The FY 2021 New York State Budget

Last Friday, April 3rd, the State Legislature finalized the FY2021 State Budget in an unprecedented year due to the Coronavirus. In January the State was facing almost a $6 billion budget deficit which now has the potential to reach $15 billion as the amount of tax revenue coming in is expected to drop significantly as COVID-19 continues to shut down businesses and leave hundreds of thousands of people without jobs.
That said, the $177 billion Budget that passed was not much smaller than what Governor Cuomo originally proposed in January and there were no major changes to school aid, transportation capital, nor economic development funding. But given the uncertainly on revenues coming in, the Budget authorized the Governor to cut State spending in the fiscal year that began April 1 on a quarterly basis if revenues fall below projections. The bill language additionally gives the State Legislature ten days to pass spending resolutions of their own.
The Budget also included an authorization to allow the State to issue $11 billion debt in order to address the expected loss in revenue. That includes $8 billion in short term debt to account for the delay in receiving State taxes, after Governor Cuomo postponed the filing date from April 15 to July 15. 
Lastly, as in years past, the State Budget included a host of policy provisions, the key ones which we have outlined below.

What is in the State Budget:
Paid Sick Leave: The final Budget enacts a paid sick leave program to require nearly every business in the State to offer employees at least some paid sick days. Businesses with 100 or more employees will be required to offer seven days of paid sick leave per year. Businesses with five to 99 employees will have to provide four days of paid time off and businesses with fewer than four will need to provide four days of unpaid sick leave.  
Prevailing Wage:  The Budget included Prevailing Wage legislation that the BCW through its creation of the Westchester Coalition for Smart Development has been working on for the past year.  In large part due to the efforts of the Coalition and its work with stakeholders across the State, the final legislation is not as stringent as the original proposed legislation.  The final language will require that beginning January 1, 2022 private projects larger than $5 million where at least 30 percent of construction expenses are supported by public grants, tax credits, or certain other incentives will be required to pay the prevailing wage to their workers.  Additionally, the language includes exemptions for affordable housing, brownfields, energy and historic rehabilitation projects; and includes the creation of a Public Subsidy Board who will have the authority to move the start date out further based on economic factors.
Public School Funding:  The Budget included a $104 million increase in funding to School Aid, but Foundation Aid, the main source of public school State funding, was frozen at last year’s levels. However, the most recent Federal stimulus bill is providing around $1 billion to grade schools, which will help offset some of this loss. Lastly, as noted earlier, the Budget does allow for funding amounts to change throughout the year based on tax revenue coming in.
Medicaid Funding:  The Budget includes a 3 percent increase, or about $500 million, in Medicaid spending, and includes reforms to the Medicaid program that were recommended by the Medicaid Redesign Team that was appointed by Governor Cuomo to find $2.5 billion in savings.  The reforms include a transformation of the hospital reimbursement structure to better support services to the uninsured, increases investments in primary care to avoid more costly hospitalizations and new requirements that enhance oversight of managed care and transportation.
The reforms also address managed long-term care, by far the fastest growing sector of Medicaid. These include aligning New York State's eligibility requirements with those of other States for new applicants for Consumer Directed Personal Assistance Program and Personal Care Services and enhancing reporting requirements for both programs; capping Statewide enrollment in managed long-term care to incentivize plans to assist in ensuring appropriate enrollment; and creating a Statewide independent assessor to achieve efficiencies by removing duplicative efforts to determining eligibility and enrollment in the managed long-term care program.  
Lastly, while the counties across the state were let off the hook to pay for the 3 percent co-pay of increases to Medicaid, they were instead charged their share of a $200 million in sales tax to be put in to a fund for distressed hospitals and nursing homes.   
Renewable Energy and the Environment: 
· Authorized the Creation of a $3 Billion Restore Mother Nature Bond Act: The Budget authorizes the creation of a Bond Act to fund critical environmental restoration and climate mitigation projects to ensure New York is able to adapt to the intensifying impacts of climate change, and reduce emissions, while creating jobs and local economic development. This initiative will now need to be approved by voters.
· Accelerating Renewable Energy Projects: The Budget includes the Accelerated Renewable Energy Growth and Community Benefit Act, which will dramatically speed up the permitting and construction of renewable energy projects, combat climate change and grow the State's green economy. The State will also accelerate renewable transmission delivery. The Act will create a new Office of Renewable Energy Permitting to improve and streamline the process for environmentally responsible and cost-effective siting of large-scale renewable energy projects across New York while delivering significant benefits to local communities. "Build Ready" sites will be pre-approved, permitted and auctioned to developers to prioritize the re-use of abandoned commercial sites, brownfields, landfills, former industrial sites, and otherwise underutilized sites.  
· Banning the Distribution and Use of Styrofoam:  The Budget prohibits the distribution and use of expanded polystyrene, commonly known as Styrofoam, single-use food containers. It also bans the sale of expanded polystyrene packaging materials known as packing peanuts. This is the strongest Statewide ban in the United States and will go into effect by January 1, 2022.
· E-Bike and E-Scooter Legalization: The Budget legalizes e-bikes and e-scooters across the State, but allows localities to set their own rules for operation.
· Green Economy Tax Credit: The Budget creates a new refundable, discretionary Green Jobs Tax Credit totaling up to 7.5 percent of wages for each net new job created fostering the expansion of green economy businesses.  
· Permanent Fracking Ban:  The Budget permanently bans hydrofracking.
Adjustments to 2019 Criminal Justice Reform Law: The Budget makes adjustments to the 2019 bail reform law that addressed inequities in the criminal justice system. It clarifies the law to make sure judges know all the options available to them with respect to non-monetary conditions for release; enhances the options upon which a judge can condition release, including mental health referrals and requirements to attend counseling; and it adds several offenses that can be bail eligible, including sex trafficking offenses, money laundering in support of terrorism in the 3rd and 4th degree, child pornography offenses, repeat offenders, and those who commit crimes resulting in death.
Gestational Surrogacy:  The Budget legalizes gestational surrogacy in New York State assisting LGBTQ couples and couples struggling with infertility. 
Domestic Terrorism Act:  The Budget enacts the "Josef Neumann Hate Crimes Domestic Terrorism Act" — named in memory of the Monsey stabbing victim who passed away last week — defining hate-fueled murder with the intent to cause mass casualties as an act of domestic terrorism with penalties equivalent to other acts of terrorism.
Ban on Flavored Vaping Products. The Budget prohibits the sale or distribution of e-cigarettes or vapor products that have a characterizing flavor.
Prescription Drugs: The Budget caps insulin co-payments at $100 per month for insured patients to help address the rising cost of insulin that has resulted in diabetes patients rationing, skipping doses and not filling prescriptions.  
The "Pink Tax": The Budget prohibits gender-based pricing discrimination for substantially similar or like kind goods and services.  
New Authority for the Metropolitan Transportation Authority (MTA):  The Budget grants the MTA new authority to issue bonds and borrow money to offset lost revenue due to the COVID-19 pandemic, as well as the ability to tap into money collected under the State’s proposed congestion pricing plan, 
Closing the Out-of-State Gun Loophole: The Budget includes legislation to prohibit individuals from obtaining a gun license who commit serious offenses out-of-state that would disqualify them from obtaining a gun license if committed in New York.  
What is NOT in the State Budget:
New Taxes:  The Budget does not include any new taxes.
Small Business Tax Reform:  The Budget omitted the Governor’s proposal to reduce the corporate franchise tax rate for small businesses.
Recreational Marijuana: Recreational marijuana was not legalized in the Budget. 
Gig Economy Workers:  Proposals and studies aimed at the gig economy were not included in the Budget.
CPA Firm Ownership:  The proposal to allow non-CPA ownership of accounting firms in New York State was not included in the final Budget.
If there is other information in the State Budget that you are interested in, please do not hesitate to contact us.

