T H E  C O U N C I L

REPORT OF THE COMMITTEE ON FINANCE

RESOLUTION APPROVING THE MODIFICATION (MN-1) OF UNITS OF APPROPRIATION AND THE TRANSFER OF CITY FUNDS BETWEEN AGENCIES PROPOSED BY THE MAYOR PURSUANT TO SECTION 107(b) OF THE NEW YORK CITY CHARTER (MN-2)

The Committee on Finance, to which was referred the above-captioned resolution, respectfully submits to The Council of the City of New York the following

R E P O R T
Introduction.  At a meeting of the Committee on Finance of the City Council of the City of New York (the "City Council") on April 10, 2014 the Committee on Finance received a communication, dated April 7, 2013 from the Office of Management and Budget of the Mayor of The City of New York (the "Mayor"), of a proposed request to modify units of appropriation and transfer city funds between various agencies in the amount of $1,494,527,564 in the Fiscal Year 2014 expense budget as adopted by the Council on June 26, 2013, pursuant to Section 107(b) of the Charter of the City of New York (the "Charter").
Analysis.  The Council annually adopts the City's budget covering expenditures other

than for capital projects (the "expense budget") pursuant to Section 254 of the Charter. On June 
26, 2013, the Council adopted the expense budget for Fiscal Year 2014, (the "Fiscal 2014 Expense Budget").  This Modification implements expense budget changes which were reflected in the City’s November 2013 and February 2014 Financial Plan, and reallocates appropriations that were reflected in the FY 2014 Adopted Budget to fund City Council local initiatives as well as other discretionary programs. The net effect of this Modification is zero.     
It is important to note that the Finance Committee will also vote on a Revenue Budget Modification (MN-3) that would recognize new revenue and increase the City’s Fiscal 2014 Budget by $1.964 billion, of which $1.6 billion would go into to Budget Stabilization Account to prepay Fiscal 2015 expenses in June, and $336 million would go into the General Reserve, bringing the balance to $786 million, prior to the reduction of $635.1 million reflected in MN-2.
The changes included in MN-2 are those current year new needs, PEG restorations, and other adjustments presented in the November 2013 update of the Financial Plan and the February 2014 Plan update.  MN-2 would make changes to the budgets of 54 city agencies (See Attached document).  

Significant changes included in MN-2 include the following:

1. Debt Service Savings of $501.8 million are recognized.  The savings derive from an over estimation of interest rates in the Adopted budget, the inclusion of short term borrowing in the Adopted budget and some bond refinancing.  One of the places low interest rates had the most impact was with the City’s variable rate debt.  As the name suggests this part of the City’s debt service isn’t fixed but changes from week to week based on short term interest rates.  The City saved about $196 million on various kinds of variable rate debt.  Not having to do short term borrowing saved another $75 million. 

2. The General Reserve is reduced by $635.1 million.  This adjustment combined with the debt services savings allow the increase in the Retiree Health Benefits Trust Fund (RHBT) described in #3.

3. $1 billion is added to the RHBT for post-employment health insurance.  The Adopted Budget and November Plans projected a $1 billion decrease in the balance of the RHBT; with this increase the RHBT will be able to pay for health insurance without reducing the fund’s balance and this $1 billion will be available to pay for retiree health insurance in the future.

4. $7 million is added to the Board of Elections for costs associated with the June 2014 federal primary.
5. In the Department of Education the DOE Medicaid revenue estimate is reduced by $67 million, the HIP rate is adjusted downward by $20.8 million, projected fringe benefits spending is re-estimated downward by $40 million, the special education pre-Kindergarten budget is reduced by $65.4 million in State Aid and by $30 million in tax-levy to match lower than projected spending, and the budget for Contract schools drops by $43 million.  The budget for central administration increased by $40 million, school OTPS funding goes up by $25 million, and special education instructional supports increases by $48 million.

6. The Police Department’s tax-levy budget rises by $59 million with the addition of $52.5 million to replace  the  New York City Housing Authority’s final FY 2014 payment for police services and $4.7 million to boost headcount in the emergency call center.

7. $48 million is added to the Fire Department to adjust the baseline budget for firefighters and the Voluntary Hospital Dispatch Fee PEG of $4.4 million is reversed.

8. $12.5 million is added to the Department of Finance to reimburse the vendor Paylock for Marshal and Sherriff fees related to the City’s booting program.

9. $35 million is added to Sanitation for snow removal and $12 million is added for collection of organic waste.  Saving of $56.9 million is recognized in waste disposal.

10. A transfer of $7 million  from the DOE to the Department of Youth and Community Development is made to pay for an expantion of  Out-of-School-Time programs this year.

11. Probation’s budget is reduced by $727,317. This results from a $911,422 lease savings, and addition of $201,123 for security and cleaning costs for a NEON center and technical adjustments.

12. $15.4 million is transferred from the Miscellaneous Budget to Law Department for major cases requiring outside counsel.  

13. $42.3 million is added to the Department for Homeless Services, changes include:

a. Withdrawal of Shared Living for Families with Children Proposal.  Included in the modification is a restoration of $9.1 million for the previous Administration’s shared living with families with children proposal. In Fiscal 2012, DHS proposed savings by converting existing one-family shelter units into units that would house two to three families depending upon the size and configuration of the unit. However, in order to implement this policy, Local Law 18 of 1990, section 21-124 would have to be amended, and it was not. 
b. Shelter Security.  Included in the modification is $5 million in funding for shelter security in family and adult family shelters in the current year.  In November and December of 2013, the agency welcomed two new classes of Peace Officers, aimed at promoting security at DHS facilities as part of the agency’s efforts to increase shelter security.

c. Restoration for Adult Shelter Diversion.  Included in the modification is a restoration of $2.7 million for an adult shelter diversion PEG.  Prior to this Administration, DHS would redirect single adults who do not report to their assigned shelters for 30 days or longer, back to the intake center for diversion services, resulting savings from reductions in the number of care days for approximately 200 clients.

d. Adult Shelter Re-estimate.  As a result of increases in the adult shelter census population, this modification includes an increase of $8.83 million for adult shelter capacity. The adult homeless population census averaged 10,180 in January 2014.

e. Restoration of Adult Employment Initiative.  Included in the modification is a restoration of $4.4 million for DHS’ temporary, subsidized employment PEG.  Under the previous Administration, DHS projected savings generated by a reduction in the number of shelter care days for between 150 to 500 single adult shelter residents with the implementation of its temporary subsidized employment services. 

f. Restoration of Reimbursement for Shelter Medical Services. Included in the modification is a restoration of a PEG for $800,000 for medical services in adult shelter.

g. Family Shelter Re-estimate. To accommodate the growing homeless family population, an additional $6.8 million for family shelters expenses are included in this modification.

h. Auburn and Catherine Street Security and Conversion. A total of $1.25 million is included in the modification for security guards and staffing costs for 75 positions at the Auburn and Catherine Street Family Shelters.

i. Restoration of Shelter Provider Administrative and Security Savings. Included in the modification is a PEG restoration of $1.1 million for a DHS initiative aimed at to reducing contracted shelter providers’ security budgets. Under this Administration, DHS is changing course, restoring security reduction and expanding funding.

j. Delayed Implementation of City Owned Shelter Reorganization. The modification restores $990,000 for the delay in implementing the reorganization of City-owned shelters. In Fiscal 2013, the Department anticipated savings as a result of its maximization of revenue from claim reimbursements from the restructuring the City-owned former PATH facility for new shelter services.

k. Restoration of Emergency Assistance Revenue Increase. Included in the modification is a restoration of $1.3 million for a DHS initiative at maximizing State reimbursement for Street Homeless Programs.

14. Cash Assistance Re-estimate in HRA. Included in the modification is a $32 million re-estimate of Cash Assistance grant funding, which had been based on higher caseload projections than at the time of adoption. Savings are based on the caseload remaining at the current average of 350,297 individuals. 

15. HHS Accelerator.  Originally launched in March 2013, the HHS Accelerator System is a web-based system maintained by the City of New York for use by human services providers and City agencies in order to manage procurement and financial activities. Participating City agencies include ACS, DFTA, DOC, DOHMH, DHS, DOP, SBS, DYCD, HPD, HRA and CJC.  Designed to eliminate a burdensome and duplicative paper process, it is intended to make the procurement and contracting process more efficient for City agencies and human service organizations, mostly nonprofits. There are several staffing funding shifts included in the modification, with a net increase to HRA of $170,861.


Procedure. If the Mayor wishes to transfer part or all of any unit of appropriation to another unit of appropriation from one agency to another; or when a transfer from one unit of appropriation to the another, and such transfer results in any unit of appropriation being increased or decreased by the greater of five percent or $50,000, section 107(b) of the Charter requires that the Mayor must first notify the Council of the proposed action.  Within 30 days after the first stated meeting of the Council following receipt of such notice, the Council may disapprove such proposed action.  If the Council fails to approve or disapprove such proposed action within such 30-day period, the proposed action becomes effective and the Mayor has the authority to make such transfer.


Description of Above-captioned Resolution.  In the above-captioned resolution, the Council would approve the Modification pursuant to Section 107(b) of the Charter.  Such resolution would take effect as of the date of adoption.

