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          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2                 CHAIRPERSON WEPRIN: We will now turn

          3  our attention to the proposed budget of the

          4  Environmental Protection.

          5                 In March, at the Preliminary Budget

          6  hearing for DEP, the agency announced the doubling

          7  of its proposed 10-year capital strategy.  Since

          8  that time, these two Committees have held a joint

          9  hearing, and have submitted both written and oral

         10  requests to DEP to provide us with essential

         11  information concerning the details and need for an

         12  additional $8.5 billion in capital expenditures over

         13  the next 10 years.  We have yet to receive the

         14  information we have requested.               While

         15  most of these additional expenditures proposed in a

         16  new capital strategy are in the out years, it is

         17  just plain common sense that if we commit funds in

         18  one year, in year one of a 10- year plan, and allow

         19  the projects contemplated by that plan to begin, we

         20  will be setting the course for the entire plan.

         21  Moreover, it is not even clear to us why funds need

         22  to be committed this year for a large percentage of

         23  the new projects in the revised strategy.

         24                 Two enormous projects, the Kensico

         25  Water Tunnel and the Dependability Water Study as
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          2  slated to begin in 2004.  But then have no

          3  additional cost until 2006 and 2007 respectively.

          4  The Administration has given us no additional

          5  details on alternatives to these two projects, the

          6  combined cost of which will total almost $4 billion.

          7                 It appears to us that the only reason

          8  to rush initial commitments for these projects in

          9  the last few weeks of the budget process, is to get

         10  the Council to commit the costly out year spending

         11  without full awareness of the projects or their

         12  needs. This out year spending will, undoubtedly,

         13  necessitate significant increases in water rates for

         14  our residents.

         15                 We hope the Department will be

         16  prepared to address our needs for information today.

         17                 I would just like to introduce our

         18  colleagues who that are here.  On my immediate right

         19  is our Majority Whip from Queens, Leroy Comrie, on

         20  the far left is Council Member Jose Serrano, from

         21  the Bronx.  Next to him is Council Member Peter

         22  Vallone, Jr., from Queens.

         23                 And we will now hear from Co- Chair

         24  of this hearing, the Chair of the Environmental

         25  Protection Committee, James Gennaro.
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          2                 CHAIRPERSON GENNARO:  Thank you,

          3  David.  Thank you, Commissioner.  I want to welcome

          4  all my colleagues here as well. I have got a

          5  prepared statement, but you know, I will depart from

          6  it.  I just want to follow- up a little bit on

          7  Chairman Weprin's comments with respect to

          8  information that we feel we really need in order to,

          9  you know, weigh in on these very significant budget

         10  requests.

         11                 When we got the original $8 billion,

         12  10- year plan, and anticipated that that was going

         13  to be the 10- year plan.  We received a level of

         14  detail with that, that was sufficient to us. It

         15  represented mostly the baseline types of spending,

         16  and like the numbers that we have grown accustomed

         17  to.

         18                 But then when confronted, or when the

         19  $16.5 billion plan was released at our March 6th

         20  hearing, we did ask for much more detail than we had

         21  at that point.  At that point, we did not have any

         22  detail whatsoever, we only had the detail on the $8

         23  billion plan.  So we made that request on March 6th,

         24  whenever it was, and then we followed up with a

         25  letter in early April, and then a letter in late
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          2  April, and then there were emails and phone calls

          3  between the Council staff to DEP staff, and we

          4  really felt it was incumbent upon us to get a lot of

          5  detail about this additional $8.5 billion in

          6  spending.

          7                 And as yet, we really do not have it,

          8  other than maybe a one word, maybe like a one- line

          9  description of a project here and there.  That has

         10  really, you know, rendered us sort of unable to do

         11  the job that we really feel that we need to do.  And

         12  we are going to follow this hearing up with, once

         13  again, an additional request for information.  But

         14  you know our patience is growing a little thin,

         15  because we want to help in this process.  We believe

         16  that it is not only our right, but our obligation,

         17  when a plan of this magnitude is proposed to us that

         18  we look into it with you know sufficient detail,

         19  because this is not just baseline spending.  This is

         20  a whole new throw your hat over the fence proposal

         21  that we have here, these are your words.

         22                 So here we are today, much further

         23  along from the March 6th hearing, but not much

         24  further along in terms of the information that we

         25  need to get our jobs done here.  So where this is
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          2  going to ultimately lead us, I do not know.  We have

          3  some questions here that we are going to try to

          4  gleaned some of the information, but it is

          5  unfortunate that the proceedings today will not be

          6  nearly as significant as they could have been, and

          7  that is unfortunate.

          8                 And so we will proceed, we do have

          9  some questions. We have a lot of concerns about how

         10  the, and they were, you know, dramatic changes to

         11  the FY 2004 plan.  There was, you know, $700 million

         12  in spending that was in the original preliminary

         13  plans that is now not going to happen this year.

         14  There is $400 million in new spending.  There are

         15  commitments that we are signing on for with FY 2004

         16  that will carry out into the out years to very big

         17  dollars. We feel unprepared to really grapple with

         18  these in a significant way.  Notwithstanding our

         19  repeated request for information.

         20                 So we have you all here, we will make

         21  the best of the time that we have together.  We will

         22  be following up with additional request for

         23  information.  Unfortunately, that will be out of the

         24  light of day in which we are supposed to have these

         25  proceedings, and that also is unfortunate.  But with
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          2  that said, we will commence the hearing.

          3                 I thank you very much for being here

          4  and the members of DEP's good staff.  So I would

          5  like to ask you to, will Donna, Donna De Costanzo

          6  will place the witnesses under oath, and I will ask

          7  you for your statement for the record and proceed

          8  with your testimony.  Thank you.

          9                 MS. DE COSTANZO:  Please raise your

         10  hand?  In the testimony that you are about to give,

         11  do you swear or affirm to tell the truth, the whole

         12  truth, and nothing but the truth?

         13                 COMMISSIONER WARD:  I do.

         14                 MS. DE COSTANZO:  Thank you.

         15                 COMMISSIONER WARD:  Thank you, both

         16  Chairmans.  I have some remarks prepared, some brief

         17  remarks prepared pursuant to the questions that were

         18  outlined in the original letter, but given both of

         19  your introduction, I would like to kind of reiterate

         20  a bit the last testimony that I gave here, and talk

         21  about the process a bit, and where we all are.

         22                 First and foremost, I think everybody

         23  recognizes, but it bears repeating that the

         24  Department's capital plan and its breath and

         25  complexity, whether it is an $8 billion plan or a
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          2  $16 billion plan has been predicated upon a capital

          3  program and a history of water, waste water and

          4  water treatment projects for decades.  And that has

          5  served the City enormously well through some very

          6  difficult times.  And the integrity and capacity of

          7  that system to continue to serve and continue to

          8  grow is built around a capital planning process and

          9  environmental prioritization process, which I think

         10  has worked well before and continued to work well

         11  for us going forward.

         12                 But it will work well as if we

         13  understand the framework in which projects are

         14  advanced, the Council's appropriate and significant

         15  role in reviewing what our capital plan is, and then

         16  recognize the financing implications of that capital

         17  plan and the market influences, the interest rate

         18  influences, which set the water rates.  And then

         19  finally the integrity importance of the independence

         20  of the Water Finance Board to ensure, that which

         21  needs to be built, will be built.

         22                 So earlier in both of your remarks,

         23  there was some indication that what we have

         24  presented to the Council now is locking the Council

         25  in for the next 10 years in a fashion which does not
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          2  allow them sufficient time to review what we have

          3  proposed.  Moreover that we are locking in water

          4  rate increases in the out years, in a way that the

          5  Council has not had an opportunity to review.

          6                 I respectfully disagree with that, in

          7  as much as our capital planning process comes back

          8  to this Council on an annual basis.  The water rates

          9  are set on an annual basis.  Whether our current

         10  capital plan survives in its entity, grows or

         11  shrinks, will be the result of ongoing appropriation

         12  discussions with the Council, within the agency, and

         13  with other elected officials within the City as we

         14  look at what the City's needs are.  From that we

         15  will then reflect the appropriate water rates built

         16  on that capital plan.

         17                 And as I had said in the last

         18  hearing, the capital plan that you see today, and

         19  the water rate hearings that we have proposed and

         20  just approved this past month, is not the capital

         21  plan, is not the water rate issue that you are

         22  raising today.  It is the water rate issue going

         23  forward prospectively and the commitment that DEP

         24  made less than a month ago, and this now my third

         25  hearing that we have been talking about this plan,
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          2  the commitment that was made to the Council was that

          3  we would spend this next year working with staff to

          4  go through the intricacies of that capital plan.

          5                 We started this, and I had testified,

          6  that DEP's capital remains as published now as it

          7  never has been before, fully transparent, fully

          8  funded, on a line item basis and a project

          9  description basis.  And that is a fairly significant

         10  amount of disclosure for the agency, which allows

         11  public officials to begin to understand how that

         12  framework had been put back together.

         13                 So again, I respectfully disagree

         14  that, one, the commitment of DEP's to continue to

         15  provide the necessary interest to the information to

         16  the Council has not been forthcoming.  It has been,

         17  we will clearly need to continue to refine that

         18  information as the Council staff or as the Council

         19  members begin to see the inner relationship between

         20  the two.  But I think it would be unfortunate that

         21  if we were to characterize where we are today, in

         22  any way undermine the confidence that New York City

         23  ratepayers have had on how the City ends up one

         24  forecasting what its capital plan is, and what the

         25  necessary rates are to support it.
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          2                 The worst outcome would be that if we

          3  end up having a framework where people thought that

          4  the water rates were not reflective of the capital

          5  plan, that had, in fact, been in front of the

          6  Council, and a water rate hearing process was

          7  independent.

          8                 So I thank you for the opportunity

          9  to, at least, from my perspective set what I thought

         10  was a reiteration of a framework for the Council

         11  prospectively going forward.  We have, we will

         12  continue to meet the same commitment that I made at

         13  the last hearing to make ourselves available to

         14  discuss this plan.

         15                 CHAIRPERSON GENNARO:  And if I could

         16  Commissioner, I am not really here so much to talk

         17  about water rates, as I am about a capital planning

         18  process.  And I kind of get the sense that your

         19  staff is not sharing sort of staff emails with you,

         20  as they are sharing them with me.  And I think we

         21  can be the judges of what is or is not an

         22  appropriate level of information for us to sort of

         23  go forward.

         24                 We do not believe we have it, and

         25  this is a judgement of David and myself, this is the
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          2  judgement of staff.  And while, certainly, it is

          3  most appropriate for us to continue to engage each

          4  other in the coming months and the coming year on

          5  what the capital plan ultimately will take, just the

          6  rudiments of like the sweeping changes that have

          7  taken place from the original $8 billion plan to the

          8  $16.5 billion plan is that we do not understand

          9  them.  And we are not only entitled to understand

         10  them, it is like we have to understand them, and we

         11  have not been provided with the information that

         12  would lead us to have as full an understanding to

         13  even like get the ball rolling.  Because we have to

         14  have some modicum of understanding what these

         15  projects are all about.  Just to sort of start the

         16  process, by knowing that the final, ultimate,

         17  ultimate details will flush out in the out years,

         18  but to us to get just as full a sense as we possibly

         19  have to even start this process.

         20                 You know we do not think we are

         21  there.  And that was the intent of my early April

         22  letter, my late April letter, the emails between my

         23  staff and your staff.  And while you, obviously,

         24  believe that the amount of information flowing from

         25  DEP to the Council has been adequate, I am here to
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          2  say for the record, and we can agree to disagree,

          3  that it has not been.  And so I think we can kind of

          4  agree to disagree on that, and I think that is where

          5  it is going to end up.

          6                 But please.

          7                 COMMISSIONER WARD:  Okay.  Okay, let

          8  me just start within the general framework of the

          9  questions that the Council staff had raised.

         10                 The FY 2004 Executive Budget proposes

         11  an operating budget of $726 million.  That number is

         12  an increase of $29 million over the Preliminary

         13  Budget estimate for FY 2004.  Largely, you will find

         14  that that changes as it relates to environmental

         15  health and safety compliance.  However, the FY 2004

         16  operating budget is projected to be slightly less

         17  than the operating budget for the current fiscal

         18  year.

         19                 So as I have said in front of the

         20  Council, we have grown a capital plan, and we have

         21  looked at a much larger mandate, but our actual

         22  operating expenses have been held steady, if not

         23  actually diminished.

         24                 The Executive Budget for FY 2004

         25  proposes capital commitments of $1.9 billion.  That
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          2  is about $417 million less than the FY 2004 capital

          3  commitments proposed in the Preliminary Budget.    As

          4  it relates to the questions regarding the 10- year

          5  capital plan and rate impacts.  At the time of the

          6  Preliminary Budget, DEP's 10- year plan projected

          7  $6.7 billion in capital commitments over the four-

          8  year period of FY 2004 to FY 2007.  The Executive

          9  Budget provides $7.3 billion in capital commitments

         10  in over this four- year period, a difference of

         11  about $600 million or 10 percent.  And this goes

         12  back to what I have said to the Council before, for

         13  that which the Council has seen and the increases

         14  over what they had seen, for these early preliminary

         15  years, we have only seen about a 10 percent

         16  increase.

         17                 The annual debt service costs of this

         18  additional 10 percent in capital commitments will

         19  not be felt until after the projects are underway.

         20  In the case of very large projects, like CSO

         21  projects, or the Kensico Tunnel, the project lead

         22  time is long enough that there is no rate impact for

         23  at least several years after the capital commitment

         24  is made.  Again, I am going back to the process of

         25  when we put it in our plan, when it actually gets
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          2  started, when you actually see the annual rate

          3  increases.

          4                 Water and sewer main products have a

          5  shorter lead time, so there could be a rate impact

          6  within the two- to three- year commitment being

          7  made.  The 10 percent in additional commitments

          8  proposed in the next four years, is small in

          9  comparison with the overall program.  It represents

         10  on the order of a couple for percentage points on

         11  the rate.  But that rate impact does not occur in a

         12  single year.  The rate impact is spread over a

         13  multi- year period with the full effect being felt

         14  well after the capital commitment is made depending

         15  on the type of project being financed.

         16                 Furthermore, rate impacts are

         17  projections.  The rate impact is based on many

         18  assumptions, which are subjective to change, and we

         19  saw this just recently.  For example, lower interest

         20  rate, better prices on construction contracts,

         21  successes in scaling back some of our consent

         22  degrees.  We have discussed nitrogen and CSO, or

         23  better revenue performances.

         24                 And as explained in the last hearing,

         25  the most significant change in the 10- year plan,
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          2  both between the Preliminary and the Executive

          3  Budget is in the out year.  In the Preliminary

          4  Budget, we were showing $1.3 billion in total

          5  commitments, over the six- year period, FY 2008

          6  through FY 2013. That was simply not a realistic

          7  number, it was not a transparent number, it did not

          8  fully fund the type of capital projects that we were

          9  discussing.

         10                 Since the Preliminary Budget, we made

         11  the 10- year plan much more realistic and much more

         12  likely to reflect the actual level of investment

         13  required over the latter half of this decade. As a

         14  result, the plan shows $9.2 billion commitments

         15  between FY 2008 and 2013.

         16                 Since the difference in commitment

         17  levels occurs in the later years, the impact of the

         18  revised 10- year plan on rate projections is in the

         19  later years, in fact, FY 2010 and beyond.

         20                 Pardon me, and as you know, lower

         21  interest rates enable us to bring down the rate

         22  increase we previously anticipated by one percent,

         23  from 6.5 to 5.5 percent.  Two bond issuances in

         24  April achieved the lowest interest rate ever by the

         25  water authority, and lower FY 2004 debt service by
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          2  over $27 million.

          3                 When we come back to the Council at

          4  the end of the year, and we go back to the Water

          5  Finance Board, these are the key changes that have

          6  occurred since the Council had last seen our capital

          7  plan.

          8                 Some members had proposed an

          9  alternative rate increase of 2.3 percent.  We

         10  respectfully disagreed with the merits of the 2.3

         11  percent rate increase for FY 2004.  Our analysis

         12  showed that a 2.3 percent increased in FY 2004 would

         13  have to be followed by an FY 2005 increase in the

         14  range of 15 to 19 percent depending on the level of

         15  surplus desired.  The reason for such a large FY

         16  2005 increase is that system costs are projected to

         17  increase rapidly.

         18                 One of the things that is the model

         19  of rate setting and a tentative rate setting is that

         20  you should seek to avoid rate shocks, you should try

         21  to have rates as stable and as consistent as

         22  possible.  That is why we looked at a levelized

         23  (sic), single, digit approach to rates, while there

         24  is something attractive at times about significantly

         25  reducing rates in the short term.  You do need to
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          2  understand where those rate impact can go in

          3  subsequent years.

          4                 There is also a series of questions

          5  as it relates to water quality protection.  The 10-

          6  year plan provides $139 million for both

          7  continuation of certain existing programs created

          8  pursuant to the Memorandum of Agreement for our

          9  filtration of avoidance determination issued in

         10  November 26th, 2002, and that provides approximately

         11  $139 million.  Significantly $588 million will be

         12  committed over the next 10 years for designing and

         13  constructing an ultraviolet disinfection plant that

         14  will provide additional protection from microbial

         15  contamination of the water provided from the

         16  Catskill and Delaware Aqueducts.

         17                 While we think we have had an

         18  enormous success with our Upstate partners in terms

         19  of maintaining the environment and the quality of

         20  our water, nonetheless, the Environmental Protection

         21  Agency will require us to commit the $588 million

         22  for UV disinfection.

         23                 One of the other untold stories about

         24  disinvestment in the City's water infrastructure is

         25  found in our design and reconstruction of damns over
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          2  the next 10 years.  Five hundred and forty- one

          3  million dollars has been budgeted for that work,

          4  including $210 million alone for work at the Gilboa

          5  Reservoir, which impounds the waters of the

          6  Schoharie Reservoir, a critical source of water

          7  supply.

          8                 Unfortunately, and in all candor, the

          9  $541 million budget for this is largely, I should

         10  not say largely that would be wrong, is somewhat of

         11  a reflection of delayed maintenance and upgrades of

         12  these dams and it shows the cautionary tale that if

         13  you do not continue to spend on large

         14  infrastructure, the bill that you pay later will be

         15  greater than the bill if you pay at the same time.

         16                 Similarly, $20 million is provided in

         17  FY 2004 for acquisition of environmentally sensitive

         18  land around our reservoirs.

         19                 I think the land acquisition program

         20  has been an enormous success with our partners

         21  Upstate, as well as other environmental groups.  We

         22  had demonstrated that the Willing Seller/Willing

         23  Buyer can be an effective program.  We are currently

         24  working with the Office of Management and Budget and

         25  our financial analyst within the agency to look at
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          2  any and all opportunities for further expansion of

          3  that acquisition effort.

          4                 The much discussed Croton Filtration

          5  Plant, both in terms of justification and siting,

          6  falls under the category of the pursuant to a 2001

          7  Federal Consent Decree.  DEP is currently seeking

          8  authorization to site a facility to filter the

          9  water, provided from the Croton Watershed.  The

         10  Decree requires the City to have a filtration plant

         11  in operation no later than 2011 depending on the

         12  site chosen.

         13                 The City has commenced the process of

         14  seeking the necessary authorizations to build the

         15  plant at three sites.  The driving range a the

         16  Mosholu Golf Course in Van Cortlandt Park, along the

         17  Bronx side of the Harlem River Waterfront, north of

         18  the University Heights Bridge, and a City- owned

         19  parcel in the town of Mount Pleasant which is

         20  generally referred to as the Eastview site.

         21                 Design studies show that the Mosholu

         22  site is the least costly of the three sties,

         23  representing a savings of approximately $200

         24  million, or more, depending on which site is the

         25  basis for comparison.  We recognize the site was in
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          2  map parkland, and after the Legislature would be

          3  required to construct and operate the plant.

          4                 On April 14th, 2003, at the request

          5  of the City, the Assembly introduced legislation

          6  that would sufficiently alienate the parcels

          7  necessary to construct the plant.  The following day

          8  the Senator introduced similar legislation.  And

          9  although the file disposition remains uncertain, the

         10  City is in active discussions with the Legislature.

         11  Because selection of the Mosholu site involves

         12  savings to the water and sewer systems of over $200

         13  million, the City is proposed to the Legislature,

         14  its members, and various other stakeholders that DEP

         15  will reinvest $200 million in savings and park-

         16  related project if the Mosholu site is approved. And

         17  I will not go into the long lengthy, public policy

         18  justification of that.

         19                 But since the City cannot predict the

         20  outcome of the alienation legislation, DEP has

         21  commenced the Land Use Review process required to

         22  allow a filtration plant at the other two sites.

         23  The Harlem River site requires numerous

         24  authorizations including ULURP, and in April the

         25  City Planning Commission began the ULURP process by
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          2  certifying as complete DEP's applications to build

          3  the plant at the Harlem River site.

          4                 Similarly, in April, DEP submitted to

          5  the Town of Mount Pleasant an application to

          6  construct and operate a filtration plant at the

          7  Eastview site.

          8                 I must speak off the record here, or

          9  off of my prepared remarks, there has been some

         10  question as to whether or not the City was, in fact,

         11  pursuing those alternatives with the necessary due

         12  diligence, and potentially leaving the Legislature

         13  or other stake holders, a fait compli with Mosholu,

         14  that is not the case as I just made clear.  We take

         15  very seriously our legal obligation as it relates to

         16  the Consent Decree, and as I have said, submitted

         17  all the necessary regulatory or land use approval

         18  documentation for either one of those sites.

         19                 I would only close by saying that the

         20  opportunity and the time for this is running out on

         21  the Legislature in the City, and we will need to

         22  know one way or the other, if Mosholu is, in fact, a

         23  viable alternative.

         24                 Operation Silent Night, the Mayor's

         25  very effective noise reduction program, announced
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          2  some time ago, and we recognize that the

          3  Environmental Committee has long been an advocate on

          4  noise reduction and noise reduction strategies.

          5  Clearly noise is a quality- of- life issue, it is

          6  the number one complaint within the City, and we

          7  were pleased to be with the Councilman from Queens,

          8  when the Mayor announced that program from down on

          9  the waterfront.

         10                 During Operation Silent Night, the

         11  NYPD issues the vast majority of violations,

         12  although the violation relates to noise, most of

         13  them are not actually New York City Noise Code

         14  violations, they are typically criminal summonses,

         15  NYS Vehicle and Traffic summonses, or some other

         16  type of summons that is not adjudicated at the

         17  Environmental Control Board.

         18                 DEP serves primarily in a support

         19  role during Operation Silent Night.  The NYPD

         20  solicits our input onto he accuracy of noise

         21  measurement devices and the correct ways to use

         22  them.

         23                 The New York City Noise code needs to

         24  be updated and revised.  DEP is in the process of

         25  preparing recommendations for that revision.  Our
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          2  target is for those recommendations to be completed

          3  by the end of calendar of 2003, at which point they

          4  can be submitted the Council as legislation.

          5  Currently, DEP is working with the league of the

          6  hard- of- hearing to listen to suggestions and

          7  recommendations from technical experts to advocate

          8  and other groups of individuals outside DEP.

          9                 We have also been discussing these

         10  potential noise revision changes with the

         11  construction and heavy industry trades, as Lower

         12  Manhattan looks to rebuild the density and frequency

         13  hopefully of work in Lower Manhattan, will require

         14  significant coordination as it relates to

         15  construction impacts.  We recognize that we need to

         16  be sensitive to now a 24/hour residential community,

         17  but at the same time not be a hindrance to the long-

         18  term rebuilding of Lower Manhattan.

         19                 The next section of questions related

         20  to the health and safety programs that DEP has

         21  instituted.  DEP has added $3 million and current

         22  baseline cost for additional and environmental

         23  health and safety programs, including 18 new

         24  positions allocated to DEP's Office of Environmental

         25  Health and Safety; one new position in the Counsel's
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          2  office; eight new positions in the Bureau of Waste

          3  Water Treatment; and nine new positions in the

          4  Bureau of Sewer and Water Operations.  With FY 2004

          5  Executive Budget the Agency will have $9 million and

          6  100 positions for environmental health and safety.

          7  Seventy- three of those 100 positions have been

          8  filled and the Agency is actively recruiting to fill

          9  the remaining vacancy.

         10                 Section 7 of the questions related of

         11  attracting the collection of ECB fines and

         12  penalties, the Environmental Control Board has been

         13  working with the Department of Finance and other

         14  City agencies, to help improve the Collection Rate

         15  of our violation, these include initiatives to refer

         16  cases to the Department of Finance for the mailing

         17  of Dun and Bradstreet letters.

         18  Within DEP, ECB staff are working with the Bureau of

         19  Environmental Compliance to ensure that violations

         20  are issued by BEC are served in a way which allows

         21  for automatic docketing of violations. Docketing of

         22  violations eliminates the need to file legal actions

         23  to obtain judgments and enhances collection of debt.

         24                 Both DOF and ECB staff have

         25  identified cases suitable for referral to a private
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          2  collection agency.  Clearly, we need to stratify the

          3  amount of bad debt, the determine which is

          4  uncollectible, refer that which is collectible to

          5  Collection Agency and then use the City's resources

          6  for the collection of the recently issued or the

          7  most available debt.  It is anticipated that this

          8  agency will be under contract with finance within

          9  the next month.  And the collection agency will

         10  begin work shortly thereafter.

         11                 Within the next three months, ECB

         12  will refer to DOF all non- compliance cases eligible

         13  for collection.  DOF will begin analyzing this debt

         14  determination, I am sorry, to analyze this debt to

         15  determine the most cost- effective means of

         16  collections.  The City recently released an RFP to

         17  identify vendors who will provide hand- held

         18  computers for the issuance of violations, initially

         19  for the Department of Sanitation, and later for

         20  other agencies, which return violations to ECB.

         21                 Obviously, hand- held data collection

         22  capability and issuance of violation is bringing

         23  technology into the workforce and into the field,

         24  which allows for greater collection.  In all, we

         25  think that the Department of Environmental
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          2  Protection, in consultation with the City Council

          3  has undertaken a comprehensive reassessment of what

          4  our capital plan should be.  We started with the

          5  premise that should be transparent.  That is why the

          6  Council has before it today, a fully loaded 10- year

          7  plan.  We are living in the out years, all the

          8  numbers are there.  We have provided a line

          9  description, pursuant to the form, which was

         10  submitted to the agency, of what is the project

         11  description.  We wrote what the project description

         12  was, back to the Council's staff.

         13                 Clearly, the science technology of

         14  engineering below those projects will require more

         15  information.  But that full 10 year plan is before

         16  the Council's staff.  We think it is a prudent plan,

         17  we think it is one that recognizes that water and

         18  sewer rates will have to sustain that plan.  We

         19  think with the type of financial management that we

         20  have demonstrated the date, both in terms of

         21  accessing lower cost financing, making conservative

         22  rate projections in terms of interest rate payments,

         23  and having an aggressive collection strategy as it

         24  relates to bad debt.  We have done all that you can

         25  to moderate those potential increases, and we look
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          2  forward to this coming year, working with the

          3  Council, as we would in the subsequent year, and in

          4  the subsequent year after that, to determine what is

          5  the right level of appropriation for the capital

          6  plan.

          7                 Having done that, we are also

          8  committed the public process, which allows the Water

          9  Finance Board to separate.  In conclusion, the City

         10  is at a critical moment at its water supply, waste

         11  water, water and sewer rates.  After years of

         12  forestalling of what we fully fund the plan, we are

         13  now prepared to describe what we do need to fund, we

         14  are prepared to enter into the public policy debate

         15  of what is, in fact, the City's priority.  But let

         16  me end with, there are hard and difficult choices

         17  ahead of the City, as it faces what you do with this

         18  water supply.

         19                 Facing those hard choices and

         20  decisions, we will have to recognize that we cannot

         21  do all things for all communities. We are not going

         22  to meet certain federal requirements, we may not

         23  meet certain State requirements, but if we go

         24  forward with the plan, which is balanced, which

         25  recognizes that great shocks should be avoided, we
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          2  believe we can leave a legacy for the City for the

          3  next 50 years.

          4                 Thank you.

          5                 CHAIRPERSON GENNARO:  Thank you,

          6  Commissioner.  I have quite a few areas of inquiry

          7  to get into.  And Council Member Vallone has

          8  questions that he would like to propose.  But before

          9  I get going and do my whole thing, I will recognize

         10  Council Member Vallone for his question for the

         11  Commissioner.

         12                 Council Member Vallone.

         13                 COUNCIL MEMBER VALLONE:  Thank you,

         14  Mr. Chair.   I take back all the bad things that I

         15  ever said about you.

         16                 CHAIRPERSON GENNARO:  That was my

         17  point in doing this, okay, we are even now.

         18                 COUNCIL MEMBER VALLONE:  There is

         19  only one quick question, so thanks.  You mentioned

         20  Operation Silent Night, which I was proud to be with

         21  you and the Mayor when we introduced that in

         22  Astoria.  And it is making a difference, although,

         23  it is still the biggest sort of complaints in my

         24  neighborhood.  It is huge, I am not looking to move

         25  into a new place, and the building is on Shore
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          2  Boulevard, and every time I show up there to look at

          3  a house, 12 residents stop me about motorcycles and

          4  things like that.

          5                 So James Sanders and I have

          6  introduced a bill last week about changing some of

          7  the standards from decibel level to plainly audible

          8  levels.  You hear from a certain distance away, 50

          9  feet, 100 feet, that is enough, you do not need to

         10  carry around this equipment.  And I notice that you

         11  are working on some changes also, and I would like

         12  to combine these things.  But the end of the year

         13  does not work for us.  Our term is only up to

         14  January, your's goes two years past that.  So, when

         15  you say end of the year, before the end of the year,

         16  it could be next week, it could be six months from

         17  now.  Do you have a more of a timetable than that?

         18                 COMMISSIONER WARD:  Sure, we would

         19  expect to be back soliciting the draft changes

         20  within the next three to four months. So, probably

         21  by the end of the summer, we should be back in

         22  front, you know, the Council discussing what those

         23  potential changes are. We would then have to go

         24  through the necessary CAPA process for putting in

         25  the legislation.  But we would be delighted to sit
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          2  down with you to go through your comments and

          3  suggestions even before that timeframe to integrate

          4  your thinking with the builder you have proposed,

          5  particularly as it relates to motorcycle noise.

          6                 CHAIRPERSON VALLONE:  That was what I

          7  was asking, who would be the point person that we

          8  should ask now?

          9                 COMMISSIONER WARD:  Deputy

         10  Commissioner Bob Alvatroni will be calling you to

         11  set that up.

         12                 COUNCIL MEMBER VALLONE:  Okay.

         13                 COMMISSIONER WARD:  And will

         14  definitely follow- up.

         15                 COUNCIL MEMBER VALLONE:  That is

         16  fine, and I know that the Chairman has a long list

         17  of questions, so I will see if I have any left when

         18  he is done.  Thank you.

         19                 CHAIRPERSON GENNARO:  Thank you,

         20  thank you Council Member Vallone.

         21                 With respect to the Kensico Tunnel

         22  Project.

         23                 COMMISSIONER WARD:  Sure.

         24                 CHAIRPERSON GENNARO:  My view of

         25  older documents with regard to the third water

                                                            33

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2  tunnel project, you got the Stage 1, Stage 2, Stage

          3  3 and Stage 4 segments of that project.  Although, I

          4  do not think the Kensico Tunnel has been described

          5  as such, but it seems to me that this would be the

          6  City Tunnel No. 3, Stage 3, would it be fair to

          7  characterize it as a Stage 3?

          8                 COMMISSIONER WARD:  Yes, I am joined

          9  by Deputy Commissioner Warren Kurtz.

         10                 DEPUTY COMMISSIONER KURTZ:  Yes, that

         11  would be accurate.

         12                 CHAIRPERSON GENNARO:  And so this is

         13  something that we always knew and that was out

         14  there, and that was some day going to have to be

         15  funded?  And so this is Stage 3 of the City Tunnel

         16  Number 3, correct?

         17                 COMMISSIONER WARD:  Correct.  But

         18  there are some changes to it, in as much as where it

         19  terminates in Eastview is slightly different, and

         20  when it is occurring within our capital plan has

         21  been accelerated given our concern with system

         22  reliability.  But you are correct to characterize it

         23  as Stage 3 of 3.

         24                 CHAIRPERSON GENNARO:  And that also

         25  begs the question of Stage 4, which I know from
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          2  earlier documents is still out there, it is still

          3  part of the proposal.  Does the 10- year plan speak

          4  to Stage 4 of the - -

          5                 COMMISSIONER WARD:  No, it does not.

          6  And I think that that is why it was so important

          7  that we be in front of the Council with this plan,

          8  that there are some fairly significant decisions

          9  that are made in terms of water supply and

         10  redundancy. And the acceleration of the Kensico

         11  Tunnel of the first set of risks, conveyance as it

         12  relates to the Delaware, West of Hudson Aqueduct,

         13  and the use of the deep Lloyds Aquifer within our

         14  capital plan as carried as approximately $1.2

         15  billion within this plan, and that there is no

         16  financial planning or capital planning within this

         17  section 4 for the tunnel.

         18                 CHAIRPERSON GENNARO:  But isn't that

         19  something that probably be on track between now and

         20  10 years from now?

         21                 DEPUTY COMMISSIONER KURTZ:  No.

         22                 CHAIRPERSON GENNARO:  So that is

         23  further on, that is further down the road.

         24                 DEPUTY COMMISSIONER KURTZ:  That is

         25  correct.
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          2                 CHAIRPERSON GENNARO:  Do you

          3  gentlemen have anything to add?

          4                 DEPUTY COMMISSIONER KURTZ:  No.

          5                 CHAIRPERSON GENNARO:  With regard to

          6  the Lloyd Aquifer, could we just go over that in a

          7  little bit more detail?

          8                 COMMISSIONER WARD:  Sure.  I am

          9  joined by Deputy Commissioner Douglas Greeley.

         10                 What is your question?

         11                 CHAIRPERSON GENNARO:  Oh, yes, do you

         12  have a more full description of the timetable of

         13  when you would actually, and the need for this,

         14  because now it is, what stage is it really at, is it

         15  still a conceptual thing, or something, or whatever

         16  you want to fund?

         17                 COMMISSIONER WARD:  Well we have in

         18  the 10- year capital plan what I would call a

         19  conveyance commitment.  That conveyance commitment

         20  within this capital plan is $1.2 billion dollars.

         21  Of the multiple conveyance water supply strategy,

         22  the use of the Lloyds Aquifer deep water surcharge

         23  is included.  We are at the before preliminary stage

         24  of determining its feasibility.  So we are,

         25  literally begun, just begun this journey to see
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          2  whether or not that it possible.

          3                 COUNCIL MEMBER GENNARO:  So there is

          4  $40 million in FY 2004 for this project.

          5                 COMMISSIONER WARD:  I am sorry, say

          6  that again. There is $40 million committed to this

          7  initiative in FY 2004.

          8                 COUNCIL MEMBER GENNARO:  The study

          9  money that would be necessary to really put the

         10  substance of the proposal and make it real.

         11                 COMMISSIONER WARD:  It would be $40

         12  million to do the study, and that is like a million

         13  dollars a week in spending. This is potentially

         14  doing something that has not been done anywhere

         15  else.  Understanding, how would you bring water down

         16  into the excess capacity, which we lose during high

         17  water periods.  How we then bring that water down in

         18  through the existing conveyances, building

         19  additional redundancy for the system?  Then the

         20  engineering of how you inject the water into the

         21  Lloyds Aquifer, how you then draw it out.  This will

         22  be, you know, another one of the great water supply

         23  engineering marvels within the City.

         24                 CHAIRPERSON GENNARO:  Right, but it

         25  would be, but the $40 million is not for, you know,
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          2  pick and shovel kind of activity?

          3                 COMMISSIONER WARD:  No, this is

          4  literally the type of pre- engineering work, --

          5  Okay, this is the kind of pre engineering work that

          6  you need to do.  I am sorry, let me just back up.

          7  This $40 million is to do all the necessary

          8  engineering assessment of what it would take to use

          9  the aquifer, and I think I gave you the complexity

         10  of that.

         11                 Deputy Commissioner Greeley indicated

         12  I did not include potentially assessing the

         13  necessary treatment for it.  The budget directors,

         14  this is the commitment to $40 million.  It does not

         15  mean that we would be able to complete all of the

         16  engineering work within one year.  This might take a

         17  lengthy period of time.

         18                 And so what the actual final cost

         19  will be, as I tried to make clear, we do not yet

         20  know.  Within the $1.2 billion that we are carrying

         21  is a conveyance commitment.  Will it be sufficient

         22  to do 300 million gallons of storage?  We would

         23  hope. Is that going to be enough for conveyance?  In

         24  all likelihood no. But we thought to give the

         25  Council and all the other stakeholders some sense of
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          2  the breath and size and cost of these programs, that

          3  was the prudent way to reflect it in the 10- year

          4  plan.

          5                 CHAIRPERSON GENNARO:  Let me just

          6  refer to a section of your statement here, I made

          7  some notes.  With regard to water quality

          8  protection, I indicated that the 10- year plan

          9  provides for $139 million for the Memorandum

         10  Agreement and the FAD.  As a guy who is always

         11  looking to, most cases, save, you know, save a lot

         12  of money, it just does not, so, again $139 million

         13  you know out of $16.5 billion over 10 years

         14  dedicated to all the existing, is this everything

         15  related, the MOA, FAD, and all that, and the $139

         16  million covers it in its entirety between now and 10

         17  years from now?

         18                 COMMISSIONER WARD:  When I was

         19  shaking my head yes, what I meant was for the next

         20  five- year filtration avoidance determination and

         21  negotiation with EPA, the $139 million is sufficient

         22  to meet the necessary capital upgrade for waste

         23  water treatment, storm sewer, septic, et cetera.  So

         24  it is enough, as I have indicated there remains the

         25  land acquisition program, which is funded at $20
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          2  million.

          3                 CHAIRPERSON GENNARO:  Oh, oh, it

          4  should be, because I drew a little arrow from my

          5  first box and they are out in three to the fourth

          6  box.  So the $20 million is separate and apart from

          7  the $139 million.

          8                 COMMISSIONER WARD:  Correct.

          9                 CHAIRPERSON GENNARO:  With regard to

         10  the filtration plant, there are those who, you know,

         11  continue to make the case for some alternate

         12  technology, you know, claim dioxide technology which

         13  is short of filtration, and I, you know, continue to

         14  get a lot of requests and appeals to me regarding

         15  that.  And just sort of characterize, if you would,

         16  the legal and scientific obstacle at this date to

         17  serious consideration of the technology, which

         18  should be short of filtration?

         19                 COMMISSIONER WARD:  Sure, well the

         20  first legal requirement is that the federal

         21  government and the EPA has under a consent degree --

         22                 CHAIRPERSON GENNARO:  If I could, I

         23  am sorry, I would like to recognize the presence of

         24  Jim Oddo, the Minority Leader, and we were joined

         25  briefly by Council Member Bill DeBlasio from
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          2  Brooklyn.

          3                 Forgive me, Commissioner, I am sorry.

          4                 COMMISSIONER WARD:  DeBlasio was sort

          5  of a fleeting appearance I guess, he came and went.

          6                 CHAIRPERSON GENNARO:  He is chairing

          7  the Committee next door.  He wanted to, he was using

          8  his x- ray hearing to sort, he probably heard that

          9  just now.  Bill, it is okay, don't worry about it.

         10                 COMMISSIONER WARD:  In terms where we

         11  are legally in a health justification, we have been

         12  directed, and we are currently under the direction

         13  of a federal mandate the filter the Croton System.

         14  In terms of the health justifications and the

         15  alternatives available to the agency for different

         16  forms of treatment technology, disinfection, et

         17  cetera.  Although I have only been at the Department

         18  for one year, the exhaustive evaluation that the

         19  Department underwent to determine all other

         20  available options to avoid the filtration formula or

         21  project that we have now, was voluminous and

         22  comprehensive.

         23                 It is with a tremendous degree of

         24  reluctance that any agency embarks on, a plant that

         25  will potentially cost $1.5 billion dollars.
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          2                 Having said that, the compelling

          3  health justification, which I think we have done a

          4  good job and will continue to work hard at, the

          5  health justifications for filtration are compelling,

          6  working with many environmental groups over time, I

          7  think we have begun to make clear to New York City

          8  particularly Croton drinking Waters, that there is

          9  now acknowledge long- term health risks without

         10  filtering that system, and that if you were to stack

         11  those health risks under a precautionary framework,

         12  against other long- term health risks within the

         13  City, people will be appalled that the Department of

         14  Environmental Protection was not undertaking the

         15  kind of precautionary protections that filtration

         16  will, in fact, provide to us.  So I have said

         17  publicly, that even absent EPA direction, and I say

         18  this with my lawyer sitting to my right, the need

         19  for ensuring that Croton water drinkers have the

         20  most significant level of health protection given

         21  water would remain this agency's mission.

         22                 And I think many people have looked

         23  at this issue, and continue to look at this issue

         24  from an outside health, water quality advocacy

         25  perspective concurs with the agency.
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          2                 CHAIRPERSON GENNARO:  And not only

          3  that, and I am not fighting you on this, but just

          4  the legal and regulatory framework which the City

          5  finds itself at this juncture would preclude the

          6  possibility of non- filtration alternative for the

          7  Croton; is that fair to say?

          8                 COMMISSION WARD:  I would say that is

          9  more than fair to say.

         10                 CHAIRPERSON GENNARO:  Okay.  This is

         11  helpful to me, as I, you know, interact with people

         12  on this on this issue.

         13                 COMMISSIONER WARD:  No, we appreciate

         14  the question.

         15                 CHAIRPERSON GENNARO:  Just for

         16  giggles or whatever, could I ask whether or not the

         17  chlorine dioxide alternative was given assessment?

         18  I know that you looked at different things.

         19                 COMMISSIONER WARD:  Yes, it was

         20  examined.  The interplay between disinfection for

         21  microbial contamination and then the level of

         22  disinfection by- products, two health risks, two

         23  health risks which are balanced on a curve of water

         24  quality as you increase one form of disinfection you

         25  increase potentially the form of disinfection by-
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          2  product health risk.  So while you go to a

          3  disinfection technology, addressing one health risk,

          4  you are significantly and potentially increasing the

          5  other health risk.

          6                 What the filter plant is intended to

          7  do is balance those two competing health priorities.

          8                 CHAIRPERSON GENNARO:  What is DEP's

          9  disposition towards continued and vigorous watershed

         10  protection in the Croton, if the filtration plant is

         11  to, is to be built?  That is to say, is it expected

         12  that there will be any less vigor with regard to

         13  watershed protection then there will otherwise be?

         14                 COMMISSIONER WARD:  Unequivocally no.

         15    It has long been charged that somehow filtration

         16  will lead to a deterioration in water quality

         17  protection East of Hudson.

         18                 CHAIRPERSON GENNARO:  That is the

         19  perception.

         20                 COMMISSIONER WARD:  Correct.  I can

         21  only say that the combination of watershed

         22  protection, plus filtration is a dynamic

         23  relationship, and should water quality in the Croton

         24  area deteriorate greater than it would without our

         25  protection than the filter plant and the City's
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          2  long- term water quality health would be

          3  jeopardized.

          4                 One of the key components of

          5  watershed protection west of Hudson that land use,

          6  storm water, DEP Waste Water Review is equally

          7  consistent east of Hudson as it is west of Hudson.

          8  We are currently, as I said, evaluating whether or

          9  not there are strategic opportunities within the

         10  Croton Watershed for valuable land acquisition to

         11  further enhance that watershed protection and that

         12  is something I have spoken about before and will

         13  continue to evaluate.  But the City is committed to

         14  watershed protection east of the Hudson on all areas

         15  that potentially threaten the Croton System.  Our

         16  filter plant would potentially be inadequate if we

         17  didn't do so.

         18                 CHAIRPERSON GENNARO:  Thank you.

         19  With regard to the DEP study of alternatives, would

         20  these be, missed work by DEP would that be available

         21  to us?

         22                 COMMISSIONER WARD: Sure, we can send

         23  you all the backup documentation and copies.  In

         24  fact, Mike Principe, who is not here today, has

         25  just, is just in the process of finalizing a really
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          2  significant and important piece of work as it

          3  relates to a GIS assessment of the Croton Watershed,

          4  which is really an achievement for Land Use Planning

          5  strategies going forward for protecting that

          6  watershed.  And we would be glad to provide it to

          7  the Council as a framework for sustainable

          8  development in and around Croton.

          9                 CHAIRPERSON GENNARO:  Terrific, that

         10  sounds great. Financial question here, we are going

         11  to read this, okay.  When you compare the water

         12  finance authority, death service, cost rejections of

         13  the $8 billion plan, with the new $16.5 billion, the

         14  cost go down significantly.  That is to say that the

         15  death service cost projections.

         16                 The Water Finance Authority has

         17  informed Council staff that is due to adjustments to

         18  the interest rate assumptions used in the two sets

         19  of projections.  In order to understand the impact

         20  of the $8.6 billion increase on future rates,

         21  however, you must use a consistent interest rate.

         22  Okay, and that is followed by, can you please

         23  describe to the Committee how much death services

         24  cost, would have been increased over the life of the

         25  10 year plan, if the debt service projection
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          2  analyses were done using a consistent interest rate?

          3                 So what I get from this that was, you

          4  know, - -

          5                 COMMISSIONER WARD:  If I can answer

          6  that, unfortunately, I have yet to do the death

          7  service calculation potential savings.  But let me

          8  sort of answer from a public policy perspective to

          9  start, and this is the kind of follow- up that we

         10  have committed to before.

         11                 In setting the rates and in setting

         12  interest rate presumptions and going forward the

         13  assumptions that you have for where interest rates

         14  will be.  I think as we demonstrated this year,

         15  conservative is better, that if one begins to ride

         16  the market assuming that the interest rates are

         17  going to remain at the levels that they are now, you

         18  face long- term destabilization on one financial

         19  capacity or rate shock, if you do not have that

         20  interest rate cushioned.

         21                 So you could theoretically assume a

         22  much lower interest rate sustained out over time of

         23  a capital plan, and potentially look at different

         24  debt service costs because of that.

         25                 All, what we tend to do, and we think

                                                            47

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2  it is prudent within the rate model is to assume a

          3  cushion or a conservative interest rate formula in

          4  order to make sure that when the actual interest

          5  rates, as we saw this year, come in, we are not

          6  destabilizing where our capital plan would be.  So

          7  it is an approach that we think is prudent because

          8  it is conservative, it allows you to moderate

          9  potential capital changes, and it allows you to

         10  adjust, should there be an interest rate increase

         11  going forward.           And I would just say,

         12  because we will be talking about this just like you

         13  said, seven the eight months from now, I think we

         14  all need to be very careful about where interest are

         15  and where the nationwide economy is in, we think the

         16  conservative estimate is a wise one.

         17                 CHAIRPERSON GENNARO:  Well actually,

         18  I think you answered a question that I have not

         19  really sort of asked yet.

         20                 COMMISSIONER WARD:  And when you get

         21  to it, I will say that was my answer before.

         22                 CHAIRPERSON GENNARO;  Right.  But

         23  with regard to, I mean, our point here in this

         24  question, as I read it, is that there was a whole

         25  framework of debt service projections for the $8
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          2  billion plan, and then a whole different set of

          3  death service projections for the $16.5 billion both

          4  over 10- years.  And so the question is if it looks

          5  like it is going to cost less money over the long-

          6  term to pay back $16.5 billion than it was to pay

          7  back $8 billion, like we are just not, like I am

          8  understanding it, I guess, there was - -

          9                 COMMISSIONER WARD:  Sure, okay, I'm

         10  sorry, now I understand the question.

         11                 CHAIRPERSON GENNARO:  In other words,

         12  do you know what I am saying?

         13                 COMMISSIONER WARD:  I understand what

         14  you are saying, your concern is that if you take a

         15  plan that now looks much larger and you have a lower

         16  interest rate assumption, why is it that it looks

         17  like you are able to do more with a whole lot less?

         18  The answer to that is found in - -

         19                 CHAIRPERSON GENNARO:  I did not

         20  follow that.  I am sorry, I did not follow that?

         21                 COMMISSIONER WARD:  What I thought

         22  your question was, is how are you able to grow a

         23  capital plan to $16.5 billion?

         24                 CHAIRPERSON GENNARO:  And have that

         25  be cheaper to pay off - -
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          2                 COMMISSIONER WARD:  And have that

          3  cheaper to pay off, right, then the $8 billion?

          4                 CHAIRPERSON GENNARO:  Because my wife

          5  would like to know the answer to that one for my own

          6  finances.

          7                 COMMISSIONER WARD:  Well the answer

          8  to your wife is, don't buy the things today, buy

          9  them nine years from now, buy them eight years from

         10  now, and the full cost of that project is not

         11  reflected in the 10- year plan, which we have

         12  provided to the Council.  It is an out year project

         13  which is going to go for 15 years or for 20 years,

         14  and so what you are looking at is a capital plan,

         15  which starts potentially in 10 years, but is not

         16  finalized until after the capital completion of that

         17  project, and where the rate impacts is happening, is

         18  occurring in the out years or even beyond the 10-

         19  year timeframe.

         20                 That is why at the last hearing, we

         21  were talking about it is the rolling appropriation

         22  and reprogramming of the capital plan that is the

         23  dialogue that we would like to enter into with the

         24  Council, because that is why you are able to see a

         25  larger plan with less impact.
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          2                 CHAIRPERSON GENNARO:  Right, and that

          3  makes sense within the context of when you purchase

          4  the various projects.  But we were led to believe

          5  that there are, you know, a hold different paradigm

          6  of debt service rejections that we just could not

          7  seem to get our hands around.

          8                 COMMISSIONER WARD:  Well again, I did

          9  not, I know I got the question this morning, we can

         10  give you an example of how that calculation is

         11  performed and what it would get for you.

         12                 CHAIRPERSON GENNARO:  Okay, and now

         13  just, as long as we are, again, I did not mean this

         14  to be another you know, water rate hearing, but just

         15  to kind of get it out, in the last Stated meeting of

         16  the Council, myself and the Speaker and the Public

         17  Advocate and all the members of the Council have

         18  signed onto a letter, you know, stating our

         19  continued position that it would be that we would be

         20  able to get the, you know, the needs of the water

         21  system financed, plus the surplus that the Water

         22  Board says it needs, or for no more than 2.3

         23  percent.  And this gets us into, I guess, this you

         24  know dialogue that we have been having back and

         25  forth.  You know, it seems to us that what has been
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          2  happening in recent years when the water rates are

          3  set, they are set based on, you know, the money

          4  needed to run the system, and then, you know, the

          5  money that we need for the surplus, and then there

          6  is always kind of like this super surplus that no

          7  one is really supposed to know about that everyone

          8  says that they need, but we are not going to

          9  officially tell people that this is what we are

         10  asking for.

         11                 And just like when we set the rates

         12  last year, at 6.5 percent, thinking that we need,

         13  which would come in with, you know, $95 million

         14  surplus, which you needed surplus of that size, just

         15  in case we have a drought, which we have, which

         16  drives down consumption, drives down revenue, and

         17  drives up cost, and just, in case, you know, the bad

         18  economy continued, which it did, which also drives

         19  down consumption, and drives down revenue.

         20                 And yet at the end of the day, and

         21  now we are saying the bad economy, and the drought,

         22  I mean, my analyst tell me, we will yield, that the

         23  surplus at the end of this fiscal year will be

         24  somewhere in the neighborhood of $195 million, and

         25  we would not have expected that.  And I know that
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          2  conservative is good, but I guess what we are

          3  looking for is that, if what the Water Board says it

          4  really needs is not just to run the system, and to

          5  produce a surplus, but also this super surplus that

          6  we need to buy down future rate years, why doesn't

          7  that peak like kind of the official paradigm that we

          8  are sort of operating under?  Why don't we all just

          9  put that on the table and speak to it?  But as long

         10  as that is not the paradigm, and what we are looking

         11  at is to fund the system and to get the $101 million

         12  surplus, and if we can do that for, you know, at 2.3

         13  percent, then it is not like we are asking the Water

         14  Board or DEP or anyone else, like everyone else has

         15  to do out there to, you know, delay projects or not

         16  do bond offering, or try to get by with less of a

         17  surplus or whatever, we are not asking for any of

         18  that kind of stuff.

         19                 Spend the money when you need it, but

         20  that really is all you get.  And so, you know, we

         21  continue to be of the mind that it has not been, you

         22  know, justified, we need more than 2.3, unless one

         23  wishes to make the case for a super surplus above

         24  and beyond $101 million in order to buy down future

         25  rate years.  And that is kind of just like an
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          2  understanding.

          3                 And so with everyone else cutting

          4  back, we understand that DEP and the Water Board has

          5  to be insulated from the push and shove of, you

          6  know, politics and you know fat budget years, and

          7  lean budget years, because we have to have

          8  consistency and continuity, which is why we never

          9  ask for delayed projects, or do not do bond

         10  offering, or try to get by with less of surplus. But

         11  you know within the framework of sort of giving

         12  everything that you want, we think that is really

         13  all it should be, and that is what the 2.3 is all

         14  about.

         15                 And by the Water Board's own logic,

         16  if there is going to be $27 million in decreased

         17  debt service cost, which we say $30 million, then,

         18  at a minimum, that can be reflected in the raise,

         19  which we are not getting.  So we are getting half of

         20  the $27 million in decreased debt service costs, and

         21  in FY 2004, which is why we continue to press the

         22  case.  So there you have it.

         23                 COMMISSIONER WARD:  Well I will come

         24  back to the main point without going through and

         25  responding to your public statement, because somehow
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          2  DEP does not disclose how it finances its projects,

          3  and somehow there is something which is a super

          4  surplus that we keep hidden within that process.  I

          5  would not go to the fact that I do not believe that

          6  is true.

          7                 I think the most important think for

          8  the City of New York to recognize, is that we may be

          9  able to play a surplus rate setting strategy, which

         10  would allow you to in the short- term spend down

         11  your surplus for rate decreases.  But then what you

         12  are saying is inevitably in the out years, as you

         13  spent that surplus, as I said in my testimony, you

         14  would see rate shock, and our analysis is that if

         15  you were to go down the 2.3, you would not have the

         16  kind of moderating surplus against the risk

         17  contingencies going forward. And you would have rate

         18  increases next year of 15 to 19 percent.

         19                 If you wanted to destabilize low-

         20  income households in single family homes that are in

         21  a precarious, economic situation, we believe that

         22  that is what it would do.  Rather than we have said

         23  is, prudence says rainy day funding, fiscal

         24  conservatism, to keep rates in a manageable way, as

         25  we did this year in a single digit level, allows
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          2  people to financially plan and address the cost of

          3  living in the City of New York.

          4                 But if you sought at 2.3 one year,

          5  and then sought again at 16 percent increase next

          6  year, you have lost that sense of continuity.  We

          7  disagree, obviously, what is the way we should do

          8  that, but that was our thinking.

          9                 CHAIRPERSON GENNARO:  Okay, well we

         10  will continue to agree to disagree on that.

         11                 Let me just go back to the

         12  dependability study.

         13                 COMMISSIONER WARD:  Sure.

         14                 CHAIRPERSON GENNARO:  Because as a

         15  geologists of particular interest to me the whole

         16  notion of really using Lloyd, and I guess part of

         17  the $40 million is just to sort of figure out where

         18  this is actually going to happen and what mechanism

         19  would be used, but I mean, how much, where do you

         20  think the actual, you know, recharge points would

         21  be?

         22                 COMMISSIONER WARD:  I am sorry.

         23  Warren.

         24                 CHAIRPERSON GENNARO:  Yes, sure, it

         25  is okay.
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          2                 DEPUTY COMMISSIONER GREELEY:  The

          3  question was where?

          4                 CHAIRPERSON GENNARO:  Yes, about

          5  using Lloyd to, this is what the $40 million study

          6  is all about on how to interact with the Lloyd in a

          7  meaningful way, and to put surplus water, you know,

          8  down there.  Is this something that has to be signed

          9  off by the feds or whatever, how does this all work

         10  here?

         11                 DEPUTY COMMISSIONER GREELEY:  Yes,

         12  well, it would require both federal, and then most

         13  significantly require State approval.  And I think

         14  already, we need to be sensitive to the fact that

         15  Long Island has drinking water quality concerns and

         16  issues given the quality of some of the water supply

         17  on Long Island.

         18                 So when I said earlier that we at the

         19  beginning of the preliminary part of this phase, we

         20  have started working with DEC to begin to scope out

         21  what are those issue and that one has been

         22  specifically raised.  But $40 million over an

         23  engineering timeframe is not unreasonable given the

         24  breath and size of that project.

         25                 Where the infrastructure would go at
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          2  this point, we have not idea.  Within the $40

          3  million, we have contingencies for potential

          4  necessary site acquisition should there be the need

          5  for surface penetrations or pump houses, et cetera.

          6  But it is mostly to look at what is the physical

          7  built infrastructure which would be necessary to

          8  realize what is now fundamentally an idea that

          9  nobody has really begun to look at.  I think this

         10  drought taught us a cautionary lessons that we

         11  better be prepared in the future and that is why we

         12  have it.  But we really are at the very beginning,

         13  and I could not answer many substantive questions on

         14  this.

         15                 CHAIRPERSON GENNARO:  Let me show you

         16  where I am sort of going on this.  Long Island has

         17  got drinking water problems, I used to live out

         18  there, I worked for a brief time at the Cedar Creek

         19  Water Pollution Control Plant out in Seaford.  As I

         20  said, I used to work at the Cedar Creek Water

         21  Pollution Control Plant out there back in 1981 when

         22  they were doing a reformation new charge project.

         23  They had, you know, a tertiary treatment, they send

         24  the water back up to mid- Island to do this  You

         25  know, recharge wells, and so on.
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          2                 And when I hear Long Island water

          3  problems, I am wondering whether or not this project

          4  has the potential to not only help New York City and

          5  our water supply needs, but I guess, Long Island's

          6  water supply needs as well.  Is that part of like

          7  the larger framework here?

          8                 DEPUTY COMMISSIONER GREELEY:  No, we

          9  were really on a proprietary basis to see us, at

         10  this point, meaning strictly New York City needs.

         11                 CHAIRPERSON GENNARO:  And I guess, so

         12  this does not impact at all on any potential Long

         13  Island.  Because what I was kin of getting at, this

         14  could have some sort of regional benefit or

         15  whatever.  And then they should perhaps be footing

         16  some bill for it.

         17                 DEPUTY COMMISSIONER GREELEY:  This

         18  really staged, I guess, my position is that DEP will

         19  do all that it needs to do to find out how the Lloyd

         20  Aquifer within New York City can meet New York City

         21  needs, if through the engineering and longer term

         22  scoping, and the size and breath of that project

         23  lends itself to potentially addressing Long Island

         24  issues, that would be a benefit that would follow on

         25  solely after the City took maximum, if not full
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          2  benefit of such a project.

          3                 This project, just to be clear, will

          4  not come cheap. The earlier $1.2 billion that I was

          5  describing in terms of conveyance is that at this

          6  point simply a placeholder with a whole host of

          7  other competing conveyance alternatives.  So we will

          8  need to see exactly how much that project costs.

          9                 CHAIRPERSON GENNARO;  So this $40

         10  million expenditure, as you said, may not happen all

         11  in FY 2004.  It will be stage out, and what would be

         12  your expectation for we might know how much this

         13  could ultimately cost and whether or not it is worth

         14  it?

         15                 DEPUTY COMMISSIONER GREELEY:  I

         16  really would not want to say at this point, I mean I

         17  think it is a ways away.

         18                 CHAIRPERSON GENNARO:  But clearly,

         19  this is a big ramp up here, I mean we are going at

         20  this in a pretty significant way.

         21                 DEPUTY COMMISSIONER GREELEY:  Oh,

         22  yes, I do not want to any way underestimate what I

         23  thin is to the Department's creative thinking in

         24  ways that you can address water supply problems.

         25  But I do not want to mislead the Council and give
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          2  you a sense of a timetable, when we really are at

          3  the very beginnings of this process.

          4                 CHAIRPERSON GENNARO:  Well actually,

          5  we are far along enough into it to be willing to

          6  commit $40 million for looking at it.  So,

          7  obviously, there is some amount of, you know, like a

          8  lot of brain waves that have been expended on this

          9  to date, and that is a good thing.  And so, what

         10  study or what has happened within DEP to be sort of

         11  sanguine and bullish on this proposal to the extent

         12  that the funding is well spent?

         13                 COMMISSIONER WARD:  Well I think

         14  other --  go ahead.

         15                 DEPUTY COMMISSIONER GREELEY; Well,

         16  you mentioned earlier that you are a geologist, and

         17  other people who have looked at aquifer

         18  opportunities, this is not, when I said nobody else

         19  has really done a project of this size, it is not

         20  unproven technology. It is something that brain

         21  waves have been expended on and people do think it

         22  is a good opportunity.

         23                 My reluctance to give you how much it

         24  is going to cost is because we really do not know

         25  yet in terms of having a better sense of what the
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          2  scope and size of the project is, we would be able

          3  to in a preliminary, preliminary basis, maybe six

          4  months, eight months from now, give you one whether

          5  or not it is from a regulatory water supply, legal

          6  framework possible, with some sense of, you know,

          7  back in the envelope, what is the infrastructure

          8  necessary to do it.

          9                 But until we are really well embarked

         10  on the $40 million study, we would be hard pressed

         11  to give a more definitive answer.

         12                 CHAIRPERSON GENNARO;  Do we think

         13  that there is going to be, would this be the kind of

         14  project that would require the placement of like a

         15  very significant facility that could do the deep

         16  well injection or whatever?

         17                 DEPUTY COMMISSIONER GREELEY:  No, I

         18  do not think, if you are talking about some kind of

         19  surface penetration and large facilities somewhere

         20  in Brooklyn and Queens, I do not think that is the

         21  issue.

         22                 I think the issue is one conveyance

         23  down into the system, how do you surcharge the

         24  system, bringing it up within the local distribution

         25  network, I do not see a significant facilities.
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          2  There are obviously pumping and treatment, and

          3  redistribution, but I do not see like a really, what

          4  you are concerned about potentially is a really

          5  large, you know, facility somewhere in the Brooklyn,

          6  Queens, South East Queens there, at this point, I

          7  would not say so.

          8                 CHAIRPERSON GENNARO:  All right.

          9  With regard to, I am going to go to the wells in

         10  Jamaica, one of my favorite topics.

         11                 Oh, yes, I would like to recognize

         12  once again the presence of Bill DeBlasio from

         13  Brooklyn.

         14                 COMMISSIONER WARD:  You are leaving

         15  again?

         16                 COUNCIL MEMBER DEBLASIO:  Last one to

         17  get out of here, all day hearing.

         18                 CHAIRPERSON GENNARO:  Right, I am the

         19  one in the middle.  During the height of the drought

         20  at the time we had our discussion, we were drawing

         21  something on the order of 10 million gallons a day,

         22  10 or 11, something like that with the proposal over

         23  like the not too distant terms of going to 50-

         24  million gallons a day, or more.  And I was of the

         25  understanding that we were not going to proceed,
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          2  that we were not going to proceed too far down along

          3  the track of rehabilitating these wells and bringing

          4  new significant capacity on line without further

          5  discussion.

          6                 And I am wondering what the current

          7  draw rates are now from the Jamaica wells into the

          8  distribution system overall?

          9                 COMMISSIONER WARD:  It remains at

         10  about 12 million gallons a day.

         11                 CHAIRPERSON GENNARO;  So it is

         12  remaining at about 12 million.  You have got to talk

         13  right into the mic, like I am doing.

         14                 COMMISSIONER WARD:  We have not

         15  activated any additional wells, we have not brought

         16  any of the wells on line, as we promised we would

         17  not until we had discussions.  We are continuing to

         18  make them ready, we are replacing pumps, we are

         19  upgrading disinfection capability, but we have no

         20  plans at this time to bring any additional wells on.

         21                 CHAIRPERSON GENNARO:  How much is in

         22  the capital budget for the rehab for the former

         23  Jamaica Water Service Wells? Other than like the

         24  cleanup and all that of 180th Street, which is like

         25  a separate thing.
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          2                 COMMISSIONER WARD:  As we mentioned

          3  at the last budget meeting, it was about $8 million

          4  total, and it will not go over that.

          5                 CHAIRPERSON GENNARO:  For the whole-

          6   -

          7                 COMMISSIONER WARD:  For the whole

          8  drought reactivation program.

          9                 CHAIRPERSON GENNARO:  I see, and we

         10  are only drawing about 12 now.

         11                 COMMISSIONER WARD:  Correct.

         12                 CHAIRPERSON GENNARO:  Okay.  Another

         13  favorite topic of mine, the hard to quantify

         14  universe of people who are not currently filing the

         15  FIF forms for the right- to- know and our mutual

         16  quest to try to find out who these people are and

         17  what they are hiding, and what they are up to, and

         18  you know, your good efforts over the last couple of

         19  years to try to bring more people into the fold,

         20  which has happened, and there was, and when we last

         21  brought this up, we were, you were proceeding with a

         22  consultant contract, that, you know, we had talked

         23  about to try to find out the existence of these

         24  folks so that, and who they are and where they are

         25  so we can get them out there, and you know, made all
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          2  the more urgent by, you know, terrorist activities

          3  over the last 18 months, it would be great for us to

          4  know that everyone who is filing NFIF(sic) is

          5  actually doing that,  and what is the actual status

          6  of that consulting contract, and is it underway, and

          7  have we identified it?

          8                 COMMISSIONER WARD:  It is underway,

          9  but I do not have any preliminary results of our

         10  ability to yet determine who else is out there and

         11  filing.  We have with the Department of Health

         12  create a strategic alliance with their filing and

         13  their tracking of contaminants of concern, and

         14  chemicals of concern, but I will have to get back to

         15  you on.

         16                 CHAIRPERSON GENNARO:  But this is

         17  something, which is in place right now.  There is

         18  someone engaged, and this entity is working towards

         19  this goal of finding out.

         20                 COMMISSIONER WARD:  Exactly, I will

         21  have to get back to you.

         22                 CHAIRPERSON GENNARO:  Okay, that is

         23  one of my little pet projects there.

         24                 COMMISSIONER WARD:  It is an

         25  important one.
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          2                 CHAIRPERSON GENNARO:  If you could,

          3  Commissioner, if you could update us on DEP's

          4  efforts since March regarding State Legislation to

          5  amend the public health laws to include a higher

          6  penalties and more effective enforcement of

          7  watershed rules and regulations.

          8                 COMMISSIONER WARD:  I will have to

          9  ask General Counsel Hopper to join me on this one.

         10                 CHAIRPERSON GENNARO:  Sure.

         11                 COMMISSIONER WARD:  The short answer

         12  is that we are still talking to the State Department

         13  of Health, they have not moved the bill yet.

         14                 CHAIRPERSON GENNARO:  And

         15  notwithstanding my powerfully voided resolution on

         16  this?

         17                 COMMISSIONER WARD: Thunder brought

         18  down their heads.

         19                 MR. HOPPER:  I am afraid I cannot

         20  tell you otherwise..

         21                 CHAIRPERSON GENNARO:  What is the

         22  status of the bill on it, there is, whose bill is

         23  this?

         24                 COMMISSIONER WARD:  Well it needs

         25  sign off by the State Department of Health, because
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          2  it is water quality violations. So it is - -

          3                 CHAIRPERSON GENNARO:  Yes, but do we

          4  have like a sponsor of the bill, is there

          5  legislation in existence?

          6                 COMMISSIONER WARD:  There is no bill

          7  yet, because DOH has yet to sign off on what we are

          8  proposing.

          9                 CHAIRPERSON GENNARO:  Oh, I mean - -

         10                 COMMISSIONER WARD:  We are in active

         11  discussions with them, and how important this is.

         12  We are continuing to talk with them.  We can give

         13  you the context that Roncho Mantano at the

         14  Department of Health to make clear how this is an

         15  important part of the City initiative.

         16                 CHAIRPERSON GENNARO;  Yes.  So right

         17  now the process that is out there that you are

         18  talking to, I guess, State Health and State DEC for

         19  something that they would like enough to put in like

         20  a Governor's program bill or something, is that?

         21                 MR. HOPPER:  Yes, that is what we are

         22  having, Mr. Chairman, we are having ongoing

         23  discussions with DOH, because as you have pointed

         24  out, this would be an amendment to the Public Health

         25  Law,  - -
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          2                 CHAIRPERSON GENNARO:  Right.

          3                 MR. HOPPER: --  which is the enabling

          4  statute for State DOH.  We would need their support,

          5  and they in turn would need the support and

          6  encouragement of the Administration at the State

          7  level to put a bill like this through.  We are still

          8  talking to them, but as the Commissioner indicated

          9  there is no bill at the moment, and I wish I could

         10  give you a timetable, but I cannot.

         11                 CHAIRPERSON GENNARO:  Right.  This is

         12  like such a common sense thing.

         13                 COMMISSIONER WARD:  Within a public

         14  chamber, let me just say that I think the concern

         15  with the increase in fines Upstate given the

         16  relationship between the City and Upstate

         17  communities is always a sensitive and tenuous one.

         18  And I think State DEC and DOH, unfortunately, are

         19  proceeding very cautiously given that tension.

         20                 CHAIRPERSON GENNARO: Okay another

         21  question I am going to read.  I am going to go out

         22  to consent orders, please, update the Committees on

         23  the renegotiation of the State and Federal Consent

         24  Orders regarding Waste Water Treatment Plants and

         25  combined sewer overflows?
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          2                 COMMISSIONER WARD:  Sure.  Well, I

          3  would not want to overstate the communications that

          4  we have had with both State DEC, EPA, and State

          5  Department of Health.  I think we have begun to

          6  engage in a very positive dialogue that all three

          7  parties recognize that there are some significant

          8  capital requirements in those consent degrees that

          9  there has been a merging and changed technology

         10  associated with particularly nitrogen.  But then

         11  there are also ramifications, for example, as it

         12  relates to DOH's consent degree for covering the

         13  Hill View Reservoir.  Obviously, the Kensico City

         14  Tunnel will have a significant impact on the

         15  efficacy of covering the Hill View Reservoir.

         16                 So we have engaged all three

         17  agencies.  We have been meeting and discussing our

         18  strategy.  To date, I would characterize their

         19  response as one of openness and receptivity, all be

         20  it one that they retain and reinforce their right

         21  and hold us to their consent degrees.  EPA and DEC

         22  as it relates to nitrogen are evaluating some of our

         23  notions of advance technology, which is cheaper.

         24  CSOs, we have been long discussing the lack of

         25  compliance with State DEC, so they have been, they
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          2  are open to where we are reprogramming that.

          3                 I appreciate you asking the question,

          4  because it has been interesting in terms of, since

          5  we have submitted the capital plan and the concerns

          6  of where we are rates.  There are a number of

          7  projects of where you ask where we are with our

          8  capital plans that we are not funding and CSOs in

          9  particular is always a community based concern.  So

         10  that has been raised as why isn't the Department

         11  going forward with some of those other CSO projects.

         12    So we are balancing right now a fiscal requirement

         13  to renegotiate and not do projects, and at the same

         14  time, local water bodies, which are seeing a

         15  deterioration, I have representatives saying, this

         16  has got to be your next project.

         17                 CHAIRPERSON GENNARO:  So this can be

         18  potentially lead to other things that we are going

         19  to have to throw in the 10 year plan at some point

         20  to do some of these projects, which are not, like

         21  into now, right?

         22                 COMMISSIONER WARD:  You raise a good

         23  point.  I think the City and the Administration and

         24  the Council would need to come together at a later

         25  point and determine exactly what is the best manner
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          2  to address these consent degree should renegotiation

          3  prove unsuccessful.  I think from our perspective we

          4  take very seriously the size of the capital plan,

          5  and if it were to require funding, we would be hard

          6  pressed given what we have said to the Council and

          7  other communities that the plan should grow, would

          8  potentially require a re- strategizing, a re-

          9  prioritizing of that capital plan, and eliminate

         10  other potential projects.

         11                 COUNCIL MEMBER GENNARO:  Yes, that

         12  certainly, that is part of the concern, any time you

         13  look at a plan, even one that is big as this is, you

         14  want to like, what is not in that has to be in there

         15  for some reason or another.  And we all, you know --

         16                 COMMISSIONER WARD:  I think the

         17  Council will hear loudly and clearly through this

         18  coming year, from its members of projects that are

         19  not in this capital plan.

         20                 CHAIRPERSON GENNARO:  With regard to

         21  CSOs and nitrogen and all that, let me just bring up

         22  one of my, another one of my pet topics, which is,

         23  you know, pre- waste disposers.  And I think that we

         24  have established at the, I guess, it was Sanitation

         25  hearing.

                                                            72

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2                 COMMISSIONER WARD:  No, it was the

          3  last time I was--

          4                 CHAIRPERSON GENNARO:  It was the last

          5  time I was, no, it was Mike McMahon, you know, it

          6  was when Mike McMahon was doing - -

          7                 COMMISSIONER WARD:  Yes, I am sorry,

          8  you are correct.

          9                 CHAIRPERSON GENNARO:  The potential

         10  impact of food waste disposers and the deleterious

         11  effect that that could have on the nitrogen that

         12  ultimately goes out at the time we are trying to

         13  work with the federal government on that touchy

         14  issue.  I do not want to recover that ground.

         15                 But with regard to the CSO tanks that

         16  are being built under the ground at various

         17  locations, I am wondering about an engineering

         18  prospective of whether, on what the possible

         19  deleterious effects of you know food waste that

         20  would be mixed in- -

         21                 COMMISSIONER WARD:  Right, right.

         22                 CHAIRPERSON GENNARO:  With the waste

         23  stream, what effect that may have on the ability of,

         24  or on the quality of the treatment.  To me it is a

         25  challenging engineering enterprise to put sewage
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          2  under the ground, hold it there for a couple of

          3  days, and then ultimately, you know, feed it through

          4  its treatment plants, and still have it all work.  I

          5  am sure that there are problems that are incumbent

          6  with that, that I think are only made worse by the

          7  existence of, you know, food waste particles in the

          8  sewage waste stream.

          9                 And to the extent that there is

         10  someone here who can speak to how much of a bad

         11  thing that this is, not that I am going to put words

         12  in anybody's mouth.

         13                 COMMISSIONER WARD:  Unfortunately, Al

         14  Lopez is not here today, but he and I have talked

         15  about the issue.  Last time when we were testifying

         16  in front the Solid Waste Committee, we talked about

         17  the impact of food waste as it relates to nitrogen

         18  and the surrounding water bodies, and we did not

         19  talk about the question that you have just raised.

         20                 CHAIRPERSON GENNARO:  It is a great

         21  opportunity to get on the record right now.

         22                 COMMISSIONER WARD:  Which is that, if

         23  the combined sewer system is also now accommodating

         24  food, as it has been ground, and you have that

         25  system carrying food to a CSO - -
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          2                 CHAIRPERSON GENNARO:  Tank, you mean,

          3  tanks.

          4                 COMMISSIONER WARD: - -  tanks, or

          5  elsewhere within the CSO system, you are creating a

          6  breeding ground for rats.  And rats will go where

          7  food is.  And if food becomes part of our sewer

          8  system, you will see rats in ways that you have

          9  probably never seen before within our sewer system.

         10  So keeping the sewer system for rain water runoff,

         11  starts with our clean beaches, Clean Streets/ Clean

         12  Beach program, which is to keep people from throwing

         13  trash in the sewers.  Which that in a storm

         14  situation, potentially washes up on our beaches.

         15                 If we were to have food combined with

         16  that waste stream down in the sewer system, you

         17  would have public, significant public health issue

         18  as it relates to rat infestation.

         19                 So we can think that it is just

         20  another --

         21                 CHAIRPERSON GENNARO:  But not only

         22  that, I mean, there is also the issue of the ability

         23  of a sewage treatment plant to effectively treat

         24  sewage that has been hanging out underground in a

         25  tank for a couple of days or whatever.  Because I
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          2  think there is a certain, I am not an engineer on

          3  this one.  But there is a certain amount of time

          4  that once you, there is a holding time, and it goes

          5  septic, and there are problems or whatever, and it

          6  seems that the problems that are, you know, attended

          7  to holding sewage under the ground would only be

          8  made worse by the presence of food particles there.

          9                 COMMISSIONER WARD:  Right.

         10                 CHAIRPERSON GENNARO;  One more reason

         11  not to like the food waste disposals.

         12                 COMMISSIONER WARD:  Right, and it

         13  would further stress the capacity of our wastewater

         14  treatment facilities is that additional volume would

         15  require significant more treatment.

         16                 CHAIRPERSON GENNARO:  Not only more

         17  treatment, but, I mean, I think it decreases the

         18  amount of time that you can sort of hold the sewage

         19  under the ground, because it probably increases the

         20  amount of time, it would expedite the process of the

         21  sewage going septic or whatever the appropriate

         22  engineering term is.  That is my understanding.

         23                 COMMISSIONER WARD:  So we have three

         24  justifications.

         25                 CHAIRPERSON GENNARO:  Three
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          2  justifications.

          3                 COMMISSIONER WARD:  Keep it out of

          4  the sewers, keep it out of CSOs, and mostly, keep it

          5  out of the surrounding water bodies.

          6                 CHAIRPERSON GENNARO:  I will tell you

          7  what, if I get what I am looking for in water --

          8  no, forget it, I am not going to say that.

          9                 Yes, because this is a particular

         10  concern for me, as I know it is for all of you, and

         11  in all candor and all seriousness, and I did not

         12  mean to make a deal with you just now on that thing.

         13                 COMMISSIONER WARD:  It is quite all

         14  right.

         15                 CHAIRPERSON GENNARO:  Let me see if I

         16  have anything else that I need to get to.

         17                 COMMISSIONER WARD:  Sure.

         18                 CHAIRPERSON GENNARO:  We are coming

         19  to the end, just to let you know.  I know the hour

         20  is late.

         21                 Okay, this has to do with the

         22  consultant for the Noise Code.  We had heard

         23  previously that there were going to be

         24  recommendations by the Noise Consultant by the end

         25  of the calendar year.  And is there some sort of a
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          2  study or former assessment that you or the

          3  consultant can provide in addition to, I guess the,

          4  addition to legislation.  I guess the idea is that

          5  the consultant would give rise to, or offer some

          6  recommendations on noise legislation?

          7                 COMMISSIONER WARD:  Maybe I said

          8  consultant, but I did not mean it.  We are working

          9  with the League of the Hard of Hearing, on which is

         10  really a noise, sort of specialist on the impacts of

         11  noise to look at ways that the Noise Code could be

         12  modified.

         13                 We have within the Department

         14  sufficient acoustical noise expertise on the more

         15  technical side.  We need to shape the noise envelope

         16  for various parts of the City and understand the

         17  kind of health impacts.  As I said earlier to

         18  Council Member Vallone, Jr.'s question, I think we

         19  could be back discussing what are some of the themes

         20  or approaches to that prior to final legislation,

         21  probably by the early fall.

         22                 CHAIRPERSON GENNARO:  And I seem to

         23  recall, I guess in the last budget hearing,

         24  whatever, or some time ago, maybe it was last year,

         25  that it was made mentioned that there was a
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          2  consultant that we hired for noise.  Was that not

          3  the case?

          4                 COMMISSIONER WARD:  I will have to

          5  get back to you. I have been corrected, and I do not

          6  mind being corrected.  There is a consultant who has

          7  been looking at the Noise Code in consultation with

          8  the League of Hard of Hearing and the Department.

          9  Again, this is, we are going through that now, and

         10  will be back to talk to the Council before anything

         11  is introduced and what the balancing acts are, I

         12  mean, with the Noise Code.

         13                 CHAIRPERSON GENNARO:  Okay.  This is

         14  a follow- up, it seems like we did this the last

         15  time, but maybe we will just do it again, or

         16  whatever.  A recent New York City Controls Report

         17  indicated that there is much as $600 million in

         18  uncollected fines by ECB at the Fiscal 2004

         19  Preliminary Budget hearing, you stated that 70

         20  percent of all fines are collected and there is an

         21  80 percent compliance rate.  You indicated that you

         22  would be willing work with other agencies involved

         23  to improve the overall collection rate.  And I guess

         24  this is just by way of follow- up to find out is

         25  there any evolution in that thinking or whatever?
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          2                 COMMISSIONER WARD:  We are

          3  continuing, as I said in my testimony, continuing to

          4  work with Finance, which is really the collection

          5  agency to segregate that available debt.  I mean to

          6  segregate that debt and develop strategies for

          7  collection, and we are continuing to do that with

          8  Finance.

          9                 CHAIRPERSON GENNARO:  Yes, but this

         10  is more like an onerous on Finance, and not on ECB,

         11  as I see it, right?

         12                 COMMISSIONER WARD:  It is, it is

         13  primarily a Finance issue.  But we have been, and

         14  the reason why it is an ECB issue is less from a

         15  collection perspective and more on a policy

         16  perspective, given the range of violations that go

         17  in front of ECB and the public health or public

         18  safety implications, we just want to make sure that

         19  we are not sending the wrong single to people who

         20  have gotten violations, in terms of whether or not

         21  we are going after you for bad debt.  But you are

         22  right, it's Martha Stark has been very aggressive in

         23  Finance for collections.

         24                 CHAIRPERSON GENNARO:  Right, so this

         25  is, okay, I will give this one back to David Weprin.
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          2                 COMMISSIONER WARD:  Good.

          3                 CHAIRPERSON GENNARO:  Commissioner,

          4  thank you very much.  Thank you to all the people,

          5  and a special thank you for being so patient and for

          6  staying afterwards.  I know the hour is late, I

          7  appreciate your being here.  Thank you very much,

          8  Commissioner

          9                 COMMISSIONER WARD:  Thank you.

         10                 CHAIRPERSON GENNARO:  The hearing is

         11  adjourned.

         12                 (Hearing adjourned at 5:45 p.m.)
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