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The Office of Management and Budget, on March 13, 2017, requested Council approval of modifications of the Fiscal 2017 revenue and expense budgets. The Expense Budget Modification (MN-4) would transfer money among city agencies, as well as between units of appropriation within City agencies. The Revenue Budget Modification (MN-5) would recognize a $770.8 million increase in revenues. The cumulative impact of MN 4 and MN 5 on agency Fiscal 2017 budgets is shown in Table 1. 
	Table 1: Fiscal 2017 MN-4 and MN-5 Changes by Agency

	Agency
	Amount

	Debt Service
	$2,531,058,302 

	Homeless Services
	         100,783,004 

	City University
	            68,250,249 

	Energy Adjustment
	             9,980,919 

	Education
	             9,223,622 

	Transportation
	             8,034,360 

	Parks and Recreation
	             7,822,124 

	Environmental Protection
	             7,522,567 

	Correction
	             6,622,118 

	Info. Tech. & Telecommunications
	             6,284,944 

	Law Department
	             5,642,258 

	Fire Department
	             5,469,959 

	Small Business Services
	             4,480,403 

	Board of Elections
	             3,890,262 

	Citywide Administrative Services
	             2,350,776 

	Administrative Trials and Hearings
	             1,320,136 

	Police
	             1,287,750 

	Financial Info. and Services Agency
	           (1,057,000)

	Probation
	           (1,594,416)

	Aging
	           (1,855,976)

	Health and Mental Hygiene
	           (2,028,036)

	Buildings
	           (2,441,099)

	Youth and Community Development
	           (7,264,758)

	Pension Contributions
	           (9,374,311)

	Human Resources Administration
	         (32,783,805)

	Administration for Children’s Services
	       (104,864,400)

	Prior Year Payables
	       (400,000,000)

	General Reserve
	       (700,000,000)

	Miscellaneous
	       (746,289,231)

	Grand Total
	       $770,831,504 

	Agencies with changes less than +/-$1 million are not displayed.


MN-4 - Expense Modification

The collection of changes included in MN-4 would leave the size of the City’s City-funds budget for Fiscal 2017 unchanged at $59.9 billion. The shifts among and between agencies support a variety of new needs, and other adjustments, some of which are included in the savings plan. The significant changes included in MN-4 are described below:
· Debt Service: MN-4 adds $1.4 billion to pre-pay debt service due in Fiscal 2018.

· General Reserve and Miscellaneous Budget: MN-4 lowers the Capital Stabilization reserve by $500 million and the General Reserve by $690 million.

· Department of Homeless Services: MN-4 increases the budget for family and adult shelters by $71.3 million to match revised, current year spending projections and adds $16.8 million for shelter security improvements.
· City University of New York: MN-4 shifts $60.1 million into CUNY’s budget to fund collectively bargained salary increases for CUNY faculty.

· Administration for Children’s Services: The net change to ACS’ budget results from one-time recognition of $119.6 million in non-City revenue that produces a city funds savings of same amount. 

· Human Resources Administration: Similar to ACS, HRA’s budget for Fiscal 2017 drops by $32.8 million principally due to recognition of non-City revenue. 

· Department of Education: The overall change to DOE’s budget is minor at $9.2 million, but MN-4 includes new needs for technology projects. These include $12.7 million for an upgrade of the Special Education Information System, $15.8 million for broadband conversion and $7.9 million for data center improvements. Savings that offset the new spending include a baseline increase in State aid for career and technical education programs totaling $42.7 million.
MN 5 - Revenue Modification

	MN-5  Summary
	

	TAX AND AUDIT REVENUE CHANGES

	Real Estate
	$171,000,000 

	Sales
	(91,000,000)

	Mortgage Recording
	(24,000,000)

	Personal Income
	(29,000,000)

	Unincorporated Business
	2,000,000 

	Utility
	(14,000,000)

	Hotel
	21,000,000 

	Commercial Rent
	8,000,000 

	Real Property Transfer
	(44,000,000)

	Others
	64,800,000 

	Audit
	300,000,000 

	Tax and Revenue Sub Total
	$364,800,000 

	MISCELLANEOUS
	

	  Licenses, Franchises, Etc.
	$61,945,000 

	  Charges for Services
	5,920,000 

	  Water and Sewage Charges
	6,978,000 

	  Fines and Forfeitures
	17,713,000 

	  Rental Income
	9,785,000 

	  Interest Income
	13,791,000 

	  Other Miscellaneous
	18,108,000 

	Miscellaneous Subtotal
	$134,240,000 

	Unrestricted Categorical Aid
	$56,791,504 

	Disallowances
	$215,000,000 

	Grand Total
	$770,831,504 


The revenue modification MN-5 reflects changes in revenues found in the Fiscal 2018 Preliminary Budget.  It recognizes $770.8 million in revenue and increases the City’s budget by that amount.   It combines the increase in revenues with $400 million in resources from a reduction of Prior Year Payables to appropriate $1.170 billion to the Budget Stabilization Account.

Sources of these new revenues:

· Taxes: Tax revenues increased by $364.8 million. This does not reflect a changing view of the economy. Rather, it reflects two administrative actions – audits and property tax reserves. The $300 million increase in audits reflects collections. Through December 2016, the business taxes alone have produced $526 million in audit revenues. The bulk of this, $322 million, came from a small group of audits of the old bank tax that were completed in December 2016.  The $100 million reduction in real estate tax refunds reflects a takedown of a reserve held for the nonpayment of property tax. This reserve is usually taken down over the course of the year.

· Miscellaneous Revenue: Miscellaneous revenues increased by $134 million. There are a series of relatively small changes across a number of agencies. The single largest change is a $26 million increase in interest income at the Comptroller’s office. This comes from better than expected return on the City’s overnight investment of its cash. The second largest change of $19 million comes from increased tax license revenue.

· Disallowances of Categorical Grants: There is also a one-time $215 million addition in the Revenue Budget from the reduction of a liability set up to cover any disallowances of State and Federal categorical grants. An example of such disallowance is a 2009 settlement with the Federal government in which New York State returned $540 million, $100 million of which was paid back by the City. This reduction of disallowances represents a judgement by OMB and the Comptroller that the risk posed by these categorical grants is no longer great enough to require all of the $1.1 billion liability currently on the City’s balance sheet.

· Unrestricted Categorical Grants: This consists of $56.8 million of prior year Medicaid Reimbursement.  
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