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Human Resources Administration/Department of Social Services (069)

Mission Statement

The Department of Social Services/Human Resources Administration (DSS/HRA) provides income support, medical assistance, and specialized social support services to qualifying New York City residents in need.

FUNDING SUMMARY

	
	Fiscal 2006

Adopted
	Fiscal 2006 

Modified
	Fiscal 2007 

Preliminary

	Expense Budget
	
	
	

	City
	$5,267,433,633
	$4,893,605,516
	$5,163,799,584

	Other Categorical
	$0
	$0
	$0

	State
	$1,053,485,109
	$1,065,120,100
	$1,066,258,790

	Community Development
	$2,937,510
	$2,937,510
	$2,937,510

	Federal-Other
	$887,483,203
	$911,487,006
	$981,985,474

	Intra-City
	$20,768,268
	$25,808,059
	$20,768,268

	Total
	$7,232,107,723
	$6,898,958,191
	$7,235,749,626


Note: 1. In addition to the 2006 authorized budget appropriation shown above, associated costs for fringe benefits, judgments and claims are appropriated in the miscellaneous budget, pensions are appropriated in the pension contribution agency, debt service is appropriated in the debt service agency and legal services are appropriated in the law department and miscellaneous budget.

HEADCOUNT

	
	Fiscal 2006 

Adopted
	12/31/2005

Actual
	6/30/2006

Forecast
	Fiscal 2007 

Preliminary

	City
	11,333
	11,040
	11,499
	11,822

	Non-City
	4,234
	3,315
	4,022
	3,794

	Total
	15,567
	14,355
	15,521
	15,616


AGENCY OVERVIEW

The overall total Preliminary Budget allocation to the Department in Fiscal 2007 is only $3.6 million above the Fiscal 2006 Adopted Budget.  City funds are being reduced by $106.3 million from the Adopted Budget allocation of $5.3 billion. This reduction is primarily the result of a newly established State cap on the growth of Medicaid costs to localities, for which the Fiscal 2007 Executive Budget projected City savings of $110.3 million in Fiscal 2007. State funds show a net increase of slightly less than $13 million since the Adopted Budget, primarily reflecting increases for AIDS housing and adjustments to public assistance. Federal funds increase by a net amount of approximately $95 million since the Adopted Budget primarily reflecting new needs in AIDS housing and adjustments to public assistance and TANF Maintenance of Effort requirements.

The total Current Modified Budget of $6.9 billion is $373.8 million below the Adopted Budget allocation for the Department. This reduction reflects a one-time year-end accrual benefit of $380 million (which was reflected in the Fiscal 2006 November Plan) that resulted from the implementation of the State cap on the growth of Medicaid expenditures to localities. 

The Department’s City-supported headcount is scheduled to increase from the Adopted Budget allocation of 11,333 to the Preliminary Budget allocation of 11,822. The variance of 489 staff is primarily due to an action in the Preliminary Budget that would fund the HIV/AIDS Services Administration’s (HASA) case management with City funds rather than with federal funds (see U/A 205). The Department’s total headcount would increase by 49 staff. This is due to a staffing increase built into the budget to address caseload increases in various programs.

Highlights

The Fiscal 2007 Preliminary Plan budget proposes to reduce the City allocation to the Department by $253.1 million. This net reduction includes a new need of $11.6 million in City funds, PEGs of $3.9 million, and Other Adjustments related to Medicaid and TANF of $260.8 million.  The PEGs are reflected in the Medicaid budget (see U/A 104, in this report), the new needs are related to collective bargaining (various U/As) as well as to the HIV/AIDS Services Administration (see U/As 105 and 205).

In addition, the Fiscal 2007 Preliminary Budget does not restore cuts to the Human Resources Administration/Department of Social Services in Fiscal 2007 and the outyears. These cuts were restored by the City Council in the Fiscal 2006 Adopted Budget but not baselined by the Mayor in the City's Financial Plan. Among the planned reductions impacting the Department are the following: Unemployment /SSI Employment Legal Advocacy, Managed Care Consumer Assistance Program (MCCAP), and Emergency Food. (For more detail, please see the “Funding Analysis” sections in the succeeding pages.)
UNITS OF APPROPRIATION

The operating budget of an agency is structured into several levels, each of which provides varying levels of detail on an agency’s spending plans. The unit of appropriation (“U/A”) is the most basic level of detail within an agency operating budget.  U/As are essentially the building blocks of the City’s Expense Budget.  It is at this level that the Council adopts the City’s Expense Budget.  The City Charter requires that U/As represent the amount appropriated for personal services (i.e. salaries) or Other Than Personal Services (i.e. supplies) for a particular program, purpose, activity or institution.  What follows is the U/A structure and January 2006 Financial Plan actions for the Department of Social Services/Human Resources Administration.  

Public Assistance

	U/A#
	U/A Name
	Fiscal 2006 Adopted

Budget
	Fiscal 2006

 Modified as of 2/6/06
	Fiscal 2007 Preliminary 

Budget
	Percent 

Change Since Adopted

	203*
	Public Assistance-PS
	$245,286,233  
	$229,115,746  
	$234,415,911  
	-4.43%

	103**
	Public Assistance-OTPS
	$1,976,562,203  
	$2,012,559,466  
	$2,027,949,452  
	2.60%

	
	Total 
	$2,221,848,436  
	$2,241,675,212  
	$2,262,365,363  
	1.82%


*U/A 203: Responsible for determining eligibility for administering, coordinating and monitoring public assistance for eligible persons and for services assisting in independence from public assistance, including employment services.

**U/A 103: Provides assistance and support to eligible public assistance cases and funds contracts with voluntary or community based agencies. Funding is also provided for program specific materials and services for agency operated public assistance programs.

Funding Analysis for Public Assistance

Public Assistance.  U/A 103 covers benefits to be paid to, or on behalf of, public assistance enrollees. The bulk (81 percent) of the $2.03 billion in gross OTPS funds represents income support payments ($1.3 billion), and employment services ($480.3 million) which includes $252.1 million for child care expenditures.

The Fiscal 2007 Preliminary Budget allocation of $2.03 million in combined City, State and Federal funds for Public Assistance Programs (U/A 103) is $51 million above the Fiscal 2006 Adopted Budget appropriation. The difference is primarily due to an anticipated increase of $79 million in gross Safety Net expenditures, and a $29 million decrease in gross TANF expenses.  In addition to income support, the proposed Fiscal 2007 Budget includes $480.2 million in gross funds for Employment Services/Child Care, and $23.2 million for a wide range of services including eviction prevention, substance abuse treatment, burials and medical examinations (in connection to eligibility determinations) through contracted providers. U/A103 also includes $31.1 million in gross funding for Home Energy Assistance, and child support payments and collections.  Food Stamps grants are not reflected in the Department’s budget.
Income Support. During the last 12 months, the City’s income support caseload has remained essentially flat, with an average of 211,136 cases in Calendar 2005.  This contrasts with the steady increase in the welfare rolls of Calendar 2004, when the caseload peaked at 219,418 (May 2004). The reasons for the lower 2005 caseload levels are not clear. Job growth may not be a factor given that from 2004 to 2005, job growth was less than 0.2 percent. The decline may have more to do with other reasons. A snapshot of a recent week (January 15, 2006) shows that 25 percent of the undercare cases were either sanctioned or in the process of being sanctioned.

Of the $1.3 billion in anticipated Fiscal 2007 gross income support expenditures, $843.5 million ($262.7 million City funds, or 25 percent) represents benefits to TANF-participating families, and $500.3 million ($232.5 million City funds, or 47 percent) represents benefits to non-TANF participating individuals and families.   As TANF beneficiaries hit the five-year TANF limit, those who remain eligible for income support are moved into the non-TANF income support program. Under federal welfare reform law, non-TANF benefits are not federally funded, and therefore require a higher City contribution of 50 percent, instead of the 25 percent contribution for TANF beneficiaries.  
As of December 2005, there were 414,556 welfare recipients, mostly (57 percent) children.  The majority of welfare enrollees are TANF-participants with less than 5 years in the program (194,431 enrollees, or 47 percent). Non-TANF participating beneficiaries include 106,940 children and adults who have reached TANF’s five-year limit, and 113,185 (26 percent) Safety Net participants.    

Housing Stability Plus (HSP). The Preliminary Budget includes approximately $80 million in City, State and federal funding in the HRA budget to support the HSP program. The Department of Homeless Services (DHS) through an Intra-City agreement with HRA administers HSP. A $20 million City funds allocation leverages the additional non-City funding.

According to DHS data, HSP enrollment is nearly 4,700 as of December 2, 2005. The average family of three receives a rental subsidy of $925 a month, approximately $525 above the normal rental allowance for a family of that size who is on public assistance. Under the rules for the HSP program, the supplementary amount will be reduced by 20 percent, or $105, after the first year.  The supplement will be phased out completely in five years.

Other Planned Reductions. The Fiscal 2007 Preliminary Budget does not restore cuts to the Human Resources Administration/Department of Social Services in Fiscal 2007 and the outyears. These cuts were restored by the City Council in the Fiscal 2006 Adopted Budget but not baselined by the Mayor in the City's Financial Plan for Fiscal 2007 and the outyears. Among the planned reductions impacting the Department are the following:

· Unemployment /SSI Employment Legal Advocacy:  A $2.5 million allocation to Legal Services of NY (LSNY) and the Legal Aid Society (LAS) was restored in Fiscal 2006 but not in Fiscal 2007 and the outyears.  This funding supports legal advocacy for unemployed individuals who have been wrongly denied Unemployment Insurance Benefits (UIB). It also supports legal representation at hearings before Administrative Judges to help disabled individuals and the unemployed receive the Unemployment Insurance Benefits (UIB) and/or the Supplemental Security Income (SSI) benefits they have been wrongly denied.  (Note: This program is funded in the Miscellaneous Budget in Fiscal 2006.)
January Plan Actions for Public Assistance

The Preliminary Budget would increase City funding for Public Assistance by $39.1 million (excluding increases for collective bargaining and utilities) in Fiscal 2007. Proposed adjustments to the City’s Public Assistance allocation include:

· TANF MOE Adjustment: The Preliminary Budget includes City savings of $43.3 million. These funds were allocated in anticipation of potential TANF MOE penalties that did not materialize.  The Preliminary Budget adds a corresponding amount in federal funds, with no impact on the Department’s gross budget.   

· Public Assistance Re-estimate: The Preliminary Budget includes a funding adjustment that adds $4.2 million in City funds for Fiscal 2007. This adjustment reflects several actions. It includes a technical adjustment to reflect $16 million in retroactive federal reimbursement for public assistance recipients (mostly SN) who are SSI-eligible. It also reflects an increase in Safety Net (SN) beneficiaries, a program that requires a higher City contribution of 50 percent (or $8.4 million in combined City and State funds).
As of January 2006 there were 113,710 individuals in the Safety Net Program (SNP), 193,695 persons were receiving TANF Family Assistance Program (FAP), and 106,562 persons were long-term stayers over the Five-Year Time Limit. By July 2006, OMB projects a caseload of 116,372 Safety Net beneficiaries, 190,059 TANF-Family Assistance recipients and 104,689 long-term stayers. However, the Preliminary Budget projects a slight decrease in the overall number of public assistance recipients, from an average 413,387 in Fiscal 2006, to an average of 411,120 in Fiscal 2007 (see table below). 

Public Assistance Recipients in the City

	Program 
	Actual Jan 2006
	Projected July2006

	Safety Net
	113,710
	116,372

	TANF FAP 
	193,695
	190,059

	Over 5-Yr Time Limit
	106,562
	104,689

	Average
	413,387
	411,120


State Issues and Highlights Related to Public Assistance

· FFFS. The State Fiscal 2006-2007 Executive Budget continues the Flexible Fund for Family Services (FFFS). The State proposal this year would redirect to the FFFS $1.025 billion of the TANF Surplus (the amount of federal TANF bock grant funds that exceeds spending on public assistance).  The entire TANF Surplus is greater than the $1.025 billion; the balance is spent on the Earned Income Tax Credit (EITC) and on State Operations. The stability of the FFFS funding level in future years is uncertain given fluctuations in the caseload and the pending reauthorization of the federal TANF program. 
· Child Care and FFFS. The $1.025 billion incorporates into the FFFS $379 million in TANF Surplus Funds that are currently dedicated to child care. Once incorporated into the FFFS, the funds could be used for any TANF-eligible program and would not be restricted to child care.
· Full Family Sanctions. As in last year’s Executive Budget, the Governor proposes full family sanctions to families on public assistance when the head of household fails to meet work requirements. In such cases, the entire family would stop receiving public assistance.  In the New York City well over one-third of Family Assistance recipients may lose benefits if this proposal were to be enacted.

· Penalties.  The Governor’s budget proposes to impose penalties on counties that fail to meet a 50 percent work participation rate.  New York City’s work participation rate in 2004 was 38 percent. 

· Earned Income Disregard. The proposed budget would overlook a higher amount of income for the purposes of determining a person/family’s eligibility for public assistance. For families receiving welfare for less than 5 years, the income disregard would be 50 percent of earnings. The income disregard for families on welfare for over 5 years would be reduced to 25 percent.

· EITC for non-custodial parents. The Governor proposes an Earned Income Tax Credit for employed young non-custodial parents ages 18-35 that are up-to-date in their child support payments.

Federal Issues and Highlights Related to Public Assistance

· TANF. The recent Conference Agreement reached in Congress on the Federal Fiscal 2006 – 2007 budget creates new incentives for states to impose new barriers to poor families seeking assistance. Under current law, states receive a caseload reduction credit, which essentially reduces the existing 50 percent work participation mandate. Under the new TANF provisions, states’ 50 percent work participation rate would only be reduced if the state’s caseload falls below its 1995 caseload levels. As a result, many states could face penalties. The average participation rate in the nation under the Conference rules would have been 30 percent in 2003. States that fail to meet the new requirements would face financial penalties.  The Conference agreement provides no new TANF funding and provides insufficient new federal child care funding (only $200 million a year) to child care to all new work participants under the 50 percent work requirement. The Congressional Budget Office estimates that the new work requirements are likely to lead states to impose new barriers to poor families (as it would be too expensive for states to place more people in the welfare-to-work programs), or face fiscal penalties.

UNITS OF APPROPRIATION

Medical Assistance

	U/A#
	U/A Name
	Fiscal 2006 Adopted

Budget
	Fiscal 2006

 Modified as of 2/6/06
	Fiscal 2007 Preliminary 

Budget
	Percent 

Change Since Adopted

	204*
	Medical Assistance-PS
	$106,422,568  
	$112,333,645  
	$107,933,635  
	1.42%

	104**
	Medical Assistance-OTPS
	$4,271,291,382  
	$3,892,354,382  
	$4,182,858,316  
	-2.07%

	
	Total 
	$4,377,713,950  
	$4,004,688,027  
	$4,290,791,951  
	-1.99%


*U/A 204: Responsible for determining eligibility for Medicaid, directly administering, coordinating and monitoring medical assistance for eligible persons.

**U/A 104: Provides funding for the City share of all Medical payments and associated administrative costs, on behalf of eligible persons enrolled in the Medicaid Program. Major programs include funding for hospitals, nursing homes, managed care organizations, prescription drugs and contracted home care services.
Funding Analysis for Medical Assistance

The programmatic budget for the Medical Assistance Program reflects only the City contribution of the State-managed federal Medicaid Program. The current 50 percent federal and 25 percent State Medicaid contribution (40 percent for long-term care) are reflected in the New York State budget. Thus, New York City’s total Medicaid expenditures appear to be approximately $5 billion (when including the City’s contribution to Medicaid payments made to HHC).  When State and federal matching funds are taken into account, anticipated Fiscal 2007 gross Medicaid spending in the City is closer to $16 billion.

The Fiscal 2007 Preliminary Budget allocation for Medicaid is scheduled to decrease by $86.9 million.  This is due to a newly established State cap on the growth of Medicaid expenditures to localities. The cap is based on the 2005 calendar year Medicaid cost plus an annual growth factor of 3.5 percent in 2006, 3.25 percent in 2007, and 3 percent thereafter. The Office of Management and Budget (OMB) anticipates savings of $110.3 million in Fiscal 2007, $344.4 million in Fiscal 2008 and $634.3 million in Fiscal 2009 associated with the cap. These projected savings were incorporated in the City’s Fiscal 2006 Executive Plan.  In addition, many counties experienced a one-time year-end accrual benefit in Fiscal 2006 only, and this explains the difference between the Fiscal 2006 Adopted Budget and the Current Modified Condition for Fiscal 2006.  One-time savings of $380 million were incorporated in the Department’s Fiscal 2006 November Plan. An additional $70 million in one-time savings are reflected in the Health and Hospital’s Corporation’s Fiscal 2006 budget.  This one-time savings, along with the 3 percent increase in Medicaid costs for which the City has to contribute, are primarily responsible for the net $86.9 million difference between the Medicaid allocations of $4.37 billion in the Fiscal 2006 Adopted Budget, and the $4.29 billion in the Fiscal 2007 Preliminary Plan. 

Other Planned Reductions. The Fiscal 2007 Preliminary Budget does not restore cuts to the Human Resources Administration/Department of Social Services in Fiscal 2007 and the outyears. These cuts were restored by the City Council in the Fiscal 2006 Adopted Budget but not baselined by the Mayor in the City's Financial Plan for Fiscal 2007 and the outyears. Among the planned reductions impacting the Department are the following:

· Managed Care Consumer Assistance Program (MCCAP). The Adopted Budget provided $668,000 in funding to MCCAP. This action restored $268,000 to MCCAP and provided added funds of $400,000 to help expand the program to areas with high concentrations of immigrants. MCCAP operates through a network of community organizations, with the Community Service Society (CSS) acting as the central coordinating agency.   These funds were provided to CSS through an intra-city arrangement with the Department of Health and Mental Hygiene (DOHMH).
January Plan Actions for Medical Assistance

The Preliminary Budget would adjust City funding in Fiscal 2007 for Medical Assistance by $38.9 million (excluding increases for collective bargaining). Proposed adjustments to the City’s Medical Assistance Program include:

· Medicaid Budget Re-alignment. The Fiscal 2007 Preliminary Budget includes a technical adjustment of $222.6 million in savings to reflect the State’s cap on localities’ Medicaid expenses for Fiscal 2007 and the outyears.  Before the Medicaid cap was set, the Department’s budget reflected retroactive reimbursements for services such as the Lombardi Program.  Because of the State’s Medicaid cap, the City will no longer receive this reimbursement and the Preliminary Plan adjusts the budget accordingly.

· Early Intervention. An initiative in the Department of Health and Mental Health’s (DHMH) budget will result in City savings for which DSS/HRA will receive a PEG credit of $1.1 million in Fiscal 2007, $2.4 million in Fiscal 2008, $3.5 million in Fiscal 2009 and $4.4 million in Fiscal 2010. City savings will be realized by claiming Medicaid reimbursement for eligible early intervention participants. The City does not project additional City Medicaid expenditures due to the newly established State cap on the costs to localities. EI provides a range of therapeutic and supportive services to infants and toddlers up to three years of age who have developmental delays or disabilities.  Early Intervention services must be provided to eligible children at no cost to their families. EI is financed through a combination of State and county funds (50-50 share), Medicaid, and private commercial insurance.

· Collective Bargaining.  The Preliminary Plan includes an adjustment for collective bargaining of $869,000 in City funds ($1.1 million in gross funds), of which $59,464 is reflected in U/A 204.

State Issues and Highlights Regarding Medical Assistance

· Family Health Plus (FHP).  The Governor’s proposed Budget would exclude from FHP eligibility employees from large companies (over 100 employees) and increase co-payments for visits to the emergency room that are deemed inappropriate. In such cases, co-payment charges would increase from the current $3, to $25 per visit. It would also allow providers to deny care when a patient is unable to pay a required co-payment.  Savings would not be reflected in the City’s budget, as FHP costs are 100 percent State funded.
· Long-Term Care (LTC). The Governor proposes to broaden existing restrictions to Medicaid coverage of LTC by imposing new restrictive measures. Among them, the Governor proposes to extend the look back period to 60-months (a person seeking Medicaid Long Term coverage would have to transfer assets five years prior to applying for Medicaid coverage); eliminate the option of a spouse to refuse contributing to the costs of providing medical support of a spouse who is applying for Long-Term Medicaid coverage (needs federal approval).

· Medicaid Managed Care. The Executive Budget would make the Medicaid managed care program permanent and would expand mandatory enrollment to Seriously and Persistently Mentally Ill persons (for health benefits only); it would accelerate mandatory enrollment of SSI beneficiaries; and would mandate enrollment of persons with dual mental health and substance abuse problems into State-sponsor managed care programs (for behavioral health benefits only). 

· Immigrants. The Governor’s Budget proposes to eliminate certain non-emergency services for undocumented immigrants but offers no details on this proposal.   
· Reduce Hospital and Nursing Home Reimbursement. The Governor’s Budget includes many of the actions he proposed in last year’s budget. Among other things, the Fiscal 2006 - 2007 Executive Budget proposes to eliminate Medicaid trend factor; reduce GME (Graduate Medical Education) reimbursement to the “actual” costs; reduce rate for “uncomplicated” inpatient substance abuse/chemical dependence services over three years; and increase penalties to providers who fail to submit cost reports. The proposed actions would result in an estimated $647 million loss to hospitals statewide.  New York City’s Health and Hospital Corporation anticipates losing between $150-$170 million if the Governor’s proposals were to be enacted. On nursing homes, the Governor proposes to update the nursing home reimbursement methodology, resulting in $340 million in additional revenue to nursing homes.  

Federal Issues and Highlights Related to Medical Assistance

· Premiums and co-payments. The recent Conference agreement in Congress for Fiscal 2006 – 2007 reduces nationwide gross Medicaid spending by $11 billion over five years and $42 billion over ten years.  A large proportion of the Medicaid savings would result from imposing more out-of-pocket expenditures on Medicaid beneficiaries by charging increased co-payments and premiums.  Increased cost-sharing would likely discourage Medicaid enrollment and drive enrollees to forgo health care services and medications. Low income persons with incomes between 100 -150 percent of the Federal Poverty Level (FPL) would have to pay co-payments of up to 10 percent of health care services received and persons with incomes above 150 of the FPL could pay up to 20 percent of care. States would also be allowed to increase existing co-payment charges using the medical care component of the Consumer price index (CPI), which has historically increased twice as fast as the general inflation rate. However, co-payments may not surpass 5 percent of a family’s income over a three-month period.

· Proof of citizenship. The Conference agreement requires U.S. Citizens to provide proof of citizenship in the form of a birth certificate or passport. While this measure is intended to stop undocumented immigrants from falsely claiming citizenship, a report by the HHS Office of Inspector General last year did not find substantial evidence of this being a problem.  The new documentation requirement represents an added burden for applicants, particularly for those who are disabled, homeless or who are a victim of an emergency.  According to reports, there are also a number of African-American seniors born before the 1940s who never received birth certificates due to lack of access to hospital care at birth.

UNITS OF APPROPRIATION

Adult Services – HIV/AIDS Services Administration – Crisis Intervention Services

	U/A#
	U/A Name
	Fiscal 2006 Adopted

Budget
	Fiscal 2006

 Modified as of 2/6/06
	Fiscal 2007 Preliminary 

Budget
	Percent 

Change Since Adopted

	205*
	Adult Services-PS
	$64,327,285  
	$66,653,010  
	$77,510,826  
	20.49%

	105**
	Adult Services-OTPS
	$205,420,817  
	$215,175,427  
	$231,190,499  
	12.54%

	
	Total 
	$269,748,102  
	$281,828,437  
	$308,701,325  
	14.44%


*U/A 205: Provides for administration, coordination and monitoring of programs for crisis and disaster services, domestic violence shelters, adult protective services, and case management and housing services for people with AIDS and HIV illness.

**U/A105: Provides for contracts with voluntary or community based organizations to provide adult protective services, services for domestic violence and people with AIDS/HIV illness. Included is funding for program specific materials for agency operations.

Funding Analysis for APS/ HASA/ CIS

Units of Appropriation 205 and 105 cover a range of programs including Adult Protective Services (APS), funded at $9.2 million in gross funds ($625,000 City funds) in Fiscal 2007; HIV/AIDS Services Administration (HASA), funded at $141.8 million in gross funds ($54.6 million City funds); Crisis Intervention Services (CIS), funded at $65.4 million in gross funds ($14.9 million City funds); and the Emergency Food Program (EFAP), funded at $10.4 million in gross funds ($6.8 million City funds).

The Fiscal 2007 Preliminary Budget increases funding for U/As 105 and 205 by $38.9 million, from $269.8 million at budget adoption, to $308.7 million in Fiscal 2007.  The increased allocation is primarily due to a baselined increase in costs that are built into the plan to address projected caseload changes and cost increases such as provider rates and rent subsidies. 

EFAP is the only program within Unit of Appropriation 105 that is budgeted in Fiscal 2007 at a lower level than the current year’s budget.  EFAP’s budget is scheduled to decrease to $10.4 million in gross funds from the Adopted Budget of $12.5 million, a $2.1 million decrease. This scheduled decrease is primarily explained by a Council restoration in Fiscal 2006 that the Administration did not baseline in Fiscal 2007 and the outyears (see “Other Planned Reductions,” below). 

Other Planned Reductions. The Fiscal 2007 Preliminary Budget does not restore cuts to the Human Resources Administration/Department of Social Services in Fiscal 2007 and the outyears. These cuts were restored by the City Council in the Fiscal 2006 Adopted Budget but not baselined by the Mayor in the City's Financial Plan for Fiscal 2007 and the outyears. Among the planned reductions impacting the Department are the following:

· Emergency Food. The Adopted Budget allocated $2 million in funding to emergency food providers and anti-hunger advocacy organization through EFAP, however these added funds were not allocated in Fiscal 2007 and the outyears. At the Council’s request, $503,500 of the $2 million allocated was subsequently moved to the Department of Youth and Community Development’s budget for emergency food providers.

January Plan Actions APS/ HASA/ CIS

HASA Housing and Case Management. The Preliminary Budget proposes several actions that affect Fiscal 2006, Fiscal 2007, and Fiscal 2008 and the outyears in different but related ways. Generally speaking, three actions are occurring:

· New HASA housing is being created. Specifically, 227 new scatter site apartments and 688 congregate units by Fiscal 2008.

· The City budget is undoing the HOPWA (Housing Opportunity for People with AIDS) swap over three fiscal years. Thus, City funds are shifted from housing to case management and federal funds and State funds are added to housing.

· The City budget will shift case management staff onto City-funded staff lines over three years: A total of 222 in Fiscal 2006, a total of 440 in Fiscal 2007 and a total of 546 in Fiscal 2008 and the outyears.

Fiscal 2006

The Fiscal 2007 Preliminary Budget includes a net new need of $9.9 million in City funds ($20.8 million in combined City, State and federal funds). This net number reflects an increase of $19.8 million ($2.4 million in city funds) to support 227 new scatter-site apartments and 688 new congregate units by Fiscal 2008. This new need also reflects $7.6 million in added City funds for case management, essentially reallocating federal HOPWA funds from case management to housing, and City funds to support case management. This action also brings 222 staff onto city-funded lines that had been counted as non-City funded. 

Fiscal 2007

The Fiscal 2007 Preliminary Budget includes a net new need of $11.9 million in City funds ($23.6 million in combined City, State and federal funds). This net number reflects an increase of $22.6 million to support 227 new scatter-site apartments and 688 new congregate units by Fiscal 2008. This new need also reflects $15 million in added City funds for case management, essentially reallocating federal HOPWA funds from case management to housing, and City funds to support case management. This action also brings 440 staff onto city-funded lines that had been counted as non-City funded. 

Fiscal 2008 and the Outyears

The Fiscal 2007 Preliminary Budget includes a net new need of $15.6 million in City funds ($30.9 million in combined City, State and federal funds). This net number reflects an increase of $29.9 million to support 227 new scatter-site apartments and 688 new congregate units by Fiscal 2008. This new need also reflects $18.6 million in added City funds for case management, essentially reallocating federal HOPWA funds from case management to housing, and City funds to support case management. This action also brings 546 staff onto city-funded lines that had been counted as non-City funded.

HASA Supportive Housing and Scatter Site. City funds for supportive housing and scatter site increase by $2.1 million in Fiscal 2006 in this Plan to $44,686,000 but have actually declined minimally since the Adopted Budget when City funds were $44,794,000. Overall, HASA supportive housing and scatter site increases by $8.2 million in Fiscal 2006 as compared to the Adopted Budget going from $92,940,000 to $101,182,000.

City funds for supportive housing and scatter-site decrease by $3 million in Fiscal 2007 in this Plan to $44,274,000 which is the same City-funding level as the Adopted Budget. Overall, HASA supportive housing and scatter site increases by $25.8 million in Fiscal 2007 as compared to the Adopted Budget going from $92,240,000 to $118,187,000.

City funds for supportive housing and scatter-site decrease by $3 million in Fiscal 2008 in this Plan to $44,274,000 which is the same City-funding level as the Adopted Budget. Overall, HASA supportive housing and scatter site increases by $36.1 million in Fiscal 2008 as compared to the Adopted Budget going from $92,240,000 to $128,313,000.
· Collective Bargaining.  The Preliminary Budget includes an adjustment for collective bargaining of $869,000 in City funds ($1.1 million in gross funds), of which $71,015 is reflected in U/A 205.

UNITS OF APPROPRIATION

Agencywide Administration

	U/A#
	U/A Name
	Fiscal 2006 Adopted

Budget
	Fiscal 2006

 Modified as of 2/6/06
	Fiscal 2007 Preliminary 

Budget
	Percent 

Change Since Adopted

	201*
	Administration-PS
	$231,753,791  
	$228,802,805  
	$242,847,543  
	4.79%

	101**
	Administration-OTPS
	$131,043,444  
	$141,963,710  
	$131,043,444  
	0.00%

	
	Total 
	$362,797,235  
	$370,766,515  
	$373,890,987  
	3.06%


*U/A 201: Provides for planning and policy development; coordinating programs; communicating to the public, other city agencies, various levels of governments; federal and state legislative analysis; providing for the following support services and general administrative functions: financial management, data processing, security, plant management and renovations, purchasing of materials and supplies; legal, budget, personnel,  auditing, staff development, psychiatric services, client fraud monitoring, child support enforcement and food commodities distribution.

**U/A 101: Provides supplies and materials, equipment, contractual and general fixed expenses supporting agency operations.

Funding Analysis for Agencywide Administration

The Preliminary Budget for Fiscal 2007 increases total spending for DSS/HRA by $11.1 million. This increase is primarily due to an increase in Personal Service costs, from the Fiscal 2006 Adopted Budget allocation of $231.8 million, to $242.9 million. 

January Plan Actions for Agencywide Administration

· Collective Bargaining.  The Preliminary Plan includes an adjustment for collective bargaining of $869,000 in City funds ($1.1 million in gross funds), of which $418,981 is reflected in U/A 201.

REVENUE BUDGET

	Class Description
	Fiscal 2006 Adopted
	Fiscal 2006 Modified as of 1/31/06
	Fiscal 2006 

Recognized

Revenue* as of 1/31/06
	Fiscal 2006 

Realized

Revenue** as of 1/31/06
	Fiscal 2007 January Plan as of 1/31/06

	Miscell
	$45,111,667  
	$45,111,667  
	$28,570,399  
	$28,570,399  
	$45,111,667

	Fed Grants-Agriculture
	$0  
	$1,816,554  
	$972,398  
	$0  
	$0

	Fed Grants-H H S
	$897,631,488  
	$969,703,850  
	$323,709,226  
	$185,939,875  
	$991,134,759

	Fed Grants-H U D
	$25,529,347  
	$26,529,347  
	$23,546,852  
	$21,610,271  
	$26,528,347

	Fed Grants-Hmlnd Scrty
	$0  
	$244,591  
	$0  
	$0  
	$0

	State Grants-Social Serv
	$1,080,169,531  
	$1,088,298,522  
	$464,288,791  
	$244,685,517  
	$1,092,943,212

	Total Revenue Budget
	$2,048,442,033  
	$2,131,704,531  
	$841,087,666  
	$480,806,062  
	$2,155,717,985


*Recognized revenue column represents claims submitted or expenditures incurred for a specific program that qualifies for reimbursement from State, Federal and private grants.

**Realized revenue represents cash received by the City

Revenue Budget Analysis

As of January 31, 2006, seven months into the Fiscal Year, the Department has claimed 39 percent of anticipated revenues that total $2.1 billion. Only $480.8 million has been realized (paid), 23 percent, thus far in the fiscal year and only 57 percent of claims have been paid. 

The disparity in realized revenue vs. anticipated revenue is most profound for federal grants anticipated from HHS and State Social Services grants. HRA has only claimed roughly a third of anticipated HHS revenue and has collected only 19 percent of HHS revenue.  State Social Services grant revenue collection currently stands at 23 percent, with less than 43 percent claimed from the State. 

While outstanding recognized and realized revenue is often reconciled by the agency, OMB, and the Comptroller by the October after a given fiscal year (“the close”), this situation of tardy claiming and untimely collection of anticipated revenues creates several problems for the fiscal management of the city. One example is the pressure exerted on accurate projections of cash flow. Cash flow projections become nearly impossible if agencies fail to issue claims in a timely manner and maintain revenue received in holding codes, rather than assign them to their proper source until the close in October. As of February 5, 2006, HRA has $527 million in holding codes in Fiscal 2006. 

A related and deeply troubling issue involves outstanding State and federal claims that are not ultimately paid to the City despite being categorized as anticipated revenues in a given fiscal year. These unpaid revenues are categorized as “open receivables” and are carried forward on the City’s books (often over several fiscal years) until they are either paid or written off as “bad receivables.” HRA currently has $167.2 million in open receivables on its books extending back to Fiscal 2001.

 Administration for Children’s Services (068)

Mission Statement

The Administration for Children’s Services (ACS) protects and ensures the well-being of New York City’s children and families.  ACS investigates child abuse and neglect reports and provides contract preventive services to children.  ACS also provides direct foster care and adoption services, as well as contractual services through foster care agencies citywide.  The Agency also administers Head Start sites and enrolls children in child care programs through contracted providers or child care vouchers.

FUNDING SUMMARY

	
	Fiscal 2006

Adopted
	Fiscal 2006 

Modified
	Fiscal 2007 

Preliminary

	Expense Budget
	
	
	

	City
	$601,071,551
	$615,686,874
	$591,843,380

	Other Categorical
	$0
	$103,102
	$0

	State
	$523,664,295
	$529,772,966
	$610,701,331

	Community Development
	$23,715,436
	$23,916,761
	$3,715,436

	Federal-Other
	$1,015,505,685
	$1,039,064,960
	$917,408,686

	Intra-City
	$27,000,000
	$24,150,000
	$27,000,000

	Total
	$2,190,956,967
	$2,232,694,663
	$2,150,668,833


HEADCOUNT

	
	Fiscal 2006 

Adopted
	12/31/2005 Actual
	6/30/2006 Forecast
	Fiscal 2007 

Preliminary

	City
	6,242
	6,121
	6,766
	6,701

	Non-City
	166
	308
	167
	166

	Total
	6,408
	6,429
	6,933
	6,867


AGENCY OVERVIEW

The major January Plan actions relate to several initiatives ACS Commissioner John Mattingly announced in January that are intended to strengthen ACS’s response to child abuse and neglect.  These initiatives are one component of ACS’s response to several recent child fatalities in families who were known to ACS through either an ACS investigation or the child’s previous removal and placement in foster care.  The details of the initiatives that are included in the January Plan are listed below in the “January Plan Actions” section under the heading “Child Protection Initiatives”.  There is also discussion in the same section of several child protection initiatives that were not funded in the January Plan.

In addition, the January Plan does not include $11.2 million for vital programs that the City Council funded in the Fiscal 2006 Adopted Budget.  (For more detail, see the “Funding Analysis” section).

Trend Analysis

	FIVE-YEAR HEADCOUNT ANALYSIS

	
	June 2002 Actual
	June 2003 Actual
	June 2004 Actual
	June 2005 Actual
	Proposed 2007

	Headcount
	7,525
	6,596
	6,153
	6,343
	6,867


The headcount figures above show a substantial decrease in ACS’s headcount between June 2002 and June 2004.  Part of this decrease is explained by the transfer of the Office of Child Support Enforcement to the Human Resources Administration (HRA) (774 positions).  In addition, ACS’s budgeted headcount was reduced by 134 positions due to a planned transfer of the child care eligibility function to HRA.  This planned transfer was never implemented.

In addition, ACS laid off approximately 400 workers in Fiscal 2004.  According to OMB, the layoffs included legal, MIS and finance positions, as well as foster care administrative and case worker positions.  At that time, ACS stated that no child protective workers were laid off.  However, it is not clear whether these layoffs had any impact on the agency’s child protection function.

UNITS OF APPROPRIATION

The operating budget of an agency is structured into several levels, each of which provides varying levels of detail on an agency’s spending plans. The unit of appropriation (“U/A”) is the most basic level of detail within an agency operating budget.  U/As are essentially the building blocks of the City’s Expense Budget.  It is at this level that the Council adopts the City’s Expense Budget.  The City Charter requires that U/As represent the amount appropriated for personal services (i.e. salaries) or Other Than Personal Services (i.e. supplies) for a particular program, purpose, activity or institution.  What follows is the U/A structure and January Financial Plan actions for ACS.

	U/A#
	U/A Name
	Fiscal 2006

 Adopted

Budget
	Fiscal 2006

Modified as of

2/6/06
	Fiscal 2007

 Preliminary 

Budget
	Percent 

Change Since 

Adopted

	001
	Personal Services
	$244,339,439  
	$246,281,784  
	$262,148,517  
	7.29%

	002
	Other Than Personal Services
	$75,298,127  
	$69,999,208  
	$68,223,752  
	-9.40%

	
	Total 
	$319,637,566  
	$316,280,992  
	$330,372,269  
	3.36%


	U/A#
	U/A Name
	Fiscal 2006

 Adopted

Budget
	Fiscal 2006

Modified as of

2/6/06
	Fiscal 2007

 Preliminary 

Budget
	Percent 

Change Since 

Adopted

	003
	OCSE/Headstart/Daycare-PS
	$8,720,073  
	$8,785,915  
	$8,829,815  
	1.26%

	004
	OCSE/Headstart/Daycare-

OTPS
	$605,930,226  
	$642,919,702  
	$541,982,949  
	-10.55%

	
	Total 
	$614,650,299  
	$651,705,617  
	$550,812,764  
	-10.39%


	U/A#
	U/A Name
	Fiscal 2006

 Adopted

Budget
	Fiscal 2006

Modified as of

2/6/06
	Fiscal 2007

 Preliminary 

Budget
	Percent 

Change Since 

Adopted

	005
	Administrative-PS
	$76,545,471  
	$82,097,338  
	$85,976,556  
	12.32%

	
	Total
	$76,545,471  
	$82,097,338  
	$85,976,556  
	12.32%


	U/A#
	U/A Name
	Fiscal 2006

 Adopted

Budget
	Fiscal 2006

Modified as of

2/6/06
	Fiscal 2007

 Preliminary 

Budget
	Percent 

Change Since 

Adopted

	006
	Child Welfare-OTPS
	$1,180,123,631  
	$1,182,610,716  
	$1,183,507,244  
	0.29%

	
	Total 
	$1,180,123,631  
	$1,182,610,716  
	$1,183,507,244  
	0.29%


Funding in Units of Appropriation 001 and 006 supports the investigation of child abuse and neglect reports, the direct administration, coordination and monitoring of programs for the care of neglected and abused children--including foster care and adoption services--and the provision of support and preventive services to families and children.  This funding also supports payments to voluntary, community-based agencies and City-operated programs for child welfare services, including foster care, preventive, protective and adoption services, adoption subsidy payments and special education payments made for foster children.

Funding in Units of Appropriation 003 and 004 supports the administration, coordination and monitoring of head start and child care programs.  This funding also supports contractual services that provide child care and head start services

Funding in Units of Appropriation 002 and 005 supports the overall administration, coordination and monitoring of agency programs; communicating with the public, other City agencies and various levels and offices of government; analyzing and interpreting federal and state legislation; recommending enactment of legislation; and providing support and general administrative functions, including financial management, data processing, security, plant management, purchasing supplies and materials, legal, budgeting, personnel and payroll.

Funding Analysis

The following programs were funded by the City Council in the Fiscal 2006 Adopted Budget but not baselined by the Mayor in the Fiscal 2007 January Plan:

· Family Child Care Slots.  ACS would eliminate approximately 1,800 family child care slots, resulting in a $10 million reduction in Fiscal 2007. 

· CONNECT Program.  ACS would eliminate the Community Empowerment Program (CEP) operated by CONNECT, Inc. The program provides culturally affirming and community-focused services designed to enhance the ability of community and school-based organizations to respond to domestic violence.  By providing education, technical assistance and training, as well as direct funding to CBOs, CONNECT’s community partnerships enable families to access the help they need in their own communities and in their own languages through organizations already familiar to them.  This action would result in a $1.2 million reduction in Fiscal 2007. 

January Plan Actions

Child Protection Initiatives

· Intensive Family Services Unit.  ACS will hire 249 additional child protective workers in its Intensive Family Services Unit, at a cost of $2.8 million in Fiscal 2006 ($1.2 million in City funds) and $11 million in Fiscal 2007 and the outyears ($5 million in City funds).  This unit provides oversight of families who have been investigated and assessed by ACS and where ACS has determined that removal of the child is not warranted.  This action will increase the headcount for this unit to 582 positions. 

· Child Protection Management.  ACS will hire 35 additional child protective managers to improve field office supervision, at a cost of $708,000 in Fiscal 2006 ($319,000 in City funds) and $2.8 million in Fiscal 2007 and the outyears ($1.3 million in City funds).  This action will increase the headcount for child protective managers to 138 positions. 

· Family Court Attorneys.  ACS will hire 32 additional family court attorneys to reduce attorney caseloads, at a cost of $608,000 in Fiscal 2006 ($274,000 in City funds) and $1.5 million in Fiscal 2007 and the outyears ($674,000 in City funds).  This action will increase the headcount for family court attorneys to 312 positions. 

· Child Protection Training.  ACS will hire 14 additional staff to train child protective workers in investigatory and assessment practices, at a cost of $241,000 in Fiscal 2006 ($109,000 in City funds) and $971,000 in Fiscal 2007 and the outyears ($437,000 in City funds).  ACS will also transfer funding from an existing training consultant contract ($750,000), which will convert 14 consultants into ACS trainers.  This action will increase the headcount for child protection trainers to 95 positions. 

The January Plan does not include funding for the following child protection initiatives that were announced by the Commissioner in January.  As of November 2005, ACS had 214 vacancies in its City Funds headcount and 74 vacancies in its Total Funds headcount.  While these vacancies may be filled by some of the new child protective workers, there are not enough vacancies for ACS to hire 525 additional workers.  It is therefore not clear how ACS will hire these workers without additional funding being added to its budget.

· Child Protective Workers.  ACS will hire an additional 525 child protective workers to maintain caseloads at appropriate levels. 

· Investigative Workers.  ACS will hire 20 experienced law enforcement professionals to enhance investigatory practice in ACS’s field offices. 

· Ombudsman’s Office.  ACS will open an Ombudsman’s Office to provide assistance to City agencies and foster care and preventive service providers that have concerns about the progress of a current or closed child protective investigation. 

New Needs

· Foster Parent Support.  The January Plan includes new funding for a Preventive Services initiative that will assist foster parents in keeping foster children in foster boarding home settings and in preventing foster children from entering congregate care settings (group homes).  This initiative will cost $11.5 million in Fiscal 2007 and the outyears ($4 million in City funds).

· Youth Placement Initiative.  The January Plan includes new funding for a Preventive Services initiative that will help to prevent delinquent youth from entering foster care.  This initiative will cost $11.5 million in Fiscal 2007 and the outyears ($4 million in City funds).

Other Adjustments

· Congregate Care Savings.  The January Plan includes savings of $10.7 million in Fiscal 2007 and the outyears ($8.1 million in City funds) in congregate foster care.  This action represents the savings OMB anticipates will result from the two Preventive Services initiatives discussed above (Foster Parent Support and Youth Placement Initiative).  OMB estimates that these two Preventive Services initiatives will reduce the congregate care census by at least 190 children.  The two Preventive Services initiatives will therefore not need any additional funding because they will be funded by the $8.1 million in City funds savings. 

· Social Services COLA.  The January Plan includes $926,000 in Fiscal 2006 ($324,000 in City funds) and $632,000 in Fiscal 2007 and the outyears ($221,000 in City funds) for a cost of living adjustment (COLA) for workers at Beacon preventive programs under contract with ACS.  The COLA provides a one-time payment of $1,000, a 12 percent raise effective April 1, 2005, and an additional two percent raise effective April 1, 2005 (the two percent raise will be funded by productivity improvements and other operational savings). 

· Collective Bargaining Adjustment.  The January Plan includes $1 million in Fiscal 2006, Fiscal 2007 and the outyears ($461,000 in City funds) for a collective bargaining adjustment.  This funding is needed for a DC 37 collective bargaining increase included in a previous Financial Plan that was not sufficiently funded at that time.

· Additional Revenue for Beacon Preventive Program.  The January Plan transfers $369,000 in City funds from the Department of Youth and Community Development (DYCD) to ACS in Fiscal 2006, Fiscal 2007 and the outyears.  This funding is being transferred so that ACS can claim $686,000 in additional State funding for the Beacon Preventive program.

REVENUE BUDGET

	Class Description
	Fiscal 2006 Adopted
	Fiscal 2006 Modified as of 1/31/06
	Fiscal 2006 

Recognized

Revenue* as of 1/31/06
	Fiscal 2006 

Realized

Revenue **as of 1/31/06
	Fiscal 2007 January Plan as of 1/31/06

	Miscell
	$3,419,000  
	$3,419,000  
	$1,161,444  
	$1,161,444  
	$3,419,000

	Fed Grants-H H S
	$1,029,091,968  
	$1,056,548,986  
	$173,841,294  
	$37,152,833  
	$930,997,032

	Fed Grants-Hhs
	$458,728  
	$458,728  
	$97,899  
	$0  
	$456,665

	Fed Grants-Hmlnd Scrty
	$0  
	$12,083  
	$0  
	$0  
	$0

	State Grants-Social Serv
	$534,268,335  
	$544,118,182  
	$98,330,637  
	$23,150,967  
	$621,305,371

	Nongvt Grant-Social Serv
	$0  
	$25,780  
	$0  
	$0  
	$0

	Nongvt Grant-Other
	$0  
	$76,772  
	$0  
	$0  
	$0

	Total Revenue Budget
	$1,567,238,031  
	$1,604,659,531  
	$273,431,274  
	$61,465,244  
	$1,556,178,068


*Recognized Revenue represents claims submitted or expenditures incurred for a specific program that qualifies for reimbursement from State, Federal and private grants.

**Realized revenue represents cash received by the City.

Revenue Budget Analysis

As of January 31, 2006, seven months into the Fiscal Year, ACS has claimed 17 percent of anticipated revenues that total $1.6 billion. Only $61.5 million has been realized (paid), 4 percent, thus far in the fiscal year and only 22 percent of claims have been paid. 

The disparity in realized revenue vs. anticipated revenue is most profound for federal grants anticipated from HHS and State Social Services grants. ACS has only claimed 16 percent of anticipated HHS revenue and has collected only 3.5 percent of HHS revenue.  State Social Services grant revenue collection currently stands at 4 percent, with only 18 percent claimed from the State. 

While outstanding recognized and realized revenue is often reconciled by the agency, OMB, and the Comptroller by the October after a given fiscal year (“the close”), this situation of tardy claiming and untimely collection of anticipated revenues creates several problems for the fiscal management of the city. One example is the pressure exerted on accurate projections of cash flow. Cash flow projections become nearly impossible if agencies fail to issue claims on a timely manner and maintain revenue received in holding codes, rather than assign them to their proper source until the close in October. As of February 5, 2006, ACS has $640 million in holding codes in Fiscal 2006. 

A related and deeply troubling issue involves outstanding State and federal claims that are not ultimately paid to the City despite being categorized as anticipated revenues on a given fiscal year. These unpaid revenues are categorized as “open receivables” and are carried forward on the City’s books (often over several fiscal years) until they are either paid or written off as “bad receivables.” ACS currently has $154.2 million in open receivables on its books extending back to Fiscal 2003.

State Issues and Highlights

· The SFY 2006-07 Executive Budget proposes to continue the Flexible Fund for Family Services (FFFS) that was created last year to replace the TANF Surplus.  Under the FFFS, it is not clear how much funding will be allocated to the State Child Care Block Grant (CCBG).  In the SFY 2005-06 Enacted Budget, child care was funded outside of the FFFS due to actions by the State Legislature.  If child care funding remains within the FFFS in the SFY 2006-07 Enacted Budget, it is likely that the City will face a reduction in State funding for its child care program.

Federal Issues and Highlights

· The recently enacted Fiscal 2006 Federal Budget Reconciliation Bill includes only $1 billion nationwide in additional funding for child care over five years.  The Congressional Budget Office (CBO) has estimated that $8.4 billion in additional child care funding is needed for states to meet new TANF work requirements and $11 billion in additional child care funding is needed for states to meet new work requirements and to maintain existing child care slots after accounting for inflation.  It is estimated that by 2010, this under-funding of child care will result in the elimination of 255,000 child care slots nationwide for low-income working families not on TANF.

Department of Homeless Services (071)

Mission Statement

The Department of Homeless Services (DHS) provides emergency housing and transitional support services to homeless families and individuals.  The Crisis Intervention Service Bureau assesses the needs of homeless families, provides emergency housing, and eventually places families in permanent housing.  The Special Services for Adults Bureau provides similar services for homeless individuals, and offers outreach services to homeless individuals not in the shelter system.  The majority of family services and single adult services are provided by non-profit organizations.

FUNDING SUMMARY

	
	Fiscal 2006

Adopted
	Fiscal 2006 

Modified
	Fiscal 2007 

Preliminary

	Expense Budget
	
	
	

	City
	$309,228,012
	$309,916,624
	$303,236,453

	Other Categorical
	$0
	$0
	$0

	State
	$217,043,936
	$217,006,362
	$211,054,577

	Community Development
	$4,050,733
	$6,509,027
	$4,050,733

	Federal-Other
	$172,806,250
	$178,930,305
	$155,427,452

	Intra-City
	$31,121,017
	$31,121,017
	$31,121,017

	Total
	$734,249,948
	$743,483,335
	$704,890,232


HEADCOUNT

	
	Fiscal 2006 

Adopted
	12/31/2005

Actual
	6/30/2006

Forecast
	Fiscal 2007 

Preliminary

	City
	2,292
	2,229
	2,292
	2,292

	Non-City
	1
	32
	3
	1

	Total
	2,293
	2,261
	2,295
	2,293


AGENCY OVERVIEW

DHS’ shelter census is projected to continue declining in Fiscal 2007 for both family shelter and adult cases. The City had seen a steady rise in the demand for family shelter with levels reaching as high as 9,242 families in January 2003. January 2006 data marked the family census at 7,613, a decline of nearly 18 percent over the roughly three-year period.
The Preliminary Budget anticipates budget savings totaling just over $8 million in Fiscal 2007 and the outyears due to the projected decline in family and adult shelter census. This is part of an overall PEG savings plan of $13.7 million for Fiscal 2007. 
Increased spending is planned in three key areas, two of which represent new City funding. DHS plans to spend $1.8 million in City funds (growing to $7.1 million in Fiscal 2008 and the outyears) to contract out its adult men’s intake functions. In addition, DHS will invest $1.4 million in City funds in Fiscal 2007 to enhance services for adult families in Tier II facilities. Finally, DHS will use $5 million in State funds to provide aftercare services in Fiscal 2007 and 2008.

The Preliminary Budget does not include $1.2 million in funding for three Council funding priorities to continue beyond Fiscal 2006: the Adult Rental Assistance Program $900,000, Project Renewal $200,000 and the Brennan Housing Study $84,000

Trend Analysis – Family Shelter and Length of Stay

	                             FAMILY SHELTER CENSUS 2001-2006
	

	Fiscal Year
	Jan 2001
	Jan. 2002
	Jan. 2003
	Jan. 2004
	Jan. 2005
	Jan. 2006

	# Families
	5,553
	6,921
	9,242
	9,067
	8,553
	7,613

	Length of Stay
	310 days
	319 days
	299 days
	354 days
	342 days
	346 days


There are 7,613 families in shelter as of January 2006. The growth in the number of homeless families peaked between January 2002 and January 2003 when a net increase of 2,321 families entered shelter for a total of 9,242 families. The number of homeless families has declined consistent with the Administration’s stated five-year goal to reduce homelessness and eliminate chronic homelessness. Length of stay has fluctuated and in fact remains high at 346 days on average in January 2006.

A key component of DHS’s plan to reduce homelessness is its efforts to disincentivize shelter. One aspect of this effort was the virtual removal of federal Section 8 voucher availability for homeless families. This policy change was introduced in conjunction with Housing Stability Plus (HSP) a rental subsidy program designed for homeless families receiving public assistance. The Preliminary Budget includes approximately $80 million in City, State and federal funding in the HRA budget to support the HSP program. The Department of Homeless Services (DHS) through an Intra-City agreement with HRA administers HSP. A $20 million City funds allocation leverages the additional non-City funding.

According to DHS data, HSP enrollment is nearly 4,700 as of December 2, 2005. The average family of three receives a rental subsidy of $925 a month, approximately $525 above the normal rental allowance for a family of that size who is on public assistance. Under the rules for the HSP program, the supplementary amount will be reduced by 20 percent, or $105, after the first year.  The supplement will be phased out completely in five years.  

UNITS OF APPROPRIATION

The operating budget of an agency is structured into several levels, each of which provides varying levels of detail on an agency’s spending plans. The unit of appropriation (“U/A”) is the most basic level of detail within an agency operating budget.  U/As are essentially the building blocks of the City’s Expense Budget.  It is at this level that the Council adopts the City’s Expense Budget.  The City Charter requires that U/As represent the amount appropriated for personal services (i.e. salaries) or Other Than Personal Services (i.e. supplies) for a particular program, purpose, activity or institution.  What follows is the U/A structure and January 2006 Financial Plan actions for the Department.

Homeless Services

	U/A#
	U/A Name
	Fiscal 2006 Adopted

Budget
	Fiscal 2006

 Modified as of 2/6/06
	Fiscal 2007 Preliminary 

Budget
	Percent 

Change Since Adopted

	100
	Homeless Services- PS
	$107,983,364  
	$108,532,486  
	$105,837,783  
	-1.99%

	200
	Homeless Services-OTPS
	$626,266,584  
	$634,950,849  
	$599,052,449  
	-4.35%

	
	Total 
	$734,249,948  
	$743,483,335  
	$704,890,232  
	-4.00%


100 and 200

Provides for the administration, planning and policy development, operation, coordination and monitoring of transitional residences and other programs for homeless families and single adults. OTPS appropriation to contract for transitional residential services and to purchase supplies, materials and other services required to support agency operations.
Funding Analysis

Under the proposed Preliminary Budget, DHS funding would decline by four percent in Fiscal 2007 as compared to the Adopted Budget. In addition to the net funding changes of $5.3 million included in the Preliminary Budget (see January Plan Actions) and the exclusion of $1.2 million in Council-funded priorities (see below) for Fiscal 2007, which would reduce DHS’ budget, by $6.5 million, there is a $10.9 million gross reduction from a prior Financial Plan. DHS had planned to reduce spending by $10.9 million (saving $4.6 million in City funds) by eliminating overnight placements by Fiscal 2007. The Department based this savings on a new Emergency Assistance Unit (EAU) facility being online for Fiscal 2007 that would replace the old EAU and the new temporary intake facility, PATH. This project had been originally funded at $30 million in the DHS capital budget which is projected to increase as their have been site issues and the project is still in the design phase. The projected completion of the new EAU is now 2008.  

City Council Fiscal 2006 DHS priorities not included in the Fiscal 2007 Preliminary Budget are as follows:

· Adult Rental Assistance Program $900,000: This funding fully restored the reduction to the City Council’s Adult Rental Assistance Program, which totals $1.8 million. The program assists in the provision of rent subsidies and other needed services to homeless individuals who are transitioning to work. 
· Project Renewal $200,000: This funding supports the operation of Project Renewal’s  Culinary Arts Program.  The program helps homeless men and women in recovery from substance abuse prepare for jobs in the food service industry.

· Brennan Center Housing Study $84,000: This funding supports a study of the extent of the need for counsel for tenants facing eviction in Housing Court. The Brennan Center for Justice at New York University conducts the study. 

January Plan Actions

PEGS ($16 million) 

· Family Shelter Capacity Re-Estimate. An expected decline in the family shelter census by the end of Fiscal 2007 will result in City savings of $4.7 million and a gross funds reduction of $12.6 million. As per DHS January 2006 data, there are 7,613 families living in emergency housing. OMB estimates the savings based on the reduction of 717 units of capacity in hotels and scatter site placements. The family shelter contract budget will be $298.6 million in Fiscal 2007 with $111.6 million in City funds.
· Adult Capacity Re-Estimate. An expected decline in the adult shelter census by the end of Fiscal 2007 will result in City savings of $5.6 million. OMB estimates the savings based on the reduction of 105 units of capacity out of a total of 9,000. The homeless single adult shelter contract budget will be $219.2 million in Fiscal 2007 with $100 million in City funds.
· State Reimbursement for Adult Shelters. The City will receive $10.6 million in Fiscal 2007 and $10.1 million in Fiscal 2008 through State reimbursements pertaining to emergency repairs for DHS facilities. These funds had been previously withheld and were not part of the City’s anticipated reimbursements. In Fiscal 2007, DHS will utilize $5.6 million as a PEG savings and the balance of $5 million will provide aftercare services for people leaving shelter (see New Needs section below).
New Needs $9 million

· Adult Men’s Intake Contracting Out.  DHS plans to close its adult men’s intake center in its 30th Street Manhattan facility. While other functions would continue at this site, DHS will issue an RFP in the next several months with the goal of decentralizing intake using three contractors, one each for Manhattan, Brooklyn and the Bronx.  DHS plans to have decentralized intake fully operational in Fiscal 2008 with a planned start in late Fiscal 2007. The RFP was scheduled for release in February but has not been issued. The DHS budget will include nearly $1.8 million in additional City funds in Fiscal 2007 for this initiative and $7.1 million in Fiscal 2008. 
· New Shelter Model for Adult Families. “Adult families” are families in shelter who have children over 18 years of age. DHS will receive $1.4 million in City funds ($2.2 million in gross funds) to establish a new model Tier II facility with intensive case management services including on-site training for adults. By providing enhanced services, DHS hopes to self-fund this program by Fiscal 2008, presumably by assisting adult families to find permanent housing or otherwise leave the shelter system. 

· Aftercare. DHS plans to develop an aftercare program for people in shelter. It is unknown if this effort will focus on families, single adults or both. While the Department has not fully fleshed out its plans, a $5 million investment of State funds in Fiscal 2007 and Fiscal 2008 is proposed. The funding is being placed in the OTPS budget and will presumably be delivered through contracted providers. The services may focus on supports that will help people remain in housing such as crisis assistance and dealing with the annual reductions in HSP rental supplements.

Other Adjustments $1.7 million

· Adult Shelter Staff Transitional Costs. DHS has contracted out two adult intake centers the Brooklyn Women’s Shelter and the Franklin Women’s Shelter that were previously run by the Department. However, transitional staff costs related to the transfer will require $663,000 ($452,000 in City funds) in Fiscal 2006 and $138,000 ($122,000 in City funds) in Fiscal 2007. 

· Temporary Family Intake Staff Costs. DHS plan to close the EAU and consolidate intake at PATH until a new EAU is built requires transitional staff costs. A total of $1.2 million is needed in Fiscal 2006 only with $353,000 coming from City funds. PATH is currently open for new applicants but re-applicants for shelter have been using the original EAU. 
· Clothing Bank Rent. DHS utilizes the services of a non-profit provider Peter Young for clothing bank services for the homeless. Peter Young is run out of the Mayor’s Office of Volunteerism and has been using an EDC owned space for its clothing warehouse. Beginning in Fiscal 2007 and continuing in the outyears, the clothing bank must pay rent for the space to the City. DHS’ budget is increased by $161,000 in City funds to increase the clothing bank contract for this purpose. 
· Trades Prevailing Wage. DHS internal trade staff consisting primarily of plumbers, electricians and carpenters is to receive a cost of living adjustment based on discussions between the Office of Labor Relations and the Comptroller’s office regarding prevailing wages for trades. A total of $1.2 million ($1.1 million in City funds) will be added in Fiscal 2006 and the outyears. 
REVENUE BUDGET
	Class Description
	Fiscal 2006 Adopted
	Fiscal 2006 Modified as of 1/31/06
	Fiscal 2006 

Recognized

Revenue* as of 1/31/06
	Fiscal 2006 

Realized

Revenue **as of 1/31/06
	Fiscal 2007 January Plan as of 1/31/06

	Fed Grants-H H S
	$178,619,517
	$184,914,685
	$55,829,708
	$14,848,138
	$161,240,719

	Fed Grants-H U D
	$0
	$4,073,876
	 $0
	 $0
	$0

	State Grants-Social Serv
	$222,582,472
	$225,957,216
	$76,605,186
	$2,680,933
	$216,593,113

	Total Revenue Budget
	$401,201,989
	$414,945,777
	$132,434,894
	$17,529,071
	$377,833,832


*Recognized revenue column represents claims submitted or expenditures incurred for a specific program that qualifies for reimbursement from State, Federal and private grants.

**Realized revenue represents cash received by the City

Revenue Budget Analysis

As of January 31, 2006, seven months into the Fiscal Year, DHS has claimed 32 percent of anticipated revenues that total $414.9 million. Only $17.5 million has been realized (paid), 4 percent, thus far in the fiscal year and only 13 percent of claims have been paid. 

The disparity in realized revenue vs. anticipated revenue exists in each revenue class. DHS has only claimed 29 percent of anticipated HHS and HUD revenue and has collected only 8 percent of anticipated federal revenue. State Social Services grant revenue collection currently stands at 1 percent, with only 34 percent claimed from the State. 

While outstanding recognized and realized revenue is often reconciled by the agency, OMB, and the Comptroller by the October after a given fiscal year (“the close”), this situation of tardy claiming and untimely collection of anticipated revenues creates several problems for the fiscal management of the city. One example is the pressure exerted on accurate projections of cash flow. Cash flow projections become nearly impossible if agencies fail to issue claims on a timely manner and maintain revenue received in holding codes, rather than assign them to their proper source until the close in October. As of February 5, 2006, DHS has $88.5 million in holding codes in Fiscal 2006. 

A related and deeply troubling issue involves outstanding State and federal claims that are not ultimately paid to the City despite being categorized as anticipated revenues on a given fiscal year. These unpaid revenues are categorized as “open receivables” and are carried forward on the City’s books (often over several fiscal years) until they are either paid or written off as “bad receivables.” DHS currently has over $91 million in open receivables on its books extending back to Fiscal 2004.
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