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The Division of Budget (DOB) has released the State Financial Plan for the enacted budget. The 
proposed budget faced a $6 billion funding gap. The onset of the COVID-19 pandemic increased 
state spending by hundreds of millions of dollars.  In addition, the planned shutdown of the 
economy to stop the spread of the virus is projected to reduce state revenues considerably in state 
fiscal year 2021, with the expectation that these revenue shortfalls will continue through 2024.   
 
According to the enacted State Financial Plan update, the gap that will need to be closed in 2020-21 
is now $13.3 billion, a 14 percent gap increase   from what was projected in January.  The gap 
closing plan includes a series of actions adopted in the budget, plus a series of yet to be defined 
actions that primarily stem from the enhanced Executive budget authority granted to the Governor 
to cut the budget as necessary in order to bring the Financial Plan into balance.  
 
Clearly, this Financial Plan update provides a roadmap for how the COVID-19 will challenge the 
State’s economic situation for years to come. Those challenges, in turn, will test the budgets and 
operations for governments at all levels in New York. If our experience recovering from the Great 
Recession is any indication, then we are at the beginning of a long process that will likely be very 
painful, with stops and starts, and much unpredictability that clouds exactly where this roadmap 
will take us next. This is all unprecedented.   
 

• $8.2 billion – Cuts in Aid to Localities – Recurring 
o This could include across-the-board and targeted cuts as needed to bring the 

financial plan into balance – these cuts are anticipated to be recurring according to 
the Financial Plan. These cuts could be offset if state revenues come in higher than 
projected or if additional federal aid is provided that can be used to replaced lost 
state revenues. More detail is provided below. 

• $2.2 billion - Medicaid Redesign Team II - Recurring 
o This includes a wide variety of funded cuts and program reforms, with more than 

two-thirds of the full annual savings coming from eligibility and other changes to 
long term care ($1.05 billion), hospital reforms and funding cuts ($304 million), 
transportation rate changes and reforms ($217 million), and across-the board 
reimbursement reductions of 1.5 percent ($298 million). Due to adjustments in the 
financial plan, spending re-estimates and shifting payments between fiscal years 
most of these savings are effectively zeroed out, but the cuts have been enacted into 
law. 

•  $1.2 billion – School Aid – Partially Recurring 
o The budget leverages new federal resources to lower state general fund support for 

school aid. These federal funds provide direct and indirect fiscal relief for the state. 
• $1.65 billion – State Agency Operations – Partially Recurring 

o This includes yet to be defined savings ($1 billion), deferring the scheduled pay raise 
for the state workforce for 90 days ($65 million), not paying social security taxes 
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through the end of 2020 which is allowed under the CARES Act ($670 million – 
these taxes will be repaid interest free in two installments in December 2021 and 
December 2022). Deferring the payment of social security taxes through the end of 
2020 may be something for counties to consider for cash flow/liquidity purposes. 

• $293 million – Debt Service – Partially Recurring 

• $1.45 billion – eFMAP Resources – Non-recurring 
o The 2nd federal stimulus bill included a 6.2 percent increase in the federal medical 

assistance percentage (FMAP) during each quarter when the federal public health 
emergency is in place – the budget assumes two quarters of this enhanced federal 
Medicaid match.  These funds provide direct and indirect fiscal relief for the state.  

• $853 million in Other Resources – Non-recurring 
o A combination of prior year balances and other resources 

 
There were additional costs included in the adopted state budget that offset some of these savings 
including legislative member items, funding restorations to proposed cuts, and the rejection of 
certain revenue raisers proposed by the governor. 
 
Cuts in Aid to Localities 
The Executive was granted enhanced authority in the budget to control costs when the budget is 
out of balance. The release of the Enacted State Financial Plan verifies, based on DOB projections, 
that the budget is out of balance and spending reductions can be triggered.  
 
How Cuts Can be Applied 
Under this authority, reductions “…shall be done uniformly across the board to the extent 
practicable or by specific appropriations as needed.”  This provides the Executive some discretion 
in applying spending cuts.  The Financial Plan highlights this flexibility by emphasizing that certain 
program areas may not be included in across-the-board cuts, and restorations made by the 
legislature and legislative spending adds may not be fully funded. There are at least $180 million in 
such additions and restorations to the budget that could be targeted, including individual member 
items to specific entities and programs, VLT restorations, extreme winter weather funding, among 
other items of importance to counties. 
 
The Timing of Spending Reductions 
The budget defines three measurement periods where cuts can be implemented under the 
enhanced budget authority:  
• April 1, 2020 to April 30, 2020  
• May 1, 2020 to June 30, 2020  
• July 1, 2020 to December 31, 2020 
 
What is Protected from Reductions? 
The following appropriations are protected from spending cuts, by law:  

• Public assistance payments for families and individuals and payments for eligible aged, 
blind and disabled persons related to supplemental social security;   

• Any reductions that would violate federal law;   
• Payments of debt service and related expenses for which the state is constitutionally 

obligated to pay debt service or is contractually obligated to pay debt service; and   

• Payments the state is obligated to make pursuant to court orders or judgments 
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Impact on Counties 
Most items are not explicitly protected from cuts. However, the Executive has discretion in what is 
included in the across the board cuts. The magnitude of spending reductions can change 
dramatically as items are exempt from across the board reductions. The Financial Plan highlights 
that if school aid and Medicaid are left out of across the board cuts, then remaining Aid to 
Localities spending would have to be slashed by 40 percent to 50 percent to fill the projected gap. A 
50 percent decline in state aid to the counties outside of New York City would equal about $1.5 
billion. For the average county, state aid is about 15 percent of their total revenues (this ranges 
from about 7 percent to 26 percent). 
 
If all Aid to Localities spending is included in across the board reductions, then the cuts would be 
between 20 percent and 30 percent per line item. A 30 percent decline in state aid to the counties 
outside of New York City would equal about $930 million. 
 
In the gap closing presented in the updated Financial Plan, State Agencies are slated for a 10 
percent reduction.  
 
The Financial Plan recognizes the severity of these cuts and states that spending reductions may 
“…materially and adversely affect the financial position of the MTA, The City of New York, and 
other localities.”  
 
The Legislature’s Role in the Spending Reductions 
When a cut is triggered, the Executive must notify the Legislature 10 days in advance and allow the 
Legislature to offer their own plan, if no plan from the Legislature is provided, then the Executive’s 
cut proposal will be implemented.  The updated Financial Plan indicates a detailed list of spending 
reductions will be provided to the Legislature shortly after the State Comptroller releases the April 
cash position in May.  
 
Can Spending Reductions be Avoided or Restored 
Spending cuts could be restored in whole or in part if one or both of the following happens:  

1. Actual tax receipts in State Operating Funds is 98 percent of the budgeted amount through 
February 28, 2021; or   

2. The federal government provides aid that the director of the budget deems sufficient to 
reduce or eliminate the imbalance in the General Fund for fiscal year 2020-2021 and does 
not adversely impact the budget gap in fiscal year 2021-2022.  These full or partial 
restorations will only occur if the budget director also certifies that all required payments 
for state fiscal year 2020-21 will be made, including tax refunds, and state reserves are equal 
to what they were at the start of the state fiscal year. 

 
The Multi-year Impact of the Pandemic 
The updated Financial Plan is projecting a multi-year economic impact from the pandemic and 
they currently believe the downturn will be deeper and the recovery will be longer than that of the 
“Great Recession”.  The $13.3 billion 2021 shortfall will grow and the cumulative shortfall through 
2024 is projected to be $61 billion.   
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Projected Fiscal Gaps Stemming from the Pandemic 
 
After COVID Enacted Budget    2021 Exec. Budget Pre-COVID   
   2021 - $13.3 billion          2021 - $6.1 billion              
   2022 - $15.8 billion          2022 - $7.5 billion              
   2023 - $15.7 billion          2023 - $8.5 billion              
   2024 - $15.5 billion          2024 - $8.9 billion              
   Total - $61 billion    Total - $31 billion              
 
Key Economic Statistics from the Enacted Financial Plan 

• The COVID-19 trough on GDP for New York could be -11.5 percent, compared to about   -7.0 
percent during the Great Recession 

• Unemployment could average above 11 percent in New York for the next 12 months 

• SFY 2021 Personal Income Growth is projected to decline by 2.2 percent compared to an 
estimated increase of 3.5 percent in 2020 

• SFY 2021 Wages are projected to decline by 7.2 percent compared to an estimated increase 
of 4 percent in 2020 

• SFY 2021 Nonagriculture Employment is project to decline by 7 percent, compared to an 
estimated increase of .8 percent in 2020 

• Finance and insurance sector bonuses are expected to decline 50.4 percent in SFY 2021.   
 

Estimated Changes in Major State Taxes 
Total state taxes are expected to decline by 8.9 percent in state fiscal year 2021, stay flat in 2022, 
and then rising by 5.1 percent in 2023. Receipts will not return to 2020 levels until 2024 based on 
assumptions in the Financial Plan.  
 
Within the Consumption/Use Tax category, the state is estimating that their share of sales tax will 
decline by 15.5 percent in state fiscal year 2021, and rise by 8.5 percent in 2022, before settling on 
more normal returns of 3.4 percent in the following years. Sales tax collected by the state differs 
from a typical county’s collections because of the items they tax (no tax on clothing under $110, flat 
8 cents per gallon of gasoline, and they collect tax in New York City which relies more heavily on 
restaurants, energy distribution and hotel accommodations for sales tax).  
 
The state also projects a decline in commercial gaming revenues of 45 percent during state fiscal 
year 2021. 
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