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CBC PROPOSES 12-STEP PROGRAM TO END NEW YORK STATE’S
ADDICTION TO EXCESSIVE SPENDING AND DEBT

New York, NY — May 30, 2006 — The Citizens Budget Commission (CBC) today
proposed a 12-step program to end New Y ork State’ s longstanding addiction to excessive
spending and debt. New York's spending has grown 6.3% annually since fiscal year
2000, far outpacing the cost of living. New York’s Medicaid program is the most
expensive program in the nation both in total and per beneficiary terms a a cost per
person enrolled in the program that is 75% higher than the national average. New York’s
total debt, which CBC recently tallied for the first time ever, has reached an estimated
$230 billion in borrowing by state and local governments and their authorities.

The 12 proposals in this program emerged from a two-day statewide conference of 120
civic, business, labor, and government leaders from across the state, organized by CBC
and held last month in Westchester County. All four of the current candidates for
Governor addressed the conference, which convened © set priorities for budget reform,
debt reform, and realignment of state and local fiscal responsibilities. The event was a
sequel to the 2003 CBC conference that produced The Palisades Principles and iswidely
credited with triggering much of the recent public clamor to fix Albany.

Conference participants voted in order to identify the reform options that they thought
were most important. This 12-step program is composed of the four highest vote-getters
in each of the following three categories:

State and L ocal Fiscal Responsibilities

Problem: New Y orkers pay the highest State and local taxes but do not get the best public
services. This high tax burden is disproportionately placed on local governments rather
than the State and is driven by four key factors. a highly expensive and unusual Medicaid
mandate; more limited and less targeted school aid; costly pension mandates imposed by
the State on local government; and State regulation of collective bargaining that
constrains local managers.

Necessary Steps:
> Medicaid — Further reductions in mandated local costs beyond those generated by the
3% cap on local growth



» School Aid — Redesign STAR and other school aid programs to better target poorer
districts

* Penson Reform — Revise the current defined benefit systems for future workers
through a combination of changes, such as raising the minimum retirement ages,
increasing the employee contribution, eliminating inclusion of overtime in benefit
calculations, and eliminating variable supplements for uniformed workers

# Medicad — Lower expenditures by eliminating long-term care eligibility loopholes
that extend benefits to middle-class beneficiaries.

Debt Reform

Problem: New York State has too much debt. Its obligations will require current and
future taxpayers to bear a burden that creates a competitive disadvantage with other
states. Not only is the absolute amount of New York’s debt high, but the burden is
excessive even after accounting for the State’ s relatively large tax base and other relevant
factors, such as the division of responsibility between state and local governments and
unfunded pension liabilities. The core issueisthat New Y ork has no effective legal limits
on the amount of debt it can assume and has used debt for the wrong reasons—to cover
operating deficits. The State’ s public authorities, which also issue debt backed by specific
project revenues and serve as conduit borrowers for certain nonprofit and for-profit
entities, have been used to circumvent debt limits.

Necessary Steps:

P State Funded Debt — Discontinue issuance of State funded debt to cover operating
deficits

P> Project Revenue and Conduit Public Authority Debt — Integrate authorities' proposed
capital investments with the State’s capital plan to prevent inefficient use of what-
should-be scarce capital resources

> Project Revenue and Conduit Public Authority Debt — Make authority debt issuance
subject to more rigorous financial review by an enhanced Public Authorities Control
Board or by the Divison of Budget that includes additional public scrutiny of
proposed debt issuances

> State Funded Debt — Reduce the State's reliance on long-term State funded debt by
lowering capital spending and/or increasing pay-as-you-go financing as a share of
total capital spending.

Budget Reform

Problem: The New York State budget process lacks timeliness, transparency,
accountability, and fiscal responsibility. For democracy to work New Y orkers must know
what their elected representatives are doing and be able to hold them accountable for their
choices. Thisisnot aways the case for New Y ork State's budget.

Necessary Steps:
» Enhance accountability by preparing more extensive multi-year financia plans
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Enhance transparency by enforcing and building upon new requirements for reporting
by public authorities

Enhance transparency by requiring that lump-sum appropriations, sometimes used for
pork barrel spending, be subject to sunshine provisions and by making the awarding
of these funds meet specific program criteria to promote more effective use of public
resources

Enhance transparency by publishing the adopted budget in a format similar to the
Executive Budget.
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A full list of the reform options on which the conference participants voted, as well as
background information provided to them prior to their voting, is available online at
www.cbcny.org The background information is contained in the following “issue brief”
documents. State Versus Local Fiscal Responsibilities: Why and How Should the State
Sop Passing the Buck to Local Governments?; Debt Policy: How Can New Yorkers
Protect Their Children From An Excessive Debt Burden?; and Better Budgets. What
Does it Take to Have Budgets That Are On-Time, Understandable and Balanced? A full
summary of results from the conference is contained in Counting the Votes: What Are the
Next Seps for Fiscal Reform?

“New York has an addiction to spending and debt that must be brought under control in
order for New York to afford needed public services,” said CBC President Diana
Fortuna. “Efficiency should be seen as enabling compassionate public services, not
undercutting them.”

“These reforms reflect the views of |eaders from across the State,” said Elizabeth Lynam,
CBC’s Deputy Research Director. “They should inform the public discussion and debate
that unfolds during this election year.”

Founded in 1932, the Citizens Budget Commission is a nonpartisan, nonprofit civic
organization devoted to influencing constructive change in the finances and services of
New York State and New York City governments.



