          1

          2  CITY COUNCIL

          3

             CITY OF NEW YORK

          4

             -------------------------------x

          5

             THE TRANSCRIPT OF THE MINUTES

          6

                       of the

          7

             COMMITTEE ON ENVIRONMENTAL

          8  PROTECTION

          9  -------------------------------x

         10

                            January 22, 2001

         11                 Start:  10:20 a.m.

                            Recess: 12:30 p.m.

         12

                            City Hall

         13                 Committee Room

                            New York, New York

         14

         15       B E F O R E:

         16              STANLEY MICHELS

                                           Chairperson,

         17

         18              COUNCIL MEMBERS:   Sheldon Leffler

                                            Victor Robles

         19                                 Helen Marshall

                                            John Sabini

         20                                 Tracy Boyland

                                            Adolpho Carrion

         21                                 Stephen Fiala

         22

         23

         24       LEGAL-EASE COURT REPORTING SERVICES, INC.

                         217 Broadway -  Suite 511

         25              New York, New York 10007

                              (800) 756-3410

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            2

          1

          2  A P P E A R A N C E S

          3

             Joel A. Miele, Sr., P.E.

          4  Commissioner

             NYC Department of Environmental Protection

          5

             Diana Chapin

          6  First Deputy Commissioner

             NYC Department of Environmental Protection

          7

             Bill Kusterbeck

          8  Treasurer

             NYC Water Board

          9

             Frank Ricci

         10  Director of Governmental Affairs

             Rent Stabilization Association

         11

             Michael Lockhart

         12  Chair

             Coalition for Water Bill Justice

         13

             John McCarthy

         14  Community Preservation Corp

         15  Dan Margulies

             Executive Director

         16  Community Housing Improvement Program

         17  Jim Buckley

             Director

         18  University Neighborhood Housing

         19

         20

         21

         22

         23

         24

         25

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            3

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2                 CHAIRPERSON MICHELS: Good morning. I

          3  am Council Member Stanley Michels, and I welcome

          4  everyone to this hearing of the Committee on

          5  Environmental Protection.

          6                 This morning the Committee will

          7  conduct oversight on the New York City Water Board's

          8  multiple family conservation program.

          9                 This program, scheduled to go into

         10  effect later this year, provides owners of

         11  residential buildings with six or more units the

         12  opportunity to receive fixed rate water billing

         13  provided that their buildings have replaced at least

         14  70 percent of the toilet, sink and shower fixtures

         15  with low-flow fixtures.

         16                 This program represents a significant

         17  change in strategy for the City, which embarked in

         18  1986 on a universal water metering program that was

         19  to eliminate flat-rate water billing and establish

         20  Citywide consumption-based water billing. Now, 15

         21  years and at least $175 million later, with the City

         22  almost entirely metered and flat-rate billing fast

         23  disappearing, the City finds itself returning to a

         24  flat rate billing program.

         25                 The intent of this program is to try
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          2  to ease the expected surge in water charges that

          3  landlords of densely populated, high water usage,

          4  low-income buildings may receive under a

          5  consumption-based billing system.

          6                 Fortunately, eligibility for the

          7  multiple family conservation program is based on the

          8  installation of low flow fixtures and periodic water

          9  usage audits to ensure moderate water consumption in

         10  those buildings paying the flat rate.

         11                 This Committee looks forward to

         12  hearing DEP's and the Water Board's rationale for

         13  this new program and particularly how they will

         14  prevent a return to the wasteful water usage

         15  patterns that naturally develop when billing is not

         16  consumption based.

         17                 I have with me, some of my members

         18  are here, and we have the Council Whip, Victor

         19  Robles, from Brooklyn, and Helen Marshall, Council

         20  Member Helen Marshall, Chair of the Higher Education

         21  Committee from Queens is here as well. In time we

         22  will be joined by others.

         23                 Commissioner, you are our first

         24  witnesses, Commissioner Joel Miele. Do you have a

         25  statement?
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          2                 COMMISSIONER MIELE: I have a

          3  statement, Mr. Chairman.

          4                 Good morning, Mr. Chairman, and

          5  members.

          6                 Sitting at the dais with me today, on

          7  my left is my Special Counsel and Chief of Staff,

          8  Charles Sturcken. And to my immediate right is First

          9  Deputy Commissioner Diana Chapin, Dr. Chapin, and on

         10  my far right is Bill Kusterbeck, William Kusterbeck,

         11  who is the Treasury of the New York City Water

         12  Board.

         13                 Thank you for this opportunity to

         14  testifying, concerning the city's program to

         15  encourage conservation and help control water and

         16  sewer costs in multiple family dwellings.

         17                 As I will explain in more depth in a

         18  few minutes, the Multiple Family Conservation

         19  Program allows multi-family buildings with six or

         20  more units to pay predictable, affordable water and

         21  sewer charges on a fixed rate basis, provided they

         22  comply with certain conservation related

         23  requirements. So as not to keep repeating this

         24  program's full title, which is a mouthful, whenever

         25  I refer to this program in this statement I will
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          2  refer to "the Program" I am referring to the

          3  "Multiple Family Conservation Program."

          4                 I believe it is fair to say this

          5  hearing was prompted, in part at least, by a news

          6  account last December of a so-called change in the

          7  City's policy of metering residential properties, to

          8  immediately correct any lingering misunderstanding

          9  among property owners who might have read these news

         10  accounts, let me state very clearly that there has

         11  been no change in City policy regarding metering.

         12  All properties must meter.

         13                 The Committee may take as a sign of

         14  the Giuliani Administration's commitment to metering

         15  residential properties, the fact that unless a

         16  building has a meter in place, the building is not

         17  even eligible for the program that we are here today

         18  to discuss.

         19                 Over ten years ago the City embarked

         20  on a very prudent policy to require residential

         21  properties to monitor their use of a valuable

         22  resource by installing a water meter. That policy

         23  remains in place for a number of reasons, not the

         24  least of those reasons is that metering of

         25  residential buildings has since become a commitment
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          2  in state consent orders.

          3                 The second reason is that building

          4  based on metered consumption benefits many property

          5  owners.

          6                 Finally, and perhaps most

          7  importantly, metering is an essential water

          8  conservation tool that is used by virtually all

          9  large cities to make property owners knowledgeable

         10  of, and responsible for, the use of a valuable

         11  within their properties.

         12                 The need for conservation is the

         13  single most important factor driving the universal

         14  metering program.

         15                 But metering is not the only tool the

         16  City has employed in its effort to reduce demand.

         17  Other conservation tools include:

         18                 - codes that allow only the sale of

         19  plumbing fixtures that are low flow.

         20                 - universal metering.

         21                 - the toilet rebate program.

         22                 - hydrant locks.

         23                 - an aggressive program of using

         24  sonar leak detection equipment to "sound" City

         25  streets for leaky mains.
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          2                 - free water audits.

          3                 - free training for building managers

          4  on the 'how-to's' of water conservation.

          5                 Interestingly, as pointed out in the

          6  current edition of Scientific American, which we

          7  have provided you with this morning, New York City

          8  continues to make great progress in its conservation

          9  efforts.

         10                 Our new program grew out of the

         11  City's experience with the universal metering

         12  program, and these are the water conservation

         13  efforts, including testimony at numerous public

         14  hearings and meetings with housing groups.

         15                 As a result of these experiences it

         16  became apparent that although there should be no

         17  change to the universal metering requirement itself,

         18  some other changes were required.

         19                 First, the City needed to promote

         20  greater water conservation in multi-family

         21  residential buildings.

         22                 We knew that by far the best way to

         23  do this was by making physical improvements to the

         24  plumbing systems in residential buildings. By

         25  improvements I mean both the installation of new,
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          2  low consumption fixtures and better repair and

          3  maintenance of internal plumbing systems. These

          4  physical improvements have been shown to be the most

          5  effective and reliable way to obtain conservation in

          6  multi-family dwelling units.

          7                 Second, the City needed to develop a

          8  single program that would reduce consumption and

          9  mitigate the impact of water and sewer charges on

         10  certain sectors of the housing market, particularly

         11  low-income, high density, rent-regulated buildings.

         12                 At public hearings, owners of low

         13  income, multi-family housing and their

         14  representatives have consistently and persuasively

         15  argued they are economically threatened by the

         16  potential cost of metered water and sewer service.

         17                 These arguments are based on two

         18  factors:

         19                 One, Unlike gas or electric service,

         20  apartments are not individually metered, or

         21  submetered, to use the industry jargon, and housing

         22  laws do not permit the owner to pass on water and

         23  sewer costs to individual tenants. Therefore,

         24  tenants cannot be held responsible for the cost of

         25  their own water use.
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          2                 Second, research suggests that water

          3  use per apartment in low-income buildings can be

          4  well above water use in comparable higher income

          5  dwellings.

          6                 The reason for that is the population

          7  density found generally in apartments and lower

          8  income areas and the existence of older, less

          9  efficient plumbing fixtures in this housing industry

         10  segment.

         11                 The combination of these two factors

         12  has led many owners of multiple family housing to

         13  delay and resist the installation of water meters

         14  and their properties.

         15                 Building owners fear that given the

         16  demographic and infrastructure characteristics of

         17  their buildings, they would no longer be financially

         18  viable if water bills were based on usage.

         19                 Obviously, this resistance affected

         20  the City's realization of additional conservation

         21  benefits that result from metering.

         22                 In consideration of the importance of

         23  maintaining the viability of lower and middle income

         24  housing stock, the Giuliani Administration, and the

         25  Water Board, sought a way to promote the
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          2  installation of water meters and the improvement of

          3  internal building plumbing to promote conservation.

          4                 The Administration and the Board have

          5  consistently extended transition programs, first

          6  developed ten years ago, that allow various types of

          7  buildings to continue to be built at frontage rates

          8  even after they are metered.

          9                 However, these programs needed to be

         10  replaced as they have never been designed to be

         11  permanent, and most importantly, they did not

         12  promote conservation by requiring substantial

         13  physical improvements.

         14                 To replace the transition programs,

         15  DEP staff created the multiple family conservation

         16  program.

         17                 The program's features reflect some

         18  specific design objectives. Conservation-related

         19  requirements, revenue neutrality, meaning the

         20  program should not create a significant variance

         21  from current revenues, nor produce a subsidy for

         22  some class of property owners at the expense of

         23  others, and no significant administrative burdens.

         24                 The main features of the program may

         25  be summarized as follows:
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          2                 The building must be metered. I

          3  repeat that again, since that was a major concern.

          4  The building must be metered. The building must be

          5  six or more units. The choice of six or more units,

          6  mor larger, as a criteria, was based on the fact

          7  that rent control and stabilization laws generally

          8  apply to buildings with six or more units.

          9                 Furthermore, in smaller buildings,

         10  the owner has a greater ability to monitor and

         11  control consumption with metering.

         12                 In at least 70 percent of a

         13  building's fixtures, a building owner must install

         14  low-consumption toilets, showers and faucets.

         15  Clearly, it would be better if landlords changed 100

         16  percent of the fixtures.

         17                 Seventy percent was chosen as the

         18  requirement to take into account the inability of

         19  owners to gain access to all units.

         20                 In addition, in a building with

         21  central laundry rooms, if the owner owns the washing

         22  machines, the owner must replace the washing

         23  machines with low consumption miles.

         24                 Owners must submit to a water audit

         25  and repair any leaks. The program as a whole must be
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          2  revenue neutral so that other classes of buildings,

          3  that is non-multiple family buildings, do not

          4  subsidize the buildings accepted into the program.

          5                 If all criteria are met and a

          6  building is accepted into the program, the property

          7  owner will be charged a fixed annual rate for water

          8  and sewer service of $424 per apartment, at current

          9  rates that translates to 93,000 gallons per

         10  apartment per year, which is about 10 percent

         11  greater than typical consumption in a multi-family

         12  unit, obviously this would raise the rates ten

         13  percent over a typical consumption.

         14                 This rate will track any annual

         15  increases approved by the Water Board in the future.

         16                 The advent of this program will allow

         17  DEP to end in Fiscal Year '04, the transition

         18  programs presently in place for buildings of six or

         19  more units.

         20                 The program offers the following

         21  advantage for the City and building owners.

         22                 It promotes conservation through

         23  physical improvements through internal plumbing

         24  systems.

         25                 It helps control consumption in
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          2  multi-family buildings.

          3                 Water and sewer charges based on

          4  fixed per unit costs, allowing buildings to predict

          5  operating costs.

          6                 The program will mitigate the impact

          7  of metered billing on low-income properties.

          8                 Higher income properties are unlikely

          9  to enroll since research suggests units at higher

         10  income areas are more likely to benefit from

         11  consumption-based charges, and less likely to

         12  benefit from a fixed charge in the amount of $424.

         13                 The program will allow DEP to end the

         14  other transition programs for buildings of six units

         15  or more so that by 2004 all buildings of this size

         16  will either be paying meter charges or enrolled in

         17  this one program.

         18                 To prevent the program from being

         19  abused, and encouraging either wastewater, water

         20  waste or an unfair shift in the cost burden from one

         21  class of customers from another, safeguards have

         22  been built into the program.

         23                 The continuing eligibility of a

         24  building is conditioned on compliance with program

         25  requirements, such as repairing leaks.

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            15

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2                 DEP will monitor consumption and

          3  enforce conservation measures where water use shows

          4  cause for concern, and, remember, since there is a

          5  meter in place, we will read the meters whether we

          6  bill or not, for we will know if there are any

          7  variances in water usage.

          8                 The fixed rate of $424 per unit will

          9  be reevaluated periodically to ensure revenue

         10  neutrality continues, and the program may be

         11  discontinued if it is no longer justified by water

         12  system objectives.

         13                 Implementation of the program will

         14  proceed as follows:

         15                 - Application packages are now

         16  available.

         17                 - Buildings on metered billing can

         18  apply now - the fixed rate will become effective on

         19  1 July of this year, that is next fiscal year.

         20                 - Building owners contemplating

         21  applying for this program should get a meter now if

         22  they don't already have one, start monitoring

         23  consumption and make a decision by December of 2003

         24  as to whether they are best served by fixed or

         25  variable charges.
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          2                 - Property owners must decide on

          3  applying for this plan, or elect metered billing by

          4  December 31st of 2003.

          5                 As of that date, all other

          6  "transition programs" in place now will end.

          7                 - Owners who have not applied for the

          8  program by December 2003 will automatically be

          9  placed on metered billing.

         10                 - finally, as previously announced,

         11  the failure to install meters triggers a 100 percent

         12  surcharge which became effective last July 1.

         13                 Before I close, I want to mention the

         14  programs we have to benefit buildings of six units

         15  or less, which are not eligible for this program.

         16                 When a small property switches from

         17  frontage to metered billing, they may take advantage

         18  of a cap that limits the size of their first metered

         19  bill to 150 percent of their frontage bill.

         20                 Regular bill caps will continue to

         21  apply to small properties, so that water and sewer

         22  bills for single family buildings are limited to

         23  $788, plus an additional $525 for each additional

         24  family unit.

         25                 These billing programs for small
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          2  property owners will remain in place after 2003.

          3                 I thank you for this opportunity to

          4  testify, and I and the staff would be pleased to

          5  answer any questions you might have.

          6                 CHAIRPERSON MICHELS: We are joined by

          7  Council Member Leffler from Queens, Council Member

          8  Marshall from Queens, Council Member Sabini from

          9  Queens. This Committee is dominated by Queens

         10  people. Maybe it is because you are the chair -- or

         11  you are the Commissioner Council Member Carrion from

         12  the Bronx and Council Member Fiala from that great

         13  Borough of Staten Island.

         14                 Is there anybody I missed? No, okay.

         15                 Commissioner, obviously, you are

         16  right, the first time we found out about this

         17  program was when we read the New York Times, there

         18  was an article in the Times about it, and I reacted,

         19  as you probably saw in the article, because I know

         20  the program was basically a program for

         21  conservation, and we were very pleased with the fact

         22  that we were doing metering because we were very

         23  conscious of the fact, and are even more conscious

         24  every year that goes by that we have to do more

         25  conservation and more conservation, and it has been
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          2  working and we have been conserving water under your

          3  regime. We have less and less consumption of water

          4  and less waste of water, we are fixing the leaks,

          5  and all the other programs, the low fixture things.

          6                 So in that sense you are correct. But

          7  let me ask you a question. According to the Section

          8  of 1045-J of the Public Authorities Law, we are

          9  supposed to have a hearing when they do something

         10  like this, the Water Board is supposed to have a

         11  hearing. Was there ever a public hearing held on

         12  "the Program", as you like to refer to it, as

         13  required by this law? Was there a hearing on it?

         14                 COMMISSIONER MIELE: I can answer

         15  that, but it has been pointed out to me, one of the

         16  issues that I should have made was that Diana Chapin

         17  is not only First Deputy Commissioner, but she is

         18  Executive Director of the Water Board, and based

         19  upon that I think Diana would be best appropriate to

         20  answer.

         21                 CHAIRPERSON MICHELS: We always like

         22  to hear from Diana.

         23                 By the way, I knew that also.

         24                 FIRST DEPUTY COMMISSIONER CHAPIN: Hi.

         25  Hi, Mr. Chairman.
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          2                 We did have a public hearing last

          3  year during rate adoption.

          4                 CHAIRPERSON MICHELS: During what?

          5                 FIRST DEPUTY COMMISSIONER CHAPIN: We

          6  did have a public hearing on this issue. All of our

          7  programs of this nature have received -- are part of

          8  a public hearing process, and we did have a public

          9  hearing. It was in April.

         10                 CHAIRPERSON MICHELS: Was there a

         11  notice of it? Where did the notices appear?

         12                 FIRST DEPUTY COMMISSIONER CHAPIN:

         13  What?

         14                 CHAIRPERSON MICHELS: Where did the

         15  notices appear?

         16                 FIRST DEPUTY COMMISSIONER CHAPIN:

         17  Actually each Councilman and each Community Board

         18  receives notice and it is published in newspapers

         19  and --

         20                 CHAIRPERSON MICHELS: Specifically on

         21  this issue? Because I remember nothing about a

         22  hearing.

         23                 FIRST DEPUTY COMMISSIONER CHAPIN:

         24  Yes, it is one of the programs that is called out as

         25  part of the rate adoption.  Obviously when you are
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          2  writing a notice, we have many programs and we do

          3  indicate each of the programs.

          4                 CHAIRPERSON MICHELS: You say the

          5  Council Members were notified of this as well? I

          6  didn't receive anything that I know of.

          7                 FIRST DEPUTY COMMISSIONER CHAPIN: You

          8  should get both a letter and a notice of the

          9  hearing.

         10                 CHAIRPERSON MICHELS: Did any of the

         11  Council members get a notice of this hearing?

         12                 FIRST DEPUTY COMMISSIONER CHAPIN:

         13  Notice of the rate hearing. And a book. You will get

         14  a book.

         15                 COMMISSIONER MIELE: We can provide

         16  you with copies.

         17                 CHAIRPERSON MICHELS: Yes, I would

         18  like to see them. Because I was shocked when it was

         19  run in the newspapers, and most everybody I know was

         20  shocked about it, so I didn't know anything about a

         21  hearing.

         22                 FIRST DEPUTY COMMISSIONER CHAPIN:

         23  There are many issues that do come up with the rate

         24  hearing, many programs.

         25                 CHAIRPERSON MICHELS: The notice did
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          2  say exactly what the programs were going to be all

          3  about and all the details of the programs?

          4                 FIRST DEPUTY COMMISSIONER CHAPIN: It

          5  would be a short description --

          6                 CHAIRPERSON MICHELS: What did it say?

          7  Do you remember?

          8                 FIRST DEPUTY COMMISSIONER CHAPIN:-- A

          9  somewhat more lengthy one in the book.

         10                 Bill is just amplifying, we advanced

         11  it as a program concept which was approved by the

         12  Board last year after the hearing process, and it

         13  will be the subject of public hearing again this

         14  year before it is final.

         15                 CHAIRPERSON MICHELS: There still has

         16  to be a step before you implement it. Another

         17  hearing.

         18                 FIRST DEPUTY COMMISSIONER CHAPIN: It

         19  has been approved in concept and now the details of

         20  the program will be approved.

         21                 CHAIRPERSON MICHELS: I am just

         22  interested if you can get it to me, because I didn't

         23  see it, as to exactly what the notification was.

         24                 FIRST DEPUTY COMMISSIONER CHAPIN:

         25  Sure. Absolutely.
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          2                 CHAIRPERSON MICHELS: Because if I

          3  would have received something, this would have stuck

          4  out like a sore thumb, because you know we have been

          5  asking time and time again about the metering

          6  program, how it has been implemented, do we know

          7  about it, you know, because we are very enthusiastic

          8  about the metering program and how it is

          9  progressing.

         10                 FIRST DEPUTY COMMISSIONER CHAPIN: I

         11  know you are very interested. We actually thought

         12  this was a very favorable program, and an extension

         13  of, continuation of current programs.

         14                 That is the rate book that you do

         15  receive.

         16                 CHAIRPERSON MICHELS: Give it to the

         17  Sergeant-At-Arms.

         18                 FIRST DEPUTY COMMISSIONER CHAPIN: And

         19  the transmittal letter we will give for you also.

         20                 CHAIRPERSON MICHELS: Okay, when is

         21  this subsequent hearing going to be?

         22                 FIRST DEPUTY COMMISSIONER CHAPIN:

         23  When will the new hearing be?

         24                 CHAIRPERSON MICHELS: Yes, you are

         25  going to have a subsequent hearing on this program?
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          2                 FIRST DEPUTY COMMISSIONER CHAPIN: And

          3  that will be with the rate adoption, which would be

          4  usually in April of this year.

          5                 CHAIRPERSON MICHELS: So, if all

          6  things go according to where you want them to go,

          7  when will this be, when will this program actually

          8  start being utilized?

          9                 COMMISSIONER MIELE: July 1.

         10                 CHAIRPERSON MICHELS: July 1 in this

         11  year, all right.

         12                 Now, the other thing, I guess,

         13  Commissioner, should I direct my questions to Diana

         14  on more basic --

         15                 COMMISSIONER MIELE: You can address

         16  them to me and I will refer them to whoever --

         17                 CHAIRPERSON MICHELS: Make a

         18  reference, okay.

         19                 What I am interested in is the

         20  studies that were made, because we want to know,

         21  number one, what the effect is going to be on

         22  consumption. How do we go around to determine that

         23  it will not effect consumption, and we will still be

         24  able to conserve the same amount of water.

         25                 COMMISSIONER MIELE: I think the
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          2  critical thing is that we expect that it will affect

          3  consumption.

          4                 One of the things that it will do is

          5  it will stop a lot of the internal leaks today in

          6  buildings that are not metered, there is not a real

          7  high impact on the part of either tenant or

          8  management because there is no monetary penalty

          9  being paid. They are not paying on a metered basis.

         10                 Part of the ability to stay in this

         11  program is the fact that you have to cut down the

         12  leaks in the building --

         13                 CHAIRPERSON MICHELS: Right, I noticed

         14  that --

         15                 COMMISSIONER MIELE: Then we are going

         16  to have the ability, since the meter must be

         17  installed, to read the meter. We will read the meter

         18  as soon as the building has been prepared and goes

         19  into the program so that we will know what a

         20  baseline reading is.

         21                 CHAIRPERSON MICHELS: You should know

         22  now, once the meter has been installed.

         23                 COMMISSIONER MIELE: That's correct.

         24  But keep in mind, in most of these --

         25                 CHAIRPERSON MICHELS: That should be
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          2  your baseline right now.

          3                 COMMISSIONER MIELE:-- Meters have not

          4  yet been installed.

          5                 CHAIRPERSON MICHELS: What?

          6                 COMMISSIONER MIELE: The meter has not

          7  yet been installed because multi-family home-owners,

          8  building owners, have been resisting this because

          9  they are afraid they are going to end up paying the

         10  metered reading, and the metered reading would be

         11  higher than the furniture charges.

         12                 CHAIRPERSON MICHELS: What percentage

         13  of multi-family homes have not been installed? I

         14  thought we had installed most of the houses --

         15                 COMMISSIONER MIELE: That is the one

         16  area where we are still having difficulty.

         17                 We have about 35,000 buildings that

         18  do not have meters, or have not asked for or agreed

         19  to accept meters, and about 90 percent of this would

         20  be in this category, six families.

         21                 CHAIRPERSON MICHELS: And weren't they

         22  supposed to have meters by now?

         23                 COMMISSIONER MIELE: And they are

         24  paying a frontage penalty as a result. We have

         25  already, as of last July 1st, they are so petrified
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          2  that they would rather pay the 100 percent surcharge

          3  over the flat rate than install the meter and pay

          4  the metered rate.

          5                 CHAIRPERSON MICHELS: So that is one

          6  of the motivations in the --

          7                 COMMISSIONER MIELE: It's a major

          8  motivation.

          9                 We have had copious discussion with

         10  the industry in order to make sure that we

         11  understood clearly what their concern was, and once

         12  you understand it, it becomes fairly obvious. If

         13  they are afraid that the water charges and sewer

         14  charges are going to double, triple and quadruple,

         15  then they are going to drag their feet --

         16                 CHAIRPERSON MICHELS: And I guess by

         17  your statement you go along with that particular

         18  fear?

         19                 COMMISSIONER MIELE: Well, let me put

         20  it to you this way. What we are looking --

         21                 CHAIRPERSON MICHELS: Do you think it

         22  is an actual fear or just a --

         23                 COMMISSIONER MIELE:-- To do is to

         24  improve conservation. We are not necessarily looking

         25  to increase the revenues that we take in.
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          2                 What we would like to do is if we

          3  could induce conservation in those buildings, then

          4  when we finally do start reading the meter and

          5  charging them by the meter, it will be economically

          6  possible for them to pay the bill.

          7                 CHAIRPERSON MICHELS: It should be

          8  clear to anybody that this program of metering was

          9  for the purposes of conservation with no intent to

         10  raise revenues.

         11                 COMMISSIONER MIELE: Precisely.

         12                 CHAIRPERSON MICHELS: The only way we

         13  raise revenues is when we increase the water

         14  charges.

         15                 COMMISSIONER MIELE: Correct.

         16                 CHAIRPERSON MICHELS: So that should

         17  be laid aside.

         18                 But the fact is that we want to know

         19  what the studies were and how do we determine what

         20  the effect of this will be on conservation, rather

         21  than on speculation?

         22                 Is there a model of some sort that we

         23  got up?

         24                 COMMISSIONER MIELE: There is nothing

         25  speculative about this. The leaks are going to
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          2  diminish, because in order to do it you have got to

          3  get into the program. If any building doesn't enter

          4  this program they are going to pay 100 percent

          5  penalty.

          6                 CHAIRPERSON MICHELS: How are we going

          7  to make sure these leaks have been fixed?

          8                 COMMISSIONER MIELE: We are going to

          9  inspect the buildings before we certify them for

         10  eligibility for the program.

         11                 CHAIRPERSON MICHELS: And you have

         12  enough inspectors to do that?

         13                 COMMISSIONER MIELE: We don't

         14  anticipate any difficulty in doing it.

         15                 CHAIRPERSON MICHELS: This is not

         16  going to be done by self certification, is it?

         17                 COMMISSIONER MIELE: No, it is not

         18  self-certification. It is basically an inspection.

         19  And, again, it is a baseline reading after we have

         20  certified it and before we start it.

         21                 We will be looking at the 70 percent

         22  of the low-flow toilets, which means that the

         23  consumption in the building will drop by 70 percent

         24  of whatever it was that came out through those

         25  fixtures and that's a major percentage of the usage
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          2  within each one of these buildings.

          3                 CHAIRPERSON MICHELS: You have had

          4  some great programs on that. Like my building itself

          5  now uses all low-flow, and that has been very

          6  successful. Do we know what percentage of these

          7  35,000 apartment buildings, or units or whatever

          8  they are, over six or more residences, are still

          9  outside the issue of putting in these low-flow

         10  fixtures?

         11                 COMMISSIONER MIELE: We anticipate

         12  that every single one of them is out of compliance

         13  with this.

         14                 CHAIRPERSON MICHELS: You do.

         15                 COMMISSIONER MIELE: If there has been

         16  replacement and renovation in individual apartments,

         17  then obviously low-flow toilets have been installed.

         18  That's why the target is 70 percent low flow.

         19                 If you get the 65 percent low flow,

         20  you are not qualified for the program.

         21                 CHAIRPERSON MICHELS: The fact of the

         22  matter is we subsidized that program, that's why a

         23  lot of people went into it. Even though you

         24  subsidized --

         25                 COMMISSIONER MIELE: Well, we
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          2  subsidized the low-flow flow toilet installation.

          3                 CHAIRPERSON MICHELS: Even though you

          4  subsidized the -- excuse me. Let me finish my

          5  question, first, and I won't interrupt your answer.

          6                 Even know we subsidized these

          7  low-flow fixtures and toilets and showers and

          8  faucets, you mean to tell me these apartment

          9  buildings did not enter into that program?

         10                 COMMISSIONER MIELE: No. Because they

         11  would have been a capital requirement to put money

         12  into the program, and the capital requirement was

         13  just not available in some of these buildings. I

         14  mean, it is pretty obvious.

         15                 Anyone who could take advantage of

         16  the program that we offered certainly would have

         17  done that.

         18                 Buildings that are economically

         19  viable and better assure that is a positive thing to

         20  do. Buildings that were marginally economically

         21  viable, or maybe not even marginally, did not do it

         22  because you don't put any capital into it if you are

         23  going to vote it.

         24                 CHAIRPERSON MICHELS: Well, these

         25  people can always get an increase in their rents by
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          2  putting these programs. These would probably qualify

          3  for an increase.

          4                 COMMISSIONER MIELE: That is not a

          5  major capital improvement part of the program for

          6  local law -- what is it? It is not 29. I don't

          7  remember the number.

          8                 CHAIRPERSON MICHELS: But this is a

          9  housing issue, it seems to me this is a type of

         10  program put throughout the building would result in

         11  a building wide increase in rents to the state

         12  agency.

         13                 COMMISSIONER MIELE: No.

         14                 CHAIRPERSON MICHELS: I am sure it

         15  would. I disagree with you on that. I think if you

         16  looked at it you would find I was correct.

         17                 COMMISSIONER MIELE: You are talking

         18  about replacement of fixtures not renovation.

         19                 CHAIRPERSON MICHELS: And that

         20  qualifies?

         21                 COMMISSIONER MIELE: I don't believe

         22  toilet fixtures do.

         23                 CHAIRPERSON MICHELS: We will check it

         24  out.

         25                 COMMISSIONER MIELE: I know water
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          2  heaters do, I am not aware that plumbing fixtures

          3  do.

          4                 CHAIRPERSON MICHELS: We will check

          5  that out.

          6                 COMMISSIONER MIELE: And renovation,

          7  you have to renovate the entire apartment.

          8                 CHAIRPERSON MICHELS: I am talking

          9  about a moderate -- what is that term, the real

         10  estate term? I see some of our people from RSA are

         11  shaking their heads, so maybe I am wrong.

         12                 COMMISSIONER MIELE: I think you are.

         13  Keep in mind that all of these are subject to the

         14  tenant's consent.

         15                 CHAIRPERSON MICHELS: What is the

         16  expression moderate?

         17                 (Unidentified speaker from audience,

         18  inaudible.)

         19                 CHAIRPERSON MICHELS: MCI.

         20                 COMMISSIONER MIELE: Major Capital

         21  Improvement.

         22                 It's not capital improvement, it's a

         23  replacement in-kind.

         24                 CHAIRPERSON MICHELS: All right, we

         25  will see.
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          2                 Now, why are we only going for 70

          3  percent, why don't we ask for 100 percent?

          4                 You say in your statement that you

          5  can't get access. Under the leases in all these

          6  apartments you are entitled to access.

          7                 COMMISSIONER MIELE: The reality of

          8  the fact is there are many, many landlords who

          9  cannot get access to certain apartments in their

         10  building because of contentious issues with the

         11  tenants.

         12                 When I was Buildings Commissioner we

         13  had difficulty in getting into --

         14                 CHAIRPERSON MICHELS: 30 percent of

         15  their apartments they can't get into?

         16                 COMMISSIONER MIELE: The issue is you

         17  had to come up with some number that made some

         18  sense.

         19                 CHAIRPERSON MICHELS: Seventy percent

         20  is very low to me.

         21                 COMMISSIONER MIELE: We think that 70

         22  is an appropriate number and we are using the 70

         23  percent.

         24                 CHAIRPERSON MICHELS: I think it

         25  probably should be more like 80 or 90 percent.
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          2                 COMMISSIONER MIELE: Well, again, 70

          3  percent we found to be a balanced number. There may

          4  be many reasons. Keep in mind the other reason for

          5  it is the fact that each one of those fixtures is

          6  going to cost the landlord money to put in and 70

          7  percent of all of the fixtures being exchanged is a

          8  substantial capital improvement that has to be made

          9  by the landlord.

         10                 CHAIRPERSON MICHELS: I am sure the

         11  owners are going to come before us and ask us to

         12  reinstate your previous program together with this

         13  to subsidize these fixtures.

         14                 COMMISSIONER MIELE: I don't think so.

         15                 I think you will find out that we

         16  have --

         17                 CHAIRPERSON MICHELS: You don't think

         18  they are going to come and ask for it?

         19                 COMMISSIONER MIELE: I think what has

         20  happened is they may ask for it, but the bottom line

         21  is, I think they are very comfortable with the

         22  program we put in place.

         23                 CHAIRPERSON MICHELS: That's for

         24  shaking their head like this. They are going to be

         25  asking for it, and it is going to cost the City
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          2  money. Do you anticipate how much money it is going

          3  to cost the City if they do ask for the program to

          4  be subsidized?

          5                 COMMISSIONER MIELE: The Water Board

          6  has not considered, and the Water Board, I believe,

          7  based on the conversations we have had, is not

          8  inclined to make any modifications to this program

          9  that would increase the cost of it to the City.

         10                 CHAIRPERSON MICHELS: But if we were

         11  to reinstate these programs for these, do we know

         12  how much it would end up costing us?

         13                 If you don't know it, obviously could

         14  you get it?

         15                 COMMISSIONER MIELE: The answer is

         16  very simple. For each toilet that is installed the

         17  cost from the old low-flow toilet installation, the

         18  cost that we used as a reimbursement costs are

         19  fairly reasonable and fairly normal, and those costs

         20  are outlined in our paperwork.

         21                 CHAIRPERSON MICHELS: I would like to

         22  try and get a realistic assessment. Because I know

         23  we are going to be asked for money on this.

         24                 COMMISSIONER MIELE: It was $240 for

         25  the replacement of the first water closet and unit,
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          2  and 150 for the second.

          3                 CHAIRPERSON MICHELS: And what about

          4  the showerheads?

          5                 COMMISSIONER MIELE: The showerheads

          6  we did for nothing, that's a give-away.

          7                 CHAIRPERSON MICHELS: It is still

          8  costing money.

          9                 COMMISSIONER MIELE: Anybody who wants

         10  them, by the way, gets them for nothing.

         11                 CHAIRPERSON MICHELS: But it costs us

         12  money.

         13                 COMMISSIONER MIELE: But it is part of

         14  the program we have already got in place.

         15                 We are prepared to provide a low-flow

         16  showerhead, and a low-flow screener for anyone who

         17  asks for them.

         18                 CHAIRPERSON MICHELS: Right now.

         19                 COMMISSIONER MIELE: Right now. We

         20  send them out by the thousands.

         21                 CHAIRPERSON MICHELS: Okay. I have

         22  some more questions for you but let me give it to

         23  some of the members to ask questions.

         24                 Council Member Robles.

         25                 COUNCIL MEMBER ROBLES: Thank you, Mr.
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          2  Chairman. There are three areas. Let me go and pick

          3  up on the Chairman, because I think we don't want to

          4  mislead about notification. And I believe, if I

          5  understood it correctly, and I don't remember what I

          6  did a year ago, I will be honest with you, I am

          7  getting up there in life, the fact is when this

          8  notice, even if we did get it, was not really a

          9  notice of informing this particular program, it was

         10  a host of programs, if I understand correctly.

         11                 COMMISSIONER MIELE: That's correct.

         12                 COUNCIL MEMBER ROBLES: This happened

         13  to be one of them.

         14                 COMMISSIONER MIELE: That's correct.

         15                 COUNCIL MEMBER ROBLES: And if the

         16  question was, was there a notice particularly

         17  earmarked for this program which defined what the

         18  program is and all the criterias, the answer is no.

         19  I just don't want the press to get the impression

         20  that all of a sudden I got a notification and why am

         21  I sitting here stunned about notification. I want to

         22  be clear on that one, correct?

         23                 COMMISSIONER MIELE: Yes.

         24                 COUNCIL MEMBER ROBLES: Yes.

         25                 COMMISSIONER MIELE: The notification
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          2  was part of the rate hearings that we hold on an

          3  annual basis.

          4                 COUNCIL MEMBER ROBLES: Fine.

          5                 So, it was not based upon this one.

          6  It was a whole host.

          7                 COMMISSIONER MIELE: No, that is

          8  absolutely correct.

          9                 COUNCIL MEMBER ROBLES: Okay.

         10                 Second, when the Chair again asked

         11  the First Deputy Commissioner, Executive Director of

         12  the Water Board after that notification and that

         13  hearing are there going to be other hearings, I

         14  believe she said yes. However, I heard you,

         15  Commissioner, say that this will be implemented in

         16  July of this year. And let me just tell you what

         17  that dilemma is.

         18                 Why will someone be encouraged to go

         19  to a public hearing to voice whatever, whether they

         20  agree or disagree, when already they are saying

         21  regardless of what they said, July 1 we are going to

         22  do it? I was a little puzzled when I heard that one.

         23                 COMMISSIONER MIELE: Maybe the way I

         24  put it didn't make it clear enough to you or to the

         25  balance of the members of the Committee.
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          2                 But clearly, since there is going to

          3  be another hearing, we obviously will take testimony

          4  at that hearing, and if there is anything that is of

          5  significance that comes up at it, we obviously will

          6  visit it.

          7                 We don't anticipate at that point,

          8  and we anticipate that after that, even if there are

          9  some modifications to it that we believe are

         10  appropriate after, and the Board believes are

         11  appropriate after the hearing, the effective date

         12  would be July 1, and that is what I was trying to

         13  tell you, that the effective date would be July 1.

         14                 COUNCIL MEMBER ROBLES: Now, this

         15  hearing will be exclusively for this program, and

         16  implementing, or once again will be a host of

         17  others.

         18                 COMMISSIONER MIELE: It will be part

         19  of our rate procedure.

         20                 COUNCIL MEMBER ROBLES: And my last

         21  area is just so that perhaps the little I do

         22  understand on these programs, I recall once, I used

         23  to live in a Mitchell Lama development where the

         24  City, not necessarily this Administration, but the

         25  City moved forward on a similar program which I
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          2  recall a rebate where we encouraged and we actually

          3  purchased and changed toilet seats, you name it.

          4                 Tell me the difference between that,

          5  which I am assuming means you got reimbursed for the

          6  expense, especially if you were in this case a

          7  corporation in terms of a Mitchell Lama, and this

          8  one?

          9                 I just want to know what the

         10  difference is.

         11                 COMMISSIONER MIELE: I am not sure

         12  what program you are talking about that are related

         13  to Mitchell Lama, but obviously the toilet rebate

         14  program started before this Administration came into

         15  office.

         16                 COUNCIL MEMBER ROBLES: Right.

         17                 COMMISSIONER MIELE: And basically

         18  what it did is it offered to pay for the reasonable

         19  and approximate cost of replacing toilet fixtures

         20  provided you took a low-flow shower and you took a

         21  low-flow --

         22                 COUNCIL MEMBER ROBLES: Now, if they

         23  did that, which they are now, so I am assuming that

         24  even though they qualify, they will not qualify for

         25  this program, they did it already, correct?
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          2                 COMMISSIONER MIELE: If they have done

          3  it -- well, the answer is, whatever has been done in

          4  whatever buildings will count towards the minimum of

          5  70 percent, so if 40 percent of the apartments in

          6  the building have already been done, they will only

          7  have to do another 30, and we will do a survey to

          8  determine that they have met the 70 percent.

          9                 COUNCIL MEMBER ROBLES: Now, before

         10  July 1, or after these hearings and move forward to

         11  implement July 1, I am assuming then that there will

         12  be an educational component to educate dwellers or

         13  at least property owners about this program and how

         14  they go about, how they go about applying to

         15  qualify.

         16                 And the reason I ask that question,

         17  because there are parts of the City that do not have

         18  the kind of well organized, well greased operations.

         19                 I mean, in my district, for example,

         20  we have people who become home-owners, or not

         21  home-owners in terms of normal two-family homes, but

         22  actually purchased six and above, Bushwick,

         23  Williamsburg, you name it, they don't have that kind

         24  of mechanism and language is an area, although they

         25  may speak English, that is not their principle
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          2  language. So, are we going to have an educational

          3  component, also make it available and someone can

          4  read it in its own language so that they understand

          5  it better?

          6                 COMMISSIONER MIELE: The answer to

          7  that is yes, but I will let Diana give you the

          8  details on what we have done to date an what we

          9  expect to do in the future.

         10                 FIRST DEPUTY COMMISSIONER CHAPIN: We

         11  have already worked with industry and with groups

         12  that represent owner groups and manager groups. We

         13  have provided kids for them to distribute. We do

         14  anticipate putting a flyer in the bills, as well,

         15  for the various groups, so it will go directly to

         16  them as well as through the groups. And also it is a

         17  three-year program, so there is three years for

         18  people to become informed and to make a decision on

         19  it. They won't lose the opportunity to apply over

         20  that time.

         21                 COUNCIL MEMBER ROBLES: Does that

         22  include HPD?

         23                 FIRST DEPUTY COMMISSIONER CHAPIN: I

         24  am sorry?

         25                 COUNCIL MEMBER ROBLES: Does that
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          2  include HPD?

          3                 FIRST DEPUTY COMMISSIONER CHAPIN: HPD

          4  is very aware of the process --

          5                 COUNCIL MEMBER ROBLES: No, no, no. I

          6  am not a lawyer but I have been around and --

          7                 FIRST DEPUTY COMMISSIONER CHAPIN: And

          8  they are going to --

          9                 COUNCIL MEMBER ROBLES: -- The

         10  difference between shall and may, and may is what

         11  you just said - I want the shall.

         12                 FIRST DEPUTY COMMISSIONER CHAPIN:

         13  Okay.

         14                 COUNCIL MEMBER ROBLES: Let me tell

         15  you where I am turning toward HPD and I suggest you

         16  really mandate it that they become real partners,

         17  and I will tell you why.

         18                 In my district, many of those

         19  buildings that used to be privately owned fell into

         20  City ownership of which now they develop programs

         21  which not only do they begin to move forward, but

         22  many of our local housing groups have now become the

         23  sponsor and owner, and from there, the tenants

         24  themselves become eventually the owner, and there is

         25  an area, they know who those buildings are, they
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          2  know a lot of the things -- and I am prepared to

          3  work with them to assist in that area, rather than

          4  rely upon what I call the typical, what you deal

          5  with in housing, that may not be the people that I

          6  deal with.

          7                 COMMISSIONER MIELE: I understand. And

          8  the answer to that, yes, we appreciate the offer. We

          9  will take you up on the offer.

         10                 Very clearly, HPD's programs where

         11  they put housing out to private groups, whoever they

         12  might be, there is a requirement that they be in

         13  renovation, there is a minimum standard for it, it

         14  includes the requirement of a meter, it includes new

         15  plumbing, it includes the ceiling of all leaks, it

         16  includes low-flow toilets, so all of those are a

         17  parcel of it.

         18                 And, again, some of the groups that

         19  have been involved in dealing with it, one of them

         20  is Small Property Owners of New York, SPONY.  So, we

         21  recognize there are different sized groups, if there

         22  are specific other groups that you would like us to

         23  get together with directly --

         24                 COUNCIL MEMBER ROBLES: Well, that is

         25  why I think it is important that you also sit with
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          2  HPD, because they have a listing of all of their

          3  housing groups, what I call not-for-profit local,

          4  which might not fall in those areas. That's number

          5  one. Those are the ones I really deal with.

          6                 For example, in my area St. Nicholas,

          7  Los Sodais (phonetic), those are the groups that you

          8  will not find in these, although you say small. And

          9  second, HPD knows those buildings, and third, those

         10  are the ones that if a program, and those who become

         11  now owners, and broke away from governmental

         12  subsidies assistance and now they are on their two

         13  feet, this is something that I think they should

         14  become aware, and know exactly how to turn to.

         15                 COMMISSIONER MIELE: You are

         16  absolutely right. Because what we want to do is to

         17  make sure that we don't drive them to the point that

         18  the property would possibly go back into the City's

         19  hands again. I mean, the half of what we are dealing

         20  with here is in the back of our mind.

         21                 CHAIRPERSON MICHELS: Council Member

         22  Leffler.

         23                 COUNCIL MEMBER LEFFLER: Good morning.

         24                 Just some basic information.

         25                 The fees to pay water rates pay for
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          2  the cost of the City's water and sewer program

          3  annually. So, you have no doubt the cost figures as

          4  to what is the scope of the program that these rates

          5  have to pay for this year, next year, the year after

          6  that; do you want to tell us that?

          7                 COMMISSIONER MIELE: The answer to

          8  that is yes.

          9                 COUNCIL MEMBER LEFFLER: Do you want

         10  to tell us what they are?

         11                 COMMISSIONER MIELE: Well, I think we

         12  can break --

         13                 COUNCIL MEMBER LEFFLER: One is X, one

         14  is Y, one is Z.

         15                 COMMISSIONER MIELE: Well, let me put

         16  it to you this way, we have analyzed the cost to

         17  providing water to an apartment in this class and

         18  have come up with an average, and then we have added

         19  ten percent to that average, and set that as the

         20  rate that they will pay. So there is an inducement

         21  here for people to make sure that they save as much

         22  water as possible, built into the system because

         23  they are paying a premium over and above the price

         24  that they would pay if they were a normal building.

         25                 We can give you dollars on that and
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          2  we can give you the calculations on it, if you would

          3  like.

          4                 I don't know whether you have heard

          5  the comment, we have already made the commitment, to

          6  make sure that it is revenue neutral. That in the

          7  future, as modifications take place, and possibly

          8  more and more buildings become capable actually of

          9  buying on to a metered building completely, that it

         10  will remain revenue neutral.

         11                 CHAIRPERSON LEFFLER: What does it

         12  mean to say that this program is revenue neutral?

         13                 COMMISSIONER MIELE: It means that one

         14  and two-family home-owners and commercial and

         15  industrial property owners and accounts will not be

         16  subsidizing this issue. It will remain within six

         17  families and upper.

         18                 CHAIRPERSON LEFFLER: If in fact we

         19  believe that the water metering program, and just

         20  paying on the basis of metering induces the greatest

         21  savings, then it seems to me if you don't have a

         22  program which functions exclusively on the basis of

         23  those savings, on the basis of metering, somebody

         24  else will be paying it, and the people who will be

         25  paying it, are the one and two-family home-owners,
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          2  and the industrial users and the other commercial

          3  users.

          4                 COMMISSIONER MIELE: As long as the

          5  rate they establish is set so there is no impact and

          6  statistically we can do that, then there should be

          7  no reason why anyone outside of the class of

          8  six-family and above would be subsidizing anyone

          9  within that class.

         10                 COUNCIL MEMBER LEFFLER: How can you

         11  set a rate on the multiple dwelling buildings that

         12  doesn't affect the others?

         13                 If, in fact, you are getting less

         14  revenue from the multiple dwellings, per force, as

         15  long as you have the schedule of what you need in

         16  several years, you are going to have to make it up

         17  somewhere.

         18                 COMMISSIONER MIELE: What we have now

         19  is we have those buildings operating on frontage.

         20                 COUNCIL MEMBER LEFFLER: Right.

         21                 COMMISSIONER MIELE: We know that the

         22  people who can operate on metered billing or on

         23  frontage now would be very happy to proceed to go on

         24  to metering because it won't cost them any money,

         25  possibly they might save some money.
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          2                 Those individual buildings --

          3                 COUNCIL MEMBER LEFFLER: You are

          4  trying to tell us that people who own multiple

          5  dwellings want to go off frontage and onto

          6  metering?

          7                 COMMISSIONER MIELE: We have had an

          8  enormous number of them do just that. And in fact,

          9  they have saved money.

         10                 CHAIRPERSON MICHELS: Aren't they

         11  getting a surcharge as well?

         12                 COMMISSIONER MIELE: They have to have

         13  a meter in order to go onto metered billing, so

         14  obviously they are not being surcharged.

         15                 It's only those multiple dwellings

         16  that don't have a meter that are paying the

         17  surcharge right now. Those people are apparently

         18  perfectly willing to pay, or maybe not perfectly

         19  willing, but as the lesser of two evils are prepared

         20  to pay the surcharge rather than pay the metered

         21  billing rate because they are petrified at the cost

         22  of what it is going to be, given what their income

         23  is and the restrictions on their ability to change

         24  that.

         25                 CHAIRPERSON MICHELS: I thought you
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          2  had said there are people who have meters who are

          3  still paying frontage. What kind of program is that?

          4  If they have meters, why are they paying for

          5  frontage?

          6                 COMMISSIONER MIELE: Well, frankly --

          7                 CHAIRPERSON MICHELS: It is the

          8  proposal on this program.

          9                 COMMISSIONER MIELE: And these

         10  programs are ten years old. It's been apparent you

         11  are well into the metering program that there were

         12  going to be economic situations that occurred in

         13  different types of units that needed to be addressed

         14  and they were over the years.

         15                 If you would like, I will have Mr.

         16  Kusterbeck explain it.

         17                 CHAIRPERSON MICHELS: In other words,

         18  you are saying there is a category of buildings

         19  which pay frontage even though they are being

         20  metered?

         21                 MR. KUSTERBECK: That is correct, Mr.

         22  Chairman.

         23                 My name is William Kusterbeck, I am

         24  the Treasurer of the New York City Water Board.

         25                 CHAIRPERSON MICHELS: Right.
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          2                 MR. KUSTERBECK: Mr. Chairman, in

          3  1992, the Board adopted a policy, this was three

          4  years into the program, into the metering program,

          5  where we allowed multiple family buildings. Back

          6  then the criteria was inch and a half service or

          7  greater, which represented -- a service line which

          8  was an inch and a half or greater.

          9                 CHAIRPERSON MICHELS: Multi-family

         10  dwellings, how many families?

         11                 MR. KUSTERBECK: It could be anywhere

         12  from six to ten or more.

         13                 CHAIRPERSON MICHELS: I see.

         14                 MR. KUSTERBECK: In subsequent years

         15  we changed it, in recent years, to specifically say

         16  six or more units.

         17                 CHAIRPERSON MICHELS: Right.

         18                 MR. KUSTERBECK: But they are allowed

         19  to stay on frontage billing, even though after the

         20  meter is installed, and we have been --

         21                 CHAIRPERSON MICHELS: Why?

         22                 MR. KUSTERBECK: -- Extending that

         23  program each year.

         24                 CHAIRPERSON MICHELS: Why? Why are

         25  they allowed to do that.
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          2                 MR. KUSTERBECK: Because of the

          3  concern about affordable housing groups. And the

          4  class of low-income buildings themselves and what

          5  might happen to them.

          6                 CHAIRPERSON MICHELS: You have carved

          7  out of low income groups, this is also applied to

          8  low-income groups, this new program.

          9                 COMMISSIONER MIELE: The issue as

         10  simply put, if they had been paying actual metered

         11  rates and they didn't have the ability to increase

         12  rents, their costs would have gone above their

         13  ability to collect money --

         14                 CHAIRPERSON MICHELS: I understand.

         15                 COMMISSIONER MIELE: -- And we would

         16  have owned, that is, the City would have owned those

         17  buildings which we are talking about.

         18                 CHAIRPERSON MICHELS: So, this is a

         19  separate program that we have?

         20                 COMMISSIONER MIELE: It is one of the

         21  programs that we have. We have a number of programs.

         22  These are the programs --

         23                 CHAIRPERSON MICHELS: How do you

         24  become eligible for that program?

         25                 COUNCIL MEMBER LEFFLER: On what basis
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          2  do you allow people to get into that program? Is it

          3  solely your judgment or the Administration?

          4                 CHAIRPERSON MICHELS: You must have

          5  criteria.

          6                 MR. KUSTERBECK: The transition

          7  program itself?

          8                 CHAIRPERSON MICHELS: Yes. Is that

          9  what you are calling it, the "transition program"?

         10                 MR. KUSTERBECK: It's --

         11                 CHAIRPERSON MICHELS: You call that a

         12  transition program?

         13                 MR. KUSTERBECK: Yes, we do, sir.

         14                 And it's automatic, as long as you

         15  meet the criteria of being six or more dwelling

         16  units or more.

         17                 You stay on frontage until you tell

         18  us that you would rather be on metered billing.

         19                 COMMISSIONER MIELE: It is the owner's

         20  decision to make, not the Board's.

         21                 MR. KUSTERBECK: That's right.

         22                 CHAIRPERSON MICHELS: So, why would

         23  they go into this program? Why should they put the

         24  fixtures -- why can't they get into this program.

         25                 This is the same program, except you
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          2  are requiring that it have 70 percent low fixtures.

          3                 MR. KUSTERBECK: Well, a couple of

          4  things.

          5                 Number one is the transition program

          6  is believed by the industry to be, what, temporary.

          7  It had been renewed annually, and there was concern

          8  that --

          9                 CHAIRPERSON MICHELS: I am trying to

         10  figure out what the criteria is. Why should certain

         11  apartment buildings be in the -- you are into

         12  something which is very important, why are certain

         13  multiple dwellings allowed to be in that program?

         14  What is the criteria?

         15                 You must have more of a criteria,

         16  there must be an income criteria.

         17                 COMMISSIONER MIELE: Any one of the

         18  buildings six families or over could opt to take

         19  that program.

         20                 Those buildings that had a meter

         21  installed did an analysis of the flow through the

         22  meter, an analysis of what they would pay on

         23  frontage, and those who found out they would pay

         24  less money on metering said bill me on the meter.

         25  Those people who did the analysis and found that
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          2  they couldn't afford to pay or would have to pay a

          3  substantially greater amount because of the problems

          4  of water consumption in their buildings said, I want

          5  to remain on the frontage. That option was given to

          6  them in that interim program. That is an annual

          7  program that must be extended by the Water Board

          8  every year.

          9                 CHAIRPERSON MICHELS: Anyone who wants

         10  to be in that program can be in that program?

         11                 COMMISSIONER MIELE: That's correct.

         12                 COUNCIL MEMBER LEFFLER: When did this

         13  go into effect?

         14                 MR. KUSTERBECK: 1992.

         15                 COUNCIL MEMBER LEFFLER: 1992.

         16                 CHAIRPERSON MICHELS: So why would

         17  anybody go into this program when they have to spend

         18  money for low-flow --

         19                 COUNCIL MEMBER LEFFLER: I really

         20  don't understand --

         21                 COMMISSIONER MIELE: We want to

         22  eliminate the interim program.

         23                 FIRST DEPUTY COMMISSIONER CHAPIN:

         24  This has been the largest issue at our public

         25  hearings, I just want to make clear to the Council,
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          2  for the last several years. The concern about this

          3  program and the need to in some way extend it in a

          4  way that was suitable and rational, and the Board

          5  asked the staff to find a way that would be revenue

          6  neutral and would provide for conservation --

          7                 CHAIRPERSON MICHELS: That is

          8  something you --

          9                 FIRST DEPUTY COMMISSIONER CHAPIN:--

         10  And have some of the standards.

         11                 CHAIRPERSON MICHELS: When this

         12  program that you were talking about here goes into

         13  effect, you are going to cut that program out?

         14                 COMMISSIONER MIELE: Correct.

         15                 FIRST DEPUTY COMMISSIONER CHAPIN:

         16  Correct.

         17                 COMMISSIONER MIELE: 2003 is the end

         18  of all --

         19                 CHAIRPERSON MICHELS: You should have

         20  said that.

         21                 COMMISSIONER MIELE: We did say that

         22  in my statement.

         23                 CHAIRPERSON MICHELS: Okay.

         24                 COMMISSIONER MIELE: I said it in the

         25  statement. I said all transition programs --
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          2                 CHAIRPERSON MICHELS: Yes, but you

          3  didn't tell us what the transition program was.

          4                 COMMISSIONER MIELE: Well, we assumed

          5  that since it has been in place for eight years some

          6  of you --

          7                 CHAIRPERSON MICHELS: Yes, but you

          8  have --

          9                 COMMISSIONER MIELE: I think it is

         10  important to point out one other thing. If you are

         11  replacing the financing for one of these buildings

         12  and it is a community group. For instance, the bank

         13  is very interesting in knowing whether you are going

         14  to be able to maintain a budget, and having a

         15  program that was an interim annual program doesn't

         16  give a great deal of comfort to a mortgage company

         17  because next year you might decide not to extend the

         18  program.

         19                 This will become a permanent program,

         20  and consequently will establish some longevity and

         21  it should make it easier for people to finance and

         22  refinance such buildings.

         23                 COUNCIL MEMBER LEFFLER: Can I

         24  continue?

         25                 CHAIRPERSON MICHELS: Please.
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          2                 COUNCIL MEMBER LEFFLER: Now that we

          3  are told about the so-called transition program, I

          4  don't see why this program saves money for the other

          5  classes. On the contrary, it seems to me that it

          6  increases the costs for the other classes, because

          7  you said at the outset if in the Year 2002 the

          8  program has to finance costs of Y, and if, in fact,

          9  you have a program other than a metering program,

         10  pursuant to which people in fact pay, and if you

         11  really believe that the metering program lowers

         12  fees, then there is good reason to think that at

         13  least some of the people will be paying less money

         14  on a frontage basis, and those costs are going to be

         15  picked up by the other ratepayers in the City, if we

         16  keep at the level of the programs that are

         17  projected.

         18                 COMMISSIONER MIELE: You are

         19  absolutely right. And the Interim Program has them

         20  paying on a frontage basis, the only difference is

         21  that the Board annually approves them because if we

         22  don't approve them we will engender an enormous

         23  additional financial burden on a particular class of

         24  these six family and up buildings.

         25                 COUNCIL MEMBER LEFFLER: You basically
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          2  have set up an arrangement where if the individual

          3  who owns the building says to you, if the costs go

          4  up I am not going to be able to run this building,

          5  you believe that program. They have been saying this

          6  since 1986. When I chaired this Committee, I would

          7  say the very first meeting I attended in 1986,

          8  people who owned buildings came to me and said, the

          9  Koch Administration is introducing a metering

         10  program, that is going to raise our costs, we are

         11  not going to be able to do it, and, nevertheless,

         12  the program was implemented, it went on.

         13                 Now, apparently unbeknownst to me,

         14  and I think to others here, you have had this

         15  arrangement since 1992, you work things out with

         16  individual owners. But it seems to me basically, is

         17  this not right -- are you or are you not basically

         18  allowing them to set their cost, and say, look, if

         19  we have to go off frontage and pay metering, we

         20  can't do it.

         21                 I mean, a lot of people will just

         22  give you that representation. They don't want to pay

         23  extra.

         24                 COMMISSIONER MIELE: I think the

         25  factors speak for itself, and I think to one extent
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          2  you are right. If everybody was on a meter and

          3  everybody paid per gallon, then that would be the

          4  most equitable way that you could have a water

          5  system, and we intend to get to that.

          6                 COUNCIL MEMBER LEFFLER: Right. And it

          7  would also be the cheapest for the --

          8                 COMMISSIONER MIELE: And we also

          9  intend to do it through evolution, not revolution,

         10  because revolution tends to have a price that you

         11  have to pay with it.

         12                 Now, I think very clearly the fact

         13  that an enormous number of six family had up

         14  buildings have installed meters, are on metered

         15  billing at this point in time, speaks for the fact

         16  that there is a class of those families that has no

         17  difficulty with the transition and has made it.

         18  There is another class of that that is probably

         19  marginal for it, and then there is the

         20  not-for-profit and the limited profit housing that

         21  have no ability to absorb any additional costs in

         22  it.

         23                 What we needed to do was over a

         24  period of time was to deal with the community,

         25  understand what we felt to be the reasonable needs
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          2  that we share because, again, we are not looking to

          3  get this property back again in that vicious cycle

          4  that we had for many, many decades. But the bottom

          5  line is, we are very comfortable that we have

          6  reached a point in time where we have gotten the

          7  best of all worlds and this program will encourage

          8  more units to become conservation positive, and,

          9  therefore, the amounts of water that we supply to

         10  these units should drop, and at the same time the

         11  increase in cost to them will be balanced by our

         12  understanding over the years of how many people have

         13  gone into the program, how many people have not, and

         14  the $424 we have talked about as a per unit cost,

         15  will be adjusted on an annual basis in order to make

         16  sure that again we are revenue neutral within this

         17  and we are not impacting the people outside this.

         18                 Now, are we impacting the people who

         19  have factories, stores, one, two, three, four and

         20  five-family dwellings now by permitting the people

         21  with six and up to stay on flat rate? Sure we are.

         22  But the answer is we couldn't do it all at one time.

         23  It's pretty obvious that the Administration before

         24  this Administration felt that it shouldn't be done

         25  at one time by establishing the interim program.
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          2                 What we have decided is that we need

          3  to get out of the interim program, we need to get

          4  into a final transition program that will become a

          5  program that will move us to the point where at one

          6  point in time, and hopefully as quickly as possible,

          7  we will be at 100 percent metering, we will have

          8  leaks controlled in all classes of housing, and at

          9  the same time we will not have driven the certain

         10  classes of housing back to public ownership.

         11                 CHAIRPERSON MICHELS: I want to bring

         12  you up to date. We are no longer taking buildings in

         13  rem, we are selling tax liens. So, we no longer are

         14  doing that.

         15                 COMMISSIONER MIELE: The answer is you

         16  have got to be able to collect enough money to pay

         17  your bills, and you bills include water and sewer

         18  based upon metered billing, and that is still going

         19  to have to be cranked into it. Either the rents will

         20  have to increase, or somebody is going to have to

         21  subsidize.

         22                 CHAIRPERSON MICHELS: Conservation is

         23  still a paramount concern.

         24                 COMMISSIONER MIELE: And out of this

         25  we get conservation, we get leak curing, we get
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          2  low-flow toilets installed, all of this is directly

          3  headed towards more conservation.

          4                 COUNCIL MEMBER LEFFLER: I think these

          5  are steps in the direction of more conservation,

          6  that is true, but what you are doing also, and it

          7  seems to me that you are continuing a transition

          8  that is now 16 years old, and that is that as far as

          9  I can tell, you say you are comfortable that people

         10  can enter into these arrangements who would

         11  otherwise have problems, but it seems to me, I have

         12  seen no reason to think that we, as a government,

         13  everybody ought to be satisfied with respect to your

         14  criteria for allowing people to continue under this

         15  arrangement.

         16                 COMMISSIONER MIELE: That's why we

         17  hire consultants, that's why we consult with the

         18  community, that is why we hold public hearings, but

         19  ultimately, that is exactly what the New York City

         20  Water Board was established for. So, we are

         21  effectuating exactly what we were put together to

         22  do, and, again, I think we agree on the end result

         23  of this. We would like to as soon as possible get to

         24  the point where we have 100 percent metering, and

         25  immediately, as quickly as we can after that, get to
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          2  all of the bills being based upon usage.

          3                 CHAIRPERSON LEFFLER: But nothing is

          4  enduring than the temporary. I mean, that is what

          5  they said with respect to the Korean armistice also.

          6  Some day we will promote a reunification, but,

          7  nevertheless, you have a situation like this which

          8  has gone on for almost 45 years. The same thing

          9  here.

         10                 What I would like to understand,

         11  though, is, if somebody comes to you, if landlords

         12  come to you and say we can't pay just through

         13  metering, what are the detailed criteria that should

         14  give the public confidence that it makes sense in

         15  each specific instance to allow that landlord to go

         16  on frontage basis, or on the proposed new basis?

         17                 COMMISSIONER MIELE: I think the basis

         18  for it is, each one of those instances will have

         19  been inspected for leaks and for 70 percent of low

         20  flow fixtures being installed in it.

         21                 Each one of those will have a meter

         22  reading taken on a regular basis, and we will be

         23  able to determine from that meter reading whether

         24  there has been a failure on the part of the property

         25  owner to maintain the minimality of leaks and the
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          2  minimal usage of water.

          3                 COUNCIL MEMBER LEFFLER: Okay --

          4                 COMMISSIONER MIELE: Wait a minute,

          5  let me finish.

          6                 On the other side, we have taken what

          7  we believe to be not a per unit, because I don't

          8  think we believe, or anyone believes that we get

          9  into each building and get into the detail of it

         10  enough to be able to come up with a number that is

         11  building specific.

         12                 But we do know that the average cost

         13  of water for six families and up provided for

         14  apartment is a given number, and what we have done

         15  is said, all right, this is the average, you will

         16  not pay the average bill, you will pay the average

         17  bill plus 10 percent.

         18                 Now, after we have had the program in

         19  effect for a year, we may look at that again and

         20  say, in order to keep, again, back to the revenue

         21  neutral character that we have agreed to keep into

         22  this program, it may have to be the average bill

         23  plus 20 percent, I don't know, but we will look at

         24  it.

         25                 What we have committed to is revenue
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          2  neutrality. I am not committing to, and I don't

          3  think anyone wants to undertake the administrative

          4  cost of getting into 30,000 buildings and

          5  determining what the specific unit usages are,

          6  because first of all they are dependent upon how

          7  many people are in an apartment at a particular

          8  point in time, and that changes over time, and you

          9  don't have a static situation. So, we have to take

         10  basically averages, and that is what we are doing.

         11                 The penalty is 10 percent more than

         12  the average rate, if you choose to accept this

         13  program --

         14                 COUNCIL MEMBER LEFFLER: Another thing

         15  --

         16                 CHAIRPERSON MICHELS: If you don't

         17  have submetering, you will never be able to find

         18  this out.

         19                 COUNCIL MEMBER LEFFLER: Stanley, you

         20  know --

         21                 COMMISSIONER MIELE: They can submeter

         22  but a landlord can't charge for the submeter. I

         23  mean, you have rent control and rent stabilization,

         24  doesn't allow for it. Not as we speak.

         25                 CHAIRPERSON MICHELS: Right.
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          2                 COUNCIL MEMBER LEFFLER: Now that you

          3  have explained that, all the more I don't see that

          4  it really makes sense in the public interest.

          5                 I mean, the fact that somebody

          6  installs, you know, 70 percent water saving

          7  fixtures, and in fact pays even 110 percent of the

          8  average usage, doesn't mean the person is not

          9  getting a very good deal by your doing this, the

         10  person may be getting a very, very good deal.

         11                 I mean, that is the point, if in fact

         12  you didn't have this arrangement, and the person who

         13  owns that building would be paying simply on the

         14  basis of metering like everybody else, the person

         15  may very well be paying still more, that's why they

         16  are going to opt into your program.

         17                 CHAIRPERSON MICHELS: Sure.

         18                 COUNCIL MEMBER LEFFLER: And that is

         19  why this still has the look to me of a sweetheart

         20  deal that is benefitting some people, you know, now

         21  into the 16th year.

         22                 COMMISSIONER MIELE: Well, I think

         23  clearly if we continue with the program that we had,

         24  the interim program, where we have the ability to

         25  let the individual pay on his or her frontage as
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          2  opposed to paying on a meter, or not install the

          3  meter, item no. 1, we don't have the faintest idea

          4  of what the normal usage would be in a building like

          5  that because they don't have a meter in the

          6  building. That's a problem. We need to get meters in

          7  those buildings.

          8                 In the case of people with six and

          9  more families up, are actually not telling us that

         10  they want a meter installed in the building, they

         11  are paying double the meter charge and would rather

         12  do that than install the meter, because they know

         13  what the meter is going to be.

         14                 But paying double --

         15                 CHAIRPERSON MICHELS: Maybe we should

         16  charge them triple the meter charge.

         17                 COMMISSIONER MIELE: But if doubling

         18  the water charge is still in a building owner's or

         19  manager's mind better than paying the actual water

         20  consumption, then I can guarantee you that there is

         21  leaks in that building and there is drips in that

         22  building that are extremely expensive and they don't

         23  want to address those.

         24                 CHAIRPERSON MICHELS: And you won't

         25  know about them until you put a meter in.
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          2                 COMMISSIONER MIELE: That's absolutely

          3  correct.

          4                 CHAIRPERSON MICHELS: So let's triple

          5  the meter charges.

          6                 COMMISSIONER MIELE: The answer is --

          7                 CHAIRPERSON MICHELS: Until everybody

          8  has a meter, and it is intolerable that certain

          9  people don't have any meters.

         10                 COMMISSIONER MIELE: The answer is we

         11  have gotten now to this point, where of the 800 some

         12  thousand accounts that we have, we only have 30,000

         13  that have said don't put a meter in, don't come near

         14  me.

         15                 CHAIRPERSON MICHELS: That's a lot of

         16  apartments, and it is a lot of water consumption.

         17                 COMMISSIONER MIELE: You look at the

         18  progress over the years, that's a remarkably small

         19  number. Because consider we started out in this

         20  program ten years ago with virtually no meters any

         21  place except in the commercial buildings and in the

         22  one-family buildings that had private water

         23  companies.

         24                 CHAIRPERSON MICHELS: That may be so.

         25  But isn't it intolerable you have 30,000 apartment
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          2  buildings in this City without water meters?

          3                 COMMISSIONER MIELE: My job is to make

          4  sure it is less next year than it is this year, and

          5  the key to this is to try and reduce it as we

          6  maximally can. We believe this is a good tool to use

          7  it, and we will use this tool.

          8                 CHAIRPERSON MICHELS: Well, aren't you

          9  considering raising the surcharge up to try to get

         10  more of them to do it? Is the Water Board

         11  considering that?

         12                 I see a positive shake of the head.

         13                 COMMISSIONER MIELE: We will look at

         14  all options, but we don't want to use an axe until

         15  we find out that we can't --

         16                 CHAIRPERSON MICHELS: The program has

         17  been in here so long and you still have 30,000

         18  buildings there haven't put meters on?

         19                 COMMISSIONER MIELE: Councilman --

         20                 COUNCIL MEMBER LEFFLER: How many

         21  units are those 30,000?

         22                 CHAIRPERSON MICHELS: Yes, how many

         23  units are we talking about?

         24                 COMMISSIONER MIELE: If there is six

         25  families and more, it's 30,000 units, so you can
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          2  figure out the number of units you are dealing with.

          3                 That is the last --

          4                 CHAIRPERSON MICHELS: How many units

          5  do you think you are talking about?

          6                 COUNCIL MEMBER LEFFLER: It could be

          7  hundreds of thousands.

          8                 COMMISSIONER MIELE: It is hundreds of

          9  thousands. It has to be hundreds of thousands,

         10  because we are talking six units and more.

         11                 COUNCIL MEMBER LEFFLER: So, it is a

         12  significant percentage of households still in New

         13  York City --

         14                 CHAIRPERSON MICHELS: Even with this

         15  new program --

         16                 COMMISSIONER MIELE: If you look at

         17  it, you will find out it is middle class and lower,

         18  it is not-for-profit, limited profit, New York City

         19  Housing Authority, the whole realm of what you are

         20  dealing with.

         21                 The people who have a fixed ability

         22  to take money in, okay, and don't want to find

         23  themselves with an unknown number on the outgo, and

         24  clearly we have been whacking away at that number I

         25  think very effectively. You are dealing with a very
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          2  knotty problem and it is a social problem and an

          3  economic problem, as well as a conservation problem.

          4                 CHAIRPERSON MICHELS: Do we have any

          5  idea of what we are losing by way of water

          6  consumption?

          7                 COMMISSIONER MIELE: What we lose?

          8                 CHAIRPERSON MICHELS: By way of water

          9  consumption.

         10                 COMMISSIONER MIELE: We don't lose. We

         11  gain, actually --

         12                 CHAIRPERSON MICHELS: As far as water

         13  is concerned, have they metered and have they done

         14  all of these things that you wanted them to do?

         15                 COMMISSIONER MIELE: There is no

         16  guarantee that if you have got a meter, if you are

         17  capable of paying the bill, that you are going to do

         18  a damn thing about cutting down consumption.

         19                 On the other hand, this program says

         20  that 70 percent of all of the units in the building

         21  have to have low-flow fixtures and have to be set

         22  up.

         23                 CHAIRPERSON MICHELS: There is no

         24  guarantee. If you have a meter in that building and

         25  you see their usage and you are charging way above
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          2  what they are paying now, they are going to do

          3  something, aren't they? They are going to do

          4  something about that leak.

          5                 COMMISSIONER MIELE: Well, keep in

          6  mind that the answer is that that may be so, and if

          7  that is so, then eventually what they will end up is

          8  on the metered program.

          9                 CHAIRPERSON MICHELS: But that is why

         10  we should do everything possible to make sure they

         11  are all metering. And even if that means tripling

         12  the surcharge --

         13                 COMMISSIONER MIELE: If we need to

         14  triple the surcharge --

         15                 CHAIRPERSON MICHELS: Or quadruple it

         16  if they are still making money.

         17                 COMMISSIONER MIELE: Let me put it to

         18  you this way, Councilman. We could probably multiply

         19  the surcharge by ten, okay? I don't know what that

         20  would do, except give you, as the City of New York

         21  can give me, title to those buildings. Now, the key

         22  here is not to drive them out of business.

         23                 CHAIRPERSON MICHELS: We want to put a

         24  meter in, that is what we are trying to get them to

         25  do.
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          2                 COMMISSIONER MIELE: You going to

          3  charge them a flat rate putting in the meter?

          4                 CHAIRPERSON MICHELS: We want them to

          5  put in a meter so we know what the usage is.

          6                 COMMISSIONER MIELE: You are

          7  absolutely correct. That is why we put in the 100

          8  percent surcharge.

          9                 CHAIRPERSON MICHELS: Evidently 100

         10  percent is not enough. They are still not putting

         11  the meters in.

         12                 COMMISSIONER MIELE: We just put that

         13  in place, Councilman. You can't say it is not

         14  effective.

         15                 CHAIRPERSON MICHELS: That is what I

         16  am asking you.

         17                 COMMISSIONER MIELE: The answer is, if

         18  it is not effective -- let me put it to you this

         19  way: If there is 30,000 there, and we get 20,000 of

         20  them to install a water meter with 100 percent

         21  surcharge, and we can't get the other 10 percent to

         22  do it, we may then at that point in time call for

         23  200 percent surcharge.

         24                 CHAIRPERSON MICHELS: That's my point.

         25  I don't care what means you use, but I think we have
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          2  to get them on those meters.

          3                 COMMISSIONER MIELE: Well, the point

          4  is, I said before, you don't use an axe until you

          5  need to. We don't think we need the axe at this

          6  point.

          7                 CHAIRPERSON MICHELS: Well, it seems

          8  to me after all these years have gone by and you

          9  still have 35,000 buildings which aren't metered,

         10  that we need an axe.

         11                 Mr. Leffler, are you finished?

         12                 COUNCIL MEMBER LEFFLER: I think we

         13  ought to look into this program further because I,

         14  myself, am not at all convinced that this is a

         15  program that -- I mean, what we have is an

         16  unsubstantiated assertion that if you continue the

         17  current system requiring metering, building after

         18  building will go into default, and I see no evidence

         19  of that.

         20                 CHAIRPERSON MICHELS: Commissioner,

         21  can we get --

         22                 COMMISSIONER MIELE: Let me make one

         23  point before I forget.

         24                 CHAIRPERSON MICHELS: Please, go

         25  ahead.
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          2                 COMMISSIONER MIELE: Since we put the

          3  surcharge into effect, the number of people who have

          4  refused to install a meter accounts has dropped from

          5  90,000 to 30,000.

          6                 CHAIRPERSON MICHELS: Over what period

          7  of time?

          8                 COMMISSIONER MIELE: This year.

          9                 CHAIRPERSON MICHELS: This year?

         10                 COMMISSIONER MIELE: Since July 1 of

         11  last year.

         12                 CHAIRPERSON MICHELS: Oh, that's good.

         13                 But do we --

         14                 COMMISSIONER MIELE: The point is, if

         15  that is effective, and I think there will be other

         16  people who frankly haven't woken up yet to the fact

         17  that they are paying this premium, because it may be

         18  going through a mortgage company that hasn't drifted

         19  down to the individual who is responsible for the

         20  property, I think you will see more of those, and we

         21  do see them every day.

         22                 CHAIRPERSON MICHELS: Could we get the

         23  studies that were made by the Water Board, as to

         24  where what -- have you done some studies as to what

         25  is going to happen by way of conservation, what is

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            77

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2  going to happen by way of costs? There must be some

          3  studies or models that you use in projecting what is

          4  going to happen in this program, so that we can help

          5  you avoid unintended consequences. Because we are on

          6  the same plane here --

          7                 COMMISSIONER MIELE: We will give you

          8  all we have got.

          9                 CHAIRPERSON MICHELS: And we want to

         10  conserve water.

         11                 COMMISSIONER MIELE: Not a problem.

         12                 CHAIRPERSON MICHELS: We would like to

         13  know what type of studies have been made, can you

         14  tell us about the studies now? I am sure they were

         15  presented at that hearing too.

         16                 Just tell us in general and give us

         17  copies for us to study, because I want to turn it

         18  over to our Finance Unit.

         19                 Because you have got all of the

         20  information on this. We have no information other

         21  than what we read in the New York Times.

         22                 MR. KUSTERBECK: Mr. Chairman, over

         23  the last -- since we began the universal metering

         24  program, we have done a number of studies. There was

         25  the Speedwell Study, going back 1992 or so, that
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          2  particular study indicated that about a 40 percent

          3  of the multiple family buildings would pay charges

          4  of $600 or more per dwelling unit on a metered

          5  basis. Some of them going up well in excess of

          6  $1,000 per dwelling unit.

          7                 The toilet rebate program, we had 550

          8  buildings that we monitored that had taken advantage

          9  of the toilet rebate program. We did that study in

         10  1996, and that indicated that about 28 percent of

         11  the multiple family buildings would pay average

         12  charges per dwelling unit in excess of $500. Again,

         13  some of them 10 to 15 percent, approaching $1,000

         14  per dwelling unit and more.

         15                 That particular segment of the

         16  Housing industry, is really the segment that will be

         17  advantaged by this program. Most of our research,

         18  and we have discussed this before, also indicates

         19  that about two-thirds of the multiple family

         20  buildings are better off on the meter.

         21                 CHAIRPERSON MICHELS: Instead of going

         22  into all of the detail on these studies, could you

         23  give us copies of the various studies you used to

         24  put this program in effect?

         25                 MR. KUSTERBECK: Yes.
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          2                 CHAIRPERSON MICHELS: And let us take

          3  a look at it, and let us submit it to our Finance

          4  people and maybe we can be helpful.

          5                 But as I said before, our main

          6  concern is that we don't do anything that is going

          7  to lose us water. We are here to conserve water,

          8  which is the main purpose of this program, and if we

          9  can help our people to be able to comply with that,

         10  and, again, still conserve water, it is fine.

         11                 COMMISSIONER MIELE: The answer is, we

         12  both believe, I think both the Council and ourselves

         13  believe conservation is the prime issue here. All of

         14  this is designed to drive down the amount of gallons

         15  of water we provide and obviously the amount of

         16  gallons of water we clean through the wastewater

         17  treatment plants.

         18                 And at the same time, we want to do

         19  that in a knowledgeable way. We want to know that we

         20  are doing it without creating any major dislocation.

         21                 At the same time, we are not

         22  interested, and I agree with Council Member Leffler,

         23  we are not interested in providing a subsidy. The

         24  one subsidy we did was in the low-flow toilet

         25  program, that's over. We have considered a low-flow
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          2  toilet program, and we may look at a low-flow toilet

          3  program again, but the bottom line is we are moving

          4  towards compliance with metering and towards

          5  compliance with reducing the amount of water that is

          6  used in the normal course of business, I think we

          7  are headed in the right direction on all fronts.

          8                 CHAIRPERSON MICHELS: That's what we

          9  want to be sure of too.

         10                 COMMISSIONER MIELE: Yes.

         11                 CHAIRPERSON MICHELS: Mr. Fiala is not

         12  here.

         13                 Council Member Marshall.

         14                 COUNCIL MEMBER MARSHALL: Thank you.

         15                 You mentioned NYCHA, the New York

         16  City Housing Authority. Are all of the Housing

         17  Authority buildings on metering?

         18                 COMMISSIONER MIELE: They have all

         19  agreed -- let's put it this way, we have an

         20  agreement with the New York City Housing Authority

         21  that they will install at their own expense meters

         22  in all of their buildings. They are well on their

         23  way to doing that, we are very comfortable with

         24  their progress so far.

         25                 COUNCIL MEMBER MARSHALL: So they are
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          2  still part of the 30,000 that have not --

          3                 COMMISSIONER MIELE: No, they are not

          4  part of the 30,000.

          5                 COUNCIL MEMBER MARSHALL: All right.

          6                 COMMISSIONER MIELE: They are outside

          7  the 30,000.

          8                 COUNCIL MEMBER MARSHALL: First of

          9  all, I commend the Department for attempting to deal

         10  with this problem of multi-family units, especially

         11  over six. Because it is a problem and it has been

         12  presented to us by the landlords, no question about

         13  it, but it is also not helping us to conserve water,

         14  and we knew this process wasn't going to be easy, so

         15  I am glad that you are not allowing things to just

         16  remain status quo, but you are still attempting to

         17  control it.

         18                 I mean, in my house, I have my

         19  toilets, my showerhead, both of those are under low

         20  usage, low water usage, and I think that if we can

         21  get those in 70 percent of the apartments in a

         22  building, I think that would be helpful. Because the

         23  real goal here is to conserve water.

         24                 Now, I heard about the transition

         25  period, et cetera, but I think in general it is a
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          2  good move, maybe we need to sharpen the edges here

          3  or there, but I think it is a good idea.

          4                 I am particularly concerned, and I am

          5  concerned about those buildings in low-income areas

          6  that do get abandoned, and even though we have an in

          7  rem process, it doesn't seem to be healing anything

          8  where we sell the in rem packages.

          9                 So, that if we could do something to

         10  improve the plumbing in those buildings, and in

         11  improving we would have to put in low water usage

         12  plumbing fixtures, I think it will be helpful. But I

         13  do feel that our main goal here is to conserve

         14  water. And as I said, I think that this is another

         15  attempt to make it even more effective.

         16                 COMMISSIONER MIELE: We think it is

         17  going to be a successful attempt. And by the way, I

         18  would like to make one little quote out of that

         19  article I showed you in Scientific American I saw

         20  before. In the final paragraph they say, "although

         21  the City's population continues to grow, per person

         22  water use in New York City dropped from 195 to 169

         23  gallons a day, between 1991 and 1999." I am very

         24  pleased to tell you that trend is continuing, and

         25  they continue on to say, "From all indications, this
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          2  trend is following its upward path."

          3                 COUNCIL MEMBER MARSHALL: Now, just

          4  one other part. This program, though, is going to

          5  require inspectors. How are we doing in the

          6  inspector department?

          7                 COMMISSIONER MIELE: We have our own

          8  inspectors and we are comfortable, since we don't

          9  have to inspect a building until the owner notifies

         10  us, it is prepared to be inspected, we need one

         11  inspector to go out and take a look at a building

         12  and an inspector can look at a number of buildings

         13  in a day, unless it is an enormous building, and

         14  frankly, if it is an enormous building, it is still

         15  a good opportunity, because it is an enormous number

         16  of gallons of water that are going to be done.

         17                 But basically we will set it up, we

         18  will go out and have it done, and it will be done by

         19  a contract as we start out. If we get overwhelmed,

         20  there will be an ability to bring other people in

         21  from the outside to act for the City, and I expect

         22  that within a short period of time we will be able

         23  to handle it internally.

         24                 COUNCIL MEMBER MARSHALL: Now, let me

         25  just ask you another question.
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          2                 If a landlord is paying according to

          3  frontage, do you go in and inspect his building to

          4  see what kind of fixtures are in it? Do you have any

          5  way of going into his building?

          6                 COMMISSIONER MIELE: No, we --

          7                 COUNCIL MEMBER MARSHALL: So this

          8  gives you another opportunity to really get in and

          9  find out what is going on?

         10                 COMMISSIONER MIELE: Yes. It also

         11  gives us something else, that even if we could get

         12  into a furnished building now, that we get extra,

         13  and that is the fact that if I got into a frontage

         14  building, all I could really do is count the

         15  fixtures. Because that is what the frontage bill is

         16  based upon within the building itself.

         17                 But I've got a meter in the building,

         18  and I have seen the building at a point in time when

         19  it has got low-flow toilets in it, and it has got

         20  all of those leaks taken care of, and I know what

         21  the baseline or the usage should be in that building

         22  based upon the occupancy load that is in their now.

         23  If we then see a spike of ten or 15 percent, as we

         24  read the meter, even though we are not building on

         25  the meter, we will go back and reinspect to find out
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          2  why the usage has gone up in that kind of a pattern.

          3                 So, we will get much more statistical

          4  data, about six-family and up, that we have ever

          5  been able to get in the past, and that is a very,

          6  very important tool in water conservation.

          7                 COUNCIL MEMBER MARSHALL: Thank you.

          8                 CHAIRPERSON MICHELS: Council Member

          9  Fiala.

         10                 COUNCIL MEMBER FIALA: Commissioner,

         11  we can run through, I have three questions, and I am

         12  sorry I have to run in and out, I have a vote next

         13  store, to piggy-back on Council Member Marshall's

         14  question, I take it then that certification for

         15  low-flow fixtures will be signed off by DEP

         16  officials or those hired by DEP, there is no

         17  self-certification involved?

         18                 COMMISSIONER MIELE: That's correct.

         19                 COUNCIL MEMBER FIALA: And for some,

         20  you know, property owners this is a big decision,

         21  and calculating the cost benefit analysis is not an

         22  easy thing to do. I assume you will have in place

         23  some kind of an assistance program to help these

         24  property owners calculate what is in their best

         25  interests, or if they have questions, or how does
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          2  that work?

          3                 COMMISSIONER MIELE: No, we won't

          4  actually. Because most of these people, they have

          5  their own accounts and, frankly, they can see their

          6  own bills.

          7                 What we are giving them once we put a

          8  meter in, and keep in mind, they have got three

          9  years to opt into this program or not, once they put

         10  the meter in, actually presuming they put the meters

         11  in quickly. The longer they dilly-dally on putting

         12  in the meter, the less time they will have to make

         13  the transition.

         14                 The bottom line is they will have a

         15  couple of seasons to run through to determine how

         16  much they would be paying under a meter, and they

         17  know what they will be paying, because we are

         18  telling them in the program they are paying $424 per

         19  unit. So they will know precisely what they are

         20  dealing with as they go.

         21                 Interestingly enough, we believe that

         22  there is a percentage of those people, who even

         23  though they might save more money, by getting into

         24  the metered program, might opt to go into this

         25  program instead at $424, because then it guarantees
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          2  them that they are not going to get any unhappy

          3  surprises by the bill going up over the 424.

          4                 So, if they had to pay the metered

          5  bill, whatever the metered bill it is, so, if it

          6  went up 20 percent, they would be stuck with paying

          7  that extra 20 percent, whereas even if they are

          8  paying a little bit of a premium, assume that their

          9  average, that they are paying somewhere in the

         10  neighborhood of $360, $350 a unit, they now pay

         11  $424, they are paying that extra money as a

         12  guarantee that they will always have the 424, plus

         13  whatever the annual cost of increase it is, and

         14  never get any real surprises that are jumped up 50

         15  percent.

         16                 So, I suspect that there will be a

         17  percentage of people who are at the cutting edge, if

         18  you will, who may say, you know what? I would rather

         19  have the insurance policy, I will take the 424 and

         20  the program.

         21                 COUNCIL MEMBER FIALA: Okay.

         22                 CHAIRPERSON MICHELS: The 424 is for

         23  the first --

         24                 COMMISSIONER MIELE: That's correct.

         25                 But they know that --
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          2                 CHAIRPERSON MICHELS: Not a ceiling or

          3  a base.

          4                 COMMISSIONER MIELE: No. Absolutely

          5  correct, and it will be adjusted as we see that it

          6  makes sense or doesn't make sense as we go along.

          7                 COUNCIL MEMBER FIALA: In 1999, the

          8  Water Board implemented the surcharge, which we have

          9  talked fairly extensively about here, and I believe

         10  in one hearing DEP indicated that the income derived

         11  from that surcharge could be hundreds of millions of

         12  dollars in surplus money for the Water Board. That

         13  gives the Board the opportunity to do a number of

         14  things, most importantly, and I hope it will give

         15  consideration to lower rates across the Board.

         16                 But I would also suggest that the

         17  Board consider the impact that these -- what do we

         18  call them, low flow?

         19                 COUNCIL MEMBER MARSHALL: Plumbing

         20  fixtures.

         21                 COUNCIL MEMBER FIALA: Yes. Fixtures

         22  will have on small property owners. You should look

         23  at your highly successful rebate program that you

         24  had with toilets, and clearly, if there is excess

         25  revenue coming in because of this penalty, that is
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          2  what the surcharge is, we should try to provide some

          3  kind of an incentive-based program to help those who

          4  might have a difficult time in paying for this. So,

          5  I would urge you to do that.

          6                 In addition, I would say this: It

          7  seems like you have a management indicator, you said

          8  since the adoption of this surcharge, the number of

          9  buildings or units has gone from 90,000 to 30,000,

         10  so clearly that is an astonishing number in a course

         11  of a year. And we are moving in the right direction,

         12  and I think this notion of conservation is finally

         13  taking hold in large pockets of our city.

         14                 Can I ask what was the surplus for

         15  the first year of the program?

         16                 COMMISSIONER MIELE: Well, let's put

         17  it this way: We billed $118 million. We have

         18  collected so far, that is in the surcharge, so far

         19  we have collected less than 50 percent of that,

         20  about $50 million.

         21                 Now, keep in mind, there is a

         22  percentage of our buildings that are on frontage who

         23  have not been paying their bills, okay? Because

         24  there isn't enough money coming in the building

         25  itself for them to be able to pay their water and
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          2  sewer charges, as well as their other charges. They

          3  have to pay the mortgage, or they are going to find

          4  the building taken back.

          5                 There is a bill that they don't pay

          6  that is going to be the water and sewer bill, and we

          7  are not at the point where we are taking buildings,

          8  although if the building is in rem with respect to

          9  real estate, we do, and if they are in rem, as far

         10  as we are concerned, where they are remiss in their

         11  bills, the --

         12                 CHAIRPERSON MICHELS: I think there is

         13  legislation. I remember something happening recently

         14  where we are letting them --

         15                 COMMISSIONER MIELE: We have not

         16  gotten that authority yet.

         17                 CHAIRPERSON MICHELS: So you don't

         18  have it yet --

         19                 COMMISSIONER MIELE: We are still tied

         20  to the Department of Finance and real estate --

         21                 CHAIRPERSON MICHELS: But I think it

         22  was presented that they don't have to have to be

         23  remiss in their real estate tax in order to be able

         24  to --

         25                 COMMISSIONER MIELE: We would love to
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          2  see that pass.

          3                 CHAIRPERSON MICHELS:-- Put in a tax

          4  lien, prepare you to pay the water and sewer fees.

          5                 COMMISSIONER MIELE: Yes, we would

          6  love to see that pass.

          7                 Right now, again, if this is a

          8  housing provider of last resort, a not-for-profit

          9  housing provider. You know, in our own minds we have

         10  to look at this thing and see whether it is the

         11  lesser of two evils to basically continue on where

         12  we are going, or try to fork out some ability to

         13  make things easier for the people who have the

         14  biggest need.

         15                 CHAIRPERSON MICHELS: Nor are we

         16  telling you that you should foreclose.

         17                 COMMISSIONER MIELE: I appreciate

         18  that, and I thank you for that.

         19                 CHAIRPERSON MICHELS: Because this is

         20  the situation, and it is not-for-profit and they are

         21  providing a service.

         22                 COUNCIL MEMBER FIALA: Does the Board

         23  have the ability to assign those surplus dollars or

         24  the certainty surplus dollars which are surcharge

         25  dollars which are surplus dollars toward some kind

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            92

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2  of an incentive-based program, like a rebate

          3  program?

          4                 COMMISSIONER MIELE: Yes, we could.

          5  The Board has the right to do that. The Board has

          6  the right to use it to generally reduce.

          7                 Let me add one other thing. We have

          8  already brought in, as I said, about 50 to 60

          9  million, it is under 50 percent. Keep in mind,

         10  though, that there are some people out there saying

         11  hey, wait a minute, I paid the surcharge because you

         12  billed me for it, but I really wasn't supposed to

         13  because I had already told you to put in a meter and

         14  we are finding some of those, so we are going to

         15  return some of that money. In fact, I saw one today

         16  on an e-mail where the individual indicated to me

         17  that they had a certified mail return receipt

         18  requested letter, and they had paid the surcharge.

         19  In fact, I made a copy of it because, obviously, I

         20  have got to go back and see that that money gets

         21  returned to them.

         22                 But the bottom line is, at the end of

         23  the year, if there is any surplus built into the

         24  program, it will be accounted for in the following

         25  year's budget, and it will be used as monies that
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          2  can be used for reducing either overall rates, or

          3  for subsidizing some other program that might make

          4  sense, like a toilet rebate program.

          5                 COUNCIL MEMBER FIALA: Well, I would

          6  urge that you do a combination of the two. Thank

          7  you.

          8                 CHAIRPERSON MICHELS: I would urge

          9  that considering the rates are going up, that we

         10  keep the rates as low as we can.

         11                 COMMISSIONER MIELE: Again, keep in

         12  mind that last year's rate was a one percent

         13  increase. I think we are doing pretty well, as this

         14  Committee has seen, if you take a look at the

         15  numbers, we have brought the percentages down

         16  dramatically, we are still below the average cost

         17  for water and sewer in the United States, well below

         18  that cost, and we are comfortable keeping it there.

         19  And I think I have also told you in the past that

         20  the EPA has indicated to us they would like us to

         21  raise the rates just so that we would have more

         22  money to do more things to keep the EPA happy, and

         23  we have been moving along as we have in past,

         24  smiling at them, saying thank you but no thank you.

         25                 CHAIRPERSON MICHELS: Mr. Sabini.
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          2                 COUNCIL MEMBER SABINI: Thank you, Mr.

          3  Chairman. I just have one question. It may have been

          4  in your testimony, although I read it and I didn't

          5  see the answer.

          6                 The 38,000 number that was mentioned

          7  in the Times article, like the number of unmetered

          8  residences in September of last year, what

          9  percentage have applied to participate in the

         10  program now?

         11                 COMMISSIONER MIELE: Well, since we

         12  are down to 30,000, obviously 8,000 of those, and

         13  eight over 30,000 is about 30 percent.

         14                 COUNCIL MEMBER SABINI: I didn't hear

         15  the 30,000 numbers though.

         16                 COMMISSIONER MIELE: Thirty-thousand

         17  accounts left that basically are saying stay away

         18  from us.

         19                 COUNCIL MEMBER SABINI: Okay, thank

         20  you.

         21                 CHAIRPERSON MICHELS: Is there any

         22  thought about changing the 70 percent and going

         23  higher, maybe not now but in the future?

         24                 COMMISSIONER MIELE: We have

         25  historically used the old programs, the toilet
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          2  rebate programs.

          3                 CHAIRPERSON MICHELS: Seventy percent

          4  in compliance with low-flow fixtures?

          5                 COMMISSIONER MIELE: Yes. And the

          6  answer is, again, it is sometimes very difficult for

          7  a landlord to get in there.

          8                 CHAIRPERSON MICHELS: That's a huge

          9  amount, as I said before --

         10                 COMMISSIONER MIELE: I think if you

         11  get out and talk to managers --

         12                 CHAIRPERSON MICHELS: You know, of

         13  course, that is grounds for an action in the

         14  Landlord and Tenant Court, if you are not allowing

         15  access. They have no hesitancy, most landlords have

         16  no hesitancy --

         17                 COMMISSIONER MIELE: We have the

         18  ability to show a badge. The answer is in most cases

         19  you need a warrant to get into a building. The

         20  landlord has greater trouble getting into a building

         21  than we do. I mean, it is pretty clear if there is a

         22  problem between the landlord and a particular

         23  tenant, it's going to be a battle and a battle to

         24  the death. You know, the tenant sits in the building

         25  as his castle and you can't penetrate it.
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          2                 CHAIRPERSON MICHELS: I still don't

          3  believe that 30 percent is the correct number.

          4                 COMMISSIONER MIELE: Again, the answer

          5  --

          6                 CHAIRPERSON MICHELS: I am not saying

          7  it should be 100 percent, but 30 percent certainly

          8  is a very high --

          9                 COMMISSIONER MIELE: I think what we

         10  will do is we will look at that as we go along and

         11  see what happens.

         12                 We are comfortable if this will work

         13  -- keep in mind, if it is 100 percent, it means

         14  that the capital improvement that the landlord must

         15  put into the building has just gone up from 70 to

         16  another 30, it's almost another 40 percent, because

         17  they have to put the capital improvement in to stop

         18  the leaks.

         19                 CHAIRPERSON MICHELS: These are

         20  generally low-income, high density buildings?

         21                 COMMISSIONER MIELE: Generally, yes.

         22                 CHAIRPERSON MICHELS: They are usually

         23  rent stabilized buildings?

         24                 COMMISSIONER MIELE: Yes.

         25                 CHAIRPERSON MICHELS: Stabilizing
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          2  rents are going up?

          3                 COMMISSIONER MIELE: The answer is --

          4                 CHAIRPERSON MICHELS: And I argued

          5  many times unjustified.

          6                 COMMISSIONER MIELE: Councilman,

          7  Chairman, if there was an ability for a landlord to

          8  recover that in a rental, I think you would have

          9  seen these people do this in a heartbeat. The

         10  problem is there isn't that.

         11                 CHAIRPERSON MICHELS: I am being told

         12  that you can't get an MCI increase, and I am saying

         13  to you that every year we see an increase in the

         14  rent stabilized rents, and it is very hard in my

         15  mind to justify some of those increases. And some of

         16  this money could be going to that.

         17                 COMMISSIONER MIELE: Fortunately, that

         18  is not my problem, and it is not my job.

         19                 But the answer is we think this works

         20  for water.

         21                 CHAIRPERSON MICHELS: I am just

         22  informing you, don't have too much sympathy, because

         23  they are getting the money.

         24                 COMMISSIONER MIELE: Okay.

         25                 CHAIRPERSON MICHELS: And I think we
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          2  need their cooperation to do more conservation of

          3  water.

          4                 Plus the fact I anticipate testimony

          5  here and some sympathy to trying to help them along

          6  in being able to afford to put these fixtures in for

          7  the City.

          8                 COMMISSIONER MIELE: We will consider

          9  the information that you get here. Obviously, as we

         10  go forward we will be looking into everything and

         11  anything that's --

         12                 CHAIRPERSON MICHELS: Now, subsequent

         13  to the implementation of this program, and where you

         14  do your initial investigation to see if they are in

         15  compliance with all of the criteria of the program,

         16  what is your idea of auditing subsequently and

         17  inspections subsequently?

         18                 COMMISSIONER MIELE: Well, there are

         19  two points, one of them that I think we have to

         20  consider, and I don't think we have really reached

         21  closure on that yet, the first one, of course, is,

         22  we will send an inspector down and we will take a

         23  look at the building after the indicator -- the

         24  property owners indicated that he is in compliance.

         25  And that inspection will include actually a
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          2  visualization of every single one of the elements

          3  that he is required to have.

          4                 CHAIRPERSON MICHELS: Including the

          5  meter to see whether --

          6                 COMMISSIONER MIELE: Including the

          7  meter. Of course, we will know that because you have

          8  to get a permit from us to install the meter.

          9                 Now, once that happens we will get a

         10  meter reading.

         11                 So, we will get a notice from that

         12  point on, whether the flow through the building is

         13  going up, remaining stable or going down.

         14                 If it goes up, that will immediately

         15  trigger a visit from us, because we will want to

         16  know why it is going --

         17                 CHAIRPERSON MICHELS: How often are

         18  you going to monitor these meters.

         19                 COMMISSIONER MIELE: We read the

         20  meters quarterly.

         21                 CHAIRPERSON MICHELS: You will read

         22  them quarterly. And as your intention or your

         23  successor to your intention --

         24                 COMMISSIONER MIELE: I am not leaving

         25  yet.
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          2                 CHAIRPERSON MICHELS: Neither are we.

          3                 Is that it would be --

          4                 COMMISSIONER MIELE: I am not term

          5  limited, Councilman.

          6                 CHAIRPERSON MICHELS: Yes, you are.

          7                 FIRST DEPUTY COMMISSIONER CHAPIN:

          8  Councilman, I just wanted to add that what we are

          9  thinking about at this time is basically setting a

         10  computer program that will trigger and kick out

         11  anybody that is over a certain level, and then we

         12  will --

         13                 COMMISSIONER MIELE: That's easy. The

         14  hard one, though, is there is another requirement in

         15  that, and that is while you have to have 70 percent

         16  minimum, as apartments go vacant, they must get

         17  low-flow --

         18                 CHAIRPERSON MICHELS: That's part of

         19  the program.

         20                 COMMISSIONER MIELE: -- Installed.

         21  That is going to be a little bit different one. Now,

         22  that should indicate a lower consumption as time

         23  goes by, and how and when we will inspect those is

         24  pretty much up in the air still, we haven't made up

         25  our mind how to handle that.
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          2                 CHAIRPERSON MICHELS: As much as I am

          3  against vacancy decontrol, this is one of the few

          4  arguments I have for it.

          5                 What about co-ops and condominiums?

          6  Are they involved in this program?

          7                 COMMISSIONER MIELE: The answer is

          8  yes.

          9                 CHAIRPERSON MICHELS: I thought so.

         10                 COMMISSIONER MIELE: Anything six

         11  units and over is involved.

         12                 CHAIRPERSON MICHELS: Okay.

         13                 COMMISSIONER MIELE: One of the

         14  advantages there, by the way, one of the groups

         15  generally has the ability to get the capital to make

         16  the improvement and doesn't have a problem with it.

         17                 CHAIRPERSON MICHELS: Well, that's

         18  your argument why this is going to affect mostly

         19  low-income and high-density buildings, if I am not

         20  mistaken.

         21                 Do we have a mapping out of these

         22  buildings that you anticipate will participate in

         23  this program?

         24                 COMMISSIONER MIELE: You mean the

         25  locations of where they are?
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          2                 CHAIRPERSON MICHELS: Yes, and the

          3  addresses and the locations?

          4                 COMMISSIONER MIELE: I don't think we

          5  have prepared a chart by that, because, again, we

          6  are talking about 30,000, but the answer is we

          7  probably could. I don't know how much administrative

          8  time it would take to do that.

          9                 CHAIRPERSON MICHELS: You have the

         10  numbers though.

         11                 COMMISSIONER MIELE: You could

         12  probably visualize them yourselves, because, again,

         13  most of them are going to be in the areas, you are

         14  talking about middle income and lower and those are

         15  pretty sociogeographically laid out in the City as

         16  we speak, you pretty much know where they are going

         17  to be.

         18                 CHAIRPERSON MICHELS: I don't want to

         19  make any more work than you already have done, but I

         20  do think it would be a good idea for us to get the

         21  figures, maybe on a boroughwide basis.

         22                 COMMISSIONER MIELE: Once we get units

         23  into the program, we will be able to tell you where

         24  those are.

         25                 CHAIRPERSON MICHELS: What I would
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          2  like to know is the figures of the buildings which

          3  are not --

          4                 COMMISSIONER MIELE: You are talking

          5  about the 30,000 buildings.

          6                 CHAIRPERSON MICHELS: -- And will go

          7  into the program, and will participate in this

          8  program.

          9                 COMMISSIONER MIELE: I will go back

         10  and ask the staff to see if there is any realistic

         11  way we can do that.

         12                 CHAIRPERSON MICHELS: In other words,

         13  we want to be able to monitor --

         14                 COMMISSIONER MIELE: Absolutely.

         15                 CHAIRPERSON MICHELS: I don't want to

         16  have to have a hearing every year or so to do this.

         17                 COMMISSIONER MIELE: Well, we can give

         18  you addresses because we know the accounts are on

         19  frontage, I mean that we can do. I can give you a

         20  list, but in order to turn that list into a map, I

         21  don't know what would be --

         22                 CHAIRPERSON MICHELS: I don't need a

         23  map.

         24                 COMMISSIONER MIELE: Well, if you need

         25  a list, that I can give you.
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          2                 CHAIRPERSON MICHELS: I would like to

          3  be able to monitor the progress we have been making.

          4                 You say you went from 90,000 to

          5  30,000 apartments.

          6                 COMMISSIONER MIELE: Yes. We will give

          7  you the addresses, block and lot of those 30,000

          8  units.  That's not a problem. That's a computer run.

          9                 CHAIRPERSON MICHELS: What I would

         10  like from you also, because you are going to have a

         11  running total of that, could you give us

         12  periodically, maybe on a monthly or a two-month

         13  basis --

         14                 COMMISSIONER MIELE: Sure. As that

         15  changes?

         16                 CHAIRPERSON MICHELS: What kind of

         17  progress we are making in reducing that 30,000.

         18                 COMMISSIONER MIELE: No problem.

         19                 CHAIRPERSON MICHELS: And are there

         20  any difficulties coming up, because we would like to

         21  work on this.

         22                 COMMISSIONER MIELE: Well, I mean, I

         23  think it is fairly obvious to me, I think it would

         24  be fairly obvious to most people that as we get

         25  closer and closer to zero, we are going to get
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          2  closer and closer --

          3                 CHAIRPERSON MICHELS: My final

          4  question to you on this is, since we are looking for

          5  maximum participation in this program, if we approve

          6  of the program, if we think the program is going to

          7  work, and that is to see to it that the buildings

          8  need, the mom and pop buildings, you indicated that

          9  you are not prepared to help anyone, it seems to me

         10  you, and perhaps the Department of Finance, would do

         11  well to try to help these buildings which are among

         12  the 30,000 which have difficulty determining that

         13  they should go into the program or not.

         14                 I mean, we believe in the program but

         15  you are trying to get everybody to participate in

         16  the program.

         17                 COMMISSIONER MIELE: Well, I think we

         18  want to get everybody to participate in the program

         19  until we get down to a hard core look at us and say,

         20  you know, we don't think we are going to be able to

         21  benefit by this, and then we may have to think of

         22  something else.

         23                 CHAIRPERSON MICHELS: So then maybe we

         24  will have to.

         25                 COMMISSIONER MIELE: That is why this
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          2  program came out.

          3                 CHAIRPERSON MICHELS: If you determine

          4  after we fully implemented this program that in fact

          5  we are not conserving water --

          6                 COMMISSIONER MIELE: I don't think

          7  that is an issue.

          8                 CHAIRPERSON MICHELS: No, I am just

          9  saying if.

         10                 COMMISSIONER MIELE: There is no way

         11  that the usage of water can go up under this

         12  program, it can only go down and dramatically, and I

         13  think that is going to come out of it as a windfall.

         14                 Now, I do want to give you one

         15  caveat. If people keep the simplistic feeling that

         16  if you reduce the amount of water you use, you

         17  reduce the cost. It doesn't work like that.

         18                 There is a certain course to

         19  operating the water sewer plant.

         20                 CHAIRPERSON MICHELS: I understand.

         21                 COMMISSIONER MIELE: There is a

         22  certain cost to operating the water and sewer plant,

         23  and I would just like to put it on the record. And

         24  the answer is, the fact that you get everybody on

         25  the metering, get everybody paying, doesn't mean
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          2  necessarily you can reduce the bills.

          3                 CHAIRPERSON MICHELS: Nor is that the

          4  objective here.

          5                 COMMISSIONER MIELE: That is exactly

          6  correct. Conservation, good engineering, good

          7  stance.

          8                 CHAIRPERSON MICHELS: That's why the

          9  question I asked, which you anticipated by saying it

         10  is not going to happen, is if in the long shot,

         11  million to one odds that we are not conserving

         12  water, are we prepared to go back to the table and

         13  try to change --

         14                 COMMISSIONER MIELE: Given the fact

         15  that one of our major aims is water conservation,

         16  the answer is we certainly would rethink a program

         17  that went the other direction.

         18                 I cannot consider any possibility

         19  that we could possibly --  I mean, we are going to

         20  save literally millions of gallons of water with

         21  this program on a daily basis, there is no question

         22  in my mind about it. And it's a permanent for all

         23  time --

         24                 CHAIRPERSON MICHELS: You said that

         25  was one of your major aims, what is your other major
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          2  aim?

          3                 COMMISSIONER MIELE: Well, one of my

          4  main things is to keep the water and sewer bills

          5  down as low as possible.

          6                 The third thing is to keep the

          7  federal government contented with the progress that

          8  we are moving forward in improving the quality of

          9  the water in the receiving waters around the City of

         10  New York.

         11                 The fourth one is improving the

         12  environment in the City.

         13                 CHAIRPERSON MICHELS: I am not talking

         14  about -- I am talking about this program.

         15                 COMMISSIONER MIELE: Well, in this

         16  program the main aim is to reduce the gallonage

         17  going through the system.

         18                 CHAIRPERSON MICHELS: Right.

         19                 Thank you very much. Does anyone have

         20  any other questions?

         21                 COMMISSIONER MIELE: Always a pleasure

         22  to be here.

         23                 CHAIRPERSON MICHELS: We are joined by

         24  another member of the Committee, Council Member

         25  Boyland from Brooklyn.
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          2                 Thank you very much, everyone. I

          3  appreciate it.

          4                 COMMISSIONER MIELE: We are excused?

          5                 CHAIRPERSON MICHELS: I would

          6  appreciate it if you would have someone hang around,

          7  you usually do.

          8                 COMMISSIONER MIELE: Absolutely. We

          9  are as interested in the input as --

         10                 CHAIRPERSON MICHELS: The next witness

         11  should be very interesting, Frank Ricci of the Rent

         12  Stabilization Association.

         13                 COMMISSIONER MIELE: There you go.

         14                 CHAIRPERSON MICHELS: Frank.

         15                 Good morning, Mr. Ricci.

         16                 MR. RICCI: Thank you, Mr. Chairman,

         17  members of the Committee.

         18                 CHAIRPERSON MICHELS: We welcome you,

         19  and we are always looking forward to your testimony.

         20  I am sure you will not disappoint us.

         21                 MR. RICCI: My name is Frank Ricci, I

         22  am the Director of Government Affairs for the Rent

         23  Stabilization Association.

         24                 I am not going to repeat a lot of

         25  what was said in the last two hours of this hearing,
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          2  although we agree with most of it. The RSA does

          3  represent over 15,000 building owners, which

          4  represents about a million units of housing in this

          5  City, and we do support DEP's, or the Water Board's

          6  intention, to institute this new billing program on

          7  the fixed rate basis.

          8                 CHAIRPERSON MICHELS: You probably

          9  represent a lot of those 35,000 apartment buildings

         10  that they are seeking to put into the program.

         11                 MR. RICCI: We have had a growing

         12  number of not-for-profits and tenant organized

         13  building managers become members of organization in

         14  the last five or six years, so to the extent that

         15  those type of owners and managers are represented in

         16  the group that the Commissioner talked about, yes.

         17  And then we also have a lot of the low-income

         18  building owners, private building owners.

         19                 CHAIRPERSON MICHELS: How many of your

         20  members do you think will participate in this

         21  program as it exists now?

         22                 MR. RICCI: I think a significant

         23  amount of the smaller ones will over time. But if I

         24  could just repeat what the Commissioner was saying,

         25  there is a real fear out there amongst smaller
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          2  building owners with small rent rolls about water

          3  meters going in the building, and early on, I know

          4  Councilman Leffler left, but he was right, we went

          5  to him when he was the Chair of this Committee 15

          6  years ago and told him our fears about having water

          7  meters put in, and those fears were realized in the

          8  early years, and there were many buildings in low

          9  income areas, that when they first had a meter put

         10  in, the bills were astronomical.

         11                 CHAIRPERSON MICHELS: We know there

         12  were a lot of mistakes in the meters.

         13                 MR. RICCI: There was a lot of

         14  mistakes in the billing, but usage was also a major

         15  problem, which is why I think in 1992, as Mr.

         16  Kusterbeck mentioned, they instituted a transition

         17  program to allow those buildings to stay on a

         18  frontage basis.

         19                 CHAIRPERSON MICHELS: Do you think

         20  this program will attract many of the members who

         21  have not participated previously?

         22                 MR. RICCI: I think it will, but only

         23  if -- the one problem, which is outlined in my

         24  testimony, is the requirement that 70 percent of the

         25  fixtures in the building be low-flow fixtures, and
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          2  for those low-income owners and managers right now

          3  who don't have the cash flow to go in on their own

          4  and replace 70 percent of the fixtures, they are not

          5  going to be able to enter this program unless they

          6  have some help, and I heard Councilman Fiala say,

          7  and the Commissioner reiterate that they are

          8  considering a revised version of the toilet retrofit

          9  program, and that is really the essence of my

         10  testimony here today, to ask for that and to support

         11  that because we think that is an essential element

         12  to make this successful --

         13                 CHAIRPERSON MICHELS: I know it is

         14  hard for you to say, but I need also to ask that

         15  question.

         16                 MR. RICCI: Then I support what

         17  Councilman Fiala and you say regarding that, but I

         18  think it would be helpful and that is really the

         19  essence of my being here today.

         20                 CHAIRPERSON MICHELS: Do you want to

         21  give us any more detail?

         22                 MR. RICCI: Everything else is in my

         23  testimony, really you have heard it for two hours. I

         24  mean, if you have something specific, that's fine,

         25  but there is no need for me to repeat what was
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          2  already said.

          3                 CHAIRPERSON MICHELS: Of the number of

          4  apartments, and I know it is a generalized question,

          5  who you believe will want to enter into this

          6  program, what percentage do you think will have

          7  financial problems with it?

          8                 MR. RICCI: Of building owners?

          9                 CHAIRPERSON MICHELS: Building owners,

         10  yes, who should be in this program.

         11                 We are trying to get some handle on

         12  what the costs are going to be for this program, and

         13  what the costs that would be anticipated, if we have

         14  to get into a subsidization situation.

         15                 MR. RICCI: I think you really would

         16  have to work with DEP's figures. I mean, they have a

         17  better catalogue. They know the accounts. They can

         18  easily cross-reference, the 30,000 accounts that the

         19  Commissioner talked about, he knows how many units

         20  are in those accounts and I don't.

         21                 CHAIRPERSON MICHELS: You know how

         22  much it has cost your owners who have already

         23  complied with this law because it was the right

         24  thing to do and because they were able to get

         25  subsidy, and also reduce their water charges,
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          2  because they entered into the program. Like my

          3  building --

          4                 MR. RICCI: Right.

          5                 CHAIRPERSON MICHELS: We fully

          6  participated and saved us money and we were

          7  subsidized.

          8                 Do we have any idea what the cost is

          9  going to be per unit, and what the savings would be

         10  for the less water charge?

         11                 MR. RICCI: The bigger the building,

         12  the less the cost per unit. Obviously there is

         13  always economies of scale in any building, but I

         14  think that the number that was used in the last

         15  program where I think it was $280 for the first

         16  fixture, and then 170 or 180 for every fixture

         17  afterwards, covered most of the cost. It did not

         18  cover all of it.

         19                 But just if I can expand on that for

         20  a second, if you own a small building, a six-unit

         21  building, you cannot get a plumber to come in for

         22  $280, even for every toilet that they were going to

         23  replace in the building, because plumbers just, you

         24  know, they are going to make a lot more money if

         25  they go to the 100-unit buildings. Maybe that owner
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          2  gets that cost, but a small building owner, no

          3  matter what the category, whether it is plumber,

          4  electrician, painter, just getting someone there

          5  these days is an ordeal that can take months.

          6                 Once you finally get someone there

          7  you are going to pay because you don't have the

          8  buying power that a larger owner has, you are going

          9  to pay top dollar.

         10                 CHAIRPERSON MICHELS: Your Association

         11  is perfectly capable of getting groups of owners

         12  together to work on a basis of three, four, five,

         13  six or seven apartment buildings, which is equally a

         14  large building --

         15                 MR. RICCI: It works for some things

         16  like fuel, some things like insurance, it doesn't

         17  work with things like electricians and plumbers.

         18                 CHAIRPERSON MICHELS: Have you tried.

         19                 MR. RICCI: We have looked into it and

         20  you can't -- we have never been able to get a

         21  commitment from the plumbing concerns in this City

         22  to do something like that.

         23                 CHAIRPERSON MICHELS: Maybe we can

         24  convince them that water conservation is something

         25  that they benefit from also.
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          2                 MR. RICCI: It is something we are

          3  always willing to look at.

          4                 CHAIRPERSON MICHELS: We are not going

          5  to turn them eleemosynary institutions, but it would

          6  be nice if they would think of that as well, besides

          7  just making money.

          8                 Okay, I think this is worthwhile --

          9                 MR. RICCI: I think it is a very

         10  worthwhile program.

         11                 CHAIRPERSON MICHELS: And any facts or

         12  figures you can give us, we would appreciate, with

         13  respect to what we need.

         14                 Thank you.

         15                 MR. RICCI: Thank you.

         16                 CHAIRPERSON MICHELS: Next we have

         17  Michael Lockhart, the Coalition of Water Bill

         18  Justice.

         19                 Mr. Lockhart, welcome.

         20                 MR. LOCKHART: Good morning.

         21                 CHAIRPERSON MICHELS: Good morning.

         22                 MR. LOCKHART: Good morning. My name

         23  is Michael Lockhart. I am President of American

         24  Telephone and Utility Consultants, a company that

         25  audits customer's utility bills.
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          2                 CHAIRPERSON MICHELS: We are thankful

          3  you have been communicating with our office. Well,

          4  the fact that you are communicating with us is

          5  something to be thankful for.

          6                 MR. LOCKHART: You are welcome. It was

          7  my pleasure. I believe it was helpful.

          8                 CHAIRPERSON MICHELS: I think so.

          9                 MR. LOCKHART: I am also Founder and

         10  Chairman of the Coalition for Water Bill Justice, a

         11  grassroots organization that represents water

         12  customers, businesses, building owners and civic

         13  associations throughout New York City.

         14                 The Coalition was established in

         15  April 2000 to abdicate fair billing practices for

         16  City water customers. The Multi-family Conservation

         17  Program was adopted to provide owners of residential

         18  properties relief of the escalating water bills,

         19  resulting from the transition from frontage to

         20  metered billing.

         21                 Although the Water Board's intentions

         22  are honorable, the program would be most rewarding

         23  if it were implemented as another option in addition

         24  to the Board's current choices. However, because the

         25  program eliminates others as planned, for a number

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            118

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2  of reasons is ultimately self-defeating.

          3                 The Multi-family Program is only

          4  advantageous to building owners who house tenants

          5  with water usage exceeding $424 a unit annually.

          6  While these owners could potentially benefit from

          7  the program, the majority of landlords would

          8  actually lose money by paying the program's annual

          9  per unit flat rate of $424 because the City's

         10  average per unit metered bill totals $386 a year.

         11  And in order to partake in the program, building

         12  owners must first make significant investments of

         13  both time and money to repair leaks, upgrade laundry

         14  facilities, and install their properties with

         15  low-flow toilets, showerhead and faucets in a

         16  minimum capacity of 70 percent.

         17                 In order to be more attractive to

         18  owners, the Multi-family Program should include a

         19  provision comparable to that offered by an earlier

         20  conservation program that of the toilet rebate

         21  program.

         22                 Adapted for the Multi-family Program,

         23  a similar provision would provide both reimbursement

         24  for the installation of low flow fixtures and would

         25  also offer owners discounts on flat rate billing.
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          2                 Owners who spend money upgrading to

          3  low consumption fixtures in order to participate in

          4  the Multi-family Program should first be aware that

          5  they may in time be expelled from the program if

          6  their buildings exceed DEP's "expected consumption

          7  for the property".

          8                 The problem is the considerations for

          9  "expected consumption" are left quite ambiguous,

         10  and buildings may exceed that level of usage without

         11  owners ever realizing it, since it isn't well

         12  defined.

         13                 Owners seem to have no protection

         14  from being removed from the program. If a property

         15  owner has already replaced 70 percent of its toilet,

         16  showerhead and faucets to low flow, and if a

         17  property owner has fixed any existing leaks, that

         18  owner should not be subjected to a director from DEP

         19  as to how to minimize consumption. After all,

         20  landlords have no control over their tenants' usage

         21  habits.

         22                 And what if DEP discontinues the

         23  Multi-family Program shortly after the owner

         24  upgrades his or her building to the program? There

         25  is no guarantee that this program will last ten
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          2  years, five years or two years. Since it may take

          3  several years for the investment to pay off, there

          4  should at least be a guarantee that the program will

          5  not expire without say five years warning.

          6                 And I just would like to note that I

          7  am a bit confused by the Commissioner's comments,

          8  because at first he stated that the program was --

          9  he stated basically that they would reevaluate the

         10  program and it was not permanent, and then later on

         11  during the question and answer period he said the

         12  program was permanent to replace other transition

         13  programs. And I guess the point is I am afraid of a

         14  bait and switch type of mentality where we get

         15  owners to spend this kind of money and then, you

         16  know, a year later the program disappears. I don't

         17  think that would be very fair.

         18                 CHAIRPERSON MICHELS: I think he was

         19  pretty clear that this is a permanent program. He

         20  only said that he would reevaluate it after I

         21  insisted that he look at it and reevaluate it after

         22  a period of time to see if it is working. And he

         23  said he thinks it is going to work. So, I think it

         24  pretty reliably can be said that it is a permanent

         25  program.
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          2                 MR. LOCKHART: I guess what I am

          3  saying is I would like to see some sort of warning,

          4  maybe a three-year warning, that the program be

          5  phased out, just to make it fair. If people are

          6  going to spend that kind of investment, they can

          7  know that at least it will be on for three years and

          8  not just going to expire the following year, and

          9  there is no mention of an expiration period with the

         10  program.

         11                 The Multi-family Program is also

         12  missing a much needed provision, allowing owners

         13  that cannot afford to upgrade their building to low

         14  consumption fixtures.

         15                 For those owners, a higher rate, say

         16  perhaps $500 per dwelling, should be offered, that

         17  provides them similar relief of high-metered bills.

         18                 After all, it is the owners of

         19  buildings being stung by high-metered bills that

         20  would be less likely to afford upgrading their

         21  fixtures.

         22                 My primary concern, however, is that

         23  the Multi-family Program will eliminate the metered

         24  Billing Cap Program.

         25                 Under the existing Billing Cap
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          2  Program, owners are protected from losing money

          3  because they are guaranteed to pay the lesser of the

          4  actual bill versus the cap amount, thus being

          5  rewarded for conservation below the cap amount.

          6                 Meanwhile, under the Multi-family

          7  Program, owners can lose money because they can

          8  serve too much.

          9                 Although the bill cap rates of $525

         10  per year for additional dwelling units are higher

         11  than the Multi-family Program's $424 rate at first

         12  may not seem as generous, the Billing Cap Program

         13  does, however, provide owners who are not able to

         14  afford the 70 percent low consumption fixture

         15  requirement, another avenue of opportunity for

         16  significant relief.

         17                 I urge the Board to continue the

         18  Meter Cap Program which is considered by many owners

         19  to be a great program.

         20                 And another important reason why the

         21  Multi-family Program should not supplant the Meter

         22  Cap Program is because it lacks a retroactivity

         23  adjustment. If the Multi-family Program replaces the

         24  Meter Cap Program, owners will lose their right to

         25  recoup on prior high bills. Once allowed onto the
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          2  Meter Cap Program, owners are provided retroactive

          3  relief for the previous 18 months of high bills. In

          4  contrast, owners under the Multi-family Program have

          5  not only denied this retroactivity adjustment, but

          6  are also forced to wait up to six months, six months

          7  for the program to take effect.

          8                 These two factors combined, the

          9  Multi-family Program participants could potentially

         10  be forced to pay up to two years' worth of escalated

         11  bills. The program would be vastly improved by

         12  providing a retroactivity adjustment.

         13                 The Multi-family Program replaces,

         14  amongst others, the pretransition program, which

         15  imposes in lieu of metered billing of annual per

         16  unit flat rate fee of $414 for residential

         17  properties.

         18                 However, not only is the

         19  pretransitioned program better, because it is $10

         20  per dwelling cheaper, but it is also better because

         21  it doesn't place a significant burden on the owner

         22  to upgrade 70 percent of the building to low

         23  consumption fixtures.

         24                 While I am encouraged by the Water

         25  Board's attempts to better accommodate building
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          2  owners, there are several other pressing water

          3  billing issues affecting landlords, businesses and

          4  home-owners that demand similar attention.

          5                 More than ten years of professional

          6  experience as a utility bill auditor has made me

          7  acutely aware of the problems inherent to DEP's

          8  water billing system, particularly those concerning

          9  erroneously issued bills and customer overcharges.

         10                 The Water Board and DEP can improve

         11  the system in several ways. First, the reinstatement

         12  of a six-year complaint period for customers to

         13  challenge billing errors would not only benefit

         14  overcharged customers by protecting their rights to

         15  recovering money that rightly belongs to them, it

         16  would also provide DEP with a much needed incentive

         17  to fix internal billing problems.

         18                 Second, DEP's recent policy change of

         19  discontinuing water service in response to unpaid

         20  bills can be quite dangerous, if it means shutting

         21  off water to apartment buildings with elderly or

         22  disabled residents.

         23                 This inhuman policy punishes tenants

         24  for billing disputes between DEP landlords, and

         25  realizing that unpaid bills are often attributed to
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          2  erroneously issued bills.

          3                 Finally, DEP should stop requiring

          4  customers seeking refunds to produced cancelled

          5  checks as proof of payment.

          6                 It is illogical and its policy

          7  unnecessary prolongs and complicates the refund

          8  process.

          9                 In closing, these are just a few of

         10  the other issues worthy of attention by the Water

         11  Board and DEP.

         12                 As I said before, I am encouraged by

         13  the Board's attempt to assist property owners by

         14  implementing Multi-Family Conservation Program;

         15  however, the program would only be considered

         16  satisfactory only if it were added as another option

         17  to DEP's assortment of several programs implemented

         18  to ease the transition, or alternatively, if it were

         19  to replace the other programs, it must then include

         20  a provision for 18 months of retroactivity, a

         21  metered cap billing provision and alternative rate

         22  for owners that cannot afford to upgrade their

         23  fixtures to low consumption fixtures at this time.

         24                 Thank you very much.

         25                 CHAIRPERSON MICHELS: Thank you very
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          2  much.

          3                 I am taken by the fact that you don't

          4  find the most important aspect of all of this is to

          5  try to conserve water. You seem to be more concerned

          6  about saving money.

          7                 MR. LOCKHART: Well, I think that --

          8                 CHAIRPERSON MICHELS: Can you be more

          9  balanced, where you have both?

         10                 MR. LOCKHART: I think that

         11  conservation should be the ultimate goal here,

         12  however, I think you need to be realistic and

         13  realize that the owners who are getting stung by

         14  high water bills cannot necessarily afford to spend

         15  that money to upgrade the 70 percent of their

         16  fixtures.

         17                 You know, years ago when you had the

         18  Toilet Rebate Program, owners took advantage of it

         19  and that's how a lot of the buildings today, with

         20  the exception of new properties, I mean new

         21  properties that go up, high-rise buildings, are

         22  going to be low flow, old properties that are

         23  meeting the 70 percent requirement did it under the

         24  Toilet Rebate Program. I think it is unrealistic

         25  that landlords are actually going to spend 70 -- you
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          2  know, spend the money to upgrade 70 percent of their

          3  property, I think you will get a few, and those few

          4  will be ones who are just so out of the stratosphere

          5  that really need it.

          6                 CHAIRPERSON MICHELS: Why didn't all

          7  of these landlords, the ones you are talking about

          8  now, take advantage of that program?

          9                 MR. LOCKHART: Why didn't they all

         10  take advantage of it?

         11                 CHAIRPERSON MICHELS: Why did we have

         12  90,000 apartment buildings that didn't take

         13  advantage of it?

         14                 MR. LOCKHART: Are you talking about

         15  the installation of the meters or the Toilet Rebate?

         16                 CHAIRPERSON MICHELS: I am talking

         17  about putting the low-flow fixtures in when the City

         18  was paying, was subsidizing it?

         19                 MR. LOCKHART: I think probably the

         20  biggest reason of all was access to the apartments.

         21                 CHAIRPERSON MICHELS: Come on.

         22                 MR. LOCKHART: Yes. I would have to

         23  agree --

         24                 CHAIRPERSON MICHELS: 90,000 buildings

         25  had problems with access to apartments?
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          2                 MR. LOCKHART: Getting access to

          3  apartments is a hassle for landlords, from what I

          4  understand. They were resistive to it when I

          5  proposed to many of them, you know, it was a great

          6  program while it existed.

          7                 CHAIRPERSON MICHELS: What other

          8  reasons? Because I can't believe that is the only

          9  reason for 90,000 apartment buildings who weren't

         10  participating, they were getting it for nothing.

         11                 MR. LOCKHART: I think the other

         12  reason is because at the time the rumor was that you

         13  had to flush the toilet twice in order for it to be

         14  effective, and a lot of people complained, you know,

         15  not only with the toilets, but the showerheads, it

         16  wasn't --

         17                 CHAIRPERSON MICHELS: Do you think

         18  that is an excuse or a reason?

         19                 MR. LOCKHART: These are conversations

         20  that I have had with many Board members, and they

         21  did not want to hear the grief from their --

         22                 CHAIRPERSON MICHELS: Let me ask you a

         23  very important question. If, when they were getting

         24  it for nothing, they didn't put it in, what makes

         25  you think they will do it now when they have to pay
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          2  for it?

          3                 MR. LOCKHART: That's a great

          4  question. I think that -- see, years ago, when the

          5  Toilet Rebate Program was in existence, the attitude

          6  was, you know, we are going to just stay on frontage

          7  anyway, so it didn't really matter, most of those

          8  buildings didn't have meters. And now that there is

          9  this pressure that you need to get in metered

         10  billing, and you can actually see the end near, I

         11  think owners are going to be forced to now give it a

         12  second look.

         13                 And I think also, like I said in the

         14  beginning, there was a lot of misunderstanding about

         15  the effectiveness of low-flow toilets. There were

         16  really bad models that were out there and gave a bad

         17  reputation. In my building they made the change and

         18  I couldn't notice any difference without getting too

         19  personal.

         20                 CHAIRPERSON MICHELS: Well, my

         21  building was the same thing, I didn't notice any

         22  difference. Except I do know that the water bills in

         23  my building are much less. I think they save a

         24  couple hundred thousand dollars a year.

         25                 Thank you very much, I appreciate
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          2  your being here.

          3                 MR. LOCKHART: Thank you.

          4                 CHAIRPERSON MICHELS: Mr. John

          5  McCarthy of CPC, Community Preservation Corporation.

          6                 Mr. McCarthy, welcome. Give my best

          7  to Mr. Lappan.

          8                 MR. McCARTHY: My testimony covered a

          9  lot of the same ground that you have heard about for

         10  two hours.

         11                 CHAIRPERSON MICHELS: We have a

         12  Congressman in my district, his name is Charles

         13  Reingall, and he says that everything has been said

         14  but not everybody has said it, so we don't mind

         15  repetition, we might look at something, if there is

         16  something you want to emphasize.

         17                 MR. McCARTHY: What I would like to

         18  point out in the testimony, you know, I make the

         19  points that you did hear about at length, and I

         20  think people are convinced that for low income and

         21  moderate income billing, they have higher water

         22  consumption due to the tenancy characteristics.

         23                 CHAIRPERSON MICHELS: You deal a lot

         24  with those types of buildings.

         25                 MR. McCARTHY: We have been for over
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          2  25 years, I mean, I think the City's leading lender

          3  for low and moderate income apartment buildings.

          4                 CHAIRPERSON MICHELS: You do a lot

          5  more than lend.

          6                 MR. McCARTHY: Well, we lend, we

          7  finance the rehabilitation of older buildings.

          8                 CHAIRPERSON MICHELS: You do

          9  oversight, as well.

         10                 I am fully aware of the upwards of

         11  8,000 units you put in my district.

         12                 MR. McCARTHY: Twelve-thousand.

         13                 CHAIRPERSON MICHELS: Twelve-thousand

         14  now?

         15                 MR. McCARTHY: Twelve-thousand.

         16  Eighty-thousand Citywide.

         17                 CHAIRPERSON MICHELS: Right, Crown

         18  Heights and Washington Heights, certainly parts of

         19  the Bronx.

         20                 MR. McCARTHY: Throughout all the

         21  non-luxury neighborhoods of the City. We have over

         22  about 65,000 apartments in New York City whose

         23  rehabilitation we have financed. We have had to pay

         24  very close attention to the long-run forecast and

         25  the expenses --
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          2                 CHAIRPERSON MICHELS: What is that big

          3  project you are doing in the Bronx now?

          4                 MR. McCARTHY: Park Chester.

          5                 CHAIRPERSON MICHELS: Park Chester,

          6  probably one of the biggest.

          7                 What is the status of that right now?

          8                 MR. McCARTHY: Pardon?

          9                 CHAIRPERSON MICHELS: What is your

         10  status of that? Have you finished it, or are you

         11  still working on it?

         12                 MR. McCARTHY: No, we are proceeding

         13  pretty much on schedule on the rehabilitation of the

         14  South Condominium which is about two-thirds of all

         15  of the apartments. It's a small City, around 45,000

         16  or so people in Park Chester.

         17                 CHAIRPERSON MICHELS: Are you putting

         18  in low-flow fixtures in those?

         19                 MR. McCARTHY: Yes, we are. We are

         20  replacing all of the plumbing which it badly needed.

         21                 CHAIRPERSON MICHELS: And the

         22  buildings that you do work in, are you acquiring the

         23  contractors to put in low flow fixtures?

         24                 MR. McCARTHY: We are requiring it,

         25  the City requires it. Any toilet replacement now has
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          2  to be low flow and you have to put in a meter.

          3                 CHAIRPERSON MICHELS: Continue. I am

          4  sorry to interrupt you.

          5                 MR. McCARTHY: I make the points in

          6  the testimony that have been made before, I think it

          7  is inarguable that the low-income buildings have

          8  higher consumption. I cite a few of the studies that

          9  DEP did and that we did and the late eighties,

         10  mid-nineties.

         11                 CHAIRPERSON MICHELS: Why do you think

         12  that is?

         13                 MR. McCARTHY: Pardon me?

         14                 CHAIRPERSON MICHELS: Why do you think

         15  that is that we have such higher consumption in the

         16  lower economic --

         17                 MR. McCARTHY: The explanations that I

         18  think are generally accepted are larger family size,

         19  higher day-time occupancy, kids staying at home

         20  during the day or other people in the apartment

         21  staying home during the day rather than everybody

         22  going off to work, as in a two-unit household or

         23  one-unit household in Manhattan.

         24                 CHAIRPERSON MICHELS: They are

         25  probably in the apartment more often.
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          2                 MR. McCARTHY: They are in the

          3  apartment more often and don't have long vacations.

          4                 CHAIRPERSON MICHELS: Right.

          5                 MR. McCARTHY: They may have washing

          6  machines in the apartments.

          7                 The impact is pretty severe if 100

          8  percent consumption based billing were imposed on

          9  these buildings, and some of the studies that I cite

         10  here, the DEP did and that we did looking at the

         11  actual water consumption in buildings whose rehab we

         12  had financed, it would be like a 50 percent or 100

         13  percent increase in the water bills in low or

         14  moderate-income buildings.

         15                 CHAIRPERSON MICHELS: So you have seen

         16  this program -- you heard the program outlined, you

         17  probably looked into this program, probably studied

         18  the program.

         19                 MR. McCARTHY: Yes, we have.

         20                 CHAIRPERSON MICHELS: Do you think it

         21  is going to work?

         22                 MR. McCARTHY: I think it is going to

         23  work. We have been advocating something like this

         24  since the early nineties when it first became

         25  apparent just how bad the impact of consumption
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          2  billing  exclusively on these buildings would be,

          3  and we have fought every year, we and a group of

          4  about 80 lenders, non-profit owners, for-profit

          5  owners, every year we have been urging the Water

          6  Board to implement one-year moratoriums.

          7                 CHAIRPERSON MICHELS: Do you believe

          8  that the motivation to go into the program is

          9  sufficient?

         10                 MR. McCARTHY:  I think at this point,

         11  and I could go along with the Commissioner, that

         12  they have gone from 90,000 to 30,000 in less than a

         13  year, that is enough of a price motive for people to

         14  get involved.

         15                 CHAIRPERSON MICHELS: This program

         16  hasn't been instituted.

         17                 Do you think the motivation --

         18                 MR. McCARTHY: The surcharge.

         19                 CHAIRPERSON MICHELS: The surcharge.

         20  But do you think that is enough to motivate people

         21  to go into the programs?

         22                 MR. McCARTHY: That and I think one

         23  other reason that people didn't take advantage of

         24  the toilet rebate when it was on from '94, is that

         25  all we had to protect you from the spike in billing
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          2  for metering were the one-year moratoriums, which

          3  probably weren't widely understood, and they were

          4  only one year. So, the fear was, sure, you are going

          5  to get in low-flow toilets, that may reduce your

          6  consumption some, there were true scary stories of

          7  buildings doubling or tripling their water bills

          8  under metering, and I think many owners figured it

          9  is not worth the risk, because you had to install a

         10  meter with the toilet retrofit.

         11                 CHAIRPERSON MICHELS: Right. I guess

         12  the question I wanted, the basic question I wanted

         13  to ask you, is whether or not it is enough to

         14  threaten them with a surcharge, but do you think

         15  that this counterbalance by requiring them to put

         16  these 70 percent low-flow fixtures in?

         17                 MR. McCARTHY: I think that for

         18  conservation reasons --

         19                 CHAIRPERSON MICHELS: We know it is

         20  good for conservation, but would that inhibit some

         21  of these landlords of these 35,000 apartments,

         22  whatever it is, apartment buildings from going into

         23  the program?

         24                 MR. McCARTHY: I think it will inhibit

         25  them, or it may prevent them, and that is a key
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          2  policy point for the future. I agree with what Frank

          3  Ricci said, it is something that we have urged on

          4  the Water Board and on DEP, that we have been after

          5  the City for eight years now to implement something

          6  like this that would shield low-income buildings

          7  from the impact of metering.

          8                 If the buildings now would be

          9  prevented from becoming eligible because they

         10  couldn't afford to retrofit 70 percent of their

         11  fixtures, it would defeat the purpose of this

         12  remedy.

         13                 CHAIRPERSON MICHELS: And the fact

         14  that the City does enter into a program where the

         15  subsidize these buildings by paying for these

         16  fixtures, might cause the water and sewer taxes to

         17  go up, would that bother you?

         18                 MR. McCARTHY: I think what we have

         19  always argued I think is a sound point, that you

         20  have to balance on one hand the revenue needs and

         21  the investment needs of the water system, with the

         22  investment, long-term investment needs of the

         23  existing housing stock, which is as much a part of

         24  the City's infrastructure as the water pipes are.

         25  And that without some protection like this, you will
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          2  starve long-term investment which is our specialty,

          3  long-term investment in the older housing stock, so

          4  it is a proper balancing.

          5                 I would like to say one thing about

          6  Councilman Leffler's point, implying that this in

          7  some way would be a free ride, you know, for the

          8  buildings that got the benefit of this flat rate.

          9                 One of the things that we have always

         10  argued is that the City's total water spending now,

         11  over 40 percent of it every year is for debt

         12  service, and this is debt service on long-term

         13  bonds. The amount that the City has to pay, it is

         14  not influenced at all by whether the Bronx apartment

         15  building uses more or less water. The debt service

         16  goes for the long-term capital improvements. Most of

         17  those, the costs are unrelated to the consumption of

         18  a Bronx apartment building.

         19                 Just to pick one example, there is

         20  about a billion dollars for the filtration plant for

         21  the Croton Watershed. Now, the Croton Watershed has

         22  been around since the mid-1800s. The reason that

         23  there has to be filtration is suburban development

         24  in Westchester County and Dutchess, where it is

         25  located.
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          2                 Sharing the cost of that billion

          3  dollar plant in relation to how much water comes out

          4  of your faucets or is used by your toilet so that a

          5  Bronx building would pay twice what an east side

          6  building pays, is not equitable. And that is why we

          7  have been urging that just on grounds of equity, as

          8  well as these economic grounds, it's fair to have

          9  some sort of flat rate protection for low- and

         10  moderate-income buildings.

         11                 CHAIRPERSON MICHELS: You just can

         12  imagine what will happen if we lose our filtration

         13  avoidance determination and have to put in an $8

         14  billion water filtration.

         15                 MR. McCARTHY: It would be a

         16  staggering increase --

         17                 CHAIRPERSON MICHELS: Not for the

         18  Croton --

         19                 MR. McCARTHY: For Catskill Delaware.

         20  The estimates are sky-high, like a doubling of water

         21  rates.

         22                 CHAIRPERSON MICHELS: Probably pay

         23  more for oil, for water than oil.

         24                 MR. McCARTHY: That's right.

         25                 CHAIRPERSON MICHELS: Okay, anything
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          2  else?

          3                 Thank you very much, I appreciate it.

          4                 Next we have Dan Margulies.

          5                 MR. MARGULIES: Good afternoon. My

          6  name is Dan Margulies. I am Executive Director of

          7  Community Housing Improvement Program, a trade

          8  association of apartment owners. Sorry, I don't have

          9  prepared remarks, I will be brief. I don't want to

         10  repeat everything that was said.

         11                 But I do want to start by saying this

         12  whole process, the Commissioner referred to trying

         13  to have evolution not revolution, and I have to

         14  agree that this has been a tremendous learning

         15  process. I was at those hearings in '86, protesting

         16  universal metering, for a variety of reasons, some

         17  of which we found to be true, and some of which, I

         18  have to admit, we found to be untrue, because we

         19  have learned a lot in the intervening 14 years.

         20                 One of the first things we learned,

         21  and it is a very important context of this program,

         22  is that for decades prior to universal water

         23  metering, we had an unintentional and unknown

         24  subsidy built into the water system for low income

         25  housing. We didn't know it. The City never intended
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          2  it. And I can't emphasize that enough.

          3                 What happened was that when they set

          4  up the frontage system, they worked on the

          5  assumption that if you had a three-bedroom,

          6  three-bathroom apartment, they would count the

          7  fixtures, they would look at the size of the

          8  building, and they would say that apartment is going

          9  to use more water than a one-bedroom apartment with

         10  one bath in a walk-up. That's the way the frontage

         11  system was set up. It was supposed to be sensitive

         12  to the anticipated water use.

         13                 What happened is it didn't work that

         14  way, because in the three-bedroom, three-bath

         15  apartment on Park Avenue, you had a widow or a

         16  couple that spent half a year out of town, they

         17  didn't use much water at all, and in the one-bedroom

         18  apartment in Harlem you had six people living there

         19  very often during the day as well as at night, and

         20  the result is that when you switched to metered

         21  billing, the bill on that one-bedroom apartment

         22  doubled or tripled, and the metered bill for that

         23  Park Avenue apartment fell by two-thirds.

         24                 What we didn't know was that that was

         25  happening. We didn't realize that the anticipated
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          2  results of the frontage system weren't in fact the

          3  case any longer. And we were subsidizing those

          4  over-occupied, smaller units. We put in meters, we

          5  learned, to our shock, that these buildings couldn't

          6  possibly afford it with the rent structures and the

          7  incomes of the tenants in place.

          8                 So, that was the first thing we

          9  learned.

         10                 The second thing we learned from

         11  metering, before we really started billing on them

         12  extensively, is that we had a lot more leaks in our

         13  buildings than owners previously thought. We had

         14  argued against water metering saying if we had leaks

         15  we would know about it, we would fix it.

         16                 It turns out that the big source of

         17  leaks, the biggest source, has proven to be toilets.

         18  Not just toilets because they were seven-gallon

         19  toilets instead of 1.6-gallon toilets, but toilets

         20  because the flappers had pinholes and the washers on

         21  the flushometers were worn. And tenants didn't

         22  generally report these to owners because they

         23  weren't really sensitive to it. There might have

         24  been a little gurgle in the toilet, a slight hiss

         25  they heard in the wall, and they didn't know that at
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          2  metered rates that could add up to $300 a month in

          3  wasted water.

          4                 So, we learned about toilets and the

          5  City spent hundreds of millions of dollars on the

          6  Toilet Rebate Program, and low and behold, they

          7  accomplished everything that they intended to

          8  accomplish with water metering.

          9                 For the first time after the Toilet

         10  Rebate Program was completed, for the first time all

         11  the City's sewage treatment programs operated under

         12  capacity. This had never happened, they had always

         13  operated at capacity and above from the day they

         14  opened. Suddenly our water consumption dropped like

         15  a stone, and we didn't do it by metered billing, we

         16  did it because the meter gave us the tool to find

         17  out where the leaks were, we found out they were in

         18  the toilets, and the City replaced the toilets. And

         19  when you talk about the City spending money on this,

         20  the justification that the Water Board gave at the

         21  time, and it turned out to be true, was that it

         22  would save them billions in sewage treatment, so

         23  that the hundreds of millions on toilets was a

         24  bargain, otherwise the whole system would be paying

         25  billions for more sewage treatment plants and that
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          2  money was saved.

          3                 So, the meter became a tool, and it

          4  became a tool without anyone being charged on the

          5  meter at that point in time, there were very few

          6  customers at that point in time.

          7                 Now, going forward with the

          8  Multi-Family Conservation Program, our organization

          9  supports it as has been indicated by other industry

         10  organizations. We have been arguing for some time

         11  that there is a segment to the building population

         12  that needs this kind of protection, but I think what

         13  you have to recognize in this program is that they

         14  are continuing to use the meter as a tool, and since

         15  the tenants who consume the water are not being

         16  billed directly for it, the best use of this tool,

         17  to encourage conservation, is not billing, The best

         18  use of this tool is for finding leaks, and that is

         19  what this program is about. I think that it has been

         20  widely misperceived that the City is moving away

         21  from the concept of water metering here and what we

         22  have to recognize is that the concept of

         23  conservation through water metering is tied directly

         24  to billing the consumer of water.

         25                 Once you take that out of the

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            145

          1  COMMITTEE ON ENVIRONMENTAL PROTECTION

          2  equation, as we have in apartment buildings in New

          3  York, then the meter can still be used and will be

          4  used as a tool, but not to encourage conservation

          5  through purely the billing mechanism, but as a

          6  monitoring tool. And I think what you will see going

          7  forward, in addition to encouraging more toilet

          8  replacement, you will see a lot of automatic meter

          9  reading encouraged by the City and private owners,

         10  and ways to use that tool more effectively to save

         11  even more water as metering continues.

         12                 Thank you.

         13                 CHAIRPERSON MICHELS: Thank you very

         14  much, Dan, we appreciate it.

         15                 Jim Buckley of the University

         16  Neighborhood Housing.

         17                 Welcome, Mr. Buckley.

         18                 MR. BUCKLEY: Good afternoon.

         19                 University Neighborhood Housing

         20  Program, just by way of introduction, is a

         21  Bronx-based non-profit community housing

         22  organization --

         23                 CHAIRPERSON MICHELS: You better state

         24  your name so we have it for the record.

         25                 MR. BUCKLEY: I am sorry. Jim Buckley,
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          2  Director of University Neighborhood Housing Program.

          3                 Since 1983, we have worked to

          4  preserve and create affordable housing in the

          5  neighborhoods of the Bronx, from the Cross Bronx

          6  Expressway up to the City line, and from the Bronx

          7  Parks to the river.

          8                 Our primary activity over the years

          9  in affordable housing has been our community lending

         10  and technical assistance programs.

         11                 We have provided assistance to well

         12  more than 100 apartment buildings in the Bronx

         13  through the program. Part of our technical

         14  assistance has been ongoing monitoring of building

         15  operations and costs. It was due to this work that

         16  we first became involved in the cost of water and

         17  sewer back in 1989, 1990.

         18                 Several of the community control

         19  buildings were experiencing substantially higher

         20  than projected water expenses. The expenses we had

         21  projected at the times of those closings were

         22  approximately $85 per apartment per year and we are

         23  anticipating a four to five percent per year

         24  increase, and most of those projections had been

         25  developed with the City's Housing Department.
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          2                 When we began researching the issue,

          3  we realized the cost of water was rising at a much

          4  higher rate than the number punched into our spread

          5  sheets. This was still before metering was a factor

          6  in pricing. It was at that point that we began

          7  working cooperatively with other community

          8  organizations and lending institutions to trying to

          9  understand the issue and to call attention to the

         10  problem of the cost of water.

         11                 Since 1990, we have attended every

         12  round of Water Board rate setting public hearings to

         13  make the case that soaring water costs were harming

         14  affordable housing.

         15                 When we first met with DEP officials

         16  back in the Dinkins Administration, we became aware

         17  of the metering goals and pointed out the great

         18  potential for problem in our buildings.

         19                 Over the years, through a long series

         20  of meetings with DEP, the Water Board and City Hall,

         21  we have seen the creation of temporary programs

         22  aimed at softening the potential impact of water

         23  metering on bills.

         24                 The retroactive transition program

         25  has provided year-to-year relief for a number of
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          2  years. The Bill Cap Program has offered some relief

          3  to buildings that could not qualify for the

          4  transition program.

          5                 Most of our buildings avail

          6  themselves with the Toilet Rebate Program and have

          7  taken actions to monitor water usage.

          8                 However, even when these actions have

          9  been taken, we have not been able to consistently

         10  see prices that are below the transition program

         11  rate.

         12                 For years we have attempted to get

         13  the City to create a long-term program to provide

         14  security to buildings from potentially incredible

         15  water bills due to billing on straight metering. As

         16  a result of those meetings, we believe this new

         17  program has been established.

         18                 Ideally, I would like to see a lower

         19  price than the $424 plus per apartment that could be

         20  charged under the program and we will continue to

         21  call for that.

         22                 However, the program does offer some

         23  long-term stability of price and appears to have a

         24  simple application process which will make

         25  implementations simple and fair to owners that apply
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          2  for it.

          3                 It requires low-flow toilets and

          4  ongoing monitoring which should offer reassurance

          5  regarding conservation concerns.

          6                 The program appears to balance the

          7  conservation needs and cost problems of the water

          8  and sewer issue, and we have already sponsored a

          9  workshop on the program for community-controlled

         10  buildings and expect several buildings with which we

         11  work to apply for the program shortly.

         12                 Thank you.

         13                 CHAIRPERSON MICHELS: Thank you very

         14  much. I appreciate your interest. Please continue to

         15  come to our hearings and helping us.

         16                 MR. BUCKLEY: Very good.

         17                 CHAIRPERSON MICHELS: Any questions?

         18                 We appreciate it.

         19                 There being no other witnesses, the

         20  meeting is adjourned. Thank you. The issue is not

         21  dead but the meeting is adjourned.

         22                 (Hearing concluded at 12:30 p.m.)

         23

         24

         25
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