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          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2                 CHAIRPERSON WEPRIN: We have

          3  Commissioner Lloyd of the Department of

          4  Environmental Protection. We have a few Council

          5  Members here. Council Member Peter Vallone, Jr.,

          6  from Queens, and we have Council Member Maria del

          7  Carmen Arroyo.

          8                 I'm now going to call upon my

          9  co-chair, Councilman Jim Gennaro, for an opening

         10  statement.

         11                 CHAIRPERSON GENNARO: Thank you. Thank

         12  you, Mr. Chairman. I appreciate you moving the

         13  hearings along so that we could get this in in a

         14  timely manner.

         15                 Good afternoon. Good afternoon, one

         16  and all. I'm Councilman Jim Gennaro, Chair of the

         17  Committee on Environmental Protection. This is a

         18  joint hearing, as we know, of the Finance and

         19  Environmental Protection Committees on the FY 2006

         20  budget.

         21                 We will hear testimony from DEP about

         22  its Expense and Capital budgets and general agency

         23  operations. The Committee looks forward today to

         24  hearing from DEP about several important

         25  budget-related issues, including the Watershed
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          2  Protection Program, and renegotiation of consent

          3  orders with the State and Federal governments,

          4  federally mandated health and safety programs,

          5  enforcement of the Noise Control Code, the Croton

          6  Water Filtration Plant, collection of ECB fines, and

          7  the Capital Plan for the agency and its impact on

          8  water rates.

          9                 And let me just say, as a personal

         10  note that the several months you've been on the job,

         11  Commissioner Lloyd, you've made a great impact on

         12  all of my colleagues. They have only wonderful

         13  things to say about you, and they have always had

         14  wonderful things to say about your excellent team.

         15                 And, so, we greatly appreciate the

         16  fact that you give us such good service and we very

         17  much appreciate you and being here with all of your

         18  good team, and we look forward to hearing your

         19  statement, and then we'll pepper you with a couple

         20  of questions here and there, and then we'll call it

         21  a week; what do you say?

         22                 COMMISSIONER LLOYD: That sounds fine.

         23                 CHAIRPERSON GENNARO: Thank you,

         24  Commissioner.

         25                 I guess without further ado, you
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          2  could identify people on your team as appropriate

          3  and grace us with your statement.

          4                 COMMISSIONER LLOYD: Thank you, Mr.

          5  Chairman. And good afternoon to you and Chairman

          6  Weprin, as well.

          7                 Joe Singleton is sitting on my left,

          8  who is our Assistant Commissioner for Budget, and I

          9  have other people whom I will introduce as we go

         10  along, because I am still claiming to be a new

         11  Commissioner and asking other people to help me

         12  answer questions, as well as to do many other

         13  things.

         14                 Thank you for this opportunity to

         15  present testimony on DEP's Fiscal Year 2006

         16  Executive Budget.

         17                 In my testimony, I will give a brief

         18  overview of the agency's Capital and Expense

         19  budgets, and then highlight for the Committee

         20  particular programs of interest. And you will not

         21  that my testimony is considerably shorter than it

         22  was earlier this year. We've had enough time to

         23  talk, I know how familiar you are with everything we

         24  do, and I'm just trying to touch on some highlights

         25  because I know you'll then want to move to
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          2  questions.

          3                 For Fiscal Year 2006, the Department

          4  has a proposed capital plan of $2.2 billion. The

          5  ten-year plan covering Fiscal Years 2006 to '15 is

          6  proposed at $15.8 billion. In Fiscal Year 2006, the

          7  Department's Capital budget includes the following

          8  investment:

          9                 - 260 million for continued work at

         10  the Newtown Creek Wastewater Treatment Plant.

         11                 - $237 million for continued work on

         12  combined sewer overflow facilities.

         13                 - $273 million for continued upgrades

         14  to wastewater treatment plants on the East River and

         15  Jamaica Bay to eliminate nitrogen discharges; and

         16                 - $61 million for a bio-nutrient

         17  pilot testing project.

         18                 - $64 million for Upstate dam, bridge

         19  and road projects.

         20                 - $178 million for the sewer upgrades

         21  and replacements; and

         22                 - $164 million for the in-city

         23  watermain upgrade and replacements.

         24                 Over the next ten years, Fiscal Year

         25  2006 to '15, DEP will continue to address a number
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          2  of critical capital projects, including $2.3 billion

          3  for the continued upgrades to wastewater treatment

          4  plants to further reduce nitrogen discharges into

          5  the East River and Jamaica Bay.

          6                 - $1.05 billion for the construction

          7  of the Croton Water Treatment Plant.

          8                 - $262 million to the third water

          9  tunnel.

         10                 - $1.7 billion for the Kensico City

         11  Tunnel commencing in Fiscal Year 2008.

         12                 - $1 billion for a dependability

         13  study to examine the redundancy of water conveyance,

         14  which I'll talk about a little bit more later; and

         15                 - $517 million for an ultraviolet

         16  disinfection facility for the Catskill and Delaware

         17  systems to begin construction in Fiscal Year 2007.

         18                 On the operating side of the budget,

         19  the Executive Budget shows Fiscal Year 2006

         20  operating costs, 809.5 million, a net increase of

         21  44.2 million from the amount forecast for the Fiscal

         22  Year 2005 Executive Budget.

         23                 Included in that increase are the

         24  following items:

         25                 The agency has been allocated eight
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          2  new information technology positions to provide

          3  computer support for the customer billing system.

          4  The DEP expects to realize net savings of $2 million

          5  per year in contract expenses by contracting in that

          6  work.

          7                 DEP will continue its program of

          8  reducing sewer back-ups and flooding by dragging

          9  sewers to remove debris and silt that decreases the

         10  capacity of the sewer.

         11                 In addition, to work recently begun

         12  last month in Coney Island, this work will be

         13  concentrated at Pugsley Avenues, Zerega Avenue and

         14  Balcom Avenue in the Bronx; as well as Beach Channel

         15  Drive in Queens.

         16                 The Department's budget for Upstate

         17  real estate taxes has been increased to $103.6

         18  million. This increase of $12.5 million will fund

         19  the cost associated with escalating taxes and the

         20  reassessment of City-owned dams, an issue which you

         21  know concerns us very much.

         22                 The Department's allocation for

         23  energy in Fiscal Year 2006 Executive Budget is $72.4

         24  million, an increase of 9.2 million over the Fiscal

         25  Year 2006 Preliminary Budget.
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          2                 This increase is due primarily to

          3  increase in cost for oil and electricity.

          4                 The Department continues to add

          5  resources to address environmental health and safety

          6  issues throughout our operations.

          7                 In Fiscal Year 2006, an additional

          8  $3.9 million and 30 new positions were added to

          9  supplement the $7.5 million and the 103 positions

         10  already allocated.

         11                 The Fiscal Year 2006 budget provides

         12  $1.4 million for additional watershed security

         13  measures as well, and these are just some of the

         14  needs that were funded in the Executive Budget.

         15                 Although I'll be brief, I want to

         16  give the Committee a quick update on some policies

         17  and programs relating to watershed protection,

         18  critical capital projects, improvement sewers and

         19  sewerage treatment, and enhancing quality of life.

         20                 As you will see, the Administration's

         21  Capital and Expense budgets for DEP support all of

         22  the core environmental infrastructure that the City

         23  needs for clean drinking water, and a healthy,

         24  sustainable environment.

         25                 Let me start with recent activities
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          2  in support of watershed protection.

          3                 First, DEP has acquired more than

          4  64,000 acres of land since 1997, as you know. To

          5  date, in the Catskill Delaware Watershed, the City

          6  has spent about $194 million on the land acquisition

          7  program, leaving another $65 million still available

          8  for land acquisition.

          9                 Additionally, the Mayor has committed

         10  $25 million for East of Hudson Land Acquisition. As

         11  this Committee is aware from the recent hearing into

         12  Intro. 626, DEP has strong reservations about the

         13  Council's proposed legislation, which we feel could

         14  jeopardize important new partnerships established

         15  between the City and the Upstate watershed

         16  communities.

         17                 Second, regarding recreational use

         18  regulations, DEP is proposing revisions to the rules

         19  and regulations to apply to all persons accessing

         20  watershed lands for purposes of fishing hiking and

         21  hunting on specifically designated City-owned land.

         22                 Public hearings will be held in the

         23  City and in the Upstate community during the month

         24  of September.

         25                 The revisions include lowering the
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          2  age for recreational access from 16 to 14 years,

          3  lowering the age requirement for adult supervision

          4  from 16 to 14 years, creating public area

          5  designations to allow access without a public access

          6  permit to many areas that have historically been

          7  open to the public in this manner, and several other

          8  changes to increase public access.

          9                 Third, I would like to say a few

         10  words about the management of flooding Upstate

         11  recently.

         12                 During the month of April

         13  precipitation in the watersheds that supply New York

         14  City averaged between two and four inches, with some

         15  areas receiving up to six inches.

         16                 Although flooding generated enormous

         17  turbidity problems in some of the Upstate

         18  reservoirs, DEP was able to maintain standards

         19  without any health concerns for our water customers.

         20                 Upstate staff acted with enormous

         21  skill and dedication and concern for the Upstate

         22  communities, as well as for the New York City water

         23  supply.

         24                 Let me move now to give you

         25  highlights of our critical capital projects.
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          2                 First, to ensure the long-term

          3  dependability of the City's water supply system, DEP

          4  is in the process of evaluating the repair and

          5  maintenance needs of each critical water supply

          6  aqueduct. The most prominent example being the

          7  Rondout-West Branch section of the Delaware

          8  Aqueduct.

          9                 DEP has budgeted $1 billion in its

         10  Capital Plan for the evaluation and repair of key

         11  water supply aqueducts. A critical part of planning

         12  is identifying alternate sources of water that can

         13  provide for the City's needs when key aqueducts are

         14  off-line for repairs.

         15                 Second, while the Kensico City tunnel

         16  is currently in its planning stages, there is $1.7

         17  billion budgeted in the Fiscal Year 2006-2015

         18  ten-year capital plan. DEP expects construction to

         19  begin in 2008 and end in 2020. This tunnel will

         20  connect the City's Kensico Reservoir in Westchester

         21  to the Hillview Reservoir in the Bronx, in order to

         22  provide redundancy to the two other aqueducts that

         23  bring water from Kensico into the City.

         24                 Third, DEP is budgeting $1.17 billion

         25  for the construction of a filtration plant for the
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          2  Croton Water Supply, of which $150 million has

          3  already been committed to design and site

          4  preparation, which is already underway.

          5                 The plant will not only help to

          6  ensure that Croton meets state and federal water

          7  quality regulations, but it will also increase the

          8  dependability of the system in times of drought, as

          9  well as to supplement the Cat-Del system.

         10                 Fourth, as you know, DEP is currently

         11  constructing City Water Tunnel No. 3, which will

         12  convey drinking water throughout the City, and

         13  supplement Tunnel Nos. 1 and 2, which have been in

         14  continuous use since 1917 and 1937 respectively.

         15                 Tunnel No. 3 will increase the

         16  dependability and redundancy of the City's water

         17  distribution network by providing an alternate

         18  method of drinking water conveyance and allowing the

         19  inspection, maintenance and repair of Tunnels 1 and

         20  2. DEP expects to activate Tunnel No. 3's Lower

         21  Manhattan leg by 2008.

         22                 Finally, DEP is reconstructing and

         23  expanding the water distribution system in eastern

         24  and southeastern Queens. DEP is working to better

         25  integrate the area's existing groundwater supply,
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          2  acquired with the purchase of Jamaica Water Supply

          3  in 1996 for the City's Upstate surface water supply

          4  distribution network.

          5                 And important part of this work is

          6  the construction of the Station 6 water treatment

          7  plant, which will treat water from a number of the

          8  area's groundwells.

          9                 In addition, Station 6 will provide

         10  flood relief by lowering the area's water table. DEP

         11  had budgeted $70 million for the Station 6 facility.

         12                 Just as maintaining the water supply

         13  is fundamental to the well-being of the City, so is

         14  providing for the disposal of sanitary sewage and

         15  the management of runoff and storm sewer.

         16                 In order to improve the way in which

         17  DEP retrieves and reviews sewer and drainage plants,

         18  $2.9 million was allocated in Fiscal Year 2005 for

         19  improvements to the agency's database of sewer,

         20  mapping and drainage projects.

         21                 Indexing of the capital drainage

         22  plans will allow staff to select a street segment,

         23  view a chronological list of documents relevant to

         24  that street, and retrieve a list of sewer plans and

         25  drainage plans.
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          2                 The improved water quality in the

          3  harbor and New York City's beaches is a real success

          4  story, and one we watch and pursue closely.

          5                 During the summer months, DEP's

          6  marine sciences unit increases its monitoring of the

          7  harbor for various water quality indicators, such as

          8  fecal coliform and dissolved oxygen levels.

          9                 DEP also increases surveillance of

         10  the City's shore lines for illegal discharges from

         11  the City's thousands of outfalls.

         12                 As a result, there were no public

         13  beach closures in the summer of 2004 and pollution

         14  levels in New York Harbor have decreased by 98

         15  percent over the last 25 years.

         16                 Probably one of the most ambitious

         17  multi-state efforts to improve water quality and

         18  protect aquatic life in the ocean and bays is the

         19  effort to reduce nitrogen effluent in the Long

         20  Island Sound and Jamaica Bay.

         21                 DEP is continuing negotiations with

         22  New York State DEC regarding the City's discharges

         23  of nitrogen and the Long Island Sound and Jamaica

         24  Bay.

         25                 DEP has identified additional
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          2  measures it would undertake to meet the nitrogen

          3  reduction limits at a faster pace than would have

          4  been accomplished under the original plan.

          5                 The consent orders are estimated to

          6  cost DEP approximately $700 million. These

          7  expenditures are part of the $2.3 billion budgeted

          8  for plant upgrades at the five wastewater treatment

          9  plants covered by the Order for Fiscal Year 2006 to

         10  2015.

         11                 DEP also has responsibility for

         12  responding to noise complaints. One of the biggest

         13  daily irritants to New York City residents.

         14                 Since the inception of 311, noise

         15  complaints at DEP have almost tripled, from 10,921

         16  in Fiscal Year 2002, to 29,987 in Fiscal Year 2004.

         17                 During Fiscal Year 2005 to date, the

         18  number of air and noise complaints has already

         19  surpassed 21,000.

         20                 DEP has been able to reach its goal

         21  of responding to 85 percent of complaints within

         22  seven days by reallocating internal resources and

         23  streamlining the inspection process.

         24                 Another important effort is cleaning

         25  up brownfields. The Office of Environmental
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          2  Compliance is leading a multi-agency effort to

          3  identify brownfield sites and set standards for

          4  remediation and allocate funding to redevelop these

          5  sites.

          6                 In March 2005, community planning

          7  projects in all five boroughs of New York City were

          8  awarded a total of $1.85 million in New York State's

          9  first round of Brownfield Opportunity Area grants.

         10                 In addition, in May 2005, the City

         11  was awarded a $200,000 assessment grant from U.S.

         12  EPA for field assessment.

         13                 Finally, the Department continues to

         14  make progress in addressing environmental health and

         15  safety issues. The Environmental Health and Safety

         16  Programs help detect and prevent violation of

         17  environmental laws, regulations, administrative

         18  orders, and permits in our operations.

         19                 A particular concern is the health

         20  and safety of our workers.

         21                 DEP has established programs in the

         22  Bureau of Water Supply and the Bureau of Water and

         23  Sewer Operations, and we are expanding our focus to

         24  include and expand the already existing programs in

         25  the Bureau of Wastewater Treatment.
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          2                 In closing, I'd like to say a word

          3  about water and sewer rates.

          4                 As the Council is aware, the New York

          5  City Water Board proposed and ratified a three

          6  percent water/sewer rate increase for Fiscal Year

          7  2006.

          8                 Over the past 12 years, rates have

          9  stabilized within a more predictable range, a

         10  difficult task given the breadth of its mandate and

         11  the multiple consent orders that DEP is responsible

         12  for overseeing and funding. We anticipate that good

         13  planning and improved collection strategies will

         14  help mitigate future rate increases.

         15                 I appreciate this opportunity to

         16  highlight the City's overall environmental goals and

         17  priorities. I look forward to continuing to work

         18  with the Committee, and I'll be happy to answer any

         19  questions you may have.

         20                 Thank you.

         21                 CHAIRPERSON WEPRIN: Thank you,

         22  Commissioner.

         23                 We've been joined by a couple more

         24  colleagues. We have Council Member Dennis Gallagher

         25  from Queens. Welcome. And Council Member Oliver
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          2  Koppell from the Bronx.

          3                 Commissioner, you referred to a

          4  number of your capital projects in your testimony,

          5  but it is our understanding that the Department of

          6  Environmental Protection currently has

          7  appropriations totalling over 4.52 billion, and the

          8  amount that is available to fund a capital

          9  commitment plan for Fiscal '05 of approximately 2.7

         10  billion, or almost less than half the available

         11  balance.

         12                 Obviously agencies need a certain

         13  amount of flexibility, but what does DEP -- does DEP

         14  need over 1.8 billion more in its capital budget

         15  than is planned to commit in Fiscal '05, and how do

         16  you plan on reconciling that additional money?

         17                 COMMISSIONER LLOYD: I'm going to ask

         18  Assistant Commissioner Singleton to respond, please.

         19                 CHAIRPERSON WEPRIN: Sure.

         20                 ASSISTANT COMMISSIONER SINGLETON:

         21  Good afternoon.

         22                 On any given capital authorization of

         23  the 2.7 that you mentioned, about 30 percent would

         24  be scheduled for contingencies against those

         25  projects.
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          2                 IFA costs are not part of that

          3  commitment cost, they are sort of a course that move

          4  with it, but you don't see that in the commitment

          5  plan.

          6                 The bottom line is we do not need 1.8

          7  in additional amount to our authorization.

          8  Appropriations don't get rescinded every year.

          9  Traditionally, the Office of Management and Budget,

         10  when that rescindment (phonetic) number would move

         11  to a certain level, they would actively go in and

         12  ask us to do an evaluation line-by-line, and do the

         13  rescindment.

         14                 That's not a normal course of

         15  business. It's done every, maybe five or six years,

         16  to my recollection, but normally we would not need

         17  that level of spread between your authorized plan

         18  and the appropriation available to implement.

         19                 CHAIRPERSON WEPRIN: Well, I'm sure a

         20  lot of them are City Council projects that we kept

         21  adding on, despite the, you know, inability to I

         22  guess get them done in a limited amount of time.

         23                 ASSISTANT COMMISSIONER SINGLETON: I

         24  don't think that we received too much Council

         25  appropriations in the process. Most of our work, as
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          2  far as Councilmatic projects, would be related to

          3  DOT work and our watermain and sewer move with that.

          4  We have very little Councilmatic money in our

          5  budget, or Borough President money.

          6                 CHAIRPERSON WEPRIN: Okay.

          7                 I'm sure my colleagues will be happy

          8  to know that it's not their money that's not being

          9  spent.

         10                 How much flexibility do you think you

         11  really need? I mean, for future planning. I

         12  understand there's always a certain amount of

         13  flexibility, and I understand the problem with not

         14  spending it all right away, and counting it over and

         15  planning and cost estimates and reserves and all

         16  that; how much flexibility do you think is

         17  reasonable?

         18                 ASSISTANT COMMISSIONER SINGLETON:

         19  Generally I would think 30 percent beyond a

         20  commitment plan, and then with exceptions.

         21                 For instance, if you have a

         22  particular project that may be able to be Fiscal

         23  Year '06 that is scheduled in '07, we would

         24  negotiate with the Office of Management and Budget

         25  to put appropriations in for that project so that if
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          2  we had slippage somewhere else, we could advance

          3  that project.

          4                 For instance, Wards Island. Currently

          5  had it scheduled in '07. We're asked for additional

          6  appropriation for '06, if that job is ready, another

          7  job is delayed for whatever reason, we could move

          8  those projects in and out.

          9                 Because of the size of our capital

         10  plan, I think we probably have a little bit more

         11  flexibility than some of the tax levy agencies.

         12                 CHAIRPERSON WEPRIN: Maybe we should

         13  be giving you more City Council projects to use that

         14  flexibility.

         15                 Okay, I'm going to turn it back to my

         16  co-chair, Council Member Jim Gennaro.

         17                 CHAIRPERSON GENNARO: Thank you, Mr.

         18  Chairman.

         19                 Thank you, Commissioner, for your

         20  comprehensive statement. And for this nice book,

         21  too. Show me another agency that puts out a book as

         22  nice as that.

         23                 With regard to nitrogen reduction,

         24  you made reference in your statement, and I've got a

         25  prepared question on it as well, I think your words
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          2  were that the agency is continuing its negotiations

          3  with the State over sort of our method versus their

          4  method.

          5                 How are those negotiations going and

          6  with regard to the budget, are we putting in the

          7  numbers that we would -- are we putting in the

          8  numbers that reflect DEP's way of doing it? Or the

          9  federal, or the State? And what would our exposure

         10  be if we don't prevail in those negotiations and how

         11  much more additional money would that mean?

         12                 COMMISSIONER LLOYD: Bite your tongue,

         13  if they don't prevail.

         14                 I think negotiations are going

         15  extremely well. The Acting Commissioner Denise

         16  Sheehan has been very interested in coming to some

         17  agreement. We have been meeting almost weekly,

         18  either at a very senior staff level, the two

         19  Commissioners present, and I think that we have come

         20  to a very full understanding of the technical issues

         21  and what they feel they need to see to be confident

         22  in our ability to deliver the reduction in nitrogen,

         23  and also a good understanding on their part of why

         24  we would like to defer some commitment until we've

         25  had a chance to see the results of some more of the
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          2  testing that we're doing, the various technologies.

          3                 So, I think we're going well, and I

          4  think that we will end up with an agreement that

          5  allows us significant savings over the original, I

          6  think it was $1.1 billion, that we thought we would

          7  have to commit before the proposed, the revised

          8  plan.

          9                 CHAIRPERSON GENNARO: So, the 1.1

         10  billion versus 700 million or whatever it is?

         11                 COMMISSIONER LLOYD: Versus 700

         12  million. My guess is that in trying to accelerate

         13  the delivery of the program, they will probably add

         14  in some money, but we will certainly, and I don't

         15  think we'll really know exactly where we end up for,

         16  you know, another few months.

         17                 But I think that we will still

         18  realize substantial savings.

         19                 CHAIRPERSON GENNARO: Terrific. Good

         20  luck with those negotiations.

         21                 COMMISSIONER LLOYD: Thank you.

         22                 CHAIRPERSON GENNARO: If I could be of

         23  help, just let me know.

         24                 COMMISSIONER LLOYD: Thank you.

         25                 CHAIRPERSON GENNARO: I will try to do
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          2  what staff tells me to do, just read the questions,

          3  put it out there and just stop talking.

          4                 COMMISSIONER LLOYD: And I'll just

          5  read the answer and let staff talk.

          6                 CHAIRPERSON GENNARO: Okay. This is

          7  the Friday afternoon drill.

          8                 At the hearings on DEP's Preliminary

          9  Budget, you informed the Committee as to your plan

         10  to acquire seven to 8,000 acres per year over the

         11  next four fiscal years, with an allocation of

         12  approximately 28 million.

         13                 DEP's executive capital four-year

         14  plan includes an additional 12.4 million for

         15  purchase of land in the watershed, and an additional

         16  30 million in the outyears of the plan, bringing the

         17  total amount allocated for acquisition in the

         18  ten-year plan to 84 million.

         19                 How much additional lands are you

         20  planning to acquire with these additional funds?

         21                 And was this increase a result of any

         22  change in policy, since you testified on the

         23  preliminary Capital Plan?

         24                 ASSISTANT COMMISSIONER SINGLETON:

         25  Good afternoon, once again.
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          2                 CHAIRPERSON GENNARO: That's what it

          3  says.

          4                 ASSISTANT COMMISSIONER SINGLETON:

          5  This is really two-fold. The acquisition goals that

          6  we stated in the Preliminary Budget --

          7                 CHAIRPERSON GENNARO: You'll have to

          8  speak right into the microphone.

          9                 ASSISTANT COMMISSIONER SINGLETON:

         10  Sure.

         11                 The acquisition goals that we spoke

         12  to during the preliminary budget are fairly

         13  unchanged.

         14                 What we did is we went back, the

         15  outyear allocation, the 30 million that you speak

         16  to, that was focused as a contingency item and the

         17  Upstate folks wanted that put in as a committable

         18  number, so that's what we did. That's the Delta that

         19  you see from FY '08 out.

         20                 CHAIRPERSON GENNARO: The people

         21  Upstate wanted more money --

         22                 ASSISTANT COMMISSIONER SINGLETON: I'm

         23  sorry. Let me clarify.

         24                 The Bureau of --

         25                 CHAIRPERSON GENNARO: Oh, our people?
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          2                 ASSISTANT COMMISSIONER SINGLETON: Our

          3  people.

          4                 CHAIRPERSON GENNARO: Oh, okay, fine.

          5                 Mike.

          6                 ASSISTANT COMMISSIONER SINGLETON:

          7  Mike, exactly.

          8                 So, it's just a point of

          9  clarification. The money was there as a contingency.

         10  We put that out-year allocation as a committable

         11  amount.

         12                 The other 25 million, which is for

         13  East of Hudson was there, and that number is

         14  unchanged from the Preliminary.

         15                 CHAIRPERSON GENNARO: Again, I'll give

         16  myself a modicum of latitude, because this is not

         17  directly a budget question, but I've been asked to

         18  ask, and I will be a good boy and ask.

         19                 DEP I know shares our concern that we

         20  do whatever we can within reason to get the State to

         21  increase the penalties for violations of the

         22  watershed regulations, and we're just checking in to

         23  find out what specific initiatives or overtures DEP

         24  is making to pursue our shared goal of increased

         25  penalties for those that would violate the watershed
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          2  regulations, and folks who may not know there's a

          3  very modest penalty for those violations, one that

          4  we believe is insufficient.

          5                 COMMISSIONER LLOYD: Deputy

          6  Commissioner Principe will respond.

          7                 CHAIRPERSON GENNARO: Nice to see you,

          8  Mike. Thanks for coming.

          9                 DEPUTY COMMISSIONER PRINCIPE: Good

         10  afternoon, Council Member/Chairman.

         11                 I guess at the last hearing you had

         12  asked that question as well, and our General Counsel

         13  had commented that we, we're looking at with the Law

         14  Department at changes we could make to our watershed

         15  rules and regulations, but also working through the

         16  State Attorney General's Office to get the State law

         17  changed in that aspect, and I really have nothing

         18  new to add to that at this point.

         19                 CHAIRPERSON GENNARO: Yes, we continue

         20  to, you know, think it's a burden, as you do, and

         21  we'll continue to try to, you know, make the point.

         22  And so we thank you for whatever advocacy that you

         23  can do to get that increased.

         24                 DEPUTY COMMISSIONER PRINCIPE:

         25  Understood.

                                                            29

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2                 CHAIRPERSON GENNARO: Thank you.

          3                 While I get my thoughts together on

          4  my remaining questions, and I do have remaining

          5  questions, I want to recognize Council Member

          6  Koppell, who has some questions.

          7                 COUNCIL MEMBER KOPPELL: Thank you,

          8  Chair. For fear of being viewed as Jonny one note,

          9  obviously you know that I have concerns over the

         10  water filtration plant in my district.

         11                 You note that you're looking at a

         12  cost of 1.17 billion, now that construction has

         13  begun, do you have any update on cost? Has the cost

         14  increased, stayed the same, decreased, in terms of

         15  protected cost of the facility?

         16                 ASSISTANT COMMISSIONER SINGLETON: We

         17  have not modified that cost in any significant way

         18  from that publication.

         19                 I think some of the confusion when we

         20  saw a 1.5 number in the rate book, were other items

         21  included in that funding line, all the parks work

         22  that's being done.

         23                 COUNCIL MEMBER KOPPELL: Right.

         24                 ASSISTANT COMMISSIONER SINGLETON:

         25  Things of that nature.
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          2                 So, the short answer is no, the site

          3  work has been bid, it is pretty much on within cost

          4  estimate. The balance of the work is not scheduled

          5  to be bid til 2007, and we have not changed that

          6  forecast.

          7                 COUNCIL MEMBER KOPPELL: I see.

          8                 Because technology is advancing, and

          9  I get a lot of communications from various people

         10  telling me that new technologies are coming on line

         11  all the time, in terms of water quality and

         12  filtration and filtration alternatives. Is the

         13  Department actively looking at alternatives? We've

         14  only committed a relatively limited fraction of the

         15  money, are you looking at alternatives at the

         16  possibility of modifying the plant, or conceivably

         17  even eliminating the plant, if alternatives, better

         18  alternatives arrived?

         19                 I mean, when this plant was conceived

         20  of some years ago, there may not be new

         21  technologies. People tell me there are, but what's

         22  your view of that?

         23                 COMMISSIONER LLOYD: Well, I think

         24  that the technologies are always going to be

         25  evolving on a continuous basis, and there came a
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          2  point in time, because of the requirements of EPA

          3  and federal law, when we had to bring a plant on

          4  line, and the Department made the best choice it

          5  could, based on what it knew. And I don't think

          6  there's any question in anyone's mind that I know of

          7  that this will be effective in filtering.

          8                 I think that there will continue to

          9  be an evolution of technologies, and in the future,

         10  there may be a tried and true alternative technology

         11  that might have used less space, or had some other

         12  advantage that would have been attractive. But I

         13  think we continue to feel this is a good technology

         14  and it was the best choice for the point in time

         15  when we made it.

         16                 COUNCIL MEMBER KOPPELL: Well, I'm not

         17  quarreling with that. Whether I agree or disagree,

         18  it's been made. You're not going to bid the next

         19  contracts for a couple of years, at least for a

         20  year, so if new technology came around, you would

         21  replace it.

         22                 I mean, it would only make sense to

         23  do that. If there is a better alternative, cheaper

         24  or less intrusive, it should be explored it seems to

         25  me.
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          2                 COMMISSIONER LLOYD: Actually, it

          3  would be so intrinsic to the design that we would

          4  have to go back to square one, and totally redesign

          5  and lose that time in terms of meeting the federal

          6  mandate. So, I don't think we consider that a viable

          7  option, and the financial and legal penalties would

          8  be very substantial for doing that.

          9                 I think we feel it would not be a

         10  prudent choice for the Department on behalf of the

         11  City.

         12                 COUNCIL MEMBER KOPPELL: Well, I don't

         13  frankly know how you can say that, because you don't

         14  know what alternatives there would be.

         15                 I mean, if the alternatives were half

         16  as much. I mean, you'd have to explore it in terms

         17  of the cost you've expended and the cost you'd

         18  anticipate. But you can't say today, not having

         19  looked at it, that there's no possible alternative

         20  technology that would make you do something

         21  differently.

         22                 It could be better technology. It

         23  could even be more expensive, but better.

         24                 So, I think that that answer displays

         25  a lack of, I don't know what it is, flexibility
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          2  that's disturbing to me.

          3                 You always should be looking at doing

          4  things better and cheaper, until you don't have the

          5  alternative.

          6                 I mean, I can't think just now, but

          7  there are plenty of projects to get finished and

          8  then are obsolete the day that they're finished and

          9  have to be replaced. Certainly that's true in terms

         10  of equipment.

         11                 I'm sure a lot of companies have

         12  spent a lot of money on computers two years ago

         13  thinking they had the best thing they could, and

         14  they've thrown those into the garbage now, or traded

         15  them in.

         16                 So, on something that costs over a

         17  billion dollars, it would be prudent I think to look

         18  at, constantly be looking at alternatives. That

         19  doesn't mean accepting them, it means looking at

         20  them.

         21                 COMMISSIONER LLOYD: Well, I think the

         22  thing that we can't change is we can't go back in

         23  time and redesign, and substituting with different

         24  technology would certainly take us time, and we feel

         25  that the most pressing -- I think we do not feel
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          2  there is a technology out there that is so much

          3  better potentially that it would justify losing the

          4  time of getting the filtration on line.

          5                 COUNCIL MEMBER KOPPELL: Let me just

          6  say that two statements that you have said disturb

          7  me.

          8                 You say --

          9                 CHAIRPERSON GENNARO: Is this on the

         10  same topic, Oliver?

         11                 COUNCIL MEMBER KOPPELL: Yes.

         12                 CHAIRPERSON GENNARO: Okay. We'll make

         13  this the last --

         14                 COUNCIL MEMBER KOPPELL: It's on her

         15  statement.

         16                 The statement is that you'll increase

         17  the dependability of the system in times of drought,

         18  as well as to supplement the Cat-Del system. This is

         19  just a filtration plant. It's going to have nothing

         20  to do with additional supply; isn't that correct?

         21                 ASSISTANT COMMISSIONER SINGLETON: No,

         22  what it does is it makes water available when it

         23  wasn't available prior to the new treatment

         24  technologies being put in place.

         25                 Croton has historically had problems
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          2  in the summertime where the amount that the City

          3  could use for its supply had to be reduced, with the

          4  filtration plant in place, it's more dependable, you

          5  know that you could use 290 million gallons when you

          6  need it, and as a result, that reduces your reliance

          7  on the other portions of the system.

          8                 COUNCIL MEMBER KOPPELL: I have no

          9  recognition of that. I'd like you to give me

         10  documentation of where the -- when we had the last

         11  drought, we used the Croton supply. So, I think what

         12  you just said, I'd like to see documentation of what

         13  you just said, that there was a limitation on

         14  supply, based on water quality. It's the first time

         15  I've ever heard that. But I'd like to see

         16  documentation of that. I don't believe it's

         17  accurate, but maybe it is. I'd like to see

         18  documentation.

         19                 Just as a last aside, I believe

         20  Hillview is in Yonkers, not the Bronx. But perhaps

         21  I'm wrong about that. You said Hillview in the Bronx

         22  in your statement.

         23                 ASSISTANT COMMISSIONER SINGLETON:

         24  You're correct.

         25                 COUNCIL MEMBER KOPPELL: I hope you're
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          2  not wrong about other things as you are about that.

          3                 CHAIRPERSON GENNARO: Thank you,

          4  Council Member Koppell.

          5                 Before I proceed, the section in your

          6  statement, Commissioner, that talks about the three

          7  percent -- we're joined by Council Member Bill

          8  DeBlasio, a member of the Committee on Environmental

          9  Protection, and a member of the Committee on

         10  Finance.

         11                 With regard to the three percent

         12  rate, first of all, I want to thank the Chairman of

         13  the Water Board Jim Tripp, and Bill Custerbeck

         14  (phonetic) for their great cooperation with the

         15  Council, in the discussions that led up to the three

         16  percent rate, so I thank you for that. But we all

         17  know the three percent rate is premised on some

         18  strategies for collecting water bills that are not

         19  being employed now, and what do you anticipate will

         20  be the collection strategies that would be employed

         21  that are different than what are going on now.

         22                 COMMISSIONER LLOYD: The collections

         23  have been going extremely well. And I think one very

         24  significant part of that has been the Department's

         25  increasing ability to be accurate in its billing and
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          2  for people to have confidence that the bill is

          3  correct, and that they've had an opportunity to

          4  address leaks and other problems.

          5                 But we are thinking about how to

          6  improve, because as you know very well, we continue

          7  to have some real problems in terms of the level of

          8  collections, so I'm going to ask Deputy Commissioner

          9  Denise Richards to talk about it.

         10                 DEPUTY COMMISSIONER RICHARDS: Hi.

         11  Thank you.

         12                 What we've started to do over the

         13  last several months, which has proven to be quite

         14  successful, which we have not had the ability to do

         15  previously, was to send out regular payment reminder

         16  notices to customers, and that has proven to be

         17  quite successful.

         18                 If a customer does not pay their bill

         19  on the due date, the computer system has been

         20  modified to send out a payment reminder notice.

         21                 We had actually several thousand

         22  customers respond to that when we did it as a pilot,

         23  and now that has become a regular monthly collection

         24  effort, and actually, that initiative alone brought

         25  in $18 million, that previously we can't say we
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          2  would have collected were it not for that.

          3                 We've also become much more

          4  assertive, on starting a formal collection action

          5  with a customer that then ignores the payment

          6  reminder notice. That has also been successful. And

          7  we have reached out to our customers on an

          8  affirmative basis, to encourage them to get into

          9  payment plans, which in the past we have been very

         10  passive on that, and now we have started to contact

         11  customers to send them a letter, include a payment

         12  agreement, outline what the payment plan is, and

         13  that has also shown results that exceeded our

         14  expectation. So, I'm confident that we will be able

         15  to meet the goal of collecting the additional $50

         16  million that support the three percent rate increase

         17  through those efforts.

         18                 Also, we're becoming much, much more

         19  aggressive on our delinquent commercial customers,

         20  which has been a considerable concern for us, and we

         21  have now identified them in the database, we're

         22  working with all of our commercial customers to help

         23  them not only to save water, but to pay their bills

         24  on time, and that has also resulted in a significant

         25  decrease in the delinquency for our commercial
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          2  customers as well.

          3                 CHAIRPERSON GENNARO: Thank you. Thank

          4  you. Just as a follow-up on that. Although DEP has

          5  the ability to do water shutoffs for residential

          6  customers, we have not gone down that road, although

          7  the authority is there to do that, but with respect

          8  to commercial customers, are they threatened with

          9  water shutoffs if they don't pay their bill? How

         10  does that work?

         11                 DEPUTY COMMISSIONER RICHARDS: Yes,

         12  they regularly are. And what people don't notice

         13  about that is that when we send out a commercial

         14  shut-off notice, invariably the customer does come

         15  forward and pay.

         16                 Although actually this week I guess

         17  the timing is fortuitous, we did shut off a

         18  commercial property in Brooklyn for non-payment and

         19  the customer had defaulted on the payment agreement

         20  and now the customer needs to pay the bill in full

         21  before we will turn the water back on, because he

         22  had signed a monthly installment plan and then chose

         23  to default on that. So, we've become much more

         24  assertive in that area, as well.

         25                 CHAIRPERSON GENNARO: Okay. I was
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          2  wondering about the commercial shutoff, whether that

          3  was a practice that was employed.

          4                 Hydroelectric facilities. Let's get

          5  creative here. Thank you. Thank you, Commissioner.

          6                 Due to the expiration of a 30-year

          7  agreement between DEP and the Central Hudson to

          8  operate two hydro facilities, the budget contains

          9  325,000 in Fiscal '06 for costs associated with

         10  transferring the operation of these facilities over

         11  to DEP; are these facilities, are they owned by DEP,

         12  the hydro facilities?

         13                 ASSISTANT COMMISSIONER SINGLETON: No,

         14  they're actually -- when the reservoirs were built

         15  they were as part of an agreement since certain

         16  streams were impounded that generated hydroelectric

         17  power, the utilities at the time worked out

         18  agreements with the City to establish hydroelectric

         19  facilities at the ends of certain tunnels where we

         20  divert water through. So, the utility actually owns

         21  the plant and the land that it's on.

         22                 CHAIRPERSON GENNARO: So, why would we

         23  run the plants?

         24                 ASSISTANT COMMISSIONER SINGLETON:

         25  Well, no. They're actually being run by the
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          2  utilities. What's happening now is these agreements

          3  are expiring and as part of these agreements, the

          4  plant actually turns over to the City, so they will

          5  become City property and will be owned by the City,

          6  and then the City will have to operate them and

          7  decide to do what they choose to.

          8                 CHAIRPERSON GENNARO: Okay, what are

          9  the Department's long-term goals for these

         10  facilities? And do we sell the power? Or how is that

         11  --

         12                 ASSISTANT COMMISSIONER SINGLETON:

         13  Well, right now power is sold by the utility, it

         14  goes out into the grid. We attained some of the

         15  power for our use for free as part of the agreement.

         16  The revenue that's generated is about a million, 1.1

         17  million per year goes into the general fund.

         18                 Our long-term plans are to take over

         19  the plants and have them operated. We're working

         20  right now with the New York Power Authority to be

         21  the operator and we'll have to negotiate the terms

         22  at that point.

         23                 CHAIRPERSON GENNARO: I see.

         24                 When the budget people mentioned

         25  this, I was really intrigued by us being in the
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          2  hydro business.

          3                 ASSISTANT COMMISSIONER SINGLETON:

          4  Right.

          5                 CHAIRPERSON GENNARO: There you go.

          6                 I'd like to recognize Council Member

          7  Bill DeBlasio for a question and then I'll come

          8  back.

          9                 Council Member DeBlasio.

         10                 COUNCIL MEMBER DeBLASIO: Thank you

         11  very much, Mr. Chairman. I appreciate it.

         12                 I want to note that I have the honor

         13  of representing Commissioner Lloyd and her district

         14  where she lives.

         15                 COMMISSIONER LLOYD: Very ably.

         16                 COUNCIL MEMBER DeBLASIO: Thank you,

         17  Ma'am. As are you.

         18                 But I am concerned. I see in the

         19  Council's summary for the agency that money that had

         20  been committed for the Flushing tunnel, for the

         21  reactivation of the Flushing tunnel for the Gowanus

         22  Canal has been apparently pushed back in your

         23  capital plan.

         24                 And I'm concerned not just for the

         25  narrow reason that this is something that matters to
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          2  people who currently live and work around the

          3  Gowanus Canal, but for the reason also that there's

          4  no question now, and you can ask City Planning to

          5  confirm this fact. There is about to be a

          6  significant new development in that area, the how

          7  and the when and the what are up for question, but a

          8  process of consultation with the community has begun

          9  with City Planning. But it's obvious that a lot of

         10  changes are about to occur, which could mean

         11  significant new population, and certainly the value

         12  of the property and the types of development will be

         13  to some large extent determined by the nature of

         14  what's going on with the Gowanus Canal and its

         15  water.

         16                 So, I'm confused why in the middle of

         17  all of that money for the Canal will be pushed back,

         18  as opposed to move forward.

         19                 Can you help me understand?

         20                 COMMISSIONER LLOYD: Well, I think

         21  that the reason has been that there was an initial

         22  improvement done which did have a positive effect on

         23  the water quality there.

         24                 There is an additional improvement

         25  that's planned. Because of the press of other
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          2  projects for which we were under court order, I

          3  think that that did get delayed slightly. I think

          4  the design has continued, and I'm now at the end of

          5  my specific information.  I'm going to ask Assistant

          6  Commissioner Singleton to be more specific.

          7                 ASSISTANT COMMISSIONER SINGLETON:

          8  Thank you, Commissioner.

          9                 The design, as the Commissioner

         10  mentioned, the critical path of the design is the

         11  same.

         12                 So, when that design is completed,

         13  sometime in 2008, this issue can be revisited. But

         14  the Commissioner is absolutely right, about 67

         15  percent of authorization between now and 2009 is

         16  consent mandated.

         17                 There are competing pressures.

         18  Obviously we understand your concerns here,

         19  significant investments have been made in that

         20  tunnel, and that's an issue prior to the completion

         21  of design we can visit as the exact schedule,

         22  whether it be 2010, 2009 or 2008.

         23                 COUNCIL MEMBER DeBLASIO: Just very

         24  quickly, I don't want to belabor the point.

         25                 Again, I'm know trying to get
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          2  different parts of the City to coordinate is always

          3  a challenge. I mean that sincerely. I understand how

          4  many different priorities are kicking around, and

          5  certainly a court order is a court order.

          6                 I think by the time you're talking

          7  about 2008, 2009, 2010, again a lot of development

          8  will be moving forward aggressively.

          9                 So, I just want to caution that when

         10  you have a neighborhood that's different than the

         11  one you have today, I think it actually should lead

         12  to a reconsideration of priorities, because you

         13  could be talking about, in very short order,

         14  thousands more people living in close priority, and

         15  in close proximity to the canal.

         16                 Today, and for the next few years

         17  what is your plan to keep that water as clean as it

         18  can be? That's what I'm trying to understand also.

         19                 MR. LOPEZ: Al Lopez, and I'm in

         20  Bureau of Wastewater Treatment.

         21                 Right now the current plans are to

         22  continue the maintenance of the facility, and we've

         23  got a standing contract or a requirement contract,

         24  which essentially provides mechanics that come in on

         25  a programmatic basis and takes the whole facility
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          2  down, and we do a complete overhaul of the

          3  mechanical equipment and the clean-out of the

          4  screens and the reconstruction of the screens that

          5  are attached to it.

          6                 Essentially what we're doing is we're

          7  taking   a maintenance approach, recognizing that

          8  the capital improvement would take a little longer

          9  to implement, and so we've made a commitment to

         10  continue doing the maintenance, and so far we've

         11  been successful.

         12                 We're not finding major disruptions,

         13  major pieces of equipment that have failed when we

         14  do these inspections.

         15                 So, you think that between now, and

         16  to be conservative, 2010, you could continue that

         17  plan appropriately?

         18                 In other words, you could continue to

         19  maintain and not have to reinvest?

         20                 MR. LOPEZ: Essentially we think we

         21  can take a maintenance strategy, continue operating

         22  a facility, and looking at what needs to be replaced

         23  in terms of parts of the systems that have

         24  experienced wear-n-tear and keep the facility

         25  running until the capital program is ready.
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          2                 COUNCIL MEMBER DeBLASIO: All right,

          3  we'll follow up, but thank you very much.

          4                 Thank you, Mr. Chair, and Mr. Chair.

          5                 CHAIRPERSON GENNARO: Thank you,

          6  Council member DeBlasio.

          7                 Air and noise. I just want to get my

          8  friend Bob Avaltroni in the seat there. Easy ones.

          9  Easy ones.

         10                 According to the FY '06 Executive

         11  Budget, the Department needs 250,000 in FY '06, only

         12  for overtime costs related to responding to 311

         13  noise complaints. And how many full-time inspectors

         14  are currently employed by DEP that enforce air and

         15  noise code regulations? How many are part time? And

         16  is there a need for additional personnel to speak to

         17  these complaints?

         18                 MR. AVALTRONI: Hi. I'm Bob Avaltroni,

         19  Mr. Chairman, members of the Committee.

         20                 The answer to your question, Mr.

         21  Chairman, is that we have 41 full-time employees and

         22  we have no part-time employees.

         23                 We've been creative, obviously, in

         24  dealing with the success of 311, which allows the

         25  public to have access to us and we respond, as the
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          2  Commissioner alluded to in her testimony, in a

          3  prompt fashion, and we will continue to do so.

          4                 CHAIRPERSON GENNARO: Thank you. Thank

          5  you. Bob, just allow me to thank you and your team.

          6  Whenever I reach out to you and to Gerry Kelpin, all

          7  the good folk that you've had, you've been, you

          8  know, most responsive, and I do appreciate it very

          9  much. And all the folks in DEP have been so helpful

         10  to me. I have special relationships with a lot of

         11  them, you know, and that works both for me and my

         12  community.

         13                 Thank you. With regard to lead, the

         14  Department needs 302,000 in FY '06 and 405,000 in FY

         15  '07, only for eight positions to inspect City-owned

         16  lead service lines. How many service lines need to

         17  be inspected? How many lines will be inspected on a

         18  yearly basis?

         19                 Oh, this is only funding for '06 and

         20  '07, and then I guess it cuts off, so we're a

         21  little curious about that, too.

         22                 MR. LOPEZ: Well, we estimate at this

         23  point about 17,300 service lines are out there,

         24  10,000 of these are City-owned and about 7,100 are

         25  day care centers, and 200 are the service lines that
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          2  we actually use in our sampling program, you know,

          3  as the Sentinel Group.

          4                 CHAIRPERSON GENNARO: Right.

          5                 MR. LOPEZ: So, all of those would

          6  need to be inspected and verified, and we figure

          7  we'll do, split that in half, you know, 8,650 in the

          8  coming year, and in the next year the next 8,650.

          9                 CHAIRPERSON GENNARO: So, these folks

         10  that would do the inspections; is this eight more?

         11  Are you using other staff to do it as well, these

         12  eight or --

         13                 MR. LOPEZ: These are actually new

         14  needs.  Based on, you know, the task at hand, we

         15  need six engineers, technician types to actually do

         16  the inspections and manage the contracts for the

         17  replacements --

         18                 CHAIRPERSON GENNARO: Right.

         19                 MR. LOPEZ: And then we have another

         20  two scientists involved to actually do data

         21  analysis, and what have you, related to the program.

         22                 CHAIRPERSON GENNARO: So, this is the

         23  whole team?

         24                 MR. LOPEZ: Yes.

         25                 But we do already have some staff on
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          2  hand that deal with this program now, obviously.

          3                 CHAIRPERSON GENNARO: Sure. I was just

          4  curious about that, as well.

          5                 You know, the next is on the FAD, so

          6  you might as well stay I guess.

          7                 MR. LOPEZ: Okay, yes.

          8                 CHAIRPERSON GENNARO: The FY '06

          9  budget contains 963,000 FY '06 and the outyears for

         10  additional water treatment that is required under

         11  the FAD. Please explain how the Department will use

         12  these funds.

         13                 MR. LOPEZ: Joe, do you want to --

         14                 CHAIRPERSON GENNARO: Additional water

         15  treatment.

         16                 MR. LOPEZ: 9,63 --

         17                 CHAIRPERSON GENNARO: 963,000.

         18                 MR. LOPEZ: 963,000, that's correct.

         19                 I believe -- maybe Joe wants to take

         20  it.

         21                 ASSISTANT COMMISSIONER SINGLETON:

         22  It's primarily to cover --

         23                 CHAIRPERSON GENNARO: Can you speak

         24  into the mic? Sorry.

         25                 ASSISTANT COMMISSIONER SINGLETON:

                                                            51

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2  It's primarily for O&M increases to the plants that

          3  we agreed to fund in the original FAD from the cost

          4  between our -- it's an incremental cost for O&M for

          5  the plants up to our regs, and some of those plants

          6  are beginning to come on line and they obviously

          7  come on sequentially. That's an adjustment of that

          8  O&M number.

          9                 CHAIRPERSON GENNARO: Okay.

         10                 I have some questions on biosolids,

         11  and I won't go into the entire, sort of scope of

         12  questioning here, it's sort of like a submodule of

         13  questions just on biosolids, but it's been awhile

         14  since I kind of visited this issue. I remember once

         15  upon a time when I was an analyst -- thank you,

         16  Mike, when I was an analyst, you know, for the

         17  Committee when we started with the biosolids program

         18  and then we had to do the beneficial reuse and the

         19  beneficial reuse was costing, you know, much more

         20  money than if we had just prepared the biosolids and

         21  landfilled them. And, so, I guess my overall

         22  question is, how is the biosolids program going, and

         23  are we exclusively using beneficial reuse for the

         24  biosolids? This is costing us a lot more money than

         25  if we were just to landfill the biosolids and are we
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          2  mandated to do beneficial reuse by the feds or

          3  somebody?

          4                 MR. AVALTRONI: Okay, we still do have

          5  a program that is predominantly beneficially used

          6  and it's 99 percent or along that line. A very small

          7  amount goes non-beneficial use essentially when we

          8  have low-quality sludge.

          9                 For all intents and purposes, 100

         10  percent of our sludge is beneficially used, as we

         11  see publicly.

         12                 That is the policy that we've gone

         13  forward with, and we've kept to that. It does result

         14  in a higher cost then going straight landfill.

         15                 CHAIRPERSON GENNARO: How much? Can

         16  you give us like a differential -- it costs us X to

         17  pay people to take it essentially, to beneficially

         18  use it, which I imagine is the arrangement now that

         19  we have, and that costs X, versus if we just put it,

         20  if it was just landfilled, it would cost us some

         21  amount less. Can you give a handle on that?

         22                 MR. AVALTRONI: It might be about 20

         23  percent, 15 to 20 percent less if we were to go to

         24  landfill. If we were to take the total amount of

         25  biosolids generated and put it out as a waste
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          2  product, the savings might be as much as 20 percent.

          3                 CHAIRPERSON GENNARO: What does it

          4  amount to in dollars?

          5                 MR. AVALTRONI: The total program is

          6  just under $60 million a year.

          7                 CHAIRPERSON GENNARO: That's a couple

          8  of bucks.

          9                 MR. AVALTRONI: It's a couple of

         10  bucks. Twenty percent of that would be a savings,

         11  but you have to realize, though, is we would be

         12  vulnerable in that case to changing regulations. By

         13  dealing with the waste product instead of dealing

         14  with a recycled product, the changing regulations,

         15  the landfill regulations around the country would

         16  then sort of put us at their mercy.

         17                 And one of the things we've gone to

         18  certainly in the last ten years is recognizing that

         19  we want to be able to recycle material that would

         20  have acceptability not only in the New York area but

         21  around the country, that way we have a market on a

         22  long-term basis.

         23                 If we were to change our program,

         24  yes, we would have a savings on a short term, but on

         25  a long term we know that we would be at the mercy of
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          2  landfills and the tipping costs and on the long-term

          3  it would not be a savings, we would have trouble

          4  getting rid of our material.

          5                 CHAIRPERSON GENNARO: And when we say

          6  market, do people -- they don't pay us for it,

          7  right? How does that work? We have to pay them to --

          8                 MR. AVALTRONI: People in effect do

          9  pay for the nutrient value of the biosolids, the net

         10  is a cost to the City and that's because of the

         11  transportation.

         12                 In effect, what we are producing is a

         13  product that has nutrient value, it is used as a

         14  fertilizer down in Florida, it's used as a

         15  fertilizer in Pennsylvania.

         16                 CHAIRPERSON GENNARO: Who transports

         17  it? Do we transport it? Do they transport it?

         18                 MR. AVALTRONI: No, we have

         19  contractors that transport it.

         20                 CHAIRPERSON GENNARO: Who pays for the

         21  transport?

         22                 MR. AVALTRONI: We pay for the

         23  transportation under a contract.

         24                 And, so, there is a value to the

         25  farmers, there is a value to the land application,
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          2  and it does have, you know, a positive effect, if

          3  you will, by reclaiming properties that were desert

          4  and are now farmable. So, that's the plus side. The

          5  down side is that there is no such deserts and no

          6  such dry lands in the New York area, so we need to

          7  pay for the transportation to find someone who does

          8  need the material.

          9                 CHAIRPERSON GENNARO: So, by and large

         10  it's used to, not for just regular agricultural

         11  purposes, but for a specific niche so-to-speak?

         12                 MR. AVALTRONI: It's used for a

         13  combination. We have regular agricultural niches. We

         14  produce a fertilizer pellet, which is predominantly

         15  used in the citrus groves of Florida. The pellets

         16  are the major fertilizer down in Florida for our

         17  Florida area.

         18                 One can even say that you're not

         19  getting any oranges or any citrus fruits in New York

         20  or anywhere in the country that come from Florida

         21  that haven't been fertilized by New York City

         22  pellets. So there is a pure fertilizer value.

         23                 There is also a land reclamation

         24  value, where we're taking lands that are not

         25  farmable and we're bringing them back to farmable
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          2  conditions, and they are then providing feed for

          3  cattle.

          4                 So, it's a combination of programs.

          5                 CHAIRPERSON GENNARO: I see.

          6                 MR. AVALTRONI: Our program, as it has

          7  been from the beginning, is having one which has

          8  different outlets, those are the pure fertilizers,

          9  those that are reclamation are included in that.

         10                 CHAIRPERSON GENNARO: Thank you.

         11                 Thank you, Al. I appreciate that. And

         12  I may be done, or very close.

         13                 With that said, I mean in case I did

         14  forget to answer, ask a question, you know, we know

         15  where you live, so we can always reach out to you,

         16  and just want to thank you, Commissioner, once

         17  again, for bringing your excellent team down to meet

         18  with us to go over some budget items, and we

         19  appreciate the great relationship that the Council

         20  has with your agency, and that we know will

         21  continue.

         22                 So, thank you. Thank you all very

         23  much.

         24                 Mr. Chairman, I'm good.

         25                 CHAIRPERSON WEPRIN: Okay, the Finance
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          2  Committee will now adjourn until Monday morning at

          3  9:00 a.m.

          4                 COMMISSIONER LLOYD: Thank you, Mr.

          5  Chairman.

          6                 (Hearing concluded at 3:15 p.m.)
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