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Introduction

This Annual Information Statement (AlIS) Update (the “AIS Update”) is dated August 29, 2016 and
contains information only through that date. This AIS Update constitutes the official disclosure
regarding the financial position of the State of New York (the “State”) and related matters and is
the first quarterly update to the AIS dated June 29, 2016 (the “AlS”). This AIS Update should be
read in its entirety, together with the AIS.

In this AIS Update, readers will find:

1. Extracts from the First Quarterly Update to the Financial Plan for FY 2017 (the “Updated
Financial Plan”), issued by the Division of the Budget (DOB). The Updated Financial Plan
(which is available on the DOB website, www.budget.ny.gov) includes a summary of first
quarter operating results for FY 2017 and updates to the State’s official Financial Plan
projections for FY 2017 through FY 2020'. Except for the specific revisions described in
these extracts, the projections (and the assumptions upon which these are based) in the
Updated Financial Plan are consistent with the projections set forth in the FY 2017 Enacted
Budget Financial Plan (the “Enacted Budget Financial Plan”) reflected in the AIS. Note that
the Updated Financial Plan does not reflect the August 2016 consent order between the
State Department of Financial Services (DFS) and Mega International Commercial Bank Co.,
Ltd. and Mega International Commercial Bank Co., Ltd. New York Branch (collectively
“Mega Bank”), pursuant to which Mega Bank has paid a $180 million monetary penalty to
the State for its failure to maintain effective complaint and compliance programs, its failure
to report the discovery of certain misconduct, and for other violations of New York Banking
Law. DOB next expects to update the State’s multi-year financial projections in October
2016 with the Mid-Year Update to the Financial Plan.

2. A discussion of issues and risks that may affect the Updated Financial Plan during the
State’s current fiscal year or in future years (under the heading “Other Matters Affecting the
State Financial Plan”).

3. A summary of the Generally Accepted Accounting Principles (GAAP)-basis results for the
prior three fiscal years.

4. Updated information regarding the State Retirement System.
Updated Information on certain public authorities of the State.

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

7. Updated Financial Plan tables that summarize actual General Fund receipts and
disbursements for fiscal year 2016 and projected receipts and disbursements for fiscal
years 2017 through 2020 on a General Fund, State Operating Funds and All Governmental
Funds basis.

' The State fiscal year is identified by the calendar year in which it ends. For example, fiscal year 2017 (“FY 2017”) is the
fiscal year that began on April 1, 2016 and will end on March 31, 2017.
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DOB is responsible for preparing the State’s Updated Financial Plan and presenting the information
that appears in this AIS Update on behalf of the State. In preparing this AIS Update, DOB has also
relied on information drawn from other sources, including the Office of the State Comptroller (OSC).
In particular, information contained in the section entitled “State Retirement System” has been
furnished by OSC, while information relating to matters described in the section entitled “Litigation
and Arbitration” has been furnished by the State Office of the Attorney General. DOB has not
undertaken any independent verification of the information contained in these sections of this AIS
Update.

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

The factors affecting the State’s financial condition are complex. This AIS Update contains
forecasts, projections and estimates that are based on expectations and assumptions, which
existed at the time they were prepared, and contains statements relating to future results and
economic performance that are "forward-looking statements" 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 inclusion in this AIS Update of forecasts, projections, and estimates
should not be regarded as a representation that such forecasts, projections, and estimates will
occur. The forward-looking statements contained herein are based on the State's expectations
and are necessarily dependent upon assumptions, estimates and data that it believes are
reasonable as of the date made but that may be incorrect, incomplete or 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”, and analogous expressions are intended to identify forward-looking statements in this
AIS Update. Any such statements inherently are subject to a variety of risks and uncertainties that
could cause actual results to differ materially and adversely from those projected. Such risks and
uncertainties include, among others, general economic and business conditions; changes in
political, social, economic and environmental conditions, including climate change and extreme
weather events; impediments to the implementation of gap-closing actions; regulatory initiatives
and compliance with governmental regulations; litigation; 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 which are beyond the control of
the State. These forward-looking statements speak only as of the date of this AIS Update.

In addition to regularly scheduled quarterly updates to the AIS, the State may issue AIS
supplements or other disclosure notices to the AIS as events warrant. The State intends to
announce publicly whenever an update or a supplement is issued. The State may choose to
incorporate by reference all or a portion of the AIS, as updated or supplemented, in Official
Statements or related disclosure documents for State or State-supported debt issuances. The
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State has filed this AIS Update with the Municipal Securities Rulemaking Board through its
Electronic Municipal Market Access (EMMA) system. An electronic copy of this AIS Update can be
accessed through EMMA at www.emma.msrb.org. An official copy of this AIS Update may be
obtained by contacting the New York State Division of the Budget, State Capitol, Albany, NY 12224,
Tel: (518) 474-2302.

OSC issued the State’s Basic Financial Statements for FY 2016 (ended March 31, 2016) and the
Comptroller’s Annual Report to the Legislature on State Funds Cash Basis of Accounting in
accordance with the annual statutory deadline of July 29. Copies of this report may be obtained
by contacting the Office of the State Comptroller, 110 State Street, Albany, NY 12236 and on its
website at www.osc.state.ny.us. The Basic Financial Statements for FY 2016 can also be accessed
through EMMA at www.emma.msrb.org.

Usage Notice

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

This AIS Update is available in electronic form on the DOB website at www.budget.ny.gov. Such
availability does not imply that there have been no changes in the financial position of the State
subsequent to the posting of this information. Maintenance of this AIS Update on the DOB website,
or on the EMMA website, is not intended as a republication of the information therein on any date
subsequent to its release date. No incorporation by reference or republication of any information
contained on any website is intended or shall be deemed to have occurred as a result of the
inclusion of any website address in this AIS Update.

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

Unless clearly noted otherwise, all financial information in this AIS Update is presented on a cash
basis of accounting.

The State’s General Fund receives the majority of State taxes and all income not earmarked for a
particular 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 and Rainy Day
Reserve to levels at or above the levels 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 which include the Health Care
Reform Act (HCRA) funds, the Dedicated Highway and Bridge Trust Fund (DHBTF), the Lottery
Fund, and the mental hygiene program and patient income accounts. Therefore, the General Fund
projections account for any estimated funding shortfalls in these funds. Since the General Fund is
the fund that is required by law to be balanced, the focus of the State’s budgetary and gap-closing
discussion in this AIS Update is generally weighted toward the General Fund.

From time to time, DOB will informally designate unrestricted balances in the General Fund for
specific policy goals (e.g., the payment of costs related to potential labor contracts covering prior
contract periods). These amounts are typically identified with the phrase “reserved for” and are
not held in distinct accounts within the General Fund and may be used for other purposes.

State Operating Funds is a broader measure of spending for operations (as distinct from capital
purposes) that is funded with State resources. It includes financial activity not only in the General
Fund, but also State-funded special revenue funds and debt service funds (spending from capital
projects funds and Federal funds is excluded). As more financial activity occurred in funds outside
of the General Fund, State Operating Funds became, in DOB’s view, a more comprehensive
measure of State-funded activities for operating purposes that are funded with State resources
(e.g., taxes, assessments, fees, tuition). The State Operating Funds perspective has the advantage
of eliminating certain distortions in operating activities that may be caused by, among other things,
the State's complex fund structure, the transfer of money among funds, and the accounting of
disbursements against appropriations in different funds. For example, the State funds its share of
the Medicaid program from both the General Fund and HCRA Funds, the latter being State Special
Revenue Funds. The State Operating Funds perspective captures Medicaid disbursements from
both of these fund types, giving a more complete accounting of State-funded Medicaid
disbursements. For such reasons, the discussion of disbursement projections often emphasizes
the State Operating Funds perspective.
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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 State and Federal operating
funds, providing the most comprehensive view of the cash-basis financial operations of the State.
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 Updated Financial Plan tables present State projections and results 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 that are used for a specified purpose; Federal
Special Revenue Funds, which receive certain Federal grants; 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.

State Finance Law also requires DOB to prepare a pro forma financial plan using, to the extent
practicable, generally accepted accounting principles (GAAP), although this requirement is for
informational purposes. The GAAP-basis financial plan is not used by DOB as a benchmark for
managing State finances during the fiscal year and is not updated 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.
However, GAAP is a financial reporting regime, not a budgeting system.

The Updated Financial Plan 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
services 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 a number of assumptions and are developed by the 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 Updated Financial Plan assumes 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, taking into account the current and projected fiscal position of the State. The Updated
Financial Plan projections for FY 2018 and thereafter, set forth in this AIS Update, reflect the savings
that DOB estimates would be realized if the Governor continues to propose, and the Legislature
continues to enact, balanced budgets that limit annual growth in State Operating Funds spending
to no greater than 2 percent. Total disbursements in the Updated Financial Plan tables and
narrative, contained in this AIS Update, do not reflect these assumed savings, which are instead
reflected on a distinct line and labeled as “Adherence to 2 Percent Spending Benchmark.”
Updated Financial Plan projections are subject to many risks and uncertainties, as well as future
budgetary decisions and other factors not known at this time. If the 2 percent State Operating
Funds spending benchmark is not adhered to, the projected budget gaps would be higher.
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Overview of the Updated Financial Plan

The following table provides certain Updated Financial Plan information for FY 2016 and FY 2017.

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

FY 2016 FY 2017
First
Quarterly
Results Enacted Update
State Operating Funds Disbursements
Size of Budget $94,288 $96,180 $96,214
Annual Growth 2.0% 2.0% 2.0%
Other Disbursement Measures
General Fund (Excluding Transfers) $56,666 $59,681 $59,586
Annual Growth 4.4% 53% 52%
General Fund (Including Transfers)' $68,042 $71,841 $71,113
Annual Growth 8.3% 5.6% 45%
State Funds (Including Capital) $101,232 $106,302 $105,787
Annual Growth 3.1% 5.0% 4.5%
Capital Budget (Federal and State) * $8,981 $11,920 $11,371
Annual Growth 19.0% 32.7% 26.6%
Federal Operating Aid (Excluding Extraordinary Aid) * $40,601 $40,054 $40,169
Annual Growth 5.0% -1.3% -1.1%
All Funds (Excluding Extraordinary Aid) * $143,870 $148,154 $147,754
Annual Growth 3.8% 3.0% 2.7%
Capital Budget (Including "Off-Budget"?) * $9,549 $12,723 $12,174
Annual Growth 15.2% 33.2% 27.5%
All Funds (Including "Off-Budget"? Capital) * $144,438 $148,957 $148,557
Annual Growth 3.6% 3.1% 2.9%
Inflation (CPI) 0.4% 1.4% 1.6%
All Funds Receipts
Taxes $74,673 $77.128 $76,502
Annual Growth 5.1% 3.3% 2.4%
Miscellaneous Receipts $27,268 $23,567 $24,092
Annual Growth -7.4% -13.6% -1.6%
Federal Grants * $44,486 $43,700 $43,813
Annual Growth 2.5% -1.8% -1.5%
Total Receipts * $146,427 $144,395 $144,407
Annual Growth 1.8% -1.4% -1.4%
General Fund Cash Balance $8,934 $6,069 $6,489
Stabilization/Rainy Day Reserve Funds $1,798 $1,798 $1,798
Monetary Settlements $6,300 $3,547 $4,027
All Other Reserves/Fund Balances $836 $724 $664
State Workforce FTEs (Subject to Direct Executive 17,862 118,590 118,590
Control) - All Funds
Debt
Debt Service as % All Funds Receipts 4.0% 3.7% 3.9%
State-Related Debt Outstanding $52,105 $52,555 $52,078
Debt Outstanding as % Personal Income 4.6% 4.4% 4.4%
" Annual growth includes planned extraordinary transfer of monetary settlements from the General Fund to other funds.
2 Represents capital spending that occurs outside the All Funds budget financed directly from State-supported bond
proceeds held by public authorities.
* All Funds, Federal Operating Funds and Capital Projects Funds receipts and disbursements exclude (a) Federal disaster
aid for Superstorm Sandy and (b) additional Federal aid associated with Federal health care reform. Prior plans included
an adjustment for spending funded from monetary settlements with financial institutions.
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Except for the specific revisions described herein, the projections (and the assumptions upon
which these are based) in the Updated Financial Plan are consistent with the projections set
forth in the FY 2017 Enacted Budget Financial Plan described in the AlS.

Summary

DOB reports that the Updated Financial Plan for FY 2017 remains in balance on a cash basis in the
General Fund, with a significant downward revision to the annual estimate for tax receipts offset
by expected savings in other areas of the Updated Financial Plan. Spending growth in State
Operating Funds is expected to be held to 2 percent, consistent with the Enacted Budget Financial
Plan, with spending increases related to the legislative session and recent labor settlements
mitigated by lower spending across a range of Updated Financial Plan activities.

In the Enacted Budget Financial Plan, DOB lowered the forecast for General Fund tax receipts by
$350 million in comparison to the FY 2017 Executive Budget Financial Plan, based on the relatively
weak performance of the financial sector. At the time, DOB noted that “[additional] downward
revisions to tax receipts [were] possible in the current year and future years if weakness persists.”
Such downward revisions now appear to be warranted. Through the first quarter of FY 2017, PIT
collections in the General Fund (including transfers from other funds) fell $595 million below
planned levels, with most of the variance concentrated in the estimated payment component of
PIT. In light of these results and updated economic data, DOB is lowering the estimate for General
Fund PIT tax receipts by $600 million in each year of the Updated Financial Plan. DOB will continue
to monitor PIT receipts closely and further downward revisions cannot be ruled out during the
remainder of FY 2017. Other taxes generally appear to be on track with the Enacted Budget
Financial Plan estimates. The General Fund remains in balance in FY 2017, with the downward
revision to tax receipts offset in its entirety by savings in other areas of the Updated Financial Plan.
These include downward re-estimates to expected disbursements for local assistance, agency
operations, and capital projects, and additional savings from the refunding of certain outstanding
debt. Note that the Updated Financial Plan does not reflect the August 2016 consent order
between DFS and Mega Bank, pursuant to which Mega Bank has paid a $180 million monetary
penalty to the State for its failure to maintain effective complaint and compliance programs, its
failure to report the discovery of certain misconduct, and for other violations of New York Banking
Law.

In the regular legislative session that ended in June 2016, the Governor and Legislature approved
an enhanced pension benefit for public sector veterans that enables eligible members to receive
up to three years of extra pension service credit for their active military service, the cost of which
DOB estimates will total roughly $400 million over the next five years. Legislation was also
approved that repealed the sales and use tax on feminine hygiene products, which is expected to
reduce General Fund receipts by approximately $5 million in FY 2017. Other bills with a fiscal
impact were passed by the Legislature and are expected to be delivered to the Governor for his
review in coming months. Any bills with a fiscal impact that are ultimately approved by the
Governor will be reflected in future updates, as appropriate.
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Since enactment of the FY 2017 Budget, the State finalized labor agreements with the New York
State Public Employees Federation (PEF) for FY 2016 and the New York State Police Investigators
Association (NYSPIA) in the Division of State Police for the period of FY 2012 through FY 2018 that
provide salary increases for PEF-represented employees in FY 2016 and for NYSPIA-represented
employees in FYs 2015 - 2018. As a result, spending is expected to increase by approximately
$150 million in FY 2017, covering both the costs of the retroactive increases and the current year
costs of the salary increases, with $75 million in recurring spending annually thereafter. The
retroactive costs will be covered with the General Fund balance set aside for this purpose, and the
ongoing salary increases will be funded within agency operating budgets, consistent with the
treatment of other negotiated salary increases covering the FY 2012 — FY 2016 period.

Pursuant to a partial settlement agreement entered into in June 2016 by the New York State
Attorney General and other state attorneys general with Volkswagen AG, Audi and Porsche
Affiliates (collectively, “Volkswagen”), Volkswagen will make a monetary payment to New York
State of over $30 million to resolve certain claims as described with more particularity in the partial
settlement agreement. In addition, subject to court approval, satisfaction of requirements
contained within the United States Department of Justice Partial Consent Decree, and approval of
a court-appointed trustee, the State will be eligible to receive up to approximately $117 million for
eligible mitigation action expenditures as set forth in the United States Department of Justice
Partial Consent Decree, and DOB expects that any such funds received by the State for eligible
mitigation action expenditures will be administered outside of the State’s All Governmental Funds
budget.

The Updated Financial Plan projections for FY 2018 and thereafter are based on an assumption
that the current Administration will continue to propose, and the Legislature will continue to enact,
balanced budgets in future years that limit annual growth in State Operating Funds spending to no
greater than 2 percent. The General Fund operating balance projections for FY 2018, FY 2019,
and FY 2020 are calculated based on this assumption. DOB expects that specific proposals to
limit spending growth to 2 percent will be included in future budget proposals.

First Quarter Operating Results

The State ended June 2016 with a General Fund cash balance of $7.2 billion, $976 million below
the estimate in the Enacted Budget Financial Plan. General Fund receipts, including transfers from
other funds, totaled $18.5 billion through June 2016, $415 million below Enacted Budget Financial
Plan estimates. The lower receipts were due to lower than expected PIT collections through June
2016 ($595 million), partly offset by higher tax collections in all other major categories, as well as
non-tax receipts. The weakness in PIT estimated payments is attributable to an unexpected
decline in both the number of payments and the size of the average payments. Higher
consumption and use tax receipts, than reflected with the Enacted Budget Financial Plan
projections, were associated with stronger than expected June 2016 sales tax collections, which
was partially associated with the timing of audit receipts.

General Fund disbursements, including transfers to other funds, totaled $20.3 billion through June
2016, $561 million higher than Enacted Budget Financial Plan projections, mainly due to the timing
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of planned payments for local assistance and agency operations. Higher spending for local
assistance is primarily attributable to Medicaid payments that exceeded planned amounts due to
delays in the receipt of certain offsets and audit recoveries planned through June 2016, which are
now expected to be received in later months. In addition, the State incurred costs for the Essential
Plan (EP), a health insurance program which receives Federal subsidies authorized through the
Affordable Care Act (ACA), in the first quarter of FY 2017 due to timing fluctuations of Federal
advances. Spending for agency operations was above planned levels as a result of higher overall
State personal service (PS) costs, including overtime, and the delayed application of offsets to
workers’ compensation payments.

Multi-Year Financial Plan Revisions (FY 2017 and Outyears)

The following table summarizes the revisions to the FY 2017 Enacted Budget Financial Plan.
Descriptions of the changes follow the table below.

SUMMARY OF REVISIONS TO ENACTED BUDGET FINANCIAL PLAN
GENERAL FUND BUDGETARY BASIS OF ACCOUNTING
SAVINGS/(COSTS)

(millions of dollars)

FY 2017 FY 2018 FY 2019 FY 2020

ENACTED BUDGET SURPLUS/(GAPS) ' (o} 355 (841) (399)
Receipts Revisions (308) (603) (606) (590)
Personal Income Tax (600) (600) (600) (600)
Sales Tax (5) w v 7)
Non-Tax Receipts 267 4 1 17
Volkswagen Settlement Payment 30 0 0 6]
Disbursement Revisions 728 (484) (101) (67)
Local Assistance 188 19 55 46
Agency Operations (93) (118) (122) (78)
Transfers to Capital Projects Funds 651 (450) 0 0
Transfers to Other Funds (18) (35) (34) (35)
Change in Reserves (420) 450 0 0
Use of Collective Bargaining Reserve 60 0 0 0
Set Aside Volkswagen Settlement (30) Y Y Y
Timing of DIIF Transfers (450) 450 0 0
Changes in Adherence to 2% Spending Benchmark o 75 76 34
FIRST QUARTERLY UPDATE BUDGET SURPLUS/(GAPS) (0] (207) (1,472) (1,022)
Net Change from Enacted Budget Financial Plan 0 (562) (631) (623)
"Includes savings estimated from limiting annual spending growth in future years to 2 percent. Calculation based on
current FY 2017 estimate. The Governor is expected to propose, and negotiate with the Legislature to enact, budgets in
each fiscal year that hold State Operating Funds spending growth to 2 percent. Assumes all savings from holding
spending growth to 2 percent are made available to the General Fund. Total disbursements in Financial Plan tables and
discussion do not reflect these savings. If the 2 percent State Operating Funds spending benchmark is not adhered to,
the projected budget gaps would be higher.
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Receipts Revisions

General Fund receipts, including transfers from other funds, are projected to total $68.7 billion in
FY 2017, a decrease of $308 million from the Enacted Budget Financial Plan projections.

o PIT Receipts: PIT receipts, mainly for withholding and estimated payments, through the
first quarter of the fiscal year were considerably lower than expected, which has led to a
downward adjustment to projected PIT receipts of $600 million in each year of the Updated
Financial Plan. After accounting for potential timing issues, performance across most of the
State’s taxes has been consistent with Enacted Budget Financial Plan estimates. The
exception was the shortfall in June 2016 PIT estimated payments which could indicate
weakness in hon-wage income growth.

e Sales Tax Receipts: Legislation has been passed which requires feminine hygiene
products to be exempt from State and local sales and use taxes. The legislation will reduce
State tax receipts by an estimated $5 million in FY 2017 and $7 million annually thereafter.
It is expected that local government sales tax receipts will be reduced by a commensurate
amount. The legislation makes the treatment of these products consistent with the
treatment of other health care products.

e Non-Tax Receipts: Certain reimbursements and transfers from other State funds have
been revised based on results to date, and updated programmatic forecasts and
information. The most significant changes include a reduction in debt service costs due to
the refunding of certain outstanding debt, expected later in FY 2017 to increase the transfer
of PIT receipts back to the General Fund ($125 million) and to eliminate the need for a
transfer to offset transaction risks based on updated information ($143 million).

e Volkswagen Settlement Payment: The State expects Volkswagen will pay over
$30 million in monetary recoveries in accordance with a partial settlement agreement
between the Office of the Attorney General (among others) and Volkswagen. This
settlement agreement pertains to Volkswagen’s violations of emissions standards and state
consumer protection laws. These funds will be set aside, along with other settlements that
have not yet been programmed, as an undesignated reserve.
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Disbursements Revisions

General

Fund disbursements, including transfers to other funds, are expected to total

$71.1 billion in FY 2017, a decrease of $728 million from Enacted Budget Financial Plan projections.

Local Assistance: Local assistance spending in the General Fund is expected to total $45.8
billion in FY 2017, a decrease of $188 million from the Enacted Budget Financial Plan
estimate. The revision consists of increased costs related to the 2016 legislative session
that are more than offset by a downward revision to expected disbursements. Spending
reestimates include a reduction in the level of Tuition Assistance Program (TAP) payments
expected in the current year and the General Fund impact of revisions to estimated lottery
receipts in FY 2018 and beyond. In addition, certain DOH enrollment center cost increases
to the Medicaid operations budget, as described below, will be offset by reduced local
assistance support provided under the DOH Medicaid Global Cap. These reductions are
partly offset by added funding for:

East Ramapo Central School District: A three-member monitoring team, to be
appointed and assigned to the East Ramapo Central School District, to focus on
improvements in its academic performance and the fiscal management of the
school district.

Child Health Insurance Plan Expanded Coverage for Newborns: Funding is
included for legislation that requires expanded coverage of newborns in the Child
Health Insurance Plan, as amended for technical correction and approved in April
2016. Pursuant to this amended legislation, effective January 1, 2017 an eligible
newborn child is to be enrolled on the first day of the calendar month in which the
child is born, provided the application is submitted within sixty days of
birth. Monthly capitation payments for Child Health Plus (CHP) enrollees are
predicated on eligibility at the first day of each new calendar month. This technical
correction provides eligible children who are born after the first day of each new
calendar month with full coverage from birth.

HIV/AIDS Services/Benefits to PA Recipients in NYC: Beginning in September
2016, the population eligible for the enhanced shelter benefit provided by the
HIV/AIDS Services Administration (HASA) is to be expanded to include all Public
Assistance (PA) recipients living in New York City that have tested positive for HIV
regardless of whether the recipient is symptomatic. This eligibility expansion is
expected to result in $10 million in additional costs in FY 2017 and $31 million in
additional costs annually thereafter.

Zika Virus Preparedness: Funding is added to the General Public Health Work
(GPHW) program to reflect approximately $5 million in anticipated claims for State
aid by local governments to fund enhanced mosquito surveillance and disease
monitoring activities associated with Zika preparedness during FYs 2017 and 2018.
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Local Government Assistance Payment to Rochester: A one-time payment to the
City of Rochester, originally scheduled for March 2016, was made in July 2016. This
$6 million payment is to support services and expenses related to the
Rochester/Monroe anti-poverty initiative as well as children and family related
programs.

Agency Operations: General Fund disbursement for agency operations, including fringe
benefits, are expected to total $13.8 billion in FY 2017, an increase of $93 million from the
Enacted Budget Financial Plan estimate. The increase mainly reflects the estimated FY 2017
costs of the veterans pension bill, retroactive labor settlements, and revisions to the funding
for DOH enrollment centers, offset by modest downward revisions in other expenses.

Veterans Pension Credit: A new retirement system credit enables eligible veterans
employed by the State and local governments to receive up to three years of active
military service toward their retirement, regardless of when or where they served,
as long as they were honorably discharged and have five years of retirement system
service. Members must apply for and pay the employee share of such service credit
prior to retirement. Based on the estimated number of eligible employees and
participation rate to date, DOB estimates the cost of the credit will total roughly
$400 million over the next five years for State employees and local government
employees covered by Section 25 of the Retirement and Social Security Law. The
State is required to fund the full present value of the benefit for these employees
as members opt in to receiving the benefit. The law permits the State to amortize
the first year cost over five years at an interest rate determined by the New York
State Retirement System, which has indicated it would charge an annual rate of 7
percent. At this time, the State does not plan to amortize these costs.

Labor Agreements: The State and PEF finalized a one-year retroactive labor
agreement to provide a 2 percent annual salary increase for the period April 1, 2015
through March 31, 2016. This agreement creates parity for PEF with most other State
union contracts which have salary increases that concluded in
FY 2016, including the Civil Service Employees Association (CSEA), United
University Professions (UUP), the New York State Correctional Officers and Police
Benevolent Association (NYSCOPBA), Council 82, District Council 37 (DC-37
Housing) and the Graduate Student Employees Union (GSEU). Total State spending
is expected to increase by approximately $120 million in FY 2017 (covering FY 2016
and FY 2017) and $60 million annually thereafter.

The State has also reached a seven year agreement with NYSPIA in the Division of
State Police, which is consistent with the recent seven year contract with the Police
Benevolent Association of New York State Troopers. The agreement includes a
wage increase schedule that provides no increase from FY 2012 through FY 2014,
2 percent increases for each of FYs 2015 and 2016, and 1.5 percent increases for
each of FYs 2017 and 2018. Total State spending is expected to increase by
approximately $30 million in FY 2017 (covering FY 2012 through FY 2017) and
approximately $15 million annually thereafter.
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— New York State of Health (NYSOH) Health Benefit Exchange Qualified Health
Plan (QHP) Update: The Updated Financial Plan reflects a $33 million State funds
spending reduction in FY 2017 for the QHP portion of the NYSOH health benefit
exchange, of which the majority of savings is attributable to an extension of Federal
support through December 2016. Spending for the QHP operation is not managed
within the Medicaid Global Cap, thus the associated savings materialize to the
Updated Financial Plan at no impact to other program services.

— DOH Enrollment Center Funding Increase: DOH now estimates that the demand
on Medicaid and other insurance program enrollment will necessitate a greater
level of support from contract service providers as the local responsibility for these
functions continues to be phased out. These cost increases will be offset by
reduced local assistance support provided under the DOH Medicaid Global Cap,
therefore eliminating any net impact to the General Fund balance and State
Operating Funds spending estimates within the Updated Financial Plan.

Transfers to Capital Projects Funds: General Fund transfers to Capital Projects Funds are
expected to be $651 million lower than anticipated in the Enacted Budget Financial
Plan. This is primarily attributable to an adjustment in the timing of General Fund transfers
to the Dedicated Infrastructure Investment Fund (DIIF) for the New New York Bridge
construction ($450 million). In May 2016, the New York State Thruway Authority (“Thruway
Authority”) issued bonds that will be used to pay for the costs of the bridge project. This
funding will be used in advance of the Thruway Stabilization Program resources (in DIIF)
being allocated, resulting in the General Fund transfers to DIIF declining in FY 2017 and
increasing in FY 2018. In addition, General Fund transfers to Capital Projects Funds will be
offset by higher than expected capital reimbursements from bond proceeds in FY 2017
($200 million).

Transfers to Other Funds: Certain reimbursements and transfers to other State funds have
been reduced based on results to date and updated financing requirements.

Change in Reserves

Use of Collective Bargaining Reserve: The Updated Financial Plan assumes that $60
million of the General Fund balance set aside for prior labor settlements will be used to
fund the retroactive (i.e., FY 2016 and earlier) costs of the PEF and the Bureau of Criminal
Investigation (BCI) labor agreements. The recurring costs will be covered by efficiencies
within agency operating budgets, consistent with the practice for other labor agreements
covering the FY 2011-16 period.

Set Aside Volkswagen Settlement: Proceeds received by the State from the Volkswagen
settlement are expected to be added to the existing balance of monetary settlements that
have not been appropriated. After this addition, the total balance set aside is expected to
total $695 million.

Timing of DIIF Transfers: The timing of expected transfers from DIIF has been updated
based on the anticipated funding needs of the Thruway Authority, as described herein.
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Spending Changes

STATE OPERATING FUNDS SPENDING CHANGES SINCE THE ENACTED BUDGET
INCREASE/(DECREASE)

(millions of dollars)

FY 2017 FY 2018 FY 2019 FY 2020

ENACTED BUDGET 96,180 101,059 104,700 108,565
Total 34 110 MM 70
Veterans Pension Credit 144 103 103 62
East Ramapo Central School District 1 0 0 0
Labor Agreements 73 0 0 0
CHP Expanded Coverage for Newborns 1 5 5 5
Zika Virus 4 1 0 0
HIV/AIDS Services/Benefits to PA Recipients in NYC 10 31 31 31
Local Government Assistance Payment to Rochester 6 0 0 0
Debt Service (125) 0 0 0
NYSOH Health Benefit Exchange QHP Update (33 0 0 0
Transit Aid (Revenue Revision) 21 (24) (26) (3
All Other (26) 6) (2) 3
FIRST QUARTERLY UPDATE ' 96,214 101,69 104,81 108,635

'Before savings estimated from limiting annual spending growth in future years to 2 percent.

In general, the disbursement changes in the General Fund described above have a corresponding
impact on State Operating Funds, with two exceptions. First, a portion of the retroactive cost of
labor settlements will be incurred outside the General Fund ($13 million, for a total State Operating
Funds cost of $73 million). Secondly, a modest reestimate has been made to mobility tax
collections based on collections to date. The State collects and remits the entire amount of mobility
tax collections, and estimated disbursements are adjusted to correspond to changes in estimated
collections.
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Annual Spending Growth

DOB estimates that spending in State Operating Funds will grow at 2.0 percent from FY 2016 to
FY 2017, consistent with the 2 percent spending benchmark adopted by the current Administration
in FY 2012. All Funds spending, which includes spending from capital funds and Federal funds, is
expected to increase by 2.7 percent from FY 2016 to FY 2017, excluding extraordinary Federal aid
related to disaster-related costs, Federal health care transformation, and spending for
infrastructure needs from monetary settlement funds.

TOTAL DISBURSEMENTS
(millions of dollars)

FY 2016 FY 2017 Annual Annual %
Results Updated Change Change
STATE OPERATING FUNDS 94,288 96,214 1,926 2.0%
General Fund (excluding transfers) 56,666 59,586 2,920 5.2%
Other State Funds 31,987 31,51 (476) -1.5%
Debt Service Funds 5,635 517 (518) -9.2%
ALL GOVERNMENTAL FUNDS 143,870 147,754 3,884 2.7%
State Operating Funds 94,288 96,214 1,926 2.0%
Capital Projects Funds 8,981 1,371 2,390 26.6%
Federal Operating Funds 40,601 40,169 (432) -1.1%
ALL GOVERNMENTAL FUNDS 150,708 155,705 4,997 3.3%
(INCL. EXTRAORDINARY AID)
Federal Disaster Aid for Superstorm Sandy 1,165 1,160 (5) -0.4%
Federal Health Care Reform 5,673 6,791 1,118 19.7%
GENERAL FUND (INCLUDING TRANSFERS) 68,042 71,113 3,071 4.5%
STATE FUNDS 101,232 105,787 4,555 4.5%
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The table below illustrates the major sources of annual change in State spending by major
program, purpose, and fund perspective.

STATE SPENDING MEASURES
(millions of dollars)

FY 2016 FY 2017 Annual Change

Results Updated $ %
LOCAL ASSISTANCE 62,653 64,774 2,121 3.4%
School Aid (School Year Basis) 23,290 24797 1,507 6.5%
DOH Medicaid' 17,453 18,134 681 3.9%
Transportation 4,745 4,931 186 3.9%
STAR 3,335 3,228 (107) -3.2%
Social Services 2,949 2,934 (15) -0.5%
Higher Education 2,955 3,009 54 1.8%
Mental Hygiene 2,646 2,538 (108) -4.1%
All Other? 5,280 5,203 (77) -1.5%
STATE OPERATIONS/FRINGE BENEFITS 26,035 26,359 324 1.2%
State Operations 18,583 18,650 67 0.4%
Personal Service: 12,981 12,896 (85) -0.7%
Executive Agencies 7,236 7,218 (18) -0.2%
Extra Bi-Weekly Institutional Pay Period 163 0 (163) n/a
University Systems 3,675 3,723 48 1.3%
Elected Officials 1,907 1,955 48 2.5%
Non-Personal Service: 5,602 5,754 152 27%
Executive Agencies 2,747 2,864 17 4.3%
University Systems 2,279 2,282 3 0.1%
Elected Officials 576 608 32 5.6%
Fringe Benefits/Fixed Costs 7,452 7,709 257 3.4%
Pension Contribution 2,225 2,496 271 12.2%
Health Insurance 3,465 3,720 255 7.4%
Other Fringe Benefits/Fixed Costs 1,762 1,493 (269) -15.3%
DEBT SERVICE 5,598 5,078 (520) -9.3%
CAPITAL PROJECTS 2 3 1 50.0%
TOTAL STATE OPERATING FUNDS 94,288 96,214 1,926 2.0%
Capital Projects (State and Federal Funds) 8,981 11,371 2,390 26.6%
Federal Operating Aid® 40,601 40,169 (432) -1.1%
TOTAL ALL GOVERNMENTAL FUNDS® 143,870 147,754 3,884 2.7%

" Includes the Essential Plan (EP), which is an insurance plan for individuals who are not eligible for Medicaid and who meet certain
income threshold standards. The Essential Plan is not a Medicaid program; however, State-funded support is managed within total
DOH Medicaid Global Cap resources.

2 "All Other" includes public health, other education, local government assistance, parks, environment, economic development, public
safety, and reconciliation between school year and State fiscal year spending for School Aid. On a State Fiscal Year basis, School
Aid is estimated to total $24.4 billion in FY 2017, an increase of $1.12 billion from FY 2016.

3 Federal Operating Funds and All Funds disbursements exclude extraordinary aid for Federal health care reform and Superstorm
Sandy. All Funds disbursements, including these purposes, are expected to total $155.7 billion in FY 2017, an increase of 3.3
percent.
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FY 2017 Financial Plan

DOB estimates that the Updated Financial Plan provides for balanced operations in the General
Fund in FY 2017. General Fund disbursements are projected to exceed receipts by $172 million.
The difference is funded with $87 million from the FY 2016 undesignated General Fund balance,
$75 million from the balance set aside for prior-year labor settlements, and $10 million from the
Community Projects Fund.

The following table summarizes the projected annual change from FY 2016 to FY 2017 in General
Fund receipts, disbursements, and fund balances, with and without the impact of monetary
settlements.

GENERAL FUND FINANCIAL PLAN
(millions of dollars)

Annual Change
FY 2016 FY 2017
Results Updated Dollar Percent

Opening Fund Balance (Excluding Monetary Settlements) 2,633 2634 1 0.0%
Total Receipts 66,336 68,620 2,284 3.4%

Taxes 62,581 64,639 2,058 3.3%

Miscellaneous Receipts/Federal Grants 2,800 2778 (22) -0.8%

Other Transfers 955 1,203 248 26.0%
Total Disbursements 66,335 68,792 2,457 3.7%

Local Assistance Grants 43314 45,769 2,455 57%

Agency Operations 13,352 13,817 465 3.5%

Transfers to Other Funds' 9,669 9,206 (463) -4.8%
Net Change in Operations 1 (172) (173) -17300.0%
Closing Fund Balance (Excluding Monetary Settlements) 2,634 2,462 (172) -6.5%
Monetary Settlements

Settlements on Hand as of April 1 4,667 6,300

New Settlements Received 3,605 220

Transfers/Uses (1,972) (2,493)
Closing Fund Balance (Including Monetary Settlements) 8,934 6,489 (2,445) -27.4%

1 Excluded are transfers of monetary settlement receipts from the General Fund to (a) the Dedicated Infrastructure Investment Fund ($857 million in

FY 2016 and $901 million in FY 2017); (b) the mental hygiene account to fund a portion of a Federal disallowance for the Office for People with
Developmental Disabilities (OPWDD) ($850 million in FY 2016); (c) the Environmental Protection Fund ($120 million in FY 2017); and (d) the
temporary use of settlement funds to make cash advances for certain capital programs in FY 2017 ($1.3 billion).

As shown in the table above, the State expects to end FY 2017 with a General Fund cash balance
of $6.5 billion, a decrease of $2.4 billion from FY 2016 results. The decline is due to the change in
monetary settlements on hand. DOB intends to make transfers of monetary settlements on an as-
needed basis over the next five years as spending occurs. Legislation included with the
FY 2017 Enacted Budget Financial Plan provides transfer authority from the General Fund to DIIF
for five years.
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Receipts (Excluding Monetary Settlements)

General Fund receipts, including transfers from other funds, are projected to total $68.6 billion in
FY 2017, an increase of $2.3 billion (3.4 percent) from FY 2016 results. Tax collections, including
transfers of tax receipts to the General Fund after payment of debt service, are estimated to total
$64.6 billion in FY 2017, an increase of $2.1 billion (3.3 percent) from FY 2016 results.

General Fund PIT receipts, including transfers after payment of debt service on State PIT Revenue
Bonds, are expected to total $44.3 billion, an increase of $2.2 billion (5.2 percent) from FY 2016
results. This primarily reflects an increase in withholding and the acceleration of tax refund
payments from FY 2017 into FY 2016.

General Fund consumption/use tax receipts, including transfers after payment of debt service on
Local Government Assistance Corporation (LGAC) and Sales Tax Revenue Bonds, are estimated
to total $12.6 billion in FY 2017, an increase of $292 million (2.4 percent) from FY 2016 results,
reflecting projected growth in taxable consumption.

General Fund business tax receipts are estimated at $5.8 billion in FY 2017, an increase of
$103 million (1.8 percent) from FY 2016 results. This estimate reflects increased bank tax receipts
stemming from a reduced number of prior period adjustments, slightly offset by declines across all
other statutorily imposed business tax components.

Other tax receipts in the General Fund are expected to total $2 billion in FY 2017, a decrease of
$516 million (-20.5 percent) from FY 2016 results. This primarily reflects an extraordinary level of
estate tax collections in FY 2016 that are not expected to recur.

General Fund non-tax receipts and transfers are estimated at $4 billion in FY 2017, an increase of
$226 million from FY 2016 results. The increase is primarily due to transfers from a variety of
accounts that have accumulated resources in prior years.

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. For a
more comprehensive discussion of the State's projections for tax receipts, miscellaneous receipts,
and transfers, presented on a State Funds and All Funds basis, see “State Financial Plan
Projections Fiscal Years 2017 Through 2020” herein.
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Disbursements (Excluding Monetary Settlements)

General Fund disbursements, including transfers to other funds, are expected to total
$68.8 billion in FY 2017, an increase of $2.5 billion (3.7 percent) from FY 20162. Local assistance
grants are expected to total $45.8 billion in FY 2017, an annual increase of $2.5 billion
(5.7 percent) from FY 2016, including $968 million for School Aid (on a State fiscal year basis),
$495 million for Medicaid and the EP, and $240 million for education programs outside of School
Aid. Other increases reflect anticipated payments for a range of social services, public health, and
general purpose aid programs, as well as accounting reclassifications that have the effect of
moving spending between financial plan categories and across fund types.

Disbursements for agency operations, including fringe benefits and fixed costs, in the General
Fund are expected to total $13.8 billion in FY 2017, an increase from FY 2016 of $465 million
(3.5 percent). Most executive agencies are expected to hold spending at FY 2016 levels. This
increase reflects expected increases for employee health insurance costs and the State's annual
pension payment, as well as costs for DOH to operate the NYSOH health benefit exchange,
continue the transition of administrative functions from local service districts to the State, and
operate the new EP. In addition, operating costs for many agencies are charged to several funds,
as well as affected by offsets and accounting reclassifications.

General Fund transfers to other funds are estimated to total $9.2 billion in FY 2017, a decrease of
$463 million from FY 2016. This change is comprised mainly of a lower level of transfers for debt
service, which is primarily due to FY 2016 payments of FY 2017 expenses.

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 from year to
year. For a more comprehensive discussion of the State's disbursements projections by major
activity, presented on a State Operating Funds basis, see “State Financial Plan Projections Fiscal
Years 2017 Through 2020 herein.

2 Note that the State continues to adhere to a 2 percent annual growth in spending benchmark on a State
Operating Funds basis.
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Closing Balance for FY 2017

DOB projects that the State will end FY 2017 with a General Fund cash balance of $6.5 billion, a
decrease of $2.4 billion from FY 2016. The balance from monetary settlements is expected to total
$4 billion, a decrease of $2.3 billion from FY 2016. The decrease in the amount drawn from the
monetary settlement balance reflects the timing of planned transfers to other funds from which
monetary settlements will be spent. The General Fund cash balance excluding settlements is
estimated to be $2.5 billion, or $172 million lower than FY 2016 results. The decline reflects use of
Community Projects Fund resources ($10 million) to support estimated spending and the use of
resources carried in from FY 2016 ($162 million).3

Balances in the State’s principal "rainy day" reserves, the Tax Stabilization Reserve Fund and the
Rainy Day Reserve Fund, are expected to remain unchanged in FY 2017.

The Updated Financial Plan maintains a reserve of $500 million for debt management purposes in
FY 2017, unchanged from the level held at the end of FY 2016. DOB will decide on the use of these
funds based on market conditions, Updated Financial Plan needs, and other factors.

TOTAL BALANCES
(millions of dollars)

FY 2016 FY 2017 Annual
Results Updated Change

TOTAL GENERAL FUND BALANCE 8,934 6,489 (2,445)
Statutory Reserves:
"Rainy Day" Reserve Funds 1,798 1,798 0
Community Projects Fund 63 53 (10)
Contingency Reserve Fund 21 21 0
Fund Balance Reserved for:
Debt Management 500 500 0
Labor Agreements Prior to FY 2017 15 90 75
Undesignated Fund Balance 237 0 (237)
Monetary Settlements 6,300 4,027 (2,273)
Programmed 5,755 3,332 (2,423)
Unbudgeted 545 695 150

3 The undesignated fund balance carried forward from FY 2016 totaled $237 million, of which $90 million is
held in reserve for potential costs of prior year labor agreements and the remaining $147 million is planned
for use in FY 2017.
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Cash Flow

The State authorizes the General Fund to borrow money temporarily from available funds held in
the Short-Term Investment Pool (STIP). Money may be borrowed for up to four months, or to the
end of the fiscal year, whichever period is shorter. The State last used this authorization in April
2011 when the General Fund needed to borrow funds from STIP for a period of five days. The
amount of resources that can be borrowed by the General Fund is limited to the available balances
in STIP, as determined by the State Comptroller. Available balances include money in the State’s
governmental funds and a relatively small amount of other money belonging to the State. 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.

DOB expects that the State will have sufficient liquidity in FY 2017 to make all planned payments
as they become due. The State 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.

ALL FUNDS MONTH-END CASH BALANCES

FY 2017
(millions of dollars)
General Other All

Fund Funds Funds
April 10,893 3,337 14,230
May 7,751 4,338 12,089
June 7,210 5,010 12,220
July 6,742 5,722 12,464
August 6,450 5,645 12,095
September 9,914 3,690 13,604
October 8,936 3,954 12,890
November 7,010 3,405 10,415
December 9,916 3,122 13,038
January 11,217 4187 15,404
February 11,228 4292 15,520
March 6,489 2,508 8,997
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Monetary Settlements

From FY 2015 through FY 2017, DOB estimates that the State will have received a total of
$8.8 billion in monetary settlements with financial institutions and Volkswagen. The following table
lists the settlements by firm and amount. Note that the Updated Financial Plan does not reflect the
August 2016 consent order between DFS and Mega Bank, pursuant to which Mega Bank has paid
a $180 million monetary penalty to the State for its failure to maintain effective complaint and
compliance programs, its failure to report the discovery of certain misconduct, and for other
violations of New York Banking Law.

SUMMARY OF RECEIPTS OF SETTLEMENTS BETWEEN
REGULATORS AND FINANCIAL INSTITUTIONS

(millions of dollars)

FY 2015 FY 2016 FY 2017 Total

Monetary Settlements 4,942 3,605 213 8,760
BNP Paribas 2,243 1,348 o] 3,591
Department of Financial Services (DFS) 2,243 (0] (0] 2,243
Asset Forfeiture (DANY) [0} 1,348 (0] 1,348
Deutsche Bank (6} 800 (0] 800
Credit Suisse AG 715 30 0 745
Commerzbank 610 82 (0] 692
Barclays 0 670 (0] 670
Credit Agricole (0] 459 0 459
Bank of Tokyo Mitsubishi 315 0] (0] 315
Bank of America 300 0] (0] 300
Standard Chartered Bank 300 (0] (0] 300
Goldman Sachs (0] 50 190 240
Morgan Stanley 0] 150 0] 150
Bank Leumi 130 (0] (0] 130
Ocwen Financial 100 (0] (0] 100
Citigroup (State Share) 92 (0] (0] 92
MetLife Parties 50 0 0] 50
American International Group, Inc. 35 (¢} (0} 35
PricewaterhouseCoopers 25 (0] (0] 25
AXA Equitable Life Insurance Company 20 0 0 20
Promontory (0] 15 (0] 15
New Day (6] 1 (0] 1
Volkswagen 0] 0] 30 30
Other Settlements 7 0 (7) 0
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Uses of Monetary Settlements

The Updated Financial Plan reflects the Executive’s intention to continue applying the majority of
the settlement resources to fund capital investments and nonrecurring expenditures. The Enacted
Budget Financial Plan reflects the authorized transfer of monetary settlement funds over a five-
year period to DIIF to finance various appropriated purposes ($6.4 billion), as well as $120 million
to the Environmental Protection Fund (EPF).

As reflected in the table below, other uses include $850 million to resolve Federal Office for People
with Developmental Disabilities (OPWDD) disallowances in FY 2016. A portion of the monetary
settlements is being used to support General Fund operations, as previously planned, as well as
operational costs of the Department of Law’s Litigation Services Bureau.

DOB expects to use monetary settlement resources to fund projects and activities over several
years, allowing the State to carry a large, by historical standards, cash balance available in
FY 2017 and FY 2018. The State plans to use these resources to make cash advances for certain
capital programs in FY 2017 ($1.3 billion) and FY 2018 ($500 million). The cash advances are
expected to be reimbursed fully with bond proceeds by the end of FY 2019. These bond-financed
programs include higher education, economic development, and transportation programs.

GENERAL FUND SUMMARY OF RECEIPTS AND USE/TRANSFER OF FUNDS FROM SETTLEMENTS BETWEEN
REGULATORS AND FINANCIAL INSTITUTIONS

(millions of dollars)

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

Opening Settlement Balance in General Fund o 4,667 6,300 4,027 2,676 1,476 744 (o]
Receipt of Settlement Payment 4,942 3,605 213 o [} (o] o} 8,760
Use/Transfer of Funds 275 1,972 2,486 1,351 1,200 732 49 8,065
Capital Purposes:
Transfer to Dedicated Infrastructure Investment Fund 0 857 901 2,151 1,700 732 49 6,390
Transfer to Environmental Protection Fund 0] 0 120 0 0 ] 0 120
Transfer to/(from) Capital Projects Fund [0] 0] 1,300 (800) (500) 0] [¢] 0
Other Purposes:
Transfer to Audit Disallowance - Federal Settlement 0] 850 0 0 0 0 0 850
Financial Plan - General Fund Operating Purposes 275 250 102 6] 6] 0] [¢] 627
Department of Law - Litigation Services Operations [0] 10 63 0 o] 0] ] 73
Transfer to OASAS Chemical Dependence Program 0 5 6] 6] 6] (0] (6] 5
Closing Settlement Balance in General Fund 4,667 6,300 4,027 2,676 1,476 744 695 695
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The following purposes will be funded with $6.5 billion of monetary settlement collections from
capital appropriations*:

Thruway Stabilization ($2.0 billion): The Enacted Budget Financial Plan continues to reflect
investments in Thruway infrastructure adding $700 million to last year's commitment of $1.3
billion. The investment will support both the New NY Bridge project and other transportation
infrastructure needs for the rest of the Thruway system.

Upstate Revitalization Program ($1.7 billion): Funding for the Upstate Revitalization Initiative
(URI). In 2015, $1.5 billion was awarded to the three Upstate regions selected as URI best plan
awardees. The Enacted Budget Financial Plan includes an additional $200 million
($170 million from monetary settlements) to support projects in the remaining four eligible
Upstate regions.

Affordable and Homeless Housing ($640 million): The Enacted Budget Financial Plan
supports a multi-year investment in affordable housing services, and provides housing
opportunities for individuals and families who are homeless or at risk of homelessness. Funds
will be invested over the next five years to create new housing opportunities for individuals
and families in need of supportive services, as well as to assist vulnerable populations in
securing stable housing.

Broadband Initiative ($500 million): Funding is included in the Enacted Budget Financial Plan
forthe New NY Broadband Fund Program to expand the availability and capacity of broadband
across the State, or development of other telecommunication infrastructure. This program is
intended to expand the creation of high-speed networks and promote broadband adoption.

Health Care/Hospitals ($400 million): The Enacted Budget Financial Plan provides $355
million in grants to essential health care providers that facilitate mergers, consolidation,
acquisition, or other significant corporate restructuring activities, to create a financially
sustainable system of care intended to promote a patient-centered model of health care
delivery. An essential health care provider is a hospital or hospital system that offers health
services in a region deemed by the Health Commissioner to be underserved. Funding may
be used to restructure debt obligations or fund capital improvements to facilitate mergers and
consolidations of hospitals in rural communities. The Enacted Budget Financial Plan also funds
capital expenses of the Roswell Park Cancer Institute ($15.5 million); a community health care
revolving loan ($19.5 million); and IT and other infrastructure costs associated with the
inclusion of behavioral health services in the Medicaid Managed Care benefit package ($10
million).

Penn Station Access ($250 million): The Metropolitan Transportation Authority (MTA) Penn
Station Access project, which will open a new Metro-North link directly into Penn Station, is
expected to provide enhanced system resiliency, improvement in regional mobility, and
construction of four new Metro-North stations in the Bronx.

4 The funding of $6.5 billion is reflected in the multi-year totals for transfers to the Dedicated Infrastructure Investment
Fund ($6.39 billion) and the Environmental Protection Fund ($120 million).
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Transportation Capital Plan ($200 million): The Enacted Budget Financial Plan allocates
funds to transportation infrastructure projects across the State.

Municipal Restructuring and Consolidation Competition ($170 million): The Enacted Budget
Financial Plan includes $20 million in funding for a new Municipal Consolidation Competition
to encourage the reduction of costs through a competitive process to be administered by the
Department of State (DOS). This funding is in addition to $150 million allocated last year to
assist and encourage local governments and school districts to implement shared services,
cooperation agreements, mergers, and other actions that permanently reduce operational
costs and property tax burdens.

Resiliency, Mitigation, Security, and Emergency Response ($150 million): The Enacted
Budget Financial Plan funds preparedness and response efforts related to severe weather
events, as well as efforts to prevent, prepare for, and respond to acts of terrorism, other public
safety and health emergencies, and natural and man-made disasters.

Transformative Economic Development Projects ($150 million): The Enacted Budget
Financial Plan includes funds for investment that are intended to catalyze private investment,
spurring significant economic development and job creation to help strengthen the economies
in the communities in Nassau and Suffolk counties.

Infrastructure Improvements ($115 million): Funding is included in the Enacted Budget
Financial Plan for infrastructure improvements to support transportation, upstate transit, rail,
airport, port, and other projects.

Economic Development ($85 million): The Enacted Budget Financial plan continues to reflect
funding for the economic development strategy of creating jobs, strengthening and
diversifying economies, and generating economic opportunities across the State, including
investments in infrastructure.

Southern Tier/Hudson Valley Farm Initiative ($50 million): Funding is included in the
Enacted Budget Financial Plan to help landowners in the Southern Tier and Hudson Valley
maintain and develop farming, agricultural, and related businesses.

Empire State Poverty Reduction Initiative (ESPRI) ($25 million): To combat poverty
throughout the State, the Enacted Budget Financial Plan includes $25 million for the ESPRI.
This program will bring together State and local government, nonprofits, and community
groups to design and implement coordinated solutions for addressing poverty in 16
municipalities: Albany, Binghamton, the Bronx, Buffalo, Elmira, Hempstead, Jamestown,
Newburgh, Niagara Falls, Oneonta, Oswego, Rochester, Syracuse, Troy, Utica, and Watertown.

Environmental Protection Fund (EPF) ($120 million): The Enacted Budget Financial Plan
directs monetary settlement resources to the EPF. These and other EPF resources would
provide dedicated funding to communities throughout New York State to improve the
environment, combat climate change, and reduce greenhouse gas emissions.
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Monetary settlement resources will be used as a temporary advance to: (i) meet initial funding
requirements for the Javits expansion project and (ii) support $1.3 billion of bond-financed capital
disbursements. The table below shows the schedule for these temporary uses.

TEMPORARY USE OF MONETARY SETTLEMENTS FOR CAPITAL PROJECTS FUNDS

(millions of dollars)

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021 Total

Total Settlement Funds Replenished/(Used) (1,300) 640 150 180 330 [0}
Transfer to DIIF for Javits Center Expansion [0} (160) (350) (320) (170) (1,000)
Bond Proceed Receipts for Javits Center Expansion [0} 0] [0} 500 500 1,000
Management of Debt Issuances (1,300) 800 500 (0] [0} [0}

Javits Expansion: Spending for the Javits expansion will be supported by settlement funds in
the first instance, beginning in FY 2018. Subsequently, these expenses will be reimbursed by
proceeds from bonds that are planned to be issued in FYs 2020 and 2021.

Management of Debt Issuances: A total of $1.3 billion of capital spending for higher
education, transportation and economic development will be funded initially from the
settlement fund balances set aside in the General Fund. These funds will be made available
for the projects appropriated from DIIF when the State reimburses the $1.3 billion of spending
with bond proceeds anticipated in FY 2018 ($800 million) and FY 2019 ($500 million). As a
result of these reimbursements, it is anticipated that transfers from the General Fund to
support the Capital Projects Fund will be lower in FYs 2018 and 2019 by $800 million and
$500 million, respectively.
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April — June 2016 Operating Results

This section provides a summary of operating results for April 2016 through June 2016 compared
to (1) the initial projections set forth in the FY 2017 Enacted Budget Financial Plan; and (2) the results
for the prior fiscal year (April 2015 through June 2015). The results below include monetary
settlements.

General Fund Results

Monetary settlements continue to have a dramatic effect on the State’s overall cash position and
currently account for $6 billion of the $7.2 billion General Fund closing balance. The last sizeable
monetary settlement payment received was $190 million in May 2016, of which $127 million was
deposited into the General Fund.

In the General Fund, total receipts through June 2016 were below Enacted Budget Financial Plan
projections by $415 million, while spending through June 2016 exceeded Enacted Budget Financial
Plan projections by $561 million, resulting in a fund balance $976 million lower than Enacted
Budget Financial Plan projections.

GENERAL FUND OPERATING RESULTS
APRIL THROUGH JUNE 2016

(millions of dollars)

Enacted Above/(Below)
Plan Results Variance

Opening Balance 8,934 8,934 0
Total Receipts 18,955 18,540 (415)
Taxes: 18,181 17,715 (466)

Personal Income Tax' 13,450 12,855 (595)

Consumption / Use Taxes' 3,164 3,246 82

Business Taxes 1,089 113 24

Other Taxes' 478 501 23
Receipts and Grants 733 758 25
Transfers From Other Funds 4 67 26
Total Spending 19,703 20,264 561
Local Assistance 11,993 12,350 357
Agency Operations (including GSCs) 4,829 4,996 167
Debt Service Transfer 242 240 2)
Capital Projects Transfer 454 448 6)
State Share of Mental Hygiene Medicaid Transfer 335 362 27
SUNY Operations Transfer 639 638 (V]
All Other Transfers 121 1,230 19
Change in Operations (748) (1,724) (976)
Closing Balance 8,186 7,210 (976)
" Includes transfers from other funds after debt service.
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Tax collections in total were $466 million lower than projected in the Enacted Budget Financial
Plan. The lower PIT collections ($595 million) were primarily driven by weaker than expected
baseline growth in PIT receipts, particularly estimated payments, as a result of an unexpected
decline in both the number of payments and the size of average payments. Higher than projected
consumption/use taxes ($82 million), relative to the Enacted Budget Financial Plan, were
associated with stronger than anticipated June 2016 sales tax collections, which was partially
associated with timing of audit receipts. The Updated Financial Plan includes forecast revisions
which address the underlying weakness in base tax growth.

Through June 2016, General Fund disbursements, including transfers to other funds, were
$561 million higher than initially projected, primarily due to local assistance ($357 million) and
agency operations ($167 million).

Local assistance over-spending was primarily driven by Medicaid and EP payments, partly offset
by under-spending for education, social services and other local assistance programs. Spending
for Medicaid was higher than planned as a result of timing delays related to the receipt of certain
offsets and audit recoveries planned through June 2016, which are now expected to be received
in later months, as well as unanticipated State share costs for the EP to offset a shortfall in Federal
funding during the first quarter of FY 2017 when enrollment for the program increased significantly.
State share costs for the EP, after the utilization of available Federal funds, are managed within
total available resources of the DOH Medicaid Global Cap.

Spending for agency operations was above planned levels as a result of slightly higher PS costs in
several large agencies, including the Department of Corrections and Community Supervision
(DOCCS) and Judiciary. GSC expenses were also higher than anticipated due to a one-month
delay in the application of available offsets to workers’ compensation payments, which will be
corrected by September 2016, and higher fixed costs for litigation and court of claims payments.
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State Operating Funds Results

The State ended June 2016 with a closing balance of $12.5 billion in State Operating Funds, or
$782 million below the FY 2017 Enacted Budget Financial Plan projection. This variance is driven
by lower receipts ($212 million) and higher spending ($630 million), partly offset by higher financing
from other sources ($60 million).

STATE OPERATING FUNDS RESULTS
APRIL THROUGH JUNE 2016

(millions of dollars)

Enacted Above/(Below)
Plan Results Variance
Opening Balance 12,641 12,641 0
Total Receipts 24,647 24,435 (212)
Taxes: 19,974 19,526 (448)
Personal Income Tax 13,892 13,293 (599)
Consumption / Use Taxes 3,853 3,938 85
Business Taxes 1,425 1,466 4
Other Taxes 804 829 25
Miscellaneous/Federal Receipts 4,673 4,909 236
Total Spending 24,060 24,690 630
Local Assistance 15,794 16,190 396
Agency Operations (including GSCs) 7,900 8,134 234
Debt Service 366 366 0
Capital Projects 0 0 0
Other Financing Sources 103 163 60
Change in Operations 690 (92) (782)
Closing Balance 13,331 12,549 (782)

Through June 2016, total receipts in State Operating Funds were $212 million lower than the
FY 2017 Enacted Budget Financial Plan projections, including lower overall tax collections
consistent with the General Fund explanation provided above. Higher miscellaneous receipts
were driven by strong first quarter HCRA surcharge collections, reflecting continued growth in the
utilization of health care services throughout the State. The growth in the utilization of health care
services is, in part, a byproduct of expanded health insurance coverage provided under the ACA.
The deposit of $63 million from unanticipated monetary settlement collections into the Attorney
General’s litigation special revenue account also drove higher receipts through June 2016.

Annual Information Statement Update 37



Annual Information

Statement Update April — June 2016 Operating Results

Compared to the Enacted Budget Financial Plan projections, State Operating Funds spending was
$630 million above plan, or 2.6 percent higher. Consistent with the General Fund explanations
above, driving the majority of the State Operating Funds variance was spending associated with
Medicaid and agency operations (including GSCs). In addition to the General Fund variances,
higher local assistance spending was also driven by transit aid payments to the MTA, reflecting
additional disbursements based on the timing of dedicated revenue deposits which were higher
than planned in June 2016.

Total State operations’ spending was $234 million higher than Enacted Budget Financial Plan
projections, which, in addition to the General Fund factors described above, was largely driven by
higher fringe and operational expenses of SUNY.

All Governmental Funds Results

The State ended June 2016 with an All Governmental Funds closing balance of $12.2 billion,
$895 million below the initial projection. Lower receipts ($832 million) and higher spending
($71 million) primarily contributed to the variance.

All GOVERNMENTAL FUNDS RESULTS
APRIL THROUGH JUNE 2016

(millions of dollars)

Enacted Above/(Below)
Plan Results Variance
Opening Balance 11,810 11,810 0]
Total Receipts 39,252 38,421 (832)
Taxes: 20,289 19,835 (455)
Personal Income Tax 13,892 13,293 (600)
Consumption / Use Taxes 4,005 4,089 84
Business Taxes 1576 1,612 36
Other Taxes 816 841 25
Miscellaneous Receipts 5,974 5,904 (70)
Federal Grants 12,989 12,682 (307)
Total Spending 37,929 38,000 VAl
State Operating Funds: 24,060 24690 630
Local Assistance 15,794 16,190 396
Agency Operations (including GSCs) 7,900 8,134 234
Debt Service 366 366 0
Capital Projects 0 0 0
Capital Projects Funds 2,158 1,923 (235)
Federal Operating Funds m71 1,387 (324)
Other Financing Sources (19) 1) 8
Change in Operations 1,304 410 (895)
Closing Balance 13,14 12,220 (895)
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