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Executive Summary 

The Council is pleased to submit its response to the Mayor’s Preliminary Fiscal 2008 Budget.  

Over the last couple of years New York City has moved past one of the greatest fiscal crises in the City’s history to enjoy a period of robust economic growth. In the years following September 11, 2001, the Administration, together with the Council, has made tough choices to recreate the environment necessary for economic growth. In fact, 2006 was an excellent year for the City’s economy. Employment and wages were up, the commercial real estate market was thriving, and, by some measures, economic activity even exceeded its pre-9/11 peak.   

The City’s economy continues to grow, but we cannot afford to think that all of our problems are solved or even that our robust economy will continue unabated.  Moving forward, the pace of the City’s economic growth will likely soften. In response to the inevitable ebb and flow of any economy, a key priority for the Council is to use times of economic upswing to make fiscally prudent choices that will help gird the City during times of economic downturn. This is why, among other things, the Council believes that cautious and prudent budgeting requires a Rainy Day fund, a savings account that we need the State’s permission to create. 

Not only will the pace of the City’s economic growth begin to slow down but the bustling economy the City has already enjoyed has impacted New Yorkers unevenly.  Making the City the best it can be for all residents is one of the greatest priorities for the Council.  This is why the Council’s response includes initiatives that would help make New York a more affordable, more livable, and healthier city for all New Yorkers.

Finally, the Council continues its commitment to making the City’s budget process more accountable to the people whom we serve. The Council has begun a process whereby the Council-funded programs are evaluated to ensure that public funds are used in the most efficient and effective manner possible.

Make New York City More Affordable

Middle-income households continue to struggle to keep pace with the costs of daily life in the City, and housing costs take the biggest bite out of most people’s paychecks. A livable City is one where housing, including both rents and ownership, is within reach  for everyone. To this end, the Council has created a package of initiatives that would bring affordable housing one step closer to reality for so many residents.  

The Council recognizes that homeowners are not the only ones shouldering the higher property tax burden.  Renters have as well, because landlords, in the form of rent increases, often pass along property taxes.  To make New York more affordable for renters, the Council calls for a $300 income tax credit to qualifying persons. This measure, valued at $261 million, would benefit the City’s 1.1 million low and middle-income renters. 

Certain renters, such as seniors and persons with disabilities, are more vulnerable to increases in rents.  In order to assist City’s seniors and persons with disabilities and ensure they are able to continue living in their homes, the Council supports legislation which would expand the Disability Rent Increase Exemption and the Senior Citizen Rent Increase Exemption programs. An increase in the income thresholds will allow more seniors and persons with disabilities to qualify for these programs that are so crucial for this segment of the population. 

The cost of purchasing a home has similarly hit New Yorkers hard. The average price of a home in New York City is 57 percent higher than elsewhere in the United States. To help first-time homebuyers, the Council proposes creating the Renters to Owners Opportunity Fund (ROOF). ROOF would provide closing cost and down payment assistance to those homeowners who do not qualify for the City’s HomeFirst program which has an unrealistically low income threshold. 

The Council seeks to make the City more affordable by not only helping first-time homebuyers, but also ensuring that current homeowners can remain in their homes.  During the recent boom there has been a significant increase in many new types of high-risk mortgages, and the City has witnessed an 18 percent increase in foreclosures. To prevent and aid those homeowners facing the possibility of foreclosure, the Council proposes to allocate $1 million to partner City homeowners with reputable mortgage counseling programs proven to prevent foreclosures to provide pre-purchase homeownership counseling. 

Lastly, the Council is committed to providing current homeowners some relief from property taxes. In 2004, the City offered a $400 annual property tax rebate for residential owners of homes or co-ops/condos for three years in recognition of the burden homeowners have been under since the 18.5 percent increase in the property tax rate in 2002.  The Council has joined the Mayor in actively lobbying the State for authorization to continue this much needed property tax relief.

Make New York City More Livable

A livable City is one where all neighborhoods are vibrant with services that better the lives of all, where residents feel safe and secure, where residents can access quality health services, and where opportunities for learning are readily available.  To make the City more livable for all New Yorkers, the Council has proposed several initiatives that would offer valuable services to meet demands in all neighborhoods.

Demand for library service is at an all-time high, yet, on average, our libraries are open fewer hours per week than most of the libraries in other parts of the country. Our libraries are the center of communities; they provide learning centers for all residents and are the one after-school program universally available to all students. Despite increasing library demand, many City branches are closed for an entire weekday just so that they can provide service on Saturday. To help make this City more livable, in the Fiscal 2008 budget, the Council will keep its promise to continue to fight for our City’s libraries and to ensure that our libraries remain open six days a week.

In addition to extending library services for all, we need to provide our City’s children with the strongest educational foundation possible. One of the most important steps in the education process is to begin as early as possible. The Council fought hard to finally provide 2,200 full-day Universal Pre-Kindergarten Program (UPK) slots and would like to add an additional 2,100 slots. To help community-based organizations that offer UPK, the Council also proposes additional funding for professional development, staff salary increases, and staff retention. 

In addition to educating our children, the City must ensure that our children are and remain safe. Although not often thought of in this manner, the offices of the City’s District Attorneys serve a front-line public safety function. A large part of their work takes place on the streets, in child advocacy centers, in schools and on the Internet. To ensure that City prosecutors can properly investigate and prosecute child abuse cases, the Council proposes adding $3 million to fund investigation and prosecution activities in the offices’ of the District Attorneys and child advocacy centers.

Make New York City Healthier

In addition to an affordable and livable City, the Council will seek to make New York City healthier. The Council’s vision for health reform is an accessible and efficient health care system that promotes healthier New Yorkers through prevention and wellness. To promote a healthier New York City and reduce long-term health care costs, the Council calls for the expansion of primary health care capacity and access to fresh produce for all New Yorkers. 

The Council proposes a five-year initiative to expand primary care capacity through the creation of ten state-of-the-art health care facilities in the communities with the most severe primary health care shortages.

Currently, more than half of the City’s communities face significant shortages of primary care physicians and centers that serve low-income patients. As a result, low-income New Yorkers disproportionately rely on emergency room services for health care.  Easy accessibility of health care centers and primary care physicians affects not only the physical but financial health of the City. 

In addition to making it easier to access health care, the Council believes that we should encourage healthy choices by increasing access to healthy food.  To increase the availability of fresh produce in these low-income areas and to make it more affordable, the Council proposes expanding farmers’ market food stamp access by increasing usage of electronic food stamp benefits at these locations; providing seed funding for Youth Markets which will introduce students to fresh produce and conduct outreach at schools; and developing new agricultural education opportunities by training farmers in regional farming practices and supporting certain local farms.  

Improve the Budget Process

The Council has and continues to propose a number of reforms to the budget process that are critical to allowing priorities to be set and maintained. The Council is pleased that it and the Administration have taken solid steps to ending the annual budget dance. Several vital Council programs have been baselined—made permanent—in the City’s budget, thus ending the cut-and-restore fight of previous years. However, the Council recognizes that there is more to be done to improve the City’s budgeting process.  Also, the City’s spending and saving decisions need to be more transparent so that agencies are accountable to the public as well as to the legislature who is responsible for their funding. Reforms in the Fiscal 2008 budget would affect the Council’s internal budget process and the budget process as a whole. 

The Council has begun an unprecedented evaluation process to review its own Council initiatives. This evaluation will allow the Council to scrutinize programs in detail, including the services provided by a particular program, whether program goals are being met, and whether the program’s goals reflect current needs. Organizations will be required to submit agency performance reports and a Council evaluation form. This review has allowed and will continue to allow the Council to determine which programs are no longer needed based on needs and performance-based criteria. To date, a significant number of such initiatives have been identified for potential cuts. 

A budget is ultimately improved by increasing accountability to the public. The goals of a transparent and responsive government cannot be attained without additional reforms to the City’s current budget process. Agency budgets should be reviewed programmatically in detail so that the Council can determine whether the programs’ objectives or agency activities have been achieved. Standards should be incorporated into the capital budget to allow the Council to measure the progress of projects. If implemented, these reforms would allow the Council and the public to focus on the City’s budgetary priorities and long-term planning goals. 

This response to the Preliminary Budget consists of three parts: the Council’s Alternative Financial Plan; the Council Tax Revenue Forecast; and the Response to the Capital Budget.  Taken as a whole, the response speaks to the Council’s core principles: Budget cautiously, save now for the future, continually review spending and programs to maximize efficiency; and make the budget process more accountable and more effective for the public whom we serve.
The Economy And Tax Revenue

The National Economy – A Very Soft Landing

After three years of strong economic growth averaging over 3 percent annually, the U.S. economy is showing signs of a mild slowdown. The Gross Domestic Product showed a 2.5 percent growth in the fourth quarter of 2006.  This slowdown should continue through the Fall of 2007 before the economy returns to a more normal rate of growth.  Council Finance expects growth in 2007 to be 2.4 percent, but will subsequently pick up with an average annual growth of 3 percent from 2008-2011.

The main culprit for this slowdown is a weakening housing market.  For the past eight years, housing prices increased by double digits.  With rising long-term mortgage rates, this will not continue.  Another cause for the slowdown is reduced growth in consumer spending.  For several years, a strong economy has been sustained by consumers spending beyond their personal incomes, while banking on the increased wealth from their appreciating property values. With homes no longer appreciating, spending has scaled down, though in the fourth quarter of 2006, households were still spending more than their income.

The national economy appears to be weathering a fairly mild slowdown.  Home sales and values, though dropping, are showing signs of reaching their cyclical trough.  The limited slowdown in consumption indicates that the weak housing market has not seriously spilled over into other sectors. On the positive side, corporate profits have been strong, encouraging firms to continue to invest and expand employment. Consequently, nonresidential fixed investment will grow faster than the economy as a whole throughout this period.  In addition, the falling dollar and strong growth overseas have helped U.S. exports.  These two factors will help keep the economy growing.

So far, the slowdown is concentrated in residential construction and manufacturing consumer durables, such as automobiles.  These sectors are less important in the City than in the country as a whole.

New York City Economy - Continuing Growth

2006 was an excellent year for the City’s economy.  Employment and wages were up, the commercial real estate market was strong, and by some measures, economic activity finally exceeded its pre-9/11 peak.  Last year, the City gained around 62,400 private sector jobs.  To date, it has gained back about 3/4ths of the 174,000 private sector jobs lost in the recession and after 9/11.

The current real estate market has two components: a softening residential market and a robust commercial market.  The slowdown in the residential market reflects the national slowdown, but some special features of the City’s economy will moderate it.  The City is doing very well, and in the short-term there is strong income growth due, in large part to an excellent Wall Street bonus season.  Also, while housing construction has been strong by New York City standards, there has not been the kind of speculative construction that has gone on in the rest of the country.  Nonetheless, Council Finance expects housing prices to stall over the next two years, with co-op/condo prices falling slightly and single family home prices growing less than inflation. 

The strong commercial real estate market reflects the growing employment in the City.  January vacancy rates are remarkable, with only 6.5 percent of Manhattan’s Class A office space vacant.  With a continued growth of employment, especially office employment, and relatively little new supply, the commercial real estate market will remain robust through the forecast period.

2006 was a fabulous year for the securities industry, as reported by the Securities Industry and Financial Markets Association (SIFMA).  Combined NYSE and NASD profits for 2006 amounted to a record-breaking $33.1 billion.  NYSE pretax profits, the number usually mentioned in budget discussions, is $20.9 billion, slightly below the 2000 record of $21 billion.  Early estimates of the first quarter of 2007 suggest continued strong growth in revenue and earnings.  Based on these estimates, Council Finance is predicting a strong bonus season on Wall Street. 

However, with a slowing national economy, Wall Street should have a good, but not remarkable, 2007 and 2008.  Council Finance believes that SIFMA revenues will continue to grow but at more modest rates.  This will contribute to a slower growth of wages and income in the City.  Council Finance, as compared to the City’s Office of Management and Budget (“OMB”), expects wages to grow faster than inflation in 2008 and 2009.

	Table 1. Economic Forecast – City Council Finance Division

	 
	2006
	2007
	2008
	2009
	2010
	2011

	National
	 
	 
	 
	 
	 
	 

	GDP 
	3.3%
	2.4%
	3.0%
	3.2%
	3.1%
	2.7%

	Employment
	1.9%
	1.2%
	1.3%
	1.5%
	1.4%
	0.9%

	CPI (Consumer Price Index)
	3.2%
	1.9%
	2.0%
	2.0%
	1.9%
	2.0%

	Federal Funds Rate
	5.0%
	5.2%
	5.0%
	5.0%
	5.0%
	5.0%

	10 Year Treasury Note Yield
	4.8%
	4.8%
	5.1%
	5.3%
	5.4%
	5.4%

	S&P 500 Stock Index Change
	8.6%
	8.2%
	4.5%
	5.5%
	6.4%
	7.4%

	 
	 
	 
	 
	 
	 
	 

	New York City
	 
	 
	 
	 
	 
	 

	Employment
	2.0%
	1.0%
	1.1%
	1.3%
	1.4%
	1.4%

	Average Wage
	9.7%
	4.4%
	4.6%
	4.8%
	5.5%
	5.5%

	Total Revenue from SIFMA*
	45.6%
	21.8%
	15.2%
	11.6%
	19.7%
	21.9%

	CPI-U (CPI for NYC area)
	3.8%
	2.0%
	2.4%
	2.2%
	2.2%
	2.2%

	*Securities Industry and Financial Markets Association
	
	
	
	

	
	
	
	
	
	
	


Tax Revenues

Chart 1: Growth in City Tax Revenues 
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New York City has seen strong, sustained growth in revenues, largely the result of strong real estate and securities markets, and a general recovery of the City’s economy. As the City’s economy slows down, so will the growth in tax revenues. Given Council Finance’s more optimistic forecast of the economy as compared to OMB, Council Finance sees the slowdown in revenue growth as less severe in Fiscal 2008, and the recovery occurring slightly earlier in Fiscal 2008. This is the principal difference between these two tax revenue forecasts. 

Table 2: Council Finance Tax Revenue Forecast 

(In millions, above/(below) Fiscal 2008 Preliminary Budget

	 (in millions)
	2007
	2008
	2009
	2010
	2011

	Real Property
	$30
	-$70
	-$119
	-$101
	$311

	Other Property Taxes
	$108
	$184
	$325
	$459
	$434

	Personal Income 
	$8
	$214
	$231
	$170
	$41

	Business Taxes
	$175
	$210
	$396
	$366
	$245

	Sales
	$26
	$62
	$107
	$76
	$3

	Other Taxes
	$9
	$19
	$34
	$38
	$34

	Total Taxes
	$355
	$619
	$974
	$1,008
	$1,068

	
	
	
	
	
	

	Growth Rates
	
	
	
	
	

	
	2007
	2008
	2009
	2010
	2011

	Real Property
	4.0%
	9.1%
	7.8%
	7.5%
	8.3%

	Other Property Taxes
	11.8%
	-8.8%
	-0.5%
	5.7%
	1.5%

	Personal Income 
	3.8%
	3.1%
	1.8%
	3.6%
	3.7%

	Business Taxes
	19.8%
	2.8%
	-0.7%
	4.4%
	4.3%

	Sales
	3.3%
	3.1%
	2.9%
	3.8%
	3.8%

	Other Taxes
	11.0%
	-8.7%
	0.1%
	2.0%
	1.8%

	Total Taxes
	7.2%
	3.0%
	3.5%
	5.3%
	5.3%


Although Council Finance’s tax revenue forecast for most taxes exceeds OMB’s, Council Finance’s property tax estimate is below OMB. This is because of an unexpected adjustment by the Department of Finance on the assessed values of certain properties.  On the Fiscal 2008 tentative roll issued in January 2007, the Department of Finance aggressively assessed nearly 35,000 class two residential and class four commercial properties whose owners failed to file the required income and expense statements. However, if owners contact the Department of Finance before May 1, 2007, taxpayers could have their assessments adjusted downward.  Council Finance’s estimate of this downward adjustment is carried through the plan period.

A detailed discussion of the Finance Division’s economic and revenue forecast is found in Appendix 1.

Risks to City’s budget
State Fiscal Year 2007-08 State Budget: $308 Million

Governor Spitzer and the State Legislature recently passed a budget for State Fiscal Year (SFY) 2007-08, which began on April 1, 2007.

Totaling $120.9 billion, the budget represents an increase of nearly $7 billion over the SFY 2006-07 Enacted Budget. 

Council Finance is just beginning to evaluate the details of the new budget and its impact on the City’ s budget.  While there may well be additional risks posed by the State budget to the City’s budget, a notable risk concerns the one-time reduction in revenue sharing.

The SFY 2007-08 Enacted Budget includes a one-time reduction to the City’s share of State revenue sharing aid, formally known as the Aid and Incentives to Municipalities program, or AIM.  The aid, $328 million annually, will be reduced by $308 million for the City’s Fiscal Year 2007.  The January Plan assumed the full funding for Fiscal 2007.

Revenue sharing was adopted in New York State with a two-fold purpose: to reduce local pressure on property taxes and to assist localities with paying for state responsibilities.  The growth of property taxes paid by City residents has outpaced growth in the rest of the State. Moreover, localities increasingly face a growing burden of State mandates. 

The risk this reduction presents to the City notwithstanding, this funding is all the more necessary because it is one of the few remaining sources of unrestricted aid for the City.

Unfunded Labor Costs: $200 Million

In early March 2007, the Administration reached a contract agreement with the Uniformed Firefighters Association.  The agreement is retroactive to August 1, 2006 and runs through July 31, 2008. The contract calls for raising salaries by about 8 percent: 4 percent on the first day of the contract and another 4 percent at the start of the contract’s second year.  In addition, starting pay is raised by about $10,000, to $35,000 though it is less than the nearly $37,000 starting pay in place before the previous contract.

The January Financial Plan does not reflect the full costs associated with this contract.

In addition, the contract agreement reached in November 2006 between the Administration and the United Federation of Teachers is not fully funded in the January Financial Plan.  The contract, which runs from October 2007 through October 2009, includes an increase in base pay by about 7 percent and provides a $1000 longevity increase to certain teachers.

The total labor costs not reflected in the January Financial Plan is about $200 million.

Ongoing Federal Risks: $100 Million

In February 2007, President Bush released his Executive Budget for Federal Fiscal Year 2008.  One notable risk to the City is the proposal to eliminate funding to graduate medical education (GME) programs. This cut would adversely impact the City’s world class teaching hospitals, including the City’s Health and Hospitals Corporation (HHC), by limiting the number of available teaching physicians, limit the quality of training, and even reduce the number of residents able to participate in specialty programs. The elimination of Federal funding for GME would impact the City by about $100 million.

Council Alternative Financial Plan

Table 3: Council Financial Plan

	
	2007
	2008
	2009
	2010
	2011

	
	
	
	
	
	

	REMAINING GAP IN JANUARY PLAN
	$0 
	$0 
	($2,617)
	($3,681)
	($3,621)

	
	
	
	
	
	

	BUDGET RISK CONTINGENCY
	($308)
	($300)
	($300)
	($300)
	($300)

	
	
	
	
	
	

	COUNCIL PRIORITIES
	
	($570)
	($599)
	($628)
	($650)

	
	
	
	
	
	

	    Restorations Not Baselined in Fiscal 2008
	
	 $    (266)
	 $    (266)
	 $    (266)
	 $   (266)

	
	
	
	
	
	

	    Council Initiatives 
	
	 $   (45.4)
	 $   (68.4)
	 $   (85.4)
	 $  (83.8)

	     Six Day Library Service
	
	     (15.7)
	     (29.2)
	     (42.7)
	     (42.7)

	     Universal Pre-K Initiative
	
	     (10.0)
	     (11.0)
	     (12.0)
	     (13.0)

	     Expand Primary Health Care Capacity
	
	       (0.7)
	       (0.8)
	       (4.8)
	       (2.7)

	     Homeownership Counseling
	
	       (1.0)
	       (1.0)
	       (1.0)
	       (1.0)

	     Renters-to-Owners Opportunity Fund (ROOF)
	
	       (5.0)
	       (5.0)
	       (5.0)
	       (5.0)

	     Childcare Facilities Funding
	
	       (0.4)
	       (0.4)
	       (0.4)
	       (0.4)

	     School Navigator Program
	
	       (5.5)
	       (5.5)
	       (5.5)
	       (5.5)

	     Urban Advantage
	
	       (1.0)
	       (1.0)
	       (1.0)
	       (1.0)

	     Farmer's Market
	
	       (0.6)
	       (0.4)
	       (0.4)
	       (0.4)

	     Distressed Building Enforcement Act
	
	       (2.5)
	     (11.1)
	       (9.6)
	       (9.1)

	     DA's Child Abuse Investigation and Prosecution
	       (3.0)
	       (3.0)
	       (3.0)
	       (3.0)

	
	
	
	
	
	

	    Council Tax Reduction Program
	
	 $    (258)
	 $    (264)
	 $    (276)
	 $   (300)

	      $300 Renter's Credit
	
	      (261)
	      (261)
	      (261)
	      (261)

	      Eliminate MSG Exemption
	
	         12 
	         12 
	         12 
	         12 

	      Non-Profit Tax Exemption
	
	          (0)
	          (0)
	          (0)
	          (0)

	      SCRIE Income Increase
	
	          (3)
	          (6)
	        (12)
	        (24)

	      DRIE Income Increase
	
	          (3)
	          (6)
	        (12)
	        (24)

	      Workforce Opportunity Tax Credit
	
	          (3)
	          (3)
	          (3)
	          (3)

	
	
	
	
	
	

	COUNCIL PLAN FUNDING SOURCES
	$528 
	$862 
	$1,217 
	$1,251 
	$1,311 

	   Agency Reductions
	
	         22 
	         22 
	         22 
	         22 

	   Agency Reestimates
	173 
	221 
	221 
	221 
	221 

	   Tax Revenue Forecast
	355 
	619 
	974 
	1,008 
	1,068 

	
	
	
	
	
	

	SURPLUS / (GAP)
	$220 
	($7)
	($2,298)
	($3,357)
	($3,260)

	   Additional Surplus Roll to Fiscal 2008
	(220)
	220 
	
	
	

	   Additional Surplus Roll to Fiscal 2009
	
	(213)
	213 
	
	

	RESTATED GAP
	$0 
	$0
	($2,085)
	($3,357)
	($3,260)

	
	
	
	
	
	

	
	
	
	
	
	

	INITIATIVES WITH NO BUDGET IMPACT
	
	
	
	
	

	     Rainy Day Fund
	
	 No Cost 
	 No Cost 
	 No Cost 
	 No Cost 

	     Tenant Harassment
	
	 No Cost 
	 No Cost 
	 No Cost 
	 No Cost 

	     Middle School Task Force
	
	 No Cost 
	 No Cost 
	 No Cost 
	 No Cost 

	     Early Cap Bill
	
	No Cost
	No Cost
	No Cost
	No Cost

	
	
	
	
	
	

	NOT INCLUDED IN FINANCIAL PLAN
	
	 $     659 
	 $     718 
	 $     739 
	 $    758 

	     Restore Commuter Tax 
	
	 $     659 
	 $     718 
	 $     739 
	 $    758 


Agency Program Reductions

The City’s Fiscal 2008 Preliminary Budget is $57.1 billion.  This budget supports the operations of over 77 city agencies that implement hundreds of city programs and services, including police, trash pick-ups, libraries, subsidized daycare, and social and health services.  These various services support residents, non-residents who work in the City, and businesses who conduct their operations in New York City.  However, with a $57.1 billion budget, it would appear that some City programs and services are either ineffective or inefficient.   We need to take a look at whether the taxpayer’s dollars are being spent effectively.  We need to begin to take a look at what a program is costing us to deliver to New Yorkers.  We need to have a basis of how well programs have performed, whether we need as much as we have budgeted, or whether we need to spend our dollars differently- perhaps eliminate a program that just is not getting the job done.  

The Council has started this review.  To begin we have identified $22.2 million in Fiscal 2008 and the out-years to agency programs that should be eliminated, reduced or reallocated.  The following is a summary of the Council’s reduction proposals.

Table 4: Agency Reductions

	Agency
	2008
	2009
	2010
	2011

	Department of Education
	($17,900,000)
	($17,900,000)
	($17,900,000)
	($17,900,000)

	Department of Social Services
	($3,300,000)
	($3,300,000)
	($3,300,000)
	($3,300,000)

	Department of Housing Preservation & Development (CDBG funds)
	($1,024,763)
	($1,024,763)
	($1,024,763)
	($1,024,763)

	TOTAL
	($22,224,763)
	($22,224,763)
	($22,224,763)
	($22,224,763)


Department of Education

Since Mayor Michael Bloomberg received mayoral control, the central administration headcount has increased by 749 positions and the budget has gone from $283.4 million in Fiscal 2003 to $382.4 million in Fiscal 2006.  Although, the Mayor and Chancellor have presented a new reorganization plan to drive more resources and decision-making authority to the school level, as of yet, none of this restructuring is reflected in the budget for Fiscal 2008.  The Council proposes a reallocation of $17.9 million from two areas, $5.6 million in a holding code and $12.3 million for the Panel for Education Policy (PEP), to be used for increased funding in classrooms. When the Chancellor took office, he stated that the spending associated with the Board would be eliminated and the PEP would work in an advisory capacity.  Despite his remark, personal services and other than personal services spending for the PEP has increased dramatically, and according to the Department’s latest Financial Status Report, there are 14 full-time positions in this area.  In fact, the headcount for PEP went from one position in Fiscal 2003 to 14 in Fiscal 2006.  Thus, the Council proposes to once again scale back spending in this area and redirect those funds to direct services to students.  

Department of Social Services/Human Resources Administration

The Fiscal 2008 Preliminary Budget proposes an increase of 245 positions in the Office of Investigations.  This office is comprised of two units: the Bureau of Eligibility Verification (BEV), which reviews public assistance applicants and recipients of assistance and the Bureau of Fraud and Investigation (BFI), which conducts criminal investigations of alleged fraud against social service programs.  Despite the fact that the public assistance caseload has declined by two-thirds since 1995, the funding and staffing level in this office has remained constant since the late 1990s. Given that the public assistance caseload is at its lowest level in 40 years, devoting more resources to this office next year makes little sense.  Therefore, the Council proposes to reject the staffing increase, which would eliminate 245 positions and result in a savings of $9 million in gross funds ($3.3 million in city funds).

Housing Preservation and Development (HPD)

HPD’s Office of Preservation Services contains a Narcotics Control Unit (NCU) budgeted at approximately $1 million annually for 17 heads.  The NCU was originally formed with the mission of combating drug dealing operations in City-owned residential buildings.  As the in-rem stock as declined due to the City’s disposition programs, this unit has tailored its efforts towards privately owned buildings.  However, the Council believes these resources, which are federal Community Development Block Grant funds, can be better used for other housing preservation activities and that the goals of the NCU can best be achieved by the New York City Police Department.

Agency Re-estimates and Efficiencies

The Council’s alternative financial plan identifies a combined $394 million in agency savings in Fiscal 2007 and Fiscal 2008.  The City Council continues to look for ways to provide services more efficiently.  Additionally, the Council has tried to identify areas in which it believes the City has over-projected costs for programs and services.  The following is a summary of the Council’s re-estimate and efficiency proposals.

Table 5: Agency Re-Estimates

	Program/Action
	Fiscal 2007
	Fiscal 2008
	Fiscal 2009
	Fiscal 2010
	Fiscal 2011

	Heat, Light and Power
	- - - 
	($10,000,000)
	($10,000,000)
	($10,000,000)
	($10,000,000)

	ECTP Maintenance
	($2,000,000)
	($2,000,000)
	($2,000,000)
	($2,000,000)
	($2,000,000)

	18-B Attorney Program
	($25,000,000)
	($20,000,000)
	($20,000,000)
	($20,000,000)
	($20,000,000)

	Judgement and Claims
	($98,000,000)
	($131,000,000)
	($131,000,000)
	($131,000,000)
	($131,000,000)

	Community College Payments
	($16,000,000)
	($21,000,000)
	($21,000,000)
	($21,000,000)
	($21,000,000)

	Fitness for Trial Payments
	($8,000,000)
	($15,000,000)
	($15,000,000)
	($15,000,000)
	($15,000,000)

	Criminal Justice Contracts
	($1,000,000)
	($3,000,000)
	($3,000,000)
	($3,000,000)
	($3,000,000)

	NYPD Personal Services Accruals
	($20,000,000)
	($15,000,000)
	($15,000,000)
	($15,000,000)
	($15,000,000)

	State Wireless E-911 Surcharge
	- - -
	($600,000)
	($600,000)
	($600,000)
	($600,000)

	Camp LaGuardia
	- - - 
	($450,323)
	($450,323)
	($450,323)
	($450,323)

	EMS Revenues
	($3,000,000)
	($3,000,000)
	($3,000,000)
	($3,000,000)
	($3,000,000)

	TOTAL
	($173,000,000)
	($221,050,323)
	($221,050,323)
	($221,050,323)
	($221,050,323)


Heat, Light and Power

The City’s heat, light, and power bills are paid through the Department of Citywide Administrative Services (DCAS).  Over the course of the past several years, significant accruals have occurred in this area.  Despite actual and projected increases in energy costs due to higher energy prices, the annual amounts budgeted for heat, light, and power still exceed the likely costs.  Therefore, the City Council recommends removing $10 million annually from DCAS’s baseline budget which includes: $652 million in Fiscal 2006, $685 million in Fiscal 2007, $654 million in Fiscal 2008; and $650 million in Fiscal 2009 and the outyears.   

Emergency Communications Transformation Project (ECTP) Maintenance

Originally proposed two years ago, the ECTP represents the City’s large-scale program to reconfigure and improve the City’s emergency communications infrastructure relating the E-911 System.  Whereas ECTP Capital Budget funds totaling more than $1 billion have been appropriated, Expense Budget funds were also appropriated in the City’s Financial Plan to cover the project’s maintenance costs.  These funds currently stand at $48 million annually.  Because of significant delays in the project, relatively few of the infrastructure improvements have been made to date, and fewer than planned are likely to be made in Fiscal 2008 through Fiscal 2010.  Therefore, the maintenance funds budgeted in the Expense Budget can reasonably be reduced without jeopardizing public safety.  The City Council recommends removing $2 million annually beginning in Fiscal 2007.

Assigned Council (18-B) Attorney Program

18-B attorneys are assigned cases by judges when no institutional provider is available. Significant 18-B accruals were taken by the Administration in each of the past several years.  Last June, a $10-million baseline reduction was made, starting in Fiscal 2007.  Because of likely accruals, the Council recommends the removal of $25 million in Fiscal 2007, and $20 million annually beginning in Fiscal 2008.

Judgment and Claims (J&C)

The City is self-insured and makes its judgment and claims payments from a fund held in the Miscellaneous Budget.  Although the City has been making strides to lower the amount of its J&C payments, the baseline J&C budget is increasing.  Whereas payments totaled $503.2 million in Fiscal 2006, the J&C budget stands at $601.2 million in Fiscal 2007 and $634.8 million in Fiscal 2007 and the outyears.  Therefore, the City Council recommends removing likely accruals of $98 million in Fiscal 2007 and $131 million annually beginning in Fiscal 2008.

Community College Payments To Other Counties

A fund exists in the Miscellaneous Budget to pay other counties for New York City students enrolled in community colleges in those counties.  While the Administration has taken savings in Fiscal 2007 in recognition of likely accruals, no such adjustment has been made for Fiscal 2008 and the outyears.  Therefore, the City Council recommends that $16 million in Fiscal 2007 and $21 million annually beginning in Fiscal 2008 be removed from the City’s Financial Plan.

Obligatory County Expenses – Fitness for Trial Payments

A fund exists in the Miscellaneous Budget to pay the City’s obligatory expenses to the State for mental institution costs associated with persons arrested in New York City who need to be observed as to their fitness to stand trial.  Whereas the Administration has taken savings in Fiscal 2007 in recognition of likely accruals, no such adjustment has been made for Fiscal 2008 and the outyears.  Therefore, the City Council recommends that $8 million in Fiscal 2007 and $15 million in Fiscal 2008 and the outyears be removed from the City’s Financial Plan.

Criminal Justice Contracts

Due to over-budgeting, criminal justice contract accruals are likely.  These accruals are assumed to be $1 million in Fiscal 2007 and $3 million in Fiscal 2008 and the outyears.

Police Department Personal Services (PS) Accruals

The New York City Police Department (NYPD) has acknowledged the presence of significant PS accruals in its baseline budget.  These accruals have been consistently used to cover the agency’s overtime budget shortfalls.  Because the Department is endeavoring to lower its overtime costs, fewer of these PS accruals will be needed.  The City Council recommends removing $20 million in Fiscal 2007 and 15 million annually thereafter from the NYPD’s PS budget beginning in recognition of these likely accruals.

State Wireless E-911 Surcharge Revenues

The City receives revenues each year from E-911 surcharges paid by wireless cell phone users.  In the previous years, the Administration has recognized a likely $600,000 increase in these revenues but no such recognition has been made for Fiscal 2008 and the outyears.  The Council recommends removing $600,000 annually from the NYPD’s City tax levy budget in recognition of the likely receipt of these non-City revenues. 

Emergency Medical Service (EMS) Revenues

The City receives revenues each year from EMS ambulance transports.  In the past, the Administration has frequently recognized increases in these revenues but the City Council believes that the current Revenue Budget underestimates the likely revenues that will be generated.  Therefore, the Council recommends removing $3 million annually from the FDNY’s City tax levy budget in recognition of the likely receipt of these non-City revenues.

Camp LaGuardia

Camp LaGuardia is a 1,000 bed homeless shelter located in Orange County. The Department of Homeless Services announced last November that the shelter would close in July 2007. Although the shelter is slated to close, there are still lines in the Fiscal 2008 Preliminary Budget for the shelter. The Council recommends removing $778,141 in total funds ($450,323 in City funds) and 2 positions from the Department’s Fiscal 2008 Preliminary Budget in recognition of Camp LaGuardia’s closure.

Council Expense Budget Initiatives

For too long, the City Council has found itself in this annual “budget dance” in that it must restore essential services to the budget, some of which have been highlighted as priorities by the Administration.  For the first time in several years, in the Fiscal 2007 Adopted Budget, the Council was successful in getting some of these essential services baselined.  These included  five-day library service, Summer Youth Employment Program and Supplemental Litter Basket Collections.  Additionally, in the Fiscal 2008 Preliminary Budget, program cuts to cultural organizations, Family Day Care Slots, Civilian Complaint Review Board, and Parks services were restored and baselined.  These are great first steps in ending the “budget dance” and the Council will continue its work with the Administration in baselining other important city services restored by the Council.  

Also, the Council has begun a review of its initiatives funded in the Fiscal 2007 Adopted Budget to determine whether the program provides an important service to the city, whether program goals have been met, whether program is effective, whether to continue funding an initiative, whether an initiative is achieving the desired outcome, and whether current funding levels are sufficient or should be enhanced.  Although the Council is in the early stages of this review, below are some potential initiatives that may not need renewal in Fiscal 2008 (Table 6).

Table 6:  Fiscal 2008 Council Priorities Non-Renewals

	Initiative
	Amount

	New York City Council Nursing Scholarship Initiative
	($400,000)

	Commercial Revitalization/Avenue NYC
	($914,000)

	Asian American Hepatitis B Project
	($2,225,000)

	United Hospital Fund
	($288,000)

	New York Junior Tennis League
	($908,000)

	Building Department PS/OTPS
	($1,000,000)

	Community Mayors, Inc.
	($50,000)

	Consolidation of TB Clinics
	($125,000)

	Homeless and Runaway Youth Population Count
	($50,000)

	HOPE Program
	($40,000)

	Center for Employment Opportunities
	($92,000)

	Conflicts of Interest Board
	($70,000)

	Total
	($6,162,000)


As part of budget reforms, the Council will endeavor to make programming of its own initiatives performance based.  Council programs will be evaluated in terms of results and outcomes, and performance standards will be a part of program descriptions.  Performance based language and clearly defined performance standards will allow the Council to better evaluate and account for our funding.

Baseline NORC Supportive Service Programs

In Fiscal 2007, the Council provided an additional $1 million in funding for the Naturally Occurring Retirement Community Supportive Service Program.  (NORC-SSP).  These programs provide services to seniors who live in NORCs, including social services, medical services, education/recreational services and volunteer opportunities.  This funding was used to support existing NORC programs that did not receive funding through the Department for the Aging’s (DFTA) RFP process as well as emerging NORC programs that are now starting up.  NORC SSPs are designed to promote healthy and successful aging and respond to individual changes and needs over time.  It is important to note that this funding, as is the case with all Council funding allocated in Fiscal 2007, has been cut in the Fiscal 2008 Preliminary Budget.

In addition to the Council funding, the Mayor allocated $1.5 million in Fiscal 2007 to partially fund the 28 NORC programs currently being funded through DFTA.  This funding was not baselined; therefore in Fiscal 2008 this funding has not been allocated.   

The Council calls on the Mayor to baseline both the $1 million for the NORC-SSP and the $1.5 million Mayoral funding that was allocated to DFTA in Fiscal 2007, totaling $2.5 million.  Additional funding may also be needed to support the crucial services provided by several NORC Supportive service programs and bring them closer to DFTAs maximum grant level as they are operating below their needed resources.  

Ensure the Summer Youth Employment Program (SYEP) Reflects Summer 2006 Enrollment

Summer employment programs provide recipient youths with a number of positive benefits, including jobs that are essential to the economic prosperity of both their family and community.  In many cases young people gain critical “first-time” work experience, and are taught valuable skills, such as time management and responsibility.  Ultimately, communities throughout New York State benefit from the fact that SYEP prepares our City’s youth to become productive citizens.  

Due to the state minimum wage increase from $6.75 to $7.15 and a reduction in the Federal Workforce Investment Act (WIA) funding in the amount of $1.4 million, there will be an estimated shortfall in funding in the amount of $6.8 million.  Also the City anticipated receiving an additional $3 million in State TANF Block Grant funding that is allocated through HRA, which it has historically received and was a crucial part of the SYEP portfolio.  Due to the Flexible Fund for Family Services (FFFS) block grant this funding is no longer guaranteed for SYEP. This lost of funding will cause the SYEP program to fall short of 2007 Fiscal Year’s enrollment of 41,613 youth by an estimated 4,709 slots.  

The Council is concerned by this reduction in slots and hopes to see this shortfall addressed in the New York City Fiscal 2008 Executive Budget.

Libraries Sixth Full Day Service

It is estimated that an additional $40.5 million in total operating funds to the City’s three library systems will enable each system to provide a sixth full day of service in each facility.  

The Speaker proposes a phase-in plan for this funding in order to get all facilities to a full six-day schedule in three years. In addition, recognizing that the four research libraries because of their size need more funding to operate above the traditional formula, $2.2 million will be added to the plan annually beginning in the first year.

The proposed funding plan is in Fiscal 2008 is $15.7 million, in Fiscal 2009 is $29.2 million, and in Fiscal 2010 full six-day service will be fully funded at $42.7 million.

Expand Universal Pre-Kindergarten

The Council proposes to add $10 million to the Department of Education in Fiscal 2008, $11 million in Fiscal 2009, $12 million in Fiscal 2010, and $13 million in Fiscal 2011 to expand full-day capacity and to strengthen the infrastructure in the City’s Universal Pre-Kindergarten (UPK) program. Specifically, the Council proposes to expand funding by $7 million to schools and community-based organizations (CBOs) to create full-day slots, and $3 million to CBOs for staff salary increases, professional development and retention. These allocations will increase in the outyears.
The New York State UPK legislation passed in 1997 and provides categorical grants to New York City to create programs that promote cognitive, linguistic, physical, cultural and social development.  A unique feature of the legislation is the mandated collaboration of the community school districts and community based early childhood providers.  The program, which began in the Fall of 1998, operates in all 10 regions.  The maximum class size for UPK is 20 children.  For class sizes of 19 and 20 children, one teacher and two paraprofessionals are required.  For class sizes of 18 children or less, one teacher and one paraprofessional are required.

Currently, the State provides $171 million for UPK, with the City contributing approximately $24.6 million (current modified budget). Currently, there are approximately 19,612 half-day and full-day slots in schools and 25,751 half-day slots in CBOs for a total of 45,363 slots.  The State reimbursement rate for all half-day slots is $3,332, with the City contributing $370 per half-day slot in schools only.  

But in order for New York City to really address families’ needs, it will to have make full-day UPK available to all who need it.  The State expanded funding for UPK by $25 million in Fiscal 2007 and has expanded it even further in Fiscal 2008.  However, at the Council’s Committee on Education Fiscal 2008 Preliminary Budget Hearing, the Chancellor testified that the State’s plan would not provide for any additional full-day slots.  He went on the say that there is so little demand for half-day programs that the Department struggles to actually use the money the State allocates. The Council remains committed to providing full-day UPK to as many families as possible.  The Council proposes to expand funding to schools and CBOs by $7 million in Fiscal 2008 and the outyears in City tax-levy funding to create 2,100 new full-day slots where capacity is available.  

The Council also proposes to expand funding to CBOs for staff salary increases, professional development and retention.  The Council proposes to allocate $3 million in Fiscal 2008, $4 million in Fiscal 2009, $5 million in Fiscal 2010 and $6 million in Fiscal 2011.  Additional funding to CBOs will allow them to retain staff, provide additional professional development and plan for future growth.

Expand Primary Health Care Capacity

Health care – rather than sick care – requires preventive and primary care.  More than half of New York City communities face significant shortages of primary care physicians who serve low-income patients. As a result, low-income New Yorkers disproportionately rely on emergency room services for health care.  In 2006, about 62% of New York City zip codes had an inadequate number of primary care physicians.  Adequate access is approximately 2,000 Medicaid enrollees per 1 full time primary care physician. More than 40% of New York City zip codes have over 3,000 Medicaid enrollees per 1 full time primary care physician.

Populations served by health centers show lower rates of costly health conditions and lower rates of preventable hospitalizations when compared to those who do not live within close proximity to a health center.  Uninsured people living close to a community health center are less likely to postpone or delay seeking needed care, and less likely to have visited an emergency room, compared to other uninsured persons.

The Council proposes a five-year initiative to expand primary care capacity in the communities with the most severe primary care shortages, through the creation of 10 state-of-the-art health care facilities that will accept public health insurance, offer affordable services to the uninsured, endeavor to provide culturally competent care, and operate at hours that are convenient for patients. This initiative will expand existing health clinics, support the development of satellite clinics and establish new health care facilities. Grants will be provided directly to clinics to build and improve infrastructure and to offset start-up operating costs and assessments will be conducted to determine community need.  The capital cost over four years would be approximately $17 million and the expense cost over five-year initiative would be approximately $10 million.
Protecting Homebuyers from “Bad” Loans

During the recent housing boom, there was an increase in new types of high-cost, high-risk, adjustable and variable rate loans. Low-to-moderate income people and those with less-than-perfect credit are often targeted for these types of mortgages that can include high interest rates, unrealistically low introductory rates that balloon later, and loans that are for more than the borrower can realistically pay. According to the Center for Responsible Lending, this will result in over 2 million families in the U.S. losing their homes.  To prevent a similar fate for future homebuyers, they need to be made aware of more affordable and secure loan options. 

Both the City’s Department of Housing Preservation and Development (HPD) and the U.S. Department of Housing and Urban Development (HUD) certify housing counselors.  People who go through pre-purchase homeownership counseling by reputable and responsible counseling services are 34% less likely to default on their mortgages.
  

Pre-purchase homeownership counseling provides many benefits to prospective homebuyers.  It helps to increase participants’ credit scores, connect homebuyers to reasonably and appropriately priced loans, equip homebuyers to better evaluate the different deals available, provide access to subsidy sources that may not otherwise be available, and to leverage both public and private grants available to homebuyers.  

Pre-purchase counseling is both less expensive to fund and a more positive experience for homebuyers than the alternative, post-purchase foreclosure prevention counseling.  Therefore, the Council proposes, for the first time, funding the expansion of pre-purchase homeownership counseling programs.   This will allow for increased availability of these services to more people and increased outreach to make potential homebuyers more aware of the programs and their benefits.  This program will cost the City $1 million.

Renters to Owners Opportunities Fund (ROOF) Initiative 

The average value of a home in the City is 57% higher than the average value of a home in the U.S. overall.  According to NYU’s Furman Institute, the median price of condominiums sold in the City between 2002 and 2004 increased by 12% and the median per unit price of 2 to 4 family homes rose by 34% over the same time period.  

For families with incomes below 80% of Area Median Income (AMI), which for a family of 4 is $56,700
, the City’s HomeFirst Down Payment Assistance program uses Federal funds to make down payment and closing cost assistance available. However, with the high cost of housing prices in New York City, in order to buy a home, many families making more than $56,700 also need down payment and closing cost assistance.  

Therefore, the City Council proposes to expand homeownership by creating the Renters to Owners Opportunity Fund (ROOF).  ROOF is a City down payment and closing cost assistance program geared at homebuyers with incomes between $56,700 and $92,138 for a family of four
.  To obtain this assistance, homebuyers must complete a homebuyer education course taught by an HPD-certified counseling agency, have savings to contribute to the down payment or closing costs, be income eligible, purchase a condo, a coop, or 1-4 family house in the City, live in the home purchased for at least 10 years and be a first-time homebuyer.

This program will cost the City approximately $5 million in its first year.
Expand and Improve Childcare Facilities

Affordable and quality childcare is a large concern for low-income and middle-class families in New York City.  Based on 2000 census data, there are 652,423 children under the age of 6 in New York City. Approximately 29% (190,000) of children under 6 are enrolled in an early childcare program or are known to have an education arrangement.  

Due to contracting issues and thin margins, it is difficult for childcare providers to access funds to expand and make improvements to their facilities and to site new facilities.  The Administration for Children’s Services (ACS) plans to assist providers with a range of facilities needs, from conversion of existing space to increase services for infants and toddlers, to developing new centers in high need neighborhoods.  Other localities and states have leveraged private and public funding to create city or statewide childcare facilities funds to ensure stable, quality occupancy and improve the quality and number of childcare facilities and programs.

The Council proposes funding the Low Income Investment Fund (LIIF), a local expert in childcare facilities financing and development, to work with childcare providers to facilitate facility upgrades and expansions. Existing City capital dollars will be combined with private dollars to provide grants, low cost loans, and technical assistance to community-based child care centers.  The cost of LIIF would be approximately $416,000.

School Navigators in Every Community School District 

Finding and transitioning to the right school can be a difficult process at every level –from pre-kindergarten to kindergarten, elementary to middle school and middle school to high school. The more guidance, support and information parents have, the more informed decisions they will make regarding school selection.  Guidance counselors often have large student caseloads making it difficult for them to effectively help students and parents with the school selection process. 

Parents and guardians often face challenges gathering – in a timely manner – all the pertinent information necessary to successfully transition their children. UPK programs operate in both community-based organizations and public schools; however, new parents to a community may not be aware of where available slots are or the application process. Parents or guardians are often not fully informed of the choice process for middle schools and high schools. For instance, information for middle schools is disseminated regionally and students may not be aware that they can apply to schools outside of their catchment area.  Parents or guardians of English language learners, special education and gifted and talented students need additional support during these transition times. 

The Council proposes to fund a School Navigator Program. This program will place 96 School Navigators, one for each of the transition periods in the K-12 system (UPK to kindergarten, elementary to middle school and middle school to high school), in each of the 32 Community School Districts. School Navigators will specialize in understanding the transition process at one specific level; create resources for parents about the transition process; conduct extensive outreach to parents about the process and provide one-on-one assistance to families when needed; and have expertise in navigating special education and English language learner services as well as gifted and talented programs.  The cost would be approximately $5.5 million each year.

District Attorney Funding Initiative: Child Abuse Investigation and Prosecution

Although not often thought of in this manner, the offices of the City’s District Attorneys and Special Narcotics Prosecutor serve a front-line public safety function every bit as critical as that of the deservedly vaunted New York City Police Department (NYPD).  While the DAs and the Office of the Special Narcotics Prosecutor (collectively, the City’s prosecutors) present the government’s case against criminal defendants in court rooms every day, a large percentage of their efforts are conducted not in court, but rather in back offices, on the streets, in child advocacy centers, in schools, in senior centers, on telephone lines and on the Internet.

Just as the NYPD does so much more than simply patrol the streets and respond to crimes in progress, the City’s prosecutors conduct long-term investigations, perform wiretaps, ferret out tax fraud, and facilitate the positive reintegration of prisoners back into our communities.  They provide personal safety training to our seniors, truancy prevention services to our youth, and domestic violence assistance to our most vulnerable populations.  They address white-collar crime and consumer rip-offs, identity theft and auto theft, drug interdiction and drug addiction.  These prosecutorial functions are costly and often under-funded.  It is the Council’s desire to see the City’s prosecutors furnished with ample resources to meet their needs.  To this end, the Council proposes to substantially increase the prosecutors’ budgetary appropriations for a vitally important programmatic purpose: child abuse investigation and prosecution.

The City’s prosecutors have consistently testified that additional resources are needed in this area.  Similarly, the report of the Mayor’s Interagency Task Force on Child Welfare and Safety, issued not long after the child abuse death of Nixzmary Brown, stressed the importance of expanding the use of child advocacy centers, in which the District Attorneys play a central role.  Although the volume of reported child abuse cases waxes and wanes, often based on the publicity surrounding high-profile cases such as Nixmary’s, all City agencies are trying to increase their vigilance regarding this most heinous of crimes.  Now is the time for resource appropriations to match the City’s well-intentioned efforts to properly investigate and prosecute child abuse.  As such, the City Council proposes that funds totaling $3 million be included in the Mayor’s Fiscal 2008 Executive Budget.

Urban Advantage

The Urban Advantage Program, since first launched with the support of the Council in Fiscal 2004, has grown into a model science education program for middle school students from across the City.  Urban Advantage pulls together the resources of eight renowned science-rich cultural organizations in a partnership focused on improving science teaching and learning in middle schools.  The partner organizations are the American Museum of Natural History, the Brooklyn Botanic Garden, the New York Botanical Garden, the New York hall of Science, the Queens Botanical Garden, the Staten Island Zoo, the Wildlife Conservation Society’s Bronx Zoo, and the New York Aquarium, which was added to the program this year.

In close collaboration with the Department of Education, Urban Advantage provides professional development to middle school teachers, subsidized field trips for schools and families to partner institutions, curriculum resources, supplies and equipment to support student investigations, and free passes to students, their families and school staff to visit institutions.  All components of the program focus on students’ eighth grade science exit projects.  Urban Advantage showcases students’ work at its Science Exit Project Expo each year.  The program also includes ten demonstration schools, known as the Urban Advantage schools, that receive direct support from partner institutions and host various activities that model exemplary science.

This year Urban Advantage will reach 129 schools, 210 teachers, and more than 21,000 students and their families.  With an additional $1 million in operating support, for a total of $3.5 million, Urban Advantage can add 60 new schools and 10 new demonstration schools, and engage 300 teachers and 32,000 middle school students next year.  Urban Advantage, during its short history, has shown through a quantitative evaluation that its students perform better in science than their peers, have better school attendance records and more.  The Department of Education supports the initiative and has touted it as a critical piece of its new science curriculum.  By increasing support for Urban Advantage the program can come close to its goal of reaching every student and every teacher in every middle school in the City.

Expand Access to Fresh Produce for All New Yorkers

To truly give every New Yorker a fair shot at success, we must make sure that every single New Yorker has enough healthy food to eat.  Farmers’ Markets ensure that New Yorkers have access to fresh, locally grown food, while protecting the environment around New York City.  

In New York City public schools, nearly one in four children are obese, and nearly half are overweight, with the greatest concentrations of obese and overweight children in the poorest communities, where the availability of fresh, nutritious food is lowest.  

In 2004, the New York City Department of Health and Mental Hygiene (DOHMH) surveyed two low-income neighborhoods - Bedford-Stuyvesant and Bushwick - to assess food access and found that 8 in 10 stores were bodegas that had limited healthy food options and about 3 out of 4 restaurants sold only take-out food. While bodegas are important community retailers, they often lack the infrastructure to carry fresh produce and fruit.
In FY 2007, the Council funded a project with Greenmarkets (Council on the Environment of New York City) to increase usage of electronic food stamp benefits at farmers’ markets.  In the 5-month course of the project, New Yorkers redeemed $16,000 in food stamp benefits at 9 of the Greenmarket locations.

The solution is to expand farmers’ market food stamp access.  The Council will allocate $300,000 to fund three to five new robust Greenmarkets.  Each market will accept electronic food stamp payments and will have Health Bucks (a coupon for use with food stamps at farmers’ markets).  
The Council needs to enhance public education at farmers’ markets.  To this end, the Council will allocate $80,000 to fund a market educator to develop curricula to introduce students to fresh produce; design tools and resources for at-market information tables; conduct outreach to schools, summer groups, and other groups; and train and oversee market managers on education and information programs.

The Council will allocate $100,000 for seed funding for Youth Markets.  These amounts will help staff and seed urban farm stands that will be run by neighborhood youth through community-based organizations in areas that may not yet be able to sustain a traditional farmers’ market.  Markets will repay seed money, which will cover initial materials and food purchases, as they generate revenue.  Thus, the seed funds will continue to generate new markets into the future.
The Council will develop new agricultural education opportunities in the City by allocating $100,000 to CENYC to train farmers in regional farming practices and to support the Queens Farm as a training farm site for the program.  This opportunity will help ensure that New York City continues to have local farms that will produce fresh foods for City residents to consume. 
Distressed Building Enforcement Act

The Council supports legislation that would revise the existing code enforcement protocol and would create a new program that would require top to bottom repairs and ongoing monitoring in the City’s worst buildings. 

A significant number of residential buildings continue to be in poor condition despite the City’s ongoing efforts to address the status of these buildings. The City’s current Emergency Repair Program is focused primarily on restoring services to tenants as quickly as possible, but in the City’s worst buildings, where underlying structural problems exist this program does not provide a long-term solution.  Even “comprehensive” litigation brought by HPD or lawsuits initiated by tenants may result in getting the recorded violations fixed but often do not resolve the underlying causes of those violations, such as poorly maintained roofs, plumbing and heating plants. Court actions may also take extended periods of time, while the buildings continue to deteriorate in the interim.

The proposed legislation would require the identification of distressed buildings based on number of outstanding violations and other criteria; give owners a limited window to correct the violations and pay outstanding fines; provide that if the owner does not cooperate HPD will do a full building-wide inspection, identify all violations and their related underlying conditions and fix them.  Throughout the process, tenants will work closely with HPD. After the repairs, the City will continue to monitor the building to make sure the necessary upkeep is continued.  

The program is anticipated to cost approximately $2.5 million in Fiscal 2008, $11 million in Fiscal 2009, $9.6 million in Fiscal 2010, and $9.1 million in Fiscal 2011.

Tenant Harassment Legislation 

The Council proposes legislation that would make the harassment of tenants by landlords a violation of law that could be enforced by the tenants themselves.  

There are various provisions of current law that are designed to protect tenants from being harassed, such as the City’s Unlawful Eviction Law, or provisions of the Rent Stabilization Code. However, many of those require that a proceeding either be initiated by someone other than the tenant, such as the City’s Corporation Counsel, or are dependent upon an administrative structure that in recent years especially whose enforcement authority at its best falls far short of what is needed to properly protect tenants. Other laws are designed to protect tenants against specific actions undertaken against them, such as the failure to provide essential services such as heat and hot water, but the remedies are to get the service back on. 

The Council’s legislation would define tenant harassment to include such activities as:

· interrupting or discontinuing essential services;

· the use or threat to use force against a tenant to force a tenant to give up their occupancy rights commencing frivolous or baseless law suits against a tenant;

· removing a tenant’s possessions from an apartment; and

· changing the lock on an apartment door and not giving the tenant a key or rendering a lock inoperable

It would impose penalties ranging from $1,000 to $5,000 and would also protect landlords from frivolous suits by irresponsible tenants.

Middle School Task Force

Too many of New York City’s middle schools are failing. We need a comprehensive plan that will effectively address the needs of our middle school students.   In 2006, less than 50% of middle school students (48.6% of 6th graders, 44.2% of 7th graders and 36.6% of 8th graders) met or exceeded the English Language Grade standard; only 38.9% of 8th graders met the math standards; and only 45.6% of 8th grade students met the New York State science standards. In addition, 20.6% of middle school teachers citywide were teaching out of license in 2005.
Students likely to drop out of high school can be identified as early as sixth grade based on four variables: low attendance, poor behavior, and failing grades in math and/or English.  Significant resource disparities exist between high and low performing middle schools. Low performing middle schools in New York City fail to provide the critical courses  - Accelerated Math or Earth Science/Living Environment – that contribute to successful academic achievement for students.

The Council has convened a Middle School Task Force that will be charged with developing a set of recommendations to improve academic achievement in New York City’s middle schools. The task force will also consider issues outside of the classroom, such as parental involvement and connecting students to support services and enrichment programs.  The Task Force, comprising a diverse group of individuals who have expertise in and commitment to education in our City’s public schools, will solicit comments from the public and release a report with a blueprint for reform and restructuring of the middle school experience in June 2007. 

Tax Reduction Program

Table 7: Council Tax Reduction Program

	(in $ millions)
	2008
	2009
	2010
	2011

	    Tax Program
	 $    (258)
	 $    (264)
	 $    (276)
	 $    (300)

	      $300 Renter's Credit
	 $    (261)
	 $    (261)
	 $    (261)
	 $    (261)

	      Eliminate MSG Exemption
	 $      12 
	 $      12 
	 $      12 
	 $      12 

	      Non-Profit Tax Exemption
	 $       (0)
	 $       (0)
	 $       (0)
	 $       (0)

	      SCRIE Income Increase
	 $       (3)
	 $       (6)
	 $     (12)
	 $     (24)

	      DRIE Income Increase
	 $       (3)
	 $       (6)
	 $     (12)
	 $     (24)

	      Workforce Opportunity Tax Credit
	 $       (3)
	 $       (3)
	 $       (3)
	 $       (3)

	      Early Cap Bill
	 No Cost 
	 No Cost 
	 No Cost 
	 No Cost 

	
	
	
	
	

	Not Included in Financial Plan
	 $     659 
	 $     718 
	 $     739 
	 $     758 

	     Restore Commuter Tax 
	 $     659 
	 $     718 
	 $     739 
	 $     758 


New City Council Tax Initiatives

Renter Tax Credit

The Council seeks to enact legislation to provide a $300 income tax credit to qualifying City renters. This credit would alleviate some of the burden on renters who often absorb property tax, energy, and other increases through higher rents. This proposal is part of the Council’s broader plan, detailed throughout this document, to make housing more affordable for all New Yorkers.

Two-thirds of New Yorkers are renters.  The housing burden on the City’s renters continues to increase, caused, in part, by rising property values and property taxes.  City homeowners have also been hit with rising property taxes in the last few years, but have benefited from several tax relief programs.  Homeowners are eligible for numerous tax deductions, including New York State’s School Tax Relief (STAR) property tax exemption.  All City homeowners, regardless of income, qualify for the basic STAR exemption, which averages about $230 per household. The recently enacted State budget increases the STAR rebate for middle-income homeowners. In addition, for the past three years, all resident homeowners have received a $400 property tax rebate from the City to help offset the 18.5 percent property tax rate increase implemented in 2002.  The Mayor plans to continue the rebate at least for the next three years.  Renters, however, have not participated in any of these benefits: they receive neither the City’s $400 rebate nor the State’s STAR property tax exemption. 

As documented by the most recent Housing and Vacancy Survey (2005), the median monthly rent in the City increased by nearly 32 percent from 1999 to 2005. As a result of rising rents, the most recent Census data documents that over 50 percent of renters in the City spend more than 30 percent of their income on rent, whereas it is generally accepted as fiscally reasonable to spend no more than 30 percent of income on rent.  But renter households which are eligible to receive the proposed renter credit pay more than 40 percent of their income in rent on average (median). 

Under the Council’s proposal, this credit would ease rental costs by providing an income tax credit to families making less than $75,000 per year and individuals earning less than $43,000 per year. Qualifying renters would receive a flat refundable $300 credit that can be used either to pay their taxes, on their income tax form, or as a tax refund to offset living expenses or for other needs. 

Approximately 1.1 million households
 would qualify for this credit for a total cost of $261 million annually. This includes renters in both property tax class one (1-3 unit residences) and property tax class two (4 or more unit residences). 

At a cost of $261 million a year to the City, this proposal would provide tax relief to help New Yorkers with the ever-increasing pressure of rising rents.

Related Tax Incentives

Many of the same households that would qualify for the renter tax credit, would also be eligible for the City’s Earned Income Tax Credit (EITC) benefit. The EITC accrues to households earning under $38,348.  Over 75 percent of the credit goes to working households with incomes under $20,000. Under the current law a household can receive a refundable credit of between $21 and $227 from the City. The credit amount depends on the taxpayer’s marital status, the amount of income earned, and the number of children in the household. The EITC, now available on the Federal, State and City levels, constitutes a significant anti-poverty program and is especially helpful to families making the transition from welfare-to-work.  When combined with the $300 renter credit, both tax credits would help lift many working families above the poverty level.

Because any amendment to the City’s EITC would require State legislation, the Council would like to work with the Administration and State legislators to double the City’s current EITC from 5 percent to 10 percent of the Federal credit to provide even more needed relief to low-income families. Under this proposal, benefits would range from $42 to $454 for qualifying City residents.   The fiscal impact of the additional credit is estimated to be $62 million annually.

The Council recognizes that senior homeowners have been particularly hard hit with rising property taxes and utility bills. Senior incomes, however, have often not kept pace with rising costs, particularly for those living on social security and pension payments. Last year, City Comptroller William Thompson proposed an additional $600 rebate for senior homeowners who receive the State’s enhanced STAR property tax exemption.  The Council looks forward to working with the Comptroller to reintroduce this initiative in the upcoming year. If Albany passes legislation granting the rebate, New York City senior owners would save a total of $50 million a year beginning in Fiscal 2008.

Eliminate the Property Tax Exemption for Madison Square Garden 

The Council proposes eliminating the property tax exemption for Madison Square Garden (“MSG”) to provide additional property tax revenue for City services or tax relief to City residents. 

In 1982, the State Legislature enacted Section 429 to the State Real Property Tax Law granting a full property tax exemption to MSG if certain conditions are met.  The law stipulates that the tax exemption would be granted to a facility located in New York City that would be used by both a professional National Hockey League (NHL) team and a professional National Basketball Association (NBA) team to play their home games.   In order to obtain the exemption, the team owners would be required to enter into an agreement with the mayor stating the teams would play their home games in New York City for at least ten consecutive years.   

At the time the exemption was granted, the City had been negotiating with the owners of MSG, owners of the New York Knicks, and owners of the New York Rangers, in an effort to provide financial assistance to these teams to ensure that they would continue to play their home games in the City.  

Since 1982, the Knicks and the Rangers teams have been playing their home games in the Garden in front of packed houses. For nearly 25 years, the owners of MSG have benefited from a full property tax exemption for the facility it uses for all sporting events, entertainment activities, conventions, trade shows, and other events.  Cablevision, the current owner of MSG, derives substantial revenue from these events.  

Unlike the MSG exemption, most other exemptions the City makes available to encourage economic development and business retention are given for specified and finite period of time. The cumulative value of the full property tax exemption from Fiscal Year 1983 through 2007 is considerable.  The owners have already saved $202 million in taxes; if adjusted for inflation, a savings equal to $284 million ($12 million annually since FY 2004). Without City action, the owners of MSG will continue to save at least $12 million a year for the foreseeable future. Instead of providing a tax exemption for an extremely profitable corporation, this tax expenditure could be used to benefit those taxpayers who need real tax relief.

Non-Profit Property Tax Exemptions from Transfer Date

The Council supports State legislation that would exempt non-profit organizations from property tax from the date of ownership.

Under current law, the eligibility for a property tax exemption is determined as of the date the City issues the taxable status of the property, which is January 5th.  If a property is transferred from a non-exempt taxpayer (i.e., commercial entity) to an exempt taxpayer (i.e., non-profit entity) after the taxable status (January 5th), the non-profit organization is not exempt from taxes until the following fiscal year. 

Non‑profit organizations are often unaware of this quirky provision in the law and do not pay taxes. Subsequently, many non-profits realize they were subject to the property tax and may owe taxes, interest and penalties. When this does occur, legislators in Albany seek special legislation to waive the tax for the benefit of their non‑profit constituents. Nonetheless, it is burdensome on non‑profits who are then required to contact a legislator, file legislation, and seek Albany's approval.  The revenue loss to the City as a result of enactment is minimal.

Increase Income Eligibility Threshold for the SCRIE Program

The Council seeks to increase the income eligibility requirements for the Senior Citizen Rent Increase Exemption (SCRIE) by supporting State legislation in Albany.  Specifically, Assembly Bill 1191, sponsored by Assembly Member Pheffer, would increase the eligibility income level for SCRIE to $30,000.  The bill would also give localities the option to provide an annual cost of living increase on the income limit based on the Consumer Price Index and exclude out-of-pocket medical expenses from the definition of income. 

Under current State law, SCRIE exempts senior citizen tenants with annual incomes below a certain threshold from rent increases.  In order to qualify for the program, an applicant must be 62 years of age or older, have earned an income not exceeding $27,000 in 2007 (City fiscal year 2008); and pay one-third or more of his or her income in rent. The income limits increase in $1,000 intervals to $29,000 by Fiscal 2010. In return for rent increase exemptions, property owners are provided property tax abatements equal to the foregone rent.  Only tenants living in rent-stabilized apartments, rent-controlled apartments or Mitchell-Lama housing are eligible for SCRIE.

The cost of living for seniors in the City is rising at a rapid pace.  In order to help seniors who struggle to keep the homes they currently reside in, it is important that SCRIE eligibility income levels be increased to allow more seniors to receive benefits.  These income levels need to be annually adjusted for inflation to prevent SCRIE beneficiaries from being disqualified because of inflation-adjusted annual increases in their fixed-income payments. Income eligibility requirements for the SCRIE program for renters should also have parity with the property tax exemption for low-income senior homeowners (Senior Citizen Homeowner Exemption or SCHE program) and exclude out-of-pocket medical expenses from the definition of income.    

The fiscal impact for implementing the above program changes would be $3 million in Fiscal 2008, $6 million in Fiscal 2009 and $12 million in Fiscal 2010.
Improve the Disability Rent Increase Exemption

The Council proposes to amend the Disability Rent Increase Exemption (DRIE) program to provide parity with the exemptions provided in the Senior Citizen Rent Increase Exemption (SCRIE) program. DRIE applies to those individuals who are currently receiving Federal Supplemental Security Income (SSI), Social Security Disability Insurance (SSDI), disability pension or disability compensation benefits from the U.S. Department of Veterans Affairs or disability-related Medicaid.

Exemptions are crucial for people with disabilities whose homes have, in many cases, been modified to accommodate their needs, and so cannot move easily or cheaply. The availability of affordable and accessible housing in New York City for people with disabilities is especially limited.  

DRIE was modeled after SCRIE. However, the income eligibility cap for the DRIE program is considerably lower than the income cap for the SCRIE program.   Under DRIE, the total household income of all members of the household cannot exceed the maximum income at which such individual would not be eligible to receive cash SSI benefits under Federal law. In New York City, the income requirements for a single head of household amounts to approximately $18,000, and $26,000 for a household of two or more members. The Council believes that the same rationale for ensuring that rental costs should not consume a disproportionate amount of the income of senior citizens should apply equally to people with disabilities living on similar incomes.

The cost of providing parity for DRIE recipients with exemptions provided in SCRIE would be $3 million in Fiscal 2008, rising to $6 million in Fiscal 2009 and $12 million in Fiscal 2010.

New York City Tax Work Opportunity Tax Credit

The Work Opportunity Tax Credit (WOTC) encourages businesses to hire from groups that typically experience difficulty in finding jobs. It does so by providing a wage subsidy, for up to two years, to firms who hire individuals certified by the New York State Department of Labor as being eligible for the Federal WOTC.  The subsidy would be in the form of a credit against the New York City commercial rent tax.
  A credit against the commercial rent tax can be enacted by local law and does not require State action.  

The City WOTC would be based on the Federal WOTC and would reference the federal target groups, certification process and qualifying wage definitions.

To be eligible for the credit an employee must be certified by New York State Department of Labor as falling into one of eight qualifying groups.  The categories include members of families receiving Temporary Assistance to Needy Families (TANF); veterans receiving Food Stamps; 18 to 39 year olds in families receiving Food Stamps; 18 to 24 year olds residing in empowerment zones (EZ), enterprise communities (EC), or renewal communities (RC); ex-felons; persons with physical or mental disabilities; Supplementary Security Income (SSI) recipients; and 16 to 17 year olds looking for summer jobs residing in an EZ, EC, or RC.  In addition to these eight groups, most recently, the former Welfare-to-Work credit has been added to WOTC as the Long-Term Family Assistant Credit (LTFA), covering persons or family members receiving TANF for at least 18 months, or whose eligibility has expired.

These are groups that the City has long sought to assist in finding employment.  The City WOTC would provide an additional incentive to private sector employers to give these people a chance.

The City credit would equal 7 percent of qualifying wages for those employed 120-400 hours and 12 percent of qualifying wages for those employed over 400 hours.  The maximum credit would be $720 for the first eight target groups ($360 for summer jobs) and $1,200 for Welfare-to-Work. 

In 2005, 10,000 New York City residents were certified for the Federal WOTC.  The City’s WOTC would cost approximately $3 million for Fiscal 2008. 

Council Initiatives Funded in Current Financial Plan

The Mayor’s Fiscal 2008 Preliminary Budget includes three tax proposals proposed by the Council in past Preliminary Budget Responses.  The Council is pleased to see that the Administration has adopted these ideas and looks forward to working with the Mayor to ensure their adoption.  Since these proposals were funded in the Preliminary Budget plan they do not appear in the Council’s budget plan which highlights the differences between the two plans.

Also included in the Mayor’s 2008 Preliminary Budget are two property-tax related proposals: a 5 percent cut in the property tax rate for all classes of properties and renewal of the $400 property tax rebate for resident homeowners.  The combined $1 billion cost of these reductions is accounted for in the Mayor’s 2008 budget plan as well.  The Council endorses these proposals in principle, and looks forward to working with the Administration on the particulars of these proposals during budget negotiations.

Child Care Tax Credit

Childcare is a necessity for many working families.  On average, families with a child under the age of 5 will spend over $7,000 per year on childcare.  Those with slightly older children, between 5 and 15 will spend close to $5,000.
  This represents between 6.5 and 10 percent of family income.  But for low and moderate-income families, this can represent 13 to 25 percent of family income.  And these national numbers are modest relative to the cost in New York State where a 2005 survey found the average cost of full day pre-school care to exceed $8,500 and for an infant to exceed $10,000.

There is currently no New York City childcare credit. However, both New York State and the Federal government provide a Child and Dependent Care Credit to offset the cost of child or dependent care for working parents.  The credit covers children 13 and under, and the care of dependent teenagers and adults who meet certain criteria.  The Federal credit is a percentage of qualified expenses.  Qualified expenses currently range from $3,000 to $6,000 depending on whether one or more children (or dependents) are present in the household.  The portion of expenses that can be deducted is based on income.  The current Federal credit equals 35 percent of allowable expenses at an income of $15,000, and phases down to 20 percent at incomes over $43,000.    Using the same rules for allowable expenses, New York State also provides a credit that is now 110 percent of the Federal credit for earnings under $25,000, and declines gradually to 20 percent of the Federal credit at incomes over $65,000. The New York State credit is refundable.  The Federal credit is not, which limits the ability of low-income families to use it. Close to 280,000 New York City families received the Federal Credit
 and close to 270,000 City families received the New York State credit.
 
The Mayor included a childcare credit in the November 2006 Financial Plan.  Written details of the plan were not provided at that time, nor were they discussed in the Preliminary Budget.  The credit, however, was still in the Preliminary Budget, and from discussions with OMB, the Administration is proposing a credit for working parents of children 3 and younger that will be 75 percent of the New York State Child and Dependent Care Credit for households with incomes under $25,000 and will phase out to zero at $30,000.  Households with incomes of $20,000, and the full allowable expenses of $3,000 for one child could receive a City credit of $1,000. Implementation of the child care credit requires State legislation. The fiscal impact is $42 million in Fiscal 2008, $43 million in Fiscal 2009, $44 million in Fiscal 2010 and $45 million in Fiscal 2011.

Personal Income Tax Credits for Small Businesses
Small businesses are the core of economic life in New York City.  More than three quarters of the firms in the City have less than 20 employees. These firms are found in all sectors of the City’s economy -- from law and finance to retailing and health care.  Most firms of this size are either unincorporated or organized as S-Corporations.
   The Federal government has long offered these businesses an important tax break-- it has exempted them from the Federal corporate income tax. Instead, all income and deductions are passed on to the owners, who include them as a part of their personal income tax, thus avoiding double taxation on these earnings.  New York State, New Jersey and Connecticut all allow unincorporated businesses to pass through income and deductions to their owners in this manner.  Currently 39 states, including New York, New Jersey and Connecticut, recognize S-Corporations, partially or fully exempting them from their state corporate income taxes. 

In New York City, however, City residents who are stockholders in S-Corporations, which are mostly small businesses that do business in the City, face double taxation. First, their businesses pay the GCT on the net earnings of the firm.  Then, these same earnings are passed on to stockholders and taxed under the City’s PIT. 

The Legislature and the New York City Council recognized this problem for unincorporated businesses and, starting in 1997, provided a partial credit against the City’s PIT for unincorporated business tax filers. 

In Fiscal 2007, the Council proposed tax breaks for small businesses- the economic engines of our City.  The Council proposed an increase in the credit against personal income taxes for owners of unincorporated businesses; and proposed a new tax credit for owners of S-Corporations who do business in the City.  The proposals were recently included in the Mayor’s Fiscal 2008 Preliminary Budget.  The Council applauds the Administration for agreeing to deepen the unincorporated business tax credit and to create a tax credit for S-Corporations so that small businesses can thrive in our City.

Credit for resident shareholders of S-Corporations

Under this proposal, resident shareholders of S-Corporation would be able to take a non-refundable credit against their New York City personal income tax liability equal to a portion of their share of the business’s corporate tax liability.  This credit would be structured in the same way as the existing PIT credit for taxes paid under the unincorporated business tax. The credit is based on a sliding scale ranging from 65 percent of GCT liability for taxpayers with New York State taxable income of $42,000 or less and gradually goes down to 15 percent of liability for taxpayers with taxable income of $142,000 or more. There are 118,000 S-Corporations in New York City.   This credit would reduce the personal income tax of New York City residents who are shareholders in S-Corporations by $70 million in its first full year.
Increase in the Unincorporated Business Tax Credit

Currently, resident partners and sole proprietors of unincorporated businesses are allowed a credit against their resident PIT for a portion of their distributive share of unincorporated business tax (UBT) liability.  The credit is based on a sliding scale and ranges from 65 percent of UBT liability for taxpayers with New York State (NYS) taxable income of $42,000 or less and gradually goes down to 15 percent of liability for taxpayers with taxable income of $142,000 or more.   The current credit was enacted 10 years ago by the State legislation, which gave the Council authority to increase the credit without further State action. 

This proposal would increase the value of the credit to 100 percent of UBT liability for taxpayers with NYS taxable income of $42,000 or less, decreasing down to 23 percent of liability for taxpayers with taxable income of $142,000 or more.
This proposal would save New York City taxpayers $28 million in 2008, growing to $31 million by 2011.

Administration Tax Initiatives Endorsed by the Council

Lower the Current Property Tax Rate by Five Percent 

In November 2002 (Fiscal 2003), the City Council and the Mayor agreed to an increase in the average property tax rate to help cover the budget shortfall resulting from the effects of 9/11. The average tax rate was raised to $12.283 per $100 of real property assessed value.  The rate increase resulted in an 18.49 percent increase in the tax bill for all taxpayers in the City’s four property tax classes.  The average property tax rate has remained at this level.
Since 2002, the City’s economy has recovered, resulting in several years of budget surpluses.  In order to give back to the taxpayer some of the benefits of the strong economy, the Mayor proposes cutting the tax rate by 5 percent in Fiscal 2008.  In the boroughs other than Manhattan, single-family homeowners will save about $150; in Manhattan, an owner of a co-op will save on average $329 and a condo owner $475.  All taxpayers will save $750 million in Fiscal 2008, $810 million in 2009, $868 million in 2010, and $917 million in 2011.

Only the City Council can raise or lower the property tax rate.  No State action is necessary.
Extend the Current $400 Rebate Program for Homeowners

Under the City’s rebate program, City resident owners of homes, co-ops and condos were authorized to receive an annual  $400 rebate from Fiscal 2005 through 2007 in order to help offset tax increases resulting from the 18.49 percent increase in the average tax rate enacted in Fiscal 2003.   The State legislation authorizing the rebate is due to sunset after 2007. The legislation stipulated that if the rebate were to be renewed beyond 2007, the City would be required to enact an across-the-board decrease in the average property tax rate, so that the total amount of the decrease would equal the total value of the rebate.  

The Mayor proposes to extend the rebate for at least another three years.  The total savings to taxpayers is $256 million a year.

It is unclear if the stipulation in the State legislation linking the cost from an extension of the rebate to an equal cost from an across-the-board property tax cut would apply in new legislation granting a rebate for the next three years. If it does apply, the Mayor contends that his proposed 5 percent drop in the property tax rate, for a total savings of $750 million, would satisfy that requirement.

The enactment of the rebate requires State legislation and the enabling legislation requires Council action.
Capital Budget Initiatives

The capital budget is the engine that drives the economic machine of New York.  It is estimated that every dollar spent on capital construction generates $1.66 of economic activity for the City.  The capital budget also functions as a vehicle for job creation.  Every one million dollars spent on capital construction directly creates eight construction jobs and indirectly creates an additional four jobs through the ancillary economic activity generated by capital expenditures.

The current proposed four-year capital plan for Fiscal 2007-2010 includes nearly $47 billion for capital construction projects citywide, larger even than New York State’s capital program for that period.  It is estimated that nearly 14 cents of every tax levy dollar that the City takes in will go towards servicing the debt that finances the capital program.   A healthy city requires a certain level of capital expenditure.  New York City has a massive infrastructure that requires billions of dollars annually just to maintain.  For years much of the necessary capital work was deferred in much of the necessary capital work in the City.  The Council believes that there are four fundamental changes necessary to make the capital budget more pragmatic and responsive to the capital needs of the City.

Libraries


The New York City Library System consists of three independently operated systems, each with its own Board of Trustees.  The New York Public Library manages the library systems for Manhattan (39 branches), the Bronx (34 branches), Staten Island (12 branches), and also has managerial responsibility for the City's four research libraries.  The Brooklyn Public Library System is a 58-branch operation along with a Business Library and a Central Library.  The Queens Borough Public Library System has 62 branches, including adult learning centers, a cultural center and a central library.  The Libraries’ capital program consists of the renovation and enhancement of facilities, collections, programs and services that are available to all City residents.

Libraries play a vital role in our neighborhoods.  They serve as partners in educating our children, as community centers for reading and learning, and as information storehouses that help local businesses grow.  Public libraries provide a safe, structured environment for tens of thousands of school children after school, every day, in every community in the City.  Libraries provide the only after-school programs that serve each and every community in the City.

The Council is very concerned about the lack of capital commitments for the four Library systems’ in the out-years of the January 2007-2010 Capital Plan.  The New York Public Library has commitments of $3.5 million in Fiscal 2009 and $1 million in Fiscal 2010, the Research Library has no planned commitments for Fiscal 2009 and 2010, the Brooklyn Public Library has less than $1 million in planned commitments for Fiscal 2009 and 2010, and the Queens Borough Public Library has less than $1 million in planned commitments in Fiscal 2009 and 2010.  

By providing the Libraries with almost no capital funding in the out-years of the plan, the Administration does not allow the Libraries to do any cyclical replacements of building systems and provides little or no incentive for strategic planning for the future.  There are over 200 public library branches in the City, most of them City-owned. The Council urges the Administration to provide adequate capital funding to help maintain and revitalize these vital institutions.

The way in which the City’s library systems are funded needs to be fundamentally changed.  Each fiscal year, the three systems lobby the Council and the Administration after the release of the Executive Budget for capital funding of specific needs at local branches.  This process does not allow the library systems to create strategic plans for capital renovations of their overused facilities. Guaranteeing the three library systems a certain amount of capital funding would enable them to address the capital needs of the branches in a thoughtful and systematic way.

Such funding should be directed towards ameliorating problems with critical building systems.  This includes projects that restore basic infrastructure to a state of good repair, address critical life-safety needs (e.g. fire alarms) and regulatory requirements (e.g. ADA and heating/ventilation), and conduct cyclical replacement of building systems (interior and exterior.  These investments are crucial, if local branches are not effectively maintained library service will likely be disrupted and millions of dollars of past investments in the libraries will be lost.  

CUNY

The City University of New York (CUNY or the University) is the largest municipal university system and the third largest public university system in the nation.  The University is a conglomeration of ten senior college, six community colleges, a graduate center, a technical college, a law school, an affiliated medical school, and CUNY sponsored Hunter Campus Schools.  While New York State assumes 100 percent responsibility for capital funding and operation of all senior colleges and the schools for advanced studies, New York City and the State split the financial responsibility equally (50 percent each) for capital funding of the University’s six community colleges and Medgar Evers College.   State capital funding for the community colleges cannot be spent unless the City allocates an equal amount of funding.

In Fiscal 2005 the Administration, after continual urging by the City Council, agreed to provide CUNY with the necessary capital appropriations that would allow access to State matching funds.  Previously, the State funding had gone unused due to the lack of required City matching funds.  It was this multi-year plan that provided the capital dollars for CUNY to begin the long overdue enhancement of its facilities.  

The Fiscal 2007– 2010 Preliminary Capital Budget did not include any new funding for CUNY; however, the budget continues to include the multi-year capital improvement plan that was appropriated two years ago for the community colleges and Medgar Evers College.  The Plan provides a total of $326 million for the community colleges and Medgar Evers College.  Together, the City and State commitments provide a multi-year capital improvement plan totaling $600 million for community colleges and Medgar Evers College.  

While this plan is generous, it falls short of fully funding CUNY’s capital needs. There are still over $105 million State appropriations that have not been matched by City funds.  The Administration should make it budgetary policy to fully match all State capital grants for CUNY’s capital plan.  The City does a disservice to the students and faculty of the community colleges and Medgar Evars by failing to acknowledge every dollar of capital funding proffered by the State and matching each dollar as it is allocated.

Department of Environmental Protection (DEP)

The City of New York is currently operating under a Filtration Avoidance Determination (FAD) issued by the US EPA for its Catskill/Delaware (“Cat/Del”) water supply, the source of roughly 90 percent of all city drinking water.  The FAD allows the City to avoid filtering this supply and thus, to avoid building a $6 to $10 billion water filtration plant, with accompanying operation, maintenance, taxation, debt service costs of approximately $1 billion annually.  The City DEP has agreed that the best means of protecting the quality of our drinking water (and maintaining the FAD and avoiding the above filtration plant) is through ownership or control of land – i.e., land acquisition – in the Cat/Del watershed.  

The DEP has also expressed its long-term commitment to watershed land acquisition and, over the next 5 years, to maintaining the same rate of land acquisition it has achieved over the last 10 years (i.e., 7,000 to 8,000 acres/year).  Nonetheless, to date, the DEP’s fiscal commitment to watershed land acquisition does not match its stated commitment to maintaining its historical rate of land acquisition.  More specifically, in its preliminary budget, the DEP has proposed 5-year funding for watershed land acquisition that is millions less than what has been spent over the past 10 years (i.e., $25 million/year).    

The City Council believes that it is necessary to establish a secure, 5-year budget of $200 million for land acquisition in the watershed.  This budget is based upon the $300 million amount that was sequestered for watershed land acquisition over the past 10 years and adjusted to account for present day double- to triple-digit land price inflation in the watershed.  James Tierney, New York City Watershed Inspector General and Assistant New York State Attorney General, has recommended a similar budget for land acquisition in the watershed.

Housing Capital Initiative – HUD Distressed Housing

In New York City, there are approximately 77,000 units in the federal Department of Housing and Urban Development’s (HUD) multi-family portfolio.  These are in buildings that were developed through HUD financing and are under contract in an affordable housing program such as project based Section 8 assistance.  Of this stock, currently over 80 buildings containing approximately 12,000 units are at risk due to financial and physical distress as determined through HUD’s evaluation process.  These buildings are located primarily in Central Brooklyn, Harlem, and the South Bronx.  Under current HUD policy such buildings may end up being sold at auction with the outcome in terms of affordability and maintenance uncertain.  HPD has been working with HUD to transfer part of the portfolio to HPD who would then dispose of the properties to new responsible owners. In addition, on a case-by-case basis, preservation deals have been achieved.  

For these projects to be maintained as affordable housing in a state of physical and financial good repair, government subsidies are required.  These funds could be dedicated to projects where a new responsible owner committed to preserving long-term affordability is taking over the building.  In some cases, the buildings may be converted to limited equity coops. 

HPD’s capital budget does not currently contain sufficient funding for such projects.   The Council believes a two-year allocation of $25 million per year is warranted.  This would result in approximately 1,250 units being assisted. 
Budget Reforms

The Council has and continues to propose a number of reforms to the budget process that are critical to allowing priorities to be set and maintained. The Council is pleased that it and the Administration have taken solid steps to ending the annual budget dance. Several vital Council programs have been baselined—made permanent—in the City’s budget, thus ending the cut-and-restore fight of previous years. However, the Council recognizes that there is more to be done to improve the City’s budgeting process.  Also, the City’s spending and saving decisions need to be more transparent so that agencies are accountable to the public as well as to the legislature who is responsible for their funding. Reforms in the Fiscal 2008 budget would affect the Council’s internal budget process and the budget process as a whole. 

First, the Council has begun an unprecedented evaluation process to review its own Council initiatives. This evaluation will allow the Council to scrutinize programs in detail, including the services provided by a particular program, whether program goals are being met, and whether the program’s goals reflect current needs. Organizations will be required to submit agency performance reports and a Council evaluation form. This review has allowed and will continue to allow the Council to determine which programs are no longer needed based on needs and performance-based criteria. To date, a significant number of such initiatives have been identified for potential cuts. 

A budget is ultimately improved by increasing accountability to the public. The goals of a transparent and responsive government cannot be attained without additional reforms to the City’s current budget process. Pursuant to an agreement with the Administration, the Council will work together with OMB to improve the access to detailed spending information within Agency budgets. This process began with the budgets of ACS and SBS in 2006. The City’s budget should continue to be reviewed programmatically in detail so ensure that the objectives sought have been achieved by the programs or agency activities. Standards should be incorporated into the capital budget to allow the Council to measure the progress of projects. If implemented, these reforms would allow the Council and the public to focus on the City’s budgetary priorities and long-term planning goals. 

Internal Budget Reforms 

In the Fiscal 2008 budget process, the Council has taken steps to reform its own internal budget process to make this process more transparent and efficient. First, the Council began separate oversight hearings on the Fiscal 2008 preliminary expense and capital budgets for the City’s largest agencies. These included HPD, DOT, DOE, MTA and EDC. In the past, these agencies were the subject of one preliminary budget hearing where the Administration would testify on both expense and capital budget-related issues. Because these agencies are so large, one hearing did not provide members with enough time to accurately determine how these agencies allocate expense and capital funds. This reform allows the Council to specifically focus on the agency’s funding for programmatic activities (expense) and the agency’s funding involving long-term construction projects (capital) to ensure these programs and projects are consistent with the City’s priorities. 

Second, the Council will amend its own initiative process to ensure that such programs are performance-based.  Council programs will be defined in terms of results and outcomes, and performance standards will be a part of the program’s description. The initiatives adopted in the Fiscal 2007 budget will be the subject of this review.  The Council will evaluate these initiatives and existing ones to determine whether programs should be eliminated. This evaluation will determine whether the need has been met, current funding levels for Council programs should be enhanced, or whether the Council should maintain funding for its programs because they are achieving the desired outcome.  The Council will also look to see if there are new needs to address as part of the Fiscal 2008 budget.  Performance-based language and clearly defined performance standards will allow the Council to better evaluate and account for Council funding.

“Rainy Day Fund” Or Revenue Stabilization Fund

Following the City’s fiscal crisis in the 1970’s, New York State passed the New York State Financial Emergency Act of 1975 (the “FEA”), to enforce fiscal discipline on the City. One key provision in the FEA stipulates the City both adopt and end the year with a balanced budget, according to generally accepted accounting principles (GAAP).  Under GAAP, the City is required to match revenues with expenditures to avoid problems that may lead to a fiscal crisis. The requirement to match revenues with expenditures prevents New York City from establishing a rainy day fund without State authorization, because such fund would permit the City to carry forward funds from one fiscal year to the next. 

To comply with the FEA’s GAAP requirement and to take advantage of a surplus, the City has been forced to come up with alternative techniques to “roll” forward surplus revenues. For example, the City prepays certain subsequent year expenses, such as debt service and cash subsidies. In addition, in the Fiscal 2007 adopted budget, the City established the Retiree Health Benefit Trust fund. Amounts deposited into the fund are used to pay future retiree benefits. In essence, the City has been using these mechanisms to “roll” funds from one year to the next as its short-term rainy day fund. 

The problem with using the “roll” as a rainy day fund, however, is its lack of planning and transparency. The techniques used to move funds from one year to the next make it difficult for the Council and the public to determine how much funding is available, how much was added in a given year, and how much would be subtracted, if applicable, from it in the following year. Including these amounts in a separate U/A would meet the goals of transparency and accountability in the budget process.   

To this end, the Council proposes the creation of a “Rainy Day Fund” or Revenue Stabilization Fund in the City’s expense budget. To accomplish this, State legislation would be required to amend the FEA to allow the City to amend its Charter by local law authorizing the Council and the Mayor to create, as a separate unit of appropriation in the expense budget, a Rainy Day Fund. The Council could create the fund at time of budget adoption, or its modification, to allow the City to set aside some of the surplus during good economic times to be accessible only during economic downturns. 
Capital Budget Reform

The Council plays an important role in the capital budget process.  Similar to expense budget requirements, the Charter sets forth a capital budget process in which a substantial amount of specific information is required to be given by the Administration to the Council on each individual capital project. This information enables the Council and the public to analyze the implementation of projects.

Lack of Specificity in the Executive Capital Budget

The Charter requires the following information be provided for each capital project:

· A brief description and the location of each project; § 214 (a)(1) 

· Estimated costs, appropriations, sources of funds; the period of probable usefulness; any terms and conditions of the project; and the estimated dates of completion of all stages of the project;  § 214(a) (1) 

· A breakdown of capital projects by community districts and borough; § 214 (a)(3) 

· Progress reports, which must include schedules, clear explanations of delays, and project completion dates; § 219 (d)

· Information required for the scope of project;  § 219(d)(2); and 

· A revised description of the project if there are any substantial changes. § 219(d)(3)

The Charter clearly intends for transparency in the capital budget process. However, the Administration’s lack of adherence to provisions of the Charter which mandate specificity and the furnishing of information, hinders the Council’s ability to identify what projects are being pursued, during what time-frame and at what cost to the public. As a result, the Council’s ability to properly oversee the capital budget and set forth budgetary priorities is greatly diminished.  Oftentimes, the Administration will combine multiple capital projects in one budget line, portraying these projects as a single capital project.  Many projects funded in the same budget line vary so greatly in scope from each other as to negate any reasonable assumption that the budget line is comprised of only one type of project. For example, in the Fiscal 2007 executive budget, a project involving the reconstruction of synthetic turf at Columbus Park appeared in the same budget line as a pathway reconstruction project on Randall’s Island and as a project for the development of the High Line Park. 

Moreover, each year, the Administration provides a commitment plan along with the Executive Budget.  This document should provide the Council with detailed information about the capital projects that comprise the Executive Capital Budget, which habitually lacks such specificity. While the commitment plan usually provides more information than the executive budget, information necessary for the Council to make informed decisions regarding appropriations or reappropriations for a particular project, such as project scopes and explanations of delays is often excluded.  

Unused Balances

The Council has customarily avoided rescinding appropriations for projects in the Administration’s capital plan because of its inability to ascertain the impact of such a decrease on those projects.  Without any detailed information on the projects the Council is often unaware of what exactly is being funded.  As a result, planned commitments for a given project are usually much lower than the appropriations the Council authorizes to fund these projects.  This disparity between actual and planned commitments has produced budget lines with excessive available capital funds. These excess funds enable the Administration to circumvent City Council oversight.  The surplus funding allows for mid-year additions to the already vague and overly expansive budget lines.  This was clearly not the intent of the Charter, which prohibits City funds from being used on a capital project unless the project is presented to the Council as part of the capital budget. § 217  

Steps Toward Reform of the Capital Budget Process

As part of the Fiscal 2007 adopted budget, the Council and the Administration agreed to a series of terms and conditions.  One of the terms and conditions required that each agency would make certain that the Financial Management System (FMS) was “adequately updated with project milestones and explanations for any delays in the schedules of each [capital] project.”  This term and condition would enable the Council to provide more thorough oversight and analysis of capital projects.  With full agency compliance, the Council will be able to evaluate each agency’s capital program in relation to cost overruns and project delays.  The information will provide a point of reference for an agency-by-agency comparison of overall capital program performance.  

On January 24, 2007, with an eye towards transparency and accountability, the Speaker and the Mayor agreed to take steps toward reforming the Capital Budget process.  Under the agreement, disclosure requirements will be heightened and enforced, requiring OMB to provide the Council with more specificity for all capital projects, including monthly reports on actual expenditures, and variances indicating changes in the plan since the last published document.  Also, under the agreement, the Council will submit feedback to OMB regarding appropriations and reappropriations that the Council feels are in indefensible excess of the planned commitments.  OMB will review the feedback, which will serve as a basis for potential rescindments. 

Baseline Restorations 

Each year, the City Council finds itself in this annual “budget dance” in that it must restore essential services to the budget, some of which have been highlighted as priorities by the administration.  This year is no exception.  The Council has identified $266 million in baseline restorations for Fiscal 2008. 

Appendix 1. City Council Economic and Tax Revenue Forecast

The National Economy – A Very Soft Landing

After three years of strong economic growth averaging over 3 percent, the U.S. economy is showing signs of a mild slowdown. GDP showed 2.5 percent growth in the fourth quarter.  This is actually significantly better than was expected, and is still a sign that the economy is heading for a very soft landing.  Council Finance expects growth in 2007 to be 2.4 percent, but to pick up thereafter with 3 percent average growth from 2008-2011.

The National Economy Will Keep Growing
Sources: Global Insight, City Council Finance
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The main culprit for this slowdown is a weakening housing market.  For the past eight years, housing price increases have reached double digits, far surpassing personal income growth.  With rising long-term interest rates this cannot continue. The average interest rate on a 30-year fixed mortgage was up in 2006 by over half a percentage point (55 basis points) from 2005 and home sales dropped 10 percent in 2006. 

Another cause for the slowdown is reduced growth in consumer spending.  For several years a strong economy has been sustained by consumers spending beyond their personal incomes, while banking on the increased wealth from their appreciating property values.  With home values no longer appreciating, consumers have tempered their spending to more closely approximate their income growth

Going forward, corporate profits are expected to continue growing, but not at the double-digit rate enjoyed from 2002 through 2006. Job creation will continue throughout our forecast period but at a somewhat slower pace.  This should cause the unemployment rate to rise slightly through 2007 peaking at 4.9 percent by the end of the year. 

In short, the national economy appears to be weathering a fairly mild slowdown.  Home sales and values, though dropping, are showing signs of reaching their cyclical trough.  The limited slowdown in consumption indicates that the weak housing market has not seriously spilled over into other sectors. On the positive side, thanks to their strong profits, companies are awash in cash.  They continue to invest, and nonresidential fixed investment will grow faster than the economy as a whole throughout the period.  The falling dollar and strong growth overseas has helped America’s exports and these two will help keep the economy growing.

This forecast is similar to that used by OMB though slightly more optimistic for 2007.

New York City Economy - Continuing Growth

2006 was an excellent year for the City’s economy.  Employment and wages were up, the commercial real estate market was strong and by some measures economic activity finally exceeded its pre-9/11 peak.

Employment

The City gained around 62,400 private sector jobs last year.  At this point it has gained back about 3/4rds of the 174,000 private sector jobs lost in the recession and after 9/11.

The City’s economy has 6 sectors that are its main engines of growth.  Five out of these six sectors exhibited strong growth with the information sector the only laggard.

· Finance (up 13,342 0r 3.0%)

· Information  (up 2,375 or 1.5%)

· Arts, Entertainment & Recreation  (up 1,300 or 2.1%)

· Business Services  (up 16,183 or 2.9%)

· Health Care  (up 11,900 or 2.2%)

· Education  (up 4,025 or 2.8%)

Losses are concentrated in often troubled sectors of manufacturing, and wholesaling.  

Real Estate 

The real estate market has two components: a softening residential market and a robust commercial market.

Over the past 10 years, the average price per square foot of a Manhattan coop or condo has grown at an average annual rate of over 13 percent.  This rapid rise appears to be ending; in the fourth quarter of 2006 the average price fell slightly compared to the same time the previous year.  The situation is similar for single-family homes.  Over the last decade, the average single family home in the New York MSA has seen its price go up at an average annual rate of over 10 percent a year. By the fourth quarter of 2006 that rate had slowed down to 6%.  This is a part of the national slowdown in the residential property market.  

This slowdown should continue, but in New York City it will be moderated by some special features of the City’s economy.  In the short run there is strong income growth, thanks in part to a good bonus season, which will be discussed below.  Second, while housing construction has been strong, there has not been the kind of speculative construction that has gone on in the rest of the country.  Even so, Council Finance expects housing prices to stall over the next two years, with coop/condo prices falling slightly and single family home prices growing less than inflation.  

The strong commercial real estate market reflects the growing employment in the City.  January vacancy rates are striking, with only 6.5 percent of Manhattan’s Class A office space.  As might be expected in such a tight market, rents are growing, up over 20 percent from February of last year.  With continued growth of office employment, and relatively little new supply, the commercial real estate market will remain healthy through the forecast period.

Securities Industry

2006 was a fabulous year for the securities industry, as reported by the Securities Industry and Financial Markets Association (SIFMA).  Combined NYSE and NASD profits for 2006 amount to a record-breaking $33.1 billion.  NYSE pretax profits, the number usually mentioned in budget discussions, is $20.9 billion, slightly below the 2000 record of $21 billion.  Early estimates of the first quarter of 2007 suggest continued strong growth in revenue and earnings.  

This is giving us a strong bonus season.  Income tax withholdings for the bonus months of December to February are close to 14 percent above the same time last year. This income flowing into the City should help keep the City economy on track into the fall of 2007.

With a slowing national economy, however, Wall Street should have good, though less than spectacular years in 2007 and 2008.  Council Finance believes that SIFMA revenues will continue to grow but at more modest rates.  This will contribute to slower growth of wages and income in the City.  Though, unlike OMB we expect wages to grow faster than inflation in 2008 and 2009.

Going Forward

	 Economic Forecast - City Council Finance Division

	 
	2006
	2007
	2008
	2009
	2010
	2011

	National
	 
	 
	 
	 
	 
	 

	GDP 
	3.3%
	2.4%
	3.0%
	3.2%
	3.1%
	2.7%

	Employment
	1.9%
	1.2%
	1.3%
	1.5%
	1.4%
	0.9%

	CPI (Consumer Price Index)
	3.2%
	1.9%
	2.0%
	2.0%
	1.9%
	2.0%

	Federal Funds Rate
	5.0%
	5.2%
	5.0%
	5.0%
	5.0%
	5.0%

	10 Year Treasury Note Yield
	4.8%
	4.8%
	5.1%
	5.3%
	5.4%
	5.4%

	S&P 500 Stock Index Change
	8.6%
	8.2%
	4.5%
	5.5%
	6.4%
	7.4%

	 
	 
	 
	 
	 
	 
	 

	New York City
	 
	 
	 
	 
	 
	 

	Employment
	2.0%
	1.0%
	1.1%
	1.3%
	1.4%
	1.4%

	Average Wage
	9.7%
	4.4%
	4.6%
	4.8%
	5.5%
	5.5%

	Total Revenue from SIFMA*
	45.6%
	21.8%
	15.2%
	11.6%
	19.7%
	21.9%

	CPI-U (CPI for NYC area)
	3.8%
	2.0%
	2.4%
	2.2%
	2.2%
	2.2%

	*Securities Industry and Financial Markets Association
	
	
	
	

	
	
	
	
	
	
	


So far the City has been cushioned from the national economic slowdown, because the principle elements of the slowdown, housing construction and consumer durables, do not have much of an effect on the main industries in the City.  A weak dollar is actually boosting our arts and recreation sector by attracting high spending foreign visitors.

The overall slowing of the economy, however, is resulting in a slower growth in corporate profits from its record level last year.  This will slow the City’s securities and financial services industries.  Employment, wages, and securities industry revenue continue to grow but at a slower pace. Housing prices will stall over the next two years.

Comparison with OMB

The two forecasts are similar but with a different evaluation of the slowdown’s impact on the growth of income in the City. The differences are calendar year 2008 and 2009 where OMB sees wage growth averaging 1.4 percent – less than inflation.  In this period Council Finance sees wages slowing from their current rapid pace to around 4.5%. This reflects a somewhat more optimistic view of the financial sector’s performance, and it is this extra income that is the major source of the difference between OMB and Council Finance revenue forecasts. 

Tax Revenues

Growth in City Tax Revenues 
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Corrected for Changes in Tax Law

New York City has seen strong sustained growth in revenues; largely the result of strong real estate and securities markets and a general recovery of the City economy.  The economic slowdown will cause tax revenues to grow at a slower pace in Fiscal 2008 and 2009.  Given our more optimistic forecast of the economy, Council Finance sees the slowdown in revenue growth as less severe in Fiscal 08, and the recovery as slightly earlier in Fiscal 08 than OMB. This is the principal source of difference in our two tax revenue forecasts. 

Tax Revenue Forecast - City Council Finance Division

	(in millions)
	2007
	2008
	2009
	2010
	2011

	Real Property
	$30
	-$70
	-$119
	-$101
	$311

	Other Property Taxes
	$108
	$184
	$325
	$459
	$434

	Personal Income 
	$8
	$214
	$231
	$170
	$41

	Business Taxes
	$175
	$210
	$396
	$366
	$245

	Sales
	$26
	$62
	$107
	$76
	$3

	Other Taxes
	$9
	$19
	$34
	$38
	$34

	
	
	
	
	
	

	Total Taxes
	$355
	$619
	$974
	$1,008
	$1,068

	
	
	
	
	
	

	
	
	
	
	
	

	Growth Rates
	
	
	
	
	

	
	2007
	2008
	2009
	2010
	2011

	Real Property
	4.0%
	9.1%
	7.8%
	7.5%
	8.3%

	Other Property Taxes
	11.8%
	-8.8%
	-0.5%
	5.7%
	1.5%

	Personal Income 
	3.8%
	3.1%
	1.8%
	3.6%
	3.7%

	Business Taxes
	19.8%
	2.8%
	-0.7%
	4.4%
	4.3%

	Sales
	3.3%
	3.1%
	2.9%
	3.8%
	3.8%

	Other Taxes
	11.0%
	-8.7%
	0.1%
	2.0%
	1.8%

	
	
	
	
	
	

	Total Taxes
	7.2%
	3.0%
	3.5%
	5.3%
	5.3%


The one tax where Council Finance is below OMB is the property tax. This is because of an expected adjustment by the Department of Finance to the assessed value of certain properties.  On the Fiscal 2008 tentative roll issued in January, the Department of Finance aggressively assessed nearly 35,000 class two residential and class four commercial properties whose owners failed to file the required income and expense statements. Owners who contact the Department of Finance before the May 1 could see their assessment adjusted downward. The Council Finance estimate of this downward adjustments is carried through the plan period.

Business Taxes

The three city business taxes consist of the General Corporate Tax, the Banking Corporation Tax, and the Unincorporated Business Tax.  Council Finance projects total business taxes in Fiscal 2007, to grow by 19.8 percent, $175 million above OMB’s estimate.  Collections from the first half of Fiscal 2007 are already 37.7 percent over the previous year, so baring an abrupt slowdown in the second half; growth may well surpass the estimates of both OMB and Council Finance.

The most recent reports from the largest investment banks are extremely encouraging.  Goldman Sachs announced quarterly profits of 29% from the previous year, while Lehman Brothers reported quarterly revenue growth of 13%.  The downturn in sub-prime lending has also not shown any noticeable effect on the business environment

Looking ahead, the Council forecasts growth in business tax revenue of 2.8 percent in Fiscal 2008, and negative growth of –0.7 percent in Fiscal 2009, surpassing OMB’s estimates by $210 million and $396 million, respectively.  Collections in Fiscal 2010 and 2011 are projected to grow by 4.4 percent and 4.3 percent.  This is in line with the picture we’re seeing, where the City’s healthy business environment is barely scathed by the national downturn in residential construction and its complimentary manufactures.

Personal Income Tax

Council Finance estimates the City’s Personal Income Tax (PIT) collections to grow by 3.8 percent in Fiscal 2007, $8 million over OMB.  As a caveat to our estimate, the first 8 months of actual collections in Fiscal 2007 are showing 10.1 percent growth over the same period last year.  The City’s economy would have to abruptly turn for the worse, with PIT revenues dropping 10.1 percent in last four months of the year (compared to the same period last year), to justify the more somber forecast of OMB. 

The expected slowdown in PIT revenue for Fiscal 2007 is largely due to the full loss of collections from the temporary PIT surcharge.  Also contributing to sluggish revenue growth is the overall cooling of the economy.  The volatile finance sector, averaging one third of PIT revenue, saw its average wage growth decrease from 14.4 percent in calendar year 2006 to 6.5 percent in 2007.  A big component of this slowdown is from reduced bonuses, as reflected in a modest 8.4 percent growth in withholdings during the first 8 months of Fiscal 2007 from the same period last year.

Moving forward, the Council projects PIT revenues to go above OMB’s projections by $214 million in Fiscal 2008, $231 million in 2009.  Our outyear forecasts are also above OMB’s, by $170 million in Fiscal 2010, and $41 million in 2011.

Sales, Utility & Hotel Taxes

Sales Tax revenue growth for Fiscal 2007 is estimated by Council Finance to be 3.3 percent; $26 million above OMB’s forecast.  This estimate may still understate final revenue, since the first 8 months of collections in Fiscal 2007 show 4.1% growth over the same period last year.  This modest revenue growth partially reflects the first full year that the resumption of the clothing and footwear exemption is applied. The growth rate may also reflect a mild slowdown in consumption spending. 

Looking ahead, Fiscal 2008 collections are projected to grow by 3.1 percent, $62 million over OMB’s Plan, and by 2.9 percent in Fiscal 2009, $107 million above OMB.  This assumes that the national economic slowdown exerts more of an impact on the City, which up to now has been limited.  Collections are expected to pick up in Fiscal 2010 and 2011 at 3.8 percent annually.

After a huge 14.0 percent increase in Utility Tax revenue in Fiscal 2006 from skyrocketing oil and natural gas prices, the subsequent reductions in energy prices are expected to decrease Utility revenue by close to 9 percent in Fiscal 2007, with Finance Division  forecast about $7 million over OMB’s level.  Revenue from Fiscal 2008 is expected to resume positive growth in Fiscal 2008 and grow through the forecast period.

The Council forecasts a 14.0 percent increase in Hotel Tax revenues for Fiscal 2007, at $2 million above OMB.  The City’s hotel industry is extremely tight, with the average hotel room going for $268, a 7 percent annual increase through 2006.  Revenue growth is expected to decelerate in Fiscal 2008 but remain strong through the forecast period.

Real Property Tax

The growth in market values and assessed values on the tentative assessment roll for Fiscal 2008 released by the Department of Finance (DOF) on January 12th was much higher than OMB anticipated in any of its previous plans, partly due to stronger commercial and residential real estate markets.  However, the rise in values is also a result of an action taken by DOF to assess aggressively those properties whose owners failed to file the required real property income and expenses (RPIE) statements.

According to DOF, nearly 35,000 owners of class two and class four properties failed to file the RPIE statements.  DOF estimated the value of properties based on the highest income and lowest expense information provided by owners who did file statements for that property type, and the lowest capitalization rate that DOF developed for that type of property (the lower capitalization rate, the higher the market value).  DOF is prepared to give non-filing owners a chance to submit RPIE statements until May 1st and have their assessments reviewed and possibly reduced before the final roll is released on May 25th.   

We anticipate that there will be a reduction in market value, assessed value, and the real property tax levy, below OMB’s estimate, as a result of downward adjustments in assessments for the RPIE non-filers who submit their statements.  Council Finance anticipates that revenue from the property tax will be $70 million below OMB’s estimate in Fiscal 2008, $119 million and $101 million lower than OMB’s forecast for Fiscal 2009 and 2010, respectively, but higher than OMB’s estimate by $311 million in Fiscal 2008, based on Council Finance’s more optimistic outlook for economic growth.  

Market Value
The market value of the City’s nearly 981,000 parcels of taxable real estate increased 19 percent on the tentative roll over the prior year to a total of $802.4 billion.  All property tax classes across all boroughs experienced high growth in market value, except for class three utility properties. 

Market value growth has been remarkable since September 11, 2001.  Total market value has more than doubled since Fiscal 2002, while class one (one-, two-, and three-family homes) market value has increased by more than 136 percent. As can be seen in the table below, class one properties continue to experience strong growth, increasing by more than 16 percent from Fiscal 2007—evidence that sales prices are still holding up, since growth in current market value closely mirrors the trend in sales prices. 

Market Value Growth by Tax Class Since Fiscal 2002

	Fiscal Year
	All
	Class 1
	Class 2
	Class 3
	Class 4

	2003
	  9.5%
	13.5%
	  9.4%
	  4.7%
	  3.9%

	2004
	  8.6%
	13.6%
	  3.6%
	  2.7%
	  4.5%

	2005
	15.8%
	21.7%
	18.9%
	  6.6%
	  3.0%

	2006
	12.9%
	14.6%
	13.4%
	13.5%
	  8.5%

	2007 
	10.5%
	12.9%
	  7.3%
	  6.8%
	  8.2%

	2008T
	 19.0%
	16.3%
	26.3%
	-5.9%
	22.3%

	2003-2008T
	104.5%
	136.3%
	107.2%
	30.7%
	60.5%


Sources:  New York City Department of Finance, Annual Report on the NYC Real Property Tax, Fiscal Year 2006; Tentative Assessment Roll, Fiscal Year 2008.

Strong growth in market value for residential properties (class one) relative to the other classes has increased the share of total market value to more than 53 percent in Fiscal 2008 from 46 percent in Fiscal 2002.  Conversely, the share of commercial property (class four) has decreased from 28 percent in 2002 to 22 percent in Fiscal 2008. When the final roll is published in May, we anticipate slightly lower market value growth for classes two and four properties due to downward adjustments to the roll, yet the growth in market value will remain at historically high levels.  

Billable Assessed Value

The total taxable or billable assessed value (BAV) on the tentative roll, after adding back the STAR but excluding the veterans’ exemption (this is the BAV amount used to calculate the property tax rates), increased by $10.2 billion from Fiscal 2007 for a total of $126.4 billion.  The 8.8 percent increase in value represents a significant increase from the 4.5 percent growth in BAV in Fiscal 2007.  The unprecedented growth in BAV for class two and four properties, 9.5 percent and 12.0 percent, respectively, reflects strong market value growth over the past three years for both classes, but part of this growth is due to the aggressive assessments of properties that failed to file RPIE statements.  During periods of economic growth, increases in market value result in a substantial “pipeline” of accumulated assessed value that is phased-in for classes two and four (assessed value increases are phased in over five years for these two classes of property).  Large yearly increases in market value for class one properties are rarely captured in BAV growth because State law caps class one growth in assessed value at 6 percent a year and 20 percent over five years.  Even though class one experienced double-digit growth in market values over the past eight years, because of the caps on assessment increases, class one’s BAV increased by only 4.6 percent.

However, the final assessment roll released on May 25th is always lower than the tentative roll, due to Tax Commission actions, DOF changes by notice, and completion of exemption processing.  

OMB estimates that the final roll BAV will be $1.5 billion or 1.2 percent lower than the tentative roll, resulting in final roll increase of 7.5 percent over Fiscal 2007—growth of 8.5 percent for class two, 10.2 percent for class four, and 4.1 percent for class one.  The estimate in the decrease of the final roll from the tentative roll is close to the historical five-year average of the decline from 2002 through 2006. Because of the high growth in market value on the tentative roll resulting in a large accumulation of value in the pipeline for classes two and four, and OMB’s upward revision in the real estate market forecast, OMB has carried through the high growth in the BAV throughout the plan period.  OMB anticipates that the BAV will increase at an annual average rate of 7 percent from Fiscal 2009 through 2011.

Council Finance anticipates that the BAV in Fiscal 2008 will be $732 million below OMB’s estimate, bringing the total BAV to $124.2 billion.  The reduction in the BAV accounts for downward adjustments in assessed value for class two and four properties whose owners submit their RPIE statements before May.  Total BAV increases by 6.9 percent over Fiscal 2007, with growth of 7.6 for class two properties and 9.5 percent for class four properties. The resulting reduction in the pipeline produces lower estimates of the BAV in 2009 and 2010, until 2011 when the BAV experiences stronger growth based on Council Finance’s more optimistic estimate of economic prosperity.  The average annual rate of growth for the period from 2009 through 2011 is 7.8 percent.  Even with this reduction, BAV growth reaches unprecedented heights for class two and class four properties, as illustrated in the chart below. 

Billable Assessed Value Growth by Tax Class Since Fiscal 2002

	Fiscal Year
	All
	Class 1
	Class 2
	Class 3
	Class 4

	2003
	5.6%
	4.4%
	7.7%
	4.7%
	4.4%

	2004
	5.7%
	4.5%
	6.8%
	2.7%
	5.7%

	2005
	3.8%
	4.3%
	5.2%
	6.7%
	2.3%

	2006
	7.5%
	4.9%
	7.6%
	13.5%
	7.1%

	2007
	4.5%
	4.0%
	4.9%
	6.8%
	4.1%

	2008 F
	6.9%
	4.1%
	7.6%
	-7.0%
	9.5%

	2003-2008 F 
	39.1%
	29.2%
	46.8%
	29.3%
	37.7%


Sources:  New York City Department of Finance, Annual Report on the NYC Real Property Tax, Fiscal Year 2006; Council Finance’s forecast of BAV for Fiscal 2008.   
Real Property Tax Levy and Revenue

Council Finance estimates that the levy will increase by 6.9 percent from Fiscal 2007, to $15,275 million, $90 million below OMB’s estimate.  The levy will grow by an average annual rate of 7.8 percent for the period from Fiscal 2009 through 2011, resulting in levies that are $119 million below OMB’s forecast in Fiscal 2009, $101 million lower in Fiscal 2010, and $311 million higher than OMB’s levy forecast for Fiscal 2011.  Council estimates that property tax revenue will be $30 million higher in Fiscal 2007 than OMB’s projection and $70 million below OMB’s forecast for Fiscal 2008 due to adjustments in the reserve. However, revenue growth is anticipated to be 9.1 percent in Fiscal 2008 from 2007. The removal of the $256 million cost of the rebate from reserve estimates after 2007 is the main reason why the revenue growth rate is much higher than the increase in the levy. (The rebate was authorized by State legislation for Fiscal 2005 through 2007.  Both the Mayor and the Council seek State authorization to renew the rebate for the plan period.)  

The long term trend in the high growth of market value for class one properties, along with the effects of the State-mandated class share system, have produced steady increases in class one’s tax rate. Since Fiscal 2002, over the five-year period ending in Fiscal 2007, class one’s tax rate has grown by nearly 39 percent.  There may be a substantial increase in class one’s tax rate again in Fiscal 2008.  The Mayor has proposed cutting taxes by 5 percent in Fiscal 2008.  But, when the increase in class one’s tax rate is combined with the anticipated growth of more than four percent in assessments for class one, the increase in the tax bill from last year for most class one owners will not be completely offset by the 5 percent rate cut.  However, the renewal of the $400 rebate will eliminate the increase for most taxpayers.      

Other Real Estate Taxes

Real Property Transfer and Mortgage Recording Taxes

Council Finance anticipates that the slowdown in the economy will be less severe than OMB’s forecast in Fiscal 2008 and 2009 and that revenue from real estate transactions will remain near historically high levels.  For the first two months of calendar year 2007, collections from the transfer and mortgage recording taxes are already $109 million over OMB’s Preliminary Budget estimate for Fiscal 2007. Anticipating a possible reduction in the 13th month accrual for the transfer tax, Council Finance estimates that revenue from the two taxes will be $108 million over OMB’s forecast for the fiscal year. This represents a growth of 11.8 percent in revenue from the two taxes combined from Fiscal 2007. Collections continue to be bolstered by several high value transactions as well as general strength in the commercial real estate market. 

In Fiscal 2008 and 2009, Council Finance anticipates a significantly smaller decline in revenue from the two taxes, for a combined decrease of 8.8 percent in Fiscal 2008 and relatively flat growth in 2009.  In contrast, OMB sees a decline of more than 15 percent in Fiscal 2008 and nearly 7 percent in 2009.  Revenue from the two taxes is estimated to be $184 million over OMB in Fiscal 2008 and $325 million more in Fiscal 2009.

In Fiscal 2010 Council Finance sees a stronger return to growth, for a 5.7 percent increase in revenue from both taxes compared to OMB’s growth of slightly more than one percent.  Council Finance estimates that revenue from both taxes will be $459 million more than OMB’s forecast in Fiscal 2010 and $434 million above their 2011 estimate.

Commercial Rent Tax

Council Finance agrees with OMB’s estimate of revenue from the commercial rent tax for the plan period.  Revenue from the tax will reach the level of $512 million in Fiscal 2007.  Collections are anticipated to grow by more than 7 percent a year in Fiscal 2007 and 2008, while revenue will increase at an average annual rate of 3 percent from Fiscal 2009 through 2011. 

The anticipated increase in revenue in 2007 is based on the decline in the vacancy rate for Class A office buildings in Manhattan from 8.5 percent in the first quarter of 2006 to 7.0 percent in the first quarter of 2007, while asking rents rose from $50 to $60 per square foot over the same period.  With the continued increase in office employment, overall vacancy rates are projected to decline further to 6 percent by 2010 and asking rental rates to increase moderately to more than $70 per square foot during the same period.

Appendix 2. Review and Analysis of Administration's January Plan 

The Administration’s January 2007 Financial Plan (“Financial Plan”) shows a balanced budget for Fiscal 2007 and Fiscal 2008.  The Financial Plan proposes a $57.1 billion budget for Fiscal 2008 that closes a $510 million budget gap identified in the November Plan. When compared to the previous Plan, the January Financial Plan recognizes additional revenue totaling $3.3 billion for the Fiscal 2007-08 period augmented by a net decrease in agency spending of $62 million over the same period.
 

In the January Financial Plan, the November Plan budget gap of $510 million is eliminated using additional resources of $4.1 billion, offset by $3.6 billion in increased spending. Roughly one-half of the Fiscal 2008 resources added since November represents $1.9 billion in additional surplus roll from Fiscal 2007. As an offset to the Fiscal 2008 budget, approximately one-half of the increase in Fiscal 2008 expenditures identified since November represents a proposed $1.4 billion prepayment of expenditures in Fiscal 2009. The prepayment of Fiscal 2009 expenses reduces the Fiscal 2009 gap to $2.6 billion. The Financial Plan closes the Fiscal 2009 gap using an additional $1.2 billion in unspecified City actions, $600 million in beneficial state and federal actions and $810 million from reversing the proposed 5 percent reduction in the property tax rate. 

The Administration has embraced the Council’s call for business tax reform in the form of personal income tax credits to partially offset S-Corp and unincorporated business tax liability. These tax credits will provide $250 million in tax relief o predominately small businesses The administration has also responded to calls for property tax reductions by proposing a 5 percent rate cut. The January Plan also calls for an additional $500 allocation to the Retiree Health Benefits Trust Fund, bringing the balance of this reserve fund to $2.5 billion. In the November Plan, the Administration joined the Council in proposing a New York City childcare tax credit as well as continuing the $400 property tax rebate program.

Eliminating the Fiscal 2008 Budget Gap

  (in millions)
	Fiscal 2008 Gap to be Closed, November 2007 Plan
	($510)

	
	

	Additional Resources 
	$4,106

	Tax Revenues
	$1,671 

	Non-Tax Revenues
	$234

	Debt Service Savings
	$140

	Prepayments From Fiscal 2007
	$1,991 

	Savings in Pensions
	$20 

	   Energy Savings
	$50

	 
	 

	Additional Spending 
	($3,596)

	Agency Expense Increases
	($244)

	Retiree Health Benefits Trust Fund
	($500)

	   Tax Reductions
	($1,000)

	   Poverty Initiative
	($65)

	   Collective Bargaining (UFT)
	($116)

	   Fringe Benefits
	($48)

	   HHC / Medical Assistance
	($247)

	   Prepayments to Fiscal 2009
	($1,376)

	
	

	REMAINING GAP
	$0 


Source: NYC January Financial Plan 

Although the City is on pace to record its biggest surplus to date, significant risks exist to the financial plan that may diminish this record performance. The Administration’s financial plan does not include any impact resulting from implementing the Fiscal 2007-08 State budget recently enacted. The State Budget was finalized after the City updated its financial plan. All three state budget proposals drastically alter anticipated general municipal aid, tax relief, as well as state funding for health and educational services in New York City. The Mayor’s analysis of the proposed Executive State Budget identified over $1.5 billion in net funding shortfalls through Fiscal 2009. While the consensus agreement restored a significant amount of these funds to New York City, a thorough analysis of the details of the agreement has not yet been completed.

Administration's Financial Plan 

(Changes Since Budget Adoption)

	In Millions$
	2007
	2008
	2009
	2010

	Gap To Be Closed Adopted Budget
	$0 
	($3,810)
	($4,584)
	($4,069)

	Revenue Changes November Plan
	$2,254 
	$1,907 
	$1,422 
	$1,481 

	Revenue Changes Preliminary Budget 
	$1,419 
	$1,905 
	$1,577 
	$1,961 

	Total Revenue Changes
	$3,673 
	$3,812 
	$2,999 
	$3,442 

	November Plan Expense Changes
	($308)
	($553)
	($906)
	($1,020)

	Preliminary Budget Expense Changes
	$572 
	($510)
	($398)
	($845)

	Total Expense Changes
	$264 
	($1,063)
	($1,304)
	($1,865)

	Net Resources Available
	$3,937 
	$2,749 
	$1,695 
	$1,577 

	Prepayments of FY 08 Expenses
	($3,937)
	$3,937 
	
	

	Prepayments of FY 09 Expenses
	
	($1,376)
	$1,376 
	

	Gap To Be Closed Preliminary Budget
	$0 
	$1,500 
	($1,513)
	($2,492)

	Use of Remaining Funds
	
	
	
	

	     Retiree Health Benefits Trust Fund
	
	($500)
	
	

	     5% Property Tax Rate Reduction
	
	($750)
	($810)
	($868)

	     Other Tax Reductions
	
	($250)
	($294)
	($321)

	Total
	
	($1,500)
	($1,104)
	($1,189)

	Gap After Tax Reductions & RHBTF
	 
	$0 
	($2,617)
	($3,681)

	Out-Year Gap Closing Program
	
	
	
	

	     City Actions
	
	
	$1,207 
	$1,200 

	     State and Federal Actions
	
	
	$600 
	$600 

	     Reverse Property Tax Reduction
	
	
	$810 
	$868 

	Total
	
	
	$2,617 
	$2,668 

	Remaining Gap
	 
	 
	$0 
	($1,013)


� “Strengthening the Case for Homeownership Counseling: Moving Beyond ‘A Little Bit of Knowledge,” The Joint Center for Housing Studies at Harvard University, Working Paper Series, by Steven P. Hornburg, December 2004, pg. 15.


� $56,700 currently represents the income for a family of four at 80% of Area Median Income (AMI).  For this program and all existing and proposed programs in this document, $56,700 for a family of four is used to represent any family size with an income 80% of AMI.  


� $92,170 currently represents the income for a family of four at 130% of AMI.  For this program and all existing and proposed programs in the document, $92,170 for a family of four is used to represent any family size with an income of 130% of AMI.


� This assumes a participation rate of approximately 80 percent, similar to the participation rate in New York City’s $400 rebate program for homeowners.


� Under current law, the commercial rent tax (“CRT”) is imposed on firms that are located in Manhattan (south of 96th Street) and pay over $250,000 in annual rent.  According to Council Finance, retailers make up about 20 percent of CRT taxpayers and pay 14 percent of the tax, while non-financial service firms comprise more than 55 percent of taxpayers and pay 50 percent of the tax.  According to a 2001 Government Accountability Office report, two-thirds of the credit nationwide went to firms with gross receipts of over $1 billion.  Based on national data, over half of the credit goes to firms in the retailing industry; about 25 percent goes to non-financial service firms; and 12 percent to manufacturing firms.  While jobs could be located anywhere in the City, only larger firms with Manhattan bases will receive the credit.  This is less of a problem than it might seem.


� The Federal credit is 25 percent of qualifying wages for individuals employed more than 120 hours and 40 percent of qualifying wages for those employed more that 400 hours. For the welfare to work group the credit is 40 percent of first year wages and 50 percent of second year wages.  The maximum federal credit is $2,400 for the first 8 target groups ($1,200 for summer youth) and $4,000 for the Welfare to Work category for the first year and $5,000 for the second year.  





� Council Finance calculations based on national data, for families with child care costs., 2001 date inflated to 2006 levels. Source: U.S. Census Bureau, Survey of Income and Program Participation (SIPP), 2001 Panel, Wave 4.


� National Association of Child Care Resource and Referral Agencies, Breaking the Piggy Bank, Parents and the High Price of Child Care. � HYPERLINK "http://www.naccrra.org/docs/policy/breaking_the_piggy_bank.pdf" �www.naccrra.org/docs/policy/breaking_the_piggy_bank.pdf�.


� Council Finance calculations based on data from Brookings Institution Metropolitan Program Tax Return Database tax year 2003 � HYPERLINK "http://www.brookings.edu/es/urban/eitc/dataguide.htm" ��http://www.brookings.edu/es/urban/eitc/dataguide.htm�.


� New York State Department of Taxation and Finance, The New York State Child and Dependent Care Credit, Tax Year 2002.  Table 3


� To be eligible for S-Corporation status, a corporation must have fewer than 75 stockholders, be owned by individuals rather than other corporations, and all owners must live in the United States.


� This reduction in net expenditures is largely a result of prior year payable savings of $400 million and reducing the general reserve by $200 million in Fiscal 2007.





Comment on the Fiscal 2008 Preliminary Budget
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		FY95a				17695.206887		17703.885076209		17695.206887				0.72%		0.77%		0.72%				17,695		0.72%				0.0		8.7		0.0

		FY96a				18115.663		18125.4185228271		18115.663				2.38%		2.38%		2.38%				18,116		2.38%				0.0		9.8		0.0

		FY97a				19296.082		19289.7660009766		19296.082				6.52%		6.42%		6.52%				19,296		6.52%				0.0		-6.3		0.0

		FY98a				20435.486		20434.8230361328		20435.486				5.90%		5.94%		5.90%				20,435		5.90%				0.1		-0.6		0.1

		FY99a				21446.380901		21442.2731057119		21446.380901				4.95%		4.93%		4.95%				21,446		4.94%				0.7		-3.4		0.7

		FY00a				22680.606421		22680.4413736367		22679.606421				5.75%		5.77%		5.75%				22,680		5.75%				0.8		0.6		-0.2

		FY01a				23662.112		23644.4270268555		23661.912				4.33%		4.25%		4.33%				23,662		4.33%				0.0		-17.7		-0.2

		FY02a				22168.699		22195.3430611572		22408.946				-6.31%		-6.13%		-5.30%				22,169		-6.31%				-0.4		26.2		239.8

		FY03a				23895.28		23898.249506958		24137.3479980488				7.79%		7.67%		7.71%				23,895		7.79%				0.0		3.0		242.1

		FY04a				28163.874		28165.1948282471		27765.5828391473				17.86%		17.85%		15.03%				28,164		17.86%				0.0		1.3		-398.3

		FY05a				31359.748		31362.565661377		26128.3548262842				11.35%		11.35%		-5.90%				31,360		11.35%				0.0		2.8		-5231.4

		FY06a				34438.88		34558.8895710449		14040.6174937401				9.82%		10.19%		-46.26%				34,561		10.21%				-121.7		-1.7		-20520.0

		FY07f				35295.5641563009		37,032.56		306.7		$355		2.49%		6.93%		-97.82%				36,678		6.13%				-1382.0		274.9		-36370.9

		FY08f				36751.9926941594		38,158.74		0		$619		4.13%		4.26%		-100.00%				37,540		2.35%				-787.7		986.4		-37539.7

		FY09f				37946.6980792573		39,491.94				$974		3.25%		4.40%						38,518		2.61%				-571.2		1703.4		-38517.9

		FY10f				39511.0157956797		41,583.51				$1,008		4.12%		5.02%						40,576		5.34%				-1064.5		1663.6

		FY11f						43,758.72				$1,068				1.86%						42,691		5.21%						335.7

		TAX AUDIT REVENUE

										Council growth rates

		FY03a		1969.1				25867.349506958														25864.38

		FY04a		3732.3				31897.4948282471		23.3%												31896.174		23.3%		17.86%

		FY05a		3839.8				35202.365661377		10.4%												35199.548		10.4%		11.35%

		FY06a		4008.1				38566.9895710449		9.6%												38568.689		9.6%		10.21%

		FY07f		4195.3				41227.861		6.9%												40872.861		6.0%		6.13%

		FY08f		4506.9				42665.64		3.5%												42046.64		2.9%		2.35%

		FY09f		4862.2				44354.14		4.0%												43380.14		3.2%		2.61%

		FY10f		5212.4				46795.905		5.5%												45787.905		5.6%		5.34%

		FY11f		5507.8				49266.515		5.3%												48198.515		5.3%		5.21%

				CRB growth rates -- check if Council is up to date

				Council Finance		OMB

		FY04a		23.3%		23.3%

		FY05a		10.4%		10.4%

		FY06a		9.6%		9.6%

		FY07f		6.9%		6.0%														188		481		973		1009		1068

		FY08f		3.5%		2.9%														$187		$482		$974		$1,008		$1,068

		FY09f		4.0%		3.2%

		FY10f		5.5%		5.6%

		FY11f		5.3%		5.3%

				Council Finance		OMB								Council Finance		OMB

		FY05		10.4%		10.4%						FY04		23%		23%

		FY06		9.6%		9.6%						FY05		10%		10%

		FY07		7.2%		6.0%						FY06		10%		10%

		FY08		3.0%		2.9%						FY07		6%		6%

		FY09		3.5%		3.2%						FY08		4%		3%

		FY10		5.3%		5.6%						FY09		4%		3%

		FY11		5.3%		5.3%						FY10		6%		6%

												FY11		5%		5%

														FY05a		FY06a		FY07f		FY08f		FY09f		FY10f		FY11f

												Council Finance		10.4%		9.6%		6.5%		3.6%		4.3%		5.5%		5.3%

												OMB		10.4%		9.6%		6.0%		2.9%		3.2%		5.6%		5.3%
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