Fiscal 2007 Preliminary Budget Report


Department of Small Business Services (801)

Mission Statement

The Department of Small Business Services (SBS) supports the formation and growth of the City’s small businesses and promotes neighborhood development as well as oversees the City’s adult workforce development program. SBS enhances services offered to the business community by working with other governmental agencies and public utilities. SBS also enhanced services offered to the business community by working with other governmental agencies and public utilities. SBS also serves as the City’s connection to 90 Local Development Corporations, 46 Business Improvement Districts, 10 Empire Zones and nine In-Place Industrial Parks that promote economic development and commercial revitalization. In addition, SBS promotes job opportunities for New Yorkers through targeted training initiatives and programs that meet the needs of businesses and strengthen the City’s workforce.
FUNDING SUMMARY

	
	Fiscal 2006

Adopted
	Fiscal 2006 

Modified
	Fiscal 2007 

Preliminary

	Expense Budget
	
	
	

	City
	$39,389,789
	$39,311,506
	$31,499,284

	Other Categorical
	$496,111
	$917,671
	$0

	State
	$0
	$1,082,346
	$0

	Community Development
	$6,097,561
	$8,336,692
	$6,106,173

	Federal-Other
	$56,752,559
	$82,256,360
	$57,527,007

	Intra-City
	$759,855
	$1,182,955
	$9,855

	Total
	$103,495,875
	$133,087,430
	$95,142,319


HEADCOUNT

	
	Fiscal 2006 

Adopted
	12/31/2005

Actual
	6/30/2006

Forecast
	Fiscal 2007 

Preliminary

	City
	98
	88
	111
	115

	Non-City
	104
	112
	113
	109

	Total
	202
	200
	224
	224


AGENCY OVERVIEW

Last year a local law was adopted with the intent for increasing participation in the City’s procurement process by historically underutilized businesses. This local law was adopted subsequent to the completion of the City Council-led Contracting Disparity Study, which revealed significant disparities in the City’s use of historically underutilized business communities. The new law’s passage mandates that the City’s purchasing process begin moving toward firm goals that will remediate these contracting disparities. 

Part of the City’s response to complying with this underutilization mandate has been to restructure and upgrade the Department’s MWBE program. An upgraded MWBE staff will coordinate with the City’s businesses, Chief Contracting Officers (ACCOs) from the various agencies and the Mayor’s Office of Contracts (MOC). This allocation of resources within SBS should facilitate the elimination of the historical disparity in the City’s procurement process. The Mayor has already taken a strong step with Executive Order 71, which mandates that the City’s process for purchasing goods and services move towards these eventual goals in the future. 

The Department’s MWBE staff will maintain effective records detailing the utilization trends in the City’s procurement process and continue to play the lead role in outreach to underrepresented communities. In those underutilized contracting areas, the Agency’s staff will work to address the City’s contracting shortfall with historically underrepresented communities. To this end, the Department has been increasing its staff and funding dedicated to implementing the MWBE program as is seen in this Fiscal 2007 Preliminary Plan Budget.
Contract Compliance Unit Personal Services Analysis

The Department has made progress towards increasing its overall staff dedicated to expanding opportunities for entities doing business with the City. Nevertheless, over the last five years, personal services spending, as shown below, has not significantly increased until the proposed Fiscal 2007 Financial Plan.

	FIVE-YEAR FUNDING ANALYSIS

	Fiscal Year
	Adopted 2003
	Adopted 2004
	Adopted 2005
	Adopted 2006
	Proposed 2007

	Contract Compliance - PS
	$768,587
	$613,181
	$727,780
	$728,100
	$787,928


The Agency may play a larger role in making working capital more accessible.  The Mayor has proposed to staff 17 new offices with outreach personnel, as well as create a Business Express website to facilitate access to capital. The economic resources required for this initiative should be fairly minimal (financial institutions would provide the actual financing) but combined with the new departmental emphasis on this initiative, more businesses may be able to obtain financing.

UNITS OF APPROPRIATION

The operating budget of an agency is structured into several levels, each of which provides varying levels of detail on an agency’s spending plans. The unit of appropriation (“U/A”) is the most basic level of detail within an agency’s operating budget.  U/As are essentially the building blocks of the City’s Expense Budget.  It is at this level that the Council adopts the City’s Expense Budget.  The City Charter requires that U/As represent the amount appropriated for Personal Services (i.e. salaries) or Other Than Personal Services (i.e. supplies) for a particular program, purpose, activity or institution.  What follows is the U/A structure and January 2007 Financial Plan actions for the Department of Small Business Services

Department of Business

	U/A#
	U/A Name
	Fiscal 2006

 Adopted

Budget
	Fiscal 2006 

Modified as of

2/6/06
	Fiscal 2007 

Preliminary 

Budget
	Percent 

Change Since 

Adopted

	001
	Department of Business-PS
	$5,039,834  
	$8,282,894  
	$5,746,297  
	14.02%

	002
	Department of Business-OTPS
	$29,598,170  
	$31,214,584  
	$19,992,766  
	-32.45%

	
	Total
	$34,638,004  
	$39,497,478  
	$25,739,063  
	-25.69%


This unit provides the Department’s administration and initiates the programs to attract new businesses and improve the City's business climate through expanded economic activity. The unit is also the central administrative body for the City's economic development agencies in particular EDC.

Funding Analysis

The Department’s funding in this area is lower in Fiscal 2007 as compared to the Fiscal 2006 Adopted Budget due to the elimination of commercial revitalization baseline funding for local development corporations and funding provided through Council initiatives for manufacturing and retention. Also, the Department shifted almost $3 million in City PS funding to its MIS budget. The shift of the staff associated with this funding will enable them to be deployed more efficiently.  

January Plan Actions 

The Fiscal 2007 Preliminary Budget contains PEGs totaling $924,000, new needs of $6.3 million and other adjustments of $925,000 in Fiscal 2007 and the outyears, and other reductions totaling $1.7 million.  PEGs, or Programs to Eliminate the Gap, are generally agency reductions that fall into four categories: service reductions; funding shifts; re-estimates; or tax-levy reductions due to anticipated revenue.  The other reductions are cuts restored by the City Council in the Fiscal 2006 Adopted Budget but were not baselined by the Mayor, so they do not exist in Fiscal 2007 and the outyears. 

· Empowerment Zone Reduction. Funding to the City’s Empowerment Zone is being reduced by $439,000 in Fiscal 2007 and the outyears.  This would bring funding of the Empowerment Zone down to $7.5 million annually and the Administration projects that this will not have a significant effect on the program because the Empowerment Zone doesn’t expend all of its funding annually.

· New York City & Company Reduction. The local development corporation that promotes the City's convention and tourism business, New York City & Company (formerly the Convention and Visitors’ Bureau) would be reduced $485,000 in Fiscal 2007 and the outyears as part of an across-the-board seven percent OTPS funding reduction. The impact of this reduction is mitigated somewhat by the fact that New York City & Company generates revenue from hotel and restaurant associations.

· Governor’s Island Allocation.  The City has allocated $5 million in Fiscal 2007 to the Governor’s Island Preservation and Education Corporation (GIPEC) for the management of the island following the takeover from the Federal government. The City will assume the day-to-day operation and maintenance of this site.

· Expansion of the MWBE Capacity. To ensure that the City’s future procurement process is as non-discriminatory as possible, the Department has increased its staff. The recent passage of a new local law now mandates that the City’s purchasing process begin the elimination of the historic disparity. The Department is focusing its efforts on its MWBE capabilities. To that end, six positions have been added to SBS’ central administrative office to provide outreach and build capacity for an enhanced MWBE program. The funding associated with this capacity expansion is $511,000 in Fiscal 2007 and declines to $328,000 in Fiscal 2008, $318,000 in Fiscal 2009 and $313,000 in Fiscal 2010.

· MWBE Program Maintenance Funding. The Department is adding four staff positions to certify businesses as MWBEs and will continue to fund them in the outyears after private grant funding expires. Implementing this component of the MWBE program will cost $513,000 in Fiscal 2007, increasing to $643,000 annually in the outyears. 

· Business Staff Increase. The Department’s telephone information staff for the Citywide 311 lines will increase by five positions to nine in Fiscal 2007 and the outyears at a cost of $268,000 annually.  This increase will facilitate more businesses obtaining access to information. 

· Collective Bargaining Increase. The Department will receive additional City funding of $125,000 in Fiscal 2007 and the outyears for costs associated with collective bargaining agreements. This action will affect all the units in the Department.

· Brooklyn Academy of Music Local Development Corporation. The City has allocated $400,000 to the Brooklyn Academy of Music (BAM) LDC for Fiscal 2007. City funds are required for the effective development and promotion of this rapidly evolving area. 
· Coney Island Local Development Corporation. The City has allocated $400,000 annually to the Coney Island LDC for Fiscal 2007 through Fiscal 2009 and the outyears. City funds are required for the effective development and promotion of this rapidly evolving area. 
· Elimination of Council Initiative - Commercial Revitalization Baseline Funding.  All City tax-levy support to the Commercial Revitalization program was eliminated for Fiscal 2007, leaving only the Federal Community Development Block Grant funding of $1.8 million. By providing funding to local development corporations that assist small businesses, the Commercial Revitalization program encourages business development and investment in neighborhood retail strips throughout the City. The Administration has eliminated $914,000 of City tax-levy baseline support for Fiscal 2007 and the outyears. 

· Elimination of Council Initiatives. In addition, funding for the Garment Industry Development Corporation (GIDC) of $241,000, the New York Industrial Retention Network’s support of $92,000, the Educational Opportunity Center’s (EOC) $335,000 and support of $114,000 to NYC & Company, the local development corporation that promotes the City's convention and tourism business, would also be eliminated in Fiscal 2007.
Contract Compliance and Business Opportunities

	U/A#
	U/A Name
	Fiscal 2006

 Adopted

Budget
	Fiscal 2006 

Modified as of

2/6/06
	Fiscal 2007 

Preliminary 

Budget
	Percent 

Change Since 

Adopted

	004
	Contract Comp & Bus.Opp-PS
	$727,780  
	$728,100  
	$787,298  
	8.18%

	005
	Contract Comp & Bus.Opp-OTPS
	$56,557  
	$56,557  
	$56,557  
	0.00%

	
	Total
	$784,337  
	$784,657  
	$843,855  
	7.59%


The Contract Compliance and Business Opportunities Unit primarily works to increase the participation of Minority and Women-Owned, Locally-Based, and Small Business Enterprises in the City’s procurement process. 

Funding Analysis

The Department has increased Minority and Women-Owned Enterprise program staff in its central administration unit and has also made a slight increase to this Contract Compliance Unit, which is charged with maintaining staff and resources for the City’s Local and Small Business program.
January Plan Actions

The Fiscal 2007 Preliminary Plan Budget for the Contract Compliance Unit has new needs totaling $158,000
· Division of Labor Services Staff Increase. In order to comply with Executive Order 50, the Mayor’s order intended to improve employment access, approximately 40 percent of the slots in construction apprenticeship programs must go to veterans, women, high school graduates, and the economically disadvantaged by the year 2010. Therefore, the Department is adding three positions and $158,000 to its Contract Compliance Unit, the unit that maintains labor information and performs labor surveys.  

Economic Planning/Film

	U/A#
	U/A Name
	Fiscal 2006

 Adopted

Budget
	Fiscal 2006 

Modified as of

2/6/06
	Fiscal 2007 

Preliminary 

Budget
	Percent 

Change Since 

Adopted

	008
	Economic Planning/Film-PS
	$1,152,863  
	$1,155,450  
	$1,295,672  
	12.39%

	009
	Economic Planning/Film-OTPS
	$539,103  
	$539,103  
	$327,103  
	-39.32%

	
	Total
	$1,691,966  
	$1,694,553  
	$1,622,775  
	-4.09%


The Mayor's Office of Film, Theatre and Broadcasting works to encourage the development of the entertainment industry in the City. 
January Plan Actions

The Fiscal 2007 Preliminary Budget for the Film Office has PEGs totaling $112,000, new needs of $51,000 and other adjustments of $74,000 in Fiscal 2007 and the outyears.
· Film Office OTPS Reduction. The Film Office will be reduced $112,000 in OTPS Fiscal 2007 and the outyears. The office operates as liaison between production companies and the City’s administration. The Agency’s Economic Planning and Film Office is adding the Made In New York film productions tax credit certification process that was formerly within the City’s Department of Finance directly to this unit. This consolidation of the tax credit certification staff with the other Agency staff that work with the Film industry to streamline the location shooting in the City should facilitate these processes and increase their use.

· Additional Film Office Staff. Three staff positions are being added to aid in implementing the Made in New York film and television production tax credits.  The Department of Finance is transferring one position to the Mayor’s Office of Film. This transfer would cost the Department $74,000 in Fiscal 2007 and the outyears. In addition, two support positions costing $51,000 will be added to the Office of Film, bringing the total to 21 to assist with the tax credits applications. The production of film and television is a central driver of the City’s local economy, employing diverse occupations such as actors and directors and utilizing businesses such as catering firms and limousine services.
Workforce Investment Act

	U/A#
	U/A Name
	Fiscal 2006

 Adopted

Budget
	Fiscal 2006 

Modified as of

2/6/06
	Fiscal 2007 

Preliminary 

Budget
	Percent 

Change Since 

Adopted

	010
	Workforce Investment Act-PS
	$7,484,939  
	$7,878,244  
	$7,568,449  
	1.12%

	011
	Workforce Investment Act-OTPS
	$48,975,620  
	$62,813,330  
	$49,735,168  
	1.55%

	
	Total
	$56,460,559  
	$70,691,574  
	$57,303,617  
	1.49%


The City’s Workforce Investment programs unit serve the City's economically disadvantaged in particular the, unemployed and underemployed. This unit provides the administrative support required to manage the various contracted training and employment programs.

Funding Analysis

While the projected Fiscal 2007 WIA baseline funding is not significantly different from the Fiscal 2006 Adopted Budget, there is a funding differential of $14 million that is reflected in the Current Modified Budget. Federal funding added during the fiscal year to the City’s workforce development program is from a reallocation of the State's overall WIA program funding. In addition, the Department has internally reallocated its Management Information Systems (MIS) staff to the WIA unit for Fiscal 2007.
Economic Development Corporation

	U/A#
	U/A Name
	Fiscal 2006

 Adopted

Budget
	Fiscal 2006 

Modified as of

2/6/06
	Fiscal 2007 

Preliminary 

Budget
	Percent 

Change Since 

Adopted

	006
	Economic Development Corp-OTPS
	$9,921,009  
	$20,419,168  
	$9,633,009  
	-2.90%

	
	Total
	$9,921,009  
	$20,419,168  
	$9,633,009  
	-2.90%


The New York City Economic Development Corporation (EDC), a nonprofit organization operating under contract with the City of New York, is the City’s primary vehicle for economic development services. EDC serves as a catalyst for public and private initiatives that promote the City’s long-term vitality. Through affordable financing, tax exemptions and low-cost energy programs, EDC helps City businesses gain the competitive edge they need to meet their short- and long-term goals. The largest part of EDC revenue is its City reimbursement for capital projects, followed by income from the rental and sale of City-owned property. EDC disburses these funds primarily as program and project costs, staffing costs and operating expenses related to the management of its portfolio of rental property.

Funding Analysis

Aside from its $9 million expense agreement with the City, the EDC’s budget, with its own balance sheet and revenues, exists independent of the City’s budget. The EDC manages a portfolio of property in addition to directing capital. The largest component of EDC revenue is its City reimbursement for capital projects, as shown below. The EDC also obtains revenue from income from the rental and sale of City-owned property and other activities.

	CITY REIMBURSEMENTS’ SHARE OF EDC’S OPERATING REVENUES

	Fiscal Year
	Fiscal 2000
	Fiscal 2001
	Fiscal 2002
	Fiscal 2003
	Fiscal 2004

	Reimbursements & City Grants
	$158,360,000
	$335,053,000
	$338,761,000
	$295,661,000
	$362,412,000

	Total Operating Revenues
	$310,499,166
	$515,476,200
	$532,875,000
	$461,301,000
	$535,977,000

	Share of Total Operating Revenues
	51.0%
	65.0%
	63.6%
	64.1%
	67.6%


 Source: Most Recent Combined Financial Statement

Unit of Appropriation Analysis
Projected EDC funding is lower in Fiscal 2007 due to reductions in Federal funding for Workforce Investment programs, which increased during the current fiscal year. The agency baselines certain amounts and recognizes other amounts as the funding comes in. EDC typically does not budget all anticipated sources of Federal funding before the fiscal year.  The Fiscal 2007 Preliminary Budget allocates $9.6 million to EDC, over $10.5 million less than the Fiscal 2006 Current Modified Budget of $20.4 million.  This reduction from Fiscal 2006 is attributable to the almost $9 million from both Federal Workforce Development and Federal Community Development (CD) funding that is not included in the baseline. SBS's Fiscal 2006 Adopted Budget included $9.9 million for EDC, which consisted of $2.6 million of Federal Community Development funding, and $5.7 million in City tax-levy funding.

Of its total $1.8 billion Capital Plan, the EDC is projected to obtain $867 million in Fiscal 2007 to implement components of the City’s Capital Program and almost $10 million to implement the Expense program.  In order to implement its development agenda, EDC utilizes approximately $400 million in operating revenue annually.

January Plan Actions

· Red Hook Community Courts Reduction. The use of City funding to provide for the Community Courts in Red Hook Brooklyn will be reduced by $35,000 in Fiscal 2007 and the outyears. This OTPS funding reduction is anticipated to be substituted by EDC with other funds thus minimizing any impact to these Community Courts.

REVENUE BUDGET

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

Recognized

Revenue* as of 1/31/06
	Fiscal 2006 

Realized

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

	Permits
	$480,000  
	$725,000  
	$297,638  
	$297,638  
	$480,000

	Franch & Prv
	$970,000  
	$970,000  
	$242,500  
	$242,500  
	$970,000

	Gen Gov Chgs
	$31,000  
	$131,000  
	$69,862  
	$69,862  
	$31,000

	Rental Income
	$15,408,000  
	$15,408,000  
	$3,852,000  
	$3,852,000  
	$15,408,000

	Miscellaneous
	$4,483,000  
	$4,483,000  
	$270  
	$270  
	$4,483,000

	Fed Grants-Defense
	$0  
	$67,973  
	$0  
	$0  
	$0

	Fed Grants-H U D
	$0  
	$1,810,000  
	$494,028  
	$494,028  
	$0

	Fed Grants-Labor
	$56,752,559  
	$78,579,752  
	$22,063,539  
	$15,554,867  
	$60,077,412

	Fed Grants-D O T
	$0  
	$1,732,865  
	$0  
	$0  
	$0

	Fed Grants-Hmlnd Scrty
	$0  
	$88,600  
	$0  
	$0  
	$0

	State Grants-Other
	$0  
	$24,500  
	$0  
	$0  
	$0

	State Grants-Env Conserv
	$0  
	$757,746  
	$0  
	$0  
	$0

	State Grants-Misc
	$0  
	$300,000  
	$0  
	$0  
	$0

	Nongvt Grant-Other
	$496,111  
	$917,671  
	$0  
	$0  
	$0

	TOTAL REVENUE BUDGET
	$78,620,670  
	$105,996,107  
	$27,019,837  
	$20,511,165  
	$81,449,412


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

**Realized revenue represents cash received by the City.
Revenue Budget Analysis

SBS is projecting $81.5 million in Fiscal 2007 Revenue, an increase of  $2.8 million from the Fiscal 2006 Adopted Revenue projection of $78.6 million with continued robust collections of Federal Department of Labor funds. The Federally supported Workforce Investment Act (WIA) funding is likely to exceed projections in Fiscal 2007 much as WIA’s funding increased dramatically during Fiscal 2006.  New York State WIA funding was reallocated to the City’s workforce development programs during the current fiscal year and continues to provide support for the City’s workforce development program where much of the employment need is located. WIA Personal Services funding is projected to increase during the coming fiscal year as the Agency continues to increase its workforce development activities in the face of acute need and to more accurately account for SBS staff activities, such as its MIS function.

Federal Issues and Highlights

The Department projects receipt of almost $60 million in Fiscal 2007 Federal Revenue, most of which is for Unit of Appropriation 011, Workforce Investment.   The Fiscal 2006 Current Modified Federal Revenue projection for SBS is over $82 million, with over $78 million in Workforce Investment Act funds.
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