2012-13 EXECUTIVE BUDGET &

New NY Transformation Plan...the next step
Governor Andrew M. Cuomo

January 17, 2012



2012-13 Executive Budget & Reform Plan

1. Budget Plan

2. Economic Development
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3. Reimagining Gov't

= Reform Plan
Relief

5. Education Crisis



1. Financial Plan i
Balancing the Budget




Good work we did last year is paying
dividends this year
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This year's budget is refreshingly straightforward



Last April, we reduced the deficit and made real
cuts



Last December, we needed to do tax reform to

stimulate the economy
And we didn't want to decimate important

programs



We cut middle class taxes
To the lowest rates in 58 years



We also made management changes
throughout the year



1. Financial Plan

Livens

4% 4%
2.2% 2%,

Education Medicaid SUNY/CUNY  Spending Cap

S-2b

Deflclt




1. Financial Plan

Therefore...



1. Financial Plan

How do we close the deficit?



1. Financial Plan

We continue the principles we established
last year



1. Financial Plan

We are going to do an honest & disciplined budget
* No sale of state assets
* No one shots

* No new fees
 No new taxes



1. Financial Plan

We are going to demonstrate

Fiscal Discipline
Real Reform
Entrepreneurial Government



1. Financial Plan

Begin by bringing honesty to the budget
process



1. Financial Plan |

Last year we talked about using reality-based
budgeting as opposed to Albany-based
budgeting for two of our largest areas:
Medicaid and Education



Outside Albany, deficit nermally means the
difference between revenues and actual costs




In Albany, deficit has meant the shortfall
to get to unaffordable increases




1. Financial Plan

Last year we eliminated the unsustainable 13%
annual increases in Medicaid and Education
spending



1. Financial Plan

Medicaid and education spending make up
50% of the total state budget



1. Financial Plan

This year the “deficit” exists, in part, because
there are still other growth inflators in the law



1. Financial Plan

And the formulas that are operating are not tied to

Performance, outcomes or better serving the people



1. Financial Plan

Two Step Plan

1. This year we will eliminate all automatic
Inflators

2. Next year we will add performance and
cost indices



1. Financial Plan

Closing the §2 billion budget deficit |

Scheduled Actual

% increase increase Savings
State Agency
Operations 4.5% FLAT $1.3b

State Agency Operations are: NPS spending (technology, contractual
services, rent/lease expenses), debt service costs, healthcare costs



| 1. Financial Plan

Elosing the §2 billion budget deficit ,

2013 %

2012 (proposed) Increase  Growth

OAG $162m $162m FLAT FLAT
OCA $2.5b $2.5b FLAT FLAT

0SC $139.4m  $139.4m FLAT FLAT



1. Financial Plan

Local Aid

2013 %
2012 (proposed) Increase  Growth

Medicaid $15.3b $15.9b  $614m 4%



1. Financial Plan

Local Aid

2013 %
2012 (proposed) Increase  Growth

Education $19.5b §20.3b  $805m 4.1%



1. Financial Plan

Local Aid

2013 %
2012 (proposed) Increase  Growth

AlM $715m $715m FLAT FLAT



1. Financial Plan

Local Aid

2013 %
2012 (proposed) Increase  Growth

TANF Basic
Assistance S539m S566m  $27m 5%



1. Financial Plan

Local Aid

2013 %
2012 (proposed) Increase Growth

Public
Assistance $1.3b  $1.317b S17m 1.3%



1. Financial Plan

Closing the §2 billion budget deficit ,_

Scheduled Actual

% increase increase Savings
TOTAL
Aid to Localities 3.9% 2.6% $756 million

Aid to Localities includes AIM, STAR, TANF and TAP



| 1. Financial Plan

Elosing the §2 billion budget deficit

Scheduled % Actual
increase increase Savings
State Agency Operations 4.5% FLAT $1.3b
Aid to Localities 3.9% 2.6% $756m

Total S2b



| 1. Financial Plan

2013
2012 (Proposed) ~ Change % Change

State Operating
Funds 987b %88.7b  S17b  19%

All Funds $132.7b $1325b  -$225m  -0.2%



All Funds Past 3 years

$134.8b

$132.7b $132.5b

2011 2012 2013




This year...

The budget is manageable, the reform proposals
will be more of a challenge



2. Economic Development




2. Economic Development

(: How does government spur private
sector job creation in a down economy while

limiting spending and maintaining fisca
discipline?




2. Economic Development

A: Creative public/private sector

partnerships that leverage state resources &
assets to generate billions in economic
growtn




2. Economic Development




+ 515 billion in infrastructure
+ S4 billion for convention center

+ $2 billion for Javits transformation

+  $2billion for energy highways
+ S1billion from gaming
+  STbillion for Buffalo

525 billion in state, federal & private economic
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NY Works Fund/Infrastructure

Step 1. Accelerate selected infrastructure
projects with maximum economic impact




NY Works Fund/Infrastructure

Step 2. Desien Build legislation will save at least _T’k i ps
a year in time and reduce costs by hundreds of FESEE RS-
millions of dollars =




NY Works Fund/Infrastructure

1. Improve more than 100 bridges

2. Repair 2,000 miles of roads

3. Finance uperades to 90 municipal water systems
4. Improve 48 state parks & historic sites

5. Repair 114 flood control projects




NY Works Fund/Infrastructure

State 1.3 billion $723m new capital
$600m existing capital accelerated

2. Economic Development

Federal 1.7 billion Combination new and accelerated federal aid
(e.g. dam & municipal water systems)
Authorities | 65 bjllion New Tappan Zee Bridge

63.23 billion | Existing capital accelerated
(e.g. NYSERDA & PA)

S770m To complete the MTA capital plan*
Private 53 billion Leveraging new private investment

TOTAL |$15 billion
*Note that MTA was also held harmless for the reduction in the payroll tax (5250m annual approp. by NYS)




New Convention Center
at Aqueduct Racetrack

Phase 1

3.2 m sq ft of convention
center space; 1,000 hotel
rooms

(all on existing land)
(requires expansion of racino
operations)

Phase 2

1/2m sq ft of additional
convention center space;
2,000 hotel rooms

2. Economic Development




New Convention Center

at Aqueduct Racetrack

TOTAL:
54 billion pvt investment
S0 state




Javits Transformation

Master plan 18 acres to
revitalize NYC's West Side;
similar to Battery Park City




Javits Transformation

TOTAL

$2 billion pvt sector development
50 state




Energy Highways

Establish the Energy Highway Task Force; will

issue RFP and hold conference to report (ﬁ

options to the Governor by June 1to bid and

build new Energy Highway r
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Energy Highways
W—
TOTAL P
$2 billion private commitment TG

S0 state




2. Economic Development

Casino Gaming

Constitutional Amendment
to legalize casino gaming




2. Economic Development

(asino Gaming

TOTAL

$1billion projected revenue

S0 state

(combine Racing and Wagering &
Lottery to develop
new gaming oversight body)




91 Billion for Buffalo Economic Development

Invest 1 billion to bring business back
to Buffalo to address chronic poverty
and population decline




$1Billion for Buffalo Economic Development

Private Sector 95 billion potential
Activity
State $100m booked from the state

(575m in capital & $25m in
funds) annually for 2 years

Allocation of $800m based on
plan

2. Economic Development




State Federal Private Other Total
NY Works Fund CST3m | 7 . %

i (5600m accelerated) ! i i authorities

Convention center

Javits transformation

Energy highways

Buffalo om0 S0
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Total state, federal & privatei
economic activity

§15b | $1.7b | $12b



3. Reimagining Government




3. Reimagining Gov't

SAGE effort...

We must address the very foundation of
government



3. Reimagining Gov't

1/3 of the state budget goes to service providers




3. Reimagining Gov't

140,000

providers across numero s agencies under different
rules and standards



3. Reimagining Gov't

Our government hasn’t been designed

IT EVOLVED



Governor Al Smith's 1927 Reorganization of the Executive Branch
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3. Reimagining Gov't

There are thousands of programs

Every year dozens more are passed
With no rhyme or reason



3. Reimagining Gov't

The programs never go away
of programs increase, # of personnel

decrease




3. Reimagining Gov't
Reevaluate State Programs eimagining Gov

SED ""“-~~.‘I

13 agencies administer 91 job training programs



3. Reimagining Gov't
Reevaluate State Programs

SED
SUNY
CUNY

' Job Training

Department of Labor alone administers 40 job training programs



partment of Labor administers 40
3ining programs alone

3. Reimagining Gov't
Reevaluate State Programs

-

-

:

Housing and Community Renewal runs 40 housing programs



3. Reimagining Gov't

We must reevaluate the functions of
government across agencies



3. Reimagining Gov't

SAGE on Steroids

Will submit a plan to eliminate hundreds of
redundant and obsolete programs to the
Legislature this year



3. Reimagining Gov't

Second, we must cap and control administrative
costs and executivec ompensation



3. Reimagining Gov't

Range of Administrative Costs in
Lovernment Contracts

R T




| 3. Reimagining Lov't

Range of Executive Compensatlo



3. Reimagining Gov't

For Example

 Downstate Early Intervention/Special Ed Provider funded
by 99% public funds ($19m annual revenue)

e 93.3 million in administrative costs

o CEO0 comp $2.2 million+51 million shareholder
distribution from accumulated profits



3. Reimagining Gov't

Healthcare Redesign

Medicaid Redesign Team has been successful in

reforming our healthcare system to perform better
and cost less



3. Reimagining Gov't

Healthcare Redesign

Must continue by enacting the Health Exchange
No cost to NY—fully funded by the

federal government



3. Reimagining Gov't

Healthcare Redesign

Must continue by enacting the Health Exchange
1 million uninsured New Yorkers will gain
coverage



3. Reimagining Gov't

Healthcare Redesign

Must continue by enacting the Health Exchange
Will reduce costs to individuals who
purchase coverage directly by 66% and
small businesses by 22%



4. Mandate Relief




andate Relief

Mandate Relief

Everyone wants it in concept, except nobody
wants to do It...



date Relief

Medicaid Relief

Currently, Medicaid is a major cost driver for
counties



ate Relief

Medicaid Relief

Remember: the local Medicaid program is $8b



4. Mandate Relief

Medicaid Relief

To provide relief, in 2005, the state capped the amount
of growth the counties had to pay annually

~ 35%cp | 325%cp 3% cap |




Medicaid Relief

50 counties have 2% property tax cap and 3%
cap on the growth of Medicaid



date Relief

Medicaid Relief

This year we will go further...
We will phase in taking over growth of Medicaid

over 3 years to hold counties harmless



Medicaid Relief

State pays 100% of year-to-year Medicaid
growth for counties

2012-13  2013-14  2014-15 &015-16

County Pays % of G
vedicaidcromth | 390 2% 1% (

00

Cost to the State/ S61 million $187 million  $370 million
Benefit to the County



Medicaid is the
reform

1 mandate,

Mandate Relief

2 IS pension



date Relief

Pension Reform

We can no longer sustain the current pension
system...



$7,000

$6,000

$5,000

2009-10  2010-11
Source: NYS Division of the Budget

$4.5b

$3.4b
$2 3b
$2,000
$1,000
50

2011-12

$5.2b

2012-13

4. Mandate Relief

Annual Increase of Pension Costs for Local Governments & Schools
185% increase from 2009-2015

55.9b

2013-14*
*projected

2014-15%



: ) Relief
We must create a New Tier VI

Voluntary option for Defined Contribution—follows
TIAA CREF-type model

- The employee vests in system after 1year instead of 10 years

—- Portable plan



ief

We must create a New Tier VI

= Plan will have progressive contribution rates--4, 5 &
6%

® Share in risk/reward for employees & employers to
account for market volatility

" Ends pension abuse by excluding overtime and other
payments from final avg. salaries



. ate Relief
We must create a New Tier VI

5 0 /0 cheaper than Tiers 3 & 4



We must create a New Tier V

No current union employees will be affected
These are future union employees v.

overburdened taxpayers today



- Relief
We must create a New Tier VI

Our responsibility is clear:
Let's do pension reform in this budget



5. Priority Mission: Education




5. Education Crisis

Crisis in education
Education has become more about the

business interests than the students’
interest



5. Education Crisis

Crisis in education
Reform movement is shifting focus onto the

student rather than the industry



5. Education Crisis

Crisis in education
And student achievement rather than

industry funding as a measure of success



' ' 5. Education Crisis
Change thinking: L P

Performance for the student
Performance for the taxpayer



Change thinking:

From ! To
=T LU ot oA A Fan L e o ) : AP

Process Results

Grad rates/test results

;

:
System ¢ Individual
Salaries/pensions f

Bureaucracy Student




5. Education Crisis

Last year we began to change the

education funding paradigm
Created competitive grants based on

performance



5. Education Crisis

This year we will include additional
funds for our competitive grants



$805m Increase Under School Aid Growth Cap

$265m Expense-Based School
Aid Increase




5. Education Crisis

Crisis in education
In 2010 the federal government ran

Pres. Obama’s Race to the Top _
program which required real teacher
evaluations & we won $700m




5. Education Crisis

Still, to this day...
There is no teacher evaluation system



5. Education Crisis

758 school districts
0 evaluation systems adopted



5. Education Crisis

2010 Teacher Evaluation Law
hasn't worked



5. Education Crisis

We could lose $700 million in federal funding
Would almost erase the entire $800 million

state aid increase



This is a CISIS
We must aCt



5. Education Crisis

Most important...

It's the right thing to do



5. Education Crisis

Taxpayers should get what they pay for
Highest per pupil spending in nation/highest

property taxes in the nation




5. Education Crisis

Students deserve the best education
NY ranks 38™ in graduation rates

3 N 7R Q;.,f‘




5. Education Crisis

Teachers deserve the best input & help when

they need it , |
& rewards, I;gguses and incentives
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5. Education Crisis

Currently, lawsuit between unions and SED has
stopped SED from implementing an evaluation system



5. Education Crisis

Step 1. SED and the unions must end the lawsuit and
finalize development of a real evaluation system based on
student achievement, classroom observations and student
feedback that also includes: (1) incentives for gooc
performance (2) objective data for statewide comparison
of districts and (3) fair and certain promotion and dismissal
criteria and proceedings




5. Education Crisis

If not completed in 30 days we will propose
an evaluation system in our 30-day budget
amendments



5. Education Crisis

Step 2. Local school districts must then
implement the evaluation system



5. Education Crisis

If evaluation system is fully implemented by

individual districts:
By September 1, 2012, districts would be

eligible for bonus points for competitive
performance funding



5. Education Crisis

If evaluation system is not fully implemented by

individual districts:
By January 17, 2013, districts would be

ineligible for state aid increase (4%)



5. Education Crisis

If evaluation system is not fully implemented by
individual districts:
No Race to the Top money



Equation is simple:

No evaluation no money







5. Education Crisis

If we are serious about education we
have no choice



In closing

This is a pro economic growth strategy
based on fiscal discipline, real reform

and entrepreneurial government to lead
us to...



A New NY








