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          1  SUBCOMMITTEE ON PUBLIC HOUSING

          2                 CHAIRPERSON REYNA: Good afternoon.  I

          3  call this hearing to order on the Subcommittee of

          4  Public Housing, Section 3 and the CM/Build Program.

          5  My name is Diana Reyna, Council Member and Chair of

          6  the Subcommittee on Public Housing.

          7                 I would like to thank Andrew Sterrer,

          8

          9  Carl Camalucci (phonetic), my Chief of Staff for

         10  assisting me in preparing for this hearing.  As you

         11  can see we are not here in as far as a full

         12  Committee with Members, my colleagues are not

         13  present here today.  So much is going on that I

         14  would like to apologize on their behalf.  It is not

         15  a testament of the lack of interest but rather they

         16  said they would be on their way trickling in and out

         17  and we will certainly have all the testimonies on

         18  the record where they would be able to have the

         19  opportunity to review everyone's statement.

         20                 Today's hearing is an oversight

         21  hearing on the City's implementation of Section 3 of

         22  the Housing and Urban Development Act and the new

         23  Contract Manager Build Program, other known as

         24  CM/Build Program administered by the New York City

         25  Housing authority other known as (NYCHA).  The
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          2  purpose of Section 3 of the Housing and Urban

          3  Development Act is to ensure that the employment and

          4  other economic opportunities generated by Federal

          5  financial assistance for the Housing and Community

          6  Development Program shall, to the greatest extent

          7  feasible, be directed toward low and very low-

          8  income persons, particularly those who are

          9  recipients of government assistance for housing and

         10  to business concerns, which provide economic

         11  opportunities to low and very low- income persons. Section

         12  3 is thus a vital federal procurement policy that

         13  can help many disadvantaged persons obtain

         14  meaningful employment if there is proper compliance

         15  by local governments and contractors.  Today's

         16  hearing will, therefore, serve to explore the extent

         17  to which the City's two housing agencies (HPD) and

         18  (NYCHA) are complying with Section 3.

         19                 Unfortunately, I have to mention that

         20  HPD will not be joining us for this hearing.  They

         21  have reviewed their data and feel that according to

         22  the numbers, they don't contract out more than $200

         23  thousand contracts that are applicable to the CBBG

         24  grants and I would have preferred them to come and

         25  state that on the record, rather than not showing
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          2  up, but we will have further discussion on that

          3  component.

          4                 Today's hearing will also serve to

          5  explore and analyze the benefits and downfalls of

          6  NYCHA's new CM/Build Program, in relation to

          7  compliance with the requirements of Section 3.  The

          8  stated purpose of NYCHA's CM/Build Program is to

          9  improve the quality and timeliness of major

         10  construction projects and to provide long- term

         11  opportunities of employment for NYCHA residents. The

         12  CM/Build Program is estimated to enable 300 public

         13  housing residents, over the course of three years,

         14  to learn skilled trades through a Pre-

         15  apprenticeship and then enter a state- approved

         16  Apprenticeship program.

         17                 In prior years NYCHA has not

         18  successfully  complied with Section 3 and Federal

         19  and State prevailing wage requirements in the

         20  awarding of public works projects.  This is not to

         21  be critical of their past attempts, but more so an

         22  attempt of moving forward on how we can make Section

         23  3 work with a new incentive.  And some may criticize

         24  us for reinventing the wheel, but my expectation and

         25  hope is that this will work.
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          2                 NYCHA provides affordable housing to

          3  nearly 420,000 authorized low and moderate- income

          4  residents in 346 housing developments, with 181,000

          5  apartments in five boroughs.  A recent report found

          6  that over 50 percent of African- American males aged

          7  16- 64 in New York City are unemployed and this same

          8  devastating statistic holds true for the African-

          9  American male residents of public housing.  And this

         10  is not exclude any other particular ethnic

         11  background, but a study concluded these numbers and

         12  we wanted to just put some value to those

         13  percentages to understand the devastation that is

         14  occurring amongst pockets of poverty in the City of

         15  New York.

         16                 Thus, today's hearing is particularly

         17  important in light of this report and in light of

         18  the new federally mandated Community Service

         19  Requirement for public housing residents and the

         20  estimated 70,000 to 80,000 persons who are not

         21  exempt from performing the requirement because they

         22  are unemployed.

         23                 Finally, today's hearing will serve

         24  as an important venue for elected officials, public

         25  housing residents, labor and community
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          2  representatives to share information regarding

          3  CM\Build and Section 3, assess the program and its

          4  progress and use this information to continually

          5  improve the program overtime, leading to greater

          6  compliance with Section 3 and more jobs for

          7  residents.               Further, it is our hope

          8  that this hearing will be the basis for regular

          9  reporting on the progress of CM/Build Program and

         10  compliance with Section 3 so that all the

         11  stakeholders can collectively assess the program to

         12  ensure the mutual goal of employing as many

         13  residents as possible.

         14                 I would like to thank NYCHA for being

         15  here with us today.  I would like to have them

         16  introduce themselves before their testimony and

         17  conclude it with their testimony.  Thank you.

         18                 MR. FARRO: Good afternoon Chairperson

         19  Reyna.  I am Joe Farro, I am the Deputy General

         20  Manager for Capital Projects and Development for the

         21  New York City Housing Authority (NYCHA).

         22                 MR. SPENCE: Good afternoon

         23  Chairperson Reyna.  My name is Hugh Spence.  I am

         24  the Deputy General Manager of Community Operations.

         25
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          2                 MS. TORRUELLA: Good afternoon

          3  Chairperson Reyna.  My name is Sonia Torruella,

          4  Director of the Resident Employment Services Program

          5  for New York City Housing Authority.

          6                 MR. FARRO: Well again, good

          7  afternoon.  I am Joe Farro, Deputy General Manager

          8  of Capital Projects and Development for the New York

          9  City Housing Authority.  I am here to testify on

         10  NYCHA's new CM/Build Program.  Joining me is Hugh

         11  Spence who is our Deputy General Manager of

         12  Community Operations who will speak on resident

         13  employment and the Section 3 program.  Also joining

         14  us here at the table is Sonia Torruella who is our

         15  Director of Resident Employment Services.

         16                 As you know, the New York City

         17  Housing Authority is the largest public housing

         18  authority in North America.  Currently NYCHA

         19  provides homes to over 420,000 authorized residents,

         20  living in nearly 182,000 apartments in 345 public

         21  housing developments throughout the City.

         22                 NYCHA also oversees a network of

         23  community facilities, which provide a range of

         24  recreational employment and social services

         25  programs.  The maintenance and modernization of our
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          2  nearly 2,700 residential buildings are over 400

          3  community facilities in an immense complex of

          4  mechanical and technological systems, is fundamental

          5  to our ability to preserve public housing for future

          6  generations.

          7                 In that regard, NYCHA has an

          8  extensive capital program with over $4 billion

          9  invested over the past ten years.  At the same time,

         10  we have met all of the U.S. Department of Housing

         11  and Urban Developments annual obligation and

         12  expenditure deadlines, thereby ensuring that NYCHA

         13  receives it full allocation of capital funding,

         14  which is approximately $400 million per year.

         15                 Despite the successes of our capital

         16  program, when Chairman Hernandez arrived at NYCHA at

         17  2001, several concerns had been raised relating to

         18  our capital projects portfolio.  These concerns

         19  centered on the timely completion of construction

         20  work, the quality of work, budget and contractor

         21  performance with regard to resident hiring.  We took

         22  a hard look at these concerns and developed and

         23  implemented several initiatives to make needed

         24  improvements.  Let me begin by describing NYCHAs new

         25  CM/Build Program.
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          2                 NYCHA has implemented the CM/Build,

          3  or Construction Management/Build Program, which

          4  dramatically changes the way we manage our capital

          5  projects portfolio.  Modeled after similar programs

          6  that have worked successfully for the Port Authority

          7  and the City's Department of Design and

          8  construction, CM/Build will utilize private

          9  construction management companies to oversee major

         10  construction contracts.  The main goal of CM/Build

         11  is to improve the quality of construction work, and

         12  ensure that projects are completed on time and

         13  within budget.

         14                 The Housing Authority formulated its

         15  CM/Build Program  after listening to the concerns of

         16  residents, elected officials and others interested

         17  in our Capital Program and we restructured our

         18  Division of Capital Projects and Development to

         19  support a single point of responsibility,

         20  accountability and authority for NYCHA construction

         21  projects from inception to completion.

         22                 In December 2003, the NYCHA Board

         23  approved the award of five contracts to private

         24  construction management companies for CM/Build

         25  services totaling $445 million over the next three
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          2  years. This represents about half of the Housing

          3  Authority's budgeted construction portfolio.  These

          4  awards were made in response to a Request for

          5  Proposals, which was issued in July of 2003.

          6                 The five construction management

          7  companies, or CM/Builders will be responsible for

          8  the inspection, supervision, coordination and

          9  administration of each construction project assigned

         10  to them.  Each CM/Builder will bid and award

         11  contracts directly with subcontractors, utilizing a

         12  list of subcontractors, which has been pre- approved

         13  under a public process by NYCHA.

         14                 This pre- qualification process has

         15  stringent criteria.  The subcontractors must have a

         16  strong management performance record, strong

         17  financial capability and the subcontractor must have

         18  an Apprenticeship Program that has been in existence

         19  for at least three years with demonstrated success.

         20  These criteria will allow NYCHA to ensure that

         21  quality subcontractors compete for our construction

         22  portfolio.

         23                 In addition to the benefits of

         24  CM/Build, which will improve our construction

         25  projects.  The program will also provide long- term
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          2  job opportunities for public housing residents.

          3                 Let me turn the testimony over to my

          4  colleague Hugh Spence, who will discuss the

          5  employment component of CM/Build and NYCHAs resident

          6  hiring efforts.

          7                 MR. SPENCE: Chairperson Reyna, I am

          8  Hugh Spence, Deputy General Manager of NYCHAs

          9  Department of Community Operations.  As was just

         10  mentioned each CM/Builder subcontractor is required

         11  to participate in a New York State approved

         12  Apprenticeship Program.  Apprenticeships are three

         13  to five years in duration and provide formal

         14  training as well as on- the- job experience.  For

         15  NYCHA residents, this means the real opportunity of

         16  formal training and eventual employment as a member

         17  of a labor union or other trades group in the

         18  construction trades, such as carpenters, plumbers,

         19  electricians and pipe fitters.

         20                 To ensure that NYCHA residents are

         21  successful in the apprenticeships, NYCHA is

         22  implementing a Pre- apprenticeship Program that will

         23  provide participants with 15 to 20 weeks of

         24  preparation. An RFP seeking qualified providers was

         25  issued earlier this month.
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          2                 The Pre- apprenticeship provider will

          3  recruit and train NYCHA residents, introducing them

          4  to the world of work in the construction trades.

          5  Pre- apprenticeships will participate in a 13 week

          6  Job- readiness Program during which they will become

          7  familiar with the various construction trades so

          8  that they can begin to determine which ones might be

          9  right for them.  The Pre apprenticeship provider

         10  will assess the candidates education and assess the

         11  candidates skill levels, attendance and interest to

         12  help ensure their success as full- fledged

         13  apprentices.  The provider will also be responsible

         14  for assisting in the placement of residents into

         15  apprenticeships, which are run by the

         16  subcontractors.

         17                 In this way, the CM/Build Program

         18  helps us expand our efforts to make long- term job

         19  opportunities available to residents. Let me now

         20  turn to the Federal Section 3 Program.

         21                 As you know, Section 3 stipulates

         22  that to "the greatest extent feasible" and "with the

         23  best faith efforts" employment shall be directed by

         24  contractors to public housing residents and other

         25  low- income persons on capital contracts in excess
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          2  of $100 thousand.  Section 3 has been successful in

          3  providing jobs for some residents, but many of these

          4  jobs have been limited in duration.  Now, with the

          5  implementation of CM/Build, we are confident that

          6  residents will be provided with more long- term

          7  career opportunities.

          8                 Let me stress that historically NYCHA

          9  has been committed to providing employment

         10  opportunities for residents.

         11  First and foremost, you many not be aware of the

         12  fact that nearly 30 percent of NYCHA employees,

         13  that's over 4,000, are public housing residents.

         14  NYCHA has always looked to residents to be a

         15  significant part of the workforce.  The Authority

         16  also operates seasonal and summer job programs that

         17  hire additional residents.

         18                 Current resident employment and

         19  training programs are administered by NYCHAs newly

         20  restructured Department of Resident Employment

         21  Services, which offers NYCHA residents a full array

         22  of resources to equip them with the necessary tools

         23  required to compete in today's job market.  Programs

         24  include outreach and recruitment, assessment, job

         25  readiness workshops, career development, training in
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          2  self- directed job search, job training leading to

          3  specific employment opportunities, referrals to

          4  educational resources, case management and direct

          5  job placement assistance.  Currently, we have

          6  programs with groups such as Wildcat the Borough of

          7  Manhattan Community College and Career and

          8  Educational Consultants to provide training and job

          9  placement opportunities to residents.

         10                 NYCHA is confident that CM/Build and

         11  this fresh approach to the management of our capital

         12  projects portfolio, will yield the desired results

         13  of improved construction and modernization

         14  performance on our capital projects.  And as we go

         15  about the important task of preserving public

         16  housing stock in New York City, we are also

         17  committed to providing real employment opportunities

         18  for residents.

         19                 Joe Farro, myself and Ms. Torruella

         20  will be pleased to answer any of your questions.

         21                 CHAIRPERSON REYNA: Thank you Mr.

         22  Farro, thank you Mr. Spence and Ms. Torruella.

         23                 I have several questions and I am

         24  going to take advantage of the fact that my

         25  colleagues are not here, so I don't have to share
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          2  the list of questions and time that is so limited. I

          3  have to apologize in advance, I have a very

          4  important engagement at 3:00 o'clock.  And if those

          5  of you who are not able to testify today, I will

          6  recess this hearing for a later date that will be

          7  scheduled to give everyone the opportunity.  I hold

          8  this hearing very, very seriously and I will have

          9  expectations that will facilitate opportunities for

         10  everyone to become a stakeholder in the success of

         11  this program.

         12                 Having said that, I have broken my

         13  questions into different categories.  So I would

         14  like to begin asking NYCHA.  I want to thank the

         15  Chairman, although he is not here.  I know the

         16  Chairman and I have had extensive discussions as to

         17  how important it is to seek this opportunity and use

         18  it as a catalyst and learn from the mistakes from

         19  Section 3 and you know, there is always room for

         20  improvement.  I know you have taken this in light of

         21  that to create a well balanced opportunity and see

         22  the success through.

         23                 So I want to find out, is NYCHA

         24  taking any measures to increase the number of

         25  Section 3 jobs created by construction work not
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          2  covered by the CM/Build Program?  And what type of

          3  measures are you implementing, those that you have

          4  had in place, as well as those that are new?  And

          5  you had answered that, part of it in your testimony,

          6  I realize that.

          7                 MR. SPENCE: Yes, I was going to refer

          8  briefly back to the testimony.  One of the points I

          9  would like to make is that the Housing Authority,

         10  when we look at employment for residents Section 3,

         11  CM/Build are but a part of our larger portfolio.  So

         12  the answer is yes, we are looking at ways to

         13  streamline, ways to reach out to other stakeholders

         14  to ensure employment for residents, but beyond that,

         15  I believe that we shouldn't basically rely solely on

         16  these particular areas.  I think Ms.Torruella, in

         17  her department, we looked at the Resident Employment

         18  Department and we revamped it over the last year.

         19  In doing so, I think one of the missions is, is to

         20  really go beyond dependency on the fact that we

         21  believe that many residents of public housing wants

         22  to rely solely on jobs that may be in the

         23  construction industry.

         24                 The idea is to put together an

         25  environment where all residents can participate in
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          2  terms of job search, not only in those particular

          3  areas.  So the answer is yes, we are looking at

          4  monitoring closely what our contractors do, which

          5  you can speak to, we are looking at getting

          6  additional support and funding to be able to do

          7  training.  We are looking at contracts that are

          8  performance based, where if we were to train x

          9  amount of residents that at the end of the day we

         10  need to do a certain amount of placement that we

         11  will do placements for those particular residents.

         12                 CHAIRPERSON REYNA: I will be more

         13  specific here.  I just want to find out, CM/Build

         14  Program only covers half of the amount of money that

         15  will be spent on contracts.

         16                 MR. SPENCE: Correct.

         17                 CHAIRPERSON REYNA: But there is still

         18  a total of $600 million of which residents, should

         19  be, could be employed through the Section 3 Program,

         20  as it has always existed.  What are you, as the

         21  Authority doing in order to ensure that not just

         22  through the CM/Build Program do we accomplish

         23  fulfilling 300 jobs, which is more than what it

         24  called for, because if you start totaling 300 is

         25  well above the minimum number that was required from
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          2  the total amount of dollar contracts.  So

          3  understanding that there is $600 million worth of

          4  contracts, I would expect a certain number of jobs

          5  to come out of that particular avenue for source of

          6  funding.

          7                 MR. SPENCE: We continue to look at

          8  Section 3, we continue to tighten up our

          9  relationships reaching out to contractors, meeting

         10  with contractors, you know, and the $600 million

         11  dollars and then there is -- it's basically half of

         12  our portfolio.  So it doesn't go away.  We continue

         13  to make those efforts, but again I have to stress, I

         14  think the language that uses "best faith efforts,"

         15  we realize that Section 3 never had teeth to begin

         16  with.  From the onset, in the prior Administration,

         17  the Housing Authority reached out and attempted to

         18   -- we created REB (phonetic) and we thought we

         19  could have a little but more success.             I

         20  think again, I can't stress more that I think that

         21  we need to look beyond these particular eras in

         22  terms when we start to talk about developing jobs

         23  for our residents of public housing. CM/Build, I

         24  think is a model that is a strong model going

         25  forward. You know, yes you may say 300 jobs, but I
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          2  think over the next three years, it affords us an

          3  opportunity to bring residents into an environment

          4  where they get training and at the end of the day

          5  they go away with a job that is a career.

          6                 Section 3 on the average, people may

          7  be employed any where from three months to six

          8  months and then they are unemployed again.  We had

          9  to take a strong look at that model.

         10                 CHAIRPERSON REYNA: Sure.

         11                 MR. SPENCE:  And I have to also

         12  stress, I have to stress that the housing authority

         13  we are not an employment agency one and two we are

         14  dedicated to maintaining our aging housing stock.

         15  Meaning getting the best work possible to maintain

         16  that housing stock for years to come because you

         17  know we represent like one in twelve New Yorkers who

         18  live in public housing.  So that is foremost.  And

         19  the same time we have a social responsibility for

         20  supporting of our residents, which I have laid out

         21  in the testimony.

         22                 So I think we really need to have to

         23  be clear and Joe can actually speak to that at

         24  length, but you know, we have an infrastructure

         25  that's aging, we need to be able to get the best
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          2  contractors in to do the best job and at the same

          3  time we want to see what opportunities are there to

          4  be able to provide gainful employment for our

          5  residents.

          6                 CHAIRPERSON REYNA: I think you are

          7  far ahead of the game as far as, you know, I

          8  understand that you are not an employment agency,

          9  but you have the best of both worlds. The

         10  opportunities that you receive through the Federal

         11  Government and I understand that they are cutting

         12  you by the knees as far as funding is concerned. But

         13  we also have to be mindful of the fact  that where

         14  there is opportunity to have duality, not just

         15  create better housing, but also create employment

         16  opportunities for those same residents for better

         17  quality of life that you are gaining twice as much.

         18  I want to find out, because you had mentioned that

         19  Section 3 does not have teeth.  I can certainly

         20  agree with you.

         21                 How has NYCHA in the past or in the

         22  present monitored contractors compliance with

         23  Section 3 and the Federal Davis Bacon Act, which is

         24  prevailing wage law requirements?

         25                 MR. SPENCE: I think I'll just have
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          2  Sonia Torruella, she will speak briefly about the

          3  first part of your question and what NYCHA is

          4  basically doing to develop going forward the Section

          5  3 Program.

          6                 MS. TORRUELLA: To the department, the

          7  Resident Employment Services is responsible for

          8  monitoring these Section 3 contracts that are

          9  awarded to capital improvement projects.

         10                 CHAIRPERSON REYNA: Ms. Torruella, can

         11  you please just repeat your name over the record?

         12                 MS. TORRUELLA: Sonia Torruella.

         13                 CHAIRPERSON REYNA: Thank you.

         14                 MS. TORRUELLA: As part of that

         15  monitoring, I have a staff of about eight Contract

         16  Monitors who are assigned contractors specifically

         17  to monitor, (1) their progress in the work and (2)

         18  their resident hires.  So we do have a process by

         19  which we meet with contractors, we use a milestone

         20  basis, 25 percent of completion, 50 percent of

         21  completion, 75 percent of completion, just to gauge

         22  whether or not our contractors are complying with

         23  their commitment to hiring residents.

         24                 CHAIRPERSON REYNA: And how much work

         25  does each contract monitor have?
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          2                 MS. TORRUELLA: Okay, they range

          3  between about 30 to 45 contracts per monitor.

          4                 CHAIRPERSON REYNA: That's a lot of

          5  work in itself.

          6                 MS. TORRUELLA: Yes.

          7                 CHAIRPERSON REYNA: Do you see

          8  yourself expanding?

          9                 MS. TORRUELLA: Well it depends

         10  because not all of the work is happening all at the

         11  same time so we are able to gauge it so that as the

         12  work is happening, as contracts become available to

         13  us, we gauge it to see when it is going to start and

         14  who has the most active contracts at that time.  So

         15  actually it is very manageable at this time.  We did

         16  a whole exercise of removing contracts that we know

         17  are up to 85 percent of completion because by that

         18  time they should have already satisfied their hiring

         19  requirements.  So we did that exercise and actually

         20  reduced all of the case loads that were about 100,

         21  to about 45 to 50 per monitor. So that helped us out

         22  a lot.

         23                 The other thing that we are doing is

         24  that we are instituting a more personal approach to

         25  working with our contractors.  So each of the
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          2  Contract Monitors are responsible for meeting with

          3  at least three contracts per week.  So we are

          4  looking at up to about 20 contractors who are coming

          5  in to sit with us to review the progress of the

          6  contract and the progress of their hiring.  So we

          7  are doing two things, we are calling them and we are

          8  actually meeting with them on a personal basis.

          9                 CHAIRPERSON REYNA: And as you move

         10  forward in assessing those situations, how many of

         11  the contractors are fulfilling the prevailing wage

         12  law requirements, as well as the Section 3

         13  requirements.

         14                 MR. SPENCE: Actually, may I say a few

         15  things.  Our department, DEO has basically been

         16  revamped over the last year.  I can tell you that

         17  currently there are about 148 contractors under

         18  investigation, because of NYCHA's new efforts, which

         19  is significant. I think it's up over maybe 100

         20  percent from past years.  Currently they are

         21  withholding over $2 million dollars outstanding to

         22  contractors and our IG's office currently has

         23  recovered over $6 million dollars.  NYCHA is very

         24  serious about developing systems that have

         25  consequences and you say how do you deal with it?
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          2  You have to develop consequences to contractors to

          3  be able to ensure that they comply with the scope of

          4  work.

          5                 CHAIRPERSON REYNA: Is there any fine

          6  other than taking the contract back?

          7                 MR. FARRO: I think I would like to

          8  take it just a little step back and sort of try to

          9  describe to you what the whole sort of process

         10  improvement is, rather than sort of drag our DEO

         11  Director up here, I sort of will try to do it so we

         12  don't muddle the dais up here with too many people.

         13                 I think what we sort of have now is

         14  we have sort of a collaborative effort between the

         15  Capital Projects Division and DEO and also the

         16  Inspector General's Office, in an attempt to sort of

         17  increase our monitoring and our enforcement of

         18  prevailing wage. In terms of DEO, we're in some very

         19  tough financial times, which you have sort of

         20  mentioned to us.  I think the Chairman and the Board

         21  have recognized that this is a very, very important

         22  issue and in fact, I believe we have doubled the

         23  number of monitors we have in the Office of DEO.

         24  The investigators who actually go out and follow up

         25  on complaints that may be received either from folks
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          2  who are actually employed by contractors or other

          3  stakeholders that the developments who may observe

          4  what they believe, is an infraction of prevailing

          5  wage issues or even members of my staff who now have

          6  also been trained by the Office of DEO.

          7                 CHAIRPERSON REYNA: Joe when you said

          8  there is an increase in monitors are you referring

          9  to the eight Contract Monitors.

         10                 MR. FARRO: No. The Contract Monitors

         11  in Sonia's office have to do with the Section 3.  We

         12  have an Office of Equal Employment Opportunity,

         13  which is headed Fredrica Wilson, who is sitting

         14  right over there.

         15                 CHAIRPERSON REYNA: And apart from

         16  those monitors, we have other monitors that will

         17  keep pace --

         18                 MR. FARRO: These monitors are just in

         19  place to sort of be involved in prevailing wage

         20  enforcement.  Okay.

         21                 CHAIRPERSON REYNA: Correct.

         22                 MR. FARRO: But we have doubled the

         23  number of people in the last year who work on

         24  prevailing wages.

         25                 CHAIRPERSON REYNA: Before you
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          2  continue.  Is there going to be a department, a

          3  separate and apart set of monitors for the CM/Build

          4  Program or is going to be under Ms. Torruella's

          5  division?  So that on top of everything else that

          6  they are doing, they will have to oversee the

          7  CM/Build Program.

          8                 MR. FARRO: Well, one of the things

          9  that you sort of have to understand about CM/Build

         10  is that the CM actually becomes sort of an agent of

         11  the Housing Authority as well.  Okay.  So I think in

         12  my testimony --

         13                 CHAIRPERSON REYNA: They will have

         14  their own monitors?

         15                 MR. FARRO: They will each have

         16  monitors who will be involved --

         17                 CHAIRPERSON REYNA: Separate and apart

         18  from Ms. Torruella.

         19                 MR. FARRO: That's correct. -- Who

         20  will be involved in both prevailing wage enforcement

         21  and who will be involved in sort of compliance with,

         22  in this case, it's the Apprenticeship Program, it's

         23  not really Section 3.  Okay?

         24                 CHAIRPERSON REYNA: Okay.

         25                 MR. FARRO:  So they will have folks
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          2  on their staff who will also be involved with that.

          3  Obviously, since the expertise within NYCHA lies

          4  between these two areas, we will have some oversight

          5  over the CMs but it will be far less than we would

          6  have on direct manage because the CM assumes part of

          7  that role.

          8                 CHAIRPERSON REYNA: Right. Joe,

          9  because I'm really pressed for time and I apologize.

         10    We've been joined by Council Member Margarita

         11  Lopez.  I appreciate you coming.

         12                 I just need to find out if within the

         13  past three years, because there is a host of

         14  questions I need to get through.

         15  In the past three years, how many Section 3 hires

         16  were there.  To the best of your knowledge.

         17                 MR. FARRO: I actually have that

         18  number if I go through here someplace, but it's

         19  approximately 800.  Okay.  I don't have the -- I

         20  could go through these pages and try to find the

         21  exact number for you but I remember it's

         22  approximately 800.

         23                 MS. TORRUELLA: That's what it is.

         24                 CHAIRPERSON REYNA: And that's from

         25  2001 to the present or 2003?
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          2                 MS. TORRUELLA: To 2003

          3                 CHAIRPERSON REYNA: How many of the

          4  800 continue to be employed?

          5                 MS. TORRUELLA: That's really hard to

          6  determine because as we mentioned earlier, most of

          7  those jobs are short- term jobs so the residents do

          8  become employed and once they are let go from that

          9  job they become part of our active list again.  They

         10  need to be recycled, you know, for another position.

         11                 CHAIRPERSON REYNA: Yes.

         12                 MS. TORRUELLA: So, it's really hard

         13  to determine how long, or if that person is still

         14  employed.  They can either be employed or not be

         15  employed or to be back on the list waiting for a

         16  job.

         17                 MR. FARRO: The vast majority of our

         18  contracts that fall under Section 3, right, are

         19  contracts that probably don't last longer than about

         20  a year, okay.  So I mean you know that is sort of

         21  the big difference that we keep talking about with

         22  CM/Build.  Okay.

         23                 CHAIRPERSON REYNA: And this is where

         24  you will improve the program?

         25                 MR. FARRO: CM/Build creates -- the
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          2  average length of an apprenticeship okay, in the

          3  trades is 3 to 5 years.  Not only do you wind up in

          4  a situation where there is a long- term career

          5  opportunity but the length of the apprenticeship

          6  itself may outlive the length of a contract.  I mean

          7  that's one of the interesting aspects of CM/Build,

          8  is that even though a subcontractor may only have a

          9  one year subcontract, their requirement is if their

         10  contract is over $2 million, if they keep that

         11  apprentice on their payroll for the full term of the

         12  apprenticeship.

         13                 CHAIRPERSON REYNA: Right.  As far as

         14  NYCHA is concerned, is it correct that you must

         15  submit a Section 3 Summary Report with its Annual

         16  Plan to HUD?

         17                 MR. SPENCE: Yes

         18                 CHAIRPERSON REYNA: Does this report

         19  say anything about business concerns?

         20                 MR. SPENCE: I'm not sure what you are

         21  asking.

         22                 CHAIRPERSON REYNA: As far as business

         23  concerns, Section 3 requires that contracts for

         24  housing rehabilitation and construction or other

         25  public construction projects be awarded to business
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          2  concerns located in or owned in substantial part by

          3  people residing in the area where the work is to be

          4  performed.

          5                 MR. SPENCE: And the question is?

          6                 CHAIRPERSON REYNA: Does this report,

          7  your report, the Summary Report to the Annual Plan

          8  to HUD, mention any update or attempts to fulfill

          9  the business concerns requirement?

         10                 MR. SPENCE: I'll have to get back to

         11  you on that actually.  We'll take a look at that and

         12  get back to you.  I'm necessarily clear on that.

         13                 CHAIRPERSON REYNA: Okay. Has HUD or

         14  the Federal Government every notified NYCHA of any

         15  complaints about non compliance of Section 3?

         16                 MR. SPENCE: Not to my knowledge.

         17                 CHAIRPERSON REYNA: Do they review any

         18  contracts that have been awarded funding through

         19  NYCHA, but have not fulfilled the Section 3

         20  requirement?

         21                 MR. SPENCE: Are you referring to HUD?

         22                 CHAIRPERSON REYNA: Yes.

         23                 MR. SPENCE: Not to my knowledge.

         24                 CHAIRPERSON REYNA: And what

         25  percentage of NYCHA Section 3 covered contracts are
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          2  actually awarded to Section 3 Business Concerns.

          3  You wouldn't know that and you said you would get

          4  back to us.

          5                 How does NYCHA determine which

          6  businesses fall into the category of Section 3

          7  business?

          8                 MR. FARRO: I think this whole area of

          9  questioning with respect to Section 3 business

         10  concerns, quite frankly, we don't seem to be

         11  prepared to be able to sort of deal with that line

         12  of questioning.  So we will be happy to --

         13                 CHAIRPERSON REYNA: I will get back to

         14  you.

         15                 MR. FARRO: If you could give us

         16  something on the side in writing, we would be very,

         17  very  happy to get back to you.

         18                 CHAIRPERSON REYNA: Andrew Sterrer, he

         19  will take care of that.  He will get you that list

         20  of questions and hopefully a quick response toward

         21  what these questions and it's answers are regarding.

         22

         23                 MR. FARRO: We'll get back to you as

         24  quickly as we can.

         25                 CHAIRPERSON REYNA: As far as the
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          2  CM/Build up questions are concerned.  How were the

          3  CMs selected?

          4                 MR. SPENCE: An RFP was issued in July

          5  of 2003, it was publicly advertised in several daily

          6  newspaper publications. It was also advertised in

          7  several trade publications.  I believe that there

          8  was also an outreach that was done by direct

          9  mailing. That outreach from my understanding,

         10  included outreach to MBE, WBE firms as well.  I

         11  believe it was on our website as well, it was

         12  published in the City Record.  We held two pre-

         13  proposal conferences.  As a matter of fact, we held

         14  the second pre- proposal conference because there

         15  was some confusion about the location of the first

         16  one, so we held the second one to make sure that

         17  everyone had the opportunity to attend a pre-

         18  proposal conference.  I believe that we received 21

         19  responses to the RFP and at the end of the day as we

         20  previously indicated at the end, a sort of

         21  evaluation and recommendation process, we awarded

         22  five contracts so the Board approved the award of

         23  five contracts, which I believe is what we actually

         24  stated in the RFP that we intended to award.

         25                 CHAIRPERSON REYNA: Now as far as
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          2  Section 3 language required within the contract

          3  between the CMs and their subcontractor, does that

          4  exist.

          5                 MR. FARRO: Well the subcontracts

          6  contain the language for this Apprenticeship

          7  Program.  Okay.  And in fact, what we sort of

          8  defined this program as, is what we are calling sort

          9  of to make an alternative implementation of Section

         10  3.  So in other words what we have attempted to do

         11  here is, we have tried to take the sort of voluntary

         12  compliance standard that's associated with Section 3

         13  and to make mandatory so that each of the

         14  subcontracts has this mandatory language that will

         15  require a subcontractor for every $2 million worth

         16  of subcontracting work that they have to provide one

         17  apprenticeship slot in an appropriate trade.  So in

         18  other words, when it says in an appropriate trade,

         19  the pluming subcontractor, you know apprenticeship.

         20  If it's a general contract, it could be a carpenter,

         21  it could be a laborer.  Again, as I had indicated to

         22  you previously, that requirement actually survives

         23  the length of the contract.  It the subcontractor

         24  has a one- year or two- year contract, they are in

         25  fact required to keep that apprentice on the payroll
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          2  for the full term of the apprenticeship. There are

          3  requirements in both the Construction Manager's

          4  Contract that the monitor compliance with that

          5  requirement.  And in our RFP that has gone out for

          6  our Pre apprenticeship entity, there are also

          7  requirements for the Pre apprenticeship entity to

          8  monitor the sort of progress of the resident

          9  throughout that process.

         10                 CHAIRPERSON REYNA: Now Joe, I am

         11  going to play devil's advocate here.  What if a

         12  subcontractor is awarded less than $2 million.

         13                 MR. FARRO: I believe that the way

         14  it's worded in the CMs contract is that in instances

         15  where subcontracts are awarded for less than $2

         16  million, I believe there is some type of a formula

         17  in there. I don't know exactly what that is, but I'm

         18  pretty sure because I wrote most of what's in there.

         19    That there is a formula in there that sort of

         20  indicates that how the CM is to sort of divide that

         21  sort of requirement up, so that it eventually

         22  becomes the responsibility of one subcontractor even

         23  though that subcontractor may have a subcontract of

         24  less than $2 million.

         25                 And I can get back to you with the
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          2  specifics of that, but the point is, that if this

          3  $450 million worth of work that is going to be

          4  contracted out, we are going to get 225 slots. There

          5  is going to be one slot for every $2 million dollars

          6  worth of work that is subcontracted out even though

          7  certain subcontractors may have subcontracts of less

          8  than $2 million.

          9                 CHAIRPERSON REYNA: And the remainder

         10  of the 300? You said 225 slots.

         11                 MR. FARRO:  Well its a $1 to $2

         12  million dollar ratio, which on the pure construction

         13  allowances that are associated with the contracts,

         14  will come out to like 225 but there are allowances

         15  for additional services in the contract as well and

         16  those additional 75 slots would be dependent upon

         17  how much of those additional services allowances are

         18  actually used up.  So that at the end of the day, it

         19  will be somewhere between 225 and 300.

         20                 CHAIRPERSON REYNA: Now Joe, as far as

         21  225 being the minimum number, the rest of the 75,

         22  let's say they graduate the Apprenticeship Program

         23  or the Pre- apprenticeship Program going to the

         24  Apprenticeship Program.  What happens to those 75

         25  people?
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          2                 MR. FARRO: Well, there will be

          3  actually far more people who will enter the Pre-

          4  apprenticeship Program than the number.  Actually we

          5  will be recruiting probably close to 500 people for

          6  the Pre- apprenticeship Program because the

          7  discussions that we have had with the various

          8  stakeholders who have been involved in operating

          9  these programs before, and the discussions we have

         10  had with the trade unions, indicate that there is

         11  about a 50 percent sort of drop- off rate, so you

         12  really need to sort of have twice as many people in

         13  the Pre- apprenticeship component as you eventually

         14  intend to move into the Apprenticeship portion.

         15                 So we will size the number of people

         16  who go into the Pre- apprenticeship component

         17  accordingly.  By the time we have our Pre-

         18  apprenticeship component up and running, we will

         19  sort of have an idea or have a better idea of how

         20  much of that additional services allowance we intend

         21  to use up.

         22                 CHAIRPERSON REYNA: Joe, just to be

         23  very clear with you.  My expectation was 300 and I

         24  hope we can as diligently as possible and press upon

         25  the contractors that leverage will be given to those
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          2  RFPs that can perform to the higher extent possible

          3  getting closer to 300 new hires, rather than 225.

          4  Because if we start off at 225, then we are meeting

          5  less of the expectation rather than higher.

          6                 MR. FARRO: Well we will absolutely

          7  endeavor to get as close to the 300 as possible.

          8  But I sort of want to point out to you is that it is

          9  not really so dependent on the contractors, it's

         10  really dependent on the Housing Authority in terms

         11  of how much work. Not in terms of trying to force

         12  performance, but in terms of how much work we

         13  authorize under those additional services components

         14  of the contracts.  If we authorize an additional

         15  $75 million dollars, then we are going to get 300

         16  total slots.  If we don't authorize an additional

         17  $75 million then we are probably going to be

         18  somewhere between the 225 and 300.

         19                 CHAIRPERSON REYNA: Now, as far as

         20  residents accessing the Apprenticeship Programs and

         21  employment through the subcontractors, if they

         22  haven't completed their pre- apprenticeship

         23  training, once the subcontractors have been issued,

         24  how will we fulfill those spaces?

         25                 MR. FARRO:  Well, I going to let
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          2  Sonia Torruella detail that for you, but I am just

          3  going to give you the broad answer first before I

          4  turn it over to Sonia.

          5                 Obviously since we are just putting

          6  our Pre apprenticeship part out on the street and

          7  since we are already proceeding with CM/Build, we

          8  are going to have to find an alternative mechanism

          9  to fill some of those Apprenticeship slots before we

         10  start graduating people from the Pre- apprenticeship

         11  Program.  Sonia sort of has prepared a strategy to

         12  do that and I am going to let her speak to that more

         13  specifically.

         14                 MS. TORRUELLA: We have been looking

         15  within our own pool of candidates, NYCHA residents

         16  who have been working through the Section 3 REB

         17  program and we feel to meet the qualifications of an

         18  apprentice you have a high school diploma, being one

         19  of the main ones.  We have been reaching out to

         20  these people to put them on a list so as work

         21  becomes available they will be the first candidates

         22  that we can refer to Apprenticeship slots, because

         23  of course we don't want to lose any opportunities.

         24                 But in addition to that we have also

         25  been reaching out to the TRADES and to other Pre-
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          2  apprenticeship Programs that we know are happening,

          3  to find out whether or not there have been NYCHA

          4  residents trained for those programs.  And we have

          5  had some successes in getting people or residents

          6  referred to us who are qualified that we could also

          7  put on a list to refer to the contractors as they

          8  become available.

          9                 CHAIRPERSON REYNA: May I ask you a

         10  very mundane question.  I can be a micro manager.

         11  Has the Housing Authority engaged Housing Managers

         12  into the mix of all of this so that they reach out

         13  to each household unit whether that is via flyer

         14  that they can post or underneath every door, to give

         15  that greater extent of involvement and engage each

         16  household and ensuring that they receive this

         17  information.  Because one of the critiques of the

         18  Section 3 is that no one knows it exists.

         19                 MR. SPENCE: I think we are addressing

         20  that.  The answer is yes.  That is only one aspect

         21  of trying to reach out you know.  Sonia will also

         22  have a journal, we post information on the web, we

         23  also do direct mailings to residents.  We also meet

         24  with our RAB (phonetic) boards, we also meet with

         25  our duly elected resident associations at monthly
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          2  meetings.  Sonia also goes out with a team, and as a

          3  resident association president, if you want to be

          4  detailed on these particular initiatives, she will

          5  come out and they will do a presentation.  We also

          6  do job fairs, you know where you can learn all the

          7  aspects of the Resident Employment Program at the

          8  Housing Authority.

          9                 CHAIRPERSON REYNA: I can tell you

         10  this much.  I engage with my public housing

         11  residents every month and I haven't heard that they

         12  have received information about this.  So  I say to

         13  you based on fact, not just heresy, so I'd like to

         14  see how we can improve that avenue and if I can be

         15  of assistance, engaging my elected officials and my

         16  colleagues to send out a mailing to their housing

         17  developments, or even having the Authority make sure

         18  a flyer notice goes into every household.

         19                 MR. SPENCE: Chairperson, I think as

         20  we have done with some other initiatives that we

         21  have worked on, what we will do is we will make sure

         22  that your office, maybe the Council Members receive

         23  copies of mailings that we do send to the residents

         24  so when you meet with your constituents you could

         25  basically share information.
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          2                 CHAIRPERSON REYNA: That would be

          3  great.  Why was the RFP for the Pre- apprenticeship

          4  Program provider released so late.           MR.

          5  SPENCE: I don't think that it was released late, I

          6  think -- remember before we released we met with all

          7  the stakeholders.

          8                 CHAIRPERSON REYNA: Right.

          9                 MR. SPENCE: We met with unions.  This

         10  has been going on for the last year.  We met with

         11  met with resident organizations at large and some of

         12  the stakeholders I see here right in this room.  So

         13  this process has been going on for about over a

         14  year.  We released it when we thought we had

         15  concurrence with as many stakeholders as possible.

         16  I am glad to say it's on the street now and I think

         17  we are beginning again, I think it's an excellent

         18  model and I think we'll be moving forward over the

         19  next three years with this program, with additional

         20  input from our stakeholders.

         21                 CHAIRPERSON REYNA: I'm glad you

         22  mentioned that because within my testimony one of

         23  the biggest concerns the stakeholders and I having

         24  conversations about, was the fact that we're not too

         25  sure whether or not we are going to be able to have
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          2  oversight.  Who is the oversight entity and I'd like

          3  to think that this Public Housing Subcommittee could

          4  be the oversight entity.           But I don't think

          5  we need to have a hearing every time.  Is it

          6  possible to engage in dialogue where all the

          7  stakeholders including myself, as Chair of this

          8  Subcommittee, with NYCHA can go over with the

          9  CM/Build Program contract managers.

         10                 MR. SPENCE: If I look at the dynamics

         11  of how this has evolved, I don't think an official

         12  oversight entity is necessary.  I think that we have

         13  been in this from the very beginning and I would

         14  hope that at some point someone could be a

         15  stakeholder would speak to that.  I think that they

         16  have access to the Chairman, the General Manager,

         17  whenever we want to meet we sit down, if there are

         18  issues, we sit down, we discuss.  We have an annual

         19  plan process.  In fact we have one tonight in

         20  Queens.  You know we will have three more, where

         21  they can come and they can enter information into

         22  record.  We just don't do our annual plan process,

         23  we basically -- the Authority responds to it.  It

         24  becomes part of the federal record.  So I think an

         25  official oversight capacity is not necessary in this
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          2  particular instance.

          3                 CHAIRPERSON REYNA: I do know that the

          4  official responsibility of having oversight, I

          5  shouldn't burden myself and this Committee with that

          6  responsibility, but nevertheless I am interested in

          7  having perhaps quarterly meetings, just to go over

          8  the progress, along with the stakeholders, as well

          9  as yourselves, just to ensure that progress is being

         10  noted.  Whether there is room for improvement, to

         11  learn from our previous mistakes or improve on

         12  things that are working, that we continue in that

         13  fashion.  Is it possible, I'd like to think that it

         14  is, that we can have quarterly meetings?  It's not

         15  imposing much upon you.

         16                 MR. FARRO: I think Chairperson, we

         17  discussed this extensively with the Chairman

         18  obviously before we came and so the conclusion that

         19  we have drawn is that you know we've been very

         20  honest and open in terms of our dialogue with all

         21  the stakeholders. We have been in dialogue and

         22  hopefully when some of the other stakeholders come

         23  up here and speak to you, after we have gone from

         24  the table, they will acknowledge that we have been

         25  in regular dialogue with all the stakeholders
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          2  probably now for over a year and a half.

          3                 I think that what we've accomplished

          4  here, which is a very, very good model and of course

          5  it's very early in the game to call it a day and say

          6  it's a success, it hasn't really been operating yet,

          7  but I think that we have really a good template here

          8  and there is every reason to expect that it is going

          9  to be very, very successful here.  It's been

         10  successful other places where its operating and we

         11  expect to continue that dialogue with all of the

         12  stakeholders, including the Council, where

         13  necessary.  But at the end of the day, the Housing

         14  Authority has the responsibility for administering

         15  this program and it is our desire to be in a

         16  position to do that and continue to maintain some

         17  type of an ongoing dialogue, with all of the

         18  stakeholders as we have in the past.

         19                 CHAIRPERSON REYNA: So the answer is

         20  yes, we will have that dialogue, perhaps not

         21  quarterly, is what you are telling me  because its

         22  too much.

         23                 MR. FARRO: The answer is that we will

         24  continue to have an open dialogue as we have in the

         25  past, going forth.
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          2                 CHAIRPERSON REYNA: Thank you very

          3  much.     I appreciate that.  As far as the bidding

          4  process is concerned.  After the subcontractor has

          5  been pre- qualified, will the CMs award the

          6  contracts to the lowest bidder or the lowest

          7  responsible bidder?

          8                 MR. FARRO: The CMs have the same

          9  responsibility that the City, not the City but the

         10  authority would have under its rules and

         11  regulations, which is to award to the lowest

         12  responsive responsible bidder.  Okay.

         13                 Of course, I mean the difference here

         14  is that we expect that to be much less of an issue

         15  because all the contractors have been significantly

         16  screened through the pre- qualification process and

         17  many of the issues that come up in the public bid,

         18  low bid process where contractors are determined to

         19  be non- responsive and unresponsible, should have

         20  come in the pre- screening process and should not be

         21  as much of an issue as frequently as they are in the

         22  public bid side.

         23                 CHAIRPERSON REYNA: And so, this is

         24  the first time that a pre- qualification process has

         25  taken place to eliminate --
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          2                 MR. FARRO: The Housing Authority has

          3  never used a pre- qualification process before.

          4  It's allowable under the Federal Procurement Rules,

          5  it is commonplace in various other public entities

          6  that uses models such as the Port Authority and the

          7  New York City Department of Design and Construction.

          8    However, this is the first time that the Housing

          9  Authority is engaging in such a process.

         10                 CHAIRPERSON REYNA: Now, NYCHA, I'm

         11  assuming has a time frame for awarding the Pre-

         12  apprenticeship contract so that nothing gets delayed

         13  and quickly respond to, you know a 15 to 20 week

         14  Pre- apprenticeship to then follow an Apprenticeship

         15  Program for, I believe your testimony said another

         16  additional 15 weeks?

         17                 MR. SPENCE: Are you talking pre-

         18  apprenticeship?

         19                 MR. FARRO: The pre- apprenticeship

         20  component lasts between 15 and 20 weeks and then the

         21  Apprenticeship Programs, the bulk of the union

         22  Apprenticeship Programs last somewhere between three

         23  and five years.

         24                 CHAIRPERSON REYNA: Three and five

         25  years.
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          2                 MR. FARRO: And there is sort of a

          3  graduated scale of pay that takes place over that

          4  time frame.  The apprentices normally start off

          5  somewhere around 50 percent or what a journeyman

          6  gets paid and then that graduates over the three to

          7  five year period until they reach the journeyman

          8  status.

          9                 CHAIRPERSON REYNA: Is there some kind

         10  of a stipend throughout the Pre- apprenticeship

         11  Program that will aid, motivate and ensure the

         12  success of that pre- apprenticeship resident to

         13  continue the program, to gradually see themselves

         14  moving into an Apprenticeship Program.

         15                 MR. SPENCE: Sonia can detail for that

         16  but I know there is in the RFP it does encourage

         17  respondents to leverage resources for things just

         18  like that, stipends.

         19                 CHAIRPERSON REYNA: And will you

         20  regard that particular RFP or that proposal that has

         21  been submitted versus one that doesn't?

         22                 MR. SPENCE: Well, we have to look at

         23  the proposal in its entirety.

         24                 MS. TORRUELLA: There is a scoring

         25  system.
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          2                 CHAIRPERSON REYNA: Exactly, and so

          3  will the scoring system --

          4                 MR. SPENCE: We will have to leverage

          5  what other things are on the table.  At the end of

          6  the day, we want the best contracts to provide the

          7  services for our residents.  If that happens to be

          8  the piece that makes it happen for us, then we will

          9  go forward with that.

         10                 CHAIRPERSON REYNA: I just wanted to

         11  again reiterate the fact that there are 70 to 80

         12  thousand residents who are going have to comply with

         13  the Community Service Requirement and this is the

         14  avenue to give that resident an opportunity to

         15  fulfill the requirement as well as possibly receive

         16  a stipend and I would be one to favor more so a

         17  proposal that encourages that to motivate that

         18  resident to continue for the success of making sure

         19  that full time employment is the goal line.

         20                 What is the type of funding level for

         21  each year of the Pre- apprenticeship Program that

         22  NYCHA will allow?

         23                 Please hold that thought.  Margarita

         24  Lopez has to run out to a funeral and I wanted to

         25  give her the opportunity, we are also pressed for
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          2  time.  Ron Eldridge's daughter passed away and so

          3  she is going to be going and send my best to her.

          4                 COUNCIL MEMBER LOPEZ: I am very sorry

          5  that I have to leave.  I wanted to be in this

          6  meeting longer.  You know that I have been after

          7  this issue since 1996, to be precise.  And since

          8  1996 I began talking on this.  I am very pleased

          9  that Chairman Tino Hernandez has taken this issue

         10  seriously for the first time inside of the

         11  department.  And I congratulate him for him to come

         12  with us, but I cannot trust him on this.  Not

         13  because of him, but because the history behind this

         14  Section 3 business.  And right here right now I am

         15  seeing a series of things in here that are very

         16  questionable to me.

         17                 Let's begin, who are the five

         18  community builders, who are those people?  Who does

         19  the renovations?  When were they selected?

         20                 MR. FARRO: Well they were there, as I

         21  indicated, the RFP was released in July of 2003, I

         22  believe that the proposals were submitted in August

         23  and then there was an Evaluation Committee --

         24                 COUNCIL MEMBER LOPEZ: Who are they,

         25  just tell me because I am short for time.  Don't
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          2  give me the whole story, just tell me who are they.

          3  Tell me their names.

          4                 MR. FARRO:  I am going to try to

          5  remember all five, okay.  It is URS Corporation,

          6  okay.  It's Tetra- tech, It's Lero (phonetic)

          7  Construction Management, it's PMS Construction

          8  Management and it's  M.A. Angeliades/Hudson

          9  Meridian, it's one company.  I believe those are the

         10  five.

         11                 COUNCIL MEMBER LOPEZ: How many of

         12  those five companies are looked at as companies that

         13  have people of color and the commitment that this

         14  City has about promoting companies of women and

         15  people of color to hold positions inside of this

         16  industry.  How many of the five?

         17                 MR. FARRO: Are you talking about

         18  those companies themselves or in terms of what they

         19  are doing as far as encouraging their participation

         20   --

         21                 COUNCIL MEMBER LOPEZ: No, I am

         22  talking about the companies, because I learned a

         23  long time ago that unless I am the Mayor of this

         24  City, nothing is going to happen for people of

         25  color. I learned that a long time ago.  I want to
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          2  know who those companies are.

          3                 MR. FARRO: Again, I have indicated to

          4  you who the companies are and I can assure you that

          5   --

          6                 COUNCIL MEMBER LOPEZ: No.  I want to

          7  know the characteristic of what I asked you.  How

          8  many of those five companies were selected with

          9  fully in mind that we have a commitment in this City

         10  about promoting the minority contractor, moving

         11  forward to become part of the competitive

         12  environment of this City.  How many of them are?

         13                 MR. FARRO: There was a very sort of

         14  stringent sort of criteria that was applied as to

         15  how each of the firms were evaluated; however, there

         16  was no preference that was given in terms of

         17  minority or women participation within that company

         18  itself, okay.

         19                 COUNCIL MEMBER LOPEZ: Okay.  That

         20  answers my question.

         21                 MR. FARRO: They were performance

         22  based characteristics.

         23                 COUNCIL MEMBER LOPEZ: I suspect, as I

         24  know the Chairman, I mean he's a serious person.  I

         25  suspect that these five companies are good.  I don't
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          2  departure from the principle that that's not the

          3  case.

          4                 MR. FARRO: These are excellent

          5  companies --

          6                 COUNCIL MEMBER LOPEZ: I suspect that,

          7  but that doesn't satisfy the need of a City who is

          8  suffering  from tremendous segregation,

          9  discrimination, where black and Latino men and women

         10  are unemployed, 45 percent of them, today in this

         11  City, and the truth is in your face.  And unless

         12  people in here start admitting to the truth, we are

         13  not going to move this City forward.

         14                 MR. FARRO: Well Council Member, if

         15  you would indulge me for just 30 seconds, I know you

         16  are in a hurry, I would like to tell you what we are

         17  doing as far as encouraging that participation at

         18  the sub- contractor level.

         19                 COUNCIL MEMBER LOPEZ: No, no.  I

         20  don't want to ask you that question right now

         21  because I will talk to the Chairman eventually.  It

         22  is for the purposes of this Hearing, because I want

         23  certain things on the record, because I want to

         24  follow- up on my own.

         25                 The second thing, again, I want to
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          2  make clear here that the Chairman is the most

          3  incredible in integrity from my point of view.  I

          4  want to make that clear from get go.  That is not my

          5  questioning in here.  My questioning in here had to

          6  do with the structure that we have in this City and

          7  the way the businesses are run and continue to be

          8  run and that those things don't change because it's

          9  the culture, there is a culture in our City that is

         10  not allowing all of us to move forward together, the

         11  same, that all of us can have.

         12                 My second question and last one is in

         13  regard to the pre- training.  Who are the companies

         14  who submitted applications, all if they have been

         15  granted, for the pre- training and where they are

         16  located.

         17                 MR. FARRO:  You are talking about the

         18  pre apprenticeship components?

         19                 COUNCIL MEMBER LOPEZ: Yes.

         20                 MR. FARRO: Well the RFP was just

         21  released on June 8, --

         22                 COUNCIL MEMBER LOPEZ: Then it's not

         23  completed.  It said here it was released a month

         24  ago.

         25                 MR. FARRO: June 8th it was released.
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          2                 COUNCIL MEMBER LOPEZ: Oh, then

          3  forgive me, I misunderstood that.  Then when the

          4  final award of those contracts are going to be done?

          5                 MS. TORRUELLA: We are looking at late

          6  fall awarding the RFP to a vendor, late fall.

          7                 COUNCIL MEMBER LOPEZ: Late fall.

          8  Then that concludes my questioning because then just

          9  tell me the following thing.

         10                 Madam Chair, I don't think that you

         11  have the luxury to ask for a quarterly meeting to

         12  talk about this.  Why?  Because it is my belief now

         13  that this Section 3 has not been a commitment to

         14  implemented in the City.  Since '96 I have been

         15  dealing with this and I have not seen it yet.  Do I

         16  see movement in here with this?  Yes, I see

         17  movement.  But if in the fall that we are going to

         18  see the pre- training, the pre- training is critical

         19  for all of the members of NYCHA residents to be able

         20  to qualify to get into the companies that originally

         21  will become firm members of the union system that

         22  would allow them eventually to be employed.  And I

         23  see the whole procedure of stopping people, who

         24  traditionally had not been employed, by denying us

         25  as to the training that they need. And if this is

                                                            57

          1  SUBCOMMITTEE ON PUBLIC HOUSING

          2  going to happen in the fall, then 13 weeks after the

          3  fall they will be trained and after 13 weeks guess

          4  what, 2005 is on.

          5                 Then I will say to you that you need

          6  to have oversight hearing, no matter what, because

          7  that will be the only way that we will get to the

          8  bottom of this and be able to move it forward.

          9  Understanding that I honestly, truly believe that

         10  Chairman Hernandez is a decent sort of person and

         11  wants to move this whole thing forward.  But

         12  something is very wrong with this whole Section 3

         13  that have never have moved at all.  And I

         14  congratulate you for keeping your eye on the ball

         15  and moving this forward.  Thank you and I am sorry

         16  that I have to leave to go to this funeral.

         17                 MR. SPENCE: Council Member Lopez,

         18  just one point. I understand that the fall might be

         19  the time that we begin the Pre apprentice Program,

         20  but in the interim, you know, Ms. Torruella, in her

         21  department, we have an extensive database of

         22  information on residents throughout the entire City.

         23    We are not going to wait until the fall before we

         24  begin to do referrals, potential referrals of

         25  qualified residents to the Apprenticeship Program.
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          2                 COUNCIL MEMBER LOPEZ: And I don't

          3  expect less from any one of you because I know that

          4  you are decent people.  But something is wrong with

          5  this.  Something is wrong.  There is something wrong

          6  with this, it is not right.

          7                 MR. FARRO: And Chairperson Reyna, I

          8  know that Council Member Lopez has to leave but we

          9  have been asked to come here and answer questions

         10  and we have done that.  However, I would like to

         11  have the opportunity to talk a little bit about the

         12  minority participation, okay.  Because I think there

         13  is a --

         14                 CHAIRPERSON REYNA: Before you

         15  continue Joe, I just want to mention that Council

         16  Member Tish James just walked in and hopefully she

         17  will be able to join us for the rest of the hearing.

         18  I would like to thank Council Member Lopez for being

         19  here and her continued participation.  Thank you.

         20                 COUNCIL MEMBER LOPEZ:  The fire is

         21  on.

         22                 MR. FARRO: I know it's sort of a

         23  cramped schedule, but if you just indulge me for

         24  about 60 seconds here I think that there is sort of

         25  a fundamental misunderstanding about how these
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          2  contracts work.  The meat of these contracts is

          3  really not in where, or does it reside with the CM

          4  builder themselves.  The meat of these contracts

          5  resides with the sub- contractors.

          6                 In fact, of the total $89 million

          7  dollars that is available within the contracts, only

          8  $9 million dollars is for staffing allowances and

          9  reimbursable expenses that goes to the CMs. The

         10  balance of the contract, $80 million dollars, is

         11  actually bricks and mortar work and that's where the

         12  real meat of the contract lies.  That's where we

         13  have concentrated our efforts in terms of trying to

         14  encourage MBE, WBE participation.

         15                 We have done outreach in terms of

         16  advertisements in sort of targeted areas to achieve

         17  sort of participation from MBEs, WBEs.  Both Ricco

         18  Valez, who was sitting back there behind Fredrica

         19  Wilson and myself from DEO, we've gone out and we've

         20  met with the Minority Subcontractor's Association of

         21  Greater New York and done presentations for them.

         22  We are going back and doing another presentation for

         23  them on June 24.  We have offered to do a similar

         24  presentation for Professional Women in Construction.

         25    They decided not to have us come and do the
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          2  presentation; however, we forwarded material to

          3  them, which they then forwarded to their members.

          4  Tomorrow, at the Williamsburg Community Center at

          5  9:00 o'clock, there will be an informational

          6  conference, which will be held for MBE, WBE firms.

          7                 CHAIRPERSON REYNA: When is that?

          8                 MR. FARRO:  That's tomorrow morning

          9  at 9:00 o'clock at the Williamsburg Community

         10  Center.  It's actually going to be run by the four

         11  construction management firms. We've actually done

         12  mailings to 250 certified MBE, WBE firms that NYCHA

         13  had on record as certified MBEs, WBEs to advise them

         14  of that informational conference, about how they can

         15  become pre- qualified on these lists. The CM firms

         16  themselves had their own list of MBEs, WBEs from

         17  prior experience on other contracts they've had.

         18  They've done mailings as well.

         19                 So we are expecting a very big turn-

         20  out tomorrow and we are going to do everything

         21  possible to explain to people how they can, you

         22  know, become involved and become pre- qualified for

         23  this program.  So I mean I think that you know while

         24  it's, you know to go on record and talk about what

         25  we did at the level of the prime contract, the real
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          2  meat here is that at the subcontract level, and

          3  there has been a tremendous amount of outreach that

          4  has been done in order to encourage MBE, WBE

          5  participation and that will continue on throughout

          6  the program.

          7                 CHAIRPERSON REYNA: Thank you Joe.

          8                 I just wanted to ask and I'm asking

          9  you to indulge upon my request because it was one of

         10  my concerns as well when Council Member Lopez asked

         11  about the time frame and late fall was the answer,

         12  you can't help but think, well will these

         13  contractors be spending money prior to the Pre-

         14  apprenticeship Program, beginning and completing its

         15  first class.  And if so then, we are off to a

         16  negative start.

         17                 MR. FARRO: Well again, I think that

         18  Sonia has talked about this and Huge has talked

         19  about this.  I don't think we're really off to a

         20  negative start.  We have an alternative strategy

         21  where we are going through our existing, sort of

         22  lists of residents who have previously sort of

         23  actually participated in Section 3.

         24                 CHAIRPERSON REYNA: Do you have

         25  bookmark figure of what that amounted.
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          2                 MS. TORRUELLA: We have a list of

          3  about 300.

          4                 MR. FARRO: We have a list of 300

          5  residents right now, so I mean in the first year of

          6  the program we probably would not be in a position

          7  where we would hire more than 100 apprentices. So I

          8  mean, what's probably is going to happen, in terms

          9  of practical application, is the first third of the

         10  residents who go into Apprenticeship Programs are

         11  actually not going to participate in the Pre-

         12  apprenticeship component.

         13                 CHAIRPERSON REYNA: Right.  So then

         14  what is the timeline -- which of the two out of the

         15  five CMs that are union Apprenticeship Programs.

         16                 MR. FARRO:  There again, I think you

         17  have to understand the makeup of this program.  It

         18  doesn't really matter whether or not the CM builder

         19  is a union signator or not.  What matters is whether

         20  or not the subcontractor is a union contractor or

         21  not.  And even if the subcontractor is not a union,

         22  we can't sort of specify, we're not allowed to

         23  specify, union or non- union labor, okay --

         24                 CHAIRPERSON REYNA: But then we go

         25  back to the not following the requirement by the
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          2  law.

          3                 MR. FARRO: Well what we have in the

          4  subcontracts is a requirement that says that they

          5  have to be a participant in an Apprenticeship

          6  Program that is certified by the State of New York

          7  and its been in successful operation for three

          8  years, okay.  And successful operation is defined as

          9  75 percent of the graduates actually have to achieve

         10  continuous employment within that specified trade.

         11  That's how we define it. Again, it's possible that

         12  non- union contractors may meet that standard.  By

         13  law, we are not allowed to preclude non- union

         14  contractors from bidding on this work.  So the key

         15  component is, do they have an Apprenticeship Program

         16  and if they have an Apprenticeship Program they

         17  would be subject to the same requirements that a

         18  contractor would be subject to in a union

         19  Apprenticeship Program.  At the end of the day we

         20  are going to get our 225 to 300 apprenticeship

         21  slots, whether they  --

         22                 CHAIRPERSON REYNA: Can you not say

         23  225, say 300.

         24                 MR. FARRO:  We're going to do

         25  everything we can to get as close to 300
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          2  apprenticeship slots as we can.

          3                 CHAIRPERSON REYNA: Good.

          4                 MR. FARRO: And again, I just want to

          5  reiterate that while there are two of the CM firms,

          6  they are actually union signators, because they do

          7  sort of general construction work and not just pure

          8  CM work, that's sort of not the issue.  The issue is

          9  in these contracts, the sort of pre- imminent issue

         10  is what goes on at the subcontract level.  That's

         11  where all of the meat is and that's where all of the

         12  requirements are.

         13                 CHAIRPERSON REYNA: I'm just trying

         14  to, because you hadn't made reference to the fact

         15  that you're not allowed to force upon union or non-

         16  union component, but the Davis Bacon --

         17                 MR. FARRO: Davis Bacon sets a minimum

         18  wage, okay.

         19                 CHAIRPERSON REYNA: It sets a

         20  prevailing wage.

         21                 MR. FARRO: It sets a prevailing wage.

         22    Similar to in the City, which is --

         23                 CHAIRPERSON REYNA: Which is union.

         24                 MR. FARRO: Well it's based on a union

         25  wage, all right.  I think we are talking about two
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          2  different things Chairperson.  We're talking about

          3  whether or not a contractor who is a union signator,

          4  or whether or not they are a non- union contractor,

          5  they still have to pay a prevailing wage, okay.

          6  That sort of didn't have anything to do with what

          7  happens as far as apprenticeship training is

          8  concerned.  Even in their Apprenticeship Program

          9  they would still be required to pay a Davis Bacon

         10  Wage once a participant had passed the

         11  apprenticeship stage and had gone to a journeyman

         12  stage.  So, you know, one thing is about wages, the

         13  other thing is about apprenticeship requirements.

         14  And it doesn't sort of matter whether it's union or

         15  non- union, they are still guaranteed that they are

         16  going to be paid a prevailing wage.

         17                 CHAIRPERSON REYNA: Paid a prevailing

         18  wage. Understood. Now as far as funding is

         19  concerned.  What is the total NYCHA funding level

         20  for each year of the Pre- apprenticeship Program?

         21                 MS. TORRUELLA: We are looking at

         22  approximately half a million dollars.

         23                 CHAIRPERSON REYNA: Half a million

         24  dollars.  Just for the first year?

         25                 MS. TORRUELLA: Per year.
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          2                 CHAIRPERSON REYNA: In this annual

          3  budget?

          4                 MS. TORRUELLA: Yes.

          5                 MR. FARRO: It is funded for $500

          6  thousand a year for three years.

          7                 CHAIRPERSON REYNA: So that is $1.5

          8  million over the three years.

          9                 MR. FARRO: That is correct.

         10                 CHAIRPERSON REYNA: And what about the

         11  five- year program?

         12                 MR. FARRO: Well again, when you say

         13  the five- year program, I'm assuming that you are

         14  talking about if the actual Apprenticeship Program

         15  is a five- year program.  They range from three to

         16  five years.  That's a requirement that's placed on

         17  the sub- contractor, that has nothing to do with

         18  level of funding by NYCHA.

         19                 CHAIRPERSON REYNA: There is a two-

         20  year option after the first three years in the RFP.

         21                 MR. SPENCE: Option to renew.

         22                 CHAIRPERSON REYNA: Yes, to continue

         23  the program.

         24                 MR. SPENCE: Yes, there is an option

         25  that says at that time we reevaluate the programs
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          2  and the Housing Authority has the opportunity to

          3  have, I believe, two one- year extensions.

          4                 CHAIRPERSON REYNA: Two one- year

          5  extensions, which means that you would have to have

          6  an additional $1 million dollars available --

          7                 MR. SPENCE: Correct.

          8                 CHAIRPERSON REYNA: -- And you have

          9  that commitment within your budget.

         10                 MR. SPENCE: I think when you have

         11  options to renew it at that point you make that

         12  decision.

         13                 CHAIRPERSON REYNA: You make that

         14  evaluation.

         15                 But currently, you have $1.5 million

         16  committed to the funding availability for this Pre-

         17  apprenticeship Program to work.

         18                 MR. SPENCE: Correct.

         19                 CHAIRPERSON REYNA: Interesting

         20  question.  Where does the funding come from?  Is it

         21  the capital side?

         22                 MR. SPENCE: The CM/Build is capital,

         23  you know the Apprenticeship Program and I believe

         24  the pre- apprenticeship is our operating dollars.

         25                 MR. FARRO: Yes, the Pre-
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          2  apprenticeship Program is funded through operating

          3  dollars.

          4                 CHAIRPERSON REYNA: That is federal

          5  dollars. Correct?

          6                 MR. FARRO: The vast majority of our

          7  operating dollars are federal dollars.

          8                 CHAIRPERSON REYNA:  What does the RFP

          9  require the Pre- apprenticeship Program to leverage

         10  25 percent of operating funds needed to run the

         11  program from non- NYCHA sources so it's encouraging

         12  a 25 percent leverage from, I believe, it's the

         13  CM/Build contractor, or whoever.

         14                 MR. FARRO: I don't believe it would

         15  be from the CM/Build Contractor.  I going to ask you

         16  to answer this Sonia. That's language that seems

         17  would be the Pre- apprenticeship Program.

         18                 CHAIRPERSON REYNA: Yes.

         19                 MR. FARRO: We are encouraging

         20  matching dollars so we are encouraging people

         21  basically to bring dollars to the table.

         22                 CHAIRPERSON REYNA: So that means over

         23  three- years, $1.5 is really more than $1.5 million

         24  because of the 25 percent leverage.

         25                 MR. SPENCE: Possible.
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          2                 CHAIRPERSON REYNA: Why do you say

          3  possible Hugh.

          4                 MR. Hugh: I haven't responded to the

          5   -- once we look at --

          6                 CHAIRPERSON REYNA: But isn't it a

          7  requirement?

          8                 MS. TORRUELLA: Well it is one of the

          9  things we are evaluating in the RFP, as the

         10  selection criteria.

         11                 CHAIRPERSON REYNA: It is going to be

         12  part of the scoring system?

         13                 MS. TORRUELLA: It is part of the

         14  scoring system.

         15                 MR. SPENCE: Yes.

         16                 CHAIRPERSON REYNA: What is the intent

         17  of the program from the beginning, the leveraging,

         18  sort of public, private partnership.

         19                 MR. SPENCE: Well, I think many of our

         20  contracts that we look at, we are looking to try and

         21  leverage resources, even from some of our

         22  stakeholders, to be able to come to the table and

         23  say well -- if their money's there, sometimes people

         24  are looking for opportunities to leverage programs

         25  they need to find a match. NYCHA is a match for
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          2  many, many stakeholders and it gives them an

          3  opportunity.  At the same time there are a lot of

          4  people on the table who are interested in the

          5  programs, you know to increase additional funding.

          6                 CHAIRPERSON REYNA: Sure.  And is this

          7  25 percent of the $500 thousand per year.

          8                 MR. FARRO: No, It's in addition.

          9                 CHAIRPERSON REYNA: No, I'm not

         10  knocking it.

         11                 MR. FARRO: It's in addition.  We are

         12  funded for $1.5 million.  We are asking a provider

         13  to bring additional resources to the table --

         14                 CHAIRPERSON REYNA: Sure.

         15                 MR. FARRO: -- For some of the things

         16  that you spoke on earlier on during our testimony.

         17  Such as the ability to create stipends, okay.

         18                 CHAIRPERSON REYNA: Sure.

         19                 MR. FARRO: Stipends, meals, whatever.

         20                 CHAIRPERSON REYNA: Transportation.

         21                 MR. FARRO: Transportation, yes.

         22                 CHAIRPERSON REYNA: Day Care.

         23                 MR. FARRO: Day Care.  That's actually

         24  mentioned in the RFP.

         25                 CHAIRPERSON REYNA: Very good.  And I
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          2  wanted to just ask, at the end of the day, just to

          3  give some quantitative measures here, per-

          4  apprenticeship will cost in other states where this

          5  has been implemented, $5,000 per student.  Is this

          6  your calculation as well.  Is this the formula you

          7  are using?

          8                 MR. FARRO: Yes, it is.

          9                 MR. SPENCE: Yes, it is.

         10                 CHAIRPERSON REYNA: What happens if no

         11  one comes up with that type of funding, to leverage?

         12    Will that delay the program.

         13                 MR. SPENCE: The program is not going

         14  to be delayed. We basically will evaluate the

         15  responders and I think there are enough people out

         16  there and there are enough interviews that basically

         17  do all various types of training, that I've gone out

         18  and visited.  So,  I'm confidant that we will be

         19  able to move forward on this program.

         20                 CHAIRPERSON REYNA: And just to go

         21  back to the late fall awarding of these contracts,

         22  after the RFP proposals have been reviewed and

         23  scored and issued.  Fifteen weeks into the Pre

         24  Apprenticeship Program, understanding that there is

         25  300 viable candidates that will automatically skip
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          2  the Pre- apprenticeship Program and go straight into

          3  the Apprenticeship Program, when will that occur

          4  with the 300?

          5                 MR. SPENCE: Well I don't know that it

          6  will actually be -- we said we had a list, a

          7  potential list of 300 candidates, that we think are

          8  sort of qualified.  You know, we would have to go

          9  through that and find out exactly who is interested,

         10  who matches up with whatever opportunities may be

         11  available.  So it may not wind up being 300, it

         12  might be something less than that.  But we really

         13  don't need 300.  You know, we need sort of like 200

         14  people to be able to move forward.

         15                 I forgot, what is the second part of

         16  your question now?

         17                 CHAIRPERSON REYNA: I guess what I

         18  first would have to know is, when will

         19  subcontractors receive their awards?

         20                 MR. SPENCE: Subcontractors will start

         21  receiving awards in sort of the later part of next

         22  month.

         23                 CHAIRPERSON REYNA: Next month.

         24                 MR. SPENCE: The first contract, which

         25  is URS is being utilized for a major project that we
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          2  have going on in Ocean Bay in the Rockaways.  Those

          3  contracts will start to be awarded next month.  So

          4  we will draw from this list of candidates who we

          5  think are qualified to go directly into

          6  Apprenticeship class and we will continue to do that

          7  until we start to get the first graduates out of the

          8  Pre- apprenticeship Program, which obviously is not

          9  going to be until probably calendar 2005.

         10                 CHAIRPERSON REYNA: So by August 1, I

         11  should know how many candidates went into an

         12  Apprenticeship Program for the first set of

         13  subcontracting award.

         14                 MR. SPENCE: Well, we will just be

         15  awarding contracts at the very end of July.  I mean

         16  they will not be starting physical work immediately.

         17    There is sort of a mobilization process, but

         18  certainly within 45 days after we start to make the

         19  initial awards we would start to be able to sort of

         20  indicate how many apprentices have been hired.

         21

         22                 CHAIRPERSON REYNA: I would like to

         23  give my colleague Tish James an opportunity to ask a

         24  few questions.  Council Member James.

         25                 COUNCIL MEMBER JAMES: I apologize for
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          2  being late but there are just so many things going

          3  on in my district.  I hate to be parochial, but I'm

          4  going to be.  Ingersoll, Whittman and Farragut.

          5  Ingersoll, as you know, is part of the going through

          6  renovation and you are building a Community Room, a

          7  Community Center.  What is this?  How many of these

          8  300 applicants come from Ingersoll and Dole

          9  Whittman, Public Housing?  Do you have a number?

         10                 MS. TORRUELLA:  I don't have the

         11  demographics of that but I can certainly get them.

         12                 MR. SPENCE: We have to get back to

         13  you on that.

         14                 COUNCIL MEMBER JAMES: Okay, you will

         15  get back to me. In addition to that, I recognize

         16  that CM/Build only covers a portion of the

         17  construction that is going on within NYCHA.  Are you

         18  going to apply this Section 3 requirement to the

         19  rest of the construction that is going on and if so

         20  what is the mechanism and/or vehicle for that?

         21                 MR. SPENCE: Well the answer is to the

         22  first part of the question is yes, the Section 3

         23  requirement will continue to apply to all of the

         24  balance of the portfolio that is not in CM/Build.  I

         25  think that prior to the time that you arrived here
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          2  we sort of described the process, but if Sonia wants

          3  to very briefly go through it again on how we expect

          4  to continue to do our Section 3 on the balance of

          5  the portfolio.

          6                 MS. TORRUELLA: Council Member James,

          7  my department has a group of people, a unit called

          8  Contract Monitors that monitor all the Section 3 REB

          9  (phonetic) contracts that fall under this portfolio.

         10    So we will continue to work with the contractors

         11  to gauge their performance via a 25 percent gauge,

         12  50 percent gauge, completion versus the number of

         13  residents hired.

         14                 So we will be meeting with them,

         15  monitoring those contracts through that process, as

         16  well as having them come into our office if we find

         17  that they are having a little trouble finding

         18  residents, if you will, to employ and we will be

         19  helping them to identify residents who we feel are

         20  qualified for those positions.               COUNCIL

         21  MEMBER JAMES: And contractors who are non compliant,

         22  what are the consequences, if any?

         23                 MR. FARRO:  Well, I mean there are --

         24  I mean every contract has, you know various clauses

         25  for different areas of non compliance and so the
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          2  penalties that are associated with non compliance,

          3  with the different portions of the contract can sort

          4  of range any where from withholding of funds from

          5  the contractor, right up to actual default.  In a

          6  number of sort of measurers that would take place in

          7  between, of severity that would take place in

          8  between that.

          9                 COUNCIL MEMBER JAMES: Back to the

         10  CM/Build, individuals who fill out the applications,

         11  as you know there is this requirement that they do

         12  voluntary, I mean community service, it's not

         13  voluntary, by no means.  The questions is whether or

         14  not this  filling out the application will satisfy

         15  the requirement for job search under the "community

         16  service" requirement.  Do you know if it will.

         17                 MR. FARRO: Well, we would have to get

         18  back to you on that, but certainly what we discussed

         19  before we came here in trying to prepare for this

         20  testimony, is that certainly residents who would

         21  participate, in the pre- apprenticeship component,

         22  would certainly have met their community service

         23  requirements in terms of being involved in an

         24  educational training course.

         25                 COUNCIL MEMBER JAMES: So the last
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          2  time Mr. Apple, the Chairman came, we were looking

          3  to try to find as many possible waivers of that

          4  requirement as possible.

          5                 MR. SPENCE:  All program service and

          6  RES are qualified waivers and that would include job

          7  search, job readiness, job training, job seeking

          8  skill workshops, preparation of job applications,

          9  educations directly related to employment, GED, ESL,

         10  direct job placement assistance, and vocational

         11  training.

         12                 COUNCIL MEMBER JAMES: Thank you.  And

         13  when I was walking, l overheard a subcontractor,

         14  WMBE and this dichotomy and though we need to

         15  increase the number of WMBEs the question is these

         16  subcontractors, these WMBEs are they paying

         17  prevailing wage and are they union?

         18                 MR. FARRO: Well, again, we can't

         19  specify union or non- union contracts.  We are

         20  prohibited by law from doing that, okay.  Union

         21  contractors will pay union wages, which are in

         22  compliance with Davis Bacon prevailing wages.

         23  Contractors, if we do wind up with non- union

         24  contractors, at the sub- contractor level, they will

         25  be required to pay Davis Bacon wages.
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          2                 COUNCIL MEMBER JAMES: On the RFP, you

          3  have the lowest responsible bidder versus

          4  responsible bidder.  What is the legal requirement

          5  is it lowest RFP?

          6                 MR. FARRO: CM/Builder will have the

          7  same requirement that the Authority has in the

          8  Federal Procurement Rules, which is a must award to

          9  the lowest responsive responsible bidder.  The

         10  difference here is that this solicitation will only

         11  be going out to contractors who on the pre-

         12  qualified list, there is a public pre qualification

         13  process that takes place that is assigned off by

         14  NYCHA at the conclusion of the process based on

         15  recommendations that are made by the CM/Builder, and

         16  we have actually started using that process with the

         17  ERS on the Ocean Bay project and to date it seems to

         18  be working out very well.  And also prior to the

         19  time that you walked in, Council Member James, we

         20  had sort of laid out in great detail all the efforts

         21  that we were making to try to encourage MBE, WBE

         22  participation.

         23                 COUNCIL MEMBER JAMES: And with

         24  regards to the CM/Build and the opportunities that

         25  are available, how are we doing outreach and
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          2  particularly Ingersoll and Whittman and Farragut.

          3  What are the outreach efforts?

          4                 MS. TORRUELLA: Well we are talking to

          5  TA leaders, community based organizations, we are

          6  going to be putting out flyers and visiting the

          7  community centers, et cetera, just to make sure that

          8  all the residents know about the Pre- apprenticeship

          9  Program and all of the programs through the Resident

         10  Employment Services.

         11                 COUNCIL MEMBER JAMES: And what about

         12  holding a Town Hall Meeting?

         13                 MR. SPENCE: We also mentioned that we

         14  will be sending information as we send out to your

         15  office.

         16                 COUNCIL MEMBER JAMES: Would you be

         17  open to the notion of doing a Town Hall Meeting in

         18  association with all the other elected officials who

         19  cover that downtown Brooklyn.

         20                 MR. SPENCE: Absolutely.

         21                 COUNCIL MEMBER JAMES: Back to the

         22  Chairperson and if I think of any other questions,

         23  Madam Chairwoman.

         24                 CHAIRPERSON REYNA: Thank you very

         25  much.
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          2                 I actually have one last question

          3  because Tish covered the most important, the

          4  Community Service Requirement and you had answered

          5  that.  Will NYCHA also make its chosen pre

          6  apprenticeship provider quarterly report available

          7  to this Committee, in addition to just providing it

          8  to this Committee, to the general public via NYCHA

          9  website.

         10                 MR. SPENCE: I think I am going to

         11  have to go back to the answer that we gave you

         12  previously.  I'm not trying to be cute, but again we

         13  ultimately have the responsibility for administering

         14  these programs.  We have been very open in terms of

         15  having an ongoing dialogue with all of the

         16  stakeholders.  We have been engaged in that process

         17  for almost two years now and we have every

         18  expectation of continuing that process going

         19  forward.

         20                 CHAIRPERSON REYNA: I appreciate that.

         21    But just for the general public's interest and

         22  availability of information, I'd like to see a

         23  willingness to provide information in the least

         24  complicated way through your website so that at

         25  least people understand that that's the first tool
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          2  for access to the progress of your CM/Build Program

          3  and how well it's doing, because I have nothing, but

          4  the most positive and encouraging hopes that you

          5  will succeed with this program.  I would like the

          6  public to be informed as you progress.  Transparency

          7  is very important and I don't need to tell you that.

          8                 MR. FARRO: I think the housing

          9  authority has moved more and more towards

         10  transparency under this Administration and under the

         11  direction of Chairman Hernandez, however, I think

         12  what you are talking about really is a policy

         13  decision and quite frankly to be honest with you,

         14  the people at this table are not in a position to

         15  sort of make a commitment about policy decisions.

         16                 CHAIRPERSON REYNA: I will let him

         17  know how respectful you are of that.  I will

         18  directly ask him that question, but I would

         19  appreciate it if you sent him that message for the

         20  sake of moving forward.  On the same note as far as

         21  transparency is concerned, I will just add to that

         22  by asking will the annual plan include statistics

         23  specifically concerning their wages, the number of

         24  and hours worked by Section 3 workers, their wages

         25  earned and the percentage that received training.
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          2                 MR. SPENCE: The annual plan is

          3  currently in draft form.

          4                 CHAIRPERSON REYNA: That's why it is

          5  important to take advantage now to tell you these

          6  things.

          7                 MR. SPENCE: We have these items you

          8  would want to put on the table at our scheduled Town

          9  Hall Meetings.  I think going into early 2005 we

         10  convene the meeting of the RAB Board which, is made

         11  up of 45 duly elected residents, association

         12  presidents.  If they decide to Committee and put

         13  those issues on the table, that's information that

         14  would become part of the plan, because NYCHA would

         15  be responsible to respond in writing to those

         16  particular items.

         17                 CHAIRPERSON REYNA: So your answer is

         18  yes, that type of information can be reviewed and

         19  added to your annual plan.

         20                 Mr. SPENCE:  I would say that it

         21  should be resident driven --

         22                 CHAIRPERSON REYNA: How many residents

         23  do I have here?

         24                 MR. SPENCE: -- And members of the RAB

         25  structure.  If you look at our RAB plan, if you look
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          2  at it, basically if you look in the back, that NYCHA

          3  responding to the comments and the requests of our

          4  resident leadership.

          5                 CHAIRPERSON REYNA: Wonderful.

          6                 MR. SPENCE: Okay.

          7                 CHAIRPERSON REYNA: Thank you.  One

          8  more question from Council Member Tish James.  I

          9  want to thank all three of you for doing an

         10  excellent job in just being prepared.  I will follow

         11  up with those list of questions concerning business

         12  concerns and I look forward to the success of the

         13  end of three years and 300 full time unionized,

         14  prevailing wages salaries residents that will

         15  benefit from this program.

         16                 COUNCIL MEMBER JAMES: For me the four

         17  issues  of increasing opportunities, particularly to

         18  individuals who live in public housing, making sure

         19  there is adequate outreach so individuals know about

         20  the opportunities, transparency and how we go about

         21  providing opportunities and compliance and

         22  oversight.  To that end, the question is, down at

         23  Ingersoll we have had a number of starts and stops,

         24  with regards to the community center.  So I am

         25  really concerned about compliance and I am really
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          2  concerned about contractors who claim they have

          3  hired locally and they have hired from within the

          4  respective public housing development, but in fact

          5  they have not when you actually go look for

          6  yourself, as I often do.

          7                 So, I am really, really just

          8  concerned about how we are going to provide

          9  oversight and actually watch these contractors as

         10  opposed to just taking their word that they in fact

         11  are hiring locally and that they don't need any

         12  additional hires, when all the hires that they have

         13  on a lot of these job has come from outside the City

         14  of New York.

         15                 So again, if you could just -- how

         16  are we going to monitor this situation?

         17                 MR. FARRO: Well, first I just sort of

         18  want to take the opportunity to say that, I think if

         19  you look at a project like Whittman, Ingersoll, you

         20  can sort of see what within a project like that what

         21  our motivation was for trying to get away from being

         22  involved in this low bid, public bid sector and to

         23  moving into a pre- screening of contractors.

         24                 I told people, I don't want to waste

         25  too much of the Council's time, but I told people
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          2  this story all the time.  I drive by there every day

          3  and I watched.  I'm with the Authority two years

          4  now, and that project was started when I got here.

          5                 COUNCIL MEMBER JAMES: Right.

          6                 MR. FARRO: Then I watched across the

          7  other side of Flatbush Avenue where they built a

          8  three million square foot office building, which is

          9  now completed and which is occupied and people in

         10  there and we are just sort of putting the steel up

         11  and doing the skin on the building two years later

         12  on a little 20 thousand square foot community

         13  center.

         14                 So this is part of our thinking in

         15  conjunction with the concerns of the various

         16  stakeholders of moving to the CM/Build model.  This

         17  is not going to happen in the future.  We are not

         18  going to have projects stopping and starting, and

         19  stopping and starting, because we are going to have

         20  looked at contractors who we think have a much

         21  better probability of being able to complete the job

         22  in a timely manner and within budget and within a

         23  certain quality standard.  And I think that the fact

         24  that we have been able to marry this together with

         25  what I really believe is a credible program for

                                                            86

          1  SUBCOMMITTEE ON PUBLIC HOUSING

          2  long- term, sort of career development opportunity

          3  for our residents.  I mean, this is one of the few

          4  situations that I've observed during my time in City

          5  government where I really, really believe that what

          6  we have here is a win- win situation for every

          7  stakeholder that is at the table.  It's a win- win

          8  situation for the Authority, it's a win- win

          9  situation for the residents and it's a win- win

         10  situation for legitimate qualified contractors out

         11  there who will now will be able to compete for this

         12  work on an even level.

         13                 So, I think that part of the answer

         14  to your question is that in fact this is part of our

         15  solution, to sort of get away from that.

         16                 COUNCIL MEMBER JAMES: Okay.  I want

         17  to go to Queens.

         18                 MR. SPENCE:  Excuse me, in addition

         19  there are nine residents hired on that particular

         20  job.

         21                 COUNCIL MEMBER JAMES: But we can do

         22  better on that, right?

         23                 MR. FARRO: We try.

         24                 COUNCIL MEMBER JAMES: Ocean Bay.  Is

         25  there a CM/Build for Ocean Bay?
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          2                 MR. FARRO:  Yes, there is.  We are

          3  utilizing a contract, which is awarded to URS

          4  Corporation, who will be the CM/Builder on that

          5  project.

          6                 COUNCIL MEMBER JAMES: And will you be

          7  engaging in a Town Hall Meeting and the similar

          8  outreach efforts as you described earlier?

          9                 MR. SPENCE: Well, we will actually be

         10  doing that and actually I believe on the 22nd of

         11  this month, I believe it's next Tuesday, there is a

         12  presentation that will take place both with the

         13  advisory board level of the resident associations,

         14  as well as a meeting with the sort of general

         15  population of the residents.

         16                 COUNCIL MEMBER JAMES: And if you

         17  could just provide me with the number of residents

         18  who have signed up for that apprenticeship program,

         19  I would appreciate that as well.

         20                 MR. FARRO: We will try to get you

         21  that information when it is available.

         22                 COUNCIL MEMBER JAMES: Thank you.

         23                 CHAIRPERSON REYNA: Thank you Council

         24  Member James. My best to Chairman Hernandez.  Let

         25  him know that he was missed but he was well
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          2  represented.  I look forward to further discussions.

          3    And Joe, thank you very much for your commitment

          4  in just continuing this dialogue.

          5                 MR. FARRO: Thanks very much for

          6  giving us the opportunity to come here and talk to

          7  you today.

          8                 CHAIRPERSON REYNA: We will continue

          9  this hearing and I've asked my colleague, Council

         10  Member James to do me the favor in honor of

         11  continuing to Chair this meeting.  In a little

         12  while, I will have to excuse myself to go to my

         13  event and I will return.  I will call you to make

         14  sure this is continuing.

         15                 Nevertheless, I'd like to call up the

         16  next panel. I like to call up representative Laura

         17  Friedman from Congressman Jerrold Nadler's Office

         18  and I know she has another hearing to go and testify

         19  at.

         20                 To follow we will have Richard Dwyer,

         21  Claude Fort, the President of Local 375, accompanied

         22  by Samuel Richmond of Local 375.

         23                 MS. FRIEDMAN: Thank you very much.

         24  I'd like to thank Council Member Reyna for convening

         25  this Hearing today on a topic of great importance to
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          2  the City of New York.

          3                   The Congressman apologizes for not

          4  being here, the House of Representatives is in

          5  session today and so he sent me, Laura Friedman, I

          6  am his Policy Director to come and testify and read

          7  his testimony on his behalf.  So thank you very much

          8  for seeing me this early in the process.  It's

          9  appreciated.

         10                 CHAIRPERSON REYNA: Thank you.

         11                 MS. FRIEDMAN: It is my understanding

         12  that as part of the New York City Housing

         13  Authority's reorganization plan, it's Board approved

         14  the hiring of five construction management firms to

         15  oversee and take responsibility for services that

         16  are currently provided in- house.

         17                 The practice of out- sourcing

         18  government services has extraordinary risks for

         19  municipal agencies.  Regardless of the promises made

         20  by contractors and subcontractors, contracting- out

         21  usually results in higher costs, a lower quality of

         22  service, greater opportunity for corruption and

         23  diminished government responsibility control and

         24  accountability.

         25                 Oversight is the responsibility of
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          2  the government when the work is being done under our

          3  auspices.  After all, it is we who are ultimately

          4  responsible for contractor's mistakes.  The

          5  construction management firms that are hired by

          6  NYCHA will be the primary agent to verify that the

          7  materials and work of the contractor comply with the

          8  contract awarded and that there will be minimum in

          9  house inspection of a project.  This potentially

         10  represents a lack of required public oversight.

         11                 The five CM firms will be duplicating

         12  services that are already being performed by the in-

         13  house staff of NYCHA. Included in these duplicative

         14  services will be the training of the CM firms by

         15  NYCHA staff so that they will be able to perform the

         16  necessary tasks that they have been hired to do,

         17  thus creating additional costs to the project.

         18                 While current staff has the expertise

         19  necessary to carry out the projects that the CM

         20  firms have been hired to do, an unfortunate

         21  consequence of the Housing Authority's intention to

         22  contract out this work, will be the loss of in-

         23  house expertise and capability in inspection and

         24  construction management of major construction

         25  projects.  The net effect of this will be to make
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          2  the City completely dependent on outside contractors

          3  in all future projects and the inherent problems

          4  associated with that policy.

          5                 However, perhaps the most disturbing

          6  aspect of the contract with the CM firms is their

          7  responsibility in ensuring the RFPs, awarding the

          8  construction contracts, making contractor payments

          9  and doing the on- site inspections.  This creates

         10  the possibility for collusion between the private

         11  firms and the builder with only minimal oversight by

         12  NYCHA.  Government should never contract out its

         13  accountability, because when we do this we trample

         14  on the public's trust in our stewardship of their

         15  hard earned tax dollars.

         16                 We must not allow an increased

         17  dependence on contractors, because the net effect is

         18  that we begin to lose in house expertise, and have

         19  greatly diminished flexibility and control due to

         20  contractual constraints.  Contracting out services

         21  that are already being performed by qualified

         22  government employees is an issue that requires

         23  diligent oversight.  From the possibility of service

         24  deterioration due to the introduction of profit as

         25  the prime motivator in private contracting, to the
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          2  opportunity for corruption through bid rigging,

          3  bribery and kickbacks, government must utilize the

          4  power that we are given with to ensure that what is

          5  best for the City is what prevails.  Congressman

          6  Jerrold Nadler.

          7                 Thank you very much and it sounds

          8  like based on the questions asked by Council Member

          9  Reyna that that diligent oversight is really in play

         10  here.  So thank you very much for allowing us to

         11  come.

         12                 CHAIRPERSON REYNA: Thank you very

         13  much and our best to Congressman Nadler.

         14                 MS. FRIEDMAN: Thank you very much.

         15                 CHAIRPERSON REYNA: Thank you.

         16                 I would like to call our next panel.

         17  Richard Dwyer, New York City Carpenters Labor

         18  Management Trust and Company. I would like to ask

         19  for a smooth transition.  Claude Fort, the President

         20  of Local 375 and Samuel Richmond from Local 375 and

         21  I know that there are other members that would like

         22  to sit on the panel.  If you could just add more

         23  chairs if you like and just stand as a panel so that

         24  at least we will move forward fairly quickly.  The

         25  time clock is on.  I do apologize, I wish we didn't
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          2  have to rush this.  But, this won't be the first

          3  hearing, as you can see. I appreciate the

          4  moonlighting.  Mr. Dwyer please begin.

          5                 MR. DWYER: Good afternoon.  I'd like

          6  to thank the Committee for holding these Hearings.

          7  The issues for employment for tenants, quality

          8  construction and public housing, as well as the

          9  efficient and effective use of our tax dollars is

         10  important to me, the 25,000 union carpenters in this

         11  City and 1,600 signatory contractors in our

         12  industry.

         13                 In April 2001 I first testified

         14  before the City Council regarding the problems I

         15  witnessed at the New York City Housing Authority and

         16  my belief that the Authority was not addressing

         17  those problems.  Today, my testimony is the exact

         18  opposite.  Under the leadership of Chairman Tino

         19  Hernandez, General Manager Dough Apple and Assistant

         20  General manager for Construction Joe Farro, NYCHA is

         21  responding to problems with its construction

         22  procedures.

         23                 The CM/Build program instituted at

         24  NYCHA addresses these construction problems of

         25  quality and efficiency and provides career
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          2  opportunities for Housing Authority residents not

          3  just episodic jobs, which is currently what is

          4  happening.  Under this leadership team at NYCHA

          5  significant progress has been made.  It has become

          6  painfully clear to me that in a large bureaucracy

          7  like NYCHA any change takes time.  While we would

          8  all like to see change implemented immediately that

          9  is simply not our reality.

         10                 Under the old procurement system we

         11  found that contractors did not complete their

         12  projects in a timely manner, provided poor quality

         13  construction and sometimes defaulted

         14  on the project.  In addition NYCHA residents hired

         15  by those contractors, at best, experienced episodic

         16  employment.  With the end of the construction

         17  project came the end of the resident employment.

         18                 Allow me to explain.  NYCHA's

         19  construction procurement process attracted

         20  contractors who could or would not complete projects

         21  in a timely manner or with quality construction.

         22  Defaults by contractors, unacceptable delays and

         23  mistreatment of workers were at unacceptable levels.

         24    While the Resident Employment Program ensured that

         25  some residents secured short term jobs, they were
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          2  never trained for long term career employment.  One

          3  glaring example is the hiring of NYCHA residents to

          4  watch concrete dry.  Or the contractor at Bronxdale

          5  Houses who did not pay his workers for three months.

          6    That owner was convicted of a felony, served time

          7  in jail and then deported.

          8                 CM/Build programs ensures that for

          9  each $2 million in construction will make a state

         10  registered apprentice slot available for a qualified

         11  NYCHA resident.  In order to ensure that that

         12  resident has the best chance of surviving the

         13  apprentice experience and become a journey level

         14  construction worker, NYCHA has issued a Request for

         15  Proposal to provide a Pre- apprentice Training

         16  Program for residents.  This program will not only

         17  prepare the residents to meet the apprentice

         18  qualification, it will also enculturate (phonetic)

         19  the resident into the idiosyncracies of the

         20  construction industry helping to ensure their

         21  success in the industry.

         22                 Would you like me to stop.

         23                 CHAIRPERSON REYNA: I would love for

         24  you to continue, but if you could consolidate and

         25  summarize your statement and give the highlights.
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          2                 MR. DWYER: I urge that there be an

          3  oversight.  I hate the word, but I think there needs

          4  to be a stakeholders meeting.  I think that with all

          5  the groups there, that the challenges that this new

          6  program presents can be addressed by all the

          7  stakeholders working together.  I think each

          8  stakeholder has something important to give to it

          9  and I think that would be a very important asset

         10  along with everything else they have done.

         11                 CHAIRPERSON REYNA: Mr. Dwyer, I could

         12  not agree with you more.  I hope that I can call

         13  upon you and your expertise as we move forward, not

         14  only with the CM/Build program, but in addition to

         15  that the affordable housing crisis that the City of

         16  New York is engaging in and moving together as

         17  stakeholders, not just on the TRADES unions, but

         18  also the non- profits and private sectors, coming to

         19  the table to really discuss these issues.

         20                 I have spoken to Mike McGuire, who

         21  ensured that he would make sure we got together.

         22                 MR. DWYER: We will.  One thing you

         23  should do is you really need to bring HPD in.  I

         24  love to talk to you of some of the research we have

         25  done in HPD.  It's not a pretty sight.
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          2                 CHAIRPERSON REYNA: I appreciate that

          3  comment and I will be having a discussion with the

          4  new Commissioner Donovan about that.  Thank you.

          5                 MR. DWYER: I'm trying to.

          6                 CHAIRPERSON REYNA: Gentlemen, where

          7  are your females?  I need you up here as well.  We

          8  were pushing for a minority on women- owned

          9  businesses, so we need representation in the panel.

         10  Whenever you are ready, you may begin.

         11                 MR. FORT: Good afternoon Madam Chair.

         12    My name is Claude Fort and I am President of Local

         13  375 and vice President of District 37.

         14                 MR. FORRESTER: I am John Forrester,

         15  First Vice President, Local 375.  Good afternoon.

         16                 MR. FADER: Mitchell Fader, Chapter

         17  President, Tech Guild Housing Authority.

         18                 MR. BARNETT: Josh Barnett (phonetic),

         19  Construction Project Manager with Housing Authority

         20  Civil Service, Chair for Local 375.

         21                 MS. KELLER: I am Michelle Keller,

         22  Second Vice President of this organization.

         23                 CHAIRPERSON REYNA: I would like to

         24  thank Local 375 for being here today.  I know you

         25  have your specific concerns that we should address
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          2  at a later date as well, perhaps with a Joint

          3  Committee Hearing through Contracts or some

          4  appropriate entity that can perhaps take your issue

          5  into account as well.  Thank you.

          6                 MR. FORT: Thank you very much.  Local

          7  375 will present --

          8                 CHAIRPERSON REYNA: I'm so sorry.  We

          9  have been joined by Council Member Charles Barron

         10  and I just wanted to introduce him before we

         11  continued.  So thank you Council Member Barron for

         12  being here with us, or may I say Mayor.

         13                 MR. FORT: Good afternoon Council

         14  Member Barron.

         15                 COUNCIL MEMBER BARRON: Good

         16  afternoon.

         17                 MR. FORT: Yes, we represent 6,500

         18  technical professionals, engineers, architects,

         19  scientists, planners who work in various agencies in

         20  the City of New York and 400 of them work for NYCHA

         21  and we have a vested interest in this success for

         22  New York City Housing Authority Program.

         23                 Our work is of a highly specialized

         24  nature.  We plan, we design and we supervise

         25  construction of NYCHA projects. Based on our
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          2  superior job qualifications and past performance, we

          3  do it better than firms in the private industry.

          4                 Our purpose here today is to

          5  communicate our position, stronger position, against

          6  the hiring of the CM firms for many reasons, and

          7  some of them were cited by Congressman Nadler's

          8  office representative.  We have about five critical

          9  issues and I would like to highlight them to you.

         10                 The first issue is public oversight.

         11  The CM/Build would be the primary agent to verify

         12  that the materials and work of the contractor

         13  complies with the contact. There would be many more

         14  in- house inspection of the projects.  We feel that

         15  the implementation of the CM/Build program, the

         16  Authority is limiting each responsibility of public

         17  oversight in signing it away to the CM firms.  And

         18  though the Authority does reserve it's right to

         19  review and inspect the programs and services

         20  administered by the CM firms, the Authority staff

         21  assigned to perform the oversight will only be

         22  performing minor oversight.

         23                 The second issue is the issue of the

         24  Laws of the in house expertise and capability, in

         25  inspection of the construction management.
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          2  Management's plan is to release small construction

          3  projects to the in- house staff, while the

          4  challenging projects larger in size, cost and scope

          5  would be constructed out to the CM/Build firms.  Now

          6  the in- house staff of NYCHA has expertise for the

          7  required services for the capital projects.

          8                 CHAIRPERSON REYNA: Since you are a

          9  panel, I'd like you to wrap up.

         10                 MR. FORT: Okay.

         11                 CHAIRPERSON REYNA: Yes, wrap up so

         12  that at least every member who was going to share

         13  their testimony with us has at least a minute or two

         14  to share their responses as well.

         15                 MR. FORT: Okay.

         16                 CHAIRPERSON REYNA: I apologize for

         17  the time constraints here.

         18                 MR. FORT: Okay. I will complete in 30

         19  seconds. Basically we would like NYCHA to keep the

         20  services, engineering services, in- house.  And how

         21  can the residents get more as a result of what we

         22  are saying.  How can they benefit as a result of our

         23  argument.  We believe that doing the work in- house

         24  will save millions and millions of dollars and that

         25  money can be reinvested into the communities.  We
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          2  have vacancies in the housing for things that

          3  matter, as not having a say in leaking roof,

          4  malfunctioning equipment, busted boilers and we

          5  believe that this money can be reinvested into the

          6  communities and we owe it to the communities and to

          7  the residents to make sure that every penny is used

          8  in their best interest.  You know hiring the CM

          9  firms for services that can be provided cheaper

         10  isn't service to the tax payers and the residents

         11  who are counting on us and who are counting on you

         12  Madam Chair, to protect them.  Fight for them and

         13  make their live easier. This is what we respectfully

         14  request that you use your power to stipend and

         15  reverse that ill- advised decision by NYCHA to

         16  contract out services that can be provided cheaper

         17  by the experienced staff that we have in- house.

         18  Thank you very much.

         19                 CHAIRPERSON REYNA: Thank you Mr.

         20  Fort.

         21                 MR. FORRESTER: Good afternoon.  Again

         22  I am John Forrester, First Vice President with Local

         23  375.  I just want to state a front that we as Local

         24  375 are one completely supportive of the use of

         25  union labor on all NYCHA construction projects.  I
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          2  think that that is the interest of the City and of

          3  NYCHA and of our own organization.  We are also

          4  completely supportive of the hiring of additional

          5  residents under the apprentice, Section 3 in

          6  Residency Appointment Programs.  So both of those

          7  are terribly important to us.

          8                 What we are concerned about here

          9  though is that what is happening in NYCHA is

         10  something that is happening in so many agencies

         11  across the City right now, where in fact there is

         12  this trend trying to send the jobs out.  To send

         13  them into the private sector to private consultants.

         14    Consistently that costs more money. It is a waste

         15  of tax payers dollars to do that consistently and we

         16  show it consistently.

         17                 On top of that it's often our own

         18  members that have to end up training the consultants

         19  when they come on- board because they don't come

         20  with the institutional knowledge that we do have.

         21  So we think it's a misuse of tax payers money. We're

         22  talking about $70 million dollars being devoted to

         23  the CM firms.  We believe that we can do the same

         24  work in- house for about an expenditure of around

         25  $20 million dollars.  That will leave you with an
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          2  additional $50 million dollars.  That is a

          3  tremendous amount of money that can be used for

          4  improvements, for hiring, for improving the

          5  Residency Hiring Program.  I understand.  What

          6  bothers me about privatization is that it feels like

          7  to me it is an abrogation of management's

          8  responsibility.

          9                 I mean the New York City Housing

         10  Authority has consistently put forward a

         11  construction bill of $400 million a year for 20

         12  years.  They are the premier building organization

         13  in the country.  That doesn't mean there aren't

         14  problems.  There are problems and those problems do

         15  need to be addressed.  The residency hiring is a

         16  tremendous one of those problems but it is a

         17  abrogation of management responsibility to say okay,

         18  well we are going to get rid of that problem because

         19  we are going to shove it all out to the private

         20  sector and now it's up to you guys.  If you don't

         21  bring the projects in on time, if you don't do the

         22  hiring it's your fault, it's not any longer our

         23  fault.  That is where the misuse of monies come in.

         24                 I was just interested in some of the

         25  things Joe Farro said.  He said that he was looking
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          2  originally for between 200 and 225 and I know you

          3  want the 300.  And he said, well if we get the other

          4  $75 million we can do the 300.  Well you know what

          5  that comes out to?  That comes out to a cost of $750

          6  thousand per each additional hire.  Now that's not

          7  efficiency.  That is not a good use of funding.

          8                 I believe that the Housing Authority

          9  has responsibility to go back inside to assess how

         10  it is done.  And I believe it's done as badly and I

         11  believe it had problems in the community in terms of

         12  its construction and there are problems on projects

         13  not coming in on time.  But that is what the

         14  responsibility of management is, you fix those

         15  problems.  That is how an agency is supposed to run.

         16    You don't abrogate those responsibilities, shove

         17  it off to the private sector and on top of that

         18  waste to the City of $50 million dollars.  Thank

         19  you.

         20                 MR. FADER: Mitchell Fader, Chapter

         21  President, Housing Authority.  I just want to touch

         22  upon one thing first before I get into the exact

         23  items that I want to discuss.

         24                 This reorganization really consists

         25  of three items. One is the CM/Build Program, one is
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          2  the physical restructure of the organization itself

          3  and the third is the personnel practices that were

          4  implemented within that structure and I hope to get

          5  to that at the next Hearing.

          6                 As far as the Apprenticeship Program

          7  we are totally behind it.  I passed out just now the

          8  letter that the Chairman wrote to HUD, bragging

          9  about basically how successful we are in placing

         10  people within in- house.

         11                 In it, it shows that between 1994 and

         12  2000 the Housing Authority placed approximately

         13  5,000 Section 3 hires.

         14                 CHAIRPERSON REYNA: Since when?

         15                 MR. FADER: You have the paper, I

         16  passed it out, it's between 1994 and 2000 there have

         17  been approximately 5,000 Section 3 hires by NYCHA

         18  contractors, in addition the Authority implemented

         19  the Resident Employment Program and between 2001 and

         20  2003 400 jobs were placed.  It further goes on to

         21  say that since 2000 a third of all employees hired

         22  by Section 3 have been public housing residents and

         23  5,400 employees of NYCHA are residents.  It further

         24  goes on to say additionally from 2001 to 2003 the

         25  Authority has provided job training and job
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          2  preparation to approximately 3,300 additional NYCHA

          3  residents and assisted more than 800 residents to

          4  secure employment.

          5                 My question then, if the internal

          6  structure of the Housing Authority is so successful,

          7  why are they contracting this out to the CM/Build

          8  people.  We will now have to train them and

          9  basically shuffle off our responsibility to a third

         10  party.  We have to pay them profit and over- head

         11  and everything else that goes along with it.  It

         12  just doesn't make sense.  We have a successful in-

         13  house program.  Either they want to dismantle the

         14  in- house program and shuffle this off to private

         15  contracting or this is a farce and we really are

         16  inept.  One or the other, either we're successful or

         17  we're not.  So we are wasting money on contracting

         18  out what we are doing successfully in- house.

         19                 The second item I want to point out

         20  is this plaque that you see in front of you.  This

         21  is the Baychester Community Center.  It was a $10

         22  million design center that we designed fully in-

         23  house.  It was designed in- house by in- house

         24  personnel.  It was inspected by in- house personnel.

         25    It was build on time and on budget.  And I would
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          2  just like to point out one section here, it's

          3  towards the end.  It says here, Mr. Hernandez, who

          4  is the Chair, Joseph Farro and Doug Apple, upon the

          5  grand opening of this, made special mention of the

          6  NYCHA inspection staff for the exceptional quality

          7  of the work on the new building.  Here we have our

          8  own upper management people congratulating our own

          9  in- house inspectors on such a fine job.  Why in the

         10  world now do they want to contract out this

         11  important function to the CM/Build people?  It just

         12  doesn't make sense.  We have the qualified staff to

         13  do it in- house, we can do it cheaper, we can do it

         14  better and best of all they will be looking out

         15  after the tax payers money and our own residents. To

         16  move this to the CM section is like bringing the fox

         17  into the hen house, not one by one, but the whole

         18  pack.

         19                 You should not be contracting out the

         20  inspection service.

         21                 CHAIRPERSON REYNA: I just wanted to

         22  ask you one question.  Of the 6,000 since '94, it

         23  says here that it was 5,400 employees that were

         24  NYCHA residents, how many of those have full time

         25  employment.
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          2                 MR. FADER: Well all I am doing is

          3  reporting to you what Chairman Hernandez reported to

          4  HUD.  I have no contact with that section.  I have

          5  no idea how many were full- time, part- time, how

          6  many are currently employed.  That is something that

          7  a follow up investigation could hold.  My only issue

          8  is, that as part of the CM/Build program, you not

          9  only want to contract the construction management,

         10  they also want -- also I want to touch upon, Joe

         11  Farro mentioned this, for the past ten years we have

         12  placed every dollar, $4 billion worth of Federal

         13  money, we RFP'ed it out and we contracted out

         14  totally within house and now they want to give that

         15  responsibility over to the CMs.

         16                 They want to contract a total of six

         17  in- house services, that to some extent we have to

         18  continue to do in- house, one is the RFP process,

         19  one is the award process, one is the payment

         20  process, the third is the inspection process, the

         21  fourth is the Section 3 Apprenticeship and Residency

         22  program.  All that we should in theory be also doing

         23  a parallel program in- house.  It doesn't make

         24  sense.

         25                 CHAIRPERSON REYNA: And of the in-
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          2  house employees, how many are residents of NYCHA?

          3                 MR. FADER:  According to that roughly

          4  a third, 5,400.  Right now I could tell you --

          5                 CHAIRPERSON REYNA: Of the in- house

          6  employees?

          7                 MR. FADER: Yes.

          8                 CHAIRPERSON REYNA: Are 5,400

          9  residents.

         10                 MR. FADER: Yes.  I could give you a

         11  little background.  When I first got here in '92

         12  there were 15 thousand employees.  In '94 and '95 --

         13                 CHAIRPERSON REYNA: So they would

         14  technically be all full- time employees then.

         15                 MR. FADER: In theory, but there are

         16  some seasonal, whether they count them as seasonal

         17  or full- time, again, that is out of my expertise.

         18  I can't say during the season, during the spring and

         19  summer, they bring on I guess grounds keepers, or

         20  whatever and so forth.

         21                 CHAIRPERSON REYNA: Right, sure.

         22                 MR. FADER: So the full- time, I can't

         23  answer that.

         24                 CHAIRPERSON REYNA: I'm sorry, I don't

         25  mean to cut you off.  It's just that I lost Tish

                                                            110

          1  SUBCOMMITTEE ON PUBLIC HOUSING

          2  James and I'm trying to make sure that you guys get

          3  an opportunity at this Hearing.  I think it would be

          4  appropriate to have a separate and apart Hearing to

          5  do with Local 375 and the effects that the CM/Build

          6  brings upon you, hosting it with a colleague,

          7  perhaps the Contracts Committee, Robert Jackson, so

          8  I will have follow- up dialogue with you all.

          9                 MR. FADER: That would be great.

         10                 CHAIRPERSON REYNA: Thank you all.

         11  Thank you very much.

         12                 MR. BARNETT: My name is Josh Barnett.

         13    I work for the Housing Authority, my title is

         14  Construction Project Manager. I am a licensed

         15  architect and I am also Civil Service Chair for

         16  Local 375.

         17                 I just have to state up front that I

         18  think that the Housing Authority management is

         19  selling all of us a bill of goods regarding the CM

         20  program and reorganization.  We all know that there

         21  are problems and they are using the resident hiring,

         22  which we all support. On all my projects, as a

         23  project manger, every project manager, every tenants

         24  association, residence association I meet with

         25  always complains about lack of Section 3 compliance
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          2  being given the most drudge jobs for short periods

          3  of time.

          4                 It is a very real issue, but this is

          5  not the way to do it and having listened to the

          6  Housing Authority both at the previous Hearing at

          7  City Hall and here, I think it's more interesting to

          8  see what not what they did say, but what they didn't

          9  say.  What they haven't done so far is put forth any

         10  kind of documentation or backup that the

         11  privatization for out- sourcing will increase

         12  efficiency or will increase savings.  In the

         13  packages they put forward to us even in- house at

         14  the Authority, we haven't seen any kind of dollars

         15  and cents break- down facts that would really

         16  improve performance.

         17                 What they haven't said, if they come

         18  to us as the people who actually do the work where

         19  the rubber meets the road, do we have any ideas.  We

         20  heard all the time that they included all the

         21  stakeholders.  Well the staff, the 15,000, 17,000

         22  employees, we are stakeholders and no one ever came

         23  to us to talk to us about where do we think the

         24  problems are.  In fact, last November we came up

         25  with a Staff Plan for improving time and
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          2  performance.  That was really basically dismissed by

          3  the Authority.

          4                 What they haven't said is looking at

          5  the record of privatization across- the- board as a

          6  whole, not just in private housing, but in public

          7  education, public transportation, public health.

          8  Even in the Army, in every case as the

          9  representative from Nadler's office said, it is

         10  really proven to be more expensive.  It lead to a

         11  down- sizing of public service -- Look at public

         12  housing for a second.  I know of somebody who went

         13  to New York City public schools, this was the

         14  daughter in the New York City public schools, that

         15  the private schools like the Edison School have had

         16  an abysmal track record in bringing up grade scores,

         17  reducing class sizes and that is just one example

         18  among many and we've no reason to expect there would

         19  be any difference with public housing.  Even where

         20  they haven't provided back- up, even in terms of

         21  looking at the track record of the contractors, when

         22  they say that there is only 40 percent on- time

         23  completion rate, they haven't really backed that up.

         24                 I can tell you as a project manager

         25  myself, on a lot of my projects, the basic work, the
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          2  base contract work and any change order work is

          3  completed basically on time.  There is a lot of

          4  managerial problems in actually closing out the

          5  projects that can lead to the misconception that

          6  many of them drag out further then they actually do,

          7  but again that's because they haven't provided and

          8  just as Mitch said, one last example in terms of

          9  inefficiency of out- sourcing.  Before I worked for

         10  the Housing Authority, I have been there almost

         11  seven years, I worked for an engineering firm, where

         12  I worked on designing toll booths and people at the

         13  TA used to train us to do work that we sent back to

         14  them instead of having the transit authority people,

         15  engineers do it themselves.  So, that's what we are

         16  doing here.  It is a duplication of services that we

         17  really have to avoid.

         18                 CHAIRPERSON REYNA: Thank you very

         19  much.  And I just wanted to say before the last

         20  testimony continues, we have been joined by my

         21  colleague Council Member Alan Gerson.

         22                 I would like to ask my colleague

         23  Council Member James to take my seat, I do apologize

         24  for the umpteenth time for leaving, but I am looking

         25  forward to the ribbon cutting of a two year project
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          2  in my district of a playground for a charter school

          3  as a matter of fact.  So I apologize.  I can't

          4  disappoint 300 students in my district.  As much as

          5  I hold this issue very dear to my heart, it's not

          6  going to sacrifice a project.

          7                 So I look forward to continued

          8  dialogue.  I would like to thank Tish James, Council

          9  Members Barron as well as Gerson for assisting me in

         10  this Hearing and we look forward to the oversight

         11  mechanism, the continued dialogue with NYCHA, the

         12  continued dialogue with Local 375.

         13                 I would like to thank key people like

         14  Nichole and Maris for making sure that a lot of

         15  these issues were squared away from the beginning of

         16  my Chairwomanship, since January and you have all

         17  been key players in making this Hearing a success.

         18  I would like to make sure that I give that credit

         19  where credit is due. Thank you.

         20                 ACTING CHAIRPERSON JAMES: So, are you

         21  finished with your testimony?

         22                 MS. KELLER: Well I just want to wrap

         23  up.  First, I want to thank you again today.  My

         24  name is Michelle Keller.  I am the Second Vice

         25  President of Local 375, also a product of the public
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          2  housing.  James Marohouse (phonetic) is as a matter

          3  of fact and my father worked as a superintendent for

          4  the Housing Authority.

          5                 We welcome the opportunity if we

          6  could continue discussion here because beyond what

          7  we are talking about today, we actually do have case

          8  studies that we haven't even been able to get into,

          9  so we will look forward to meeting with you again.

         10                 But let me kind of help to conclude

         11  this today amongst my brothers.  We just want to say

         12  there is no credible substitute for the

         13  institutional knowledge and experience of NYCHA

         14  engineers, architects and construction management.

         15  Privatization and contracting out is always more

         16  costly and produces lower quality work, than that

         17  done by NYCHA employees.  The place to begin dealing

         18  with this problem is to stop the fashionable ideas

         19  to privatize and contract out every time we have to

         20  meet a new challenge.

         21                 The place to begin is by investing in

         22  development of the NYCHA workforce.  We want to be

         23  partners, in this process of designing and providing

         24  construction management for the needed NYCHA

         25  construction projects.  We thank you for giving us
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          2  this opportunity today.

          3                 ACTING CHAIRPERSON JAMES: Thank you.

          4  Any questions from my colleagues?  Let me properly

          5  introduce you.  This is the Mayor of the City of New

          6  York, Mayor Charles Barron.

          7                 COUNCIL MEMBER BARRON: Madam Chair,

          8  as I recollect the Mayor does not get to ask

          9  questions.  I just wanted to say first of all, thank

         10  you for the presentation for this Hearing is more

         11  than timely.

         12                 You know we have the issue all over

         13  the City of the privatization.  It's been a major,

         14  major issue City- wide.  There is education, Edison

         15  projects, even in prisons and housing, the country

         16  is usually run by industrial complexes.  This

         17  strange relationship between the corporate world and

         18  the elected official.

         19                 But I hope it doesn't get lost in

         20  this for the main reason why we do Section 3 or

         21  CM/Build is the residents, that the residents -- we

         22  are talking about 50 percent unemployment for black

         23  males in this town, 43 percent unemployment for

         24  black women, 35 percent unemployment with Latino.

         25  It's a very serious issue whether it's Section 8 or
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          2  Section 3, Section 8 is a tax.

          3                 But I am very concerned that we go

          4  down a road that favors unions and favors people

          5  working and that we don't get some of our people

          6  even locked into Apprenticeship Programs.  Sometimes

          7  we have a real problem with that.  We get locked

          8  into Apprenticeship Programs and never get out to

          9  get the jobs.  And then when we do get jobs we wave

         10  the flags.  We're the ones that direct the traffic

         11  with the flags and everybody else, when it comes to

         12  people of color, we don't get those kinds of jobs

         13  that lead to a living wage.  So I'm just hoping out

         14  of this Hearing that we stay focused on that.

         15                      Privatization has never been a

         16  way that seems to have really benefited us and I'm

         17  just hoping that we really look at this program

         18  thoroughly, particularly my colleagues on the City

         19  Council so that we can make sure that we stay

         20  resident focused and not corporate focused and not

         21  even union focused, but resident and people focused.

         22

         23                 Whatever package that leads us to,

         24  hopefully we will use every power of the City

         25  Council, whatever authority we have to make sure
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          2  that we do something about, not just Federal

          3  contracts coming in, but even City and State

          4  contracts being a part of that process.  Because

          5  under Section 3 I believe it was mostly Federal

          6  contracts, but City contracts and State contracts,

          7  also should be a part of that to increase the

          8  employment of those in NYCHA.

          9                 So mine was more of a public housing

         10   -- So mine was more of a statement than a question.

         11    I just hope that we continue this battle of

         12  privatization, normally it is not good.  And I just

         13  hope that we look into this very, very seriously.

         14  Thank you Madam Chair.

         15                 MR. FADER: Could I just add --

         16                 ACTING CHAIRPERSON JAMES: Certainly.

         17                 MR. FADER: -- A note to that.

         18  President Fort mentioned millions of dollar.  I just

         19  want to throw something out here very quickly.

         20  There is $70 million dollars set aside for the five

         21  CM firms.  It is our claim that we can take $15

         22  million, that's $5 million a year and hire

         23  approximately 50 to 60 additional NYCHA technical,

         24  professional people.  That will leave a total of $55

         25  million to be regenerated back into the fiscal
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          2  structure.  This is money that they are taking out

          3  of a die- hard budget that is shrinking each year.

          4  And no one is making a point of that.

          5                 Then if they want to wait until we up

          6  this pilot program for three more times, make it

          7  nine years, that $50 to $55 million dollars is going

          8  to turn into $150 million over a nine year period.

          9  And that is what really is at stake here.  Do you

         10  want to give the money to the CM/Build firms, when

         11  we have knowledgeable and professional experienced

         12  staff in- house that we could do it at a fraction of

         13  the cost. Yes, we do have to hire some additional

         14  personnel because the total number of professionals

         15  within the Capital Project Division is not enough to

         16  do everything at this point.  It does mean expanding

         17  our workforce at about 6 to 8 percent.  But that

         18  will leave between $50 and $55 million be put back

         19  into the fiscal structure.

         20                 With your permission may I just ask

         21  one.  My First Vice President would like to make a

         22  statement.  Can he have just two minutes please?

         23                 ACTING CHAIRPERSON JAMES: Sure.

         24                 MR FADER: Sam.

         25                 MR. RICHMOND: Hi, I'm Sam Richmond
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          2  and I'm a First Vice President of the Chapter.  I

          3  think it's important here to understand your

          4  function as well as ours and to understand where

          5  your concerns lie.  It's very important to know that

          6  the money that is being spent could easily be spent

          7  to develop programs within the Housing Authority to

          8  monitor, to put together the best program that this

          9  Country could see on hiring employees, I mean

         10  employees within the Housing Authority.

         11                 As an employee of 18 years with the

         12  Housing Authority, we have tried to develop

         13  programs.  It is a social program for the City of

         14  New York.  One of the key responsibilities is to

         15  serve the City of New York and the residents and

         16  provide the job opportunities that you people are

         17  looking for.  And yet, if you took the $10 million

         18  that you are actually going to give each CM/Build

         19  contractor for a total of $60 million the Housing

         20  Authority could put together the best program in the

         21  Country, train the residents, give them

         22  opportunities within the Housing Authority.  Instead

         23  what are they doing?  Now because of a shortage of

         24  money, they are laying off the lowest echelon of

         25  people within the Housing Authority.  Another 690
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          2  people will be laid off by January.

          3                 Who is it going to effect?  It's

          4  going to effect your residents because they have the

          5  lowest seniority and they have been a part of the

          6  program in the first place to be hired by the

          7  Housing Authority.  So here you are taking $60

          8  million, laying off people that already have jobs,

          9  when you can develop your program and DC 37 and

         10  every other union would be happy to develop their

         11  men to engineers, architects, carpenters, plumbers.

         12  Thank you.

         13                 ACTING CHAIRPERSON JAMES: Thank you.

         14                 Council Member Gerson, any statement?

         15                 I would like to call up the next

         16  panel.  Actually it's a panel of three.  I don't

         17  know if they are all related, but we'll call them up

         18  anyway.  Demaris Reyes from PHROLES, Cephus Suber

         19  from Section 3 Business and Mary Brody from Johnson

         20  Houses. If the three of you would take seats at the

         21  table that would be greatly appreciated.  And first

         22  we will begin with Demaris Reyes.

         23                 MS. REYES:  Hello, my name is Damaris

         24  Reyes and I am here today representing the Good Old

         25  Lower East Side and Public Housing Residents of the
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          2  Lower East Side.  I am the Director of Organizing

          3  and we are members of the TRADES Coalition.  I just

          4  also want to state that I turned in testimony for

          5  the Legal Aid Society, Judith Goldiner, who could

          6  not be here, but asked us to bring it forward for

          7  the record.  They work with us on many issues and so

          8  this happens to be one of them.

          9                 ACTING CHAIRPERSON JAMES: Thank you

         10  Ms. Reyes and we will put that into the record.

         11                 MS. REYES: Thank you.  I am here

         12  today as a member of the TRADES Coalition and on

         13  behalf of Public Housing Residents of the Lower East

         14  Side (PHROLES).  I am here today to thank NYCHA for

         15  working with us over the last couple of years and

         16  congratulate them on this promising CM/Build

         17  program.  But I would also like to take this

         18  opportunity to testify to the importance of

         19  transparency and the continuing involvement of the

         20  community with this CM/Build program, as well as to

         21  discuss the overall need for Section 3 enforcement

         22  and whole scale procurement reform.

         23                 First, on the importance of

         24  transparency and community involvement, I ask that

         25  NYCHA pledge to work with this Public Housing
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          2  Subcommittee as the public arm in the CM/Build

          3  oversight process.  Specifically I ask that NYCHA

          4  provide regular reports to the Public Housing

          5  Subcommittee and that the Subcommittee in turn, keep

          6  an open door to the community for review and for

          7  feedback.

          8                 In short, the CM/Build Program will

          9  meet its training and hiring goals only if everyone

         10  at the table follows through with the commitments

         11  that they have made.  NYCHA must stand by the

         12  CM/Build agreement; the unions must set aside

         13  appropriate numbers of slots for residents in their

         14  respective apprenticeship programs; resident and

         15  community groups must recruit and support new

         16  apprentice hires; and all groups involved must work

         17  together to secure funding for outreach training and

         18  follow- up services.

         19                 However, for these groups to share

         20  accountability over the program, they need to remain

         21  at the table and for that TRADES asks NYCHA to take

         22  the Public Housing Subcommittee up on its offer of

         23  being a conduit.

         24                 Having stressed the importance of

         25  this program's success, we absolutely cannot forget
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          2  that this is a pilot program and not applicable to

          3  hundreds of thousands of dollars in construction

          4  work each year.  Thus, I am also here today to

          5  discuss the need for greater overall enforcement of

          6  Section 3 and significant procurement reform.  I

          7  understand that NYCHA is in the business of housing

          8  and not employment but, as obvious from their

          9  commitment to resident jobs under the CM/Build

         10  program, they do see the responsibility they have

         11  under Section 3 and the benefit they receive by

         12  having their residents in family supporting jobs.

         13  To that end, I ask that NYCHA take the necessary

         14  steps to reform their procurement process.

         15                 By moving away from their practice of

         16  awarding the contracts to the lowest bidder and

         17  toward awarding the contracts to the lowest,

         18  responsible bidder, they can spend a lot less time

         19  and money investigating and settling Section 3 and

         20  prevailing wage complaints and more time figuring

         21  out where to plug their budget deficit with all the

         22  new Section 3 workers' higher rent checks.

         23                 Furthermore, even though union and

         24  other responsible contractors may be more expensive

         25  on the front end, I don't think there needs to be a
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          2  cost benefit analysis to know that it would be

          3  significantly more cost- effective and certainly

          4  more efficient and respectful to residents to have

          5  the work done on time, on budget and with quality

          6  materials that don't need to be replaced every three

          7  years.

          8                 To that end, I just want to add that

          9  the internal process that NYCHA has had these many

         10  years, has not worked and it is because of that,

         11  that we have come together to ask for reform and

         12  residents are really tired of having shoddy

         13  materials, having their cabinets replaced every

         14  three years and to talk about wasteful spending when

         15  you have your cabinets, your bathtub your stove and

         16  your refrigerator replaced or any sort of carpentry

         17  work, having your apartment redone and done over

         18  again every ten years. That is a waste of public

         19  dollars and to that end we ask that we give this

         20  program a chance.

         21                 This is a new program, a new way and

         22  we will see if it works for us.  It's a promising

         23  program that will create jobs and not only jobs but

         24  training.  And Section 3 in the past has not worked.

         25    Those 5,000 jobs from 1994 to 2000 were mostly all
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          2  temporary, two to three months employment and I

          3  would challenge any one to find a large percentage

          4  of those hires that are still employed under that

          5  work.  Thank you.

          6                 MS. BRANCA: Hi, my name is Nicole

          7  Branca.  I'm sorry but I don't have written

          8  testimony because I wasn't planning on testifying.

          9  Everything I would say about the CM/Build Program is

         10  reflected in Richard Dwyer's and Damaris Reyes

         11  written testimony.

         12                 While I am here and I will be brief,

         13  to let everyone else who did sign up, to speak.  I

         14  just wanted to come up here and clear up some of the

         15  misinformation provided earlier by Congressman

         16  Nadler's staff person and Local 375.

         17                 For starters, I would say that and I

         18  will go on record saying the Section 3 Program

         19  prevailing wage enforcement and the lowest

         20  responsible bidder processes have not worked.  And I

         21  ask anyone, anywhere to prove me otherwise, prove me

         22  wrong.

         23                 I will also say that NYCHA has gotten

         24   -- anyone who has ever met me knows that I am not

         25  NYCHA's advocate.  So I have gotten up and yelled at
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          2  them over and over again for years, but I will say

          3  that they have gone on record many, many times

          4  testifying that not one person will lose their job

          5  because of the CM/Build Program, and I wouldn't

          6  defend NYCHA, if I didn't believe them on that.

          7  NYCHA has a lot of lay- offs that are occurring and

          8  none of it has anything to do with the CM/Build

          9  Program.  It has everything to do with hires and the

         10  Federal government and the Administration cutting

         11  their budget.

         12                 I guess there are two last points.

         13  Local 375 talked about the lost money and

         14  inefficiency.  The matter of fact about the

         15  inefficiency was having to do the work over and over

         16  again, but I would like to ask them about lost money

         17  and what they think about contractors who come in

         18  and don't pay taxes.  We can prove that there are

         19  millions of lost dollars to the City, to the State

         20  and to the Federal government because of the bad

         21  contractors.  So if they can find an answer to this

         22  problem without creating a CM/Build, that is great.

         23  But in the meantime, we want to get this money back

         24  into the City, State and Federal government, where

         25  it is much needed.
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          2                 Finally, I'd like to say that NYCHA

          3  does not have the money to do this in- house.  They

          4  don't.  If they did, if they could create a Pre-

          5  apprenticeship Program in- house and have a State

          6  approved Apprenticeship Program run and paid for,

          7  that would be great, but they look to us, we are

          8  doing a private public venture essentially to help

          9  them find a good Pre- apprenticeship Program so that

         10  the residents will keep these jobs and get union

         11  cards and have careers in the construction industry.

         12    I could go on but that's all in there.  Thank you.

         13                 MR. SUBER: Good afternoon.  My name

         14  is Cephus Suber. I am a Section 3 contractor who

         15  lives within the Housing Authority. I would just

         16  like to testify that there is no way that they can

         17  say they are given jobs out when I am a contractor

         18  and I am qualified. I have been doing this for eight

         19  years.  I was trained by the Housing Authority to do

         20  this work and when I approached general contractors

         21  they absolutely turn me down basically.

         22                 I would like to know if the CM/Build

         23  Program coming into effect fully, how would that

         24  benefit me, when I am still out there trying to get

         25  the jobs.  I was trained to do resurfacing, which I
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          2  still haven't been paid for.  I was trained in 2001.

          3    It is 2004 now, I still haven't been paid for

          4  that.  But I would not complain if I was getting the

          5  work.  There are plenty of resurfacing contracts

          6  that are being awarded.  When I approach these

          7  contractors they just turn a deaf ear and there is

          8  no one in Housing to oversee this to absolutely make

          9  sure that they are hiring.

         10                 So I want to know if any body could

         11  really just come forward and say like, okay, here is

         12  someone who is qualified, why aren't you giving him

         13  the opportunity.  That is basically all I have to

         14  say.  Thank you.

         15                 ACTING CHAIRPERSON JAMES: Mr. Suber,

         16  we should have a conversation after this hearing is

         17  over so we can assist you.  Do you own a business,

         18  and if so the name of your business?

         19                 MR. SUBER: Yes ma'am.  My business is

         20  Top Choice Painting and Construction.  I am fully

         21  insured and licensed by the State.

         22                 ACTING CHAIRPERSON JAMES: Do you

         23  currently have a contract with NYCHA?

         24                 MR. SUBER:  No, I don't.

         25                 ACTING CHAIRPERSON JAMES: Have you
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          2  performed some work for NYCHA and not gotten paid?

          3                 MR. SUBER: Yes, well as far as the

          4  resurfacing training, I haven't been paid for that.

          5  But other jobs that I have done, which are called C

          6  for Ps (phonetic) these jobs are roughly between

          7  $1,000 to $3,000.  They pretty much cut that out,

          8  which pretty much cut me out.  But when they brought

          9  in the Section 3 Program, which is mandated by HUD

         10  to hire contractors such as myself, you know, it's

         11  like no one is there when I come to these

         12  contractors.  As I said and then they will be like

         13  okay, give me your card, send me some paperwork on

         14  what you do.  When I do that, I never hear from them

         15  again.

         16                 I have contacted Tech Services, I

         17  have contacted Section 3, I believe, I'm sorry, I

         18  forgot her name, Ms. Sonia Torruella, yes and no one

         19  is really doing anything.

         20                 ACTING CHAIRPERSON JAMES: Mr. Suber,

         21  we will have a discussion after this week.  We

         22  cannot guarantee you any business but we will get

         23  you in touch with the right people to make sure that

         24  you are in the process of your business being

         25  considered for any contracts that might be

                                                            131

          1  SUBCOMMITTEE ON PUBLIC HOUSING

          2  available.

          3                 MR. SUBER: Thank you very much.

          4                 ACTING CHAIRPERSON JAMES: You are

          5  very welcome.

          6                 Is there a Mary Brody, Johnson House

          7  here?  No, okay.  Any other questions Council

          8  Members?  No, okay.  No further questions.

          9                 At this point in time I recognize

         10  that we have got a number of issues that we need to

         11  balance the issue with regards to the displacement

         12  of workers, I am very sensitive to that issue. At

         13  the same time we also need to balance the issue of

         14  addressing the high rates of unemployment,

         15  particularly within the Public Housing.  My district

         16  I think is a microcosm of what is happening all over

         17  the City of New York and so we need to talk about

         18  accountability.  We need to talk about transparency.

         19    We need to talk about the fact that the Federal

         20  Government has cut back the budget on NYCHA and that

         21  should be a concern for all of us.

         22                 I know that that is a concern of this

         23  Chair and the members of this Subcommittee.  So we

         24  all need to work together to ensure that we continue

         25  to be viable, not only the employees of the unions
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          2  that are represented by within NYCHA, but also all

          3  of the individuals who are part of the CM/Build.

          4  And with that, I am confident that this Committee

          5  and the Chair person who represents this Committee

          6  will do her best to ensure that the interest of

          7  everyone concerned are addressed.  With that I

          8  adjourn the meeting. Thank you.

          9                 (Following written testimony was read

         10  into the record)

         11

             WRITTEN TESTIMONY OF:

         12  MICHAEL MC GUIRE

             DIRECTOR OF GOVERNMENTAL AND LEGISLATIVE AFFAIRS

         13  MASON TENDERS' DISTRICT COUNCIL

             OF GREATER NEW YORK AND LONG ISLAND

         14

                            Good afternoon Chairwoman Reyna and

         15  distinguished Committee Members.  My name is Michael

             McGuire and I am the Director of Governmental and

         16  Legislative Affairs for the Mason Tenders' District

             Council of Greater New York and Long Island.

         17

                            The Mason Tenders' District Council

         18  is comprised of more than 15,000 members in six

             local unions of the Laborers' International Union of

         19  North America.  These locals represent men and women

             working throughout the five boroughs as building

         20  construction laborers, mason tenders, plasterer's

             helpers, office and professional personnel,

         21  demolition workers, recycling plant employees, high

             school teachers and asbestos and hazardous material

         22  abatement laborers.

                            I am here today to reiterate the

         23  position of the Mason Tenders' District Council, and

             its two pertinent local unions, Asbestos, Lead and

         24  Hazardous Waste Laborers' Local 78 and Construction

             and General Building Laborers' Local 79 on Section 3

         25  jobs.  No contract should be let without giving New

             York City Housing Authority residents access to the
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          2  jobs they are entitled to under Section 3.

                            Section 3 refers to the section of

          3  the Housing and Urban Development Act of 1968 that

             requires local housing authorities to make "best

          4  efforts" to assist public housing residents and

             other low- income persons with funding provided by

          5  HUD.  Specifically, public housing authorities

             receiving HUD funding must commit to the "greatest

          6  extent feasible" that 30 percent of new hires will

             come from among Section 3 residents.

          7                 It is this clause, "to the greatest

             extent feasible" that crooked contractors and NYCHA

          8  staffers who are either corrupt, incompetent, or

             just plain lazy have been hiding behind for years.

          9  When I first became involved in this issue in the

             winter of 2000, I was dismayed to find that

         10  virtually no legitimate contractors would even go to

             the effort of bidding on NYCHA construction

         11  projects.  Legitimate contractors, those who pay the

             prevailing wage, carry workers' compensation

         12  insurance and unemployment insurance and look to

             hire from among NYCHA residents, could not compete

         13  with contractors that blatantly ignore both the laws

             and the regulations that govern these contracts.

         14                 It was the New York City Council,

             first under Speaker Peter Vallone and Committee

         15  Chairs Archie Spigner and Kathryn Freed and now

             under Speaker Gifford Miller and Madam Chairwoman

         16  that this issue made any progress.  Certain members

             of Congress were approached on this problem numerous

         17  times to no avail.  A City Council hearing in April

             2001 led to the founding of TRADES (Trade Unions and

         18  Residents for apprenticeship Development and

             Economic Success).  It was TRADES, working with

         19  members of the City Council, Mayor Bloomberg, the

             State legislature, including now Councilwoman Tish

         20  James, who was then an Assembly staffer, Attorney

             General Spitzer and other elected officials that

         21  seemingly made this program a success.

                            Under the agreements made, hundreds

         22  of millions of dollars of work will go to

             legitimate, union contractors and hundreds of NYCHA

         23  residents will gain careers in the construction

             industry.  Not one shot jobs, where when the job is

         24  over you might have a few bucks in your pocket, but

             you're right back in the projects and out of work

         25  again, but real careers, with real training that

             could take them anywhere in the world and give them
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          2  the ability to earn a good living.  These jobs offer

             wages that put people solidly in the middle- to

          3  upper middle- class bracket, with pensions, health

             care, annuity plans, legal services benefits, free

          4  ongoing training and perhaps most important access

             to the union hiring hall.

          5                 So again, on behalf of the 15,000

             members of the Mason Tenders' District Council's six

          6  constituent local unions, I am here to say thank you

             to the Madam Chair and the entire Committee for this

          7  hearing and to say we are ready, willing and able to

             implement this program.  We are committed to

          8  diversifying the building trades and we are

             committed to taking in the people who should have

          9  been getting these jobs all along.  We're just

             waiting for the go ahead.

         10

             Respectfully submitted,

         11  Michael J. McGuire

         12  WRITTEN TESTIMONY OF:

             JUDITH GOLDINER

         13  THE LEGAL AID SOCIETY

             CIVIL APPEALS AND LAW REFORM UNIT

         14

                            The Civil Division of The Legal Aid

         15  Society is the largest provider of free civil legal

             services to the poor in New York City.  In addition

         16  to operating eight neighborhood offices serving all

             five boroughs of the City, the Division delivers

         17  comprehensive City- wide legal assistance through

             various special projects and City- wide offices,

         18  including the Civil Appeals and Law Reform Unit, the

             Homeless Rights Project, the Immigration Unit, the

         19  Health Law Unit and the Family Law Unit including

             the domestic violence Project.  In total, the Civil

         20  Division provides free legal representation in

             nearly 25,000 individual cases annually to indigent

         21  New Yorkers who need but cannot afford an attorney.

             The Legal Aid Society also acts as counsel to the

         22  New York City Public Housing Resident Alliance.

                            We very much appreciate the

         23  opportunity to testify before the Public Housing

             Subcommittee and welcome Chairperson Reyna's

         24  leadership on this issue.  We are pleased that the

             New York City Housing Authority has finally, after

         25  37 years, begun to honor its commitment to its

             residents by starting to implement Section 3. We are
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          2  concerned however, that Section 3 has not been used

             to its full potential to off set the mandated

          3  community service, which is being implemented this

             year.  NYCHA estimates that 80,000 residents may be

          4  forced to do community service.  If Section 3 was

             fully implemented, many of these residents would

          5  have jobs and could be thus exempt from community

             service.

          6                 We recommend that anyone who has a

             Section 3 form on file and is waiting for training

          7  or work opportunities through NYCHAs Department of

             Resident Employment Services should be exempt. We

          8  recommend that the Department of Resident Employment

             Services outreach to all residents who are being

          9  told that they must do community service to help

             them find employment or job training opportunities.

         10                 Most unemployed residents in public

             housing would welcome the opportunity for full-

         11  time, living wage work.  But in this economy, many

             New Yorkers are still facing persistent unemployment

         12  or a reduction in their hours.  The way the

             requirements are currently construed, we are

         13  concerned that the Community Service requirement may

             actually displace more hard working New Yorkers from

         14  City jobs.  The impact of 80,000 New York City

             residents performing maintenance and gardening work

         15  at NYCHA buildings could threaten the job security

             of NYCHA employees.  We have already witnessed a

         16  similar displacement of City Parks Department

             employees, phased out because they have been

         17  replaced by WEP workers.

                            The shortage of federal funds to

         18  provide supportive services presents a serious

             problem for any parent who must now pay for child

         19  care out of their own pockets in order to fulfill

             the eight hours a month required.  We are also

         20  concerned for the safety of the residents, as it is

             unlikely that additional funds will be provided for

         21  proper uniforms, equipment or standard protections

             that a paid City employee would receive.

         22                 Thus we urge NYCHA to expand further

             its Section 3 compliance to ensure that all

         23  unemployed NYCHA residents have an opportunity to

             find a job or to have a meaningful training towards

         24  employment.

                            We appreciate the opportunity to

         25  testify before the Council Subcommittee today and

             hope that the Council will do all that is within its
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          2  power to compel NYCHA to address the concerns

             outlined above.

          3

             Judith Goldiner

          4  The Legal Aid Society

                            (Hearing concluded at 400 p.m.)
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          2              CERTIFICATION

          3

          4     STATE OF NEW YORK   )

          5     COUNTY OF NEW YORK  )

          6

          7

          8                 I, LENORE NAGLE, do hereby certify

          9  that the foregoing is a true and accurate transcript

         10  of the within proceeding.

         11                 I further certify that I am not

         12  related to any of the parties to this action by

         13  blood or marriage, and that I am in no way

         14  interested in the outcome of this matter.

         15                 IN WITNESS WHEREOF, I have hereunto

         16  set my hand this 17th day of June 2004.
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                                   ---------------------

         24                          LENORE NAGLE
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          9            I, LENORE NAGLE, do hereby certify the

         10  aforesaid to be a true and accurate copy of the

         11  transcription of the audio tapes of this hearing.
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         22                 -----------------------

                              LENORE NAGLE
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