T H E  C O U N C I L
REPORT OF THE COMMITTEE ON FINANCE

RESOLUTION APPROVING A MODIFICATION  PURSUANT TO SECTION 107(E) OF THE CHARTER OF THE CITY OF NEW YORK

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

R E P O R T



Introduction.  At the meeting of the Committee on Finance of the City Council on December 15th, 2004, the Council received a communication, from the Office of Management and Budget of the Mayor, dated December 14th, 2004, of a proposed request to modify, pursuant to Section 107(e) of the Charter of the City of New York, the Fiscal 2005 Expense Budget, and the revenue estimate related thereto prepared by the Mayor as of June 24, 2004, pursuant to Section 1515(a) of the Charter.


Analysis.  The Council annually adopts the City's budget covering expenditures pursuant to Section 254 of the Charter.  On June 24, 2004, the Council adopted the expense budget for fiscal year 2005 (the "Fiscal 2005 Expense Budget").  On June 24, 2004, the Mayor submitted to the Council a revenue estimate related to the Fiscal 2005 Expense Budget. Circumstances have changed since the Council adopted the Fiscal 2005 Expense Budget. 

Section 107(e) provides one mechanism for the Mayor and the Council to amend the expense budget and related revenue estimate to reflect changes in circumstances that occur after adoption of a budget.  Section 107(e) permits the modification of the budget in order to create new units of appropriation, to appropriate new revenues from any source other than categorical federal, state and private funding or to use previously unappropriated funds received from any source.

Discussion of Above-captioned Resolution.  The above-captioned resolution would authorize the modifications to the Fiscal 2005 Expense Budget and related revenue estimate requested in the Communication.

This modification (MN-2) seeks to increase revenues in the net amount of  $553,565,268 for Fiscal 2005.The source of the increases includes an additional $800.3 million in tax revenue, an increase in miscellaneous revenue sources of $153.3 million, and decreases in anticipated State aid of $400 million. 

The increase in tax revenue is a result of the combination of strong collections of real estate related tax revenue sources, as well as personal income tax and bank tax collections exceeding expectations. Also included is additional sales tax revenue as the result of the delay in the restoration of the exemption of clothing purchases less than $110 until the end of May 2005.

Miscellaneous revenue increases include $27 million in additional net interest income resulting primarily from increased cash balances, a reimbursement of the $119.7 million the City committed to fund the Municipal Assistance Corporation 1st quarter retention requirement and $6.7 million in additional tobacco settlement revenue.

This revenue modification uses the increases in revenue outlined above to provide for an increase of $354 million to the Budget Stabilization Account (“BSA”) in the Fiscal 2005 debt service budget, bringing the balance of the account to $574 million. The Fiscal 2005 BSA balance is used to prepay a portion of Fiscal 2006 long term-debt service and other permissible prepayments in Fiscal 2006. Additionally, $119.7 million is allocated to fund the Fiscal 2005 first quarter Municipal Assistance Corporation debt service retention requirement. The remaining $79.8 million will be allocated to the General Reserve within the miscellaneous expense budget.

The resolution would also direct the City Clerk to forward a certified copy thereof to the Mayor and the Comptroller so that Mayor, the Comptroller and the City Clerk may certify the Fiscal 2005 Expense Budget as amended thereby as the budget for the remainder of the fiscal year.  The above-captioned resolution would take effect as of the date adopted.    

	Exhibit B
	

	Statement of Changes in Revenues

	By Revenue Source

	 
	Revenue
	 
	 
	 

	Category
	Source
	 
	 
	Amount

	20 - Taxes
	00001
	Real Property Tax 1st Quarter
	 
	21,572,000

	 
	00002
	Real Property Tax 2nd Quarter
	 
	2,783,000

	 
	00003
	Real Property Tax 3rd Quarter
	 
	19,665,000

	 
	00004
	Real Property Tax 4th Quarter
	 
	2,680,000

	 
	00021
	Refunds
	 
	30,000,000

	 
	00026
	STAR Aid - Property Tax
	 
	3,300,000

	 
	00033
	Penalty & Interest - Prior Year
	 
	7,000,000

	 
	00034
	Lien Sale
	 
	(20,000,000)

	 
	00049
	Prior Year Collecftions
	 
	10,000,000

	 
	00050
	Sales
	 
	144,000,000

	 
	00077
	Mortgage Recording tax
	 
	234,000,000

	 
	00090
	PIT Gross TFA Debt
	 
	29,451,000

	 
	00090
	PIT Gross
	 
	54,000,000

	 
	00091
	PIT Refunds
	 
	13,000,000

	 
	00093
	GCT Gross
	 
	(55,000,000)

	 
	00094
	GCT Refunds
	 
	6,000,000

	 
	00095
	BCT Gross
	 
	85,000,000

	 
	00096
	BCT Refunds
	 
	34,000,000

	 
	00099
	UBT Gross
	 
	6,500,000

	 
	00102
	Waiver
	 
	2,300,000

	 
	00103
	Utility Tax
	 
	18,000,000

	 
	00112
	Hotel Tax
	 
	15,000,000

	 
	00122
	Real Property Transfer
	 
	122,000,000

	 
	00135
	Tax Audit Revenue
	 
	15,000,000

	 
	 
	 
	Tax Revenue Adjustments
	$800,251,000

	Category
	Revenue
	 
	 
	Amount

	24 - Miscellaneous
	Source
	 
	 
	 

	 
	00846
	Tobacco Settlement Revenue
	 
	6,647,268

	 
	00859
	MAC 1st Quarter Retention
	 
	119,667,000

	 
	 
	 
	 
	 

	29 - Interest Income
	 
	 
	 
	 

	 
	56001
	Interest on Overnight Investments
	 
	28,000,000

	 
	56001
	EFT payments for tax warrents =>$300,000
	 
	1,000,000

	 
	56003
	Interest on Debt Funds
	 
	(2,000,000)

	 
	 
	 
	 
	 

	28 - Unrestricted Aid / Anticipated State & Federal Aid
	 
	 
	 

	 
	99996
	Anticipated State Aid
	 
	(400,000,000)

	
	 
	 

	 
	 
	 
	Miscellaneous Rev. Adjustments
	$153,314,268

	 
	 
	 
	 
	 

	 
	 
	 
	Federal & State Adjustments
	($400,000,000)

	 
	 
	 
	 
	 

	 
	 
	 
	Total Adjustments
	$553,565,268
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