UPDATE TO ANNUAL INFORMATION STATEMENT (AIS)

STATE OF NEW YORK
November 25, 2013

This is the second quarterly update (the “AlS Update™) to the Annual Information Statement of the
State of New York (the “AIS”), dated June 19, 2013. This AlS Update contains information only through
November 25, 2013 and should be read in its entirety, together with the AIS. The State expects to issue
the next AIS Update in February 2014, following the release of the Governor's Executive Budget
Financial Plan for FY 2015.

In this AIS Update, readers will find:

1.

Extracts from the Mid-Year Update to the Financial Plan for FY 2014 (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
operating results for the first six months of fiscal year 2014, and updates to the State’s
official Financial Plan projections for FY 2014 through FY 2017*.

A discussion of issues and risks that may affect the Financial Plan during the State’s current
fiscal year or in future years (under the heading “Risks and Uncertainties Related to the State
Financial Plan”).

A summary of the Generally Accepted Accounting Principles (“GAAP”)-basis results for the
prior three fiscal years (reprinted as a convenience from the First Quarterly Update to the
AIS released in August 2013).

Updated information regarding the State Retirement Systems.

Updated information on certain public authorities and localities of the State.

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

Financial plan tables that summarize actual General Fund receipts and disbursements for
fiscal year 2013 and projected receipts and disbursements for fiscal years 2014 through 2017
on a General Fund, State Operating Funds and All Governmental Funds basis.

DOB is responsible for preparing the State’s 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 Systems” 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 the AIS Update.

! The fiscal year is identified by the calendar year in which it ends. For example, fiscal year 2014 (“FY 2014”) is the fiscal year
that began on April 1, 2013 and will end on March 31, 2014.
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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, 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 AIS, as updated, or supplemented
from time to time, 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 such forecasts were prepared. 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. 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 AlS, the State may issue AlS 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
this AIS Update in Official Statements or related disclosure documents for State or State-supported debt
issuance. The 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 AlIS Update may be
obtained by contacting the New York State Division of the Budget, State Capitol, Albany, NY 12224,
Tel: (518) 474-2302.

In July 2013, OSC issued the Basic Financial Statements for FY 2013 (ended March 31, 2013).
Copies 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 2013 can also
be accessed through EMMA at www.emma.msrb.org.
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USAGE NOTICE

This AIS Update has been prepared and made available by the State pursuant to its contractual
obligations under various continuing disclosure agreements (“CDASs™) 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 (www.budget.ny.gov) and does
not create any implication that there have been no changes in the financial position of the State at any
time subsequent to its release date. 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.

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.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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BUDGETARY AND ACCOUNTING PRACTICES

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. In
addition, it 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
(“DHBTEF”), and the Lottery Fund. Therefore, the General Fund projections account for any estimated
funding shortfalls in these funds. Since the General Fund is the fund that is required to be balanced, the
focus of the State’s budgetary and gap-closing discussion 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 (both the General Fund and State
Operating Funds exclude spending from capital projects funds and Federal funds). DOB views State
Operating Funds to be a more comprehensive measure of State-funded activities for operating purposes
that are funded with State resources (i.e., taxes, assessments, fees, tuition) than the General Fund. 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 from State
Special Revenue Funds, including Health Care Reform Act 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.

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 Financial Plan
tables sort State projections and results by fund and category.
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Fund types of the State include: the General Fund; State special revenue funds, which receive
certain dedicated taxes, fees and other revenues that are used for a specified purpose; Federal Special
Revenue Funds, which receive certain Federal grants; State and Federal Capital Projects Funds, which
account for costs incurred in the construction 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 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.
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OVERVIEW OF THE UPDATED FINANCIAL PLAN

SUMMARY

Financial results through September 2013 remain in line with DOB’s expectations. DOB estimates
that the General Fund will remain in balance in FY 2014 on a budgetary (cash) basis of accounting, based
on its review of operating results through September 2013 and other information.

General Fund receipts, including transfers from other funds, are now expected to total $61.6 billion
in FY 2014, a decrease of $47 million from the First Quarterly Update. The downward revision reflects
lower than expected collections of section 18-a assessments on utility companies through September 2013
attributable to declines in utility prices and energy consumption.

General Fund disbursements, including transfers to other funds, are expected to total $61.5 billion in
FY 2014, a decrease of $47 million from the First Quarterly Update. The Updated Financial Plan reflects
savings from the recalculation of the State’s pension payments based on updated information ($31
million). In addition, DOB expects that, based on claims to date, the cost of reimbursing local
governments for general public health programs will be lower than projected in the First Quarterly Update
(%29 million). Lastly, the Updated Financial Plan includes an additional $13 million in funding to assist
areas affected by flooding in the Mohawk Valley region, bringing the total FY 2014 funding to $29

million.?

DOB expects the State to end FY 2014 with a General Fund closing balance of $1.8 billion,
unchanged from the First Quarterly Update. For planning purposes, the Updated Financial Plan continues
to assume a $318 million prepayment of FY 2015 debt service, but DOB will determine the specific
prepayments that will be made later in the current fiscal year. The level of prepayments may change,
depending on the State's fiscal position.

The projections for General Fund budget gaps in future years remain unchanged from the First
Quarterly Update, with gaps of $1.7 billion in FY 2015, $2.9 billion in FY 2016, and $2.9 billion in FY
2017. By law, the Governor must propose, and the Legislature must enact, a General Fund budget that is
balanced on a cash basis of accounting.

2 Recovery aid of $16 million was included in the First Quarterly Update.
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MID-YEAR OPERATING RESULTS
(APRIL - SEPTEMBER 2013)

GENERAL FUND RESULTS VERSUS ENACTED BUDGET

Operating results through September 30, 2013 were positive in comparison to the estimate in the FY
2014 Enacted Budget Financial Plan as reflected in the AlS.

The State ended the month of September 2013 with a closing balance of $6.3 billion in the General
Fund, $1.6 billion higher than projected in the Enacted Budget Financial Plan (and $710 million higher
than the revised projections of the First Quarterly Update). The higher balance is mainly due to lower
than planned spending ($1.2 billion).

GENERAL FUND OPERATING RESULTS THROUGH SEPTEMBER 2013
(millions of dollars)
Enacted Revised Variance Above/(Below)
Plan Plan Results Enacted Revised

Opening Balance 1,610 1,610 1,610 0 (1]
Total Receipts 31,577 32,058 31,933 356 (125)
Taxes: 29,976 30,075 30,063 87 12)

Personal Income Tax* 20,253 20,306 20,347 94 41

User Taxes and Fees® 6,086 6,179 6,226 140 47

Business Taxes 2,789 2,716 2,568 (221) (148)

Other Taxes® 848 874 922 74 48
Receipts and Grants 1,461 1,671 1,556 95 (115)
Transfers From Other Funds 140 312 314 174 2
Total Spending 28,503 28,104 27,269 (1,234) (835)
Education 7,727 7,422 7,077 (650) (345)
Health Care 6,450 6,191 6,091 (359) (100)
Social Services 1,479 1,400 1,418 (61) 18
Higher Education 1,308 1,359 1,261 47) (98)
All Other Local Assistance 1,376 1,394 1,338 (38) (56)
Personal Service 2,814 2,851 2,862 48 11
Non-Personal Service 922 808 794 (128) 14)
General State Charges 2,448 2,505 2,398 (50) (107)
Debt Service Transfer 633 610 462 171) (148)
Capital Projects Transfer 529 601 580 51 (21)
State Share Medicaid Transfer 831 993 1,159 328 166
SUNY Operations Transfer 812 812 810 2) 2)
All Other Transfers 1,174 1,158 1,019 (155) (139)
Change in Operations 3,074 3,954 4,664 1,590 710
Closing Balance 4,684 5,564 6,274 1,590 710
! Includes transfers from other funds after debt service.

Through September 2013, General Fund receipts, including transfers from other funds, were $356
million above initial projections, reflecting higher tax collections ($87 million), miscellaneous receipts
($95 million) and transfers from other funds ($174 million).

AIS Update - 7 -



Annual Information Statement Update, November 25, 2013

The variance in tax collections is comprised of higher PIT collections due to stronger than
anticipated current year estimated and 2012 final tax return payments ($94 million); higher user taxes and
fees ($140 million) reflecting stronger than expected collections for sales associated with autos, dining
and entertainment, and expenditures by utilities for post-Sandy repairs; higher other taxes receipts ($74
million) due to stronger real estate prices and transaction volume, as well as estate tax receipts; and lower
business tax collections ($221 million) driven mainly by lower gross collections for insurance and bank
taxes due to a weakness in 2013 liability payments.

Higher than anticipated miscellaneous receipts include the unanticipated settlement payments of
$250 million from Bank of Tokyo-Mitsubishi UFJ (“BTMU”) for its violation of banking laws
concerning interactions with countries and entities subject to international sanctions, and $10 million from
Deloitte Financial Advisory Services for its violation of banking laws during its consulting work at
Standard Chartered Bank; offset by lower abandoned property collections ($100 million) and lower
collections from the section 18-a temporary assessment imposed on public utility companies ($38
million).

Transfers from other funds were higher than initially estimated due to the additional revenue
generated by the recently settled gaming agreements ($203 million) between New York State and the
Oneida Nation of Indians, the Saint Regis Mohawk Tribe, and the Seneca Nation of Indians.

Through September 2013, General Fund disbursements, including transfers to other funds, were $1.2
billion lower than the FY 2014 Enacted Budget Financial Plan projection, due mainly to lower local
assistance spending.

Local assistance spending was lower than estimated ($1.2 billion), mainly in the areas of education
($650 million) and health care spending ($359 million). The education variance includes less-than-
anticipated School Aid disbursements through September (which do not impact annual disbursement
estimates), and $238 million in pre-school special education payments that were processed in October
instead of September. The health variance includes the earlier than expected receipt of Medicaid audit
recoveries that offset State spending ($200 million); lower utilization across multiple service categories
which, along with routine timing of the receipt and application of credits, resulted in lower Medicaid
cycle activity; reduced Medicaid administrative costs; and declines in public health program spending,
including the General Public Health Work ("GPHW") program. The annual GPHW estimate has been
revised downward in this AIS Update.

Non-personal service costs ($128 million) were lower than planned mainly in DOH, including
Medicaid contract spending ($40 million); Office of Temporary and Disability Assistance ("OTDA") ($21
million); Judiciary ($19 million); OGS ($17 million); DTF ($9 million); and State Police ($6 million).
The variances in mental hygiene transfers to support operational facility costs are a function of timing
associated with the submission of claims for payment. The debt service transfer was lower as a result of
an administrative delay in the disbursement of the State University of New York ("SUNY") Construction
Fund payments ($171 million).

STATE OPERATING FUNDS RESULTS VERSUS ENACTED BUDGET

The State ended September 2013 with a closing balance of $9.1 billion in State Operating Funds,
$1.9 billion above the Enacted Budget Financial Plan estimate ($923 million higher than the revised
estimate included with the First Quarterly Update to the AIS). The higher balance is mainly due to lower
than planned spending ($1.5 billion) and is comprised mainly of lower education and health care spending
consistent with the General Fund variance.
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Enacted Revised Variance Above/(Below)
Plan Plan Results Enacted Revised

Opening Balance 4,360 4,360 4,360 0 0
Total Receipts 43,778 44,244 44,048 270 (196)
Taxes: 33,691 33,781 33,728 37 (53)

Personal Income Tax 21,486 21,538 21,575 89 37

User Taxes and Fees 7,234 7,342 7,386 152 44

Business Taxes 3,516 3,432 3,247 (269) (185)

Other Taxes 1,455 1,469 1,520 65 51
Miscellaneous/Federal Receipts 10,087 10,463 10,320 233 (143)
Total Spending 42,160 41,825 40,643 (1,517) (1,182)
Education 10,061 9,750 9,409 (652) (341)
Health Care 9,608 9,245 9,000 (608) (245)
Social Services 1,480 1,401 1,420 (60) 19
Transportation 2,376 2,344 2,320 (56) (24)
Higher Education 1,308 1,359 1,261 47) (98)
All Other Local Assistance 2,834 3,131 3,021 187 (110)
Personal Service 6,242 6,324 6,243 1 (81)
Non-Personal Service 2,652 2,575 2,589 (63) 14
General State Charges 3,345 3,441 3,289 (56) (152)
Debt Service 2,253 2,247 2,086 167) (161)
Capital Projects 1 8 5 4 3)
Other Financing Sources 1,219 1,368 1,305 86 (63)
Change in Operations 2,837 3,787 4,710 1,873 923
Closing Balance 7,197 8,147 9,070 1,873 923

Through September 2013, total receipts in State Operating Funds were $270 million higher than
Enacted Budget Financial Plan projections, reflecting the combined impacts of higher collections for both
taxes ($37 million) and miscellaneous receipts ($233 million).

As noted in the General Fund operating results, the variance in tax collections is a function of higher
PIT collections and user taxes, offset by lower business tax receipts.

Higher non-tax receipts reflects the financial settlement payments described in the General Fund
section, partly offset by lower abandoned property collections; lower HCRA assessment revenue
attributable to the impact of MRT initiatives on reducing costs throughout the State’s health care industry;
and lower SUNY miscellaneous receipts.

State Operating Funds spending was $1.5 billion below planned levels, due to lower spending in
local assistance ($1.2 billion), agency operations ($118 million), and debt service ($167 million).

These variances include the General Fund variances described above, as well as lower health care

spending in other State funds, including the Federal-State Health Reform Partnership (“F-SHRP”) ($97
million) attributable to administrative delays associated with the processing of payments, and lower
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HCRA and provider assessment revenues used to finance a portion of health care spending. Other
variances include lower transit operating aid ($56 million), due to the delay of a scheduled transit aid
payment pursuant to a revised cash flow schedule agreement between the State and the MTA; and
unanticipated payments made to municipalities pursuant to the recent tribal-state compact agreements
($116 million).

ALL GOVERNMENTAL FUNDS RESULTS

All Governmental Funds ended September 2013 with a closing balance of $7.8 billion, $1.3 billion
above the Enacted Budget ($739 million higher than the revised estimate included with the First Quarterly
Update to the AIS). The higher balance is comprised of lower than projected spending ($1.9 billion)
including a lower level of Federal operating funds, partly offset by lower available resources ($593

million).
All GOVERNMENTAL FUNDS RESULTS THROUGH SEPTEMBER 2013
(millions of dollars)

Enacted Revised Variance Above/(Below)
Plan Plan Results Enacted Revised

Opening Balance 3,876 3,876 3,876 0 o
Total Receipts 68,650 68,173 68,057 (593) (116)
Taxes: 34,391 34,474 34,419 29 (55)
Personal Income Tax 21,486 21,538 21,575 89 37
User Taxes and Fees 7,548 7,647 7,692 144 45
Business Taxes 3,854 3,772 3,586 (268) (186)
Other Taxes 1,503 1,517 1,566 63 49
Miscellaneous Receipts 11,987 11,993 11,795 (192) (198)
Federal Grants 22,272 21,706 21,843 (429) 137
Total Spending 66,033 64,946 64,087 (1,946) (859)
State Operating Funds: 42,160 41,825 40,643 (1,517) 1,182
Education 10,061 9,750 9,409 (652) (341)
Health Care 9,608 9,245 9,000 (608) (245)
Social Services 1,480 1,401 1,420 (60) 19
Transportation 2,376 2,344 2,320 (56) 24)
Higher Education 1,308 1,359 1,261 47) 98)
All Other Local Assistance 2,834 3,131 3,021 187 (110)
Personal Service 6,242 6,324 6,243 1 (81)
Non-Personal Service 2,652 2,575 2,589 (63) 14
General State Charges 3,345 3,441 3,289 (56) (152)
Debt Service 2,253 2,247 2,086 (167) (161)
Capital Projects 1 8 5 4 3)
Capital Projects Funds 3,836 3,723 3,882 46 159
Federal Operating Funds 20,037 19,398 19,562 (475) 164
Other Financing Sources (20) (29) (33) (13) 4)
Change in Operations 2,597 3,198 3,937 1,340 739
Closing Balance 6,473 7.074 7,813 1,340 739

Through September 2013, total receipts in All Funds were $593 million lower than initial
projections, reflecting the combined impact of lower Federal Aid ($429 million) and miscellaneous
receipts ($192 million), partly offset by higher tax collections ($29 million).

In addition to the tax collection and miscellaneous receipt variances noted earlier, other significant
variances include lower than planned receipts due to a timing delay of bond sales associated with certain
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economic development programs ($412 million) and Federal Grant aid variances commensurate to the
spending variances described below.

In addition to the General Fund and State Operating Fund spending variances described earlier, the
most notable variances are attributable to lower Federal spending ($475 million) in the areas of Medicaid
($920 million) related to the ACA, and the timing of disaster assistance reimbursements, that are partly
offset by earlier than planned spending for public assistance programs ($535 million) and education ($455
million).

ALL GOVERNMENTAL FUNDS ANNUAL CHANGE

The All Governmental Funds balance through September 2013 was $7.8 billion, or $1.8 billion
higher than the prior year. The growth in the fund balance in the current year is attributable to a higher
opening balance ($516 million), greater available resources from All Governmental Funds receipts ($5.4
billion), partly offset by higher year-to-date spending ($4.1 billion).

All GOVERNMENTAL FUNDS RESULTS YEAR-OVER-YEAR
APRIL THROUGH SEPTEMBER

(millions of dollars)

FY 2013 FY 2014 Increase/(Decrease)
Results Results $ %
Opening Balance 3,360 3,876 516
Total Receipts 62,623 68,057 5,434 8.7%
Taxes: 31,635 34,419 2,784 8.8%
Personal Income Tax 19,368 21,575 2,207 11.4%
User Taxes and Fees 7,341 7,692 351 4.8%
Business Taxes 3,458 3,586 128 3.7%
Other Taxes 1,468 1,566 98 6.7%
Miscellaneous Receipts 11,723 11,795 72 0.6%
Federal Grants 19,265 21,843 2,578 13.4%
Total Spending 59,940 64,087 4,147 6.9%
State Operating Funds: 39,627 40,643 1,016 2.6%
Education 9,799 9,409 (390) -4.0%
Health Care 8,444 9,000 556 6.6%
Social Services 1,644 1,420 (224) -13.6%
Transportation 2,102 2,320 218 10.4%
Higher Education 1,124 1,261 137 12.2%
All Other Local Assistance 3,255 3,021 (234) -7.2%
Personal Service 6,095 6,243 148 2.4%
Non-Personal Service 2,195 2,589 394 17.9%
General State Charges 2,646 3,289 643 24.3%
Debt Service 2,320 2,086 (234) -10.1%
Capital Projects 3 5 2 66.7%
Capital Projects Funds 3,260 3,882 622 19.1%
Federal Operating Funds 17,053 19,562 2,509 14.7%
Other Financing Sources (34) (33) 1
Change in Operations 2,649 3,937 1,288
Closing Balance 6,010 7,813 1,803
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All Governmental Funds tax receipts through September 2013 are $2.8 billion higher than the prior
year, with 80 percent of the growth attributable to higher PIT collections ($2.2 billion). This was due in
part to taxpayer accelerations of income into the 2012 tax year to avoid increased 2013 Federal tax rates.
Other growth in tax receipts includes higher user tax collections ($351 million) associated with recurring
and non-recurring taxable purchases such as auto sales, entertainment activities, and utility expenses for
post-Sandy repair work; and higher business taxes ($128 million) driven by higher audit receipts for
corporate franchise taxes in April and May of 2013. The remaining growth in receipts is in Federal
Grants ($2.6 billion) and is generally a result of increased Federal program spending, as described in
greater detail below.

Nearly two-thirds of the $4.1 billion annual increase in All Governmental Funds spending through
September 2013 is attributable to higher Federal spending ($2.5 billion), mainly in the areas of health
care, disaster assistance associated with Sandy-related storm recovery activities, and public assistance.

State Operating Funds spending has increased by $1.0 billion through September 2013 compared to
the prior year. Growth in local assistance spending includes higher Medicaid spending due to lower
spending during the first six months of the prior year as a result of delayed Federal approval of certain
rate increases; transit aid spending from available resources; and increased higher education spending.

Agency operations spending growth includes higher personal service costs, which is mainly
comprised of increased compensation, overtime and other payments; and non-personal service costs,
which includes increased spending by SUNY from additional revenue being generated at their campuses.
Spending for GSCs has increased from the prior year, as the State’s pension payments are now being paid
on a monthly basis, rather than during the final month of the fiscal year, to generate interest savings.

Capital projects spending has increased by $622 million from the prior year, which is a result of both

budgeted growth, particularly for DOT-related costs in the DHBTF, and from certain system related
transaction delays during FY 2012 related to fringe benefit billing processes.
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MULTI-YEAR FINANCIAL PLAN REVISIONS

The following table summarizes the revisions to the financial plan that affect General Fund operating
projections since the First Quarterly Update issued in August 2013. Descriptions of the changes follow

the table.

SUMMARY OF REVISIONS TO FIRST QUARTERLY UPDATE FINANCIAL PLAN
GENERAL FUND BUDGETARY BASIS OF ACCOUNTING

SAVINGS/(COSTS)
(millions of dollars)

FY 2014 FY 2015 FY 2016 FY 2017

FIRST QUARTERLY UPDATE SURPLUS/(GAPS) 0 (1,742) (2,889) (2,948)
RECEIPTS REVISIONS (47) 0 0 0
18-a Temporary Utility Assessments (47) 0 0 0
DISBURSEMENTS REVISIONS 47 0 0 0
State Pension Bill 31 0 0 0
General Public Health Work Program 29 0 0 0
NYS Flood Recovery (13) 0 0 0
MID-YEAR UPDATE BUDGET SURPLUS/(GAPS) 0 (1,742) (2,889) (2,948)

The projections for General Fund budget gaps in future years remain unchanged from the First
Quarterly Update, with gaps of $1.7 billion in FY 2015, $2.9 billion in FY 2016, and $2.9 billion in FY
2017. By law, the Governor must propose, and the Legislature must enact, a General Fund budget that is
balanced on a cash basis of accounting.

REVISIONS

Section 18-a Temporary Utility Assessments: Collections of assessments on utility
companies through September 2013 were lower than planned. The lower collections were
attributable to declines in utility prices and energy consumption.

State Pension Payment: The State’s 2014 pension bill has been recalculated to reflect
updated information. Monthly prepayments applied to the State's FY 2014 pension bill have
resulted in net interest savings.

General Public Health Work Program: The State’s estimated annual reimbursement to
local health departments for a share of costs associated with providing certain public health
services has been lowered as a result of lower than anticipated municipal claims on various
services.

NYS Flood Recovery: The Financial Plan has been updated to include an additional $13
million in recovery assistance aid to homeowners, business operators and farmers in five
counties impacted by severe flooding that occurred between June 26 and July 3, 2013. State
aid for flooding costs since budget enactment totals $29 million. Homeowners and renters
may apply for up to $31,900 in assistance, and small business owners and farmers may apply
for up to $50,000 in assistance.
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PROJECTED CLOSING BALANCES

DOB expects the State to end FY 2014 with a General Fund closing balance of $1.8 billion, an
increase of $94 million from the Enacted Budget Financial Plan and unchanged from the First Quarterly
Update. The change for the Enacted Budget reflects a $100 million increase in the undesignated fund
balance, offset by the use of $6 million to fund retroactive labor settlements with lifeguards, as noted in
the First Quarterly Update (retroactive payments are scheduled for November 2013).

FY 2014 ESTIMATED GENERAL FUND CLOSING BALANCES
(millions of dollars)

First

Enacted Quarterly Mid-Year

Budget Change Update Change Update
GENERAL FUND BALANCE 1,709 94 1,803 0 1,803
STATUTORY RESERVES
Tax Stabilization Reserve Fund 1,131 0 1,131 0 1,131
Rainy Day Reserve Fund 175 0 175 0 175
Community Projects Fund 68 0 68 0 68
Contingency Reserve Fund 21 0 21 0 21
RESERVED FOR 0 0
Prior-Year Labor Agreements (2007-2011) 51 (6) 45 0 45
Debt Management 263 0 263 0 263
Undesignated Fund Balance 0 100 100 0 100

The combined balances in the State’s principal "rainy day" reserve funds, the Tax Stabilization
Reserve Fund and the Rainy Day Reserve Fund, are equal to approximately 2.1 percent of estimated
General Fund disbursements in FY 2014. The Community Projects Fund reflects projected year-end
balances available to finance discretionary grants from existing reappropriations. The Contingency
Reserve Fund balance is available only to pay lawsuits against the State in excess of $25 million or for
other legally specified purposes.

The Updated Financial Plan continues to reserve money in the General Fund balance to cover
potential retroactive labor settlements with unions that have not agreed to terms for prior contract periods.
The reserve is calculated based on the pattern settlement for the FY 2008 through FY 2011 period that
was agreed to by the State’s largest unions.

The Updated Financial Plan continues to reserve $263 million for debt management purposes in FY
2014, which is consistent with the First Quarterly Update.

ANNUAL SPENDING GROWTH

DOB estimates that State Operating Funds spending will total $90.7 billion in FY 2014, an increase
of $1.8 billion (2.1 percent) from FY 2013 results. Excluding the impact of planned prepayments, State
Operating Funds spending growth is estimated at 1.7 percent.

All Governmental Funds spending excluding extraordinary Federal aid for Superstorm Sandy
disaster assistance and the ACA, which includes capital projects and Federal Operating Funds, totals
$135.3 billion, an increase of $2.8 billion (2.1 percent) from FY 2013 results. Excluding the impact of
planned prepayments, All Funds spending growth (again excluding Superstorm Sandy and ACA), is
estimated at 1.8 percent. Please see the Financial Plan tables for unadjusted All Funds disbursements.
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The following table summarizes the major sources of annual change in State spending by major
program, purpose, and fund perspective.

ANNUAL STATE SPENDING
(millions of dollars)

FY 2013 FY 2014 Annual Change
Results Estimated $ %

LOCAL ASSISTANCE 58,578 59,696 1,118 1.9%
School Aid 20,163 20,471 308 1.5%
DOH Medicaid (Incl Operational Costs) ! 15,900 16,421 521 3.3%
Transportation 4,303 4,739 436 10.1%
Mental Hygiene 3,602 2,833 (769) -21.3%
STAR 3,286 3,419 133 4.0%
Social Services 3,031 2,996 (35) -1.2%
Higher Education 2,629 2,825 196 7.5%
Public Health/Aging 2,040 2,193 153 7.5%
Special/Other Education 1,927 2,032 105 5.4%
Local Government Assistance 754 764 10 1.3%
All Other® 943 1,003 60 6.4%
STATE OPERATIONS/FRINGE BENEFITS 24,120 24,902 782 3.2%
State Operations 17,683 17,844 161 0.9%
Personal Service: 12,403 12,366 (37) -0.3%
Executive Agencies 7,112 7,010 (102) -1.4%
University System 3,468 3,500 32 0.9%
Elected Officials 1,823 1,856 33 1.8%
Non-Personal Service: 5,280 5,478 198 3.8%
Executive Agencies 2,707 2,764 57 2.1%
University System 2,083 2,169 86 4.1%
Elected Officials 490 545 55 11.2%
Fringe Benefits/Fixed Costs 6,437 7,058 621 9.6%
Pension Contribution 1,601 1,982 381 23.8%
Employee Health Insurance 3,129 3,315 186 5.9%
Other Fringe Benefits/Fixed Costs 1,707 1,761 54 3.2%
DEBT SERVICE 6,138 6,060 (78) -1.3%
CAPITAL PROJECTS 8 11 3 37.5%
TOTAL STATE OPERATING FUNDS 88,844 90,669 1,825 2.1%
SOF EXCL. PLANNED FY 2014 PREPAYMENTS 88,844 90,351 1,507 1.7%
Capital Projects (State Funds) 5,679 6,146 467 8.2%
TOTAL STATE FUNDS 94,523 96,815 2,292 2.4%
Federal Aid (Including Capital Grants) 3 37,997 38,459 462 1.2%
TOTAL ALL GOVERNMENTAL FUNDS * 132,520 135,274 2,754 2.1%
ALL FUNDS EXCL. FY 2014 PREPAYMENTS * 132,520 134,956 2,436 1.8%

1 Department of Health Medicaid spending only (excludes other State agency spending and transfers). For
display purposes, includes Medicaid operational spending that supports contracts related to the
management of Medicaid and the costs of administrative takeover.

2 "All Other" includes an adjustment for Medicaid operational costs to avoid distorting Financial Plan
category totals, as well as local aid spending in a number of other programs, including education, parks
and the environment, economic development, public safety, and disaster assistance.

3,4 Excludes Federal disaster aid for Superstorm Sandy, at $577 million in FY 2013 and estimated at $5.1
billion in FY 2014, and additional Federal aid under the Affordable Care Act, estimated at approximately
$600 million in FY 2014. Including disbursements for these purposes, All Funds disbursements are
expected to total $141 billion in FY 2014, an increase of 5.9 percent.
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Local assistance spending in FY 2014 is expected to increase by $1.1 billion, or 1.9 percent, over FY
2013 results. On a school year basis, School Aid is expected to increase by 4.9 percent in 2014, which is
above the growth rate in personal income. School Aid in the future years of the Financial Plan is assumed
to increase at levels based on the growth in State personal income. State-funded DOH Medicaid spending
is projected to increase by 3.9 percent (not shown on table), excluding the impact of the State’s takeover
of Medicaid administration, and is consistent with the statutory growth cap. In addition, ACA continues
to provide additional Federal resources to finance Medicaid spending. Transportation spending growth is
the result of increased dedicated tax receipts and State subsidy payments to the MTA. Growth in other
local assistance includes increases across several programs and activities. In addition, results in FY 2013
fell below planned levels in many areas, which, absent other changes, has the effect of increasing the
annual growth rate in FY 2014 in those areas.

Agency spending on personal and non-personal service is expected to remain nearly flat on an annual
basis. This reflects ongoing efforts to redesign State agency operations initiated in FY 2013. Spending
on fringe benefits is projected to increase by $622 million. This includes an increase of $381 million in
the State's annual pension contribution, including repayment of amounts amortized in prior years. The
Financial Plan assumes the State will continue to amortize a percentage of its annual pension costs,
consistent with legislation approved in 2010.

Consistent with past years, the aggregate spending projections (i.e., the sum of all projected spending
by individual agencies) in special revenue funds have been adjusted downward based on typical spending
patterns and the observed variance over time between estimated and actual results.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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RISKS AND UNCERTAINTIES RELATED TO THE
STATE FINANCIAL PLAN

GENERAL

The Updated Financial Plan is subject to many complex economic, social, financial, political, and
environmental risks and uncertainties, many of which are outside the ability of the State to control. DOB
believes that the projections of receipts and disbursements in the Updated Financial Plan are based on
reasonable assumptions, but there can be no assurance that actual results will not differ materially and
adversely from these projections. In certain fiscal years, actual receipts collections have fallen
substantially below the levels forecast in the Updated Financial Plan.

The Updated Financial Plan is based on numerous assumptions, including the condition of the State
and national economies and the concomitant receipt of economically sensitive tax receipts in the amounts
projected. Other uncertainties and risks concerning the economic and receipts forecasts include the
impact of the following: national and international events, such as Federal budget and debt ceiling
negotiations; ongoing financial instability in the Euro-zone; changes in consumer confidence, oil supplies
and oil prices; continuing or worsening strife in the Middle East; climate change and extreme weather
events; Federal statutory and regulatory changes concerning financial sector activities; changes
concerning financial sector bonus payouts, as well as any future legislation governing the structure of
compensation; shifts in monetary policy affecting interest rates and the financial markets; financial and
real estate market developments, which may adversely affect bonus income and capital gains realizations;
possible changes in Federal tax law relating to the taxation of interest on municipal bonds; and the levels
of household debt, which may adversely affect consumer spending and State tax collections.

The Updated Financial Plan is subject to various other uncertainties and contingencies relating to the
extent, if any, to which wage increases for State employees exceed projected annual wage costs; changes
in the size of the State’s workforce; the actualization of the projected rate of return for pension fund assets
and current assumptions with respect to wages for State employees affecting the State’s required pension
fund contributions; the extent to which litigation-related judgments against the State results in new or
higher than projected costs; the willingness and ability of the Federal government to provide the aid
contemplated by the Updated Financial Plan; the ability of the State to implement cost reduction
initiatives, including reductions in State agency operations, and the success with which the State controls
expenditures; and the ability of the State and its public authorities to market securities successfully in the
public credit markets. Some of these specific issues are described in more detail herein. The projections
and assumptions contained in the Updated Financial Plan are subject to revisions which may reflect
substantial adverse changes resulting from the occurrence of one or more uncertainties. No assurance can
be given that these estimates and projections, which depend in part upon actions the State expects to be
taken but that are not within the State’s control, will be realized.

BUDGET RISKS AND UNCERTAINTIES

There can be no assurance that the State’s General Fund budget gaps will not increase materially
from current projections. If this were to occur, the State would be required to take additional gap-closing
actions. Such actions may include, but are not limited to, additional 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;
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or other measures. 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 action of the Governor.

The Updated Financial Plan projections generally assume that School Aid and Medicaid
disbursements will be limited to the growth in State personal income and the ten-year average growth in
the Medicaid component of the Consumer Price Index (CPI), respectively. However, the Enacted Budget
authorized spending for School Aid to increase in excess of the growth in personal income for SY 2014.

State law grants the Governor certain powers to achieve the Medicaid savings assumed in the
Updated Financial Plan. However, there can be no assurance that these powers will be sufficient to limit
the rate of annual growth in DOH State Funds Medicaid spending to the levels estimated in the Updated
Financial Plan. In addition, savings are dependent upon timely Federal approvals, revenue performance
in the State’s HCRA fund (which finances approximately one-third of the DOH State-share costs of
Medicaid), and the participation of health care industry stakeholders.

The forecast contains specific transaction risks and other uncertainties including, but not limited to,
the receipt of certain payments from public authorities; the receipt of miscellaneous revenues at the levels
expected in the Updated Financial Plan, including payments pursuant to the Tribal-State Compact that
have failed to materialize in prior years, but which were received in the current year as part of an
agreement between the State and certain tribal nations; and the achievement of cost-saving measures
including, but not limited to, the transfer of available fund balances to the General Fund at the levels
currently projected. Such risks and uncertainties, if they were to materialize, could have an adverse
impact on the Updated Financial Plan in the current year or future years.

FEDERAL ISSUES

The State receives a substantial amount of Federal aid for health care, education, transportation, and
other governmental purposes, as well as Federal funding to address response and recovery to severe
weather events. Any reduction in Federal funding levels could have a materially adverse impact on the
Updated Financial Plan. In addition, the Updated Financial Plan may be adversely affected by other
actions taken by the Federal government, including audits, disallowances, and changes to Federal
participation rates or other Medicaid rules. Issues of particular concern are described below.

FEDERAL REIMBURSEMENT FOR STATE MENTAL HYGIENE SERVICES

The Federal government lowered Medicaid developmental disability center payment rates, effective
April 1, 2013, which will reduce Federal funding to the State by approximately $1.1 billion annually,
beginning in FY 2014. The Updated Financial Plan includes a plan to address the loss in Federal aid,
including $90 million in the Office for People with Developmental Disabilities (OPWDD) savings
associated with reduced administrative costs, enhanced audit recoveries and improved program
efficiencies. The plan is subject to implementation risks and is dependent, in part, on the approval of the
Federal government. As described below, the Federal Centers for Medicare and Medicaid Services
(CMS) may seek to retroactively recover Federal funds paid to the State regarding this matter.

AUDIT DISALLOWANCE

In addition to the reductions in rates that commenced on April 1, 2013, on February 8, 2013, the U.S.
Department of Health & Human Services Office of the Inspector General, at the direction of the Federal
CMS, began a review to determine the allowability of Medicaid costs for services provided in prior years
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to the Medicaid population in New York State-Operated Intermediate Care Facilities for the
Developmentally Disabled (ICF/DD). The initial review period includes claims for services provided
during the period April I, 2010 through March 31, 2011. As a result of this review, CMS may seek to
recover Federal funds for any payments that it determines to have been in excess of Federal requirements.
The State has resolved CMS concerns regarding its prospective payments to ICF/DDs with a State plan
change effective April 1, 2013, and continues to have discussions with CMS to resolve the concerns
related to the April 1, 2010 through March 31, 2011 period. As noted above, adverse action by the
Federal government relative to the allowability of Medicaid costs or services in years prior to FY 2014 is
expected to result in a reduction in Federal aid of an estimated $1.1 billion annually beginning in FY
2014. A comparable amount of Federal aid is at risk for any prior period that may be pursued by CMS.
Matters of this type are sometimes resolved with a prospective solution (as already commenced by the
State), and the State is not aware of any similar attempts by the Federal government to retroactively
recover Federal aid of this magnitude that was paid pursuant to an approved State plan. The State
continues to seek CMS approval to proceed with the development of a sustainable system of service
funding and delivery for individuals with developmental disabilities. However, there can be no assurance
that Federal action in this matter will not result in materially adverse changes to the Updated Financial
Plan.

BUDGET CONTROL ACT

The Federal Budget Control Act (“BCA”) of 2011 imposed annual caps on Federal discretionary
spending over a ten-year period and mandated an additional $1.2 trillion in deficit reduction, which, if not
enacted, would be achieved through the sequestration of funds in Federal Fiscal Year ("FFY") 2013 and
lowered discretionary spending caps in the following years. As the required deficit reduction was not
achieved by the March 1, 2013 deadline, an across-the-board 5 percent reduction in FFY 2013 funding for
Federal nondefense discretionary programs was implemented. If Congress does not act to otherwise
achieve the BCA deficit reduction requirements, DOB estimates that New York State and local
governments could lose approximately $5 billion in Federal funding over nine years, including reductions
in Federal funding that passes through the State budget for school districts, as well as environmental,
criminal justice and social services programs.

DEBT CEILING

A Federal government default on payments, particularly if it persisted for a prolonged period, can be
expected to have a materially adverse effect on the national and state economies, financial markets, and
intergovernmental aid payments.

The specific effects on the Updated Financial Plan of a Federal government payment default are
unknown and impossible to predict. However, data from past economic downturns suggest that the
State’s revenue loss could be substantial if the economy goes into a recession due to a Federal default,
according to DOB. For context, during the last recession, New York lost 324,000 jobs, State wages fell
7.2 percent in 2009, and taxable capital gains realizations fell 52 percent in 2008 and 41 percent in 20009.

A payment default by the United States may adversely affect the municipal bond market, as well.
Municipal issuers, as well as the State, could face higher borrowing costs and impaired market access.
This would jeopardize planned capital investments in roads and bridges, higher education facilities,
hazardous waste remediation, environmental projects, and economic development projects. Additionally,
the market for and market value of outstanding municipal obligations, including municipal obligations of
the State, could be adversely affected.
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HEALTH INSURANCE COMPANY CONVERSIONS

State law permits a health insurance company to convert its organizational status from a not-for-
profit to a for-profit corporation (a “health care conversion”), subject to a number of terms, conditions,
and approvals. Under State law, the State is entitled to proceeds from the monetization of a health service
corporation, from a not-for-profit to a for-profit corporation, and such proceeds must be used by the State
for health care related expenses. The Updated Financial Plan counts on conversion proceeds of $175
million in FY 2014, and $300 million annually in FY 2015, FY 2016, and FY 2017. In recent years, the
Updated Financial Plan has counted on similar amounts from conversions, which have not been realized.
It is expected that any proceeds received will be deposited into the HCRA account. If estimated proceeds
from health care conversions are not realized on the timetable or at the levels assumed in the FY 2014
Enacted Budget, the State may be required to take other actions, such as reducing planned spending in
HCRA, or financing additional health care expenses in the General Fund, or both.

STATUS OF CURRENT LABOR NEGOTIATIONS (CURRENT CONTRACT PERIOD)

The State has labor contracts in force for the current contract period with approximately 90 percent
of unionized State employees, including its three largest employee unions, Civil Service Employees
Association (CSEA), Public Employees Federation (PEF), and the United University Professions (UUP),
as well as the New York State Police Benevolent Association (NYSPBA) (representing the Agency
Police Services Unit (APSU) bargaining unit, formerly Agency Law Enforcement Services (ALES),
NYSCOPBA, and Council 82). Generally, the contracts provide for no across-the-board salary increases
for FY 2012 through FY 2014, increases to employee health insurance contributions, and a temporary
reduction in employee compensation through a Deficit Reduction Program (“DRP”). Employees will
receive a 2 percent salary increase in both FY 2015 and FY 2016, and, at the end of their contract term,
the value of FY 2013 deficit reduction adjustments. The PEF and NYSPBA contracts generally mirror the
provisions for the other unions, but cover a four-year period, whereas the others cover a five-year period.
PEF and NYSPBA-represented employees will receive a 2 percent salary increase in FY 2015. PEF-
represented employees will be repaid all DRP adjustments at the end of their contract in lieu of the $1,000
lump sum payment per employee. Employees represented by the UUP ratified their agreement with the
State on June 4, 2013. The agreement contains no general salary increases until FY 2014 and FY 2015
when there will be 2 percent general salary increases awarded in each year, payments to be awarded by
the Chancellor, and performance incentive lump sum payments awarded by campus presidents. UUP-
represented employees will also have a DRP. Employees in the unions that have reached settlements with
the State received contingent layoff protection through FY 2013 and continued protection for the
remaining term of the agreements. Reductions in force due to management decisions to close or
restructure facilities authorized by legislation, Spending and Government Efficiency Commission
(SAGE) determinations, or material or unanticipated changes in the State's fiscal circumstances are not
covered by this protection.

LABOR SETTLEMENTS FOR PRIOR CONTRACT PERIODS

The Updated Financial Plan continues to identify a portion of the General Fund balance to cover the
costs of a pattern settlement with unions that have not agreed to contracts for prior contract periods. The
amount expected to be needed is calculated based on the general salary increases agreed to by the State’s
largest unions for the same period. There can be no assurance that actual settlements related to prior
periods will not exceed the amounts informally designated for this purpose. In addition, the State’s
ability to fund the amounts so designated in FY 2014 and beyond depends on the achievement of
balanced budgets in those years. The Updated Financial Plan does not include reserves for settlements
covering the current contract period (i.e., starting in FY 2012).
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CURRENT CASH-FLOW PROJECTIONS

The State authorizes the General Fund to borrow resources temporarily from available funds in the
Short Term Investment Pool (STIP) for up to four months, or to the end of the fiscal year, whichever
period is shorter. 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 moneys 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 to make payments as they become due
throughout FY 2014, but that the General Fund may, from time to time on a daily basis, need to borrow
resources temporarily from other funds in STIP. 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, continues to be set aside as required
by law and bond covenants. The following table provides an estimate of month-end balances for FY
2014.

ALL FUNDS MONTH-END CASH BALANCES

FY 2014
(millions of dollars)
General Other All
Fund Funds Funds
April (Results) 6,379 3,175 9,554
May (Results) 3,744 3,765 7,509
June (Results) 4,805 2,684 7,489
July (Results) 4,407 2,671 7,078
August (Results) 3,642 3,312 6,954
September (Results) 6,273 1,539 7,812
October (Projected) 5,478 2,753 8,231
November (Projected) 4,076 3,036 7,112
December (Projected) 5,747 1,081 6,828
January (Projected) 7,190 2,816 10,006
February (Projected) 6,481 3,096 9,577
March (Projected) 1,803 2,306 4,109

PENSION AMORTIZATION

Under legislation enacted in August 2010, the State and local governments may amortize (defer
paying) a portion of their annual pension costs beginning in FY 2011. 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 legislation enacted a formula to set amortization thresholds for
each year. The amortization thresholds may increase or decrease by up to one percentage point annually.
Pension contribution costs in excess of the amortization thresholds, which, in FY 2014 will be 12.5
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percent of payroll for the Employees’ Retirement System (ERS) and 20.5 percent for the Police and Fire
Retirement System (PFRS), may be amortized.

The Updated Financial Plan forecast assumes that the State will continue to amortize a portion of its
pension costs, pursuant to the FY 2011 legislation. The State’s minimum ERS pension contribution rate,
as a percentage of payroll, was 9.5 percent in FY 2011, 10.5 percent in FY 2012, 11.5 percent in FY
2013, and is 12.5 percent in FY 2014. DOB projects the rate to be 13.5 percent in FY 2015, 14.5 percent
in FY 2016, and 15.5 percent in FY 2017. The FY 2018 amortization threshold is projected by DOB to
equal the normal contribution rate of 15.6 percent of payroll. Therefore, no amortization of ERS costs is
expected to be applicable for FY 2018 and beyond.

The State’s minimum PFRS pension contribution rate was 17.5 percent in FY 2011, 18.5 percent in
FY 2012 and 19.5 percent in FY 2013. The rate is 20.5 percent in FY 2014 and DOB projects the rate to
be 21.5 percent in FY 2015, 22.5 percent in FY 2016, and 23.5 percent in FY 2017. The PFRS
amortization threshold is also projected to equal the normal contribution rate of 23.7 percent by FY 2018.
Therefore, no amortization of PFRS costs are expected to be applicable for FY 2018 and beyond. These
projected contribution rates, however, are based on projected market returns and numerous actuarial
assumptions. The next quinquennial study is scheduled to take place in 2015 and may result in material
changes to the projections set forth herein.

The authorizing legislation also permits amortization in all future years if the actuarial contribution
rate is greater than the amortization thresholds. In addition, the State is required to begin repayment of
the amounts amortized beginning in the fiscal year immediately following the amortizations. Repayment
of the amortized amounts is required to be made over a period of not more than ten years at an interest
rate to be determined by the State Comptroller annually for amounts amortized in that year and with the
rate fixed for the entire term of that amortization.

In FY 2013, the State made pension payments to the New York State Local Retirement System
(NYSLRS) of $1.217 billion. The amount amortized is $674.1 million. In addition, the State’s Office of
Court Administration (OCA) made its pension payment of $189.4 million. The amount amortized is
$104.4 million. The $778.5 million in total deferred payments will be repaid with interest over the next
ten years, beginning in FY 2014.

For amounts amortized in FY 2011, FY 2012, FY 2013, and FY 2014, the State Comptroller set
interest rates of 5 percent, 3.75 percent, 3 percent, and 3.67 percent, respectively. The Updated Financial
Plan forecast assumes that both the State and OCA will elect to amortize pension costs in future years,
consistent with the provisions of the authorizing legislation, and repay such amounts at an interest cost
assumed by DOB to be 3.67 percent (per annum) over ten years from the date of each deferred payment,
consistent with the interest rate charged on the FY 2014 amortized amounts.

The following table, which summarizes pension contributions and projections for future fiscal years,
reflects the “Normal Costs” of pension contributions as the amount the State would contribute to fund
pensions before amortization, along with actual “New Amortized Amounts” in prior years and assumed
“New Amortized Amounts” in upcoming years. The repayment costs (principal and interest) associated
with these amortizations are reflected as the “Amortization Payment.” Consistent with these amortization
assumptions, Part TT of Chapter 57 of the Laws of 2010 requires that: (a) the State make additional
contributions in upcoming fiscal years, above the actuarially required contribution, and (b) once all
outstanding amortizations are paid off, additional contributions be set aside as reserves for rate increases,
to be invested by the State Comptroller and used to offset future rate increases.
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As noted above, DOB’s most recent pension contribution rate forecast assumes that the normal
contribution rate will equal the amortization threshold in FY 2018. Therefore, the State would not have
the option to amortize any of its pension costs in 2018, or in the immediately succeeding fiscal years.
Projections in the following table are based on certain DOB assumptions about actuarial factors on
investment earnings and benefits to be paid, and while DOB believes such assumptions to be reasonable,
actual results may vary from the projections provided in the following table, and such variances could be
substantial.

EMPLOYEE RETIREMENT SYSTEM AND POLICE AND FIRE RETIREMENT SYSTEM*
PENSION CONTRIBUTIONS AND OUTYEAR PROJECTIONS

(millions of dollars)

Normal New Amortized Amortization
Fiscal Year Costs’ Amounts Payment Total
2011 Results 1,552.8 (249.6) 0.0 1,303.2
2012 Results 2,041.7 (562.9) 32.3 1,511.1
2013 Results 2,085.3 (778.5) 100.9 1,407.7
2014 Projected 2,543.5 (950.6) 192.1 1,785.0
2015 Projected 2,509.9 (744.0) 292.7 2,058.6
2016 Projected 2,103.4 (262.7) 379.9 2,220.6
2017 Projected 1,883.4 (44.6) 410.7 2,249.5
2018 Projected 1,886.4 0.0 415.4 2,301.8
2019 Projected 1,904.1 0.0 416.0 2,320.1
2020 Projected 1,941.1 0.0 416.0 2,357.1
2021 Projected 1,967.0 0.0 416.0 2,383.0
2022 Projected 1,980.7 0.0 383.6 2,364.3
2023 Projected 1,968.1 0.0 315.1 2,283.2
2024 Projected 1,942.0 0.0 223.8 2,165.8
2025 Projected 1,913.3 0.0 123.2 2,036.5
2026 Projected 1,870.1 0.0 36.0 1,906.1
2027 Projected 1,838.0 0.0 5.2 1,843.2
2028 Projected 1,831.2 0.0 0.0 1,831.2
Source: NYS DOB.
pension contribution values do not include pension costs related to the Optional
Retirement Program and Teachers' Retirement System for SUNY and SED, whereas
the projected pension disbursements in the Financial Plan tables presented in this
Updated Financial Plan include such pension disbursements.
?Include payments from amortization prior to FY 2011. Such prior amortization
payments will end in FY 2017.

OTHER POST-EMPLOYMENT BENEFITS (OPEB)

State employees become eligible for post-employment benefits (i.e., health insurance) if they reach
retirement while working for the State, are enrolled in the New York State Health Insurance Program
(NYSHIP) (or are enrolled in the State’s opt-out program) at the time they have reached retirement, and
have at least ten years of NYSHIP-benefits-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
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may be amended by the Legislature. The State pays its share of costs on a Pay-As-You-Go (PAYGO)
basis as required by law.

In accordance with the Governmental Accounting Standards Board (GASB) Statement 45, the State
must perform an actuarial valuation every two years for purposes of calculating OPEB liabilities. As
disclosed in Note 13 of the State’s Basic Financial Statements for FY 2013, the Annual Required
Contribution (ARC) represents the annual level of funding that, if set aside on an ongoing basis, is
projected to cover normal costs each year and to amortize any unfunded liabilities of the plan over a
period not to exceed 30 years. Amounts required but not actually set aside to pay for these benefits are
accumulated, with interest, as part of the net OPEB obligation, after adjusting for amounts previously
required.

As reported in the State’s Basic Financial Statements for FY 2013, the unfunded actuarial accrued
liability for FY 2013 is $66.5 billion ($54.3 billion for the State and $12.2 billion for SUNY), a decline of
$5.5 billion from FY 2012 ($5.4 billion for the State and $0.1 billion for SUNY). The unfunded actuarial
accrued liability for FY 2013 used an actuarial valuation of OPEB liabilities as of April 1, 2012 for the
State and as of April 1, 2010 for SUNY. These valuations were determined using the Frozen Entry Age
actuarial cost method, and are amortized over an open period of 30 years using the level percentage of
projected payroll amortization method.

The actuarially determined annual OPEB cost for FY 2013 totaled $3.4 billion ($2.6 billion for the
State and $0.8 billion for SUNY), a decline of $520 million from FY 2012 ($490 million for the State and
$30 million for SUNY). The actuarially determined cost is calculated using the Frozen Entry Age
actuarial cost method, allocating costs on a level basis over earnings. The actuarially determined cost was
$2.0 billion ($1.4 billion for the State and $0.6 billion for SUNY) greater than the cash payments for
retiree costs made by the State in FY 2013. This difference between the State’s PAYGO costs, and the
actuarially determined required annual contribution under GASB Statement 45, reduced the State’s net
asset condition at the end of FY 2013 by $2.0 billion.

GASB does not require the additional costs to be funded on the State’s budgetary (cash) basis, and
no funding is assumed for this purpose in the Updated Financial Plan. The State continues to finance
these costs, along with all other employee health care expenses, on a PAYGO basis.

There is no provision in the Updated Financial Plan to fund the actuarial required contribution for
OPEB. If the State began making the actuarial required contribution, the additional cost above the
PAYGO amounts would be lowered. The State’s Health Insurance Council, which consists of GOER,
Civil Service and DOB, will continue to review this matter and seek input from the State Comptroller, the
legislative fiscal committees and other outside parties. However, it is not expected that the State will alter
its planned funding practices in light of existing fiscal conditions.

LITIGATION

Litigation against the State may include potential challenges to the constitutionality of various
actions. The State may also be affected by adverse decisions that are the result of various lawsuits. Such
adverse decisions may not meet the materiality threshold to warrant individual description but, in the
aggregate, could still adversely affect the Updated Financial Plan.
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UPDATE ON STORM RECOVERY

In August 2011, Hurricane Irene disrupted power and caused extensive flooding to various New
York State counties. In September 2011, Tropical Storm Lee caused flooding in additional New York
State counties and, in some cases, exacerbated the damage caused by Hurricane Irene two weeks earlier.
Little more than one year later, on October 29, 2012, Superstorm Sandy struck the East Coast, causing
widespread infrastructure damage and economic losses to the greater New York region. The frequency
and intensity of these storms presents economic and financial risks to the State. Major disaster response
and recovery activities have been ongoing. In January 2013, the Federal government approved
approximately $60 billion in Federal disaster aid for general recovery, rebuilding and mitigation activity
nationwide, of which New York anticipates receiving approximately one-half. The State expects to
receive $5.1 billion in extraordinary Federal assistance during FY 2014 specifically for Superstorm Sandy
expenses. There can be no assurance that all anticipated Federal disaster aid described above will be
provided to the State and its affected entities, or that such Federal disaster aid will be provided on the
expected schedule.

CLIMATE CHANGE ADAPTATION

Climate change is expected to cause long-term threats to physical and biological systems. Potential
hazards and risks related to climate change for the State include, among other things, rising sea levels,
more severe coastal flooding and erosion hazards, and more intense storms. Storms in recent years,
including Superstorm Sandy, Hurricane Irene, and Tropical Storm Lee, have demonstrated vulnerabilities
in the State’s infrastructure, including mass transit systems, power transmission and distribution systems,
and other critical lifelines, to extreme weather events, including coastal flooding caused by storm surges.
Significant long-term planning and investment by the Federal government, State, and municipalities is
expected to be needed to adapt existing infrastructure to the risks posed by climate change.

FINANCIAL CONDITION OF NEW YORK STATE LOCALITIES

The fiscal demands on the State may be affected by the fiscal conditions of New York City and
potentially other localities, which rely in part on State aid to balance their budgets and meet their cash
requirements. Certain localities outside New York City, including cities, and counties, have experienced
financial problems and have requested and received additional State assistance during the last several
State fiscal years.

BOND MARKET

Implementation of the Updated Financial Plan is dependent on the State's ability to market its bonds
successfully. 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. If the State cannot sell bonds at
the levels (or on the timetable) expected in the capital plan, it can adversely affect the State’s overall cash
position and capital funding plan. The success of projected public sales will, among other things, be
subject to prevailing market conditions. Future developments in the financial markets, including possible
changes in Federal tax law relating to the taxation of interest on municipal bonds, as well as future
developments concerning the State and public discussion of such developments, generally may affect the
market for outstanding State-supported and State-related debt.
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CAPITAL COMMITMENT PLAN

The New York Works Task Force was formed in FY 2013 to assist in the coordination of long-term
capital planning among State agencies and public authorities. Consistent with the long-term planning
goals of New York Works, the DOB formulated 10-year capital commitment and disbursement
projections for State agencies as part of the FY 2013 capital plan. The total commitment and
disbursement levels permissible over the 10-year capital planning horizon reflect, among other things,
projected capacity under the State's debt limit, anticipated levels of Federal aid, and the timing of capital
activity based on known needs and historical patterns.

DEBT REFORM ACT LIMIT

The Debt Reform Act of 2000 restricts the issuance of State-supported debt to capital purposes only
and limits such debt to a maximum term of 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 all new State-supported debt issued since April 1, 2000. The cap
on new State-supported debt outstanding began at 0.75 percent of personal income in FY 2001 and was
fully phased-in at 4 percent of personal income during FY 2011, while the cap on new State-supported
debt service costs began at 0.75 percent of All Funds receipts in FY 2001 and is fully phased in at 5
percent during FY 2014.

The statute requires that the limitations on the amount of State-supported debt and debt service costs
be calculated by October 31 of each year and reported in the Mid-Year Financial Plan. If the actual
amount of new State-supported debt outstanding and debt service costs for the prior fiscal year are below
the caps at this time, State-supported debt may continue to be issued. However, if either the debt
outstanding or the debt service caps are met or exceeded, the State would be precluded from issuing hew
State-supported debt until the next annual cap calculation is made and debt is found to be within the
applicable limitations.

For FY 2013, the cumulative debt outstanding and debt service caps are 4.00 and 4.98 percent,
respectively. As shown in the tables below, the actual levels of debt outstanding and debt service costs
continue to remain below the statutory caps. From April 1, 2000 through March 31, 2013 the State has
issued new debt resulting in $37.5 billion of debt outstanding applicable to the debt reform cap. This is
about $4.2 billion below the statutory debt outstanding limitation. In addition, the debt service costs on
this new debt totaled $3.7 billion in FY 2013, or roughly $3.0 billion below the statutory debt service
limitation.

DEBT OUTSTANDING CAP DEBT SERVICE CAP
(millions of dollars) (millions of dollars)

Dollar Percent Dollar Percent
Personal Income (CY 2012)* 1,041,931 All Funds Receipts (FY 2013) 133,174
Max. Allowable Debt Outstanding2 41,677 4.00% Max. Allowable Debt Service 6,637 4.98%
Debt Outstanding Subject to Cap 37,523 3.60% Debt Service Subject to Cap 3,670 2.76%
Remaining Capacity 4,155 0.40% Remaining Capacity 2,967 2.23%
1 U.S. Bureau of Economic Analysis.
2 Equal to 4 percent of CY Personal Income.
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Current projections estimate that debt outstanding and debt service will continue to remain below the
limits imposed by the Act. Based on the most recent personal income and debt outstanding forecasts, the
available room under the debt outstanding cap is expected to decline from $2.4 billion in FY 2014 to $720
million in FY 2017. This includes the estimated impact of the bond-financed portion of capital
commitment levels included in DOB’s 10-year capital planning projections. Debt outstanding and debt
service caps continue to include the existing SUNY Dormitory Facilities lease revenue bonds, which are
backed by a general obligation pledge of SUNY. Bonds issued under the newly created SUNY
Dormitory Facilities Revenue credit are not included in the State’s calculation of debt caps. Capital
spending priorities and debt financing practices may be adjusted from time to time to preserve available
debt capacity and stay within the statutory limits, as events warrant.

DEBT OUTSTANDING SUBJECT TO CAP TOTAL STATE-SUPPORTED DEBT
(millions of dollars) (millions of dollars)

Personal Debt Outstanding $ Remaining Debtasa % Remaining Debt Outstanding  Total State-Supported
Year Income Cap% Cap$ Since April1,2000 Capacity % of PI Capacity Prior to April 1, 2000 Debt OQutstanding
FY2013 1,041,931 4.00% 41,677 37,523 4,155 3.60% 0.40% 15,011 52,534
FY2014 1,070,620 4.00% 42,825 40,432 2,393 3.78% 0.22% 13,661 54,093
FY 2015 1,127,009 4.00% 45,080 43,639 1,442 3.87% 0.13% 11,940 55,579
FY 2016 1,181,754 4.00% 47,270 46,517 753 3.94% 0.06% 10,560 57,077
FY2017 1,240,533 4.00% 49,621 48,902 720 3.94% 0.06% 9,019 57,921
FY 2018 1,303,500 4.00% 52,140 50,657 1,483 3.89% 0.11% 7,503 58,161
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-Supported
Year Receipts Cap% Cap$ Since April1,2000 Capacity % ofRevenue Capacity Prior to April 1, 2000 Debt Service
FY2013 133,174 4.98% 6,637 3,670 2,967 2.76% 2.23% 2,468 6,138
FY2014 140,932 5.00% 7,047 3,925 3,121 2.79% 2.21% 2,122 6,047
FY2015 143,366 5.00% 7,168 4,211 2,958 2.94% 2.06% 1,563 5,774
FY2016 148,119 5.00% 7,406 4,594 2,812 3.10% 1.90% 1,859 6,453
FY2017 154,010 5.00% 7,701 4,988 2,712 3.24% 1.76% 1,766 6,754
FY2018 155,908 5.00% 7,795 5,328 2,468 3.42% 1.58% 1,711 7,039

DEBT FINANCING CHANGES

SALES TAX REVENUE BOND PROGRAM

Legislation adopted with the FY 2014 Enacted Budget creates a new Sales Tax Revenue Bond
Program which constitutes State-supported debt subject to the Debt Reform Act debt caps described
above. The legislation creates the Sales Tax Revenue Bond Tax Fund, a sub-fund within the General
Debt Service Fund that will provide for the payment of these bonds. The new Sales Tax Revenue Bonds
are secured by the dedication of payments from this fund, which receives one percent of the State's four
percent sales and use tax receipts. With a limited exception, upon the satisfaction of all of the obligations
and liabilities of the Local Government Assistance Corporation (LGAC), the amount of sales tax receipts
directed to this fund will increase to two percent. Tax receipts in excess of debt service requirements will
be transferred to the State’s General Fund.

The Sales Tax Revenue Bonds will be used interchangeably with PIT bonds to finance most of the
State’s capital needs. Based on current projections and anticipated coverage requirements, the State
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expects to issue about $1 billion of Sales Tax Revenue Bonds annually. The first bonds for the Sales Tax
Revenue Bond Program were issued in October 2013.

SUNY DORMITORY FACILITIES REVENUE BOND PROGRAM

Legislation adopted with the FY 2014 Enacted Budget created a new bonding program for SUNY
Dormitory Facilities. The new bonding program is supported solely by third party revenues generated by
student rents. All rental revenues flow to the newly created Dormitory Facilities Revenue Fund held by
the Commissioner of Taxation and Finance as assigned to the Dormitory Authority of the State of New
York (DASNY) for the payment of debt service without an appropriation. Unlike the existing program,
the new program will not include a SUNY general obligation pledge, thereby eliminating any recourse to
the State. Accordingly, such bonds are not classified as State-supported debt for purposes of the Debt
Reform Act. Future SUNY Dormitory Facilities capital needs will be funded through the new credit.
Under this legislation, the existing SUNY Dormitory Facilities lease revenue bonds and associated debt
service will continue to be counted as State-supported debt until they are refunded into the new program
or are paid off at maturity. The first bonds on the new SUNY Dormitory Facilities credit were issued in
August 2013.

SECURED HOSPITAL PROGRAM

Under the Secured Hospital Program, the State entered into service contracts to enable certain
financially distressed not-for-profit hospitals to have tax-exempt debt issued on their behalf to pay for the
cost of upgrading their primary health care facilities. In the event of shortfalls in revenues to pay debt
service on the Secured Hospital bonds (which include hospital payments made under loan agreements
between DASNY and the hospitals and certain reserve funds held by the applicable trustees for the bonds)
the service contracts obligate the State to pay debt service, subject to annual appropriations by the
Legislature, on bonds issued by the New York State Medical Care Facilities Financing Agency and by
DASNY through the Secured Hospital Program. As of March 31, 2013, there were approximately $421
million of bonds outstanding for this program.

The financial condition of hospitals in the State’s Secured Hospital Program continues to deteriorate.
Of the six remaining hospitals in the program, two are experiencing significant operating losses that have
impaired their ability to remain current on their loan agreements with DASNY. In relation to the Secured
Hospital Program, the State expects to pay debt service costs of $13 million in FY 2014, approximately
$30 million annually for FY 2015 through FY 2017, and $17 million in FY 2018. These amounts are
based on the actual experience to date of the participants in the program, and would cover the debt service
costs for two hospitals that currently are not meeting the terms of their legal agreements with DASNY, as
well as the debt service costs of a third hospital that is now closed. The State has estimated additional
exposure of up to $44 million annually, if all hospitals in the program failed to meet the terms of their
agreement with DASNY and if available reserve funds were depleted.

SUNY DOWNSTATE HOSPITAL AND LONG ISLAND COLLEGE HOSPITAL

In May 2011, the New York State Supreme Court issued an order (the "May 2011 Order") that
approved the transfer of real property and other assets of Long Island College Hospital ("LICH") to a
New York State not-for-profit corporation (“Holdings”), the sole member of which is SUNY. Subsequent
to such transfer, Holdings leased the LICH hospital facility to SUNY Downstate Hospital ("Downstate
Hospital™). In 2012, DASNY issued a portion of its tax exempt State Personal Income Tax Revenue
Bonds ("PIT Bonds"), Series 2012D to refund approximately $100 million in outstanding debt originally
incurred by LICH.
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To address the deteriorating financial condition of Downstate Hospital, which has been caused in
part by the deteriorating financial position of LICH, legislation adopted with the FY 2014 Enacted Budget
required the Chancellor of SUNY to submit to the Governor and the Legislature a multi-year
sustainability plan for the Downstate Hospital. Specifically, the legislation required the sustainability
plan to: a) set forth recommendations necessary to achieve financial stability for Downstate Hospital, and
b) preserve the academic mission of Downstate Hospital’s medical school. In accordance with this
legislation, the Chancellor of SUNY submitted the sustainability plan for Downstate Hospital on May 31,
2013, and supplemented the plan with changes in a letter dated June 13, 2013. The supplemented plan
was approved by both the Commissioner of Health and the Director of the Budget on June 13, 2013.
Generally, the approved sustainability plan anticipates: a) a significant restructuring of health care
service lines at University Hospital Brooklyn in order to achieve financial milestones assumed in the
sustainability plan, and supported by State financial assistance from the State Department of Health; and,
b) leveraging the LICH asset value to support the costs associated with Downstate Hospital exiting LICH
operations, while accommodating continued health care services consistent with the needs of the
community.

In 2013, the Judge Demarest (who issued the May 2011 Order) issued, sua sponte, certain additional
orders that could affect the validity of the May 2011 Order. Such orders issued in 2013 are under appeal
and all proceedings before Judge Demarest are stayed pending such appeal. Further, SUNY, together
with Holdings, has issued a request for proposals to provide healthcare services in or around the LICH
facilities and to purchase the LICH real estate. The outcomes of such processes may require the
expenditure of State funds or the defeasance of such PIT Bonds, in whole or in part. There can be no
assurance that the resolution of the legal and financial issues surrounding LICH, including payment of
outstanding liabilities, will not have a materially adverse impact on SUNY.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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FINANCIAL PLAN PROJECTIONS
FISCAL YEARS 2014 THROUGH 2017

INTRODUCTION

This section presents the State’s updated multi-year Financial Plan and the projections for receipts
and disbursements, reflecting the impact of the revisions to the First Quarterly Update Financial Plan
described in this AIS Update. This section includes FY 2013 results and projections for 2014 through
2017, with an emphasis on the FY 2014 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:

o Receipts: The detailed discussion of tax receipts covers projections for both the General Fund
and State Funds (including capital projects). The latter perspective reflects overall estimated tax
receipts before their diversion among various funds and accounts, including tax receipts
dedicated to capital projects funds (which fall outside of 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 certain tax receipts.

e Disbursements: Over 40 percent of projected State-financed spending for operating purposes is
accounted for outside of the General Fund and is primarily concentrated in the areas of health
care, School Aid, higher education, transportation and mental hygiene. To provide a clearer
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, it should be noted that the reliability of the
estimates and projections as a predictor of the State’s future financial position is likely to diminish the
further removed such estimates and projections are from the date of the Updated Financial Plan.
Accordingly, in terms of out-year projections (FY 2015 through FY 2017), FY 2015 is the most relevant
from a planning perspective.
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SUMMARY

DOB estimates that the Updated Financial Plan is balanced on a General Fund cash basis in FY
2014, and leaves projected General Fund deficits that total approximately $1.74 billion in FY 2015 and
$2.9 billion in both FY 2016 and FY 2017. The net operating shortfall in State Operating Funds is

projected at $1.7 billion in FY 2015, $2.7 billion in FY 2016 and $2.6 billion in FY 2017.2

The following tables present the Financial Plan multi-year projections, as well as reconciliation
between the State Operating Funds projections and the General Fund budget gaps. The tables are
followed by a summary of the multi-year receipts and disbursements forecasts.

GENERAL FUND PROJECTIONS
(millions of dollars)

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Results Updated Projected Projected Projected
RECEIPTS
Taxes (After Debt Service) 54,568 57,264 58,476 62,050 65,153
Miscellaneous Receipts/Federal Grants 3,566 3,308 3,595 2,776 2,797
Other Transfers 649 1,071 768 723 726
Total Receipts 58,783 61,643 62,839 65,549 68,676
DISBURSEMENTS
Local Assistance Grants 39,760 40,258 42,598 45,056 47,276
School Aid 17,110 17,290 18,573 19,390 20,519
Medicaid 11,109 11,232 11,391 12,136 12,631
All Other 11,541 11,736 12,634 13,530 14,126
State Operations 7,856 7,568 7,819 8,117 8,214
Personal Service 6,130 5,686 5,852 6,113 6,129
Non-Personal Service 1,726 1,882 1,967 2,004 2,085
General State Charges 4,550 4,922 5,328 5,604 5,873
Transfers to Other Funds 6,794 8,702 8,861 9,682 10,248
Debt Service 1,647 1,646 1,165 1,452 1,345
Capital Projects 916 1,227 1,384 1,400 1,799
Mental Hygiene State Share Medicaid 2,846 1,813 1,338 1,311 1,279
SUNY Operations 340 971 971 971 971
All Other 1,045 3,045 4,003 4,548 4,854
Total Disbursements 58,960 61,450 64,606 68,459 71,611
RESERVES/RESERVED FOR: (177) 193 (25) (21) 13
Prior-Year Labor Agreements (2007-11) (206) (32) 10 12 13
Community Projects Fund (9) (25) (35) (33) 0
Debt Management 0 250 0 0 0
Undesignated Fund Balance 38 0 0 0 0
BUDGET SURPLUS/(GAP) PROJECTIONS 0 0 (1,742) (2,889) (2,948)

® The annual imbalances projected for the General Fund and State Operating Funds in future years are similar because the
General Fund is the financing source of last resort for many State programs. Imbalances in other funds are typically financed
by the General Fund.
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FY 2014 MID-YEAR UPDATE - STATE OPERATING FUNDS PROJECTIONS
(millions of dollars)

FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Results  Updated Projected Projected Projected
RECEIPTS
Taxes 64,932 67,924 69,672 73,883 77,547
Miscellaneous Receipts/Federal Grants 20,141 19,853 20,383 19,542 19,731
Total Receipts 85,073 87,777 90,055 93,425 97,278
DISBURSEMENTS
Local Assistance Grants 58,578 59,696 62,219 64,872 67,289
School Aid 20,163 20,471 21,692 22,514 23,641
STAR 3,286 3,419 3,602 3,704 3,805
Other Education Aid 1,927 2,032 2,091 2,197 2,328
Higher Education 2,629 2,825 2,911 2,994 3,066
Medicaid 15,879 16,230 16,780 17,591 18,248
Public Health/Aging 2,040 2,193 1,997 1,989 1,960
Mental Hygiene 3,602 2,833 3,450 3,967 4,173
Social Services 3,032 2,996 3,050 3,146 3,242
Transportation 4,303 4,739 4,831 4,910 4,995
Local Government Assistance 754 764 769 782 794
All Other 963 1,194 1,046 1,078 1,037
State Operations 17,683 17,844 18,275 18,877 19,185
Personal Service 12,403 12,366 12,642 13,078 13,210
Non-Personal Service 5,280 5,478 5,633 5,799 5,975
General State Charges 6,437 7,058 7,533 7,954 8,287
Pension Contribution 1,601 1,982 2,256 2,418 2,446
Health Insurance (Active Employees) 1,720 1,824 1,945 2,060 2,232
Health Insurance (Retired Employees) 1,409 1,491 1,531 1,651 1,788
All Other 1,707 1,761 1,801 1,825 1,821
Debt Service 6,138 6,060 5,805 6,482 6,783
Capital Projects 8 11 5 5 5
Total Disbursements 88,844 90,669 93,837 98,190 101,549
Net Other Financing Sources/(Uses) 4,283 2,848 2,105 2,052 1,625
NET OPERATING SURPLUS/ (DEFICIT) 512 (44) (1,677) (2,713) (2,646)
RECONCILIATION TO GENERAL FUND GAP
Designated Fund Balances: (512) 44 (65) (176) (302)
General Fund 177 (193) 25 21 (13)
Special Revenue Funds (736) 297 (95) (204) (268)
Debt Service Funds 47 (60) 5 7 (21)
GENERAL FUND BUDGET GAP 0 0 (1,742) (2,889) (2,948)
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ECONOMIC BACKDROP

THE NATIONAL ECONOMY

The persistent weakness that has plagued much of the current recovery has continued into the third
guarter of calendar year 2013. A measure of unexpected interest rate volatility may have been
inadvertently introduced by the Federal Reserve in the wake of its June 19, 2013 meeting. Anticipation of
when the Federal Reserve would start to “taper” its long-term asset purchases resulted in an
approximately 40 basis-point increase in the 10-year Treasury yield within a period of less than three
weeks. By early September 2013, the 10-year yield was nearing its highest levels in over two years.
Higher long-term rates had a substantial impact on the highly interest rate-sensitive housing market
recovery, with mortgage applications falling 86 percent in the third quarter of 2013 after a 21 percent
decline in the second quarter of 2013. As a result, both residential housing construction and real
household spending appear to have weakened more in the third quarter than anticipated in the First
Quarterly Update forecast.

The 16-day Federal government shutdown and the uncertainty engendered by political wrangling in
the nation’s capital are expected to reduce growth during the fourth quarter of 2013. In contrast, real U.S.
export growth has recently been stronger than anticipated, supporting the possibility that the global
economy bottomed out earlier this year, while the drag from Federal fiscal policy and the Congressional
sequestration should diminish by early 2014. Equity markets are at record highs and gasoline prices are at
near-term lows. Due in part to these factors, DOB’s outlook for stronger growth in the coming calendar
year remains unchanged. Real U.S. GDP growth of 1.5 percent is now projected for 2013, followed by
growth of 2.4 percent for 2014.

Consistent with weaker domestic final sales growth, recent employment gains have also been lower
than anticipated in the First Quarterly Update to the Financial Plan. Private sector job growth has been on
a downward trend since the end of 2012, but that trend accelerated in the third quarter of 2013. Average
monthly private sector job gains fell from 212,000 in the first quarter of this year to 190,000 jobs in the
second quarter and 129,000 in the third. The largest contributors to the deceleration have been
professional and business services and leisure and hospitality. As a result, downward revisions have been
made to employment growth for both 2013 and 2014. Employment growth of 1.6 percent is now
projected for both 2013 and 2014.

Consistent with weaker job growth, estimated growth in wages and total personal income for the
current year and next year have also been revised down, although weaker growth in wages is expected to
be partially offset by stronger growth in some of the non-wage components of income, such as
proprietor’s and dividend income. Growth of 2.8 percent is estimated for both wages and personal
income for 2013, with growth accelerating to 4.5 percent for both measures in 2014. The relatively large
swing in income growth between 2013 and 2014 reflects the shifting of income from 2013 into 2012 in
advance of increases in the two top Federal marginal tax rates at the beginning of this year.
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Recent U.S. Private Sector Employment Gains
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The euro-zone economies appear to be stabilizing, leading to an upward revision in real U.S. export
growth to 2.7 percent for the current year. However, uncertainty surrounding domestic demand is
expected to restrain private business spending by even more than anticipated in the July update forecast.
Real growth in private nonresidential fixed investment has been revised down to 2.4 percent for 2013.
With growth expected to remain weak over the near-term, the Federal Reserve is likely to delay the
tapering of its long-term asset purchases into the first half of 2014 and will not start to raise its federal
funds rate target until early 2015. With gasoline prices at their lowest levels since the beginning of this
year and the overall outlook for inflation remaining moderate, the central bank has room to maintain its
accommodative stance well into the near future. The growth in consumer prices for 2013 remains at 1.5
percent for 2013, but it has been revised down to 1.8 percent from 2.1 percent for 2014 in anticipation of
continuing low energy prices.

The response of financial markets to the timing of Federal Reserve “tapering” presents a significant
headwind to national economic growth in 2014, particularly given the lack of experience on which to
draw. Energy prices continue to be volatile and present both upside and downside risk to the household
consumption forecast, as do home and equity price growth. Finally, the cost to the economy of the
government shutdown remains uncertain, but the preliminary evidence is not encouraging. With the
battle over the Federal budget and the debt ceiling pushed back to January and February 2014, displays of
political gridlock represent substantial risk to economic activity in early 2014.

DOB’s economic outlook calls for weaker growth for the current calendar year than was projected in
July, followed by substantial improvement in 2014. However, there are significant risks to this forecast.
The budget sequester is estimated to have had a substantial negative impact on the labor market and could
result in a larger decline in government spending than anticipated in the coming months, resulting in a
greater loss of government jobs or private jobs related to government procurement. The global economy
is expected to improve, but emerging market growth remains slower than in the earlier phase in the
recovery. Slower export growth than expected could negatively affect growth in U.S. corporate profits,
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investment, and jobs. In contrast, faster global growth than expected could result in a faster upturn in the
demand for U.S. exports.

U.S. ECONOMIC INDICATORS
(Percent change from prior calendar year)

2012 2013 2014
(Estimated) (Forecast) (Forecast)

Real U.S. Gross Domestic Product 2.8 1.5 2.4
Consumer Price Index (CPI) 2.1 1.5 1.8
Personal Income 4.2 2.8 4.5
Nonagricultural Employment 1.7 1.6 1.6

Source: Moody’s Analytics; DOB staff estimates.

THE NEW YORK STATE ECONOMY

The State economy has performed well in the context of a challenging national and global economic
environment. New York’s private sector labor market remains strong, continuing to exhibit robust
growth in professional and business services, private educational services, and tourism-related leisure and
hospitality services. However, New York has not been entirely immune to the national slowdown.
Private sector employment growth of 1.4 percent is projected for the 2013 calendar year, followed by
growth of a similar pace for 2014. These growth rates represent marginal downward revisions from July,
but remain above historical averages.

In contrast with recent private labor market trends, public sector employment is expected to continue
to decline well into 2014. The ongoing downsizing of both the finance and government sectors has been
contributing to unusually weak income growth over the past two years. In advance of Federal tax
increases at the start of this year, a sizable magnitude of wages, dividends, and capital gains were
accelerated into the fourth quarter of 2012. Consequently, it is more instructive to view State income
growth on a fiscal year basis rather than on a calendar year basis. Weaker growth of 3.8 percent is now
estimated for the State fiscal year in progress, but offsetting that revision is stronger growth in the non-
wage components of personal income. On balance, personal income growth of 3.7 percent is now
projected for FY 2014, followed by growth of 4.9 percent for FY 2015. These projections represent only
marginal revisions from the First Quarterly Update Financial Plan forecast.

NEW YORK STATE ECONOMIC INDICATORS

(Percent change from prior State fiscal year)

2012-13 2013-14 2014-15

(Actual) (Forecast) (Forecast)
Personal Income 2.9 3.7 4.9
Wages 3.0 3.8 4.5
Nonagricultural Employment 1.2 1.1 1.2
Source: Moody’s Analytics; New York State Department of Labor; DOB staff estimates.

All of the risks to the U.S. forecast apply to the State forecast as well, although as the nation’s
financial capital, the volume of financial market activity and equity market volatility pose a particularly
large degree of uncertainty for New York. Recent events have demonstrated how sensitive markets can
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be to shifting expectations surrounding Federal Reserve policy. The resulting market gyrations are likely
to have a larger impact on the State economy than on the natio