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GRANT THORNTON LLP

757 Third Ave., 9th Floor
New York, NY 10017-2013

D +1212519 0100
F +1212 3704520

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

The People of The City of New York:

Report on the financial statements

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information of The City of New York
(“The City”) as of and for the years ended June 30, 2019 and 2018, and the related
notes to the financial statements, which collectively comprise The City’s basic financial
statements as listed in the table of contents.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express opinions on these financial statements based on our
audits. We did not audit the financial statements of those entities disclosed in Note E.1
which represent 7 percent, (2) percent, and 5 percent, respectively, of the assets, net
position (deficit) and revenues of the governmental activities, 100 percent of the assets,
net position and revenues of the business-type activities, 90 percent, 100 percent, and
49 percent, respectively, of the assets, net position and revenues of the aggregate
discretely presented component units, and 99 percent, 100 percent, and 100 percent,
respectively, of the assets, fund balance/net position and revenues of the aggregate
remaining funds of The City. Those financial statements were audited by other auditors
whose reports have been furnished to us, and our opinions, insofar as they relate to the
amounts included for those entities disclosed in Note E.1, are based solely on the
reports of the other auditors. We conducted our audits in accordance with auditing
standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards issued by
the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

GT.COM

Grant Thornton LLP is the U.S. member firm of Grant Thornton International Ltd (GTIL). GTIL and each of its member firms are
separate legal entities and are not a worldwide partnership.
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The financial statements of the New York City Board of Education Retirement System,
New York City Fire Pension Funds, New York City Police Pension Funds, New York
City Employees’ Retirement System, Teachers' Retirement System of The City of New
York, the New York City Other Postemployment Benefits Plan, Brooklyn Bridge Park
Corporation, Brooklyn Navy Yard Development Corporation, the Brooklyn Public
Library, The Mayor's Fund to Advance New York City, Governors Island Corporation,
New York City Housing Development Corporation, the Queens Borough Public Library,
Fiscal Year 2005 Securitization Corporation, Hudson Yards Development Corporation,
Hudson Yards Infrastructure Corporation, New York City Educational Construction
Fund, New York City School Construction Authority, New York City Transitional Finance
Authority, TSASC, Inc., and New York City School Support Services, Inc. were not
audited in accordance with Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to The City’s preparation
and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of The City’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.

Opinions

In our opinion, based on our audit and the reports of other auditors, the financial
statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of The City of New York as of June 30, 2019, and 2018, and
the respective changes in financial position and, where applicable, cash flows thereof
and the respective budgetary comparison for the General Fund for the years then ended
in accordance with accounting principles generally accepted in the United States of
America.
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Other matters

Required supplementary information

Accounting principles generally accepted in the United States of America require that
the Management’s Discussion and Analysis on pages 9 through 36, Schedule of
Changes in the City’s Net Pension Liability and Related Ratios for Single-Employer
Pension Plans at June 30" on page 145 and 146, Schedule of the City’s Proportionate
Share of the Net Pension Liabilities of Cost-Sharing Multiple-Employer Pension Plans
at June 30™ on page 147, Schedule of City Contributions for all Pension Plans for Fiscal
Years Ended June 30" on page 148, and Schedule of the Net OPEB Liability at June
30" on page 152 be presented to supplement the basic financial statements. Such
information, although not a required part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. This required supplementary information is
the responsibility of management. We and the other auditors have applied certain
limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America. These limited
procedures consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise The City’s basic financial statements. The Consolidated
Schedule of Expenditures of Federal Awards and the Schedule of Expenditures of State
of New York Department of Transportation Assistance Awards, as required by Title 2
U.S. Code of Federal Regulations (“CFR”) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform
Guidance”) and Part 43 of the New York State Codification of Rules and Regulations
(“NYSCRR?”), respectively are presented for purposes of additional analysis. These
schedules and Exhibits 1- 5 to the Consolidated Schedule of Expenditures of Federal
Awards are not a required part of the basic financial statements. Such supplementary
information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic
financial statements. The information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures.
These additional procedures included comparing and reconciling the information
directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the supplementary information is fairly stated,
in all material respects, in relation to the basic financial statements as a whole.
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Other reporting required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report,
dated October 30, 2019, on our consideration of The City’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely
to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the
effectiveness of The City’s internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering The City’s internal control over financial reporting
and compliance.

Dt Thondo LLP

New York, New York
October 30, 2019
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MANAGEMENT’S DISCUSSION AND ANALYSIS (Unaudited)

Overview of the
Financial Statements

Government-Wide
Financial Statements

Fund Financial Statements

Governmental Funds

Proprietary Funds

Fiduciary Funds

The following is a narrative overview and analysis of the financial activities of The City of
New York (City or primary government) for the Fiscal Years ended June 30, 2019 and 2018.
This discussion and analysis is intended to serve as an introduction to the City’s basic
financial statements, which have the following components: (1) government-wide financial
statements, (2) fund financial statements, and (3) notes to financial statements.

The government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances in a manner similar to a private-sector business.

The Statement of Net Position presents information on all of the City’s assets, liabilities, and
deferred outflows and inflows of resources. Net position (deficit) is the difference between
(a) assets and deferred outflows of resources and (b) liabilities and deferred inflows of
resources. Over time, increases or decreases in net position may serve as a useful indicator
of whether the financial position of the City is improving or deteriorating.

The Statement of Activities presents information summarizing how the City’s net position
changed during the fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred.

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The City uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements, including the
New York State Financial Emergency Act for The City of New York (Act). The Act requires
the City to operate under a “rolling” Four-Year Financial Plan (Plan). Revenues and
expenditures, including transfers, of each year of the Plan are required to be balanced on a
basis consistent with Generally Accepted Accounting Principles (GAAP). The Plan is broader
in scope than the expense budget; it comprises General Fund revenues and expenditures,
Capital Projects Fund revenues and expenditures, and all short and long-term financing.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. The principal role of
funds in the financial reporting model is to demonstrate fiscal accountability. Governmental
fund financial statements focus on near-term inflows and outflows of spendable resources,
as well as on balances of spendable resources available at the end of a fiscal year. Such
information may be useful in evaluating a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the City’s near-term
financing decisions. Both the governmental funds balance sheet and the governmental funds
Statement of Revenues, Expenditures, and Changes in Fund Balances provide a reconciliation
to facilitate the comparison between governmental funds and governmental activities.

The City adopts an annual appropriated budget for its General Fund. A budgetary comparison
statement has been provided for the General Fund to demonstrate compliance with this budget.

Proprietary funds are utilized when a state or local government charges customers to recover
its costs of providing services. Proprietary funds report on business-type activities, which
include enterprise type funds, and internal service type funds. The City has no internal service
type funds. The City’s enterprise funds are the same as the business-type activities reported
in the government-wide statements. Proprietary funds statements are prepared using the
economic resources measurement focus and accrual basis of accounting. In addition to a
Statement of Net Position and a Statement of Revenues, Expenses and Changes in Fund Net
Position, proprietary funds are also required to report a Statement of Cash Flows.

The fiduciary funds are used to account for assets and activities when a governmental unit
is functioning either as a trustee or an agent for another party. The City’s fiduciary funds are
divided into two separate fund types: the Pension and Other Employee Benefit Trust Funds
and the Agency Fund.



Notes to Financial Statements

Financial Reporting Entity

The Pension and Other Employee Benefit Trust Funds account for the operations of:
* Pension Trusts
— New York City Employees’ Retirement System (NYCERS)
— Teachers’ Retirement System of The City of New York (TRS)
— New York City Board of Education Retirement System (BERS)
— New York City Police Pension Funds (POLICE)
— New York City Fire Pension Funds (FIRE)
e Deferred Compensation Plans (DCP)
* The New York City Other Postemployment Benefits Plan (the OPEB Plan)

Each of the pension trusts report all jointly administered plans including primary pension
(QPPs), and/or variable supplements funds (VSFs) and/or tax deferred annuity plans (TDAS),
as appropriate. While the VSFs are included with QPPs for financial reporting purposes, in
accordance with the Administrative Code of The City of New York (ACNY), VSFs are not
pension funds or retirement systems. Instead, they provide scheduled supplemental payments,
in accordance with applicable statutory provisions.Although a portion of these payments are
guaranteed by the City, the State has the right and power to amend, modify, or repeal VSFs
and the payments they provide. However, any assets transferred to the VSFs are held in trust
solely for the benefit of its members. More information is available in Note E.5.

The Deferred Compensation Plans report the various jointly administered Deferred
Compensation Plans of The City of New York and related agencies and Instrumentalities
and the New York City Employee Individual Retirement Account (NYCEIRA).

Note: These fiduciary funds publish separate annual financial statements, which are available
at: Office of the Comptroller, Bureau of Accountancy—Room 200 South, 1 Centre
Street, New York, New York 10007, or at www.comptroller.nyc.gov.

These funds use the accrual basis of accounting and a measurement focus on the periodic
determination of additions, deductions, and net position restricted for benefits.

The New York City Other Postemployment Benefits Plan (the OPEB Plan) is composed of The
New York City Retiree Health Benefits Trust (the Trust) and postemployment benefits other than
pensions (OPEB) paid for directly by the City out of its general resources rather than through the
Trust. The Trust is used to accumulate assets to pay for some of the OPEB provided by the City
to its retired employees. The OPEB Plan is reported in the City’s financial statements as an
Other Employee Benefit Trust Fund. The OPEB Plan was established for the exclusive
benefit of the City’s retired employees and their dependents in providing the following
current postemployment benefits: a health insurance program, Medicare Part B premium
reimbursements, and welfare fund contributions. The City is not required to provide funding
for the OPEB Plan other than the “pay-as-you-go” amounts necessary to provide current
benefits to eligible retirees and their dependents. During Fiscal Year 2019, the City
contributed approximately $2.7 billion to the OPEB Plan.

The Agency Fund accounts for miscellaneous assets held by the City for other funds,
governmental units, and individuals. School fundraiser monies for scholarships, assets seized
by the federal government to be used for investigative purposes, and cash bail for use by the
surety/assignee, are the major miscellaneous assets accounted for in this fund. The Agency
Fund is custodial in nature and does not involve the measurement of results of operations.

The notes to financial statements provide additional information that is essential for a more
complete understanding of the information provided in the government-wide and fund
financial statements.

The financial reporting entity consists of the City government and its component units, which
are legally separate organizations for which the City is financially accountable.

The City is financially accountable for the organizations that make up its legal entity. The
City is also financially accountable for a legally separate organization (component units) if
City officials appoint a voting majority of that organization’s governing body and the City
is able to either impose its will on that organization or there is a potential for the organization
to provide specific financial benefits to, or to impose specific financial burdens on the City.

10



Blended Component Units

Business-Type Activities

Discretely Presented
Component Units

The City may also be financially accountable for organizations that are fiscally dependent
on the City if there is a potential for the organizations to provide specific financial benefits
to the City, or impose specific financial burdens on the City, regardless of whether the
organizations have separate elected governing boards, governing boards appointed by higher
levels of government, or jointly appointed boards.

Certain component units, despite being legally separate from the City, are reported as if
they were part of the City because, in addition to the City being financially accountable
for them, they provide services exclusively to the City. The blended component units,
which are all reported as Nonmajor Governmental Funds, comprise the following:

* New York City School Construction Authority (SCA)

* New York City Transitional Finance Authority (TFA)

* TSASC, Inc. (TSASC)

* New York City Educational Construction Fund (ECF)

» Fiscal Year 2005 Securitization Corporation (FSC)

* Sales Tax Asset Receivable Corporation (STAR)

* Hudson Yards Development Corporation (HYDC)

* Hudson Yards Infrastructure Corporation (HYIC)

* New York City School Support Services, Inc. (NYCSSS)

Additionally, other component units are classified as business-type activities.

Although legally separate from the City, the City has financial accountability for entities
under this classification and as such they are reported as if they are a part of the City.
These entities were established to provide services to third parties, and intended to operate
with limited or no public subsidy.

The following entities are presented as business-type activities in the City’s financial
statements:

* Brooklyn Bridge Park Corporation (BBPC)
¢ The Trust for Governors Island (TGI)
* WTC Captive Insurance Company, Inc. (WTC Captive)
* New York City Tax Lien Trusts (NYCTL Trusts):
— NYCTL 1998-2 Trust
— NYCTL 2016-A Trust
— NYCTL 2017-A Trust
— NYCTL 2018-A Trust

Certain component units are discretely presented because, while the City is financially
accountable for them, they do not provide services exclusively to the government itself.

The following entities are presented discretely in the City’s financial statements as major
component units:

* New York City Water and Sewer System (the System):
— New York City Water Board (Water Board)
— New York City Municipal Water Finance Authority (Water Authority)
* New York City Housing Authority (NYCHA)
* New York City Housing Development Corporation (HDC)
* New York City Health and Hospitals Corporation (NYC Health + Hospitals)
* New York City Economic Development Corporation (EDC)

The following entities are presented discretely in the City’s financial statements as nonmajor
component units:

* Brooklyn Navy Yard Development Corporation (BNYDC)

* New York City Industrial Development Agency (IDA)

* New York City Business Assistance Corporation (NYBAC)

* Build NYC Resource Corporation (Build NYC)

* New York City Land Development Corporation (LDC)

* New York City Neighborhood Capital Corporation (NYCNCC)

* Brooklyn Public Library (BPL)

* The Queens Borough Public Library and Affiliate (QBPL)

* The Mayor’s Fund to Advance New York City (the Fund)

* Public Realm Improvement Fund Governing Group, Inc. (Governing Group)

11



Financial Analysis of the
Government-Wide
Financial Statements

In the government-wide financial statements, all of the activities of the City, aside from its
discretely presented component units, are reported as governmental activities. Governmental
activities decreased the City’s net position by $6.9 billion during Fiscal Year 2019, $3.3
billion during Fiscal Year 2018, and $911 million in Fiscal Year 2017. The total governmental
activities net position for fiscal year 2019 resulted in a 3.4% decrease from the prior year.

The basic financial statements include a reconciliation between the Fiscal Year 2019
governmental funds Statement of Revenues, Expenditures, and Changes in Fund Balances
to the Statement of Activities, which reports a decrease of $2.0 billion for all governmental
fund balances. A similar reconciliation is provided for Fiscal Year 2018.

For the City’s business-type activities, total net position increased to reach an ending balance
of $940.7 million, a 0.2% increase from the prior year. The total Fiscal Year 2019 increase
in net position for business-type activities was $1.9 million.

Key elements of these changes are as follows:

Governmental Activities

2019 2018 2017
Revenues:
Program revenues:
Charges for services . .............. $ 5,700,901 $ 4,836,215 $ 4,919,609
Operating grants and contributions . . . 23,804,810 23,465,237 23,344,455
Capital grants and contributions ... .. 822,561 551,804 479,210
General revenues:
Taxes . ... 61,705,028 58,477,389 55,337,797
Investmentincome . ............... 312,636 169,654 110,145
Other Federal and State aid ......... 401,514 251,810 311,125
Gain on in-substance defeasance ...... — 730 —
Other ......... ... ... ... ........ 593,861 602,240 428,702
Total revenues. . .............. 93,341,311 88,355,079 84,931,043
Expenses:
General government . . ............. 6,547,234 6,525,142 5,360,092
Public safety and judicial ........... 21,347,661 19,465,581 18,961,329
Education ....................... 34,679,981 30,367,019 28,839,477
City University .. ................. 1,318,594 1,261,467 1,252,444
Social Services . .................. 16,923,646 16,143,790 15,402,193
Environmental protection .......... 4,502,959 4,248,059 3,570,278
Transportation services ............ 3,221,709 2,788,532 2,542,300
Parks, recreation and cultural activities. . 1,428,692 1,339,580 1,265,383
Housing ............ .. ... ... ... 3,069,371 2,765,381 2,394,963
Health (including payments to NYC
Health + Hospitals) ............. 3,601,500 3,317,969 2,874,032
Libraries . ....................... 486,749 428,635 420,994
Debt service interest . ............. 3,159,364 3,035,387 2,958,883
Brooklyn Bridge Park. ............. — — —
The Trust for Governor’s Island . .. .. — — —
WTC Captive .................... — — —
New York City Tax Lien Trusts ...... — — —
Total expenses. .. ............. 100,287,460 91,686,542 85,842,368
Change in net position . ................ (6,946,149) (3,331,463) (911,325)
Net position (deficit)— beginning . . ...... (197,767,704) (194,436,241) (193,524,916)
Net position (deficit)—ending ........... $(204,713,853) $(197,767,704) $(194,436,241)

12



Changes in Net Position
(in thousands)

Business-type Activities Total Primary Government

2019 2018 2017 2019 2018 2017
$ 5983 $ 5,566 $ 4242 $ 5,706,884 $ 4,841,781 $ 4,923,851
49,854 156,018 149,676 23,854,664 23,621,255 23,494,131
21,442 35,190 45,298 844,003 586,994 524,508
86,623 55,600 35,566 61,791,651 58,532,989 55,373,363
114,055 104,016 116,372 426,691 273,670 226,517
— — — 401,514 251,810 311,125
— — — — 730 —
3,094 2,228 4,529 596,955 604,468 433,231
281,051 358,618 355,683 93,622,362 88,713,697 85,286,726

— — — 6,547,234 6,525,142 5,360,092
— — — 21,347,661 19,465,581 18,961,329
— — — 34,679,981 30,367,019 28,839,477
— — — 1,318,594 1,261,467 1,252,444
— — — 16,923,646 16,143,790 15,402,193
— — — 4,502,959 4,248,059 3,570,278
— — — 3,221,709 2,788,532 2,542,300
— — — 1,428,692 1,339,580 1,265,383
— — — 3,069,371 2,765,381 2,394,963

— — — 3,601,500 3,317,969 2,874,032

— — — 486,749 428,635 420,994
— — — 3,159,364 3,035,387 2,958,883
26,551 31,124 18,640 26,551 31,124 18,640
42,000 41,746 35,177 42,000 41,746 35,177
1,755 1,862 1,968 1,755 1,862 1,968
208,853 213,374 266,418 208,853 213,374 266,418
279,159 288,106 322,203 100,566,619 91,974,648 86,164,571
1,892 70,512 33,480 (6,944,257) (3,260,951) (877,845)
938,809 868,297 834,817  (196,828,895) (193,567,944) (192,690,099)

$ 940,701 $ 938,809 § 868,297 $(203,773,152) $(196,828,895) $(193,567,944)

13



In Fiscal Year 2019, the government-wide revenues increased from Fiscal Year 2018 by
approximately $5.0 billion and government-wide expenses increased by approximately $8.6 billion.
The major components of the government-wide revenue increases were:

L]

Tax revenues, net of refunds, increased overall, as a result of the following:

- The increase in real estate taxes resulted from growth in billable assessed value during
the fiscal year.

- The increase in sales and use taxes was driven primarily by an increase in consumer
spending due to higher wages, robust labor market, healthy visitor spending, increase
in the number of commercial motor vehicles registered, robust mortgage financing
activity in the commercial real estate market, and stable financing activity in the
residential real estate market. This was offset by a decrease in cigarette taxes resulting
from a decline in the number of packs sold.

- The increase in income taxes was driven primarily by increases in general corporation
taxes due to Fiscal Year 2019 estimated tax payments on tax year 2018 liability not
reduced by excessive overpayments on accounts and higher Wall Street profitability.
This was offset largely by a decrease in financial corporation taxes due to a decline in
audit revenues and increase in refunds. Unincorporated business income taxes
decreased due to one time payments in Fiscal Year 2018 resulting from tax law changes
that were not repeated in Fiscal Year 2019.

- For all other taxes, increase in Payment in Lieu of Taxes (PILOT) was due to a new stream
of PILOT payments from Hudson Yards Infrastructure Corporation. Hotel room
occupancy taxes increased due to increased tourism. Commercial rent taxes increased
due to a strong commercial office market with declining vacancy rates and increasing
asking rents in Manhattan. Conveyance of real property taxes increased due to strong
commercial activity. This was offset by refunds for tax overpayments in commercial rent
tax, non-resident personal income taxes, and transaction taxes.

Charges for services increase was primarlily due to NYC Health + Hospitals reimbursements

and the receipt of restitutions resulting from bank investigation cases led by the District

Attorney for New York.

The major components of the changes in government-wide expenses were:

Public safety and judicial expenses increased due to an increase in Police Department
expenses related to the Body Worn Camera program, training initiatives, upgrades to critical
technology application, computer equipment and software for daily operations, and collective
bargaining adjustments.

Education expenses increased due to collective bargaining increases, fringe benefits, growth
in mandated costs for special education pupils, increased charter school costs, and expansion
of early childhood programs.

Social services expenses increased due to an increase in Administration for Children’s Services
expenses resulting from hiring of frontline staff, and new investments in child welfare to support
recent reform efforts and juvenile justice due to Raise the Age, legislation passed by New York
State which raised the age of criminal responsibility to 18 years of age. Department of Social
Services expenses increased due to the implementation of Fair Fares, rental assistance programs,
anti-eviction legal services, and Medicaid.

Transportation services expenses increased due to an increase in Department of Transportation
expenses resulting from increases in full-time position salary expenditures for the sidewalk
and pedestrian ramp programs, heat, light, power spending, and maintenance and operation
cost of infrastructure. Transit Authority expenses increased due to City contributions to the
MTA’s Subway Action Plan and City funding for other capital projects.

Housing expenses increased due to increased expenditures in the Department of Housing
Preservation & Development as a result of affordable housing production under Housing New
York 2.0 and large acquisitions to promote the development of permanent supportive housing.
Health expenses increased due to increases in expenses for City-funded programs and collective
bargaining funding for NYC Health + Hospitals. Additionally, Department of Health and Mental
Hygiene expenses increased due to new investments in environment health, substance misuse,
and emergency preparedness. There was also more spending in other areas, including family
and child health, disease control, and epidemiology.

Libraries expenses increased due to higher operating subsidies to support the continuation of
library services and operating expenses, including costs associated with capital ineligible
repairs and upkeep.
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In Fiscal Year 2018, the government-wide revenues increased from Fiscal Year 2017 by
approximately $3.4 billion and government-wide expenses increased by approximately
$5.8 billion.

The major components of the changes in government-wide revenue increases were:

Tax revenues, net of refunds, increased overall, as a result of the following:

- An increase in real estate taxes resulted from growth in billable assessed value during
the fiscal year.

- An increase in sales and use taxes driven primarily by an increase in consumer spending
due to low unemployment, stable local job growth, and healthy visitor spending.

- An increase in income taxes driven primarily by increases in personal income taxes and
unincorporated business income taxes. Both increases were in part due to the required
repatriation of non-qualified deferred compensation from overseas accounts by the
December 31, 2017 deadline. In addition, personal income taxes also increased due to
changes to the New York State School Tax Relief Program (STAR), prepayments
precipitated by the Federal Tax Cuts and Jobs Act, and a strong underlying economy.

- For all other taxes, increases in Payment in Lieu of Taxes (PILOT) was due to higher
PILOT payments, primarily from Battery Park City Authority and Economic
Development Corporation managed properties. Hotel room occupancy taxes increased
due to increased tourism.

The major components of the changes in government-wide expenses were:

Overall government-wide OPEB expenses increased due to increased service costs, interest
on the total OPEB liability, and changes in the discount rate used to calculate the OPEB
liability.

General Government expenses increased due to implementation of new programs and increases
in program expenditures in the Department of Small Business Services, increases in spending for
Community Development Block Grant - Disaster Recovery (CDBG-DR) funded construction
management contracts associated with the Build it Back Program and East Side Coastal Resiliency
Program in the Department of Design and Construction.

Education expenses increased due to the growth in mandated costs for special education pupils,
collective bargaining increases, growth in charter school enrollment and related increases in
per pupil tuition levels, and increased facilities costs.

Social services expenses increased due to an increase in Department of Homeless Services
expenses resulting from improvements in the quality of the shelter system, fulfilling the goals
of the Mayor’s Turning the Tide Plan, and expansions in street solutions programming.
Additionally, increased spending in the Human Resources Administration resulted from
increases in homelessness prevention and permanent housing programs. Expenses increased in
Department of Youth and Community Development are due to significant expansion of programs
including Summer Youth Employment, Runaway Homeless Youth and School’s Out New York
City (SONYC) Afterschool.

Environmental protection expenses increased due to an increase in Department of Sanitation
expenses, which was driven by higher landfill closure construction costs at Fresh Kills,
increased waste export and staffing costs due to the Hamilton Avenue Marine Transfer Station
coming on line, higher uniformed overtime spending, and general wage increases under
collective bargaining agreements. Department of Environmental Protection increased
expenditures are related to the construction of major infrastructure projects. Specifically, the
ongoing construction of a bypass tunnel to address leaks in the Delaware Aqueduct and
compliance with the Filtration Avoidance Determination mandate and various projects for
the upgrade of the City’s water mains.

Housing expenses increased due to increased capital expenditures in the Department of
Housing Preservation & Development as a result of affordable housing production under
Housing New York 2.0.

Health expenses increased due to prepayments made to NYC Health + Hospitals and
implementation of system-wide information technology and infrastructure projects.
Additionally, Department of Mental Health and Hygiene expenses increased due to new
investments in environmental health, substance misuse, and mental health services.

15



The following charts compare the amounts of expenses and program revenues for Fiscal Years 2019 and 2018:

Expenses and Program Revenues — Governmental Activities
for the Fiscal Year ended June 30, 2019
(in billions)
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Expenses and Program Revenues — Governmental Activities
for the Fiscal Year ended June 30, 2018
(in billions)
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