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Effect of New York State Fiscal Year 1981 Budget
Proposals on New York City's Financial Plan

I.

Al

IT.

STATE AID TO EDUCATION

Proposed State Budget for State Fiscal Year 1981
assumes a 2% reduction of education net support.
(The City's Plan currently assumes $948 million
of net support.)

Effect on NYC Financial Plan

New York City will lose approximately $19 million
in Board of Education net support (a "budget balancing™
revenue) during City Fiscal Year 1980.

Proposed State Budget for SFY 1981 considers an

additional $103 million in State aid to education.

(a categorical grant).

Note: Several figures have been mentioned for this
additional aid, ranging from $62 million to
$103 million.

Effect on NYC Financial Plan

New York City will gain additional State aid of as
much as $103 million for education, primarily for
special education expenditures, during CFY 1981.

STATE PER CAPITA AID

Proposed State Budget assumes a "cap' on Per Capita
Aid beginning with SFY 1981 of $481 million. (An
additional $37.5 million may be forthcoming from the
State if Federal revenue sharing is continued at
anticipated levels.)

Effect on NYC Financial Plan

New York City could lose $92 million in unrestricted

State aid during CFY 1980. If Federal revenue

sharing 1s continued after the current expiration date

of September 30, 1980, the additional $37.5 million

could come in either CFY 1980 or 1981. The State

Per Capita Aid "cap" effectively eliminates any

potential growth in this unrestricted revenue. The

"cap" will cause shortfalls in New York State un-
restricted aid as contained in the Plan of $152 million,
$134 million, and $168 million, respectively for FYs 1981-8"
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IIX. STATE CATEGORICAL AID: WELFARE

The City may have overestimated the FY 1980-1983
projections of increased State welfare grants
for Medicaid.

Effect on NYC Financial Plan

State categorical grantsg for welfare in FYs 1980-
1983 may decline by $3 million, $12 million, $10
million and $10 million, respectively, with no
corregponding reductions in expenditures.

Iv. OTHER STATE ACTIONS

A, Medicaid Appeals and Rate Adjustments:

HIHC's Plan assumes receipt of $110 million during
FYs 1980-1981 from appeals, and significant new
revenues resulting from increased rates for
certain reimbursable programs. (Preliminary
indications from the NYS Budget office are that
both the increased rates and the revenue from

the appeals are reasonably firm.)

B. Budgéet-balancing Aid, Cost Assumptions:

Further unrestricted, or budget-balancing aid,
and assumption of costs by the State may be
negotiated prior to adoption of the State
budget in order to compensate the City for
losses in State aid elsewhere, but again, no
gspecifics are available.

OVERALL TIMPACT OF PROPOSED STATE BUDGET (preliminary)

The reduction in education net support of two percent
affecting the City's Plan in FY 1980 (and probably recurring
thereafter) will be offset by the increase in categorical
education aid by the State of $103 million in CFY 1981.
However, the net support pilece of State aid has historically
contributed greatly to budget balancing revenues, while the
categorical aid (the $103 million) is earmarked to offset
increasing special education costs. Coupled with the cap
on NYS Per Capita Aid, the City is losing the kinds of
intergovernmental aid it needs most - namely, the kind with
"no strings attached”. Although further negotiations with the
State will occur in order to cover the "holes" produced by the
State budget proposals, these developments must be viewed in
terms of the attainability of the additional Federal and State
aid assumed by the City's PEG ($170 million in 1981, and $410
million in 1982 and 1983). These assumptions are not backed up
by City "standby" programs.







