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Ageanasy Program Plowming and Budget

April to Mid-Sept.

Bureau and tnstitution
heads prepare their
Budget Rejueets (spring).

Governor'a Polioy Letter
{Pudgst call-lettar)
{tesued to agency heads
with guidelinee for pre-
paring Budget Requesta.

Agencies review bureau
requeste (siermer):

- Review by divieion
headn;

« Bequeeta submitted to
agency budget offices

for analyotis;

- Budget review confer-
ences;

- Finmal decteions by
agency keads and final
preparation of agency
Budget Requests.

rkad

Aaview by Divieion of ths

P

NE¥ YORK STATE EXECUTIVE BUDGET TROCESS

Mid-Sept. to Mid-Dec.

Agenoies aubmit Budget
Requsoate to DOB {firet
Nonday after labor Day).

> Preliminary review of hudget

Requeots:

Analyeis by Budget

examingra of:

-- Program fisoal require-
mente and budget
Justifications;

-~ long~term trends;

-~ Comparative data, wz%}e
agencies supplying new
data as regqussted.

Budget exominers conduct
informal hearinge witk
agenoies (Sept.-Ocot.);

Budget Director oconducts

formal hearings (Oot.-Nov. )]

Budget examinere svaluate
hearings and o further
Justifications; make final
raoormendations;

Pisoal analysis estimate
e {tures and reverucs
and prepare dlternative
finanoial plans.

>m'.ml review and policy

-submitted to Legislature

Hid-Dee. to Mid-Jan.

formulation:

- Poliey recommendatione
by Budget Direotor;

~ Policy decieione by
Govermor;

- Finmoial plan
recommendations by
fiscal analyete;

- Finanoial plan formu-
lated by Govermor and
Budget Dirvzetor;

- Budget Meseage written

and preas briefing held.|:
Deficiency Budget Bill fory.

current fiscal year

fearly January).

Mid-Jan. to April

Pansage of Deficiency
Budget by both houses.

Covernor submite
Erecutive Budget
dooument and swpporting
Budget Bills to
Legislatura (mid-January
or February 1):

- Analyeie by fiscal
comitteece;

~ Publio hearinge;

- Paseage by both housea

Covernor submite Five-
year Projeotion of
Revenues and Expenditures

Passage of epeoial appro-
priation bills aponeored
by legislators and
revigwed by DOB, with
reoommendatioris esnt to
Govsrnor.

Fisoal year begins
April 1:

- Budget execution
begins --segregations, BB
allocations, transfers,. B
{ntercharnges.

Governor submits Supple-

mental Budget:

- Analysis by fiscal
committees;

- Passage by both houses
(any tims before O
adjourrment ). o
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MESSAGE OF THE GOVERHOR

APPENDIX 1V
THE BUDGET PROCESS

New York Stste’s budpetary process offers a prime
example of an cxecutive budget system. The Governor is
requered by the Swate Constitution to seek and coordinate
requests from agencies of State government, to develop a
“oomplete”” plan of proposed expenditures &nd svailable
revenues (3 “‘balanced budget™) and to submit to the
Legislature & budget snd the appropristion bills and other
legisiation required to carry out the budgetary
recomemendations. The Governor 15 also required by the
Stptr Finznce Law 0 manage the budget through
sdfmmetrotive actions during the fiscal year.

The Staie's fiscal year begins each Apnl 1 and continues
for 1] months through March 31. The actual “‘budpet
cycie.” however, reprssenting the time between early
budget preparation and lasi-minute disbursements, begins
some 9 manths esrlier and lasts approximately 27 months—
umtil the expiration of the State Comperoller’s guthority to
honor veuchers agamst the previous year's appropriations,

Agesty Suice! Preparation
The budge: cycle begins in late June or early July when
the Budget Diroctor issues s policy memorandum-—the *call
letter” —t0 gpency heads. The call leter outlines, in gencral
terms, the Governor's priorities for the coming year, alerts
the agrney heads to anticipaied fiscal constraints and informs
spencier of the schedule for submitting eoguests to the
Budget Division. In short, the call lerter signals the official
stant of the budgetary process.
Preparation of the budpe: request wili vary from agency
to agency, reflecting size, complexity and internal practice.
Typically, however, budget development begins at the
program of subdesartmentsl level, with staff prepanng
mdividual propram requests guided by the call letrer and
following the instructions sex forth by the Division of the
Budges 1n 3 Bodger Request Manual By late August, as
& rode, the final program package it 2ssembled and approved

Divigies ¢f ike Bodget Beview

in accordance with the schedule ovtlined in the call Jetter,
rgencies submat ther budget reovssts shortly afier Labor
Day 1 the Dévision of the Bodget, wnh copies 10 the
legislative fiscal committoes. Withmn the Budpet Division,
examanation units snalyze the raquests of apencies for whose
budgets they are ohimately responsible. Examiners may
seck adduinnal mformation from the agencies, snd often
hold ““informal™ hearings 1o clanfy agency requests and
seek 2 more precise definttion of agency priorities.

in November . the Budper Director conducts 3 senies of
oonstizutionatly required “formal”” budpet hearings, giving
the agency heads 3n opportunity 10 present and discuss their
budges requests and giving the Budper Division and the
Governor's staff 2 formal *on-the-record”” opportunity to
rRise critical questions on program accomplishments, policy
issnes. long-ranpe requirements and pajorities. As provided
m the Constiiyion, representatives of the legisiative fiscal
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commitiees may participate in the hearings. After ihe
hearings, the Budget Division staff transforms agency
requests into preliminary budget and personnel targer
recommendations which are reviewed in detail with the
Director. The staff will aiso prepare the approprisiion bills
and any other legislation required to carry out the
recommendations saf forth in the Executive Budge:.
Concurrently, the Division's fiscal saff is reassessing
economic projections, investigating possible changes in the
revenue structure, analyzing treids in Federal farding, and
preparing the financial pian that describes and forecasts the
State’s fiscal condition. In recent years the financial plan
has been prepared both on a cash basis and on the basts
of pencrally accepted accounting principies (GAAP)
By mid to late December, the Budget Division will
normally have completed this initial recommendation
prooess on both the revenue and expenditure side and Budget
stafl prepares the tables and the narrative (the “‘budge:
story™'} that accompanies each agency budget end the
description and forecasts of individual revenue sources.

The Gavemor's Decisions

The Governor and his immediate staff, who are also
preparing his annual Message to the Legistature (the **State-
of-the-State’’ message which he presents soon afier the
Legisiature convenes in January), will be conversant with
the budget throughout its development. The Governor thas
keeps up-to-date on changing economic and revenue
forecasts and makes sure that program priorities have been
clearly understood and are reflected in the budget. Based
on the most current reading of the economic and fiscal
enviroamen!, the final Executive Budget recommendations
are formulated in a series of sessions between the Budpei
Director and the Governor. These sessions focus, naturally.
on major issies and may lead to revisions in sigmificant
parts of agency budgets. At the same timz, the Governor
completes his Budget Message, setting forth his perspective
on the coming year and discussing his priorities and maijor
recommendations for changes in policy, program, revenue
or admizistration that will have a significant impact on the
State Financial Plan.

Legisistive Action

In mid-January—or, following a gubernatorial etection
year, by February 1-—the Governor submits his Executive
Buodget to the Legislature, along with the related
sppropristion, revenue and other budget bills concerning
State operstions, aid 10 localities and capital projects. A
five-year projection and more extensive discussion of the
State’s capital program is sulmitted under separate cover
with the Executive Budget,

The Governor also submits with or without commenmtary
the budget requests of the Legistature and the Judiciary.
As required by the Comstitution, these are incorporated in
the budget unaltered. The jegislative fiscal committees—
Senste Finsnce and Assembly Ways and Means—then
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analyze spending proposats and revenue estimates, holding
public heanings on mzjor programs and seeling information
21 deemed necessary from Lhe staffs of the Budget Division
and other State agencies.

Except for the budgets of the Legislature and the
Judicisry, the Legisiature may not alter an appropriation
bill except to eliminate an item or reduce the amount
recommended. It may, however, add items separate and
distinct from those included in the original bill submitted
by the Governor. The appropriation bills, except for those
adding #tems or providing funds for the Legislature and
Judiciary, become law without further action by the
Governor. Tne Governor must approve or disapprove all
or parts of the appropriation bills covering the Legislature
and Judiciary and may disapprove items added to his original
bill. As provided in the Constitution, the Legislature may
override the Governor's veto by the vote of two-thirds of
those elected 10 exch house. The passage of the appropriation

Al0s

bills-—covering St Operations, Aid o Localities, Canntal
Projects, Debt Service and the Legislature and Judicrary—
provides a lega! foundation for the dishursesmen of funds
during the new fiscal year that begins on April §

At this point the budpet proczss eaters 5 new phase.
budget execution. As a first step, the Division prepars
**certificates of allocation™ informing the Swar Comptrodier
that he may sstablish accounts as specified in e conificme
and honor vouchers drawn sgxinsi the acconn.

In addition, threughout the year the Drvigion kaeps close
watch on the flow of revenue and paners of expenditore
against its projections, and incorporates these i» guaryerly
updates of the financial plen which zrz provided w ge
Legisiature, as required by law, in April. Jaly. Ocwober
and January. These become the basis of fmancial
management during the fiscal year, and may alert doth the
Governor and the Legislature to potentisl problems =
maintaining budget balance as the vear uniolds.

) Vo . H
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APPENDIX ¥
FMARCIAL TERMMOLOGY

The Accounung. Finsncisl Reporung and Budget
Accoumaiility Reforms Aal of 1981 introduced a new
dimension to New York's firaacial scoounting and reporting
pracuces—the use of generally accepted accounting
principies {GAAP), With ine enactment of this reforn, New
York now preserus its State Financial Plan and Executive
Budgo: both on the waditional ‘‘cash’” basis and in
eccordence with GAAP. Swte sccounting and financial
reponmg are aiso required &0 be in accordance with these

The GAAP svastem carnes » umique sef of accounting
eomcepts and definstioms and. in some instances, revises the
mesnings of fmancial terms familiar 1o those acquainted
- with the cash-based systzm. Becsuse of these difierences

b defimmion. ths financiad terminclogy section explains each
method of accounting independently, and how each works
S'.?Jﬁ“ ‘?ﬁp@mmm JCCOUNKIng tYSiem now opersting in

SUNEETS

hmmwrfmmxmmfm s broadly to the structure
ng procezs of the constitutiona! system of eling in
New York Swte, which vmwm ix:t?ﬁsmd
responsibilicy for budge formulation, presentation and
execution in the Governor. More specifically, the term
refers to the Governor's constituticnally mandated annual
submission to the Legislature containing his recommended
program. expressed m dullar terms, for the forthcoming
fscal year,

This arnual submisxion it 1 overail plan of recommended
appropriabions. crpenditures and cash dishursements (see
sppropristiae, expemditores and Gisdersemests, below)
DECERSATY 10 CArTY ot e program, logether with estimates
of revenues and cash receipts expected 1o be available to
suppon thesr expenditures and disbursements. The State
Consitution requires, whers necexsary to achseve a balanced
budger, explicit recommendations for changing the current
Tevense structure and Jegislation to immplement any such
recommendations (see Paancist Plan and Fscal Year, helow).
_ Pursuamt @ the Constitotion. the Governor must
meorporete in the Executive Bodger submission,
EFpPropnizbiods to the Judiciary and the Lepisiature (which
are 5 part of the Exeantive branch of Siste government)
s propossg by them, although he may recommend changes
& such appropristions.

The Constinstion requires submission of the Budget on
or before the third Tuesday sfter the first Monday in
January. except in years following gubematorial elections,
whes it must be cubmitiad by February 1.

- Ampendmants to Se Budget: Under the Constitution the
Lovernor may amend or supplement the Executive Budget
within 30 calendar davs after its submission or. with the
conseat of the Legiclature 21 any time before the close of
the session. These revisions, additions or delerions refist
FREpOTSES 10 new situstionz or conditions that arise after

the Executive Budget is prepared or corrections of the
Executive Budget,

Supplements! Budpst: Following negotistions between the
Governor and the legisiative leaders, a legmiative
supplemental budget bill may be introduced that reflects.
in pan, the Governor's recommendations. The term
Suppilsg:lmm Budge! refers to this type of submission. As
& multiple-appropristion measure, it is subject 1o #am v
by ﬂ!gl: (:omee “;t:m vats, below). et e

3ures: An appropriation bill ma

also be submitied through the regular legislative pmacs{
(i.e.. it may be introduced by one or more legislators or
by a legislative committec). However, the Legislature muss
act upon the Governor's constitutionally mandsted
appropristion biills prior to acting uwpon any other
appropriation bills (unless the Governor certifies the need
for immediate passage of another appropriation bill.
pursuant to his constitutional authority to issue s ““Message
of Necessity'"). Such other appropriation measures are
subject to veto by the Governor.

FRIANCIAL PLAN

The Director of the Budget is designated by statute to
&ct on behalf of the Governor in exercising certain of the
GQW'S constitutionally prescribed responsibilities. The
Division of the Budget, headed by the Director of the
Budget, prepares a financial plan for cach fiscal year, which
sets forth for such year the Governor's projections of State
revenues and expenditures, and of Stzte receipts and
disbursements, that would result from legislative adoption
of xhc Executive Budget recommendations. A revised
ﬁmmalplgnmmtbembmiﬁcdasmaspmxiahiuﬁa
the Executive Budget is enacted. This plan, which is the
basis for administration of the State's finances by the
Division, must be updated quarterly.

RSCAL YEARS

The State fiscal year runs from April 1 through March
31. The Federal fiscal year runs from October 1 through
September 30. The calendar vear is the fiscal vear for all
New York counties and towns and for most cities, while
New York City and independent school districts in the State
operate on July 1— June 30 fiscal years. For most villages,
ﬂye_ frscal year runs from June 1 through May 31. Other
cities and viliages in New York State have varying fiscal
years (see the State Comptroller's annual Spacial Report on
Hunicipal Aftairy).

HAN BUDGEY FUNDS -

Ganeral Fand: This is the major operating fund of the State.
It receives all State income not earmarked for the support
of & particular program or activity and not specified by law
to be deposited in anather fund. $tate Income for New York
financial plan purposes has consisted of moneys deposited
10 the crednt of the Ganeral Fund during the fiscal year from

Al05
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ourrem revenues {taxes, fees, cenzin Federal grants, and
eiscelianeous receipts including certan repayviments of State
wbvances) and fransfers thereto. General Fund income
finances dishursemients from its two operating accounts,
the Local Assistance Account and the Stale Purposes
Accoumt, snd transfers therefrom to other funds.

The Lecyl Assistensy Account finances:

—State grants to, or State expenditures on behalf of,
coupdies, cities, towns, villages, school districts, and
other local entities;

~Cerain contractas! payments to localities;

~-Certain advances for reimbursable costs (sec sdvances,
below), and

~Cerain financial assistance to individuals and nonprofit
organizations.

The State Perpusss Account (inances:

—Salaries and nonwage compensation for most State
employers,

—Oeher operatingcosts of State agencies, the Legislature
and the Judiciary;

—General State charges. These are fixed charges,
masxlated by statute or count decree, for which the State
is lizble. They intiude pensions; health, dental and

optical benefits; social security payments on behalf of

State employees; employee benefit programs; court
judgments; assessments for focal improvements; and
taxes on public lends;

—~Czriain contractual payments, including some

contractual pavments to localities;

—Certain financial assistance to individuals and nonprofit

organizations,;

—Certain advances for reimbursable costs; and

—Interest payments on tax and revenue anticipation notes

{TRANs}, bond anticipation notes (BANs) and BANs
issued in the fonn of commercial paper.

The General Fund, as reporied by the State Comptrolier
in his annual GAAF financial statements, also includes the
revenues and expenditures of funds budgeted as internal
service and enterprise funds and certain special revenue

Special Bevenuz Funds: These funds account for State
receipes of specific revenue sources, legally restricted in
use to expenditure for specified purposes. This
governmental fund type is divided into two classifications
tn New York State — State special ivvenue fuads and Federd
special revene2 funds, An example of a State special revenue
fund is the Conservation Fund. An example of & Fodera!
special revenue fund is the Department of Health and
Human Services Fund. While thie earmarked revenue fund
is treated ac a State special revenue fund for cash-basis
budgeting and reporting purpases, it is combined with the
General Fund for purposes of GAAP-basis budgeting and

ing.

Capital Projects Fend: This fund, together with all other
funds within the capital projects fund type. finances:

—Planning, land acquisition, construction and equipinen:

costs auributable to: highway, parkway and rail
preservation projects; ouidoor recreation and
environmental conservation projects; buildings and

other capital facilities required by vanoeas Swute
depariments and agencies;

~—Aid payments to local governmental units and pubie
authorities tn help finance the followiag types of capnal
programs: highway, parkway, bridge;, man
transportation; aviation; port development: comsmmey
college: senior college: community and Siate mental
health; outdoor recreation: Staie-mssisted bousing: and
environ mental quality;

—Advances for capital construction costs reimbursabse
by public authorities, instrumentalives of the Stz the
Federal government, or local povernments:

—~—Bonded State spending. and

~Spending from Federal capital grams,

Dedt Service Funds: All tax-financed State ded service on
long-torm debt and lease-purchase or other comractusl
obligation payments are paid from debt service funds. which
account for the accumulation of mency for, and the peymes
of principal and interest on, general lonp-ierm dedn. Lease-
purchase paymeets for State University, Heakh, snd Mental
Hygiene fecilities and for highway constrection,
reconstruction, reconditioning and preservation purposes
under contreciual sgreements with public muhorines are
also paid from funds classified as deidt service fonds.

Tax Stabilizstion Reserve Faad: Prior o the 1982-83 fund
reclassification, two operating funds, the Local Axsistence
Fund and the State Purposes Fund, bad correspondime
reserve funds for ihe stabilizsiion of tax revenaes. Al the
end of each fiscal year, any unexpesded balsace in either
of these operating fundds, within cortain lomins, was
transferred to its complememary reserve fund  Either

“reserve fund could be drawe upon cnly 1o moet unanicietd

deficits in its respective opersing fund.

Under 198] legislation, the acrivities of these funds are
sccounied for in the General Fund. in July 1984, the Staer
Purposes Tax Stabilization Reserve Fund and the Local
Assistance Tax Stubilization Reserve Fund were combinad
in a single Tax Stabilization Reserve Fund Tha fund
receives any General Fund cash surpluses oxisting 2t vear
end, up to 3 maximum contributios of 8.2 percem of sota
General Fund disburszrnents. The reserve fund sonmoe
exceed 2 percent of General Fund dssbursements for the
fiscal year. Any General Fund surpies afier the reserve
contribution may be used for Siate wax redoction or may
be carriad over into the succseding fiacal year,

Cash sssets of the Tax Stabilizstion Reserve Fund are
available on a cash flow hasit © finence Genersl Fond
disbursements duning the fiscal vesr, bt mest he
reconstituted, in cash. by March 31 of anv fiseal vear

NOTE: For 2 discussion of the complete fund wrocmsre

of the State, see ** Accoursmg Terms Relaed %0
Generaily Accepwad Accowmmg Principies ™

APPROPEIATIONS, OBUIGATIONS, EXPENIFTURES AMD
RELATED TERMS
An 2pproprisBie s 3 tatutory suthorization sgairs whick
expenditures may be made during » gpecific e fiscal vear,
and from which @shorsements (see S3derzamals, helow;
may be made, for the purpases designatad, un 10 the sisted
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oo e o U e Comiton. a0 o et e
period (ziso see W "*t;mgﬂ than & two-year ;or nogpc;sonai seTvice, Of maintenance undistribuied, o
APPropraton. are sethoreemra.. - ‘ of capital projects for all State 5 - » I
i spond. Expentin ;;’ mrgm:;cmr than mandates,  agency (either for iseif alone, gre ':: l;’;;;?;fd:mg;mw
generally du nor, equal the s bl s need m(,fand one 0r more other agencies) for 4 smtcd'purm tmaa‘d
which they are made, simce foae thog me" ﬂF‘fa abon from — specifying maximum smounts that may be spent b Qm:tz
- O i v e m\:f@ mount of the Rgency (or agencies) for specific activities or mmiséua}
Preopration is usually spent within the f objects of expenditure. Such Eppropriation cannot be

i pertams isee ]
Manﬂmm(mm.

made for personal service

EW “Wﬁ,‘;lm‘amf a”!:' :emm is 2 legisiative enactmen st continues

T ma % . ; . . . b .
the four fol ;}i« ;rg'lmmmr o w are classified inone of  thay wg::ld mlm:;?;cﬁlppmegc%;ﬁramm;mm
-—Sinte . This ot . eappropriations are common? ir ;o)
cgury relates 1 appropristions funds and capital projects that mm‘l;‘ pmm m:dc?m m;:

for the operation of State i ‘ :
source  For  exampts sgencics. regardiess of fund 1o completion over 3 span of several years. Funds for capytal

‘ ‘ - @n agency may have ’ '
appropriztions i s e °E Projects are customarily recommended &
erent furd types, and from amounts sufficient to cover the total tsri::::g, cr:;? ::’t:;é:

many different fands (or 1
‘ | wggmlgm :nhz‘n fur::s’){srand ph:gsc {such as land acquisition. design, construction snd
peraton - gorzed te oquipping). As contracis within cach phase are negdtia*:d
—AH 10 Locatities. Thie category  inclug . portions of the capital construction appropriati ted,
o e : 3 udes atl  obligated. However, e i ool fo e
. S for aid to focatgrer. regardiess of fumy » expenditures are made only o meet

the actual costs incurred A «
progresses. a5 each phase of the project

: i An sbigstion is 2 commitment (such as
e ‘ ‘ e a contrac
o ‘ : atrom | mpuzkl purchase order) to spend against a given tppmpri:i?o: ’
Spetructk hemmnfmﬁ mehh fless ¢ _souree. An encumbrance provides a mechanism for reserving all
fond oo, b, Comfasex  ““Capital 1"7«)3%:5S et 858 ora portion. of an appropriation for future ex iture.
A m:m&pmn ‘m,!ml’mmnu - iening into & contract usually requires en encupﬂl'admmc’ iy
mm mma.fmmm somegory EPProprintions amgough the funds will be expended or disburs:; er 2
o obication et o e o0 e R period of several months. Encumbrance accountin mﬁt;
wmmmmm!iwhm nndlc : management control to prevent spending exces
At g o S munici authorized appropriations. £ e of
WMWMM! nymmfwmﬁ uversity, gmm. A camyever is the balance of an appropriation (which has
projects {construction not been repealed or reappropristed) against which h;h‘] s
@ itiming ;nd orons gvethl;ccg ;r;:;med butf nol disbursed rcniajning at the ‘etﬁ
m‘ cuing. mmmw —on o _ year for which it was i
" m:m - ismumdmm 'w}m — Disbursements may be made against such ba!?rgmr::;ei
mzwmm;gmmwmm o o Tua iI¢-  Septemnber 15 of the following fiscal tqui e
ey e st o r £ 11scal year to liquidate any
S xoond Lokets wore enacied and for whichthe costs A lapsed appropristion ;
mddmmdwmmﬂmi able spending authorizations. It might expired and a shich ool
be o m} h ¥ppropriztion snticipsied to  incurred. An
be taade: ch‘ €. Of provide a BIW eppropristion to finance :
R SXIEng or anticipated Habilwy fo

t ! ppropriation which
gaxnsx‘w.mchlaobligations <an no lo;gerhl:cé
appropniation lapses for encumbrance purposes
at the cfosg of the fiscal yeas (March 31) if it is not
repappropriated for the succeeding fiscal vear.

m::‘sn EXECUTION AND CONTROL
expenditure celing is a limitation gency
X placed on an & ’
by the Director of ndicate the maximum dollar
c::mm below) that the
rremt-year riati
= . . subfund or account, T IO
A mpawmmtyydnwcmwujfof tha:s‘lm’ ous § o srector of the
agency, authority . fund ., pubiic benefit corporstion i o |
Feadaai‘ 5mm that murst be reimbursed by ‘ Y
: RCEs 2re mads from the Capital Pros d i
P ‘ 7 i Projects Fund  of the two | v i
: 28 the oo of caprat o ¥ s Fmd 0 legislative fiscal committees.
public authorities, Seaze agencies of bocalities, » DmmA %&mﬁxf Wminstmmcm e
g o and guthorization
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for g ageney to meke cerlain firancial transactions. These
transacuions nclude slogstions or segregations,
apportionments, and nterchanges:

—An aliocation or sepregation is an suthorization to make
expenditures from appropriated funds for specified
purposes, activities or objects. It is used as a control
device for sppropristed funds (c.g.. quarterly
sllocations), and to distribute lump-sum appropriations
within Stair sgencies.

- An sppertionment it an action taken {o transfer part of
an appropristion from one Statc agency to another,
when such & transfer has been authoriced in an
approprietion sct, or from cestain  lump-sum
eppropriations for sll agencies to specific agencies.

—An interchange is the movement of funds by certificate
w increase 87 decrease the funds for any item within
the same Program of purpose appropriation schedule.
For the General Fund, the amounts appropriated to a
depariment of agency may also be interchanged among
such programs or purposes schedules extep! that the
total smount appropriated for any given program or
purpese may not. in aggregate, be increased or
decreased via interchanges by more than 5 percent of
the firgt $5 million, 4 percent of the second §5 million,
and 3 percent of amounts in excess of $10 million.

Capitsl iterchanges or translers of amounts between
appropristions within the Capital Projects Fund are
permitted when the following structure exists:

~{ne or more comprehensive construttion programs (CCP),
which may or may not relate 10 agency programs or
other organizational arrangements;

—A grouping of appropristions info one or more purposes
within CCPs, which purposes may or may not relate to
other agency orgenizational arrangements;

-—{ne or more sppropriations or projects in each purpose.
Some appropriations have ‘*project schedules'” that list
institutions or projects for which construction work
will be done.

Imterchanges between items in a project schedule or
transfers between appropriations, whether between items
within a **project schedule,*’ between appropriations within
the same purpose and the same CCP, or betwern
appropriations having different purposes, must be
accompanied by a certification of need and availability of
funds. Interchanges between iftems within a *‘project
schedule” do not require certification where the
eppropriation states that schedule amounts are estimates and
are interchangeable among the various projects.

For capital projects, a certificate ¢f approva! of avallshifity,
issued by the Director of the Budget in accord with an
sppropriation, authorizes the Staie Comptrolier (o encamber
and/or expend funds, to the extent required. for specific
projects or phases of projects.

- A certificats of transter authorizes the transfer of a specified
sum of rmoney, within available limits., from an
appropriation for a piven capital project to one for another

ACCOUNTING TEAMS RELATED TO GEXERALLY ACCEFTED

ACCOUNTING PRINCIPLES (BAAR)

Generally Ascepted Acccunting Principies {GAAP) for
governments set forth uniform minimum sandards and
guidelines for financisli accounting snd reporting &
promulgated by authoritative national standard-setung
bodies, primarily the Natiomal Council on Governmersal
Accounting (NCGA); its auccessor, the Governmemtal
Accounting Standards Board (GASB). and the Amenican
Insiitute of Certified Public Accountargs (AICPA). NCGA's
Suatement One — Governmental Accounting and Fmnancial
Reporting Principles,”” published in 1979, and succeeding
statements (reaffirmed by GASB) are the mosi widsiy
recognized source for authoritative guidence. The defimition
that follow are based apon **Statement One,™* although the
accounting terms defined here do not always correspond
to traditional usage of the same or similer terms in New
York State budgeting. '

Accounting is the process of discovering, recording.
classifying and summarizing financial information w
produce financial reports and provide imteraal conrol. A
governmental accounting system should makz it possibie
to: {a) present fairly and with full disciosure the hnancial
position and results of operstions of the funds and accowm
groups of the governments! unit; and (b} desermine anc
demonstrate compliance with finance-relmed logal and
contractual provisions.

Generally accepted accounting principics require tha
government resources be mocoumed for M separaw
subentitics, calied funds, based upon the purposss for which
they are 1o be spent and the means by which spending
type and by individual fund, rather than comsoidated
reporting for the government 86 & whols.

Section 70 of the State Finence Law establishes seven
fund types into which all funds of the Stae are Classified
the General Fund, special revenue funds. capital promects
funds, debxt service funds. enzerprise funds, merna) servioe
funds, and fiduciary funds.

These fund types are grouped into thrae broad siagses
Most governmental operations are accousted for
or commercisl activities are accounted for in Faprietary
Funds (which inclode enterprise and internal service funds,
When 3 government holds funds in trust or s an sgen: for
individusls or organizatons, such sctivity & racorded in
Péucisry Fents.

Depending on the purpose of 3 fond. the scoounng
treatment vanex a8 o what is recordsd and when
Acoounting  for povernmental fonds concemtrsiss om
measuring the sources and uses of “svailable spendabic
resources. Accourding for propriczsry funds r more Hiw
commercial accounting and CONCEIXrates O measoring e
total cost of providing serviess {including detraciston:

The accturting Mmessurement 90wt refers 10 the SOCHEBNNL

capital project within the same agency, or the transfer of  eonvention that determines vl ix messored (1 e e

operating funds between units of a single agency, or the
transfer of positions (with funds appropriated therefor) from
one program to another within the same agency.

asseis and hebibvres zre incinded on an enun s dalance
sheet! and the presence on 1ix aperzting suatemes of siiher
“fmancial fow” mformatoen {roverndy and expendiares
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or “‘cspital mantenance’ information (revenues and
expenses). (See spending measurement focus, below.)

The basis of szcounting refers 1o the sccounting convention
that detzrmines whes revenues and expenditures or expenses
are recognized in sccounts and reported in financial
stutemenss.

The cesh basis of sccounting (the State's traditional
method) recognizes transactions only when cash changes
hands gnd does not recognize for reporting purposes such
fiems a5 accounts receivable, eccounts paysble or other
scoruals,

The soovesl basis of sccounting recognizes revenues when
they become both **measurable’ and *‘available to finance
expenditures for the current periet.”

GAAP require modified accrust accounting for all
governmental funds apd expendable trust funds. Under a
medified accrual system, expenditures are recognized when
the refated fund Lisbiligy is incurred, with certain exceptions
for inventories. prepayments, sccumulated unpaid employee
benefits, and principal and imerest on long-term debts.

To iltostrate the differences in whe! is measured: under
the ““financizl flow " measurement concept, the purchase
of & $25,000 truck would be reported as an *‘expenditure”’
essasemeny comeept, the -expenser of th trock would

, the "‘expense”” of the truck would
bcrqn@d:swmdmuwmﬁn life of the truck, or

as deprecinted.

To diustrate the differences in when things are measured:
when & purchase order for the mmuck is issued, funds would
be “encumbered” or “‘obligated’’; when delivery of the
trock is accented, # Lability to pay would be acknowledged
by recording an “‘expenditure”’; and when a check is
mmmfnnd: are *disbursed.*

: ®3 are decreases in aet Snanclsl resources, or hend
“balance, while expentes are decreases in 2t total agssts, or
m,;mg represent the total cost of operations (including
depreciation) during a periad, regarciess of the timing of
reiated expenditures. Distorzements are cash payments,

_ Receipts are cash received, while revesues are increases
i pet assets. In governmental fund types, revenues are
increases m net current assets from sources other than
expenditure refunds and residual equity transfers. General
long-term debt procesds and operating transfers-in are
classifind as “othix financing spurces” rather than revenues.
In the proprietary fund Type, revences are increases in pet
and residual equity transfers. Operating transfers-in are also
classified separately from revenues.

anc fiabilities on balance sheets; presents revenuss and
expenditures (**Snancial flow"") information for opersting
statements: and applies 1O governmental and expendable
trust funds under GAAP. The cast of services (also known
as Capitsl malnienance) messursment focvs reports 88 assets
and lisbilities. whether current or noncurrent, on balance
sheets and presents vevenues and expences (“‘capital
maintenance’’ ) information on operating statements.

The table below summarizes the classification,
mr;mfmmdmwmﬁngfmuchGMP
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A SUMMARY GF FURD ACCOUNTING UNDER 6
GOVERNMENTS R

Cuass/Fund Type Messuromen Foras Basis b Acomaring
e A
Geners! Spending Modifind ot rue!
Special ervent Spending Madified scereas
Dbt service Sperdong Modifad picrunl
m proess Spenchog Modified sceru
3808 Spmnding odifert aTres:
Propreany feeds
Eouerprise Capim) manwensnce Acoras!
Fernal srrvice Capinl raimence Azere
Fiduciary funds
Trust end apency
Expendable trus Speading Bbotifant acevost
Noneipedable et Capsial tmirmmmnce Actrunt
Peeion: trus: Coapent sonsmensoce Azicronk
Aguecy Not spplacaiie Modifies socran!

~ Bovernmentsl Funds: Under generally accepted account-
ing ;{nncxplcs. this term describes a class encompassing five
specific fund types: the General Fund, special revenue
funds, capital projects funds, debt service funds. and special
nssessment funds. New York State does not have special
&ssessmctx.ﬁ funds,

Praprietary Funds: Funds in this class include enmerpri
funds and internal service funds. Enterprise fundz acrg:;
for operations thai are financad and carried on much like
private enterprise; they reflect the cost of goods and services
being paid by those who benefit. dtemal service funds
account for the finzncing of goods or services provided by
one department or agency to other departments or agencies
{or governments) on a cost-reimbursable basis.

F&sghw Funds: The State maintains costody over certain
ﬁrndsmammpacity(m funds) or as an agent (agency
funds) for individusls, private organizations, other
governments or other funds. The Commmon Retirernent Fund
is an example of a trust fund, while the Federal Withholding
Tax Fund is an example of an agency fund.

**Fund™* accounting requires the application of special
principles to laterfund transactions to avoid distorting the
financial picture of the government as a whole by counting
the same revenues and expenditures more than once as
moneys are processed and spent.

Under GAAP, interfund transactions are classified imto
four groups: quasi-external transactions, reimbursements,
resxjual oquity transfers, and operating transfess.

Cuashextemal trensactions would be treated as revenues,
expenditures, or expenses if they involved organizstions
external to the governmental unit (¢.g., payments in lieu
of taxes from an emerprise fund to the General Fund, routine
anp%oyercangn’buﬁonsfrmnt!n(imaﬂ Fund to a pension
trust fund, or internal service fund billings to departments).
Such transactions are reported &s revenues, expenditures
or expenses of the funds involved. Where aggregstad data
for two or more funds is desired. the revenue, expenditure
or expense data may be adjusted to remove the effects of
quasi-external transections.

‘mw equlty transters are nonrecurting ot nonroutine
transfers of equity between funds (e.g.. & General Fund
comribution of capital 10 sn enterprise fund or internal
service fund. subsequent return of sll or pant of such
conribution to the General Fund. and transfers of residual

balances of discontinued funds to the General Fund or 2
detx service fundy. They are reponed as additions to oF
doductions from beginaing fund balances in goveramental
funds from contributed capital i proprictary funds.
Opersiimg transters are all wnieriund transfers other than
ressdual equisy transfers. Exampies are legally authorized
transicrs from a fund receiving revenue to the fund through
which the resources are to be expended, transfers from the
General Fund 10 2 special revenue or capital projects fund,
operating subsidy transfers from the General Fund or from
8 special revenue fund Lo an enterprise fund, and transfers
from an enterprise fund other than payments in lieu of axes
1o finance Generat Fund expenditures. Operating transfers,
which can affect the results of operations in
governmental and  proprielary funds categorics, are
reporied, as approprigte, in the **Other Financing Sources
{Uses)" section of the *‘Statement of Revenues,
Expenditures, snd Changes in Fund Balance''
(governmental funds) and in the “Operating Transfers’
section of the **Statement of Revenues, Expenses, and
Changes in Retaincd Eamings ~ (proprietary funds).

OTHER TERMS THAT APPEAR B{ THE BUDGET MESSAGE

An sceount, which is a subdivision of a fund, refers to
» classification by which information on particular financial
transactions and financial resources is and
grvanged.

Annualizstion refers to the expected full-yezs total of
financial implications of a revenue item or an expenditure
item initially budgeted for only part of a fiscal year.

Baseline expenditure growth is that portion of the increase
inexpwdmm.fmmaaivkyorpmgm,mﬁbmabkw!dy
to the higher costs required 1o maintain existing service
leveis. Hiustrative examples include that growth attributable
to cost increases for personal services resulting from
collective bargaining agreements and such increases for
supplies and materials due to inflation.

Baseline ¢ reduction represents a decrease in
current service levels for such activity or program, o1 8n
increase in administrative efficiency.

Bendable capital spending comsists of expenditures for
capital purposes that, undes statute, may be financed by
proceeds from bond sales or bond anticipation note sales.
Meahondable capital spending consists of expenditures for
apitalpmpuscsdmmymbcﬁtmwbywmwdsfm
bmdmbmﬂanticipaﬁonnacm}a.mmamtbc
(and the former may be) financed from other income.

Cap refers 1o an absolute dollar limit placed on spending
and/or borrowing for a designated activity or progzam. The
term is sometimes used 1o refer to the limitation of en

i for the current (snd/or one OT mMmore
Mnmﬁzg)ﬁmiyw(s}me:kvdof&xwwe&xgﬁml
year or to some other predetermined level.

mmfmtoﬁmnmmumiedbym&nc
on another government or other entity {(c.g.. 2 public
athoriiy, 8 private-sector enterprise, 3 trade sssociation,
or » nonprofit organization} for paymen of costs ncarred
by the State in administering an aCUVity 07 Program on
behalfl of such government or entity. It may also refer to

an assessment by one Siale agency against another for such
COStS.

Credits, for purposes of State taxes. are amounts that may
be subtracted from computed tax hability to dexermne tax
due. Deductions ase amounts that are subiracicd from the
tax base prior to computing tax liabilny Exclasiens and
exemptions (other than **personal exemptions,”” which are
actually deductions for purposes of the persoral teome )
usually refer to items specifically not included mn the
base.

A dafich, for purposes of the cash-basis financis! plen.
is an excess of disbursements over recerpts for 2 given foscul
period. On a GAAP basis, 2 deficit is sn excess of
expenditures (O expenses, as APPTOPTISIe} OVEY FEVENUTE

Fixed assels are assets of a long-tevm characier that arc
intended to continue to be held or used, such 25 land.
buildings, improvements other than buildings. machmery
and equipment . General fized assets include all fixed assens
not accounted for in propristary furvds or in rust and apency
funds. Under GAAP, general fixed assets are recorded in
an Acceunt Group {which does not involve the measpr=men
of resuits of operations), rather than 2 fund. sod the
recording of *infrastructure”” assets and deprecIabion 1 pot
required.

Full-lalth-snd-credt debdi, in New York Swuee, refers ®
general obligation bonds (and bond anticipation POLSS
{BANsl)amhorizedbyﬁzvﬂmofﬁxSwmm
by the Staie . When the 57T cncompesses short-
term debx, it also includes State tx and FEVERRE ETIOPIOR
mos(I‘RANs)issuedbydemuCnuumﬂm. The State
Constitution mandates legisiative appropriztion of deie

service on such debt; in the absence of such apPIOPTiEtoOn.
it requires the Comptroller 10 apply first revenues W
payment of such deix service. Mor! chigation e8! of U

ofsuchmbmhks.bmﬂmmmmdaw&ut
(ﬁmg,hmhsfnﬂ&m\mdcmdm The statetes sthoTizmy
smofmmbymmmmmmm
memmmcsmmw&fm
in dcbt service reserve funds g the honds
ugﬂatiwamﬂmsmwimdmmwmkmg
“moral obligation.”’ Sue gomt Ny heen
whoﬁzedbym:mnfthe&mwmpddx
um:mxmmam.mmvm
M'MWAM;M&(PMAWMM
York and New Jersey.

General Stale charget are costs mandawed by statias tn
colleciive bargaining agrecments. oF by cowrt orger The
major portion of these charges reflocts the oo of frnge
benefits for employees

wmmmﬂsummknmwmm
aside. in & separme hank accoon. of sufficient oDee 10
pay principal and intcrest o Siste obitgarions & s
fiabitstres become due. This action is mken 10 provice added
security for holders of Siste dede marumerts Tanoaderen
is currenly used only fac TRANS

Income maiteasnee refor to pavmen of pohibx fonds 12
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cligible bencficsaries 1o assure specified minimum income
jevels,

Bem wets. Unliks the President of the United States. the
Governor of New York State hus, in certain instances, the
power of %em vefs. The State Constitution suthorizes the
Governar 1o selectively veto individual appropriations
comtained within any multipic appropriation bill passed by
the Lepisiuture.

A jpier, custudy ud i 2 fund heid within the State Treasury
by both the Siate Comptrolier and the Commissioner of
Tanstion and Finarce (scc sole cestedy fand).

Key Rem Beperting System (KIRS) is @ mandated Stste
menapement  information  gystem  that provides the
Legisisture and the general poblic with information for the
parpose of evaluating the achievement of State sgency goals
and obicctives.

A margin, or pesiive margin, is a temporary excess of re-
czipts over dishursemnents. When disbursements temporarily
excred receipts, 2 MOgSiive MAgss exisls. A positive margin
i not a surplus, oot is @ negstive margin 8 deficit, until
the fiscal year ends.

A motching fermels is 8 formula applied under an
inerpovernmental grant program which requires a racipicnt
i maics from its own funds a specified percentage of each
doliar granted by one or more higher levei(s) of government.

fHenrecuring receipls are receipts in a given fiscal year
that are not normally expectad to recur in sbsequent fiscal
years. fiecooviag receipts arc receipts normally expected to
comtinue from ome fiscal year o the next.

An offictal statemsent is s disclosure document prepsred
{snd updated as required) so sccompany bond and noie

issuance by the State or its public authorites. This statement
describes recent and projecied fiscal and economic trends
and dev s of the State and for varioas municipalifies
and public authorities throughout the State. It discusses
potential fegal, fiscal or economic problems facing Suate
government and other major governmental purisdictions m
the State. Its primary purpose is to provide prospective bosd
or rote purchasers sufficient informetion to mmake informed
decisions on the credit-worthiness of the issue.

An everran occurs when sctual expenditures for a
perticular purgose or project exceed origimally planced (o
budgeted) levels.

Save Barmiass refers 10 8 provision of law ender which
the State protects another =ntity apainst any decrease in the
level of receipts under s given Stite program from a
previous level,

A*W’Miﬂlﬁmﬂﬂﬂ&ﬁiﬂﬁfedbymhﬁivmd
State agency official and not under the joint custody of the
State Comptroller and the Commissioner of Taration and
Finance. Sole custody furds are usualiy fiduciary in nature.
Exzmples of such funds would be those held for wards of
the State (sec joint castedy fund, sbove).

Spring is the shori-term borrowing undertaken
by New York each April because the Siste’s annual pattern
of reccipts and disbursements is such that disbursements
exoeed receipts during the initial quarter of each fiscal year.
The State traditionally issves short-term tax &nd revenuc
anticipation notes (TRANS) to finance this imbalance. These
notes are graduslly retired during the remainder of the fiscal
year.
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