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 NEW YORK CITY CHARTER

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 March 13, 2013, the Council received a communication, from the Office of Management and Budget of the Mayor, dated March 8, 2013, of a proposed request to modify, pursuant to Section 107(e) of the New York City Charter, the Fiscal 2013 Expense Budget, and the revenue estimate related thereto prepared by the Mayor as of June 28th , 2012.

Analysis.  The Council annually adopts the City's budget covering expenditures pursuant to Section 254 of the Charter.  On June 28, 2012, the Council adopted the expense budget for fiscal year 2013 (the "Fiscal 2013 Expense Budget").  On June 28th, 2012, the Mayor submitted to the Council a revenue estimate related to the Fiscal 2013 Expense Budget.  On December 19th,  2012, the Council adopted MN-1 modifying the Fiscal 2013 Expense Budget. Circumstances have changed since the Council last amended the Fiscal 2012 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 2013 Expense Budget and related revenue estimate requested in the Communication.

This modification (MN-3) seeks to decrease revenues in the net amount of $82 million from the Fiscal 2013 Adopted budget.  This represents a decrease in City funds of approximately 0.2 percent
MN-3 is the first revenue modification of Fiscal 2013 and it incorporates changes from the November and January plans.  Its size and composition are within rounding errors of the Finance Division’s expectations based on those plans.
Budget modifications that decrease the revenue budget are unusual; the most recent was MN-4 of Fiscal 2009.  Unlike the Fiscal 2009 budget modification MN-3 is not in response to a weakening of the economy, rather the source of the decrease in revenues is the failure of one of the Fiscal 2013 Adopted budget’s assumptions concerning miscellaneous revenue.

The single largest change in revenues is a reduction of $635 million from the anticipated sale of taxi medallions.  (see Appendix B, miscellaneous revenues, other miscellaneous, taxi medallion.)  This sale is currently subject to litigation. Funds have been delayed from Fiscal 2013 to Fiscal 2014 through Fiscal 2016, with $600 million expected to arrive in Fiscal 2014 according to the January plan. The New York State’s highest court, the Court of Appeals, is scheduled to hear the arguments on this issue on April 24th, 2013. 

The major revenue offset to the losses from taxi medallions come from tax revenues which have been increased by approximately $427 million, or about 1 percent. Three taxes make up the increase.   The financial corporations or banking tax is up $170 million or about 15 percent. This is an extremely volatile and difficult to forecast tax, but this result does seem to reflect that banks had a strong fourth quarter and an excellent 2012.  The real property transfer tax is up $88 million or about 9 percent and the mortgage recording tax is up $57 million also about 9 percent.  Both of these reflect an upswing in real estate transactions.  Audit revenues were also up by $114 million reflecting a large settlement on a general corporation tax audit in November.    

MN-3 will also appropriate $961 million to the budget stabilization account which will be used to prepay debt service.  The Fiscal 2014 expenses that will be prepaid are typically specified in the revenue budget modification that accompanies the Adopted budget.

Since the revenue budget is being reduced resources for these prepayments must come from the expense side of the budget.  It is common to reduce prior year payable in the second half of the fiscal year; MN-3 does so providing $500 million in resources for the budget stabilization account.  MN-2, the expense budget modification, appropriates approximately $336 million to the general reserve.  This is the net result of the various increases and decreases in the budget modification.  The general reserve already contained $300 million, from this total of $636 million; MN-3 takes $543 million.  So put together these $1.043 billion in expense reductions covers the $82 million reduction in revenue and the $961 million appropriated to the budget stabilization account.
The resolution would also direct the City Clerk to forward a certified copy thereof to the Mayor and the Comptroller so that the Mayor, the Comptroller and the City Clerk may certify the Fiscal 2013 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. 

