Fiscal 2007 Preliminary Budget Response



Table of Contents

1Executive Summary


3Review and Analysis of Administration's January Plan


3Overview of Council Tax Revenue Forecast


3Council Alternative Financial Plan


3Agency Re-estimates


3Council Initiatives


3Education Assistance


3Full Day Universal Pre-Kindergarten Program


3Expand Urban Advantage


3Expanding Preventive Services Through Beacons


3Expand Conflict Resolution Programs in Middle Schools


3NYPD Vest Initiative


3Child Advocacy Centers Initiative


3District Attorney Initiatives


3Office of Food Policy


3Expand Use of Food Stamps at Farmers’ Markets


3Connecting HHC Patients to Public Benefits Enrollment


3Ensuring Food Security Through School Meals Applications


3Wireless Communications for Field Workers in City Agencies


3Tax Reform Program


3Business Tax Reductions


3Manufacturing Incentives


3Tax Reductions for the Most Vulnerable


3Budget Reforms


3Ending The Dance


3Expense Budget Reforms


3Provide Adequate Statements Of Programmatic Objectives


3Provide  Statements Of Impacts On Services


3Reform Of The Capital Budget Process


3Baseline Restorations





Executive Summary 

Over the last four years the City has recovered from one of the most difficult times in its history.  It has come through a fiscal crisis brought on by the worst single foreign attack ever on American soil, followed by a serious economic downturn.  The City struggled through these years, having to cut services and raise taxes to close large budget gaps.  Having endured these difficult times, it is now time to look beyond the current and ensuing fiscal year and plan for the future of our great City.    

Before we can put in place priorities that will help ensure a strong and prosperous future for our City and its inhabitants, we must reform and repair the foundation on which these priorities will be built.  We must see to it that our City's government is open and responsive to the needs of all of its citizens.  This Administration and the previous Council have begun taking important steps toward this goal.  For instance, the implementation of the 311-system has made government more accessible to residents and the integration of this system with the Mayor's Management Report is making it more accountable to the needs of the people.  Lobbying reforms proposed jointly by the Speaker and the Mayor will continue the drive to make government equally accessible to all.  Yet, the goal of transparent and responsive government cannot be attained without reforming the City's budget process.  Thus, budget reform is a centerpiece of this response to the Mayor's Preliminary Budget.  

In 1989, the City's budget process was revised by the Charter Revision Commission to make it more transparent and responsive to the needs of the public.  However, because these reforms were never implemented, the City continues to have a budget and budget process that is virtually identical to the one criticized by the 1989 Charter Revision Commission. Units of Appropriation -- the legal building blocks of agency budgets -- do not reflect funding for specific agency programs.  In some agencies, virtually all personal services funding for all agency activities is contained in a single unit of appropriation.  Indeed, in many agencies it is virtually impossible to determine funding for even the most basic agency programs and activities. 

In the capital budget, the lack of Charter-mandated specificity and information results in the inability to understand what projects are being pursued, during what timeframe, and at what cost to the public.  In 1999, for example, a $15 million Office of Emergency Management project resulting in a 46,000 square foot "bunker" went forward even though it did not appear in the capital budget.  Without relevant information regarding capital funding of the project, there was no discussion concerning the appropriateness of constructing this "bunker" on the 23rd floor of the World Trade Center.

The failure of the City's budget to conform to Charter requirements has two results: First, the Council, which is charged by the Charter to determine spending priorities for the City in an adopted budget, cannot effectively perform this function because it lacks the ability to understand what impact a particular increase or decrease in a unit of appropriation in the expense budget will have on various programs or what impact an increase or decrease in a capital appropriation will have on a specific project or group of projects.  

Second, this has led to a situation where rather than focus on budgetary policy and priorities, the Council has too often been forced into the role of being a partner in what has come to be known as the "budget dance."  Unable to determine what impacts its budgetary actions would have on agency priorities, the Council is too often forced into a position of attempting to do no harm – the Council avoids cutting appropriations that might result in undermining essential services and instead focuses on adding funding to those services it can identify that need to be strengthened. The Administration is happy to allow these circumstances to occur and to force the Council to keep its energies focused on a relatively small group of programs and projects.  Indeed, to prevent the "dance" from ending, the Administration will even cut programs and projects it intends to keep, knowing that the legislature will focus its energies on restoring them.

This response calls on the Administration to work with the Council to begin to reform the budget process.  Agency budgets should be reviewed to develop programmatic units of appropriation that detail the objectives sought to be achieved by the programs or agency activities.  Standards should be developed by which to measure the value and progress of capital projects and the capital budget should contain sufficient information to allow the public and the Council to understand the projects being undertaken as well as to judge the extent to which the projects are helping the City attain its medium and long-term planning goals.  This would allow the public and the Council to focus on budgetary priorities and long-term planning for the City, rather than on the steps in the "dance."

The task of reform goes hand-in-hand with a longer-term view of budget priorities.  The Council must focus on the long-term education, health, and welfare of our City and make sure that its major budgetary initiatives each year bring our City closer to those goals.  

The first of these goals is to have a well-educated populace capable of supplying our City with the talent and skilled labor it will need to prosper in the 21st century.  The Council and Mayor have enjoyed major successes in the area of education having adopted the largest school capital plan in the City's history and thus far, kept it on track against insurmountable odds.  We applaud the State legislature’s actions in facing the State's capital obligation to the City and its schoolchildren. The Council urges them to continue this fight and urges the Governor to join us as well. 

But in a school system where almost 41 percent of the children are living below 200 percent of the federal poverty level, and over 13 percent of children enter public school with English as their second language, the most important step after having basic facilities in which to teach them is to begin the education process as early as possible.  That is why this Response proposes to expand the current Universal Pre-kindergarten Program from half-day to full-day to allow 11,333 more children to attend full-day programs annually.

The second goal is to have a healthy population.  While the primary benefits are obvious, the secondary benefits, to the fiscal health of the City, are tremendous as well. Hunger and obesity are two symptoms of the same problem—a lack of access to healthy, nutritious food.  With indicators of hunger on the rise, low-income neighborhoods have become a nexus of hunger, obesity, and the health and social problems that attend—like diabetes, heart disease, poor school performance and high job absenteeism.  While the City has undertaken some worthy initiatives—the Council would like to ensure that all New Yorkers—no matter where they live or how much money they make—have access to healthy, nutritious food for themselves and their families. Therefore, the Council is proposing an Office of Food Policy.  This office, steered by the New York City Food Policy Council, with representatives of other agencies, food providers, medical professionals, and nutrition advocates, will engage in long-term planning to find solutions to the problems of hunger and obesity in our City.  Further, this office will work to develop and oversee initiatives to fight hunger, and expand access to nutritious and affordable food in high-need areas. 

The Council is also proposing a series of tax initiatives to help both businesses and residents and achieve long-term goals of tax fairness and equity.  A doubling of the earned income tax credit will provide much needed assistance to keep working families out of poverty. A refundable City child and dependent care credit will help families provide necessary care and aid the City’s most vulnerable families. The business tax cuts are aimed at small businesses by ameliorating the effects of double taxation and aiding those businesses that create so many of jobs needed by City residents. The Council’s investment tax credit for manufacturers will support this sector which provides well-paying jobs and good benefits.   

In this response the Council asks the Administration to join it in ending the budget dance and instead focus all of our energy on a march toward a better future for all New Yorkers. 

Review and Analysis of Administration's January Plan
 

The Administration’s January 2006 Financial Plan (“Financial Plan”) shows a balanced budget for Fiscal 2007.  The Financial Plan proposes a $52.2 billion budget for Fiscal 2007 that closes a $2.25 billion budget gap identified in the November Plan. Increases in available resources of $3.4 billion are offset by $1.2 billion in increased spending to eliminate the Fiscal 2007 gap.

Table 1: Eliminating the Fiscal 2007 Budget Gap
	Fiscal 2007 Gap to be Closed, November 2005 Plan
	($2,250)

	(in millions)
	

	Additional Resources 
	$3,408

	Tax Revenues
	$558 

	Non-Tax Revenues
	$75

	Debt Service Savings
	$82

	Prepayments (Budget Stabilization Account)
	$1,510 

	Agency Reduction Program
	$262

	Savings in Pensions
	$571 

	   State and Federal Actions
	$350

	 
	 

	Additional Spending 
	($1,158)

	Agency Expense Increases
	($158)

	Retiree Health Benefits Trust Fund
	($1,000)

	 
	 

	REMAINING GAP
	$0 


Source: NYC January Financial Plan 

As of the January Financial Plan, the projected Fiscal 2007 budget gap is reduced to $2.1 billion before additional gap closing measures are taken into account. The Financial Plan closes almost three-quarters of the $2.1 billion budget gap using an additional $1.5 billion surplus roll from Fiscal 2006. Other gap closing actions include $350 million in anticipated State and Federal aid and $262 million in agency spending reductions. Other than the surplus roll, the other gap closing actions are either unspecified, yet to be implemented, or both.

Additional Resources

The January Plan projects that Fiscal 2006 will end with a net $4.485 billion in additional resources.  Of this amount, $3.253 billion will be used to prepay Fiscal 2007 debt service. The January Plan also contemplates earmarking one billion dollars in Fiscal 2006 and Fiscal 2007 for deposit into a Retiree Health Benefits Trust Fund. Since budget adoption in June, $2.9 billion in additional tax revenue and $163 million in non-tax revenue have been identified in Fiscal 2006. Other Fiscal 2006 resources contributing to the surplus roll include $925 million in pension savings, $561 million in Medicaid savings, $228 million in agency savings, $41 million in debt service savings and $35 million in increased State education aid. A write-down of prior year payables of $400 million and a reduction in the general reserve by $200 million in Fiscal 2006 also contribute to the surplus roll. 

The surplus roll into Fiscal 2006 is augmented with a net increase in Fiscal 2007 resources. These resources include two billion dollars in higher Fiscal 2007 tax revenue re-estimates, based primarily on the carrying forward of higher Fiscal 2006 forecasts. Non-tax revenue sources are increased by $621 million in Fiscal 2007, including $350 million in anticipated revenue from Albany and Washington and $90 million in agency revenue increases. Resources from the expense budget total almost $1.4 billion and for the most part represent recurring resources realized in Fiscal 2006.

Additional Spending
Overall, changes to the financial plan since July 2005 project net savings of $1.3 billion in Fiscal 2006, a net increase in expenditures of $239 million, $1.1 billion and $1.5 billion in Fiscals 2007-2009 of the plan.  With regards to spending, the City has projected additional spending growth of $975 million for Fiscal 2006.  Some of the largest areas of expenditures are in collective bargaining, primarily due to higher than projected collective bargaining costs ($696 million and growing to $1.5 billion in Fiscal 2009) to cover various contract agreements with uniformed and other city personnel; higher energy costs ($200 million); and education needs, primarily in special education ($43 million).  As with collective bargaining, energy and education costs are expected to grow in the outyears of the financial plan.  For Fiscal 2006, savings of $2.3 billion has offset the additional expenditures.  These savings were primarily in pension calculations ($925 million), and Medicaid savings resulting from the enacted State Budget for 2005-2006 that capped the growth of Medicaid expenditures for counties ($784 million).  The January 2006 Financial Plan included an agency gap closing program of $228 million, of which $132 million represents expense savings and $96 million represents increased collection of miscellaneous revenues.  Increases for state aid of $35 million in Fiscal 2006 and growing to $337 million if Fiscal 2009 is expected to cover the costs of the United Federation Teachers (“UFT”) contract.  As the table shows, these particular savings above are projected to recur in Fiscal 2007 and the outyears.

Table 2: Administration's January Financial Plan 

	
	2006
	2007
	2008
	2009

	
	
	
	
	

	Gap to be Closed June 2005 Plan
	$0 
	($4,507)
	($4,470)
	($3,925)

	
	
	
	
	

	Revenues Changes
	
	
	
	

	Personal Income Tax
	$992 
	$1,100 
	$932 
	$1,012 

	Real Estate Transaction taxes
	$972 
	$406 
	$348 
	$317 

	Business Taxes
	$503 
	$417 
	$344 
	$366 

	All Other Taxes
	$440 
	$70 
	$21 
	$102 

	Subtotal
	$2,907 
	$1,993 
	$1,645 
	$1,797 

	
	
	
	
	

	Agency Gap-Closing Program
	$96 
	$90 
	$68 
	$68 

	   Non-Tax Revenue
	$163 
	$181 
	($8)
	($9)

	   Anticipated State and Federal Aid
	--
	$350 
	$250 
	$250 

	Extension of Property Tax Rebate
	--
	--
	($256)
	($256)

	Subtotal
	$259 
	$621 
	$54 
	$53 

	
	
	
	
	

	Total Revenue Changes
	$3,166 
	$2,614 
	$1,699 
	$1,850 

	
	
	
	
	

	Expenditure Changes
	
	
	
	

	Collective Bargining
	($696)
	($1,381)
	($1,515)
	($1,514)

	Energy Costs
	($97)
	($102)
	($88)
	($83)

	Education
	($43)
	($56)
	($57)
	($57)

	Pension Assumptions and Methods
	$925 
	$571 
	($161)
	($452)

	Medicaid
	$561 
	$223 
	$223 
	$223 

	Agency Gap Closing Program
	$132 
	$172 
	$143 
	$143 

	      General Reserve
	$200 
	--
	--
	--

	      Prior Year Expenses
	$400 
	--
	--
	--

	     Debt Service
	$41 
	$117 
	$33 
	$9 

	     State Education Aid
	$35 
	$300 
	$337 
	$337 

	     Other Agency Changes
	($139)
	($83)
	($45)
	($53)

	Total Expenditure Changes
	$1,319 
	($239)
	($1,130)
	($1,447)

	
	
	
	
	

	Net Change During Fiscal 2006
	$4,485 
	$2,375 
	$569 
	$403 

	
	
	
	
	

	Discretionary Transfers
	 
	 
	 
	 

	   Surplus Transfer
	($3,253)
	$3,253 
	 
	 

	   Retiree Health Benefits Trust Fund
	($1,000)
	($1,000)
	 
	 

	   TSASC
	($232)
	($121)
	 
	 

	Remaining Gap
	$0 
	$0 
	($3,447)
	($3,500)


More than 75 percent of the City’s $3.1 billion agency gap closing program in the January plan for Fiscal 2006 will be non-recurring in Fiscal 2007 and Fiscal 2008. 

Overview of Council Tax Revenue Forecast 

A Soft Landing

In the last few years both the national and City economies have been fueled by three things: strong consumer spending, strong corporate sector profits and a booming housing market.  During 2005 consumers were outspending their income to such an extent that personal savings was –0.5 percent of after tax income.  After tax profits were up by close to 35 percent in 2005 and are now over 12 percent of the national income, better than even the boom years of the 1990s.  Since about 1997, housing prices have soared. Nationally, the average single family home has increased by 80 percent-- well exceeding the growth of wages or personal income.   In the City, the growth has been even stronger with the average price per square foot of Manhattan co-ops and condos doubling.  Most economists expect consumption, profits and housing prices to return to more normal levels. The forecaster’s question is: “How will the City’s economy adjust to this change?” The Finance Division’s answer to this is somewhat different from OMB’s.  We don’t see as much of a slowdown in 2007, nor do we see a near recession in the City that OMB forecasts for 2008.  

The City Economy

The City economy is doing well. Since February 2005 the private sector has added 56,000 jobs, with employment growth found in most sectors of the City’s economy. The expansion was broad; jobs were created in the financial service, information, retailing, health care, education, professional and business service sectors. Job losses were mostly contained to the troubled sectors of the City’s economy, which include manufacturing and air transportation.   

Income continues to grow.  In the last quarter of 2005, income tax withholdings, which roughly track wages paid in the City, were up by more than 10 percent compared to the same time last year, and it appears withholdings in the first quarter of 2006 will be up by around 8 percent from the same time last year.
  If there is a dark cloud, it is that the bonus season, while excellent and well above last year, is not quite as good as hoped and withholdings on the income tax are running slightly behind plan. 

This ongoing growth in the economy has many sources, but the one that stands out because of its size and volatility is the securities industry.  2005 was in some ways fabulous for the industry.  Gross revenues of NYSE member firms rose by close to 45 percent.  This growth will slow down to a still excellent 17 percent in 2006.  Profitability and securities industry wages will continue to rise and this will help keep the City moving forward. There is more to the City than securities-- the Council sees ongoing expansion in most key sectors, including the information, business services, retailing, arts, entertainment, and recreation sectors.  Overall, the City should add 46,000 jobs in 2006.  As corporate profits return to a more normal level, revenue growth in the securities industry will slow down as will the City’s economy overall.  Even so, the City should continue to add jobs at an average rate of around 40,000 jobs a year in 2008-2010. 

The City’s real estate market is a mixed story. On one side is increasing strength in the commercial real estate market.  Over the past year the amount of vacant rentable office space has fallen by around 20 percent, while rents continue to be strong. Indeed, rising rents driving out old tenants have become something of a problem.
    On the other side, there are signs of a slow down in the housing market.  This is a pattern we believe will continue, with employment growth aiding the commercial market while the housing market stalls.  This stall will give incomes a chance to catch up with home prices.  Prices may fall 3 or 4 percent between 2007 and 2008, but in a still expanding economy with still moderate interest rates, this should not be as severe a correction as in 1990-1992.  

Tax Revenues

Council Finance is expecting the overall level of City tax revenue to fall slightly in Fiscal 2007.  Part of this is due to changes in tax policy.  The sunset of the top two tax brackets on the personal income tax on January 1, 2006 and the elimination of the sales tax on clothing and footwear under $110 in September 2005 have reduced the growth of the PIT and sales tax for Fiscal 2007.  Another part of the slow down is economic.  With corporate sector profits returning to a more normal level, there is unlikely to be the kind of growth in the financial markets that we have seen in the past few years.  And while income will continue to grow in the City, it will grow more slowly, especially in 2008.  So growth in the income-sensitive taxes will remain modest. The third component is the housing market, which shows up mostly in the transaction taxes (i.e. other property taxes).  As prices stall, sales volume falls and mortgage refinancing end, we expect a significant fall in the mortgage recording and real property transfer taxes.  

A special feature of this forecast is the property tax.  The Department of Finance (“DOF”) Commissioner lowered the target assessment ratio for small (less than 11 units) class two rentals, co-op and condo properties from 45 percent of market value to 15 percent in an effort to equalize the tax burden between these property owners.  This lower assessment appeared on the tentative assessment roll published in January. Office of Management and Budget (“OMB”) based its forecast of the levy for Fiscal 2007 on this roll, and carried the changes throughout the plan period.  However, after the roll was published, the City’s Law Department determined that this action might be subject to legal challenge because it violates State law requiring a uniform assessment ratio for properties within the same tax class. Consequently, DOF reversed the action.  Estimates of the increase in the levy as a result of this reversal range from $140 million to $196 million. Most of the Council’s differences in property tax revenue projections from OMB’s reflect this increase carried through the plan period.

In the out years, Council Finance sees revenue growth returning to a more normal level without the impetus of the unusually strong housing and financial markets.  In Fiscal 2008-2010, the Finance Division sees revenues growing at an average annual rate of 4.5 percent, which is only slightly over OMB growth rates.  But the timing is different: OMB sees falling revenues in Fiscal 2007 and a relatively weak 2008.  But since the Council Finance’s economic forecast does not include OMB’s near recession in 2008, Fiscal 2008 looks much better in our forecast. 

Table 3: Council Finance Division's Tax Revenue Forecast Compared to Preliminary Budget

(In millions, above/(below) Fiscal 2007 Preliminary Budget
	(in millions)
	2006
	2007
	2008
	2009
	2010

	Real Property
	$0
	$151
	$251
	$190
	$208

	Other Property Taxes
	$49
	$72
	$124
	$74
	-$7

	Personal Income 
	-$7
	$46
	$218
	$237
	$269

	Business Taxes
	$10
	$15
	$147
	$158
	$102

	Sales
	$30
	$27
	$49
	-$38
	-$42

	Other Taxes
	-$7
	$2
	$5
	-$12
	-$14

	
	
	
	
	
	

	Total Taxes
	$75
	$313
	$794
	$609
	$516

	
	
	
	
	
	

	Growth Rates
	
	
	
	
	

	
	2006
	2007
	2008
	2009
	2010

	Real Property
	8.5%
	4.0%
	7.8%
	4.4%
	4.8%

	Other Property Taxes
	7.2%
	-26.4%
	-1.4%
	-2.4%
	-1.1%

	Personal Income 
	7.3%
	-0.6%
	3.5%
	7.2%
	5.7%

	Business Taxes
	7.6%
	2.7%
	2.2%
	5.8%
	5.6%

	Sales
	0.7%
	2.6%
	2.3%
	3.8%
	5.8%

	Other Taxes
	0.0%
	-1.9%
	0.6%
	1.0%
	1.5%

	
	
	
	
	
	

	Total Taxes
	6.2%
	-0.4%
	4.3%
	4.4%
	4.6%


Council Alternative Financial Plan

Table 4: Council Financial Plan

	
	2006
	2007
	2008
	2009

	
	
	
	
	

	REMAINING GAP IN JANUARY PLAN
	$0 
	$0 
	($3,447)
	($3,500)

	
	
	 
	 
	 

	COUNCIL RESOURCES
	$127 
	$450 
	$914 
	$729 

	   Agency Savings
	52 
	137 
	120 
	120 

	   Tax Revenue
	75 
	313 
	794 
	609 

	
	
	
	
	

	COUNCIL RESTORATIONS & INITIATIVES
	
	($577)
	($638)
	($699)

	
	
	
	
	

	Restorations Not Baselined in Fiscal 2007
	
	(338)
	(338)
	(338)

	
	
	
	
	

	  Initiatives
	
	 $   (84.5)
	 $ (139.5)
	 $ (189.5)

	     Full-Day Universal Pre-K 
	
	 $   (45.0)
	 $   (90.0)
	 $ (135.0)

	     Education Assistance
	
	 $    (1.0)
	 $    (1.0)
	 $    (1.0)

	     Urban Advantage Expansion
	
	 $    (3.5)
	 $    (3.5)
	 $    (3.5)

	     Food Policy Council
	
	 $    (0.3)
	 $    (0.3)
	 $    (0.3)

	     EBTs at Greenmarkets
	
	 $    (0.1)
	 $    (0.1)
	 $    (0.1)

	     Expand Preventative Services at Beacons
	
	 $    (1.0)
	 $    (1.0)
	 $    (1.0)

	     Police Vest Replacement
	
	 $    (9.9)
	 $    (9.9)
	 $    (9.9)

	     Conflict Resolution
	
	 $    (0.4)
	 $    (0.4)
	 $    (0.4)

	     Expand Child Advocacy Centers
	
	 $    (7.5)
	 $    (7.5)
	 $    (7.5)

	     Enhance Das/Child Safety Advoc.
	
	 $   (15.8)
	 $   (25.8)
	 $   (30.8)

	     Communications for Field Workers
	
	 No Cost 
	 No Cost 
	 No Cost 

	     Connecting HHC patients to Other Public Benefits
	
	 No Cost 
	 No Cost 
	 No Cost 

	     Link food stamps to school meals
	
	 No Cost 
	 No Cost 
	 No Cost 

	
	
	
	
	

	Tax Program
	
	 $    (154)
	 $    (160)
	 $    (172)

	
	
	
	
	

	Small Business Initiative
	
	 $     (70)
	 $     (71)
	 $     (76)

	     Credit for Resident Shareholders of S-Corporations
	
	 $     (45)
	 $     (45)
	 $     (48)

	     Deepening Resident Partner UBT Credit
	
	 $     (20)
	 $     (20)
	 $     (20)

	     Tax Credit for Manufacturing Capital Investment
	
	 $       (2)
	 $       (3)
	 $       (5)

	     Modifying REAP / IBZ Relocation Credit
	
	 $       (3)
	 $       (3)
	 $       (3)

	Tax Reductions for the Most Vulnerable
	
	 $     (84)
	 $     (89)
	 $     (96)

	     Increase EITC to 10 percent of Federal Credit
	
	 $     (62)
	 $     (67)
	 $     (72)

	     Child and Dependent Care Credit
	
	 $     (22)
	 $     (22)
	 $     (24)

	Non-City Funded (not included in financial plan)
	
	 $     703 
	 $     659 
	 $     718 

	     Restore Commuter Tax
	
	 $     703 
	 $     659 
	 $     718 

	SURPLUS / (GAP)
	$127 
	($127)
	($3,171)
	($3,470)

	Additional Surplus Roll to Fiscal 2007
	(127)
	127 
	
	

	RESTATED GAP
	$0 
	$0 
	($3,171)
	($3,470)


Agency Re-estimates

The Council’s alternative financial plan identifies a combined $188.6 million in agency savings in Fiscal 2006 and Fiscal 2007.  The 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.
Campaign Matching Fund

The Campaign Finance Board has a unit of appropriation (U/A 003) consisting solely of campaign matching funds.  The Fiscal 2007 Preliminary Budget contains $1 million for this unit of appropriation (“U/A”).  Because no City elections are scheduled for this fall, these funds may be removed.  Should one or more special elections occur, the City might need to provide matching funds to the Board through the budget modification process.

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.  As such, the City Council recommends removing $20 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 $6 million in Fiscal 2006 and $48 million annually thereafter.  Because of significant delays in the project, few of the infrastructure improvements have been made to date, and fewer than planned are likely to be made in Fiscal 2007 through Fiscal 2010.  As such, the maintenance funds budgeted in the Expense Budget can reasonably be reduced without jeopardizing public safety.  The City Council recommends removing $4 million of the existing $6 million in ECTP maintenance funds in Fiscal 2006, $24 million of the $48 million in Fiscal 2007, and $10 million annually from Fiscal 2008 to Fiscal 2010.

Assigned Council (18-B) Attorney Program

18-B attorneys are assigned cases by judges when no institutional provider is available. Significant 18-B accruals have been taken by the Administration in each of the past two years ($23 million in Fiscal 2004 and $13 million in Fiscal 2005).  Additionally, a $5 million baseline increase in the City’s 18-B budget starts in Fiscal 2007.  Because of likely accruals, the City Council recommends the removal of $18 million in Fiscal 2006 and $25 million annually beginning in Fiscal 2007.

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 $590.3 million in Fiscal 2005, the J&C budget stands at $600.7 million in Fiscal 2006 and $646.5 in Fiscal 2007 and the outyears.  As such, the City Council recommends removing likely accruals of $48.5 million annually beginning in Fiscal 2007.

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.  Although the Administration has taken savings in Fiscal 2006 in recognition of likely accruals, no such adjustment has been made for Fiscal 2007 and the outyears.  The City Council recommends that $2.5 million budgeted annually for these payments be removed from the City’s Financial Plan beginning in Fiscal 2007.

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.  Although the Administration has taken savings in Fiscal 2006 in recognition of likely accruals, no such adjustment has been made for Fiscal 2007 and the outyears.  The City Council recommends that $2.5 million budgeted annually for these payments be removed from the City’s Financial Plan beginning in Fiscal 2007.

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 $10 million annually from the NYPD’s PS budget 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.  Although the Administration has recognized a likely $600,000 increase in these revenues in Fiscal 2006, no such recognition has been made for Fiscal 2007 and the outyears.  The City 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. 

State Office of Children and Family Services (OCFS) Payments

Each year, the City’s Department of Juvenile Justice (DJJ) pays the State Office of Children and Family Services (OCFS) 50 percent of the latter’s costs associated with the placement of New York City youth in OCFS facilities.  Although $43.2 million is budgeted for these payments in Fiscal 2006, an additional $2.5 million is budgeted in Fiscal 2007 and the outyears.  It is unlikely that these additional funds will be needed.  The City Council recommends, therefore, that $2.5 million annually be removed from DJJ’s baseline budget beginning in Fiscal 2007.

Council Initiatives

The Council’s Alternative Financial Plan includes $85.3 million in new initiatives and enhancements in Fiscal Year 2007. The following is a summary of the Council’s budget priorities. 

Education Assistance 

The Council proposes to provide $1 million in Fiscal 2007 and the outyears to the Department of Education to respond to calls received through the City’s 311 system. 

Currently, there is no centralized information resource for individuals trying to navigate the complexities of the NYC Department of Education.  Although there are numerous hotlines serving smaller populations, there is no hotline in NYC for parents and professionals to get information on how to navigate the school system.   The current 311 system offers basic information about school locations and can refer callers to district staff people.  However, the 311 operators are not trained to deal with complex education inquiries.  

Under this initiative, the Department would receive calls referred through 311.  With 1.1 million students in the NYC public school system, it is the responsibility of the Department of Education to ensure that the needs of all students and parents are met and this initiative is a strong step in that direction. 
Full Day Universal Pre-Kindergarten Program

The Council proposes to expand current universal pre-k programs from half day to full day, for a cost of $135 million when fully implemented.  Currently there are 34,000 children who are enrolled in half-day universal pre-k programs and 7,000 in full-day programs.  This proposal would be phased in over three years, allowing 11,333 more children a year to attend full day programs beginning in Fiscal 2007 at a cost of $45 million in Fiscal 2007, $90 million in Fiscal 2008 and $135 million in Fiscal 2009.

The New York State Universal Pre-Kindergarten (UPK) legislation passed in 1997 and provides categorical grants to New York City to create programs for four-year-old children with an opportunity to access comprehensive early childhood education experiences that promote the children’s 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 began in the Fall of 1998 and operates in all 10 regions.  The maximum class size for the universal pre-k program 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.

In the first few years of the program, New York City UPK enrollments did not meet growth projections in some neighborhoods due to space constraints and in others due to slack demand.  While enrollment has grown significantly over the past few years, it has been reported that many parents would enroll their children in a UPK program if it were longer than two and a half hours per day.  The Council’s goal is for all universal pre-k programs to be full-day.

The State provides most of the funding for the universal pre-k program with a small supplemental City tax-levy allocation.  In order for New York City to really address parents’ needs, it will have to do more to make full day universal pre-k available to all who need it.  Because New York City has reached its UPK funding limit under the State’s current program, additional funding provided by the City would not leverage any additional State funding.  The Fiscal 2006 State allocation for universal pre-k is $146.5 million, while the City provides approximately $370 more per child because of the high cost of operating in New York City.   The total per pupil allocation for the universal pre-k program is approximately $4,000.  At adoption of the Fiscal 2006 Budget, the Administration added $6.1 million to expand the universal pre-k program.  This funding expanded the program by 750 students as well as enriched services for over 200 students.  

Expand Urban Advantage

The Council proposes to expand the funding for the Urban Advantage program to $3.5 million in Fiscal 2007 and the outyears to assist more students and teachers in the area of science education and professional development.  The Council began funding this program in Fiscal 2005 and expanded funding in 2006.  It has proven to be a valuable resource to teachers and students and has gained the support of the Department of Education.  By expanding this program, the Council remains committed to closing the science gap in this City. 

Since the Spring of 2001, the State’s eighth graders must take the State-mandated Intermediate Level Assessment in Science.  The three-hour exam includes a two-hour written portion and a one-hour lab examination assessing a student’s lab skills and understanding of science concepts.  Eighth graders must now also produce an “exit project” to successfully complete the eight grade.  Despite these requirements, few New York City middle schools have laboratories.  Also, there is a critical shortage of trained science teachers.  Many teachers who now have responsibility for teaching science to middle school students, are not certified in this area.  Thus, a program like Urban Advantage was desperately needed and fulfilled a very important niche.  

In Fiscal 2005, the Council provided $1.34 million for the Urban Advantage program and increased it to $2.5 million in Fiscal 2006.  This initiative, which partners seven science-oriented institutions, provides professional development for science teachers, school and class-based resources to participating schools, hosts educational field trips for 8th grade classes and assists middle school students in completing state-mandated exit projects and/or requirements.  The seven institutions include the American Museum of Natural History (AMNH), the New York Botanical Garden, the Brooklyn Botanic Garden, the New York Hall of Science, the Queens Botanical Garden, the Staten Island Zoological Society, and the Wildlife Conservation Society (Bronx Zoo and New York Aquarium).  No where in the world are there seven first rate science-oriented institutions in one place and the Council and the American Museum of Natural Institute, which spearheaded the creation of the partnership among the institutions, knew it was time that New York City’s school children truly take advantage of all the City has to offer and thus, the Urban Advantage Program was created.  Since its inception it has been very successful.     

Under the current program, the urban advantage partner institutions have developed complementary programs that provide professional development to teachers, scientific materials and other resources for schools and students and grant free access to science-rich cultural institutions for students, families and educators.  The expansion of the program would allow more students to participate.  In Fiscal 2006, over 111 schools, 195 teachers and 18,722 students participated in the Urban Advantage Program.  With additional funding, in Fiscal 2007 the program would serve an additional 60 schools, 90 teachers and 8,000 students.  

Overall, the Urban Advantage program is a great resource and by providing additional funding in Fiscal 2007 and the outyears continues the Council’s commitment to ensuring that New York City students have the best education possible.

Expanding Preventive Services Through Beacons

Currently there are sixteen of eighty beacons that now have Administration of Children’s Services (ACS) workers.  ACS and advocates for children have identified 21 additional schools that they feel need ACS liaison.

The Council proposes capitalizing on the underutilized resource of State funding for ACS social workers in New York City schools.  Expanding the preventive service program that assigns social workers to schools in areas with high rates of child neglect and linking these social workers as liaisons between the school and Beacon staff will simultaneously result in greater tracking and assistance for students and their families and improved communication between schools and Beacons. The cost of this expansion from 16 to 37 schools at a rate of $60,000 per school totals $1.26 million. 
Expand Conflict Resolution Programs in Middle Schools

The Council proposes to expand funding in the amount of $350,000 in Fiscal 2007 and the outyears for conflict resolution programs in the middle schools, specifically aimed at reducing gang involvement and violence. 

Students entering middle schools today face a number of challenges including more difficult academic standards, peer pressure and the need to fit in.  They must make the transition from a supportive elementary school environment to a more rigorous and complex system of topics and social responsibilities.  Also, many are becoming involved in gangs and violent behavior.  An effective, school-based conflict resolution program can reduce crime and violence among students and promote academic achievement.  Conflict Resolution programs focus on nonviolent means of problem solving, peer mediation, and conflict resolution skills.  Children involved in conflict resolution programs have shown improvement in school attendance, high school graduation and college placement rates.      

NYPD Vest Initiative

Current NYPD practice dictates that as vest technology changes, only new officers graduating from the Academy are provided with new vests.  During his recent Preliminary Budget appearance before the Committee on Public Safety, Police Commissioner Kelly testified that while 18,000 police officers currently own the most highly rated protective vests (Level 3A), another 18,000 have older, less highly rated vests (Level 2).  (Vest ratings are determined by the National Institute of Justice (NIJ) and are based on testing protocols for bullet stopping capability, body coverage, etc.)  Members of the City Council believe that all NYPD officers should have the safest possible equipment, including bullet-resistant vests.  (A comparison could be made with the Fire Department, which should ensure that firefighters never enter a burning building without state-of-the-art bunker gear.)

The most current, highest level vests are always provided to new officers upon their graduation from the Police Academy.  The current Academy class of approximately 1,600 cadets will graduate in June and be provided with Level 3A vests at a cost of $560 per vest.  These vests have been redesigned to the NYPD’s specifications for greater body coverage, keeping in mind the tragic death of officer Dillon Stewart who was killed in the line of duty when shot in the armpit area, an area not protected by his vest.

The City Council proposes to fund a one-time vest replacement initiative that calls for the purchase of 17,600 new Level 3A vests (assuming that 400 of the 18,000 officers having Level 2 vests will retire by the end of the current fiscal year).  The cost would be approximately $9.9 million.

Child Advocacy Centers Initiative

There are currently 10 Child Advocacy Centers (CACs) across the City that coordinate the investigation of child abuse cases in a child friendly setting utilizing partnerships with ACS, the NYPD, the City’s prosecutors, and medical partners. However, not all these centers have full access to City resources, and none are open the hours needed. 

Given the increased need for CAC services, particularly in the wake of the Nixzmary Brown death and other high-profile child abuse incidents, the Council proposes having at least one CAC in every borough that is fully staffed by City agencies and is open seven days a week, 8a.m to midnight. 

Currently, Safe Horizon operates three Child Advocacy Centers.  They are in Brooklyn, Queens and Staten Island.   The total annual operations budget for the three centers is approximately $2.4 million, of which approximately 26 percent ($643,000) is supported by City tax levy funds, including $500,000 from the City Council, which is not baselined. Although Safe Horizon has indicated that it is committed to providing a substantial portion of the CAC funding through private fundraising (in part to maintain its independence), the lack of a dedicated funding stream for the remaining costs is problematic.  

At present, two of the three CACs are fully staffed Monday to Friday from 9:00 a.m. to 5:00 p.m., with NYPD personnel on site daily from 8:00 a.m. until midnight.  The Staten Island site, which is now staffed by Safe Horizon and the NYPD, will soon be relocating to new quarters that will be fully staffed by all partners.  Safe Horizon is seeking additional governmental support to expand the hours of these three CACs to include a 4:00 p.m. to midnight shift that will enable the centers to be fully staffed with all of its partners seven days a week from 8:00 a.m. to midnight.  The City Council recommends that its $500,000 CAC appropriation be restored and baselined, and that an additional $1.5 million per year be provided to Safe Horizon to greatly expand its CAC resources and hours of operation.  This sum would also support an expansion of funding for the CAC medical providers at each of the centers.

Additional funding for the District Attorneys (DAs) to expand their child abuse investigation and prosecution abilities is being proposed by the City Council elsewhere in this Budget Response (see page 16).  In the three boroughs that have Safe Horizon-operated Child Advocacy Centers, this additional City Council funding would allow for appropriate DA staff to be present during the expanded CAC hours of operation.

It should be noted that the January Plan has already provided the ACS with additional resources that will enable that agency to fully staff the Safe Horizon CACs during expanded hours of operation.  The recently announced expansion of the uniformed police force will also enable the NYPD to maintain its staffing of the CACs from 8:00 a.m. to midnight, and perhaps to add resources.

In addition to the $1.5 million in proposed funding for Safe Horizon, the City Council also proposes appropriating an additional $6 million to augment the services being provided at the City’s seven other CACs, many of which are hospital-based.  Importantly, this funding would enable the expansion of CAC resources in each of the five boroughs.  These CACs do not have personnel from the NYPD, DAs or ACS co-located within their sites – but they should.  In the months ahead, the City Council will endeavor to determine the services currently being delivered at these centers, their budgetary needs (particularly those required to have all of the above-referenced agencies on-site during hours of operation), and their ability to utilize funds that might be made available by the City Council.

Although difficult to project, this City Council initiative would allow its Safe Horizon to nearly double the number of abused children and families it serves annually, from 3,000 to perhaps 6,000.  The Council’s $6 million enhancement for the other seven CACs would allow them to serve many other children at will.  These funds would allow the CAC partners to conduct the most thorough and least traumatizing investigations possible, to ably prosecute the perpetrators of these heinous crimes, and to lead the victimized families on the road to recovery.

In all, the City Council recommends $7.5 million for the expansion of services at CACs.

District Attorney Initiatives

Since the beginning of the current Administration, the offices of the five District Attorneys and the Special Narcotics Prosecutor (OSNP) have been subject to multiple rounds of budget cuts totaling more than $40 million annually.  Although the DA and OSNP may be able to have a portion of these cuts restored by demonstrating that their work raises revenue, the agencies are reeling, even with the $4.2 million appropriation added by the City Council in the Fiscal 2006 Adopted Budget.  [It should be noted that revenue enhancement funding totaling $12.9 million was included in the Fiscal 2006 Executive Budget, but not baselined for Fiscal 2007 or the outyears.]  Fiscal 2007 Preliminary Budget testimony revealed that attorney headcounts are down, average caseloads are disturbingly high, and arrest-to-arraignment times are unacceptably high.  Additionally, public safety has been jeopardized because of the prosecutors’ inability to prosecute cases in an expeditious manner, conduct long-term investigations, and provide crime prevention services. 

It’s clear that the DA and OSNP have worked hard to be efficient with their City-funded resources: salaries pale in comparison to many public sector legal offices; new technologies such as videoconferencing and data sharing have been employed; and functions have been reorganized and, in some instances, eliminated.  Revenue protection and enhancement opportunities have been seized upon: crimes involving large-scale tax fraud, identity theft and money laundering have all been the subject of targeted investigations and vigorous prosecution.  The prosecutors all called for additional funding in these areas.      

The terrific financial burden under which they’ve been operating has not prevented the City’s prosecutors from continuing some of their critically important non-mandated (and often little-noticed) programs.  These include Drug Treatment Alternatives to Prosecution  (DTAP), truancy reduction programs, efforts at the City’s CACs, and the coordination of community support systems to facilitate the reintegration of individuals leaving jails and prisons.     

All of the mandated and discretionary programs administered by the DAs and the Special Narcotics Prosecutor deserve our unequivocal support, just as such support is rightly given to the Police Department.  The City should re-examine the wisdom of its revenue enhancement program and restore, over the next four years, the $40 million in budget reductions that have impacted the budgets of the DAs and OSNP since January 2002.  The City’s investment will more than pay for itself in terms of increased public safety, reduced arrest-to-arraignment overtime costs, and protection of our tax base.

In order to keep this the safest big city in the country, the City Council proposes that its $4.2 million appropriation be restored and baselined, and that the following additional sums be provided to the prosecutors’ budgets:  $15.8 million in Fiscal 2007, $25.8 million in Fiscal 2008, $30.8 million in 2009 and $35.8 million in Fiscal 2010.  Of note, these annual sums would include approximately $2.9 million to allow the offices of each of the five district attorneys to hire additional dedicated personnel to investigate and prosecute child abuse cases.  In those boroughs that have Safe Horizon-operated CACs, these additional prosecutorial resources would allow the DA offices to provided staffing during expanded hours of operation (see Child Advocacy Centers Initiative on page 15).

Office of Food Policy

The Council proposes to allocate $260,000 in Fiscal 2007 and the outyears to create and staff an Office of Food Policy.  With the mandate to achieve specific goals, the New York City Office of Food Policy will bring together government agencies, advocates, policy experts, health care providers, farmers and other stakeholders to develop and oversee implementation of initiatives to fight hunger, expand access to nutritious and affordable food in high-need areas, foster economic and community development, and create linkages to locally grown produce.

In order to be effective, the Council proposes that the Office of Food Policy be a permanent structure, situated where it can best coordinate interagency efforts—as an office of the Mayor, much like the Mayor’s Office on Health Insurance Access, or the Mayor’s Office of Immigrant Affairs.  The Council proposes that the work of the Office of Food Policy be steered by the New York City Food Policy Council, an advisory body chaired by the Commissioner of the Department of Health and Mental Hygiene (DOHMH) or his representative, with representatives of other relevant City agencies, food providers (farmers, grocers), food, hunger and nutrition advocates, medical professionals, consumer advocates, labor organizations and other stakeholders as members. 

Hunger and obesity are two symptoms of the same problem—a lack of access to healthy, nutritious food.  With indicators of hunger on the rise, low-income neighborhoods have become a nexus of hunger, obesity, and the health and social problems that attend—like diabetes, heart disease, poor school performance and high job absenteeism.  While the City has undertaken some worthy initiatives—like DOHMH’s work on diabetes, and DOE’s efforts to improve the nutritional content of school meals—the Council finds it has failed to plan and coordinate its efforts to ensure that all New Yorkers—no matter where they live or how much money they make—have access to healthy, nutritious food for themselves and their families.  A New York City Office of Food Policy can ensure that our City’s food production and distribution systems foster equitable food access, nutrition, economic and community development, and environmental health.  Ensuring every New Yorker has access to healthy, nutritious foods will save the City money in the long term, and lay the foundation for a healthier, more successful and productive citizenry in the future.

Expand Use of Food Stamps at Farmers’ Markets 

The Council proposes to allocate $81,200 in Fiscal 2007 to the Council on the Environment of New York City (CENYC) to increase use of food stamps at farmers’ markets.  The Council’s allocation will fund a pilot program at four local farmers’ markets for a comprehensive media outreach campaign; staffing at two markets that will exchange EBT debit for tokens to be used at various stands; purchase of and training for farmers in use of seven wireless EBT terminals for the other two markets; staff for cooking demonstrations and nutrition education; bookkeeping and administrative staff to handle collection and transfer of food stamp revenues; and an end of the season evaluation of the effectiveness of the program.

New York City’s low-income communities have the highest rate of obesity, but unfortunately, the lowest availability of fresh nutritious food.  Working class neighborhoods reportedly have one-third the number of supermarkets of wealthy neighborhoods.  While farmers’ markets could bring low-cost nutritious food to low-income neighborhoods, the lack of public awareness that farmers’ markets accept food stamp benefits, and the difficulty of redeeming food stamp benefits at markets limit their use.  Farmers’ markets foster the link between healthy eating and community development.  The CENYC pilot project is critical to assessing how best to ensure that low-income communities can access the nutritious food provided by farmers’ markets. 

Connecting HHC Patients to Public Benefits Enrollment

The Council proposes a pilot project that would link patients at the City’s 11 public hospitals to community-based organizations (CBOs) that would inform them about and help them apply for any public benefits to which they might be entitled.  The Council proposed this pilot project take place in one Health and Hospitals Corporation (HHC) hospital in every borough.  

Because a significant proportion of the over 2.6 million Medicaid recipients in New York City apply or recertify their applications at the time they seek medical care, HHC’s public hospitals represent a key point of access to educate and enroll low-income New Yorkers in the public benefits for which they might be eligible.  Under the current system, however, many Medicaid recipients never find out about their eligibility for them.  Food stamps, for example, have the same income requirements as Medicaid, yet the number of New Yorkers receiving food stamps less than half—only 42%—of those receiving Medicaid.  Because nearly 700,000 New Yorkers who are eligible for food stamps do not receive them, New York City leaves over $1 billion in federal aid on the table.  The Council finds this a simple way to make government more responsive to the needs of New Yorkers, and to bring in more resources for economic and community development citywide.

Ensuring Food Security Through School Meals Applications
The Council proposes a food security initiative that would allow the Department of Education to refer school meals applicants who request it to food security counselors at community-based organizations (CBOs).  This initiative is modeled after the current school meals application, which provides a similar mechanism by which uninsured New Yorkers are contacted by health insurance counselors.  The primary purpose of the funding would be to expand the capacity of CBOs to handle the anticipated volume of referrals.

More than one in seven New Yorkers—and more than one in five children—now live in homes unable to afford enough food for a healthy diet.  For some children in New York City, the lunch at the school cafeteria is the only complete meal of their day.  A significant majority of New York City public school students—72.8%—qualify for free or reduced-price school lunch.  Because the income requirements are the same as those for food stamps, schoolchildren who receive food stamp benefits are automatically enrolled for free school lunches.  When parents sign children up for school lunch, however, they are not informed of their potential eligibility for food stamps.  The Council finds the school meals application thus an appropriate vehicle to reach households that are struggling to put food on the table.

Wireless Communications for Field Workers in City Agencies

The Council’s hearings on the recent child welfare tragedies helped delineate the problem of field workers in social service agencies that conduct their activities without wireless communication devices. While the concerns were raised specifically regarding ACS’ child welfare field workers, and acknowledging that this issue has been at least partially addressed according to Commissioner Mattingly’s testimony before the Council on March 23, concerns remain. As reported by the Commissioner, 2,000 cell phones have been ordered for ACS staff. All frontline staff in the Division of Child Protection are in the process of receiving a cell phone. According to Mattingly, this includes all child protective specialists, and supervisors and ACS is in conversations with the State about the use of handheld devices. Earlier data show that 1,400 ACS field staff had 669 cell phones and that 500 were recently purchased.

Other city agencies’ field staff such as the Department of Homeless Services and the Human Resources Administration lack this vital equipment. HRA has 1,820 field staff but only 211 cell phones or blackberries. DHS has 1,252 field staff and provides only 2 blackberries and 39 cell phones, but does provide 434 laptops. While all field staff in HRA and DHS may not serve in frontline capacities, the services provided in the field are of critical importance. 

The Council recommends a thorough evaluation of city agencies’ wireless communications needs to ensure that all field workers who need a device have one at their disposal. In addition, follow up needs to be consistent at ACS to be certain that the Commissioner’s plans to equip the field staff are carried out as intended. 

Tax Reform Program

The tax program proposed by the City Council provides tax reductions for both businesses and residents.  It is a package constructed with the good of the City’s economy in mind.  Our business tax cuts are aimed at the small businesses that create so many of the jobs needed by City residents. Our tax cuts for residents, while targeted at the most vulnerable, are done in a way to support and encourage working families.   The Council’s plan addresses the double taxation faced by many small businesses organized as S-Corporations or who file as unincorporated businesses. The Council also calls for investment tax credits for manufacturers and altering relocation tax credits for greater effectiveness. To assist the City’s most vulnerable working families, the Council proposes to double the City’s earned income tax credit and to implement a refundable City child and dependent care credit. 

Table 5: Council Tax Reform Program

	
	Fiscal Year
	
	
	

	($millions)
	2007
	2008
	2009
	2010

	
	
	
	
	

	Small Business Initiative
	
	
	
	

	     Credit for Resident Shareholders of S-Corporations
	 $     (45)
	 $     (45)
	 $     (48)
	 $     (51)

	     Deepening Resident Partner UBT Credit
	 $     (20)
	 $     (20)
	 $     (20)
	 $     (20)

	     Tax Credit for Manufacturing Capital Investment
	 $     (  2)
	 $     (  3)
	 $     ( 5)
	 $     ( 5)

	     Modifying REAP / IBZ Relocation Credit
	 $     (  3)
	 $      ( 3)
	 $     ( 3)
	 $     ( 3)

	Subtotal
	 $   (70)
	 $   (71)
	 $   (76)
	 $   (79)

	
	
	
	
	

	Tax Reductions for the Most Vulnerable
	
	
	
	

	     Increase EITC to 10 percent of Federal Credit
	 $     (62)
	 $     (67)
	 $     (72)
	 $     (77)

	     Child and Dependent Care Credit
	 $     (22)
	 $     (22)
	 $     (24)
	 $     (25)

	Subtotal
	 $   (84)
	 $   (89)
	 $  (96)
	 $  (102)

	
	
	
	
	

	
	
	
	
	

	 Restore Commuter Tax 
	 $   703
	 $   659
	 $   718
	 $   739


Business Tax Reductions

Small Business Tax Reform

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. 

It is different in New York City.  New York City residents who own unincorporated businesses or who are stockholders in S-Corporations that do business in the City face double taxation. First, their businesses pay either the unincorporated business tax (UBT) or the general corporation tax (GCT) on the net earnings of the firm.  These same earnings are passed on to owners and taxed under the City’s personal income tax (PIT).  

The Council has recognized this problem and, starting in 1997, provided a partial credit against the City’s PIT for UBT filers.  This year the Council proposes to reduce further the burden of double taxation on unincorporated businesses and to provide relief to resident shareholders of S-Corporations that pay New York City’s GCT.
· Deepen the UBT Credit: Currently, resident partners and sole proprietors of unincorporated businesses are allowed a nonrefundable credit against their New York City PIT for a portion of their distributive share of unincorporated business tax 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 Council proposes to increase the value of the credit to 80 percent of UBT liability for taxpayers with NYS taxable income of $42,000 or less, decreasing down to 20 percent of liability for taxpayers with taxable income of $142,000 or more.  The credit would reduce the income tax of resident partners and proprietors by $20 million in its first full year.
· Credit for Resident Shareholders of S-Corporations: Under this proposal, resident shareholders of S-Corporations would be able to take a nonrefundable credit against their 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 and ranges from 65 percent of GCT 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. There are 118,000 S-Corporations in New York City.  Most S-Corporations are small businesses.  This credit would reduce the personal income tax of New York City residents who are shareholders in S-Corporations by $45 million in its first full year.

	Table 6: Impact of Business Tax Program on Some Typical Taxpayers

	
	Credit on

	
	PIT

	Type of Filer:
	

	Unincorporated Business Tax
	

	     Doctor with taxable income of $100,000
	$368

	     Architect with taxable income of $50,000
	$284

	S-Corporation Shareholders: Pharmacy
	

	     Shareholder one: married with 2 dependents and TI of $150,000
	$664

	     Shareholder two: single filer with taxable personal income of $40,000
	$1,813

	
	


Manufacturing Incentives 

There is no doubt that manufacturing in New York City exists in a difficult environment; beset with real estate market pressures, high relative costs and global challenges largely outside of the City’s control. Manufacturing employment is in accelerated decline—employment is down 60 percent since 1990, but has dropped by 40 percent in the last five years. While many are resigned to the idea that the decline in manufacturing is inevitable, manufacturing jobs are good jobs that provide stable incomes and career paths for City residents.

The Council proposes a multi-faceted strategy to promote the City’s manufacturing base to encourage investment in equipment and to bring together existing relocation and geographic-based incentives into a cohesive strategy that treats manufacturing firms similarly whether they are new, relocating or expanding at an existing location. 

Tiered Investment Tax Credit

The Council proposes creating a tiered business investment tax credit for manufacturers who purchase equipment.  This credit would offset the City’s unincorporated or corporate tax liability. A basic credit of 10 percent would be made available to all manufacturers purchasing equipment regardless of location. An additional 10 percent credit would be made available to firms expanding in or relocating to an Industrial Business Zone (IBZ). An additional 10 percent credit would be available for the purchase of equipment that results in a reduction in pollution, energy or waste from the industrial process; or increases the use of recycled materials or the ability for products to be recycled. The credit total would be capped at $50,000, and unused credits exceeding tax liability would be rolled forward for up to five years.  A tiered approach would award all manufacturers for making investments but would also advance established policy goals regarding “green” businesses and newly established manufacturing zones.  In the first year of the program, manufacturers will gain $2 million in credits, rising to $5 million in Fiscal 2009.

Modify REAP and IBZ Relocation Credit

The Relocation Employment Assistance Program (REAP) provides a $3,000 per employee credit for manufacturing firms relocating from below 96th Street in Manhattan or from outside the City to the other boroughs.  The Industrial Business Zone program provides a one-time $1,000 per job relocation credit (funded by the City). The Council proposes to expand the scope of REAP by including relocations from areas rezoned for residential use since 2001 as eligible for the credit. This would add such neighborhoods as Long Island City, Greenpoint/Williamsburg and DUMBO as eligible areas to relocate from and assist relocations from areas experiencing heightened residential interest. Additionally, the Council proposes to increase the IBZ credit to the same level as the REAP credit, or $3,000 per employee, and cap the total value of the credit at $200,000 per company. This would allow firms to get a meaningful relocation credit without requiring the property improvements under REAP.  The relocation program will provide manufacturers with $3 million in credits annually.

Tax Reductions for the Most Vulnerable

Child and Dependent Care Credit

The Council proposes a New York City child care and dependent care credit at 10 percent of the State credit.  The child and dependent care credit is intended to offset the cost of child or dependent care for working parents.  The City’s child care credit is modeled after credits already available to Federal and State taxpayers.  A portion of the qualified expenses is credited against personal income tax liability.  Qualified expenses currently range from $3,000 to $6,000 depending on whether one or more children (or dependent) 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, the State credit 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.  Approximately 225,000 City taxpayers qualified for the State child care credit last year.

Like the State program, the City credit is designed as a refundable credit.  The total cost of this program is estimated at $22 million annually.

The example below shows how adding the City credit will enhance support for working families:

Examples:

#1: One child, $15,000 income

#2: Two children, $45,000 income



Expenses= 
$3,000



Expenses=
 $5,000

Federal credit=$1,050



Federal credit= $1,000

State credit= 
$1,155


State credit=
 $1,000

City credit=
$   115


City credit= 
 $   100


Total=

$2,320



Total=

 $2,100

The majority of the benefit from this tax credit will accrue to households with incomes below $50,000.

Expand the Earned Income Tax Credit (EITC)

The Council proposes to raise the City’s EITC credit to 10 percent of the Federal credit. New York City’s EITC was created two years ago at the Council’s initiative.
   As a result, low-income working New Yorkers currently can receive a refundable credit on their City personal income taxes equal to 5 percent of the Federal credit.  The earned income tax credit, 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. It is a tax credit that lifts many working families above the poverty level.

Last year 725,000 families in New York City claimed the credit.  Under the current law a household can receive a refundable credit of between $21 and $227 from the City depending on marital status, the amount of income earned, and the number of children in the household.    If the Council’s proposal were adopted, benefits would range from $42 to $430. 
  

The tax credit accrues to households earning under $36,348.  Over 75 percent of the credit goes to working households with incomes under $20,000. If the Council’s proposal is adopted, City residents could receive up to $6,015 from the combined City, State and Federal Earned Income Tax Credits.  The fiscal impact is estimated to be $62 million in Fiscal 2007.

Reinstate the Commuter Tax 

The City Council seeks the reinstatement of New York City’s earning tax on nonresidents, the commuter tax, at its previous level of 0.45 percent.

Since the State eliminated New York City’s modest commuter tax in 1999, the approximately 800,000 non-resident workers who come to the City each day to earn their living pay no tax to the City on income they earn here. 

These commuters contribute to the City, adding to our workforce and bringing their skills.  But they also add to the costs of running the City.  Police, fire and other emergency services are only one example of costs borne by localities for the benefit, not just of their own residents, but also for the benefit of workers who spend substantial time in the locality.  Residents also pay for countless other services, such as infrastructure (and attendant debt service on those improvements), transportation and economic development, the benefits of which go to residents and commuters alike.  By one estimate, the City spends between 2.2 and 3.8 percent of its budget providing services to commuters. 
 
 SEQ CHAPTER \h \r 1Beginning in 1971 and ending June 30, 1999, nonresidents paid a commuter tax on this income to the City.  The commuter tax was eliminated by an act of the State Legislature and signed into law by Governor Pataki in 1999.  At the time of repeal, the commuter tax rate was under one percent: 0 .45 percent for wage earners and 0.65 percent on self-employment earnings.  Since the tax was repealed, the City has lost more than $3.8 billion in revenue.  Restoring the commuter tax at its old level would provide the City with $703 million in revenue in Fiscal 2007.

Budget Reforms
The New York City Charter envisions a City expense and capital budget that are very different than the budget the Council receives from the Mayor and from which the Council makes its changes in the final budget adoption process.  

The framers of our City’s 1989 Charter envisioned an expense budget in which each agency budget is built using programmatically meaningful U/As, that specify an amount of funds for a particular program, purpose or activity.  In addition, they required these U/A to be accompanied by statements of the objectives to be accomplished by each program, purpose or activity.  Finally, the framers sought to require the Administration to provide the Council with explanations of the impact a proposed level of funding would have on those particular programs.  In this way, the Council and the public could look at a proposed budget and determine what impact the Administration’s proposed levels of funding would have on programs within the various agencies.  The budget debate would then be about priorities, and the Council and the public could monitor spending within the programmatic U/As to ensure that the executive, through its agency heads, was implementing the adopted budget as envisioned.

In the capital budget process, the Charter envisions a long-term planning process for the City’s infrastructure and capital facilities needs done by the City Planning Commission in conjunction with the Office of Management and Budget.  Medium-term and short-term planning to achieve the City’s capital goals are proposed by the Administration and ultimately set by the Council through the annual adoption of the four-year capital program and the capital budget.  Three times a year the executive is required to produce a Capital Commitment Plan, which is not approved by the Council.  These plans are management tools intended to outline agencies’ progress on the capital projects for which they are responsible.  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. In addition, general standards and cost limits for categories of capital projects are required to be provided and are subject to Council approval or modification.  This information is designed to provide the Council and the public with detailed information on every capital project, as well as to give them parameters by which to judge the implementation of projects.  As envisioned by the Charter, the debate on the capital budget would be over the facilities and infrastructure needs and priorities of necessary to achieve the City’s medium and long-range goals and whether various agencies are accomplishing projects in a cost-effective manner.   

Because these reforms were never implemented, the City continues to have a budget and budget process that is virtually identical to the one criticized by the 1989 Charter Revision Commission.
 U/As in the expense budget do not reflect funding for specific agency programs.  In some agencies, virtually all personal services funding for all agency activities are contained in a single U/A.  Indeed, in many agencies it is virtually impossible to determine funding for even the most basic agency programs and activities. The descriptions of the programmatic objectives are nothing more than lists of programs – and often not even complete lists – failing to provide the Council with the additional required information.  As a direct result of this, it is difficult, if not impossible, to determine how an increase or decrease in funding in a particular U/A will affect one or more specific programs or agency activities.

In the capital budget, the lack of Charter-mandated specificity and information results in the inability to understand what projects are being pursued, during what time-frame and at what cost to the public.  In 1999, for example, a $15 million Office of Emergency Management project resulting in a 46,000 square foot "bunker" went forward even though it did not appear in the capital budget.  Without relevant information regarding capital funding of the project, there was no discussion concerning the appropriateness of constructing this "bunker" on the 23rd floor of the World Trade Center.

The failure of the City’s budget to conform to Charter requirements has two results: First, the Council, which is charged by the Charter to determine spending priorities for the City in an adopted budget, cannot effectively perform this function because it lacks the ability to understand what impact a particular increase or decrease in a U/A in the expense budget will have on various programs or what impact an increase or decrease in a capital appropriation will have on a specific project or group of projects.  Second, this has led to a situation where rather than focus on budgetary policy and priorities, the Council has too often been forced into the role of being a partner in what has come to be known as the “budget dance.”  And the Council has not been the partner who leads the dance. In this role the Council’s energies are focused on repeatedly restoring cuts made by the executive.

Ending The Dance

Understandably, any executive – even one with the best intentions –  would prefer a budget process in which it could control both priorities and spending without significant interference from a legislature or the public.  And a legislature that cannot determine what impacts its budgetary actions would have on agency priorities is necessarily forced into a position of attempting to avoid doing harm that could result from cutting appropriations that might undermine essential services, and instead adding funding to those services it can identify that need to be strengthened. The executive is happy to allow these circumstances to force the legislature to keep its energies focused on a relatively small group of programs and projects.  Indeed, to perpetuate this, the executive will even cut programs and projects it intends to keep, knowing that the legislature will focus its energies on restoring them.  This repetition year after year of cuts in necessary and desirable programs by the Administration followed by restorations by the Council is the “budget dance.”

The Council is not taking the position that spending on all programs must be maintained forever.  However, the discussion over whether or not to base-line a program should be based upon the following criterion:  (1) does the program fill a need that should be addressed by government? (2) is the program effective?; (3) is there a different program and approach that will work better?;  (4) has the program already served its purpose?; (5) given the City’s financial situation and the array of competing priorities can we still afford the program?; and (6) at what level? If both sides of City Hall agree that a program is effective in meeting important needs that should be met by government, then, unless the City is in economic circumstances that would make it difficult to baseline any new spending, the Administration should not routinely propose to cut these programs during the budget process.  

· Over the last several years, the budget dance has resulted in repeated proposed cuts and restorations to programs that under these criteria should not be the subject of the negotiation process.  A few such examples of proposed Executive Budget cuts that Council Finance believes were merely intended to perpetuate the “dance” follow:

· Annual proposed reduction of Library funding that would reduce services to 3 and 4 days per week - levels only seen in recent history during the recession of the early 1990s and following the September 11th terrorist attacks – followed by annual Council restorations;

· Proposed elimination of the Peter F. Vallone Scholarship on which 10,000 students rely annually and which CUNY considers a budgetary priority, which has been cut and restored every year since its inception in 1998; 

· Proposed elimination each year of funding for discharge planning and post-release substance abuse, housing and employment services within the Department of Correction which the Mayor praises and the Commissioner refers to as essential;

· Proposed annual elimination of funding for 1500 to 2000 day care slots each year in a City with a shortfall of over 30,000 slots followed by annual restoration of the funding; and 

· Proposed elimination each year of cancer funding, infant mortality funding and HIV/AIDs prevention funding in the Department of Health even though the Health Commissioner appears before the Council and testifies to the pressing need for these programs to continue.    

Focusing energy and debate on restoring programs such as these that both sides of City Hall and the public agree serve important needs is unproductive and wasteful.  Such Council-initiated programs should be base-lined just like any other agency program.   

The Council hereby requests, pursuant to its general and budgetary oversight powers enumerated in sections 29 and 253 of the Charter, that for each Council-initiated program contained in the adopted Fiscal 2006 budget that does not appear (or that appears at a lower level of funding) in the Fiscal 2007 Executive Budget, the agency head with jurisdiction over the program report to the Council during the agency’s Executive Budget hearing, the Administration’s philosophical problems or concerns with continuing the program or any and all programmatic problems or concerns.    

Expense Budget Reforms

Programmatic Units of Appropriation 

Units of appropriation (or “U/As”) are the building blocks of the City’ s expense budget. The Charter requires U/As to be limited, each one relating to a specific program or agency activity.  Administration practice has failed to comply with this requirement.  As a result, U/As are often so broad as to be virtually meaningless, and in some cases most of an agency’s programs are contained within one or a small number of U/As.  This practice not only violates the Charter requirements, but undermines the Council’s ability to set and maintain budget priorities, inhibits meaningful oversight of agency budgets by the Council and the public thereby undermining agency accountability, and allows the executive branch to avoid legally required checks on its spending practices.   

Under the Charter, each U/A is to encompass only the amount “for a particular program, purpose, activity or institution.”  In fact, under the 1989 Charter Revision, provisions were added to the budget chapters of the Charter to ensure that the U/As and accompanying information would allow the Council to act upon proposed budgets on a programmatic level as well as to permit both the Council and the public to monitor and review adopted budgets on such a programmatic level.  To accomplish this, the Executive Budget is required to contain “a statement of the impact of the proposed U/As on the level of services to be provided” and “each proposed unit of appropriation is required to be accompanied by a statement of the programmatic objectives of the program, purpose, activity or institution involved.”  (Charter §§ 100(b) and (d)).

Moreover, the Charter contains safeguards against the executive creating overly broad U/As.  Only upon adoption of a resolution by the Council can a single U/A “represent the amount requested for more than one particular program, purpose, activity or institution.”  That resolution would have to include “a statement of the programmatic objectives of each program, purpose, activity or institution to be included in such a single U/A and be included as an appendix to any preliminary budget, executive budget or adopted budget to which they apply.”   

In spite of these requirements, the budgets of many agencies lump virtually all of their programs into a single U/A. These U/As have never been accompanied in the Executive Budget by a statement of their proposed impact on service levels of particular programs or activities. For example, the Department of Correction (DOC) has only one U/A for all of its Personal Services (PS) funds associated with agency operations.  Funds totaling almost $700 million are proposed for this single U/A to support more than 10,000 DOC staff working in various jails, borough-based court pens, hospital wards, the agency's training academy and several other units.  Individual U/As should be created to allow for greater scrutiny of the Department's PS expenditures for each of these broad operations areas. In another example, in the Administration for Children’s Services $2.15 billion Fiscal 2007 Preliminary Budget, over half of the entire amount ($1.18 billion) is contained in one U/A (U/A 006 – Child Welfare). This Other Than Personal Services U/A contains the funding for virtually every child welfare service provided by ACS, including foster care, preventive services, protective services, adoption services, adoption subsidy payments and special education payments made for foster children.  It thus makes it difficult for the Council or the public to oversee ACS child welfare spending in these critical areas. Individual U/As should be created to allow for greater scrutiny of ACSs child welfare expenditures for each of these broad service areas. To the best of Council Finance’s knowledge, no Council since the adoption of the 1989 Charter has ever adopted a resolution allowing for the combination of more than one particular program, purpose, activity or institution into a single U/A.  Thus, all of these broad U/As appear to violate the Charter requirements.

An additional consequence of the failure of the Administration to comply with the Charter requirements concerning programmatic U/A is the ability this affords the Administration to move money between programs without Council input or authorization.  If each U/A represented the amount for a particular program, as the Charter requires, then an agency head would have to come to the Council through the budget modification process in order to use money appropriated for one program for another program.  However, if all of an agency’s programs are contained in one or a handful of U/As, agency heads can transfer money between programs without going through the Charter-required budget modification process.

The City has created new U/As in the past.  A few years ago, as the Council and others pushed for transparency in the Department of Education’s (DOE’s) budget, the number of U/As grew from 23 to 34.  The new U/A’s further separated DOE’s budget into instructional, administrative and special education functional areas.  The Council proposes a review of all U/As and the limiting of U/As to a single program or purpose as envisioned by the Charter, unless the Council acts by resolution to allow the Administration to do otherwise.  

Provide Adequate Statements Of Programmatic Objectives

Charter section 100 (d) requires the preliminary and executive budget to accompany each U/A with “a statement of the programmatic objectives of the program, purpose, activity or institution involved.”  This requirement was added by the 1989 Charter Revision and was intended to provide the Council and public with a greater understanding of each agency program or initiative. However, just as the U/As are broader than permitted under the Charter, the descriptions of programmatic objectives are in reality just a list of the programs or activities contained within the U/A, each of which should be a different U/A with its own accompanying statement.  Thus, as implemented by the executive branch, the statements of programmatic objectives offer no additional information to the Council about the programs funded by an appropriation.

Provide  Statements Of Impacts On Services

Charter section 100(b) requires the Mayor to include in the Executive expense budget “a statement of the impact of the proposed U/As on the level of services to be provided…” This requirement added to the budget process by the 1989 Charter Revision Commission is intended to provide the Council and public with reporting on how proposed changes in funding levels in the U/As proposed in the Executive Budget will impact the agency programs and services provided.  This requirement should have been enormously helpful to the Council in judging the impact of proposed cost savings as well as determining appropriate levels of funding.  To the best of Council Finance’s knowledge, such statements have never been provided.   

Reform Of The Capital Budget Process

Similar to the expense budget, the lack of specificity, failure to provide required information, and continued reappropriation of unused balances in the Capital Budget give the Administration the ability to make changes in capital spending beyond that which the Charter intended.  This unfettered flexibility comes at the expense of the Council’s ability to effectively fulfill its budgetary responsibilities including the setting of capital budget priorities and oversight of the capital budget. 

Reign in Large Available Balances

Large available balances in the capital budget enable the Administration to circumvent the City Council when modifying the capital plan.  Each year, the Administration asks the City Council to reappropriate billions of dollars of existing funds and new appropriations to fund the capital plan.   The failure by the Administration to supply much detail on capital projects, as well as information required by the Charter for the Council to assess the agencies’ progress on capital projects (see below), makes it exceedingly difficult for the Council to determine the extent to which proposals for additional appropriations and re-appropriations are reasonable.  The Council cannot be expected to continue to approve  appropriations that go virtually unaccounted for in the budget.  This practice may prove to be sensible for specific projects, but it cannot be argued that across the entire capital budget, these appropriation levels are reasonable.

In general, each agency’s planned “commitments” are substantially lower than the appropriations adopted for that agency’s projects in the capital budget, and substantially higher than the amount each agency will actually undertake in capital commitments.

Thus, analyzing the difference between certain agencies’ planned commitments (as identified in the Commitment Plan) and what that agency will actually commit for capital projects in a given year offers a partial view of the excess available balance issue (partial because appropriation levels are even greater).  The City’s Department of Transportation had planned commitments of approximately $1.1 billion in Fiscal 2003 and actually committed close to $630 million. In the current fiscal year, the Mayor requested, and the Council adopted, appropriations for DOT that were substantially higher even than the level of planned commitments. 

The Council proposes that the Administration review each reappropriation so that only necessary reappropriations are recommended to the Council in the Executive Budget and to more closely align planned and actual commitments in order to reign in excessive available balances. 

End Vague Project Descriptions and Lack of Specificity

The Executive Capital Budget, adopted by the Council with its changes, generally lacks the specificity and much of the information that it is required to contain.  The Executive Capital Budget is required to set forth each capital project separately.  While the Charter’s definition of “capital project” allows for some flexibility, provisions calling for descriptions of each capital project, each project’s location and the estimated dates of completion for each phase of each project, indicate that a capital project should be a discreet project such as the construction of a facility – not an amalgamation of different or disparate projects.

Many capital budget lines provided by the Administration are so general in nature that it is feasible that they could contain projects as disparate as heating system replacement and sidewalk repair.  For example, in the Department for the Aging’s capital budget, virtually all projects are lumped under one budget line with the description “Acquisition, construction, reconstruction and improvements, including furnishings and equipment to property used by the Department for the Aging.”  Specific projects are not listed (or even the number of contemplated projects) anywhere in the Mayor’s Executive Budget, no locations are provided and no timetables are given.  Only in the Commitment Plan are specific projects listed, cost estimates provided and work schedules set forth.  However, the Commitment Plans are not adopted by the Council and can be changed at will by the Administration.  This makes it exceedingly difficult for the Council to cut agency capital funding as there is no way of knowing which specific projects might be affected. Plus, it gives agencies additional flexibility to undertake projects they wish to pursue, and delay or forego projects they may not wish to pursue.

Agencies fail to provide the Council with significant additional information required by the Charter that could assist the Council in monitoring and evaluating proposed and ongoing projects.  The Council calls on the Administration to submit an Executive Budget that more specifically identifies projects and sets forth timetables for the completion of all phases of each project.

Provide Other Required Capital Project Information

The City Charter requires that the Administration provide to the Council information on capital projects enabling the Council to assess the appropriateness of proposed projects, evaluate the projects in comparison to other similar projects, and monitor their progress.  The Council ’s ability to properly oversee the Capital Budget is seriously hampered because this information is not supplied.

The Mayor is required to submit to the City Council for review “general standards and cost limits for categories of capital projects and standards for the preparation of the scope of project for capital projects of various types” (Charter § 221).  These standards and cost limits are intended to provide some uniformity or guideposts by which to judge various types of proposed capital projects.  To the Council’s knowledge this is not done. In addition, the Commitment Plan released with the Executive Budget is required to provide, to the extent practicable, the information required in a scope of project for each new capital project proposed to be added to the budget.  This would include information on programs to be conducted at facilities, on space and fees for architectural, design and other consultants.  Such information that would enable the Council to evaluate proposed projects and funding levels is rarely, if ever, provided in the Commitment Plan.

Additional information that should be provided to the Council in the Commitment Plans includes revised schedules for capital projects whenever the schedule provided for a project in the Capital Budget changes and “clear explanations” for any delays.  Since project schedules are not provided in the Capital Budget, neither revised schedules, nor explanations for delays are provided in the Commitment Plans. Scopes of projects prepared by the agency and approved by the Mayor for each capital project are supposed to be submitted to the respective Council Committee, as are proposed designs and final designs for projects.  This information is also not made available.

The Council calls for all information required by the City Charter to be provided with respect to all capital projects and categories of capital projects.

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.  Below is a listing of baseline restorations for Fiscal 2007. 

Table 7: Fiscal Year 2007 Baseline Restorations

	AGENCY NAME/PROGRAM
	Total

	(in thousands)
	Priorities

	LIBRARIES
	$40,775 

	   Operating Subsidy
	$40,507 

	   NYPL - Research 
	$268 

	CULTURAL AFFAIRS
	$21,039 

	   Cultural Institution Groups (CIGs)   
	$14,160 

	   Cultural Programs
	$4,009 

	   American Ballet Theater
	$335 

	   Bronx Council on the Arts
	$503 

	   Security
	$2,000 

	   Tribeca Film Institute
	$32 

	EDUCATION
	$26,104 

	   Teacher's Choice
	$17,696 

	   Worker Education Training Programs
	$2,584 

	   Urban Advantage-Science Education
	$2,500 

	   Social Studies Initiative
	$250 

	   Attendance Improvement/Dropout Prevention (AIDP)
	$1,340 

	   Principal Leadership Institute 
	$130 

	   Computers for Youth
	$250 

	   National Foundation for Teaching Entrepreneurship
	$510 

	   One-to-One in Ten   
	$11 

	   Center for Education Innovation - Public Education Assoc.
	$233 

	   The Young Women's Leadership Foundation
	$400 

	   Peter Vallone Scholarship (FIT)
	$200 

	CUNY
	$52,693 

	   Community Colleges
	$16,843 

	   Workforce Development Initiative
	$18,000 

	   Peter Vallone Scholarship
	$11,165 

	   Other Programs-Misc.
	$904 

	   Dominican Studies Institute
	$470 

	   Puerto Rican Studies Institute
	$469 

	   Immigration Center 
	$335 

	   Black Male Empowerment Initiative
	$2,000 

	   CUNY Satellite program in Rockaway
	$24 

	   University Center for Worker Education
	$250 

	   Fire Service Fellowship/Diversity Recruitment Program
	$1,533 

	   CUNY Prep
	$700 

	DEPARTMENT OF SMALL BUSINESS SERVICES
	$4,475 

	   Commercial Revitalization
	$914 

	   Economic Development/Business Incubation
	$346 

	   Garment Industrial Development Corp
	$336 

	   Educational Opportunity Centers
	$335 

	   NYC and Company
	$245 

	   MWBE Staff 
	$100 

	   New York Industrial Retention Network
	$92 

	   Small Business and Job Development
	$84 

	   Industrial Retention
	$2,000 

	   NY Software Education Foundation
	$23 

	PARKS AND RECREATION
	$11,744 

	   Seasonal Workers
	$7,286 

	   Tree Pruning
	$2,092 

	   Parks Enforcement Patrol (PEP) Officers
	$2,000 

	   Stump Removal
	$366 

	SANITATION
	$2,300 

	   Council's Supplemental Basket Collection 
	$2,300 

	TAXI AND LIMOUSINE COMMISSION
	$1,302 

	   Disabled Taxis
	$1,302 

	HEALTH
	$28,160 

	   Child Health Clinics
	$6,000 

	   Infant Mortality
	$4,800 

	   Summer School Nurses
	$2,525 

	   HIV AIDS
	$3,400 

	   Outpatient Medication Program
	$2,370 

	   Emergency Preparedness Programs
	$2,388 

	   Asian American Hepatitis B Project
	$1,725 

	   Hepatitis C
	$480 

	   Injection Drug Users Health Alliance (IDUHA)
	$1,096 

	   Cancer Initiatives
	$1,229 

	   Family Planning
	$368 

	   Asthma Control Program
	$545 

	   Consolidation of TB Clinics
	$279 

	   NYU Dental Van 
	$268 

	   HHC HIV/AIDS Counseling
	$207 

	   Community Healthcare Network
	$160 

	   Callen Lorde Health Center
	$320 

	HEALTH AND HOSPITALS CORPORATION
	$4,000 

	   Translation Services
	$1,000 

	   Rapid HIV Testing
	$3,000 

	MENTAL HEALTH
	$13,844 

	   HHC MH/Substance Abuse Programs
	$3,285 

	   HHC Mental Health/Hygiene Programs
	$2,622 

	   Geriatric Mental Health Services
	$1,000 

	   Mental Health Contracts
	$1,755 

	   Children Under Five Initiative
	$1,187 

	   Alcoholism/Substance Abuse -Voluntary Sector
	$1,164 

	   Mental Retardation 
	$839 

	   Mental Health -  Voluntary Sector 
	$958 

	   Crystal Methamphetamine Program
	$670 

	   HHC/Hospital Based Mental Health
	$364 

	SOCIAL SERVICES/HRA
	$4,867 

	   Unemployment/SSI Program
	$2,500 

	   Food Pantries
	$1,500 

	   NYC Managed Care Consumer Assistance Prog.
	$668 

	   Neighborhood Support Services Initiative
	$199 

	AGING
	$13,589 

	   City Council Discretionary Funds
	$5,547 

	   Medicare Rights Center
	$300 

	   Naturally Occurring Retirement Communities (NORCs)
	$1,500 

	   Services to Nazi Victims
	$350 

	   Transportation - Operating Costs
	$4,000 

	   Safe Streets/Safe City Program
	$1,000 

	   Project Handyman
	$142 

	   Citymeals on Wheels
	$600 

	   Alzheimer Association
	$150 

	YOUTH
	$50,272 

	   Summer Jobs (SYEP)
	$9,383 

	   Beacons
	$4,000 

	   After -Three Corporation
	$2,500 

	   Discretionary Funds-City Council
	$7,739 

	   Youth and Community Development Programs-Various
	$5,214 

	   Urban Adventure - CASA
	$6,400 

	   Immigrant Initiative
	$9,250 

	   Shelter Beds for At Risk/LGBT Youth
	$1,200 

	   Neighborhood Youth Alliance/Street Outreach
	$1,311 

	   Drug Prevention/Runaway&Homeless Youth
	$761 

	   Helping Involve Parents in Schools Project (HIP Schools)
	$1,021 

	    Domestive Violence Initiatives
	$335 

	   Youthlink
	$102 

	   Security-Private Schools
	$337 

	   After school Program-Homeless Youth
	$21 

	   City Year New York
	$198 

	   Food Pantries
	$500 

	HOMELESS
	$1,184 

	   Adult Rental Assistance Program
	$900 

	   Housing Study
	$84 

	   Project Renewal
	$200 

	ADMINISTRATION FOR CHILDREN SERVICES
	$11,200 

	   Day Care Expansion
	$10,000 

	   CONNECT
	$1,200 

	HOUSING 
	$4,850 

	   Legal Services 
	$2,500 

	   Community Consultants
	$1,030 

	   Neighborhood Preservation Consultants
	$770 

	   Citywide Task Force on Housing Court
	$350 

	   Landlord Training contract reduction
	$200 

	CORRECTION
	$1,438 

	   Discharge Planning
	$1,388 

	   WomenCare
	$50 

	PROBATION
	$40 

	   HOPE Program
	$40 

	BOARD OF CORRECTION
	$96 

	   PS Staff
	$96 

	JUVENILE JUSTICE
	$779 

	   Discharge Planning
	$779 

	CCRB
	$1,038 

	   Investigator Positions
	$1,038 

	POLICE
	$1,370 

	   School Crossing Guards
	$1,370 

	MISCELLANEOUS
	$30,576 

	   Legal Aid - Criminal Defense Division
	$6,326 

	   Domestic Violence and Empowerment (DoVE) Initiative
	$4,000 

	   Alternatives to Incarceration (ATI's)
	$5,795 

	   Neighborhood Defender Service (NDS)
	$3,000 

	   Office of the Appellate Defender (OAD)
	$2,250 

	   Legal Aid - Citywide Civil Legal Services
	$1,375 

	   LSNY – Citywide Civil Legal Services
	$1,375 

	   Legal Services for Domestic Violence Victims
	$950 

	   Earned Income Tax Credit Legal Assistance
	$765 

	   Keeping Families Together
	$500 

	   Child Advocacy Centers
	$500 

	   Immigrant Battered Women's Initiative
	$484 

	   Legal Services for the Working Poor
	$1,296 

	   Initiative to Address Sexual Assault
	$385 

	   Center for Court Innovation
	$508 

	   Legal Information for Families (LIFT)
	$500 

	   Technology & Learning Initiative
	$500 

	   Language Access Resource Center
	$67 

	BOROUGH PRESIDENTS
	$3,492 

	   PS/OTPS 
	$3,492 

	PUBLIC ADVOCATE
	$961 

	   PS/OTPS 
	$961 

	DISTRICT ATTORNEYS
	$4,180 

	  PS/OTPS
	$4,180 

	CITY PLANNING
	$469 

	   Zoning Reforms
	$469 

	EQUAL EMPL. PRACTICES COMMISSION
	$97 

	   Audit and Evaluation Staff
	$97 

	BUILDINGS
	$670 

	   Inspectors
	$670 

	TRANSPORTATION
	$125 

	   Ferry Service Subsidy
	$125 

	GRAND TOTAL
	$337,729 


� On April 5th, the Council passed budget modifications MN-5 and MN-6 that funded a new need at HHC by reducing the Budget Stabilization Account balance by $578 million. This reduces the surplus roll projected for Fiscal 2007. This shortfall will need to be addressed in the upcoming Executive Budget.


� Income tax withholdings roughly reflect the wages paid to City residents and the data here are corrected for changes in tax policy over the course of the year.


� IDGNYC “March Market Overview.”


� Unincorporated businesses are owned either by sole proprietors or by partnerships. These include entities such as limited liability partnerships (LLP) and limited liability companies (LLC).  They are sometimes called subchapter K entities after the part of the IRS code that regulates them. 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 required State legislation, as will the Council’s current proposal to increase the EITC.


� These are tax year 2006 levels. For tax year 2005 the Federal credit is slightly lower so that the City credit ranges from $20 to $215 under current law.


� Howard Chernick and Olesya Tkacheva, “The Commuter Tax and the Fiscal Cost of Commuters in New York City”, � HYPERLINK "http://www.rockinst.org/nysner/data/NYSNER_2001_NYC_commuter_cost.doc" ��http://www.rockinst.org/nysner/data/NYSNER_2001_NYC_commuter_cost.doc�








� Over the last few years, the Council has begun the process of trying to address these issues.  Recent Preliminary Budget Responses have requested that the Administration work with the Council to reform the U/A structure of the expense budget as well as the Capital budget process.  The Council adopted Local Law No. 24 of 2003 requiring the Administration to provide certain information with regard to all school capital projects funded in the City’s capital budget.  The Council has held hearings on legislation that would require the Administration to provide the Council with Financial Management System screens used to track and monitor all capital projects, which has resulted in more information being made available by the Administration. 
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