjusted in future updates dependent on fiscal conditions and consistent
with the allowable balance and deposit authorization for the Rainy Day Reserve.

Debt Management Reserve Fund. To ensure the State can abide by the limits imposed by the Debt
Reform Act, $1 billion has been set aside in the debt management reserve.

RHBTF®. In FY 2022, the State made its first deposit to the RHBTF, which was created in FY 2018
to reserve money for the payment of health benefits of retired employees and their dependents.
In FY 2023, deposits previously planned in later years ($600 million) were accelerated for a total
deposit of $920 million, consistent with the statutory limit of 1.5 percent of the actuarial accrued
liability. The balance in the reserve totals $1.2 billion. Future deposits will be dependent on fiscal
conditions.

Operational/Labor Cost Reserve. The Financial Plan includes an informal set aside of funds in the
General Fund balance available for unexpected and new costs of Executive agencies inclusive of,
but not limited to, future labor agreements, inflationary costs or other critical needs. These funds
are included in the General Fund balance and are not included in spending estimates.

The State recently reached a tentative labor agreement with the Public Employees Federation
(PEF) for the three-year period from FY 2024 through FY 2026. The agreement is subject to
ratification by union membership and the votes are expected to take place in the coming months.
The tentative agreement includes 3 percent salary increases for each year of the agreement and
a one-time bonus of $3,000, as well as other one-time payments that are expected to be partly
offset by expected health insurance benefit savings. In the past, agencies have been required to
fund general salary increases within existing budgets through efficiencies and other savings
initiatives. However, certain onetime payments are expected to be covered with the General Fund
reserve.

The State also reached a tentative agreement with United University Professions (UUP)
representing State University of New York (SUNY) employees for the four-year period from
Academic Year 2023 through Academic Year 2026, which is also subject to ratification and
includes general salary increases of 2 percent in FY 2023 followed by 3 percent salary increases
for each of the next three years, as well as other payments and modifications to health insurance
benefits. The cost of the UUP agreement is expected to be funded by SUNY except for related
fringe benefits costs currently paid by the State, and onetime payments related to negotiated labor
agreements.

6 The RHBTF is a trust fund for the payment of health benefits of retired employees and their dependents and is not
included in the General Fund balance. The reserves establish an asset against the State’s post-employment health
insurance liability.

FY 2024 ENACTED BUDGET FINANCIAL PLAN 13
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Outyear Budget Gaps

The Enacted Budget Financial Plan projects outyear budget gaps of $9.1 billion in FY 2025,
$13.9 billion in FY 2026, and $13.4 billion in FY 20277, a total of roughly $36 billion over three years.
The budget gaps that have opened in each year are due principally to the downward revisions in
projected tax receipts, which have been lowered by nearly $37 billion (FY 2025 to FY 2027) in
comparison to the May 2022 forecast included in the FY 2023 Enacted Budget Financial Plan. If
the FY 2025 Budget is balanced with recurring savings, the projected budget gap for FY 2026
would be $4.8 billion. The projected budget gaps do not reflect the use of any reserves to balance
operations.

OUTYEAR BUDGET GAPS AND TAX RECEIPTS REDUCTIONS

$12.6 $13.2

$11.0

billions of dollars

2025 2026 2027
H Total Gaps Tax Receipt Reductions

Cash Position

DOB expects that the General Fund will have sufficient liquidity in FY 2024 to make all planned
payments as they become due. DOB continues to reserve money on a quarterly basis for debt
service payments that are financed with General Fund resources. Money to pay debt service on
bonds secured by dedicated receipts, including PIT bonds and Sales Tax bonds, continues to be
set aside as required by law and bond covenants.

7 FY 2027 tax receipts projections assume the scheduled expiration of the State and Local Tax (SALT) deduction cap
after 2025 under current Federal law, as well as the likelihood that NYS taxpayers will pay a greater share of liability
through quarterly estimated payments in tax year 2026 to take advantage of the expiration. The impact on NYS tax
receipts projections is an acceleration of tax receipts into FY 2027. If the SALT cap is extended, the projection of tax
receipts for FY 2027 will be reduced and the FY 2027 budget gap calculation will increase by a comparable amount.

FY 2024 ENACTED BUDGET FINANCIAL PLAN 14
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State Spending

The Financial Plan projects that State Operating Funds spending will total $125.3 billion in FY 2024,
an increase of $1.6 billion, or 1.3 percent, from the current fiscal year. The decline in all other
spending reflects the management of surplus resources generated in prior years, which consist of
the prepayment of debt service and fringe benefit expenses due in future years.

FY 2024 ENACTED BUDGET
SPENDING

(millions of dollars)

FY 2023 FY 2024
Actuals Projected $Change % Change

All Funds 220,462 229,013 8,551 3.9%
State Operating Funds 123,751 125,331 1,580 1.3%
School Aid (School Year Basis) 31,383 34,414 3,031 9.7%
Medicaid 25,468 27,253 1,785 7.0%
All Other 66,900 63,664 (3,236) -4.8%

Debt Service

Debt service spending consists of the payment of principal, interest, and related expenses on
State-supported debt. Prepayments executed in prior years, as well as prepayments in
FY 2023, have a substantial impact on total debt service spending. The table below provides a
summary of the impact of prepayments on debt service expenses.

STATE-SUPPORTED DEBT SERVICE
(millions of dollars)

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028
Base Debt Service 5,556 6,603 7,213 7,538 8,037 8,228
Total Prepayment Adjustment 4,925 (3,705) (3,695) (2,380) (2,860) (2,000)
Prior Prepayments (1,075) (2,255) (2,395) (1,630) (2,360) 0
FY 2023 Prepayment 6,000 (1,450) (1,300) (750) (500) (2,000)
Enacted Budget State Debt Service 10,481 2,898 3,518 5,158 5,177 6,228
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Summary of Actions and Revisions Compared to Base Projections

The following table and narrative provide a summary the impact of the FY 2024 Enacted Budget
actions and revisions on General Fund operations, starting with the "base" estimates®.

FY 2024 ENACTED BUDGET FINANCIAL PLAN
(millions of dollars)

FY 2024 FY 2025 FY 2026 FY 2027
Projected Projected Projected Projected
UPDATED "BASE" BUDGET SURPLUS/(GAP) ESTIMATE 214 (6,813) (7,418) (5,465)
Receipts (1,584) (4,124) (5,579) (9,285)
Tax Receipts (5.236) (4.927) (5.392) (8.773)
Forecast Revisions (5,623) (5,291) (5,399) (5,818)
PTET Forecast Revisions 400 (206) (745) (3,259)
Other Tax Receipts Changes (13) 570 752 304
Debt Service Reestimates 10 123 157 54
Payment of Future Debt Service 1,450 550 0 0
Other Receipts/Transfers 2,192 130 (344) (566)
Disbursements (123) (1,748) (2,296) (2,772)
Assistance and Grants 3,123) 1,850) 2,372) 2,680)
Education 56 410 28 18
Medicaid (1,363) (656) (1,075) (1,014)
eFMAP extension through Dec. 31,2023 1,315 0 0 0
Asylum Seekers Services and Assistance (944) (355) 0 0
Minimum Wage/Home Care Wages 30 (314) (605) (964)
Bonus for Healthcare and Direct Care Workers (823) (256) 0 0
Mental Hygiene (62) (226) (255) (277)
Public Health/Aging (105) (34) (23) (23)
Social Services/Housing (550) (64) (57) (67)
Environment/Energy (212) (50) (50) (50)
Higher Education (98) (138) (155) (164)
Public Safety (360) (333) (241) (237)
Transportation (381) (78) (78) (74)
All Other 375 243 139 173
Agency Operations, including GSCs 1,338 (117) 284 301
Executive Agency Operations (100) (532) (497) (486)
Asylum Seekers Services and Assistance (162) 0 0 0
Healthcare Worker Bonus (54) (27) 0 0
FEMA Reimbursement 800 0 0 0
State Police Recruiting Classes (67) (46) (47) (48)
SUNY Endowment Funding (250) (250) 0 0
Legislature/Judiciary (incl. fringe benefits) (42) (42) (31) (24)
Fringe Benefits/Fixed Costs 1,213 780 859 859
Transfers to Other Funds 1,662 219 (208) (393)
Capital Projects 1,511 579 190 23
SUNY Operations (203) (226) (260) (274)
All Other 354 (134) (138) (142)
Use of/(Deposit to) Reserves 1,493 3,630 1,420 4,084
Accelerate Principal Reserve Deposits 2,448 2,926 0 0
Timing of PTET/PIT Credits (400) 206 745 3,259
All Other Reserves (555) 498 675 825
ENACTED BUDGET SURPLUS/(GAP) ESTIMATE 0 (9,055) (13,873) (13,438)

8 The baselevel estimates, which were completed in February 2023, represent the projected surpluses and gaps before
any changes proposed by the Governor or enacted by the Legislature, as well as subsequent revisions to the forecast
of receipts, disbursements, and available resources.
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Receipts

Tax Receipts. The estimates for tax receipts have been reduced in each year of the Financial Plan,
consistent with collections through May 2023 and DOB’s updated economic forecast.

In addition, the FY 2024 Enacted Budget extends through tax year 2026 the Article 9-A tax rates
on taxpayers with business income over $5 million and the alternative capital base tax rate for
certain taxpayers. Other tax changes include various extensions, enforcement initiatives and
reforms including the extension of credits for historic property rehabilitation, New York City musical
and theatrical productions, and farmers, as well as a new credit for child care expansion and the
inclusion of children under four years of age to the Empire State Child Credit.

Debt Service. Revisions reflect savings from lower bond issuances due to increased PAYGO
resources and slower than expected capital spending, as well as additional debt service
prepayments made in FY 2023 that reduce debt service costs in FY 2024, FY 2025, and FY 2028.

Other Receipts/Transfers. The Financial Plan includes a $1.4 billion increase to the estimated
investment income the State expects to generate consistent with higher interest rates and liquidity.
Other changes include a reduction to the Transaction Risk Reserve, which is maintained at
$2 billion annually, and revisions to certain planned transfers due to the availability of revenues
and balances in other funds that are earmarked to support new investments. Other changes
include restatements and adjustments between debt service transfers, resulting from the
prepayment of DHBTF Bonds which increases debt service transfers from, along with a
corresponding decrease in capital projects transfers. There is no resulting financial plan impact.
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Disbursements

Assistance and Grants

School Aid. The Financial Plan provides $34.4 billion in State aid to schools for school year (SY)
2024, an increase of $3 billion (9.7 percent). Including Federal prekindergarten expansion grants,
schools will receive $34.5 billion. This growth primarily reflects a $2.6 billion (12.3 percent)
Foundation Aid increase, including a minimum 3 percent annual increase to fully funded districts
that would otherwise not receive a Foundation Aid increase under current law. The growth in
Foundation Aid largely reflects the full funding of the current formula for the first time in its 17-year
history, marking the final year of the three-year phase-in of full funding. School Aid growth also
includes a $225 million increase in expense-based aids and a $150 million increase in State-funded
full-day prekindergarten programming for four-year-old children.

The decrease in projected General Fund disbursements for education shown in the table above
primarily reflects additional resources in the State's Lottery, Mobile Sports, Video Lottery Terminals
(VLTs) and Commercial Gaming Funds available to finance School Aid spending.

Medicaid Global Cap. Global Cap spending growth in FY 2024 is estimated at $1.4 billion. The
Global Cap index has been revised based on updated CMS annual projections of health care
spending. The revised rates provide additional Medicaid spending of $475 million in FY 2024
growing to $754 million in FY 2027. Medicaid spending is currently projected to exceed the cap
by $242 million in FY 2026 and $283 million in FY 2027. The higher cost is mainly attributable to
higher-than-expected enroliment, utilization and spending trends. The Governor’'s healthcare
commission will examine and recommend reforms to improve quality and reduce costs.

The FY 2024 Enacted Budget includes several investments in health care, including $500 million
in assistance for financially distressed hospitals, increasing and/or adding Medicaid reimbursement
for hospitals, nursing homes and assisted living providers, primary care, school-based health
centers, transportation services, and additional types of mental health providers in community
health centers. In addition, the Financial Plan includes savings which began on April 1, 2023, due
to the transition of the prescription drug program for all Medicaid members enrolled in Mainstream
Managed Care to the State run Medicaid Pharmacy Program. With this transition, New York State
will pay pharmacies directly for drugs and supplies on behalf of Medicaid members. Transitioning
the pharmacy benefit from Managed Care to Medicaid Fee-for-Service will result in significant
savings to the State, most of which will be reinvested back into healthcare. Other actions include
expanding the Medicaid Buy-in program so more disabled persons can continue to work without
the risk of losing health benefits and supporting critical primary and preventative care for Medicaid
enrollees that will help improve population health and reduce preventable hospitalizations and
emergency room visits.
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To maintain spending within the Global Cap, the State will utilize a portion of the Affordable Care
Act (ACA) Enhanced Federal Medical Assistance Percentage (eFMAP) savings to offset growth in
Medicaid costs borne by the State rather than counties ($219 million). Other actions include shifting
pregnancy coverage to the Essential Plan (EP) ($41 million in FY 2024 and $165 million annually
thereafter); and aligning the timing of expanded coverage for certain groups with the Federal
waiver submission ($172 million).

eFMAP Extension. The Federal FY 2023 Omnibus Appropriations bill extended eFMAP through
the end of the 2023 calendar year but at declining levels. Beginning April 1, 2023, eFMAP is
reduced over the next three quarters from 6.2 percent to 5 percent through June 30, 2.5 percent
through September 30, and 1.5 percent through December 31.

Asylum Seekers Services and Assistance. The FY 2024 Enacted Budget provides support to
asylum seekers in New York City, including shelter cost reimbursement.

Minimum Wage/Home Care Wages.

The FY 2024 Enacted Budget includes increasing the minimum wage for homecare and non-home
care workers. The increases will benefit hundreds of thousands of minimum wage workers across
New York State and assist them to meet the rising cost of living, which results in increased State
assistance to mental hygiene, health care and social services providers supported by the State.

For non-homecare workers, the Budget authorizes increasing the minimum wage on January 1,
2024 to $16 per hour in New York City and Nassau, Suffolk, and Westchester counties, and to
$15 in the remainder of the State, followed by an additional $0.50 each year in 2025 and 2026,
and then indexing to inflation.

For home health and personal care workers, the FY 2024 Enacted Budget authorizes increasing
the minimum wage, effective January 1, 2024, by $1.55 for Downstate and $1.35 for Rest of State,
with additional Statewide minimum wage increases of $0.55 to come January 1, 2025 and
January 1, 2026. Pending CMS approval, the increases are anticipated to be partially funded by
HCBS eFMAP in FY 2024.

Bonus for Healthcare and Direct Care Workers. In FY 2023, healthcare, direct care and other
critical safety workers earning less than $125,000 began receiving a State-funded bonus payment
of up to $3,000. The amount of the bonus is based on hours worked and length of time in service.
The program runs through April 1, 2024 and the timing of payments is dependent on claims
submission. As such, the Financial Plan has been revised to reflect payments continuing into
FY 2024 and FY 2025.
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In addition, the State previously expected Federal matching funds of roughly $1.3 billion for the
bonus payments made to eligible healthcare workers.® Based on initial CMS feedback, the
Financial Plan has been revised to reflect the State paying the entire costs of these bonus
payments between FY 2023 and FY 2025. This ensures funding has been included in the event of
a final determination that these costs are ineligible for Federal matching funds, however the State
is continuing to negotiate with CMS to find an acceptable process for documenting and claiming a
Federal share.

Mental Hygiene. The FY 2024 Enacted Budget includes investments across the continuum of care
for mental health and continued support for community-based services, including residential
programs. Specifically, this includes establishing and operating 3,500 new residential units for
people with mental iliness, including 1,500 Supportive Housing beds, 900 transitional step-down
beds, 600 licensed apartment treatment beds and 500 community residence-single room
occupancy (CR-SRO) beds. Outpatient mental health services throughout the State will be
significantly expanded by funding twelve new Comprehensive Psychiatric Emergency Programs;
42 new Assertive Community Treatment teams; 26 new Certified Community Behavioral Health
Clinics, including an Indigent Care Program to ensure providers are reimbursed for care; eight new
Safe Options Support teams; the expansion of the Critical Time Intervention (CTI) initiative started
in 2022; 42 new Health Home Plus Care Managers; and start-up funding and operating costs for
expanded clinic capacity at 20 sites. The FY 2024 Enacted Budget also expands mental health
services for children and families, enhances suicide prevention programs, strengthens supportive
housing programs, and supports the 4 percent Cost of Living Adjustment (COLA) for voluntary
operated providers.

Public Health/Aging. The FY 2024 Enacted Budget adds funding for the Hunger Prevention and
Nutrition Assistance Program (HPNAP), tobacco control, cancer services as well as a 4 percent
COLA for SOFA consistent with the other Human Services agencies.

Social Services/Housing. The FY 2024 Enacted Budget provides funding to ensure continuity in
the level of childcare subsidies; expands eligibility for child care subsidies to more families; creates
an employer-supported child care pilot program to provide new financial support for child care;
and continues funding for the emergency rental assistance and landlord aid programs, including
legal services for tenants facing eviction. Other significant increases include investments in
permanency resource centers and kinship services, consolidating afterschool program funding in
the Office of Children and Family Services (OCFS), assisting foster care agencies with Federal
provisions as they relate to Institutions for Mental Disease (IMD), indexing of the minimum wage,
and providing a 4 percent COLA for the human services workforce. These investments are offset
by the restructured financing approach for residential school placements of children with special
needs outside New York City and utilization of Mortgage Insurance Fund (MIF) resources to fund
housing and homelessness programs.

9 Beginning with the FY 2023 Mid-Year Update to the Financial Plan, dated November 2022, DOB noted considerable
risk that CMS may not approve all the Federal matching funds for the healthcare bonus payments and that the General
Fund would incur unbudgeted costs of up to $1.3 billion through FY 2025 in the event the Federal matching funds are
not approved.
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Environment/Energy. The FY 2024 Enacted Budget includes $200 million in funding to expand the
Energy Affordability Program to consumers who have not been previously eligible. The program
will provide income-eligible customers with a discount on their monthly electric and/or gas bills.

Higher Education. The FY 2024 Enacted Budget adds $93 million in recurring annual operating
support for City University of New York (CUNY) campuses starting in Academic Year 2024 and a
multiyear commitment to provide CUNY with general operating aid increases of $36 million in each
of the following two academic years (2025 and 2026).

Public Safety. The FY 2024 Enacted Budget includes increased support for Prosecutors and
Defenders, Alternative to Incarceration (ATI), the Gun Involved Violence Elimination (GIVE)
program, re-entry services, and additional funding to assist in the implementation of criminal
discovery laws and pretrial services. The Budget also includes funding to combat the flow of
fentanyl, including the establishment of an Anti-Fentanyl Innovation Grant, as well as support to
hire additional crime and data analysts focused on fentanyl distribution and deaths.

Transportation. The FY 2024 Enacted Budget includes one-time State assistance to the MTA to
address extraordinary revenue impacts caused by the pandemic ($305 million, of which $5 million,
is dedicated to the MTA's Outer Borough Transit Account) and increases to upstate transit
operating aid to match the year to year increase in on-budget, traditional MTA aid. Other initiatives
include $24 million annually for operating costs of the Gateway Development Commission and
$2 million to begin funding an Innovative Mobility Initiative for non-MTA systems.

All Other Assistance and Grants. The FY 2024 Enacted Budget includes increased funding for
various other programs and initiatives including recurring assistance to the City of Albany, the
Liberty Defense Project and the Office of New Americans, various programs administered by the
Empire State Development Corporation, immigration legal services and combating biased based
crimes. In addition, all other spending includes a reconciliation for the net impact of the Mental
Hygiene Stabilization Fund and OPWDD Local Share Adjustments related to the Medicaid Global
Cap.

The Enacted Budget also includes $80 million in FY 2024 and $134 million in annual outyear
support for a new State-funded initiative to incentivize qualifying low-income public and nonpublic
schools to participate in the Federal Community Eligibility Provision (CEP) program, allowing all
students in those schools to eat breakfast and lunch at no charge regardless of their families'
income.
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Agency Operations

Agency Operations. The growth in executive agency budgets reflects funding to meet critical
service needs, as well as efforts to assess lead risks and support lead abatement in housing across
the State and modernize health reporting systems. In addition, funding is included to support
consulting costs associated with development of Section 1115 Medicaid demonstration waivers that
have allowed the State to implement a managed care program that provides comprehensive and
coordinated health care to Medicaid patients. Increased funding for agency operations also
supports inpatient beds in State-operated Psychiatric Centers, expanded State Police community
stabilization units, enhanced parole supervisions programs, investments in information technology
including the Joint Security Operations Center (JSOC), geographical wage adjustments, and
additional enforcement to curb the illegal sale of cannabis.

Asylum Seekers Services and Assistance. The Division of Military and Naval Affairs (DMNA) has
deployed national guard servicemembers to various hotels, homeless shelters, and emergency
sites throughout New York City to implement, administer, and effectuate the provision of services.

State Police Recruiting Classes. Increased funding will support additional State Police recruiting
classes in FY 2024.

SUNY Endowment Funding. The State will provide $1in State funds (up to $500 million) for every
$2 in private contributions to the endowments of SUNY’s four university centers: Buffalo,
Binghamton, Albany, and Stony Brook. The endowment funds are expected to be used to provide
long-term support for campus operations, student scholarships, research, endowed
professorships, and the development of new academic fields.

Legislature/Judiciary. The FY 2024 Enacted Budget reflects budget requests submitted by the
Legislature and Judiciary. The Judiciary requested increases in annual operating spending to fund
expected hiring, three planned Court Officer Academy classes, the addition of 34 new Judgeships,
and collective bargaining increases implemented in March 2023. Additionally, there has been
increases to the assigned counsel rate for attorneys providing services to indigent persons.
Spending increases for the Legislature are mainly driven by personnel costs for legislative staff, as
well as increases for member salaries.

Fringe Benefits/Fixed Costs. The fringe benefit projections have been lowered to account for the
management of surplus resources generated in FY 2023 used to prepay fringe benefit expenses
due in FY 2024; revised projections for employee health insurance and pension expenses; and
future deposits to the RHBTF dependent on fiscal conditions.
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Transfer to Other Funds

Capital Projects. The FY 2024 Enacted Budget reduces transfers to various capital projects funds,
including: the DHBTF, due to the State's prepayment of dedicated bonds, described above; the
Dedicated Infrastructure Investment Fund (DIIF), which is related to slower than anticipated
program spending and an updated timeline for the construction of the stadium in Orchard Park;
and the State Capital Project Fund, related to the timing of bond proceed reimbursements. The
reduction in transfers is partially offset by new investments for residential energy-efficiency
upgrades, health care transformation, and the development of technology systems associated with
pre-trial discovery laws.

SUNY Operations. The FY 2024 Enacted Budget provides $163 million ($122 million in FY 2024) in
new recurring general operating support for SUNY campuses and a multiyear commitment to
provide SUNY with general operating aid increases of $54 million in each of the following two
academic years (2025 and 2026). Another $75 million in State aid to SUNY in Academic Year 2024
($56 million in FY 2024) will fund transformational initiatives at campuses that support innovation,
help meet workforce needs, and provide student support.

Other Transfers. Transfers reflect a revised schedule for funding the health care transformation
fund.

Reserve Changes

The previously planned deposits to principal reserves in FY 2024 ($2.4 billion) and
FY 2025 ($2.9 billion) were accelerated and completed in fiscal year 2023. In addition, revisions
to the estimated PTET/PIT tax credit payments are offset by the reserve set aside for this purpose.
Other changes include the use of available, accumulated surpluses that were carried forward to
lower the projected outyear budget gaps and revisions to spending supported by the Monetary
Settlements Reserve.
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General Fund Financial Plan

General Fund receipts are affected by the deposit of dedicated taxes in other funds for debt service
and other purposes, the transfer of balances between funds of the State, and other factors. Three
significant factors affect reported General Fund tax receipts, as described below.

First, changes in debt service on State-supported revenue bonds affect General Fund tax receipts.
The State utilizes bonding programs where tax receipts are deposited into dedicated debt service
funds (outside the General Fund) and used to make debt service payments. After satisfying debt
service requirements for these bonding programs, the balance is transferred to the General Fund.

Second, the STAR program is funded from PIT receipts, with changes in the State-supported cost
of the program affecting reported PIT receipts.

Lastly, beginning in FY 2022, the PTET program began affecting reported General Fund tax
collections. The discussion and tables summarizing annual changes below generally exclude the
impact of the PTET or show it distinctly. The operation of the PTET program is described under the
heading, “PTET Financial Plan Impact” at the end of this section.

General Fund disbursements are affected by the level of financing sources available in other funds,
transfers of balances between funds of the State, and other factors that may change annually. For
example, education and health care programs are affected by the level of financing sources
(i.e., HCRA and lottery/gaming receipts) available in other funds. Projected spending also reflects
DOB's cautious estimates of disbursements, a practice that provides a cushion for potential
receipts shortfalls and unanticipated costs.

For a more comprehensive discussion of the State's projections for tax receipts, miscellaneous

receipts, disbursements, and transfers, presented on a State Funds and All Funds basis, see “State
Financial Plan Multi-Year Projections” herein.
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FY 2024 Enacted Budget Financial Plan

The following table summarizes the projected annual change in General Fund receipts,
disbursements, and fund balances from FY 2023 to FY 2024.

ERAL FUND FINANCIAL PLAN
(millions of dollars)

Annual Change
FY 2023 FY 2024
Actuals Projected Dollar Percent
Opening Fund Balance 33,053 43,451 10,398 31.5%
Total Receipts 103,197 100,498 (2,699) -2.6%
Receipts (Excluding PTET) 105,269 102,394 (2,875) -2.7%
Taxes 96,018 94,405 (1,613) -1.7%
Miscellaneous Receipts 3,609 3,801 192 5.3%
Federal Receipts 2,351 2,250 (101) -4.3%
Non-Tax Transfers from Other Funds 3,291 1,938 (1,353) -41.1%
PTET Receipts (2,072) (1,896) 176 8.5%
PIT Credits (17,016) (14,936) 2,080 12.2%
Business Taxes 14,944 13,040 (1,904) -12.7%
Total Disbursements 92,799 104,412 11,613 12.5%
Assistance and Grants 62,852 75,055 12,203 19.4%
State Operations 21,622 20,965 (657) -3.0%
Transfers to Other Funds 8,325 8,392 67 0.8%
Net Change in Operations 10,398 (3,914) (14,312) -137.6%
Closing Fund Balance 43,451 39,537 (3,914) -9.0%
Statutory Reserves:
Community Projects 25 23 (2)
Contingency 21 21 0
Rainy Day’ 6,256 6,256 0
Fund Balance Reserved for:
Consensus Revenue 0 0 0
Debt Management 2,355 2,436 81
Economic Uncertainties 13,282 13,282 0
Labor Settlements/Agency Operations 765 1,765 1,000
Pandemic Assistance 245 0 (245)
Undesignated Fund Balance 4,574 2,150 (2,424)
Subtotal Excluding Settlements/PTET 27,523 25,933 (1,590)
Fund Balance Reserved for:
Extraordinary Monetary Settlements 1,570 1,142 (428)
Timing of PTET/PIT Credits 14,358 12,462 (1,896)
! Consists of the Rainy Day Reserve and Tax Stabilization Reserve.
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Receipts

General Fund receipts, including transfers from other funds, are estimated to total $100.5 billion in
FY 2024, a decrease of $2.7 billion (2.6 percent) from FY 2023. Excluding the impact of the PTET
program, total receipts are projected to decrease by $2.9 billion (2.7 percent) from FY 2023.

Tax receipts, excluding the impact of PTET and debt prepayments, but including transfers after
payment of debt service, are estimated to total $90.7 billion in FY 2024, a decrease of
$10.2 billion (10.1 percent) from FY 2023. The decrease reflects the effects of a mild recession on
PIT revenues, in addition to declines in Corporate Franchise Tax (CFT) receipts and estate tax
receipts. The actual and planned prepayments of debt service due in future years reduce reported
PIT receipts in the fiscal year in which the payments are made and increase PIT receipts in the
fiscal years in which the debt service was originally scheduled to be paid. Debt prepayments
reduce General Fund PIT receipts by $4.9 billion in FY 2023 and increase PIT receipts $13.7 billion
in FY 2024. Including these prepayments, tax receipts are estimated to decrease by $1.6 billion
from FY 2023.

PIT receipts, excluding PTET and debt prepayments, but including transfers after payment of debt
service, are estimated to total $60.4 billion in FY 2024, a decrease of $10 billion (14.2 percent) from
FY 2023. The decrease reflects reduced extension payments for tax year 2022 driven by a strong
decline in nonwage income, coupled with declines in final returns and delinquencies, offset by a
decrease in total refunds primarily attributable to the expiration of the 2022 homeowner tax rebate
credit.

Consumption/use tax receipts, including transfers after payment of debt service on Sales Tax
Revenue Bonds, are estimated to total $18.4 billion in FY 2024, an increase of $1.6 billion
(9.8 percent) from FY 2023. This increase reflects moderate growth in the sales tax base
(2.7 percent).

Business tax receipts, excluding PTET, are estimated at $9.3 billion in FY 2024, a decrease of
$1.1 billion (10.3 percent) from FY 2023. The decrease primarily reflects a decrease in CFT gross
receipts, reflecting a projected decline in corporate profits, and a decrease in audit receipts to
recent trend levels.

Other tax receipts, including transfers after payment of debt service on Clean Water/Clean Air
(CW/CA) Bonds, are expected to total $2.6 billion in FY 2024, a decrease of $797 million from
FY 2023. This is primarily due to the estate tax returning to typical trends following record receipt
collections in FY 2023, as well as a decline in real estate transfer tax receipts as the market
continues to cool off.

Miscellaneous receipts are projected to increase by $192 million from FY 2023 due to historically

high investment income receipts associated with high interest rates and large fund balances
associated with the timing of PTET receipts.
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Non-tax transfers are estimated to total $1.9 billion in FY 2024, a decrease of $1.4 billion from
FY 2023. The change is mainly attributable to an increase in the Transaction Risk Reserve
compared to FY 2023 which reduces transfers from, partially offset by increases in transfers from
the Health Care Transformation, Mental Health Services, Tribal State Compact and Indigent Legal
Services funds.

Disbursements

General Fund disbursements, including transfers to other funds, are expected to total $104.4 billion
in FY 2024, an increase of $11.6 billion (12.5 percent) from FY 2023. The annual change in spending
is in part due to the expected expiration of the eFMAP at the end of the third quarter of
FY 2024. The higher Federal matching rate has temporarily lowered State-share spending and
increased the Federal share of Medicaid costs.

Assistance and grants spending is estimated to total $75.1 billion in FY 2024, an increase of
$12.2 billion from FY 2023. General Fund spending for education and health care represents most
of the assistance and grants spending growth. General Fund support for these programs is affected
by the level of financing sources (i.e., HCRA and lottery/gaming receipts) available in other funds,
as well as the impact of an over $2 billion drop in eFMAP savings. School Aid is estimated to
increase by $3.3 billion (12.8 percent) on a State fiscal year basis, primarily reflecting the final year
of the phase-in of full funding of the current Foundation Aid formula, a $150 million investment in
State-funded full-day prekindergarten programming for four-year old children and assumed growth
in expense-based aids.

Medicaid spending is projected to grow by $1.7 billion due to investments in health care and
provider reimbursement associated with the authorization to increase the State’s minimum wage,
offset by savings resulting from the transition of the pharmacy benefit from Managed Care to
Medicaid Fee-for-Service, the phase down of the eFMAP extension through December 31, 2023,
and actions to maintain spending within the Global Cap. Other assistance and grants growth is
primarily the result of additional assistance to the MTA to address operating shortfalls, initiatives
and investments to improve mental health care services, access to affordable housing, additional
support for public safety initiatives, wage increases, emergency rental and rental arrears assistance
and landlord aid programs including legal services for tenants facing eviction, and significant one-
time funding to support asylum seekers services and assistance in New York City.

General Fund agency operations costs, including fringe benefits, are expected to total $21 billion
in FY 2024, a decrease of $657 million from FY 2023, driven primarily by a decline in General State
Charges (GSCs) spending that partially offsets the increase in State Operations spending. The
growth in executive agency budgets reflects efforts to assess lead risks and support lead
abatement for housing across the State, modernize health reporting systems, conduct additional
State Police recruiting classes, provide State matching funds for contributions to the endowments
for SUNY’s four university centers, increase inpatient beds in State-operated Psychiatric Centers,
and additional enforcement to curb the illegal sale of cannabis. Additionally, the cost of deploying
the National Guard to assist New York City with providing care for asylum seekers and consulting
costs associated with development of Section 1115 Medicaid demonstration waivers increase
spending in FY 2024. Judiciary spending is projected to increase in FY 2024 driven by increases
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to the assigned counsel rate for attorneys providing services to indigent persons. Fringe benefit
costs are expected to decrease in FY 2024 primarily due to a $920 million payment to the RHBTF
and the advance of certain health insurance and workers compensation payments in FY 2023,
partially offset by the increased costs of providing pension benefits to current and retired
employees.

General Fund transfers to Other Funds are projected to total $8.4 billion in FY 2024, an increase
of $67 million from FY 2023. The growth is mainly attributable to increased transfers for capital
projects reflecting an increase in planned Pay-As-You-Go (PAYGO) capital spending and increased
transfers to SUNY for transformational initiatives at campuses that support innovation, help meet
workforce needs, and provide student support; partially offset by lower Health Care Transformation
and Dedicated Mass Transportation Trust Fund transfers.

FY 2024 Closing Balance

Excluding the PTET™ reserve for the timing of PTET/PIT credits and the reserve for extraordinary
monetary settlements to fund existing commitments and projects, DOB projects the State will end
FY 2024 with a General Fund cash balance of $25.9 billion, a decrease of $1.6 billion from
FY 2023. The reserves for debt management and labor settlements are projected to increase by
just over $1 billion. The balance available for all other purposes is expected to decline due to the
planned use of prior year resources to fund certain commitments and operations in FY 2024,

10 Starting in FY 2022, the General Fund balance is affected by the PTET program. Please see the description under the
heading “PTET Financial Plan Impact” for more information.
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Negotiated Changes to the Executive Budget

The following table summarizes the negotiated additions, restorations, modifications, and revisions

to the FY 2024 Executive Budget proposal.

CHANGES TO THE EXECUTIVE BUDGET FINANCIAL PLAN

GENERAL FUND
(millions of dollars)

FY 2024 FY 2025 FY 2026 FY 2027
Projected Projected Projected Projected
EXECUTIVE BUDGET SURPLUS/(GAP) ESTIMATE 0 (5,079) (8,597) (7,159)
TAX RECEIPTS' (5,623) (5,291) (5,399) (5,818)
NEGOTIATED CHANGES 0 (1,090) (1,248) (1,589)
Spending Restorations/Adds (1,939) (1,205) (1,265) (1,597)
New Spending Adds: (1,735 903 941 1,020
Rent Arrears (391) 0 0 0
University System Operating Assistance (197) (230) (308) (330)
Additional 1.5% Human Services COLA (4% Total) (121) (121) (121) (121)
Discovery and Defense Aid Support (120) (120) (120) (120)
18-b Assigned Counsel (County Assistance) (92) (92) 0 0
School Lunch Expansion (80) (134) (134) (134)
Minimum Wage (14) (45) (93) (158)
Legislative Table Adds (390) (24) 0 0
All Other (330) (137) (165) (157)
Medicaid 187 (256) 278 531
Distressed Hospital Assistance (500) 0 0 0
NYC/County Assistance (eFMAP) (405) (270) 0 0
Additional Hospital/Nursing Home Rate Increases (232) (232) (232) (232)
Minimum Wage/Home Care Wages 44 (269) (512) (806)
Other Adds/Resources 906 515 466 507
Restorations/Modifications: (17) (46) (46) (46)
Committee on Special Education 0 (29) (29) (29)
Market Based Interest Rate on Judgments (3) (3) (3) (3)
All Other (14) (14) (14) (14)
Tax Law/Receipts Changes 97 1 (5) (14)
Not Accepted: 105 200 192 183
Flavored Tobacco Ban Rejection 116 222 214 205
Eliminate Quick Draw Restrictions (11) (22) (22) (22)
Modified/New: (8) 199 197 197
ESCC Expansion to Children Ages 0-4 0 (179) (179) (179)
All Other (8) (20) (18) (18)
AVAILABLE RESOURCES/OFFSETS 1,842 114 22 22
Consensus Revenue Reserve 800 0 0 0
Prior Year Fund Balance 491 0 0 0
Transaction Risk Reserve 437 0 0 0
Indigent Legal Services Fund Offset 114 114 22 22
RESOURCES/FORECAST REVISIONS 5,623 2,405 1,371 1,128
Investment Income 1,400 550 200 0
All Other Forecast/Cost Revisions 822 679 920 1,103
FY 2023 Prepayments 1,030 550 0 0
Capital Advances 376 376 376 0
Prior Year Fund Balances 445 0 0 0
Federal Offsets 800 0 0 0
Retiree Health Reserve Deposits 375 375 0 150
Health Care Transformation Reserve 375 (125) (125) (125)
ENACTED BUDGET SURPLUS/(GAP) ESTIMATE 0 (9,055) (13,873) (13,438)
1 Excludes the impact of the Pass Through Entity Tax program, which is expected to have no net Financial Plan impact across fiscal
years.
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Cash Flow

State Finance Law authorizes the General Fund to borrow money temporarily from available funds
held in the Short-Term Investment Pool (STIP). Loans to the General Fund are limited to a term not
to exceed four months or the end of the fiscal year, whichever is shorter. The resources that can
be borrowed by the General Fund are limited to available balances in STIP, as determined by the
State Comptroller. Available balances include money in the State’s governmental funds and a
relatively small amount of other money belonging to the State, held in internal service and
enterprise funds, as well as certain agency funds. Several accounts in Debt Service Funds and
Capital Projects Funds that are part of All Governmental Funds are excluded from the balances
deemed available in STIP. These excluded funds consist of bond proceeds and money obligated
for debt service payments.

The FY 2024 Enacted Budget continues to authorize short-term financing for liquidity purposes
during the fiscal year. In doing so, it provides a tool to help the State manage cashflow, if needed,
and more effectively deploy resources. Specifically, the authorization allows for the issuance of up
to $3 billion of PIT revenue anticipation notes which mature no later than March 31, 2024. It also
allows the State to obtain up to $1 billion in line of credit facilities, which may be drawn through
March 31, 2024, subject to available appropriation. Neither authorization allows borrowed amounts
to be extended or refinanced beyond their initial maturity. The Financial Plan does not assume the
use of short-term financing for liquidity purposes during FY 2024. DOB evaluates cash results
regularly and may adjust the use of notes and/or the line of credit based on liquidity needs, market
considerations, and other factors.

The State continues to reserve money on a quarterly basis for debt service payments financed with
General Fund resources. Money to pay debt service on bonds secured by dedicated receipts,
including PIT bonds and Sales Tax Revenue bonds, continues to be set aside as required by law
and bond covenants.
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FY 2024 PROJECTED MONTH-END CASH BALANCES
APRIL (ACTUALS)/MAY THROUGH MARCH (PROJECTED)

(millions of dollars)

General Other All

Fund Funds Funds
April 2023 46,939 24,949 71,388
May 2023 40,411 23,062 63,473
June 2023 42,860 24,658 67,518
July 2023 42,403 24,491 66,894
August 2023 42,214 24,157 66,371
September 2023 44,993 22,160 67,153
October 2023 42,264 21,314 63,578
November 2023 39,225 20,361 59,586
December 2023 43,131 21,539 64,670
January 2024 44,528 21,347 65,875
February 2024 42,491 21,515 64,006
March 2024 39,537 19,960 59,497
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PTET Financial Plan Impact

The U.S. Department of the Treasury (Treasury) and the Internal Revenue Service (IRS) have
determined that State and local income taxes imposed on and paid by a partnership or an
S corporation on its income, such as the PTET, are allowable as a Federal deduction to taxable
income. In November 2020, the IRS released Notice 2020-75, which announced that the Treasury
and IRS intend to issue clarifying regulations with respect to such pass-through taxes.

As part of the State’s continuing response to Federal tax law changes, legislation was enacted in
FY 2022 to allow an optional PTET on the New York-sourced income of partnerships and
S corporations. Qualifying entities that elect to pay PTET pay a tax of up to 10.9 percent on their
taxable income at the partnership or corporation level, and their individual partners, members and
shareholders receive a refundable PIT credit equal to the proportionate or pro rata share of taxes
paid by the electing entity. Additionally, the program includes a resident tax credit that allows for
reciprocity with other states that have implemented substantially similar taxes, which currently
include Connecticut and New Jersey.

DOB expects that the PTET will, on a multi-year basis, be revenue neutral for the State. However,
because the PTET credits are not necessarily realized by taxpayers within the same fiscal year that
PTET revenue is received by the State, the PTET will not be revenue-neutral to the State within
each fiscal year. The Financial Plan includes an estimate for PTET within business taxes and the
corresponding decrease in PIT receipts. It is expected that the tax benefit accompanying the PTET
program will end in 2025 due to the scheduled expiration of the SALT cap under current Federal
law. Therefore, the estimates in the Financial Plan reflect the likelihood that entities cease to
participate in the later years of the Financial Plan period.

The table below displays the impact of the PTET program on the General Fund. The PTET estimates
are excluded from certain tabular presentations in the Financial Plan due to the size of the impact
on specific financial plan categories and because the financial plan impact is expected to be neutral
on a multi-year basis. Tables that exclude PTET are noted.

FY 2024 ENACTED BUDGET
GENERAL FUND IMPACT OF THE PASS THROUGH ENTITY TAX

SAVINGS/(COSTS)
(millions of dollars)

FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

Actuals Actuals Projected Projected Projected Projected

General Fund Impact 0 0 0 0 0 0
Tax Receipts® 16,430 (2,072) (1,896) (424) (3,023) (9,013)
PIT Credits 0 (17,016) (14,936) (13,064) (12,339) (7,845)
PTET Collections (Business Taxes) 16,430 14,944 13,040 12,640 9,316 (1,168)

Use of/(Deposit to) Reserve for PTET Refunds (16,430) 2,072 1,896 424 3,023 9,013

1 The impact of the PTET on Revenue Bond Tax Fund (RBTF) receipts is 50 percent of the impact on Tax Receipts.
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In December 2021, electing entities began making estimated PTET payments that were classified
as business taxes and totaled $16.4 billion in FY 2022. The entire amount was set aside for
purposes of offsetting the decrease in PIT receipts in FY 2023 and beyond. The accompanying tax
credits result in decreased PIT collections beginning in April 2022. In FY 2024, the State expects
to continue to collect PTET and pay PIT credits connected with the program for tax years 2021
through 2023. A portion of the reserve balance will cover the difference between PTET collections
and related PIT credits.

FY 2023 PIT collections were reduced by an estimated $17.0 billion due to PTET credits and All
Funds receipts were reduced by a net $2.1 billion, due to timing. PIT credits may be claimed on the
tax return in the following fiscal year, or they can be reflected sooner through reductions in
estimated payments. In tax year 2021, taxpayers could not reduce their current estimated PIT
payments for PTET, because enrollment in the PTET was not completed until late 2021 and affected
taxpayers were not statutorily authorized to do so. Taxpayers recognized a substantial portion of
PTET PIT credits through current estimated payments beginning tax year 2022 and are expected
to continue this behavior in future years. FY 2023 PIT collections were reduced by credits for most
tax year 2021 PTET collections (through extensions and refunds) and a portion of tax year 2022
PTET collections (through reductions in current estimated PIT payments).
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STATE OPERATING FUNDS DISBURSEMENTS

FY 2023 TO FY 2024
(millions of dollars)

FY 2023 FY 2024 Annual Change
Actuals Projected $ %

ASSISTANCE AND GRANTS 81,877 91,558 9,681 11.8%
School Aid (School Year Basis) 31,383 34,414 3,031 9.7%
DOH Medicaid 25,468 27,253 1,785 7.0%
Mental Hygiene (Gross)1 5,168 6,167 999 19.3%
Transportation 4,569 5,249 680 14.9%
Social Services 4,997 4,890 (107) -2.1%
Higher Education 2,876 3,141 265 9.2%
Other Education 2,255 2,560 305 13.5%
All Other? 5,161 7,884 2,723 52.8%
STATE OPERATIONS/GENERAL STATE CHARGES 31,393 30,875 (518) -1.7%
State Operations 21,190 22,071 881 4.2%
Executive Agencies 11,548 11,598 50 0.4%
University Systems 6,926 7,537 611 8.8%
Elected Officials 2,716 2,936 220 8.1%
General State Charges 10,203 8,804 (1,399) -13.7%
Pension Contribution 2,045 2,131 86 4.2%
Health Insurance 6,003 4,845 (1,158) -19.3%
Other Fringe Benefits/Fixed Costs 2,155 1,828 (327) -15.2%
DEBT SERVICE 10,481 2,898 (7,583) -72.3%
TOTAL STATE OPERATING FUNDS 123,751 125,331 1,580 1.3%
Capital Projects (State and Federal Funds) 14,024 17,211 3,187 22.7%
Federal Operating Aid 82,687 86,471 3,784 4.6%
TOTAL ALL GOVERNMENTAL FUNDS 220,462 229,013 8,551 3.9%

1 Reflects mental hygiene spending with no adjustments for costs reported under the Medicaid Global Cap and/or
OPWDD-related local share expenses that will be funded outside of the DOH Global Cap.

2 All Other includes spending for certain recovery initiatives; reclassifications between financial plan categories; a
reconciliation between school year and State fiscal year spending for School Aid; reconciliation for the net impact of
the Mental Hygiene Stabilization Fund and OPWDD Local Share Adjustments related to the Medicaid Global Cap and
various other functions.
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State Operating Funds encompass the General Fund and a wide range of State activities funded
from revenue sources outside the General Fund, including dedicated tax revenues, tuition, income,
fees, and assessments. Activities funded with these dedicated revenue sources often have no
direct bearing on the State’s ability to maintain a balanced budget in the General Fund but are
captured in State Operating Funds.

Assistance and Grants

Approximately two-thirds of State spending is for assistance and grants that includes payments to
local governments, school districts, health care providers, managed care organizations, and other
entities, as well as financial assistance to, or on behalf of, individuals, families, and not-for-profit
organizations. School Aid and Medicaid account for more than half of assistance and grants
spending.

Over the past two years, assistance and grants funding has included a significant amount of
spending for pandemic recovery initiatives, which support time-limited programs including the
Emergency Rental Assistance Program (ERAP), the Landlord Rental Assistance Program (LRAP),
assistance to excluded workers, small business assistance, funding for hospitals that are
experiencing financial distress from the COVID-19 pandemic, public utility arrears assistance,
Healthcare/Direct Care Worker Bonuses, and other targeted initiatives. Most of the one-time
assistance was exhausted in FY 2023.

School Aid spending for SY 2024 is estimated at $34.4 billion, excluding Federal prekindergarten
grants, representing an annual increase of $3.0 billion (9.7 percent). This annual growth is primarily
driven by increased funding for Foundation Aid ($2.6 billion), expense-based reimbursement
programs ($225 million), and the expansion of State-funded full-day prekindergarten programming
for four-year-old children ($150 million). The growth in Foundation Aid reflects the full funding of
the current formula for the first time in its history, marking the final year of the three-year phase-in,
and a minimum 3 percent annual increase to fully funded districts that would otherwise not receive
a Foundation Aid increase under current law.

Department of Health (DOH) Medicaid assistance and grants spending, excluding the effect of the
temporary eFMAP, is estimated at $27.3 billion in FY 2024, an annual increase of 7.0 percent.
Medicaid costs reported under the Global Cap are projected to increase by $1.4 billion, consistent
with the updated growth index. Higher spending is attributable to enrollment and medical cost
inflation, increased rates to nursing homes, increased homecare wages, expanded access to
health coverage, and higher provider reimbursements. The remaining growth is attributable to
costs reported outside the Global Cap and is mainly driven by minimum wage for health care
providers ($190 million) and financial relief to counties and New York City associated with full
coverage of the local share of spending growth ($182 million). A portion of Medicaid-related
expenses of Office for People with Developmental Disabilities (OPWDD) will be funded outside of
the DOH Global Cap to provide spending room for healthcare worker bonus payments and other
initiatives.
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State Medicaid spending is also affected by the Federal government’s increased share of Medicaid
funding through eFMAP. Beginning January 1, 2020, the Federal government increased its share
by 6.2 percent, which will be phased out by the end of the 2023 calendar year. Beginning April 1,
2023, eFMAP will be reduced for each of the three quarters to 5 percent through June 30,
2.5 percent through September 30, and 1.5 percent through December 31. The estimated State
benefit of the eFMAP in FY 2023 and FY 2024 is $3.7 billion and $1.6 billion, respectively. State
share savings from eFMAP have and continue to be used to offset increased costs associated with
persistently elevated COVID related enroliment, asylum seekers services and assistance, and lost
Medicaid Redesign Team Il (MRT Il) savings due to Federal restrictions regarding program
restructuring while the eFMAP remained in place. These costs and most of the eFMAP are outside
of the Global Cap and are funded through the Mental Hygiene Stabilization Fund.

Mental Hygiene spending growth provides increased support for targeted investments in services
to ensure individuals with developmental disabilities, mental iliness, substance use disorders and
problem gambling have appropriate access to care. The increases include continued support for
prior year initiatives, such as implementation of the nationwide 988 Suicide and Cirisis Lifeline,
OPWDD housing subsidy enhancements, and Office of Mental Health (OMH) residential
investments. Additional funding is included for a 4 percent human services COLA, new costs
associated with indexing the minimum wage to inflation, establishing and operating 3,500 new
OMH residential units, increased support for youth suicide prevention programs and other
evidence-based programs serving children, and enhanced mental health services in schools.

Spending for transportation is projected to increase significantly due to one-time funding to the
MTA to address extraordinary financial impacts resulting from the pandemic ($305 million, of which
$5 million, is dedicated to the MTA's Outer Borough Transit Account), increases to upstate transit
operating aid and forecasted increases in dedicated receipts that are collected by the State and
remitted to the various transit systems. Including one-time aid, total year to year increases are
expected to provide an additional $581 million to the MTA, $33 million for non-MTA downstate
transit systems, and $38 million for upstate transit systems. The remaining increases reflect a new
Innovative Mobility Initiative for non-MTA transit systems and funding for the State share of
operating costs for the Gateway Development Commission.

Social Services increases include funding for services and assistance to New York City for asylum
seekers in FY 2024, emergency rental assistance and landlord aid programs including legal
services for tenants facing eviction, increases in child care assistance due to an expanded subsidy
eligibility, increased reimbursement for child care providers and their workforce, and the creation
of an employer-supported child care pilot program. Other Social Services actions include
investments in permanency resource centers and kinship services, the consolidation of the Empire
State and Advantage Afterschool programs under OCFS, assistance for foster care agencies
adapting to Federal requirements, the indexing of the minimum wage and a 4 percent COLA for
the human services workforce. There is also increased funding for Code Blue, New York’s
emergency weather safety plan, and increases in the Empire State Supportive Housing Initiative
(ESSHI). Payments for the child welfare program will continue to support local districts' services and
the year-to-year decline in such spending is attributable to the timing of such payments.
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Higher education spending is projected to grow by 9.2 percent in FY 2024, primarily reflecting
estimated increases in spending for student financial aid programs, including the continued
expansion of Tuition Assistance Program (TAP) for part-time students in degree-granting programs
as well as students enrolled in nondegree workforce credentialing programs at public institutions,
and increased operating support for CUNY senior colleges.

Increased funding for other education programs largely reflects the continued impact of an
11 percent SY 2023 COLA for special education program tuition rates and the return of enrollment
in such programs to pre-pandemic levels, and a new State-funded initiative to incentivize qualifying
low-income public and nonpublic schools to participate in the CEP program, allowing all students
in those schools to eat breakfast and lunch at no charge regardless of their families' income.

Other assistance and grants spending growth includes additional funding for energy affordability;
and criminal justice programs including: Aid to Prosecution, Aid to Defense, ATI, GIVE programs,
pretrial services, discovery reform funding, and anti-Fentanyl innovation grant funding. The
Enacted Budget also provides additional funding for immigration legal services and combating
biased based crimes. This increased spending is more than offset by time-limited pandemic
recovery initiatives including small business assistance, public utility arrears assistance, and one
time funding for the Office of Cannabis Management Social Equity Fund and World University
Games.

FY 2024 ENACTED BUDGET FINANCIAL PLAN 42



ﬂ]ﬂ/ FY 2024 STATE OPERATING FUNDS SPENDING

State Operations/ GSCs

Operating costs for State agencies include salaries, wages, fringe benefits, and Non-Personal
Service (NPS) costs (e.g., supplies, utilities) and comprise about a quarter of State Operating Funds
spending.

Operational spending for executive agencies is affected by the timing of Federal reimbursement
for prior year State costs incurred for pandemic response and recovery efforts; and the payment
of salary increases pursuant to existing contracts, including retroactive salary increases. FY 2024
spending growth includes increased spending to support asylum seekers services and assistance
efforts, State Police recruiting classes, lead abatement, the opening of new inpatient beds in State-
operated Psychiatric Centers, and additional enforcement to curb the illegal sale of cannabis.

University systems spending growth in FY 2024 reflects expected State payments related to the
establishment of a $500 million program to match new philanthropic contributions to the
endowments of SUNY’s university centers. Among other purposes, the earnings on these funds
will provide long-term support for campus operations, student scholarships, endowed
professorships, innovative research, and the development of new academic fields. It also includes
a one-time investment of $75 million for transformational initiatives across all SUNY campuses that
support innovation, help meet the workforce needs of the future, and provide needed supports to
students. In addition, the Financial Plan includes $120 million in new recurring operating aid support
for SUNY State-operated campuses in FY 2024.

The operating costs for the offices of independently elected officials (Attorney General,
Comptroller, Judiciary, and Legislature) are projected to increase by a combined $220 million
(8.1 percent). The increase is primarily due to planned increases for personnel and contract costs.
The Enacted Budget also increases the assigned counsel rate for attorneys providing services to
indigent persons.

The decline in GSCs spending is primarily attributable to a payment into the State’s Retiree Health
Insurance Trust Fund of $920 million in FY 2023. Additionally, at the end of FY 2023 the State
made certain prepayments to the Workers’ Compensation and Health insurance obligations for
FY 2024. These onetime non-recurring payments in FY 2023 partially offset the cost increases for
health insurance and workers’ compensation claims, driven by medical cost inflation and increases
in the average weekly wage.
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General

This section is intended to provide readers with information on certain fiscal pressures, processes,
and recent developments that may have financial plan implications and may not otherwise be
described or detailed elsewhere. The emphasis is on risks to financial projections and
management, but it also includes other information to provide context for the State’s financial
operations more broadly. This section includes information on the following topics:

e Financial Plan Projections

e Federal Risks

e Major Operating Programs

e State Labor Force

e Pension Contributions

e State Debt

e Localities and Authorities

e Other Risks and Ongoing Concerns

Financial Plan Projections

The Financial Plan is subject to economic, social, financial, political, public health, and
environmental risks and uncertainties, many of which are outside the ability of the State to predict
or control. The projections of receipts and disbursements in the Financial Plan are based on
reasonable assumptions at the time they were prepared. DOB is unable to provide any assurance
that actual results will not differ materially and adversely from these projections.

Receipts. State tax collections are economically sensitive and are affected by the condition of the
State and national economies. Uncertainties and risks that may affect the economic and receipts
forecasts include, but are not limited to: national and international events; inflation; consumer
confidence; commodity prices; supply chain disruptions; major terrorist events; hostilities or war;
climate change and extreme weather events; severe epidemic or pandemic events; cybersecurity
events; Federal laws and regulations; financial sector compensation; capital gains; and monetary
policy affecting interest rates and the financial markets.

The forecast of non-tax receipts and other available resources assumes various transactions will
occur as planned, including, but not limited to: receipt of Federal aid as projected; certain payments
from public authorities; revenue sharing payments under the Tribal-State Compacts and transfer of
available fund balances to the General Fund.
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Disbursements. Projections and timing of disbursements is subject to many of the same risks listed
above for receipts, as well as assumptions which may have additional risks including, but not limited
to: the level of wage and benefit increases for State employees; changes in the size of the State’s
workforce; factors affecting the State's required pension fund contributions; the availability of
Federal reimbursement, including Federal COVID-19 emergency assistance; the receipt of Federal
approvals necessary to implement the Medicaid savings actions; unanticipated growth in public
assistance programs; the ability of the State to implement cost reduction initiatives, including
reductions in State agency operations, when established, and the success with which the State
controls expenditures; and the ability of the State and its public authorities to issue securities
successfully in public credit markets. Some of these issues are described in more detail herein.

Litigation Risk. The Financial Plan forecast is subject to litigation risk. Litigation against the State
may challenge the constitutionality of various actions with fiscal implications. Furthermore, certain
adverse decisions may not meet the materiality threshold to warrant a description herein but, in
the aggregate, could still negatively affect the Financial Plan.

Financial Plan Management. In developing the Financial Plan, DOB attempts to mitigate financial
risks, with an emphasis on the General Fund. It does this by, among other things, exercising caution
when calculating total General Fund disbursements and managing the accumulation of financial
resources. Such resources include but are not limited to: fund balances that are not needed each
year, reimbursement for capital advances, and prepayment of expenses subject to available
resources, to maintain budget flexibility. DOB routinely executes cash management actions to
manage the State’s large and complex budget. These actions are intended to improve the State’s
cash flow, manage resources within and across State fiscal years, adhere to spending targets, and
better position the State to address unanticipated costs, including economic downturns, revenue
deterioration, and unplanned expenditures. There is no guarantee that such financial resources or
cash management actions will be sufficient to address risks that may materialize in a given fiscal
year.

In addition, there can be no assurance that the State’s financial position will not change materially
and adversely from current projections. If this were to occur, the State may be required to take
additional gap-closing actions. Such actions may include, but are not limited to, reductions in State
agency operations; delays or reductions in payments to local governments or other recipients of
State aid; delays in or suspension of capital maintenance and construction; extraordinary financing
of operating expenses; and use of non-recurring resources. In some cases, the ability of the State
to implement such actions requires the approval of the Legislature and cannot be implemented
solely by the Governor.
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Federal Risks

The amount and composition of Federal funds received by the State have changed over time
because of legislative and regulatory actions at the Federal level and will likely continue to change.
The Financial Plan may also be adversely affected by other Federal government actions including
audits, disallowances, changes to Federal participation rates or other Medicaid rules, and
discretionary spending reductions. Any significant reductions in Federal aid could have a materially
adverse impact on the Financial Plan. Health care and human services are the notable areas for
potential changes in Federal funding.

Medicaid. Federal funding for Medicaid is subject to review by CMS every five years and is currently
extended through March 31, 2027, which supports the Medicaid Managed Care Programs,
Children’s Home and Community Based Services (HCBS), and self-direction of personal care
services.

In September 2022, the State requested $13.5 billion in new Federal Medicaid funding to address
health disparities exacerbated by the COVID-19 pandemic. If approved by CMS, the funding would
be available over a five-year term and would help support social, physical and behavioral health
care services throughout the State. The qualification, however, is that this request may require
additional State resources to draw down funding, as the State may be unable to identify sufficient
Designated State Healthcare Programs (DSHP) to match the full Federal allocation. Fiscally, the
request could also be scaled to the size of existing funding match and/or new State resources
could be made available.

Federal Debt Limit. Periodically, Congress needs to act to increase or suspend the debt limit to
avoid delaying payments and/or defaulting on debt obligations. A Federal government default on
payments, particularly for a prolonged period, could have a materially adverse effect on national
and state economies, financial markets, and intergovernmental aid payments. Specific effects on
the Financial Plan resulting from a future Federal government default are unknown and impossible
to predict. However, data from past economic downturns suggests that the State’s revenue loss
could be substantial if there was an economic downturn due to a Federal default.

A payment default by the Federal government may also adversely affect the municipal bond
market. Municipal issuers, including the State and its public authorities and localities, could face
higher borrowing costs and impaired access to capital markets. This would jeopardize planned
capital investments and projects. Additionally, the market for and market value of outstanding
municipal obligations, including municipal obligations of the State and its public authorities, could
be adversely affected.

Federal Tax Law Changes. The Tax Cuts and Jobs Act of 2017 (TCJA) made major changes to the
Federal Internal Revenue Code, most of which were effective in tax year 2018. The TCJA made
extensive changes to Federal PIT, corporate income taxes, and estate taxes. One key impact of
the TCJA on New York State taxpayers is the $10,000 limit on the deductibility of SALT payments,
which, until its scheduled expiration after 2025, represents a large increase in the State’s effective
tax rate relative to historical experience. The Financial Plan estimates of tax receipts assume the
SALT deduction cap is not extended or modified after 2025.
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Major Operating Programs

Statutory Growth Caps for School Aid and Medicaid

In FY 2012, the State began utilizing spending growth caps intended to limit the year-to-year growth
in the State’s two largest assistance and grants programs, School Aid and Medicaid.

School Aid. The School Aid growth cap is intended to limit the growth in School Aid to the annual
growth in State Personal Income, as calculated in the Personal Income Growth Index (PIGI). The
statutory PIGI for School Aid limits School Aid increases to no more than the average annual income
growth over a ten-year period. In certain years, the authorized School Aid increases exceeded the
indexed levels. The SY 2024 increase of $3.0 billion (9.7 percent) is above the indexed PIGI rate
of 4.2 percent. In SY 2025 and beyond, School Aid is projected to increase in line with the rate
allowed under the School Aid growth cap.

Medicaid. Over 80 percent of DOH State Funds Medicaid spending growth is subject to the Global
Cap. Prior to FY 2023, the Global Cap was previously calculated using the ten-year rolling average
of the medical component of the consumer price index (CPI) for all urban consumers and thus
allowed for growth attributable to increasing costs, though not increasing utilization. To
accommodate growth in factors not indexed under the prior Global Cap, beginning in FY 2023, the
allowable spending growth for activities under the Global Cap is set at the five-year rolling average
of health care spending, using projections from the CMS Actuary. The FY 2024 Enacted Budget
incorporates multi-year revisions to the index consistent with updated CMS Actuary projections
issued on March 28, 2022.

The statutory provisions of the Global Cap grant the Commissioner of Health (the "Commissioner")
certain powers to limit Medicaid disbursements to the level authorized by the Global Cap and allow
for flexibility in adjusting Medicaid projections to meet unanticipated costs resulting from a disaster.
The Commissioner’s powers are intended to limit the annual growth rate to the levels set by the
Global Cap for the then-current fiscal year, through actions which may include reducing
reimbursement rates to providers. These actions may be dependent upon timely Federal approvals
and other elements of the program that govern implementation. Additional State share Medicaid
spending, outside of the Global Cap, includes State costs for the takeover of Medicaid growth from
local governments and reimbursement to providers for increased minimum wage costs. It should
be further noted that General Fund Medicaid spending remains sensitive to revenue performance
in the State’s HCRA fund that finances approximately one-quarter of DOH State-share Medicaid
costs.

Since the enactment of the Global Cap, the portion of actual State Funds Medicaid spending
subject to the Global Cap has remained at or below indexed levels. However, in certain fiscal years,
DOH has taken management actions, including adjustments to the timing of Medicaid payments
consistent with contractual terms, to ensure compliance with the Global Cap.
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Public Health Insurance Programs/Public Assistance

Historically, the State has experienced growth in Medicaid enrollment and public assistance
caseloads during economic downturns due mainly to increases in unemployment. Many people
who were laid off or otherwise experienced a decrease in family income in 2020 and 2021 due to
the COVID-19 pandemic became qualifying enrollees and began to participate in public health
insurance programs such as Medicaid, EP, and CHP. Participants in these programs remain eligible
for coverage for 12 continuous months regardless of changes in employment or income levels that
may otherwise make them ineligible. Estimated costs for increased enroliment are budgeted in the
Financial Plan through FY 2025. Beginning in June of 2023, the State will begin reprocessing
eligibility determinations for approximately 9 million public health insurance enrollees to be
completed over a fourteen-month period, consistent with CMS requirements.

Currently, only non-citizens with certain immigration statuses are eligible for Federal and/or State
benefits, including those “Permanently Residing Under Color of Law” (PRUCOL). While the term
PRUCOL is not an immigration status, it is a public benefit category used by the Office of Temporary
and Disability Assistance (OTDA) for the purposes of determining eligibility for Safety Net
Assistance (SNA) and by DOH for determining which non-citizens may be eligible for Medicaid.
Administrative actions are being taken to align the OTDA and DOH definitions of PRUCOL. As a
result, more households may be eligible for SNA, increasing State costs.

Extraordinary Aid to Hospitals

The pandemic further stressed the financial stability of hospitals responsible for supporting medical
needs in underserved communities across the State, including those with higher rates of uninsured
individuals and government payor mix. Accordingly, the FY 2024 Enacted Budget commits an
additional $500 million in one-time resources in FY 2024, in addition to $984 million in ongoing
annual base support, to strengthen the financial position of certain financially distressed providers.
The importance of the hospital industry to local communities for purposes of accessing critical
health care services, as well as other social and economic benefits, creates the potential for
increased cost pressure within the Financial Plan should the State continue to assist hospitals.

Opioid Settlement Fund

The Attorney General (AG) and Department of Financial Services (DFS) have reached significant
opioid related settlements with several corporations for their roles in helping fuel the opioid
epidemic. As a result of the settlements, the State and its subdivisions are expected to receive
payments over multiple years extending through 2040 which total more than $2.6 billion. A portion
of this total will be paid directly to localities under the terms of the settlements, with the remainder
paid to the State. The Financial Plan will be updated pending confirmation of the timing and value
of the settlements the State will receive.
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The State’s share of these settlements will be deposited into the Opioid Settlement Fund pursuant
to Chapter 190 of the Laws of 2021, as amended by Chapter 171 of the Laws of 2022. Money within
the Opioid Settlement Fund will be used to supplement funding for substance use disorder
prevention, treatment, recovery, and harm reduction services or programs and/or for payment to
local governments pursuant to such settlements or judgments.

Money in the Opioid Settlement Fund must be kept separate and not commingled with any other
funds and may only be expended following an appropriation consistent with State statute and the
terms of any applicable statewide opioid settlement agreement. Detailed descriptions of prior
settlements are available in previous Financial Plan publications.
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State Labor Force

Labor Negotiations and Agreements

The State negotiates multi-year collective bargaining agreements with its unionized workforce that
impact personal service and fringe benefit costs. The State’s agreement with the Civil Service
Employees Association (CSEA) extends through FY 2026, but all other contracts are now expired.

The State has commenced labor negotiations with several unions for successor contracts;
however, there can be no assurance that amounts informally reserved in the Financial Plan for
labor settlements and agency operations will be sufficient to fund the cost of future labor contracts.

UNION LABOR CONTRACTS

Contract Period FY 2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025 FY 2026
CSEA FY 2022 - FY 2026 2% 2% 2% 2% 2% 2% 2% 3% 3% 3%
DC-37 FY 2022 - FY 2023 2% 2% 2% 2% 2% 2% 2% TBD TBD TBD
GSEU AY 2020 - AY 2023 2% 2% 2% 2% 2% 2% 2% TBD TBD TBD
PBANYS FY 2020 - FY 2023 2% 2% 2% 2% 2% 2% 2% TBD TBD TBD
PEF FY 2020 - FY 2023 2% 2% 2% 2% 2% 2% 2% TBD TBD TBD
NYSTPBA FY 2019 - FY 2023 1.5% 1.5% 2% 2% 2% 2% 2% TBD TBD TBD
NYSPIA FY 2019 - FY 2023 1.5% 1.5% 2% 2% 2% 2% 2% TBD TBD TBD
CUNY AY 2018 - AY 2023 2% 1.5% 2% 2% 2% 2% 2% TBD TBD TBD
Council 82 FY 2017 - FY 2023 2% 2% 2% 2% 2% 2% 2% TBD TBD TBD
NYSCOPBA FY 2017 - FY 2023 2% 2% 2% 2% 2% 2% 2% TBD TBD TBD
UUP AY 2017 - AY 2022 2% 2% 2% 2% 2% 2% TBD TBD TBD TBD

The State recently reached tentative agreements with PEF and UUP. Both agreements are subject
to ratification by the respective membership of each union. The agreement with PEF runs from
FY 2024 to FY 2026 and would provide 3 percent across the board salary increases for each year
of the contract and a $3,000 bonus in FY 2024. The agreement with UUP runs from FY 2023 to
FY 2026 and would provide a 2 percent across the board salary increase in FY 2023 and 3 percent
across the board salary increases from FY 2024 to FY 2026. The tentative agreement with UUP
would also provide a $1,500 bonus to employees in FY 2025 and FY 2026. If these tentative
agreements are ratified, this table will be reflected accordingly in future updates.

The Judiciary has contracts in place with all 12 unions represented within its workforce, which
include CSEA; the New York State Supreme Court Officers Association, the New York State Court
Officers Association and the Court Clerks Association; and eight other unions. These contracts
cover a five-year period from FY 2022 through FY 2026 with terms consistent with the CSEA
agreement.
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Pension Contributions

Overview

The State makes annual contributions to the New York State and Local Retirement System
(NYSLRS) for employees in the New York State and Local Employees' Retirement Systems (ERS)
and the New York State and Local Police and Fire Retirement System (PFRS). This section
discusses contributions from the State, including the Judiciary, to the NYSLRS, which account for
the majority of the State’s pension costs." All projections are based on estimated market returns
and numerous actuarial assumptions which, if unrealized, could have a materially adverse effect
on these projections.

New York State Retirement and Social Security Law (RSSL) Section 11 directs the actuary for
NYSLRS to provide regular reports on the Systems’ experience and to propose assumptions and
methods for the actuarial valuations. Employer contribution rates for NYSLRS are determined
based on investment performance in the Common Retirement Fund and actuarial assumptions
recommended by the Retirement System's Actuary and approved by the State Comptroller.
Pension estimates are based on the actuarial report issued in August 2022.

On September 1, 2022, the Comptroller announced an increase in employer contribution rates for
both ERS and PFRS which will impact payments in FY 2024. The average employer contribution
rate for ERS increased from 11.6 percent to 13.1 percent of payroll, and the average employer
contribution rate for PFRS increased from 27 percent to 27.8 percent of payroll. The increase in
rates was primarily attributed to salary increases for active members and a 3 percent COLA
increase to most retirees’ pension benefits. State law requires that COLA payments be calculated
based on 50 percent of the annual rate of inflation, as measured at the end of the State fiscal year
(March 31). The annual COLA increase is required to be at least 1 percent, but no more than
3 percent, and is applied to the first $18,000 of a retiree’s pension.

In addition to the change in contribution rates, the Comptroller authorized a change in the asset
smoothing methodology from five to eight years. Asset smoothing is used to mitigate the impact
to employer contribution rates as a result of any unexpected gains or losses in annual investment
returns. This is achieved by recognizing any deviation from the assumed rate of return, currently at
5.9 percent, in equal proportions. Increasing the asset smoothing methodology from five to eight
years will dampen the effects of year-to-year volatility in the Common Retirement Fund’s returns
and the impact on employer rates.

" The State’s aggregate pension costs also include State employees in the Teachers’ Retirement System (TRS) for both
the SUNY and the State Education Department (SED), the Optional Retirement Program (ORP) for both SUNY and SED,
and the New York State Voluntary Defined Contribution Plan (VDC).
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The Financial Plan reflects the actuarial changes approved by the Comptroller, including revised
ERS/PFRS pension estimates of $1.9 billion for FY 2024 based on the February 2023 estimate
provided by the Actuary. Approximately $77 million in pension interest savings was achieved from
the payment of the State’s FY 2024 ERS/PFRS bill in May 2023.

The FY 2024 Enacted Budget included legislation that modified the requirements when awarding
an accidental disability benefit when the disability was related to the heart for all NYSLRS members.
Furthermore, it enhanced the death and disability benefit paid to PFRS members in the event of
incapacity or death due to heart disease. The Financial Plan reflects the cost to the changes which
are estimated to be $14.6 million in FY 2024 and approximately $2.1 million annually thereafter.

The Comptroller does not forecast pension liability estimates for the later years of the Financial
Plan. Thus, estimates for FY 2025 and beyond are developed by DOB. DOB’s forecast assumes
growth in the salary base consistent with collective bargaining agreements and a lower rate of
return compared to the current assumed rate of return by NYSLRS.

Contribution Stabilization Program

Under legislation enacted in August 2010, the State and local governments may amortize (defer
paying) a portion of their annual pension costs. Amortization temporarily reduces the pension costs
that must be paid by public employers in a given fiscal year but results in higher costs overall when
repaid with interest. The full amount of each amortization must be repaid within ten years at a fixed
interest rate determined by OSC. The State and local governments are required to begin
repayment on new amortizations in the fiscal year immediately following the year in which the
amortization was initiated. The State currently has no outstanding pension amortization liability.
The FY 2024 Enacted Budget included legislation to allow public employers the option to terminate
participation in the program provided they have paid in full all prior year amortizations. The State
currently has no plans to withdraw from the program.

The following table reflects projected pension contributions and prior amortizations exclusively for
Executive branch and Judiciary employers participating in ERS and PFRS.
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EMPLOYEE RETIREMENT SYSTEM AND POLICE AND FIRE RETIREMENT SYSTEM
IMPACTS OF AMORTIZATION ON PENSION CONTRIBUTIONS

(millions of dollars)

Rates for Determining
(Amortization Amount) /

Statewide Pension Payments1 Excess Contributions
(Amortization Total Interest Rate
Amount) / Statewide on Amortization
Normal Excess Repayment of Pension Amortization  System Average Threshold

Fiscal Year Costs’ Contributions  Amortization Payments Amount (%)3 Normal Rate” (Graded Rate)
ERS (%) PFRS (%) ERS (%) PFRS (%)
20215 1,827.2 0.0 1,350.3 3,177.5 1.33 141 24.4 14.1 24.4
2022° 2,107.8 0.0 1513 2,259.1 1.76 158 283 15.1 25.4
2023 1,550.9 2819 0.0 1,832.8 3.61 11.4 27.0 14.1 26.4
2024 Est. 1,844.0 35.1 0.0 1,879.1 TBD 13.1 27.8 13.1 27.4

Projected by DOB’

2025 2,346.1 0.0 0.0 2,346.1 TBD 15.0 29.6 14.1 28.4
2026 2,921.7 0.0 0.0 2,921.7 TBD 174 31.3 15.1 29.4
2027 3,772.1 0.0 0.0 3,772.1 TBD 20.5 33.1 16.1 30.4

-

Pension Contribution values in this table do not include pension costs related to the ORP, VDC, and TRS for SUNY and SED, whereas the
projected pension costs in other Financial Plan tables include such pension disbursements.

N

Normal costs include payments from amortizations prior to FY 2011, which ended in FY 2016 as a result of early repayments.

w

Interest rates are determined by the Comptroller based on the market rate of return on comparable taxed fixed income investments (e.g.,
Ten-Year Treasuries). The interest rate is fixed for the duration of the ten-year repayment period.

IS

The system average normal rate represents system-wide amortization-eligible costs (i.e. normal and administrative costs, as well as the
cost of certain employer options) as a percentage of the system's total salary base. The normal rate does notinclude the following
costs, which are not eligible for amortization: Group Life Insurance Plan (GLIP) contributions, deficiency contributions, previous
amortizations, incentive costs, costs of new legislation in some cases, and prior-year adjustments. "(Amortization Amount) / Excess
Contributions" are calculated for each employer in the system using employer-specific normal rates, which may differ from the system
average.

> Includes $918.1 million in prior year (non-Judiciary) amortization balances under the Contribution Stabilization Program. The
prepayment eliminates the State's repayment obligations through FY 2026, and results in roughly $65 million interest savings over the
financial plan period.

o

The Judiciary paid off their entire prior year amortization balance in FY 2022 eliminating their repayment obligation through FY 2026
resulting in approximately $8.4 million in interest savings over the financial plan period.

~

Outyear projections are prepared by DOB. The retirement system does not prepare, or make available, outyear projections of pension
costs.

The “Normal Costs” column shows the State’s underlying pension cost in each fiscal year before
the effects of the Contribution Stabilization Program. The “(Amortization Amount)/Excess
Contributions” column shows amounts amortized or the excess contributions paid into the pension
reserve account. The “Repayment of Amortization” column provides the amount paid in principal
and interest towards the outstanding balance on prior-year amortizations. The “Total Statewide
Pension Payments” column provides the State’s actual or planned pension contribution, including
amortization. The “Interest Rate on Amortization Amount (%)” column provides the interest rate at
which the State will repay the amortized contribution, as determined by OSC. The remaining
columns provide information on the normal rate and graded rate, which are used to determine the
maximum allowed amortization amount or the mandatory excess contributions amount for a given
fiscal year.
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Other Post-Employment Benefits (OPEB)

State employees become eligible for post-employment benefits (e.g., health insurance) if they
reach retirement while working for the State; are enrolled in either the New York State Health
Insurance Program (NYSHIP) or the NYSHIP opt-out program at the time they reach retirement; and
have the required years of eligible service. The cost of providing post-retirement health insurance
is shared between the State and the retired employee. Contributions are established by law and
may be amended by the Legislature. The State is not required to provide funding above the PAYGO
amount necessary to provide current benefits to retirees. The State continues to fund these costs,
along with all other employee health care expenses, on a PAYGO basis, meaning the State pays
these costs as they become due.
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State Debt

Bond Market and Credit Ratings

Successful execution of the Financial Plan is dependent on the State's ability to market bonds. The
State finances much of its capital spending, in the first instance, from the General Fund or STIP,
which it then reimburses with proceeds from the sale of bonds. An inability of the State to sell
bonds or notes at the level or on the timetable it expects could have a material and adverse impact
on the State’s financial position and the implementation of its Capital Plan. The success of
projected public sales of municipal bonds is subject to prevailing market conditions and related
ratings issued by national credit rating agencies, among other factors. Future developments in the
financial markets, including possible changes in Federal tax law relating to the taxation of interest
on municipal bonds, may affect the market for outstanding State-supported and State-related debt.

The major rating agencies -- Fitch, Kroll, Moody’s, and S&P -- have assigned the State general credit
ratings of AA+, AA+, Aa1l, and AA+, respectively. The State's rating has a stable outlook from all four
rating agencies. These ratings reflect the State's economic recovery from the COVID-19 pandemic
and commitment to strong reserve levels. The most recent rating action was on April 13, 2022,
when Moody’s raised the State’s credit rating from Aa2 to Aal, noting "a significant increase in
resources combined with agile fiscal management that has resulted in balanced or nearly balanced
budgets projected through the State's five-year financial plan."

Debt Reform Act Limit

The Debt Reform Act of 2000 (“Debt Reform Act”) restricts the issuance of State-supported debt
funding to capital purposes only and limits the maximum term of bonds to 30 years. The Act limits
the amount of new State-supported debt to 4 percent of State personal income, and new State-
supported debt service costs to 5 percent of All Funds receipts. The restrictions apply to State-
supported debt issued after April 1, 2000. DOB, as administrator of the Debt Reform Act,
determined that the State complied with the statutory caps in the most recent calculation period
(FY 2022).

The State enacted legislation that suspended certain provisions of the Debt Reform Act for FY 2021
and FY 2022 bond issuances as part of the State’s response to the COVID-19 pandemic.
Accordingly, State-supported debt issued in FY 2021 and FY 2022 was not limited to capital
purposes and is not counted towards the statutory caps on debt outstanding and debt service.

Following this temporary two year suspension as a result of the COVID-19 pandemic, the provisions
of the Debt Reform Act were reinstated for State-supported debt issued in FY 2023 and beyond.
One limited exception to the Debt Reform Act remains for issuances undertaken by the State for
MTA capital projects which may be issued with maximum maturities longer than 30 years. This
allows bonds to be issued over the full useful life of the assets being financed, subject to Federal
tax law limitations, and is consistent with the rules that would have been in effect if the projects
had been directly financed by the MTA.
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Current projections anticipate that State-supported debt outstanding and State-supported debt
service will continue to remain below the limits imposed by the Debt Reform Act, in part reflecting
the statutory suspension of the debt caps during FY 2021 and FY 2022.

Based on the most recent personal income and debt outstanding forecasts, the available debt
capacity under the debt outstanding cap is expected to decline from $24.8 billion in FY 2023 to a
low point of $3.7 billion in FY 2028. This calculation includes the estimated impact of funding
capital commitments with State bonds. The debt service on State-supported debt subject to the
statutory cap is projected at $2.6 billion in FY 2024, or roughly $8.5 billion below the statutory debt
service limit.

DEBT OUTSTANDING SUBJECT TO CAP TOTAL STATE-SUPPORTED DEBT
(millions of dollars) (millions of dollars)
Personal Debt Outstanding $ Remaining Debtasa % Remaining Debt Outstanding Supported
Year Income Cap% Cap$S  |ncludedin Cap’ Capacity % of Pl Capacity Excluded from Cap Debt Outstanding
FY2023 $1,536,577 4.00% 61,463 36,696 24,767 2.39% 1.61% 19,215 55,911
FY2024 $1,581,924 4.00% 63,277 44,019 19,258 2.78% 1.22% 18,602 62,621
FY2025 $1,645,833 4.00% 65,833 51,715 14,118 3.14% 0.86% 17,717 69,432
FY2026 $1,720,106 4.00% 68,804 58,985 9,819 3.43% 0.57% 16,903 75,888
FY2027 $1,793,913 4.00% 71,757 66,614 5,143 3.71% 0.29% 16,171 82,785
FY2028 $1,870,050 4.00% 74,802 71,077 3,725 3.80% 0.20% 15,411 86,488
DEBT SERVICE SUBJECT TO CAP TOTAL STATE-SUPPORTED DEBT SERVICE
(millions of dollars) (millions of dollars)
All Funds Debt Service $ Remaining DSasa % Remaining Debt Service Total State-
Year Receipts Cap% CapS |ncludedinCap’ Capacity % of Revenue  Capacity Excluded from Cap Debt Service >

FY 2023 $233,060 5.00% 11,653 2,652 9,001 1.14% 3.86% 2,904 5,556
FY 2024 $222,437 5.00% 11,122 2,575 8,547 1.16% 3.84% 4,029 6,604
FY 2025 $217,115 5.00% 10,856 3,106 7,750 1.43% 3.57% 4,107 7,213
FY 2026 $217,986 5.00% 10,899 3,589 7,310 1.65% 3.35% 3,949 7,538
FY 2027 $220,630 5.00% 11,031 6,574 4,457 2.98% 2.02% 1,463 8,037
FY 2028 $231,056 5.00% 11,553 6,784 4,769 2.94% 2.06% 1,444 8,228

! Does not include debt issued prior to April 1,2000. Does not include debtissued in FY 2021 and FY 2022 because the debt caps were temporarily
suspended in response to the COVID-19 pandemic, pursuant to Chapter 56 of the Laws of 2020 and Chapter 59 of the Laws of 2021.

% Total State-supported debt service is adjusted for prepayments.

The State uses personal income estimates published by the Federal government, specifically the
Bureau of Economic Analysis (BEA), to calculate the cap on debt outstanding, as required by
statute. The BEA revises these estimates on a quarterly basis and such revisions can be significant.
For Federal reporting purposes, BEA reassigns income from the state where it was earned to the
state in which a person resides, for situations where a person lives and earns income in different
states (the “residency adjustment”). The BEA residency adjustment has the effect of reducing
reported New York State personal income because income earned in New York by non-residents
regularly exceeds income earned in other states by New York residents. The State taxes all
personal income earned in New York, regardless of place of residency.
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Enacted Budget - Debt Cap Changes

In the FY 2024 Enacted Budget, the State added new bond-financed capital commitments that are
expected to add $1 billion in new debt over the five-year Capital Plan period, which is in addition
to $4 billion of new capital proposed in the FY 2024 Executive Budget. The capital spending
increases are offset by higher underspending on capital projects than previously assumed, the
assumption that the State will issue bonds on a slower schedule, and $3 billion of new PAYGO
capital spending. Debt capacity also reflects the suspension of the Debt Reform Act for
FY 2021 and FY 2022 issuances in response to the COVID-19 pandemic, as discussed previously.
The State may adjust capital spending priorities and debt financing practices from time to time to
preserve available debt capacity and stay within the statutory limits, as events warrant. In addition,
the State has set aside $1 billion in a debt reduction reserve that can be used, as needed, for debt
management actions in the future, which is not reflected in the chart below.

DEBT OUTSTANDING SUBJECT TO CAP *

REMAINING CAPACITY SUMMARY
(millions of dollars)

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028
Actuals Projected Projected Projected Projected Projected

Executive Budget as Amended 21,609 14,609 10,052 6,400 2,004 290
Personal Income Forecast Update 590 574 594 703 794 921
Capital Adds 0 (208) (432) (701) (899) (966)
Capital Re-Estimates 0 1,802 506 (855) (848) (421)
Bond Sale Adjustments 2,568 1,473 1,423 1,371 1,317 1,258
Capital PAYGO - Issuances Offset ($3 Billion) 0 1,008 1,975 2,901 2,775 2,643
Enacted Budget 24,767 19,258 14,118 9,819 5,143 3,725

1 Does not include debt issued in FY 2021 and FY 2022 because the debt cap was temporarily suspended in response to the
COVID-19 pandemic, pursuant to Chapter 56 of the Laws of 2020 and Chapter 59 of the Laws of 2021.
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Localities and Authorities

Financial Condition of New York State Localities

The State’s localities rely in part on State aid to balance their budgets and meet their cash
requirements. As such, unanticipated financial needs among localities can adversely affect the
State’s Financial Plan projections. Localities outside New York City, including cities and counties,
have also experienced financial problems, and have been allocated additional State assistance
during the last several State fiscal years. In 2013, the Financial Restructuring Board for Local
Governments was created to aid distressed local governments. The Restructuring Board performs
comprehensive reviews and provides grants and loans on the condition of implementing
recommended efficiency initiatives. For additional details on the Restructuring Board, please visit
frb.ny.gov.

MTA

The MTA operates public transportation in the New York City metropolitan area, including subways,
buses, commuter rail, and tolled vehicle crossings. The services provided by MTA and its operating
agencies are integral to the economy of New York City and the surrounding metropolitan region,
as well as to the economy of the State. MTA operations are funded mainly from fare and toll
revenue, dedicated taxes, and subsidies from the State and New York City.

MTA Capital Plans also rely on significant direct contributions from the State and New York City.
The State is directly contributing $9.1 billion to the MTA’s 2015-19 Capital Plan and $3.1 billion to
the MTA’s 2020-24 Capital Plan. These State commitment levels represent substantial increases
from the funding levels for prior MTA Capital Plans (2010-2014: $770 million; 2005-2009:
$1.45 billion). In addition, a substantial amount of new funding to the MTA was authorized in the
FY 2020 Enacted Budget as part of a comprehensive reform plan expected to generate an
estimated $25 billion in financing for the MTA’s 2020-2024 Capital Plan.

The COVID-19 pandemic caused severe declines in MTA ridership and traffic in 2020, and ridership
remains significantly below pre-pandemic levels. To offset operating losses to MTA’s Financial Plan
from the estimated fare, toll, and dedicated revenue loss attributable to the COVID-19 pandemic,
significant Federal operating aid has been provided to the MTA from the Coronavirus Aid, Relief,
and Economic Security (CARES) Act ($4 billion), Coronavirus Response and Relief Supplemental
Appropriations (CRRSA) Act ($4.1 billion), and the American Rescue Plan Act (ARP) ($7 billion). The
MTA also borrowed $2.9 billion through the Federal Reserve’s Municipal Liquidity Facility (MLF).

Inthe FY 2024 Enacted Budget, the State took substantial action to provide the MTA with additional
operating revenues dedicated to help solve the MTA’s fiscal crisis due to the effects of the
pandemic. This includes an increase in the metropolitan commuter transportation mobility tax
(MCTMT) in New York City, a one-time State subsidy of $300 million, an increase in New York City's
contribution to the MTA for the costs of paratransit services, and directing a portion of future casino
revenues to the MTA.
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Risks to the MTA's current financial projections include, but are not limited to, the level and pace
at which ridership will return, the economic conditions of the MTA region, the ability to implement
cost controls and savings actions, and the ability to implement biennial fare and toll increases. If
additional resources are provided by the State in future years, either through additional subsidies
or new revenues, it could have a material and adverse impact on the State's Financial Plan.
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Other Risks and Ongoing Concerns

Climate Change

Overview

Climate change poses significant threats to physical, biological, and economic systems in New
York and around the world. Hazards and risks related to climate change for the State include,
among other things, rising sea levels, increased coastal flooding and related erosion hazards,
intensifying storms and wildfires, and more extreme heat. The immediate and long-term effects of
climate change could adversely impact the Financial Plan in current or future years. To mitigate
and manage these impacts, the Federal government, the State, municipalities, and public utilities
are undertaking actions to reduce greenhouse gas emissions and adapt existing infrastructure to
a changed environment. There can be no assurance that such efforts will be adequate or timely
enough to mitigate the most damaging effects of climate change.

Consequences of Climate Change

Storms affecting the State, including Hurricane Ida (September 2021), Superstorm Sandy (October
2012), Tropical Storm Lee (September 2011), and Hurricane Irene (August 2011), have demonstrated
vulnerabilities in the State’s infrastructure (including mass transit systems, power transmission and
distribution systems, and other critical lifelines) to extreme weather-driven events, including coastal
flooding caused by storm surges and flash floods from rainfall.

Rating agencies are incorporating Environmental, Social, and Governance (ESG) factors into their
credit analysis for the State and other issuers. Rising sea levels and their effect on coastal
infrastructure have been identified as the primary climate risks for the northeastern United States,
including New York State. These risks are heightened by population and critical infrastructure
concentration in coastal counties. The release of issuer ESG scores by the rating agencies does
not cause a change in the State’s overall credit ratings, which are based on financial information in
addition to the ESG component. Climate change risks increasingly fall within the maximum maturity
term of current outstanding bonds of the State, its public authorities, and municipalities. State
bonds may generally be issued with a term of up to 30 years under State statute.

State Response to Climate Change

The State is participating in efforts to reduce greenhouse gas emissions to mitigate the risk of
severe impacts from climate change. In 2019, the Climate Leadership and Community Protection
Act (CLCPA) was signed into law. The CLCPA set the State on a path toward developing regulations
to reduce statewide greenhouse gas emissions by 40 percent below the 1990 level by 2030, and
85 percent below the 1990 level by 2050. Additionally, in accordance with the CLCPA, the State
plans to require a minimum of 70 percent of electricity to be generated from renewable sources
by 2030 and to fully transition its electricity sector away from carbon emissions by 2040. There
can be no assurances that such goals will ultimately be achieved.
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The CLCPA created the Climate Action Council (CAC), which was tasked with developing a Scoping
Plan with recommendations to reduce greenhouse gas emissions, increase renewable energy
usage, and promote climate justice. The CAC approved and adopted the final Scoping Plan on
December 19, 2022, which recommends, among other actions, that the State develop a cap-and-
invest program to limit greenhouse gas emissions. Pursuant to the CLCPA, by January 1, 2024 the
Department of Environmental Conservation is required to draft and circulate rules and regulations
that are consistent with meeting the CLCPA's statewide greenhouse gas emission limits.

New York’s electricity system is already part of a regional cap-and-invest style program, the
Regional Greenhouse Gas Initiative (RGGI). Since RGGI was established in 2005, the program has
helped reduce greenhouse gases from power plants by more than half and raised nearly $6 billion
to support cleaner energy solutions amongst its 12 participating states.

Concurrently, the State has been taking regulatory and legislative actions that are intended to limit
greenhouse gas emissions, electrify transportation, and generate more electricity from renewable
sources. There can be no assurances that such actions, or their intended outcomes, will be realized
as planned. Major regulatory and legislative actions include:

e Authorizing the New York Power Authority (NYPA) to plan, design, develop, finance,
construct, own, operate, maintain and improve renewable energy generating projects;

e Prohibiting building systems and/or equipment that burn fossil fuels in new construction
starting December 31, 2025 for any new building seven stories or lower, except large
commercial and industrial buildings, and December 31, 2028 for all other new buildings;

e Requiring new off-road vehicles and equipment sold in New York to be zero-emissions by
2035 and new medium-duty and heavy-duty vehicles to be zero-emissions by 2045;

e Mandating that by no later than July 1, 2027, school districts and private transportation
contractors purchase or lease only zero-emission school buses when purchasing or leasing
new school buses, with full fleet conversion and operation of zero-emission school buses
required by July 1, 2035;

e Appropriating $200 million to help low-income families retrofit their homes by adding
insulation, installing energy efficient appliances, and switching to clean energy; and

e Appropriating $500 million to advance the offshore wind industry.

During the November 2022 general election, New York State voters approved the CW/CA, and
Green Jobs Bond Act. The $4.2 billion bond act will support capital improvements and
enhancements in the following areas: flood risk reduction/restorations; open space, working lands
conservation, and recreation; climate change mitigation; and water quality improvement and
resilient infrastructure.
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Cybersecurity

New York State government, like many other large public and private entities, relies on a large and
complex technology environment to conduct its operations. As a recipient and provider of
personal, private, or sensitive information, the State and its authorities, agencies and public benefit
corporations, as well as its political subdivisions (including counties, cities, towns, villages and
school districts) face multiple cyber threats involving, among others, hacking, viruses, malware and
other electronic attacks on computer and other sensitive digital networks and systems. Entities or
individuals may attempt to gain unauthorized access to the State’s digital systems for the purposes
of misappropriating assets or information or causing operational disruption and damage. In
addition, the tactics used in malicious attacks to obtain unauthorized access to digital networks
and systems change frequently and are often not recognized until launched against a target.
Accordingly, the State may be unable to fully anticipate these techniques or implement adequate
preventative measures.

To mitigate the risk of business operations impact and/or damage from cyber incidents or cyber-
attacks, the State invests in multiple forms of cybersecurity and operational controls. The State’s
Chief Information Security Office (CISO) within the State’s Office of Information Technology
Services (ITS) maintains policies and standards, programs, and services relating to the security of
State government networks, and annually assesses the maturity of State agencies' cyber posture
through the Nationwide Cyber Security Review. In addition, the CISO maintains the New York State
Cyber Command Center team, which provides a security operations center, digital forensics
capabilities, and cyber incident reporting and response. The CISO also distributes real-time
advisories and alerts, provides managed security services, and implements statewide information,
security awareness and training.

In February 2022, the Governor announced the creation of a JSOC that will serve as the center for
joint local, state, and Federal cybersecurity efforts, including data collection, response efforts and
information sharing. A partnership launched with New York City and other major cities and
cybersecurity leaders across the State, the JSOC is intended to provide a statewide view of the
cyber-threat landscape. The initiative is designed to increase collaboration on threat intelligence,
reduce response times, and yield faster and more effective remediation in the event of a major
cyber incident. The FY 2024 Enacted Budget provides funding to expand the shared services
program to help local governments and other regional partners acquire and deploy high quality
cybersecurity services to bolster their cyber defenses.

Occasionally, intrusions into State digital systems have been detected but they have generally
been contained. While cybersecurity procedures and controls are routinely reviewed and tested,
there can be no assurance that such security and operational control measures will be completely
successful at preventing future cyber threats and attacks. The results of any successful attacks
could adversely impact business operations and/or damage State digital networks and systems, or
State and local infrastructure, and the costs of remediation could be substantial.
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The State has also adopted regulations designed to protect the financial services industry from
cyberattacks. Banks, insurance companies and other covered entities regulated by DFS are, unless
eligible for limited exemptions, required to: (a) maintain a cybersecurity program, (b) create written
cybersecurity policies and perform risk assessments, (c) designate someone with responsibility to
oversee the cybersecurity program, (d) annually certify compliance with the cybersecurity
regulations, and (e) report to DFS cybersecurity events that have a reasonable likelihood of
materially harming any substantial part of the entity’s normal operation(s) or for which notice is
required to any government body, self-regulatory agency, or supervisory body.

SUNY Downstate Hospital and the Long Island College Hospital (LICH)

In May 2011, the real property and other assets of LICH were transferred to a New York State not-
for-profit corporation (“Holdings”), the sole member of which is SUNY. Pursuant to a court-
approved settlement in 2014, SUNY agreed to sell the assets acquired from LICH to the Fortis
Property group and NYU Langone. The initial closing of the purchase agreement with Fortis was
held in September 2015, and a second closing with NYU Langone occurred in March 2020. A final
closing at which two remaining portions of the LICH properties will be conveyed to Fortis has not
yet occurred. The final closing is conditioned on various contractual provisions. However, DOB has
determined that the LICH transaction has been sufficiently resolved that it no longer poses a
material risk to the Financial Plan and will discontinue reporting on this transaction at the end of
the current Fiscal Year.
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Introduction

This section presents the State’s multi-year Financial Plan projections for receipts and
disbursements, with an emphasis on FY 2024 projections.

The State’s cash-basis budgeting system, complex fund structure, and practice of earmarking
certain tax receipts for specific purposes complicate the discussion of the State’s receipts and
disbursements projections. Therefore, to minimize the distortions caused by these factors and,
equally important, to highlight relevant aspects of the projections, DOB has adopted the following
approaches in summarizing the projections:

Receipts. The detailed discussion of tax receipts covers projections for both the General Fund and
State Funds (including capital projects). The State Funds perspective reflects estimated tax receipts
before distribution to various funds and accounts, including tax receipts dedicated to Capital
Projects Funds (which fall outside the General Fund and State Operating Funds accounting
perspectives). DOB believes this presentation provides a clearer picture of projected receipts,
trends, and forecast assumptions, by factoring out the distorting effects of earmarking tax receipts
for specific purposes.

Disbursements. Roughly 30 percent of projected State-financed spending for operating purposes
(excluding transfers) is accounted for outside the General Fund, concentrated primarily in the areas
of School Aid, health care, higher education, and transportation. To provide a clear picture of
spending commitments, the multi-year projections and growth rates are presented, where
appropriate, on both a General Fund and State Operating Funds basis.

In evaluating the State’s multi-year operating forecast, the reliability of the estimates and
projections in the later years of the Financial Plan are typically subject to more substantial revision
than those in the current year and first "outyear." Accordingly, in terms of outyear projections, the
first “outyear,” FY 2025, is the most relevant from a planning perspective. The Financial Plan
assumes Federal reimbursement of previously incurred pandemic response and recovery costs.
However, there can be no assurance that the Federal Emergency Management Agency (FEMA) will
approve claims for the State to receive reimbursement in the amounts or State fiscal years
projected in the Financial Plan.

Differences may occur from time to time between DOB and OSC's presentation and reporting of
receipts and disbursements in financial reporting. For example, DOB may reflect a net expenditure
while OSC may report the gross expenditure. Any such differences in reporting between DOB and
OSC could result in differences in the presentation and reporting of receipts and disbursements
for discrete funds, as well as differences in the presentation and reporting for total receipts and
disbursements under different fund perspectives (e.g., State Operating Funds and All
Governmental Funds).

The following tables present the Financial Plan multi-year projections for the General Fund and

State Operating Funds, as well as a reconciliation between State Operating Funds projections and
General Fund budget gaps.
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General Fund Projections

GENERAL FUND PROJECTIONS
(millions of dollars)

RECEIPTS

Taxes (After Debt Service)
Miscellaneous Receipts
Federal Receipts

Other Transfers

Total Receipts

DISBURSEMENTS
Assistance and Grants
School Aid (SFY)
Medicaid

All Other

State Operations
Personal Service

Non-Personal Service
General State Charges

Transfers to Other Funds
Debt Service

Capital Projects

SUNY Operations

All Other

Total Disbursements

Use (Reservation) of Fund Balance:

Community Projects

Consensus Revenue

Debt Management

Economic Uncertainties
Extraordinary Monetary Settlements®
Labor Settlements/Agency Operations
Pandemic Assistance

Rainy Day Reserve

Tax Stabilization Reserve

Timing of PTET/PIT Credits
Undesignated Fund Balance

BUDGET SURPLUS/(GAP) PROJECTIONS

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027
Actuals Projected Projected Projected Projected
93,946 92,509 93,703 93,420 94,166
3,609 3,801 2,772 2,261 1,996
2,351 2,250 3,645 0 0
3,291 1,938 1,632 1,555 1,417
103,197 100,498 101,752 97,236 97,579
62,852 75,055 78,717 82,303 86,085
25,645 28,937 30,623 32,311 33,694
19,380 21,087 24,373 26,793 28,806
17,827 25,031 23,721 23,199 23,585
12,507 13,378 14,637 14,701 14,814
9,464 10,619 10,811 10,887 10,988
3,043 2,759 3,826 3,814 3,826
9,115 7,587 9,319 10,569 12,010
8,325 8,392 9,119 6,801 6,506
298 217 264 287 337
4,649 4,877 5,410 3,049 2,676
1,491 1,677 1,718 1,752 1,766
1,887 1,621 1,727 1,713 1,727
92,799 104,412 111,792 114,374 119,415
(10,398) 3,914 985 3,265 8,398
1 2 0 0 0

0 0 0 0 0
(1,855) (81) 576 860 0
(7,617) 0 0 0 0
267 428 516 286 290
(490) (1,000) (1,450) (1,450) (1,450)
1,755 245 0 0 0
(2,754) 0 0 0 0
(183) 0 0 0 0
2,072 1,896 424 3,023 9,013
(1,594) 2,424 919 546 545
0 0 (9,055) (13,873) (13,438)

-

Reflects transfers of Extraordinary Monetary Settlement funds from the General Fund to the Dedicated

Infrastructure Investment Fund, the Environmental Protection Fund, and the Capital Projects Fund.
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State Operating Funds Projections

STATE OPERATING FUNDS DISBURSEMENTS
(millions of dollars)

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

Actuals Projected Projected Projected Projected
RECEIPTS
Taxes 110,398 101,442 103,193 104,683 105,544
Miscellaneous Receipts/Federal Receipts 27,322 21,141 20,542 17,716 17,931
Total Receipts 137,720 122,583 123,735 122,399 123,475
DISBURSEMENTS
Assistance and Grants 81,877 91,558 94,790 98,335 102,469
School Aid (School Year Basis)l 31,383 34,414 35,760 37,219 38,723
DOH Medicaid 25,468 27,253 30,137 32,441 34,438
Transportation 4,569 5,249 5,141 5,142 5,140
STAR 1,781 1,717 1,610 1,562 1,535
Higher Education 2,876 3,141 3,276 3,348 3,415
Social Services 4,997 4,890 4,902 4,549 4,612
Mental Hygiene 4,786 7,433 6,237 6,221 6,565
All Other® 6,017 7,461 7,727 7,853 8,041
State Operations 21,190 22,071 23,068 24,450 24,798
Personal Service 14,840 16,023 16,111 16,358 16,602
Non-Personal Service 6,350 6,048 6,957 8,092 8,196
General State Charges 10,203 8,804 10,555 11,825 13,290
Pension Contribution 2,045 2,131 2,623 3,195 4,052
Health Insurance 6,003 4,845 5,696 6,279 6,808
All Other 2,155 1,828 2,236 2,351 2,430
Debt Service 10,481 2,898 3,518 5,158 5,177
Capital Projects 0 0 0 0 0
Total Disbursements 123,751 125,331 131,931 139,768 145,734
Net Other Financing Sources/(Uses) (2,013) (2,223) (3,016) (591) (317)
RECONCILIATION TO GENERAL FUND GAP
Designated Fund Balances: (11,956) 4,971 2,157 4,087 9,138
General Fund (10,398) 3,914 985 3,265 8,398
Special Revenue Funds (1,501) 1,070 1,182 849 774
Debt Service Funds (57) (13) (10) (27) (34)
GENERAL FUND BUDGET SURPLUS/(GAP) 0 0 (9,055) (13,873) (13,438)

-

~

w

Does not reflect a significant amount of Federal CRRSA and ARP Act funding for school districts to be distributed over multiple years,
such as prekindergarten expansion grants supported by ARP Act funding that appear on the School Aid run.

Multi-year estimates exclude a portion of spending reported under the Medicaid Global Cap that has no impact on mental hygiene

service delivery or operations.

All Other includes education, parks, environment, economic development, and public safety, as well as the reconciliation between
school year and State fiscal year spending on School Aid.
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Economic Outlook

The U.S. Economy

Financial turmoil following the collapse of Silicon Valley Bank in March 2023 has triggered further
tightening in credit conditions, restraining economic growth in the nation. However, a systemic
crisis like the one in 2008 has been averted and equity markets are now trending broadly higher
since their March lows. Recent data on the U.S. labor market and consumer spending indicate that
overall economic conditions in the first half of 2023 held up better than anticipated in the Amended
Executive Budget forecast. Moreover, Congress passed the Fiscal Responsibility Act that suspends
the debt ceiling through January 1%, 2025, averting a government default crisis. However, a mild
downturn is estimated to take place toward the second half of this year and into 2024.

According to the second estimate released by the BEA, U.S. real Gross Domestic Product (GDP)
did not contract in the first quarter of 2023, contrary to the expectations of the economic
consensus, but rather decelerated to an annual rate of 1.3 percent from the strong rebound of
3.2 percent in the third quarter and 2.6 percent in the fourth quarter of 2022, respectively.
Meanwhile, the U.S. labor market maintained robust hiring momentum into the second quarter of
2023. Monthly payroll job gains averaged around 317,000 in April and May of 2023, slightly up
from an average of 312,000 in the first three months of the year. Although job growth in some
sectors is slowing, announced job cuts have yet to translate into persistent payroll employment
declines. However, the unemployment rate went up to 3.7 percent in May 2023 after falling to a
53-year low of 3.4 percent in the prior month.

Consumer price inflation trended lower, albeit slowly, from its peak in mid-2022. The year-over-
year change in the CPI drifted down to 4.9 percent as of April 2023, roughly consistent with our
estimates in February that inflation is unlikely to see a rapid slowdown. The Federal Open Market
Committee (FOMC) settled on a 25-basis-point rate hike at its May 2023 meeting, pushing the
Federal funds rate target to 5 - 5.25 percent, which is 25 basis points higher than the Amended
Executive Budget forecast. However, the Federal Reserve has signaled that they might pause in
June. The World Health Organization (WHO) also announced in May that COVID-19 no longer
constitutes a public health emergency of international concern, confirming that global inflationary
pressures generated by COVID-era supply chain disruptions have subsided.

Real GDP Growth and Unemployment Rate Consumer Price Index (CPI)
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U.S. Economic Forecast

DOB’s U.S. economic forecast incorporates the advance estimate of 2023 first-quarter GDP, the
April 2023 personal income and outlays estimates, the April 2023 CPI report, and the initial
estimate of April 2023 employment. Compared to the Amended Executive Budget forecast, this
update projects stronger real output growth for 2023 and a weaker outlook for 2024.

U.S. ECONOMIC INDICATORS
(Calendar Year Growth)

CY 2022 CY 2023 CY 2024

Actual Estimated Forecast
Real U.S. Gross Domestic Product 2.1 1.2 0.9
Consumer Price Index (CPI) 8.0 4.2 2.6
Personal Income 24 5.3 3.9
Nonfarm Employment 4.3 1.9 (0.1)
Civilian Unemployment Rate 3.6 3.8 4.6
Source: Haver Analytics; DOB staff estimates.

Real GDP is projected to grow 1.2 percent in 2023, 0.5 percentage point higher than the Amended
Executive Budget forecast, largely due to stronger-than-expected growth of 1.3 percent in the first
quarter. However, real GDP growth for 2024 is projected to be 0.9 percent, a 0.7 percentage point
downward revision from the Amended Executive Budget forecast. Total nonfarm employment is
estimated to grow 1.9 percent in 2023, 0.6 percentage point higher than the Amended Executive
Budget forecast. Mild declines in employment are expected between the third quarter of 2023 and
the first quarter of 2024, resulting in an annual decline of 0.1 percent in 2024 employment,
compared to no change previously projected in the Amended Executive Budget forecast. The
unemployment rate is projected to peak at 4.6 percent by mid-2024, compared to 5.0 percent in
the Amended Executive Budget forecast. Accordingly, U.S. wages and personal income are
showing upward revisions in 2023 and downward revisions in 2024. DOB’s projection for personal
income growth is revised up by 0.6 percentage point to 5.3 percent in 2023 and down by
0.5 percentage point to 3.9 percent in 2024.

Although core CPI inflation is trending downward, recent volatility in energy prices added
uncertainty to the headline price index. DOB’s estimation for 2023 headline inflation is roughly
unchanged at 4.2 percent on an annual average basis, but deflationary pressures from tightening
credits are expected to slow down CPI faster than projected in February’s Amended Executive
Budget forecast. Headline CPI inflation for 2024 is projected to be 2.6 percent, which is
0.2 percentage point below the Amended Executive Budget forecast. As a result, DOB predicts
that the FOMC will pause its rate hike and hold off on reversing its rate policy until its March 2024
meeting, when inflation cools off and the unemployment rate rises above the Non-Accelerating
Inflation Rate of Unemployment (NAIRU).
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Since financial markets held up better than expected under the recent banking turmoil and debt
ceiling battle, DOB revised up the S&P 500 stock price index to a smaller decline of 1.0 percent on
average in 2023, compared to a 2.8 percent decline in the Amended Executive Budget forecast.
Stock prices are expected to have bottomed out in the first quarter of this year and will display
moderate growth going forward, providing modest support for household spending through the
wealth effect.

DOB continues to expect the national economy to enter a mild downturn, but there are many risks
that could potentially deepen a recession in this forecast. If the ongoing stress in the regional
banking sector were to spread to other financial institutions, more tightening in lending standards
could further undermine the growth of GDP. Moreover, if inflation proves more persistent than
expected, threatening a de-anchoring of inflation expectations, the Federal Reserve could continue
tightening beyond DOB’s forecast, pushing the economy into a deeper recession.

Conversely, if inflation turns out to be more responsive to monetary tightening than previously
anticipated or if rate-sensitive sectors prove resilient to rate hikes and tighter financial conditions,
the anticipated economic downturn may be shorter and less severe than originally projected or
avoided altogether. Moreover, ending the war in Ukraine or faster recovery from the COVID
outbreaks in China could help ease lingering supply chain pressures. If the recovery of supply
chains translates into lower inflation than anticipated and allows for a quicker easing of monetary
conditions, real GDP could show stronger growth than projected in this forecast.
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The New York State Economy

New York State has continued to recover from the pandemic-related job losses through March
2023; however, the job gains reversed in April. According to Current Employment Statistics (CES)
data, the State lost 25,000 jobs in April 2023, with the number of jobs remaining 1.7 percent below
its pre-pandemic level, whereas the nation as a whole had regained all of its job losses by June
2022. The State’s job recovery has been hampered by labor shortages, the highest inflation in 40
years, rising interest rates leading to a bear market in equities, and slowing global growth. As of
April 2023, only four major sectors posted net job gains relative to February 2020: transportation,
warehousing and utilities, finance and insurance, professional and business services, and
healthcare and social assistance. The State posted an unemployment rate of 4 percent in April
2023 compared to the U.S. unemployment rate of 3.4 percent for the same month. The statewide
unemployment rate for April was pulled up by New York City, which posted a rate of 5.4 percent,
compared to the rest of the State’s rate of 2.9 percent.

The banking system turmoil and a likely national recession laterin 2023 are expected to slow down
the State’s labor market recovery significantly. Following growth of 5.0 percent in 2022, the State’s
total employment is projected to grow by 0.9 percentin 2023, which is 0.2 percentage point higher
than estimated in the Amended Executive Budget forecast, as the CES data for the first quarter of
2023 suggested a slightly stronger momentum of employment growth. State employment is
projected to grow by only 0.1 percent in 2024, 0.1 percentage point lower than the Amended
Executive Budget forecast due to the uncertainties in this year and a projected slowdown of the
national economy starting in the second half of 2023.

During the last quarter of 2022, State wages grew by 1.2 percentage points higher than expected
in the Amended Executive Budget forecast. Revisions to 2022 quarterly bonuses led to
2.8 percentage points of upward revisions to the growth rates of both finance and insurance
bonuses and total bonuses for FY 2023. As a result, State total wages are estimated to grow by
3.1 percentfor FY 2023, 0.3 percentage point higher than the Amended Executive Budget forecast.
New York Stock Exchange (NYSE) member firms’ total revenues increased by 12.0 percentin 2022.
However, the Federal Reserve’s aggressive rate hikes to combat inflation significantly eroded
NYSE member firms’ revenues net of interest expense, which saw a decline of 14.8 percent. Six
major Wall Street investment banks enjoyed revenue growth of 12.6 percent in the first quarter of
2023; however, the banking system crisis, debt ceiling worries, and a likely U.S. economic
recession have prompted banks to tighten lending standards and set aside more money to cover
possible defaults. Debt underwriting declined by 42.0 percent, and IPOs experienced a severe
contraction of 94.4 percent in 2022. This negative growth trend extended into the first quarter of
2023, which posted another 22.9 percent drop in debt underwriting and a 6.6 percent decline in
IPOs. Therefore, following a decline of 22.3 percent in SFY 2023, finance and insurance sector
bonuses are projected to experience another year of decline, but with a smaller magnitude of
5.3 percentin FY 2024, revised down slightly from a 5.1 percent decline in the Amended Executive
Budget forecast. The modest upward revision to State employment and minor downward revision
to tot