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          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2                 CHAIRPERSON WEPRIN: Good afternoon,

          3  and welcome to the joint Finance Committee now with

          4  Housing and Buildings, chaired by my distinguished

          5  colleague, Erik Martin Dilan, and soon to be

          6  co-chaired by Council Member Jim Oddo, who is head

          7  of a Task Force on Operations and Improvements of

          8  the Buildings Department. And we also have the Chair

          9  of the Subcommittee on Public Housing, Rosie Mendez,

         10  who will join us when the Housing Authority appears

         11  before this Committee.

         12                 I'm now going to turn it over to

         13  Chair Dilan for a statement.

         14                 When Chair Dilan will make his

         15  statement as the Commissioner comes in. If someone

         16  could notify the Commissioner we're starting. I know

         17  he was here at 12:00, so I apologize for starting

         18  late.

         19                 CHAIRPERSON DILAN: Thank you, Chair

         20  Weprin. And I apologize to the Committee and the

         21  Administration for my tardiness in traffic. And I'd

         22  also like to welcome the Committee for this Fiscal

         23  2007 Expense and Capital Budget hearing for the

         24  Department of Housing Preservation and Development,

         25  the Department of Buildings and the New York City
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          2  Housing Authority.

          3                 Council Member Weprin so eloquently

          4  mentioned the members -- sorry, the chairs of the

          5  Subcommittees, Jimmy Oddo and Rosie Mendez, who will

          6  be co-chairing the Buildings and the NYCHA portion

          7  of this hearing, and a vital function of this

          8  hearing is to understand how each agency has met its

          9  program mandates and spent its funding in Fiscal

         10  '06, and what each agency needs to successfully

         11  carry out its responsibilities in Fiscal 2007.

         12                 The first agency to testify will be

         13  the Department of Housing Preservation and

         14  Development, and the Committee looks forward to a

         15  mutual and beneficial discussion on the issues of

         16  importance to our City's Housing, including efforts

         17  to expand affordable housing within the Mayor's new

         18  marketplace initiative.

         19                 Following HPD will be the Department

         20  of Buildings, which will update the Committee on its

         21  operations relating to inspections and Code

         22  Enforcement. The Committee is also interested to

         23  hear the Department's stepped up efforts to decrease

         24  false certifications.

         25                 Lastly, we will hear testimony from
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          2  the New York City Housing Authority, and this

          3  Committee's focus will be on NYCHA's plans to raise

          4  rents on nearly 50,000 tenants, and the Committee is

          5  also eager to hear NYCHA's progress toward closing

          6  this budget deficit.

          7                 So, without further ado, I see the

          8  Commissioner is with us. We will hear from the

          9  Department of Housing Preservation and Development.

         10                 Gentlemen, you guys know the routine,

         11  if you could just introduce yourselves before you

         12  begin your testimony, and then you can begin.

         13                 COMMISSIONER DONOVAN: Good afternoon,

         14  Chairman Dilan, Chairman Weprin and members of the

         15  Housing And Buildings and Finance Committees. I'm

         16  Sean Donovan, Commissioner of Housing Preservation

         17  and Development. And next to me are John Warren,

         18  First Deputy Commissioner, and Diane Lipset, Deputy

         19  Commissioner of Budget, Fiscal and Engineering

         20  Audit.

         21                 In addition to discussing our budget,

         22  I would like to take the opportunity to discuss the

         23  Mayor's expanded Ten Year New Housing Marketplace

         24  Plan and a range of new housing initiatives we have

         25  begun.
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          2                 To date, HPD and HDC have started

          3  37,715 units of housing under the Ten Year New

          4  Housing Marketplace Plan, which means we are on

          5  target to reach our goal of creating 165,000 units

          6  of housing by 2013.

          7                 Thus far, during the Bloomberg

          8  Administration in total, we have started

          9  approximately 56,000 units of housing.

         10                 Today I would like to discuss

         11  highlights from each of the four key strategies in

         12  accomplishing the goals of the ten-year plan.

         13                 First, finding new land for

         14  affordable housing; second, creating incentives to

         15  develop housing for new populations; third,

         16  harnessing the private market to create affordable

         17  housing; and fourth, preserving government-assisted

         18  affordable housing.

         19                 Let me say a few words about each of

         20  these strategies.

         21                 The first addresses the decline of

         22  HPD's traditional source of land for affordable

         23  housing, the in rem stock, by finding new land for

         24  affordable housing development and making the best

         25  use of the last remaining parcels of in rem
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          2  property.

          3                 As you know, this strategy includes

          4  developing partnerships with other City and State

          5  agencies to create affordable housing on their

          6  excess land.

          7                 One example of such a partnership is

          8  HPD's relationship with the New York City Department

          9  of Transportation. As part of this collaboration,

         10  HPD will issue an RFP later this year for the

         11  development of several DOT municipal parking lots

         12  located in Queens, Brooklyn and the Bronx. We expect

         13  to create approximately 600 units of housing on

         14  these lots and replace all of the existing parking

         15  spaces.

         16                 HPD is also forging new relationships

         17  with other agencies like DOT that are not typically

         18  associated with housing development, in addition to

         19  more traditional partners, like the New York City

         20  Housing Authority.

         21                 All together we estimate that these

         22  partnerships on publicly-owned land will create

         23  20,000 new units of housing by 2013.

         24                 The second strategy of the Ten Year

         25  New Housing Marketplace Plan I'd like to discuss is
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          2  creating incentives to develop housing for new

          3  populations. Like many cities across the country,

          4  New York City struggles to provide housing for the

          5  full spectrum of New Yorkers in need of housing. HPD

          6  programs have traditionally targeted populations

          7  earning between 20, and 40,000 dollars per year, or

          8  30 to 60 percent of median, area median income,

          9  largely because of the resources available for the

         10  creation of housing for these groups.

         11                 Now we need to better serve the

         12  hard-to-reach income groups both above and below

         13  this range. HPD has collaborated with the New York

         14  City Council to assist developers in creating

         15  affordable units for hard-to-reach low-income

         16  families.

         17                 Recently the Council gave their

         18  approval to allow us to use $5.9 million of Reso A

         19  capital money for Palmer's Dock, a 113-unit rental

         20  development in Williamsburg, Brooklyn.

         21                 All of the units in this building

         22  will be for families earning at or below 80 percent

         23  of area median income, 56,700 a year, but they will

         24  reach a broad range of families within this income

         25  group.
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          2                 Eleven units will be targeted to

          3  families at or below 30 percent of area median

          4  income, 18 units for families at or below 40 percent

          5  of area median income, 25 percent of units for

          6  families at or below 50 percent of median, and 41

          7  units for families at or below 60 percent of area

          8  median, with the rest, 18 units, going to families

          9  earning less than 80 percent of area median.

         10                 The shortage of affordable housing

         11  does not just affect low-income people. New York

         12  City needs to keep its middle class to allow our

         13  economy to continue to grow. Recognizing this, Mayor

         14  Bloomberg pledged to create a new middle class

         15  housing initiative to create 22,000 new units of

         16  housing by 2013. As a first step, HPD and NYCHA plan

         17  to release three RFPs to develop 435 units of

         18  housing for working families in West Chelsea and

         19  Hudson Yards in the fall of 2006.

         20                 The third strategy in the Ten Year

         21  New Housing Marketplace Plan I'd like to discuss is

         22  harnessing the power of our strong real estate

         23  market to create affordable housing.

         24                 HPD has historically used tools to

         25  encourage affordable housing development in the
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          2  private sector, including tax incentives and below

          3  market rate prices on City-owned land.

          4                 With the expansion of the New Housing

          5  Market Plan, HPD is establishing an even wider array

          6  of innovative tools.

          7                 As you know, HPD and the Department

          8  of City Planning worked in partnership with the City

          9  Council on a number of rezonings in neighborhoods

         10  from Park Slope to East Harlem to the west side of

         11  Manhattan, which is Hudson Yards and West Chelsea,

         12  and created new sites for affordable housing.

         13                 I would like to take this opportunity

         14  to thank Chairman Dilan and the Speaker for moving

         15  our 421-A West Chelsea geographic expansion area

         16  bill, geographic exclusion area bill, so early in

         17  the session, and to the Mayor for signing it earlier

         18  this month.

         19                 This bill requires developers who

         20  want 421-A benefits in the West Chelsea rezoning

         21  area, to build developments where 20 percent of the

         22  units are affordable or to purchase negotiable

         23  certificates.

         24                 This law was an important component

         25  of the rezoning of the West Chelsea area that allows
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          2  us to harness the strong market to ensure the

          3  development of affordable housing.

          4                 Because of this previous

          5  collaborative work, we have started to look at 421-A

          6  in a broader context, and as many of you know, the

          7  Mayor recently created a 421-A task force.

          8                 The 421-A partial tax exemption

          9  program was created in 1971, amid a time of

         10  declining property values to stimulate development

         11  in areas in need of investment.

         12                 It has helped to fuel the

         13  construction of our 110,000 apartments in New York

         14  City. In an effort to bring the 321-A program into

         15  alignment with the significant changes that have

         16  occurred in New York's Real Estate market, and to

         17  maximize the creation of affordable housing, leaders

         18  from the real estate development community,

         19  non-profit sector, financial institution, and the

         20  administration who comprise the task force, will

         21  consider changes to the 321-A Program.

         22                 The City Council Speaker is

         23  represented by Nadine Felton, the Assistant Director

         24  of the City Council Finance Division, and the task

         25  force has begun to meet and will make a set of
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          2  recommendations this fall.

          3                 Let me now move on to discuss an

          4  equally important part of the new housing

          5  marketplace plan, the preservation of

          6  government-assisted affordable housing.

          7                 One of our most important tools is

          8  the passage of State legislation to preserve

          9  affordable units.

         10                 This legislative session, HPD

         11  resubmitted our Mitchell-Lama Buy-out Bill to the

         12  State Legislature. This bill contains an incentive

         13  for owners to remain in the program by allowing them

         14  to earn dividends in excess of six percent in

         15  equity, and subjecting the units to annual rent

         16  guideline board increases.

         17                 Even more significantly, the bill

         18  will require Mitchell-Lama units that would

         19  otherwise be subject to market rents to be rent

         20  regulated upon buy-out.

         21                 This bill passed the Assembly

         22  February 15th and is in the Senate Housing

         23  Committee.

         24                 A second bill in Albany prohibits

         25  rent increases due to unique and peculiar
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          2  circumstances in dissolved Mitchell-Lama Housing

          3  Companies that are subject to rent stabilization

          4  laws.

          5                 This will guarantee continued

          6  affordability for tenants residing in these

          7  buildings. These bills have been referred to the

          8  Housing Committees in each house.

          9                 At the local level we have sponsored

         10  introductions to 203 and 204 which are two bills

         11  that expand the City's ability to provide incentives

         12  to encourage Mitchell-Lama developments to remain as

         13  a source of affordable housing.

         14                 Prior to introduction here at the

         15  Council, both of these bills require passage in the

         16  State Legislature and were signed by Governor Pataki

         17  last July.

         18                 Intro. 203 would allow Mitchell-Lama

         19  developments to receive a grant, loan or subsidy

         20  from a federal, state or local entity to be eligible

         21  for J 51 tax benefits, as long as the development

         22  remains in the program and maintains affordability

         23  for an additional 15 years.

         24                 Intro. 204 would allow a

         25  Mitchell-Lama unit with an assessed value over
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          2  $40,000 per unit to use the J 51 program for the

          3  first time when rehabilitating their properties.

          4                 It eliminates the $40,000 assessed

          5  valuation cap which was first established in 1987

          6  and was to prevent luxury condominiums from using

          7  this tax incentive program.

          8                 Due to the rise in assessed property

          9  values in recent years, we find ourselves in a

         10  situation where over 6,900 Mitchell-Lama units are

         11  assessed at over $40,000 per unit, and are therefore

         12  ineligible for J-51 benefits. This bill also

         13  requires that Mitchell-Lama developments that opt to

         14  use this provision remain in the program for an

         15  additional 15 years.

         16                 In addition to developing affordable

         17  housing and preserving it, much of HPD's resources

         18  are focused on our enforcement responsibilities.

         19                 I would like to tell you specifically

         20  about the changes in our enforcement programs,

         21  including the impact of Local Law 1 on our

         22  operations.

         23                 Let me again mention that the

         24  evidence to date on Local Law 1 does not indicate a

         25  significant drop in lead poisoning as a result of
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          2  its implementation, beyond the steady decline that

          3  has occurred in recent years.

          4                 By 2004, there were 3,193 new cases

          5  of lead poisoned children, down from a high of

          6  19,232 in 1995.

          7                 HPD spent $60 million in FY 2005 to

          8  implement this law. We have found that one

          9  consequence of a law is that private owners are

         10  certifying fewer corrected violations. As a result,

         11  the City has had to step in and make repairs.

         12                 Between 2003, before Local Law 1 went

         13  into effect, and 2005, the spending on contracted

         14  emergency repairs related to lead increased just

         15  over 2.8 times or 180 percent between 2003 and 2005.

         16                 The City Council is a key partner for

         17  all of HPD strategies.

         18                 One example is our anti-predatory

         19  lending initiative called PACE, or Preserve Assets

         20  and Community Equity.

         21                 Last fall we launched PACE in three

         22  neighborhoods, Southeast Queens, Bedford Stuyvesant

         23  and Bushwick, in which high levels of predatory

         24  lending occur.

         25                 The PACE program offers outreach,
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          2  education, financial assistance and legal strategies

          3  to current home owners and new home buyers who are

          4  typically targeted by predatory lenders.

          5                 This program was partially funded by

          6  the Council in Fiscal Year 2005 for $300,000 and has

          7  been refunded by the Council for FY 2006 and 2007 to

          8  continue the work already underway.

          9                 Now I'd like to provide you with an

         10  overview of our expense budget for Fiscal Year 2007.

         11                 The agency's Executive Budget for

         12  Fiscal Year 2006 is 580 million. We project that our

         13  Fiscal Year 2007 budget will be 564 million once we

         14  include the federal funding that will be added after

         15  adoption.

         16                 Therefore, the Fiscal Year 2007

         17  budget will be about 16 million below our current

         18  plan. Although almost 4 million of new funding has

         19  been added to our budget to support our management

         20  of the expanded housing plan, this increase has been

         21  offset by other factors that results in an overall

         22  decrease in our budget next fiscal year.

         23                 The major factors accounting for this

         24  decrease include over 3 million in projected reduced

         25  spending related to workload adjustments in our
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          2  emergency family shelters, as a result in the

          3  decline in the number of homeless families using

          4  them.

          5                 The other major factors include

          6  almost 5 million of one-time funding allocated in

          7  Fiscal Year 2006 to address emergency conditions,

          8  one-time grant authority of about 6.5 million, other

          9  workload adjustments of about 500,000, and 5 million

         10  for a number of City Council initiatives which are

         11  not recurring in our Fiscal Year 2007 budget.

         12                 In the Fiscal Year 2007 budget, our

         13  full-time headcount was 2,810.

         14                 HPD's four-year capital plan for the

         15  period covering Fiscal Years 2007 to 2010 is now set

         16  at 1.861 billion.

         17                 The funds provided in our capital

         18  budget will be used in support of new preservation

         19  and production goals included in our expanded

         20  housing plan that were discussed in my testimony in

         21  March.

         22                 HPD's capital budget for Fiscal Year

         23  2007 is 458 million. Of this amount, 316 million are

         24  City funds, 142 million are non-City funds.

         25                 The breakdown of our 2007 capital
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          2  budget is as follows.

          3                 Forty-three percent of our 458

          4  million or 201 million will be used to subsidize the

          5  construction of new affordable housing for low and

          6  moderate income families, including 60 million for

          7  the supportive housing program that creates housing

          8  for formerly homeless and special needs populations.

          9                 The remaining 6 million is for other

         10  housing-related uses.

         11                 The remaining 57 percent of our $458

         12  million budget or 257 million will be spent to

         13  preserve the City's housing stock. 103 million has

         14  been allocated to rehabilitate and preserve our in

         15  rem housing stock, and return it to responsible

         16  private ownership. And 148 million has been allotted

         17  to provide assistance to private owners through

         18  low-cost loans to upgrade systems and to help

         19  preserve properties at risk of abandonment.

         20                 There is also an additional 57

         21  million of funding in our budget that has been

         22  provided by elected officials for selected projects.

         23  Representatives from my staff have been meeting with

         24  Council staff, community leaders and housing

         25  advocates to discuss the most effective way to
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          2  target these funds towards meeting our goals under

          3  the new housing marketplace plan.

          4                 In closing, I would like to thank you

          5  for the opportunity to discuss our programs and our

          6  budget today, and to remind everyone that my

          7  intergovernmental staff and I are always available

          8  during the year to meet with you and to update you

          9  and your staffs on any new or ongoing program that

         10  we oversee.

         11                 I'll be happy to take your questions.

         12                 CHAIRPERSON WEPRIN: Thank you,

         13  Commissioner. We've been joined by a number of

         14  colleagues since we started this portion of the

         15  hearing. In the front we have Council Member Lew

         16  Fidler from Brooklyn, Council Member Tony Avella

         17  from Queens, Council Member Leroy Comrie from

         18  Queens, Council Member Helen Sears from Queens,

         19  Council Member Gale Brewer from Manhattan, Council

         20  Member Miguel Martinez from Manhattan, Council

         21  Member and Chair of the Public Housing Subcommittee,

         22  Rosie Mendez from Manhattan, Council Member Melissa

         23  Mark Viverito, from the Bronx and Manhattan, Council

         24  Member Thomas White is here from Queens, Council

         25  Member Diana Reyna from Brooklyn and Queens, Council
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          2  Member and Chair of our new Buildings Department,

          3  Operations and Improvement to Buildings Department

          4  Task Force, Jim Oddo, and Council Member Mike

          5  McMahon from Staten Island. And as I previously said

          6  before, I'm David Weprin, Chair of the Finance

          7  Committee, and this portion is being co-chaired by

          8  Erik Martin Dilan, Chairman of the Housing and

          9  Buildings Committee.

         10                 I'm just going to ask one brief

         11  question regarding something you testified to, and

         12  then I'm going to turn it over to Chair Dilan.

         13                 You referred that in the '07 budget,

         14  approximately $5 million in City Council programs, I

         15  think my numbers have 4.85, were -- I think you

         16  referred to them as one-time items, not I guess

         17  baselined or put in. And I think those programs, as

         18  I have them, are Legal Services 2.5 million, Unity

         19  Consultants 1 million, Neighborhood Preservation

         20  Consultants 770,000, Citywide Task Force and Housing

         21  Court 350,000, and the landlord training contract of

         22  200,000.

         23                 My understanding is, you know, since

         24  we do have a surplus this year and the feedback the

         25  Council has gotten from these programs are that they
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          2  are worthwhile programs and we expect to continue

          3  them at least at the funding level we had last year

          4  enhanced; is that something that your agency is

          5  prepared to work with us should we find the money

          6  again, and could you give us a kind of a feedback on

          7  some of these programs?

          8                 COMMISSIONER DONOVAN: Sure, I'd be

          9  happy to.

         10                 First of all, we do think there is a

         11  great deal of value in these programs. Just to give

         12  you an example, neighborhood preservation

         13  consultants is funded next year in our budget at 2.3

         14  million. It's a program that you last year added

         15  about $770,000 to. So that's an example of where we

         16  have worked collaboratively on it. Legal Services,

         17  some of these other areas, obviously have a

         18  tremendous amount of funding for housing litigation

         19  and other types of legal services. For example,

         20  through the recent Greenpoint Williamsburg rezoning

         21  is an area where we're also allocating funding next

         22  year.

         23                 So, we certainly think that there's a

         24  great deal of value in these programs. We look

         25  forward to working with you on implementing it again
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          2  next year.

          3                 CHAIRPERSON WEPRIN: Okay, that's good

          4  to know. And, again, obviously in the future, and

          5  it's not just directed at you, it's directed at OMB,

          6  the Administration, the Mayor, is that if there are

          7  programs that the Council seems to put in each and

          8  every year, and some of these programs may not have

          9  the same track record as some other programs, but

         10  certainly if there's a program that is an ongoing

         11  situation and has been funded each and every year,

         12  we'd like to see us get to the point of having these

         13  programs baselined, rather than have to go through

         14  this annual dance, or as Council Member Fidler

         15  refers to it, as song and dance. I leave out the

         16  song part. But we refer to the annual budget dance

         17  where we have to go through this gamingship of we

         18  constantly restore the money in June and then it

         19  disappears again by the following January.

         20                 It obviously makes it hard for the

         21  providers and your agency and all the employees

         22  involved to carry on regular programs.

         23                 So, we hope to, and I'm not going to

         24  ask for a response because this is my second week of

         25  budget hearings and I've gone through this with
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          2  every agency head, so I'm not going to ask you to

          3  speak on behalf of the Administration on the budget

          4  dance, but I just hope that we work towards

          5  certainly in the cases of programs that we agree are

          6  worthwhile programs and have been funded for the

          7  last couple years that we work towards having those

          8  programs baselined in future budgets. No response

          9  necessary.

         10                 I'm going to turn it over to Co-chair

         11  Dilan.

         12                 CHAIRPERSON DILAN: Okay, thank you,

         13  Chair Weprin.

         14                 I guess before I begin my line of

         15  questioning, I just want to make a brief statement

         16  that there's nearly 5 million in Council initiatives

         17  that haven't been included in the Administration's

         18  budget that I definitely support, the community

         19  consultants, Housing Court information services,

         20  anti-eviction and SRO legal services, the landlord

         21  training program and the neighborhood preservation

         22  consultants. I just want to go on the record as

         23  supportive of all those initiatives, and I will work

         24  to make sure those initiatives are included during

         25  budget adoption.
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          2                 I wanted to talk very briefly on

          3  something you mentioned in your testimony,

          4  Commissioner, about the Greenpoint Williamsburg

          5  Tenant Fund.

          6                 You said that this program came about

          7  as a result of the rezoning last year, and

          8  specifically has HPD taken any preemptive measures

          9  to preserve tenants rights? Is there a cap on the

         10  amount of money a tenant may draw from the fund, and

         11  does an affected tenant have the right to choose his

         12  or her attorney? And if no, where the attorney is

         13  hired or used?

         14                 COMMISSIONER DONOVAN: I will be happy

         15  to talk to you a little bit about that.

         16                 As part of the overall agreement

         17  around the rezoning at Greenpoint, Williamsburg, the

         18  City agreed to fund the $2 million Greenpoint

         19  Williamsburg Tenant Legal fund from the sale of air

         20  rights from a City-owned parcel at 65 to 75

         21  commercial street in Greenpoint. And the issue on

         22  that, and we started to hear from the local

         23  community concerns about the timing of that sale. We

         24  had been expecting that to happen in Fiscal Year '08

         25  and obviously there was concern that as development
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          2  begins to move forward in Greenpoint, Williamsburg,

          3  that we move as quickly as possible to establish the

          4  legal funds to prevent any displacement.

          5                 So, what we have done is to find a

          6  way working with OMB to sort of prefund that $2

          7  million in our budget next year -- actually spread

          8  over three years. So, the funding would start coming

          9  in next year in FY '07 and be available over three

         10  years.

         11                 And we expect based on that to issue

         12  a NOFA this summer. And the way that the fund will

         13  work is we will take applications from local groups

         14  that will provide the anti-eviction services and

         15  that is how the funding will work. It is not a

         16  direct funding to individual tenants from HPD but

         17  rather we will issue a NOFA that we will expect to

         18  hopefully award by the end of the year so that it

         19  could get up and running by the end of the year, and

         20  those groups that are awarded through the NOFA, the

         21  funding, will be able to work with local residents

         22  on the legal issues.

         23                 CHAIRPERSON DILAN: So essentially

         24  neighborhood non-profit groups?

         25                 COMMISSIONER DONOVAN: Exactly.
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          2                 It's a successful model that we think

          3  makes sense to use here.

          4                 CHAIRPERSON DILAN: That leads into my

          5  next question about the air rights. I guess from my

          6  records it shows that HPD will receive 3 million and

          7  maybe 2 million initially and a million going

          8  forward, and correct me if that's wrong.

          9                 But once these funds are reimbursed,

         10  these funds will then be reimbursed after the air

         11  rights are sold to your agency?

         12                 COMMISSIONER DONOVAN: That's correct.

         13                 CHAIRPERSON DILAN: Is that correct?

         14                 COMMISSIONER DONOVAN: Yes.

         15                 CHAIRPERSON DILAN: And then I guess

         16  could you maybe just explain this project in a

         17  little more detail, this Williamsburg Edge Project

         18  which is new in the Exec that wasn't in the

         19  Preliminary, and why HPD must put up the $3 million

         20  in advance?

         21                 COMMISSIONER DONOVAN: Similar to what

         22  I just explained about the Tenant Legal Fund, the

         23  remaining funding from the sale of the air rights --

         24  was it 8 million? In total 12 million, 10 million of

         25  that, 2 million was for the legal fund, 10 million
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          2  was provided as support for construction of the

          3  public space along the waterfront, but we used it to

          4  create a bigger incentive to do affordable housing,

          5  because if developers take any of that $10 million

          6  to support the public space along the waterfront,

          7  they must also build the affordable housing under

          8  the inclusionary program.

          9                 So, it was both an assistance to make

         10  sure the public space got built as quickly as

         11  possible, but also that we maximize affordable

         12  housing.

         13                 Again, the concern was that it

         14  wouldn't be available until the air rights were

         15  actually sold. And, so, what we had done is to work

         16  out a way to prefund $3 million for Williamsburg

         17  Edge in next year's budget for HPD as the building

         18  gets constructed and then to be reimbursed later

         19  once the air rights are actually sold.

         20                 So, it's a similar kind of prefunding

         21  mechanism that we worked out with OMB.

         22                 CHAIRPERSON DILAN: Okay, and then I

         23  want to shift the focus to 421-A in a second, but I

         24  have one more question about just general zoning.

         25                 You've spoken a lot about the need to
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          2  develop housing through new methods like the

          3  rezoning and using of former brownfields, how many

          4  buildings or units do you still have that are

          5  City-owned, and what is their status and are they

          6  programmed?

          7                 COMMISSIONER DONOVAN: As of today we

          8  have just over 2,000 units remaining in the in rem

          9  stock, considering that we started at over 100,000

         10  at its height, a dramatic reduction. Given the

         11  closings that we're projecting next month, June,

         12  before the end of our fiscal year, we expect to end

         13  the fiscal year with roughly 1,700 units of in rem

         14  remaining in our central management, and that we

         15  would expect to transfer those properties over the

         16  next two fiscal years, in '07 and '08, to complete

         17  the renovation of the in rem stock.

         18                 CHAIRPERSON DILAN: Okay. I have two

         19  questions on 421-A, and one other short question,

         20  and then I'll turn it over to Council Member

         21  McMahon, who is next in line for questioning.

         22                 On the 421-A task force, are you

         23  prepared to give us any updates on the activities

         24  since the preliminary budget hearing on the new

         25  421-A task force?
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          2                 COMMISSIONER DONOVAN: We have been

          3  continuing to meet with the 421-A task force. We

          4  have established two working groups. One that is

          5  focused on the partial tax exemption program. That's

          6  the as of right exemption that's currently available

          7  as of right outside of the exclusion areas in

          8  Manhattan and the one that was established on the

          9  Brooklyn waterfront as part of the Greenpoint

         10  Williamsburg rezoning.

         11                 The second group is focusing on the

         12  certificate program, reforming the negotiable

         13  certificate program, and those working groups have

         14  met a couple of times. In fact, this afternoon we're

         15  having an additional meeting of the partial tax

         16  exemption working group and we were on track to have

         17  a set of recommendations roughly in September, so

         18  that is the direction that we're headed.

         19                 And as I've said before, what we're

         20  really focused on is a combination of looking at the

         21  geography where 421-A benefits are available as of

         22  right, and how we use the exclusion zone related to

         23  that, as we did in the rezonings, and looking at the

         24  benefit periods that are available in other areas.

         25                 And ultimately with the goal that
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          2  we're maximizing the incentive to create affordable

          3  housing.

          4                 CHAIRPERSON DILAN: The reform of the

          5  certificate programs sounds like a potentially

          6  promising thing, but I'll reserve comment until a

          7  later date until more information could be provided.

          8                 But you have -- well, I guess your

          9  agency, specifically with 421-A potentially

         10  sunsetting next year, and a lot of people working on

         11  modifications of 421-A tax incentive program, I

         12  understand that you're also reevaluating the

         13  effectiveness of 421-A as well; can you describe

         14  what you're thinking and the basis for doing so?

         15                 COMMISSIONER DONOVAN: Just to be

         16  clear, 421-A is the program that applies to

         17  buildings of three or more units. 421-A is a partial

         18  tax exemption that applies to one and two-unit

         19  buildings, so primarily focused on home ownership,

         20  and it also sunsets.

         21                 We at this point have looked closely

         22  at the program, and we believe that it is an

         23  incentive that is no longer necessary to encourage

         24  the development of one- and two-family properties.

         25  We've looked carefully at the location of the units.
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          2  There have been, over the life of the program, about

          3  2,000 units a year on average, but that's actually

          4  jumped up substantially in the last three years.

          5  It's been anywhere between about 2,600 and 3,300

          6  units a year, and it's been heavily used in high,

          7  relatively high-cost markets in the City, and we

          8  feel, particularly given the concerns that we've

          9  heard from many of the Council members, and others

         10  about overdevelopment, that providing tax incentives

         11  from the City to encourage what are effectively

         12  higher cost houses being built in areas that are

         13  already threatened by over-development, that it made

         14  sense, given the market that we're in today, to not

         15  seek extension of the program.

         16                 So, that is, again, with input from

         17  City Council members and others, is a decision that

         18  we've recently come to within the Administration.

         19                 CHAIRPERSON DILAN: Okay. I see the

         20  Staten Island guys clapping, but I'm not quite sure

         21  how I feel on that, when, yet, I'll reserve

         22  judgment.

         23                 My last question before I turn it

         24  over to Council Member McMahon, I see what's new in

         25  our package from the Preliminary is I believe one of
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          2  your divisions, I believe it may be the Housing

          3  Maintenance Division is looking to hire a new Deputy

          4  Chief of Staff at the cost of $85,000, but I guess

          5  the description that we were given is pretty vague

          6  and I was wondering whether you can elaborate on

          7  what the duties of this person would be before we

          8  would be inclined to support the funding there? I

          9  know it's very minute but I'd still like to get a

         10  sense as to what the duties of this individual would

         11  be.

         12                 COMMISSIONER DONOVAN: I believe the

         13  position you're talking about is a Deputy Chief of

         14  Staff for the whole agency.

         15                 CHAIRPERSON DILAN: Okay. So, it would

         16  be for the entire agency and not just one of the

         17  provisions?

         18                 COMMISSIONER DONOVAN: That's correct.

         19  And just to put that in context, we have recently

         20  been working very extensively on a number of

         21  functions that are within the Chief of Staff office.

         22  We've consolidated a number of our communications

         23  functions from across the agency within the Chief of

         24  Staff office, we've brought a number of our research

         25  functions together there, as well as growing our
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          2  strategic planning efforts, particularly around

          3  implementation of the new plan, and also expanding

          4  our proactive enforcement efforts. And so that

          5  strategic planning group will be an increasingly

          6  important part of our efforts to plan for the

          7  future, to hold ourselves accountable through

          8  increased use of metric and other tools, and that

          9  Deputy Chief of Staff position is a recognition of

         10  the growing importance of many of those functions

         11  within the agency.

         12                 CHAIRPERSON DILAN: Okay, I do have a

         13  few more questions, but I will hold them off til the

         14  end.

         15                 Like I said, at this time we'll turn

         16  it over to Mike McMahon.

         17                 COMMISSIONER DONOVAN: I would just,

         18  you mentioned something in terms of the 421-B, I

         19  would just like to reemphasize that clearly creating

         20  home ownership for low and moderate income people in

         21  the City continues to be at a very important focus

         22  for us, and I just want to reassure you, Mr.

         23  Chairman, that in your district and others, we will

         24  continue to focus through expanded use of down

         25  payment assistance and other tools on maximizing the
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          2  number of home owners that we can create among low

          3  and moderate income people. We just don't think that

          4  at this point 421-B is effectively targeted for that

          5  use. So, we think there are other better ways to

          6  achieve those same goals.

          7                 CHAIRPERSON DILAN: So it will be

          8  Council Member McMahon followed by Council Member

          9  Comrie.

         10                 COUNCIL MEMBER McMAHON: Thank you,

         11  Mr. Chairman. And it's exactly on that point that I

         12  would like to jump into, Commissioner.

         13                 I know I've got a couple of things to

         14  ask you so I'm going to move quickly. But before I

         15  do, I just want to commend you for the continued

         16  work that your agency does, especially your

         17  intergovernmental people, and Commissioner

         18  Rosenberg, are really some of the best communicators

         19  in City government. We don't always agree with what

         20  we're hearing, but we're very well communicated

         21  with, and that's a tribute to you and those who work

         22  for you and we appreciate that.

         23                 COMMISSIONER DONOVAN: I want to focus

         24  on what you were just talking about in your last

         25  answer to the question to the Chairman, which is
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          2  what works to promote affordable housing, and what

          3  doesn't work to promote affordable housing? And

          4  let's focus on the second category.

          5                 The 421-B program, and Council Member

          6  Oddo and I both applauded your announcement, is

          7  clearly something that has not been working.

          8                 Begun in the 1970s I believe to

          9  generate economic activity when we needed it, it has

         10  certainly become in the outer boroughs, one of the

         11  most bizarre laws that seems to exist because people

         12  are building, and I'm not going to use this term,

         13  I'm going to refer to it, mcmansions, which I really

         14  don't like that term, which everyone knows they are

         15  now called Tony Avellasions, large mansions, two,

         16  three million dollars and they're getting ten-year

         17  tax abatements. And that's something that we see

         18  throughout our borough, and I've spoken to our

         19  colleagues in the other boroughs, and that's what's

         20  going on.

         21                 And at the same time there is no

         22  evidence, and I represent the North Shore of Staten

         23  Island, which is economically much more

         24  disadvantaged than the other parts of Staten Island,

         25  there is no evidence that those abatements are being

                                                            38

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  used in any way to promote affordable housing, and

          3  that's what I see with my own eyes and ears.

          4                 Is that your conclusion as well?

          5  Because what will happen is Jim and I will go back

          6  to Staten Island for sure, and I guess my colleagues

          7  in the other boroughs, but certainly in Staten

          8  Island where there is a large building industry of

          9  one- and two-family homes and they'll say, oh, there

         10  go McMahon and Oddo again killing the affordable

         11  housing market; is it your opinion that in essence

         12  this program really does nothing to promote

         13  affordable housing? And that there are, and I'm

         14  going to go into it with you a little bit, other

         15  things that can do that much better?

         16                 COMMISSIONER DONOVAN: We would very

         17  much agree with that statement, that there are

         18  better ways to target our efforts on creating home

         19  ownership.

         20                 In a situation where a rental

         21  building is receiving a tax abatement or exemption,

         22  it's fairly clear that that decreased operating cost

         23  can be passed along and we can in fact, and we do,

         24  as in 421-A or other programs, impose requirements

         25  for affordability along with that.
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          2                 On the other hand, in a situation

          3  where you have a developer in a home ownership

          4  building a building and selling it to the ultimate

          5  home owner, it's much less clear that the benefit

          6  that you're providing can be effectively passed on

          7  to the consumer, because the buyer may not even know

          8  about the tax abatement. It's often these programs

          9  because they phase out over a length of time, they

         10  may look at their initial payments and say, well, I

         11  can afford this but then every year as it starts to

         12  phase out, their taxes will increase, and that we've

         13  seen examples where home owners get in trouble

         14  through those increases.

         15                 So, the use of these programs for

         16  home owners is a trickier proposition than it is

         17  for, that we use for rental buildings.

         18                 So, not just is it the change in the

         19  market, but it's also sort of some of the

         20  inefficiencies around the targeting that I've

         21  mentioned that concern us. And we do believe, as

         22  you've said, that there are more effective ways to

         23  create affordable home ownership.

         24                 COUNCIL MEMBER McMAHON: And

         25  especially because in the other abatement programs
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          2  there is certainly, when you talk about market rate,

          3  there are some controls on what things can be rented

          4  for or sold for, but with the 421-B things are sold

          5  for market rate, so they're sold for whatever. And

          6  it is correct, right? That someone can build, can

          7  buy a new $3 million mansion and have a tax

          8  abatement, whereby someone can go into an older

          9  neighborhood, take over an older home, repair it,

         10  actually maybe even have a rental and not get any

         11  abatement at all, it's just an irony or a paradox

         12  that we for years have railed against, and I'm just

         13  very glad that you finally heard it, and it's an

         14  issue we raised with Speaker Quinn in the Caucus and

         15  I know it was brought up and we appreciate that very

         16  much, and we think it makes a lot of sense.

         17                 Now, so that program wasn't working,

         18  and I'm glad you're not moving forward with it, and

         19  if, in fact, the market ever declines, you could

         20  certainly go back to Albany and seek an extension;

         21  isn't that correct?

         22                 COMMISSIONER DONOVAN: That's correct.

         23                 COUNCIL MEMBER McMAHON: So at this

         24  time it just doesn't make sense and that's good.

         25                 COMMISSIONER DONOVAN: Yes. And to
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          2  make it clear, this is legislation that would need

          3  to be passed in Albany. So, what I've discussed

          4  today is that the Administration will not be

          5  proposing an extender in Albany. It doesn't mean it

          6  couldn't be taken up by legislators themselves, but

          7  certainly from the City's perspective, we think the

          8  right policy is to not, not to have the extensions.

          9                 COUNCIL MEMBER McMAHON: And given

         10  what you've said, and I know that sort of a per

         11  capital, large proportion of the abatement itself

         12  has gone to the outer Borough of Staten Island and

         13  to Queens, and when we go home and people say, well,

         14  you've cost Staten Islanders money, if you will, but

         15  not money that was being spent or abated, taxes were

         16  being abated to promote affordable housing, because

         17  as you say, there are better ways to do that. In

         18  essence, this has really been a windfall for people

         19  who are buying market rate houses, quite often these

         20  mansion houses, and they're getting a windfall that

         21  just doesn't make sense.

         22                 COMMISSIONER DONOVAN: Well, given

         23  that particularly in the first few years, if the

         24  taxes are being lowered, what you can see is the

         25  price of the house will actually go up because you
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          2  can charge more given whatever payment --

          3                 COUNCIL MEMBER McMAHON: So,

          4  ultimately we're actually putting a windfall in the

          5  developer, the builder's pocket, because he can sell

          6  the property for more because the people's payments

          7  are less, so we're ending this subsidy to the

          8  building industry in this market; is that correct?

          9                 COMMISSIONER DONOVAN: Again, it's not

         10  perfectly, you can't see exactly how it impacts.

         11  It's hard to tease that out. But we believe there is

         12  at least some transfer to the sales price.

         13                 COUNCIL MEMBER McMAHON: Good.

         14                 So, when my oratory and my rhetoric

         15  goes in that direction, I'm pretty valid. It's

         16  pretty valid.

         17                 COMMISSIONER DONOVAN: We'll have our

         18  statisticians work something out.

         19                 COUNCIL MEMBER McMAHON: Okay. Thank

         20  you.

         21                 The other thing I just want to say,

         22  and normally, and when we hear testimony from the

         23  Commissioners and they don't mention Staten Island

         24  in their testimony, I usually get pretty upset. But

         25  I'm not going to do it today because I know that
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          2  there are a lot of projects that you are working on,

          3  Marcum Gardens (phonetic), I know there's going to

          4  be something we're working on resolving that issue,

          5  and the other projects that we've spoken about, but

          6  what I'd like to ask you is, since 421-B was not

          7  doing what it was supposed to do in Staten Island,

          8  can you explain how 421-A and other programs can

          9  work in Staten Island, because we do have a great

         10  problem with affordable housing. A lot of the

         11  projects you mention focus on other areas of the

         12  City, what are we doing on Staten Island and how

         13  does 421-A as it exists now or as it will be revised

         14  in the future; how will that help us as well?

         15                 COMMISSIONER DONOVAN: Well, I think

         16  clearly when you talk about Staten Island, when we

         17  have a number of projects, you mentioned Marcum

         18  Gardens, we have other types of properties that

         19  we're working on that are focused on rental --

         20  Councilman Oddo, who I think just stepped out, we

         21  have a significant project we're working on at

         22  Seaview to create low and moderate income assisted

         23  living for seniors, so there's a range of things

         24  that we can do on the rental side. But ultimately,

         25  clearly Staten Island has the highest rate of home
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          2  ownership of any borough in the City, and we clearly

          3  want to also focus on how we can create more home

          4  owners. And one of the key things that we've done,

          5  the Mayor created the City's first ever Downpayment

          6  Assistance Program. We can provide, the average

          7  grant is about $20,000 per family that goes through

          8  the program. That $20,000 is used to provide all or

          9  most of a downpayment for the purchase of the first

         10  home for a family. And that's just one example of

         11  the kinds of things that we can do that will help in

         12  a much more targeted way than 421-B, help those

         13  families buy their first home, without sort of

         14  leading to inflation in prices or over-development.

         15  And that's a program that we've worked hard to

         16  expand. You know, the start-up year was 2004, we did

         17  nine downpayment assistants. We expect at the end of

         18  this year, at the end of June, to be in the range of

         19  about 130, and we're hoping that with a lot of the

         20  efforts that we've made partnering with DC 37 and

         21  other groups to use this program more effectively

         22  and more widely, that we continue to increase the

         23  number of families that are served by that

         24  downpayment assistance program.

         25                 So, that's just one example of the
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          2  kinds of things that we can do to broaden our

          3  efforts, particularly in Staten Island.

          4                 COUNCIL MEMBER McMAHON: And those are

          5  in the positive programs you spoke about, but is

          6  there a component of 421-A and the abatements or the

          7  programs that are in there that can help the outer

          8  boroughs more than they are right now? Because

          9  421-A, it's ownership, right?

         10                 COMMISSIONER DONOVAN: 421-A is really

         11  a rental property, and that's why I didn't focus on

         12  it so much. But it will make some difference,

         13  depending on what the ultimate recommendations are

         14  for larger rental properties, but that, as you know,

         15  isn't the predominance of what we see developed in

         16  Staten Island.

         17                 COUNCIL MEMBER McMAHON: Right. So,

         18  there isn't, I think the motivation behind 421-A,

         19  which is to really address affordable housing in the

         20  rental market, it should also be looked at how to

         21  get affordable housing components in the home

         22  ownership market as well. So, the programs are good,

         23  421-B wasn't working, but if you can maybe include

         24  that in the task force work, that would be

         25  appreciated as well.
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          2                 Thank you.

          3                 Thank you very much. Thank you, Mr.

          4  Chair.

          5                 CHAIRPERSON DILAN: Thank you.

          6                 Council Member Comrie, followed by

          7  Council Member Oddo.

          8                 COUNCIL MEMBER COMRIE: Thank you, Mr.

          9  Chair. Good afternoon, Commissioner.

         10                 First I want to say that I also

         11  support the Council's restoration of the $5 million

         12  package to provide opportunities for people to come

         13  out of the stresses that they find themselves in, to

         14  providing legal services and community consultant

         15  contracts and the like.

         16                 I'm a little chagrinned that we do

         17  not have that baselined at this point in time. And I

         18  would hope that we can figure out how to have a

         19  further dialogue at some point on how to get

         20  programs that save the City money by reducing

         21  shelter cost by reducing appearances in Landlord and

         22  Housing Court, how we worked to get that baselined.

         23                 I think that when we had already

         24  acknowledged that the programs work, the fact that

         25  they have to be concerned about whether they still

                                                            47

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  exist from year-to-year, after they've been proven

          3  to work and have been proven to save money, I think

          4  it's something we need to really discuss, in a more

          5  extended detail. But unfortunately, we don't have

          6  that type of time today, but I think that, you know,

          7  clearly programs like LSNY and the community

          8  consultant contracts, which I've advocated for every

          9  year since I've been in the Council and actually

         10  before, to make sure that groups have an opportunity

         11  to local people, to not have to travel all around

         12  the City to get help, is a critical component, and I

         13  think one that needs to be cherished and maintained.

         14                 And in that regard, I wanted to talk

         15  to if you could detail a little bit more where we

         16  are with the PACE program. You know, I was at the

         17  kick-off with the Mayor in October, and, you know,

         18  you talked about my community, Southeast Queens, I

         19  wanted to hear some details on how we're doing with

         20  the PACE program.

         21                 COMMISSIONER DONOVAN: If you give me

         22  just a moment, I'll pull up some facts and figures

         23  on it.

         24                 COUNCIL MEMBER COMRIE: I appreciate

         25  that.
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          2                 COMMISSIONER DONOVAN: So, as I had

          3  mentioned in my testimony, the PACE program, or

          4  Preserve Assets and Community Equity, is targeted at

          5  providing education, counseling outreach and other

          6  range of services, both to protect existing home

          7  owners at risk of predatory lending, or suffering

          8  actually having gotten the predatory loan, but also

          9  potential new homeowners. We started in three

         10  communities working with local non-profit groups,

         11  Bridge Street Development Corporation in Bedford

         12  Stuyvesant, Ridgewood Bushwick Senior Citizens

         13  Council in Bushwick and Jamaica Housing Improvement

         14  in Southeastern Queens. Margert Community

         15  Corporation in the Rockaways (phonetic), and

         16  Neighborhood Housing Services of the North Bronx are

         17  two areas where we're looking to expand the program

         18  as well, and have begun working with them to do

         19  that.

         20                 And just to give you a couple

         21  examples of the things that we've started to do

         22  under the program, we do evening assistance sessions

         23  for individuals whose homes are slated for the

         24  upcoming tax lien sale. Often times victims of

         25  predatory loans can end up not being able to pay
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          2  their taxes because they're so burdened with the

          3  debt and so we found the tax lien sale can be a good

          4  tool for identifying those families and connecting

          5  them with the services they need.

          6                 We do counseling through all of these

          7  groups of potential new hires on how to avoid

          8  predatory loans, and we've begun to do some

          9  advertising and outreach around that. You may have

         10  noticed on bus shelters, for example, some of our

         11  ads that try and catch people's attention and say,

         12  you know, if a deal sounds too good to be true, it

         13  probably is. Pick up the phone and call 3-1-1, we

         14  can help connect you to services. And then we do

         15  referrals to some of the best legal and loan service

         16  counselors in the City. South Brooklyn Legal

         17  Services and others have been effective partners

         18  with us in doing that.

         19                 And, again, I would just emphasize,

         20  this program would not be possible without the

         21  support of $300,000 from the City Council, and we

         22  look forward to continuing to work with that

         23  partnership and expanding the program to other

         24  neighborhoods as well. We're looking in potential

         25  areas in Staten Island, as well as the Bronx to
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          2  expand the program.

          3                 COUNCIL MEMBER COMRIE: I want to

          4  thank you for the details. I did champion the

          5  funding of the Council in the last year's program

          6  and I hope that we can expand it from both sides,

          7  the Mayor's side and our side this year so that we

          8  can do more outreach and make sure -- you know, I

          9  want to congratulate you on the identification. The

         10  tax lien sale is something that I've been working

         11  with the Department of Finance to do better outreach

         12  to groups and that's a great way to ID families.

         13                 COMMISSIONER DONOVAN: We also, I

         14  would just note, we've seen a lot of interest in the

         15  foundation community around this. We've raised about

         16  900,000 towards a goal of about $1.3 million from

         17  Foundations and banks for this. So, we think it's

         18  been an effective, not just public partnership, but

         19  also public/private partnership.

         20                 COUNCIL MEMBER COMRIE: And as you

         21  know, I'm Chair of Consumer Affairs also, so I'd

         22  like to work with you maybe with the Consumer

         23  Affairs Committee, do an outreach like they do with

         24  the ETIC program where we could build it up to that

         25  level, because we just have so many people, as you
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          2  know, that are insulated and they're afraid to

          3  express their problems until they get to a tax lien

          4  difficulty. So, I hope that we can work to bring it

          5  to that level of awareness, and that level of

          6  promotion. And I think we can get there.

          7                 Just, again, I think to emphasize

          8  that we need to have local entities that people

          9  don't have to travel too far to or willing to go to

         10  homeowners to work with them. I think that could be

         11  very helpful.

         12                 Just on another question that's come

         13  to mind, Councilman McMahon talked about the 321-B

         14  -- I mean the 421-B, and I think I have, and I'm

         15  starting to hear this a little bit more, I'm curious

         16  to what you think can be a plan to ensure that we

         17  are able to maintain homeowners that are willing to

         18  stay in the City once they get an options package,

         19  as opposed to losing them to Westchester or New

         20  Jersey or other areas.

         21                 Has HPD started to think of other

         22  incentives to maintain average, above average income

         23  homeowners, if that's the population that's going to

         24  be lost by this?

         25                 COMMISSIONER DONOVAN: Certainly I
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          2  talked earlier in my testimony about the middle

          3  class housing initiative that we've begun working on

          4  and would expect to announce the first RFPs in the

          5  coming months.

          6                 While much of that will be focused on

          7  rental, clearly home ownership is another area. I

          8  mentioned the Downpayment Assistance Program

          9  earlier. A couple other examples I would just give

         10  you. First of all, our New Foundations Program,

         11  which is an area that I think we've had a lot of

         12  success with feedback from Council Members and

         13  others, we went out with an RFP last August, and

         14  with sites throughout at least three of the

         15  boroughs, and were able to do greater targeting to

         16  reach families between 80 percent and 130 percent of

         17  median income, and we're in the process of getting

         18  close to completing our review of those and would

         19  expect to be announcing shortly the creation of I

         20  think over 1,000 units of home ownership around the

         21  City through that program. And we're very pleased

         22  with the response we got on that, and it will

         23  definitely provide an opportunity for expanding home

         24  ownership.

         25                 We've also been working on figuring
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          2  out new ways to create multi-family home ownership.

          3  There are many neighborhoods around the City where

          4  we've been very successful, whether it's through

          5  partnership or other types of one and two-family

          6  homes where we now have the opportunity to do some

          7  denser home ownership development through co-ops

          8  particularly, and, so, we've been working with HDC

          9  to make some revisions to the co-op, their

         10  cooperative program as well, so we can get some new

         11  construction of multi-family homeownership in

         12  various neighborhoods in the City as well.

         13                 COUNCIL MEMBER COMRIE: Okay, thank

         14  you. Just my final question, because I read the

         15  article in the paper talking about they expect the

         16  City to be at least 1.2 million more people in the

         17  next 15 years. Have you started to factor that in in

         18  your Ten Year Housing Marketplace Plan? And is that

         19  part of the 165,000 unit goal? Or is that goal now

         20  going to have to be reassessed?

         21                 COMMISSIONER DONOVAN: Well, clearly

         22  we are very focused on that issue. Deputy Mayor

         23  Doctoroff has been leading a group looking broadly

         24  at the issues around the expected growth in our

         25  population.
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          2                 From our perspective, in addition to

          3  what we're doing in the new housing marketplace

          4  plan, I think the most important thing that we've

          5  been doing is working very closely, as you know,

          6  with City Planning and with the Council around a

          7  range of rezoning initiatives.

          8                 Clearly the goal here has to be to

          9  channel the growth to neighborhoods where it makes

         10  sense, and we have to target those areas, whether

         11  it's formal industrial areas on the waterfront,

         12  other areas that have the potential for residential

         13  growth, are served by transit, have the other

         14  infrastructure that's necessary, to use those

         15  opportunities to create more growth?

         16                 And as part of that, particularly

         17  through inclusionary zoning, make sure that when we

         18  do do that, we're harnessing the market in those

         19  places to be able to create not just more housing,

         20  also more affordable housing.

         21                 And, so that, more than anything, has

         22  been our real focus on the growth numbers that

         23  you've seen. And in fact, I think the evidence shows

         24  that that's working.

         25                 Last year we had the highest level of
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          2  housing permits in the City in more than 30 years.

          3  This year the first quarter of permits are up about

          4  25 percent over the first quarter last year. So

          5  we're continuing to see a healthy real estate market

          6  that's developing housing. We want to make sure we

          7  channel that growth into areas that make sense and

          8  that we maximize affordable housing as part of that

          9  growth.

         10                 COUNCIL MEMBER COMRIE: Okay, thank

         11  you.

         12                 I'm going to close. I wanted to ask

         13  you about Local Law 1, but I'll let somebody else

         14  ask that question. Thank you. I just wanted to

         15  actually, so you're part of that task force that

         16  Deputy Mayor Doctoroff is on obviously. And I know

         17  that you've been collaborating with City Planning on

         18  density and use of industrial sites. I just want to

         19  commend you on the StarWorks Program, and the other

         20  program that I can't remember the name of right now,

         21  the Home Ownership Program, that clearly has helped

         22  and benefitted a lot of communities, and I just want

         23  to also thank Commissioners Rosenberg and Carol

         24  Clark for their responsiveness and always being

         25  available to us and being great extensions of your
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          2  staff, of you as Commissioner, to make sure that the

          3  needs of the members are taken care of. Thank you.

          4                 COMMISSIONER DONOVAN: I appreciate

          5  the kind words. I couldn't agree more with how good

          6  they are.

          7                 COUNCIL MEMBER COMRIE: Thank you.

          8  Thank you, Mr. Chair.

          9                 CHAIRPERSON DILAN: Council Member

         10  Oddo, followed by Council Member Fidler.

         11                 COUNCIL MEMBER ODDO: Thank you, Mr.

         12  Chair.

         13                 Council Member Comrie tells me to

         14  jump and I say how hi. So, let's start with Local

         15  Law 1.

         16                 Commissioner, welcome.

         17                 Is it too early to say that Local Law

         18  1 was a big mistake, or do we still need more data?

         19                 I know it's loaded. That's why I

         20  asked it that way.

         21                 COMMISSIONER DONOVAN: It is certainly

         22  too early to reach any final conclusions about the

         23  data that are out there.

         24                 What we have seen, and one of the

         25  things I mentioned that I'm certainly happy to
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          2  elaborate on is, what we have seen is a substantial

          3  expansion in our costs, roughly $60 million the past

          4  year, for our work around lead paint, with at least

          5  from a preliminary look at the numbers, no

          6  measurable improvement in the decline in lead

          7  poisoning.

          8                 COUNCIL MEMBER ODDO: So, when do we

          9  admit, or when do we say as an administration, when

         10  do we make a policy statement that our goal was to

         11  drive down rates substantially more than they were

         12  coming down on their own, thanks to a lot of good

         13  efforts, and to really end lead poisoning in the

         14  lead belt? When do we acknowledge that that worthy

         15  goal was not reached, and this is really an

         16  unmitigated failure in reaching that goal, and when

         17  do we say, all right, the data is in, now it's time

         18  to take these precious resources, the 60 million,

         19  and hone it, talking about needing a program to be

         20  more narrowly tailored, this is it.

         21                 So, at what point do you as an

         22  administration say, you know what? I have enough

         23  data, we need to go in a different direction.

         24                 COMMISSIONER DONOVAN: Well, I don't

         25  think it's an either/or question, frankly,
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          2  Councilman.

          3                 We are already adjusting what we're

          4  doing, making changes based on what information we

          5  do have.

          6                 Let me just give you an example. The

          7  Board of Health just recently voted, as was allowed

          8  by the legislation, to lower the minimum age from

          9  under seven to under six, and we did a lot of work

         10  looking at the health impacts of that, what were the

         11  risks of children in that, you know, basically

         12  six-year-olds, and what the spending was that could

         13  be saved by doing that. And what we, in fact, did is

         14  worked closely with the Department of Health to

         15  target some of that savings to exactly the kind of

         16  proactive efforts that you're talking about.

         17                 We know where the lead belt is, we

         18  know where lead is, and instead of the sort of

         19  responsive system under Local Law 1, we feel that it

         20  makes more sense to go out and target the areas

         21  where we know the lead is and work proactively. So,

         22  we established an expanded system to do that in ones

         23  and twos.

         24                 COUNCIL MEMBER ODDO: Yes, but,

         25  Commissioner, you could have been doing that -- I

                                                            59

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  mean, you're not doing that as a result of Local Law

          3  1, you're almost doing that despite, or in spite of

          4  Local Law 1. I mean, it's more of a constraint than

          5  the tool to achieve that end.

          6                 COMMISSIONER DONOVAN: We certainly

          7  are spending resources today within that $60 million

          8  that we believe could be significantly better spent.

          9  In that sense it's an impediment to some of those

         10  other directions.

         11                 The other thing that I would say,

         12  too, is that one of the things that we're most

         13  concerned about is not the impact on us, but what

         14  we're seeing out in the private market. And we have

         15  seen a decline in the sort of moderate renovation of

         16  housing in various parts of the City, and one of the

         17  things that the number of units that we do through

         18  our mod rehab programs has declined since the

         19  beginning of Local Law 1 and we believe that is

         20  really connected to the increased cost and

         21  difficulties around the implementation.

         22                 So, what I will say is if the Council

         23  is interested in looking at this, we are happy to

         24  work with you to look at what we already know about

         25  the law, what issues we've encountered, whether
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          2  there are sort of adjustments that can be made that

          3  will on the one hand continue to protect children,

          4  continue to drive down the rate of lead poisoning in

          5  the City, at the same time better target our

          6  resources to the places we know the lead is and to

          7  more effectively use our resources, while also

          8  encouraging moderate rehabilitation.

          9                 COUNCIL MEMBER ODDO: You answered, or

         10  you came close to answering my next question, and

         11  that was, you know, there are various ways of

         12  determining the impact of this bill, both the

         13  positive and negative impacts, clearly the rate of

         14  children being poisoned is one, clearly amount --

         15  and that's the most important by far, and then way

         16  down the list after that is how much the City is

         17  paying, but the third and fourth areas that I'd like

         18  you to talk about is, we heard a lot of testimony

         19  during the passage of Local Law 1 from the

         20  not-for-profit community that came in and said they

         21  were fearful they weren't going to be able to get

         22  insurance, and this would have a chilling effect on

         23  their ability to construct the affordable housing

         24  that we all want and various other programs.

         25                 One, is there anyone in your agency
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          2  or the Administration studying the impact? And is

          3  there any data that show there is an impact on these

          4  not-for-profits?

          5                 And the second part of that is, you

          6  know, we heard testimony from small property owners

          7  who said they're not going to be able to make ends

          8  meet. They're going to get out of the business, if

          9  you will. Is there any measurable data, and is there

         10  anyone within your agency or the Administration

         11  looking at that as well?

         12                 COMMISSIONER DONOVAN: What we do have

         13  information on is our own moderate rehabilitation

         14  loan programs. And as I said earlier, there has been

         15  a decline. I would be happy to share -- I don't have

         16  that data with me today but we could certainly put

         17  that together.

         18                 I think the tough part about what

         19  you're asking, certainly there is anecdotal

         20  evidence, the hard thing is, how do you measure

         21  something that doesn't happen, as opposed to does

         22  happen. So, without doing, you know, literally going

         23  to every single owner and saying are there buildings

         24  you didn't rehabilitate, we've asked some of the

         25  owners to put together, that we know were larger
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          2  owners, specific data on their portfolios. We have

          3  talked to RSA and others about that information and

          4  many of the non-profit groups.

          5                 But we don't, I don't think there is

          6  a way to gather sort of comprehensive data on what's

          7  not happening in terms of mod rehab. The best

          8  approximation we have is what is exactly coming into

          9  our loan programs at HPD.

         10                 COUNCIL MEMBER ODDO: If I could just

         11  switch topics very quickly. I just want to thank

         12  you, Commissioner, and your agency and the

         13  Administration for coming out publicly and saying

         14  that creating affordable housing and fostering home

         15  ownership are worthy goals, but that 421-B was not

         16  achieving those worthy ends. And I think Council

         17  Member McMahon's experience as a trial lawyer was

         18  exhibited today in that I think he did a great job

         19  of rebutting already in a preemptive way the

         20  invariable mischaracterization by the industry that

         21  this is about affordable housing, and this would

         22  have a chilling effect on affordable housing. That's

         23  one of the great lies out there, because as you

         24  said, benefit never gets to the consumer.

         25                 And just for the record, and I think
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          2  it's important, and my number might be a little bit

          3  off, and I think these numbers were provided to me

          4  by your agency a year or so ago, just to tell you

          5  why, not to be parochial, why it's so important in

          6  Staten Island.

          7                 Roughly speaking, in 2000 there were

          8  1,450 applications, 1,100 of which on Staten Island.

          9                 2001, 2,100 applications Citywide, of

         10  which 1,600 on Staten Island.

         11                 2002, 1,800 Citywide, 1,280 on Staten

         12  Island.

         13                 In 2003, similarly, 1,800, 1,200 of

         14  which on Staten Island.

         15                 Now, this has had a really, a

         16  tangible impact on Staten Island, and as Council

         17  Member McMahon put accurately, it didn't make sense

         18  that the Mayor had a growth management task force

         19  and we were trying to check development, yet, with

         20  one hand we were handing out an abatement that,

         21  frankly, wasn't needed anymore.

         22                 So, it's difficult for us to convey

         23  to our constituents that this is legislation, it is

         24  an act of the State Legislature, without them

         25  thinking that we're passing the buck, but to be able
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          2  to go back now and say that we have a powerful ally

          3  in the Bloomberg Administration in the struggle is

          4  welcome news, and I thank you for that.

          5                 CHAIRPERSON DILAN: Council Member

          6  Fidler, followed by Martinez.

          7                 COUNCIL MEMBER FIDLER: Thank you, Mr.

          8  Chairman. And I also want to thank you,

          9  Commissioner. HPD has proven to be one of the more

         10  responsive agencies when my office has called as

         11  well.

         12                 I want to go back to a couple of

         13  areas that Council Member Comrie went at, and I've

         14  already been a bad boy once today, so I won't turn

         15  the song and dance into a rant and rave, but it

         16  would be nice if the Administration every now and

         17  then baselined an idea that came from the Council

         18  that they thought was a good idea, instead of, you

         19  know -- I won't ask you what OMB said when you told

         20  them that community consultants do a good job or

         21  anything like that. So, you know, I think both

         22  Chairman Weprin and Councilman Comrie hit that

         23  point.

         24                 But I'd like to go back to the PACE

         25  program, which apparently is one idea that at least
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          2  is listed as collaborative with the Council, that

          3  you have funded, and I've had some conversations

          4  with the Parodnick Foundation (phonetic), I believe

          5  they are in some ways the architect of the PACE

          6  Program, or involved in the PACE program.

          7                 I'm concerned a little bit about

          8  loans that don't fall into predatory, but

          9  nonetheless, put homeowners in imminent danger of

         10  foreclosure, such as five-year 100 percent loan to

         11  value, interest only with a balloon loan. Which, you

         12  know, it's a device that's used consistently

         13  throughout Brooklyn communities that I've seen, and

         14  I'm just kind of concerned that what's going to

         15  happen, forget about the real estate bubble

         16  bursting, but when it levels off, and that balloon

         17  comes due and that homeowner is no longer able to

         18  refinance because the market will not be giving 100

         19  percent loan to value loans, or interest only loans,

         20  or both, and they become in danger of imminent

         21  foreclosure.

         22                 So, my first question along those

         23  lines is, does HPD have a view as to whether or not

         24  real estate values in one- to three-family homes,

         25  co-ops and condos, are going to continue to rise at
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          2  the rate that they've been rising for the last five

          3  or ten years?

          4                 COMMISSIONER DONOVAN: If I could give

          5  you a good answer on that, I could be making a lot

          6  of good money somewhere else, other than at this

          7  job.

          8                 But the bottom line is that, first of

          9  all, OMB probably looks more closely at this than

         10  anybody within the City, and they are predicting

         11  that over the next few years a sort of slight

         12  decline in values.

         13                 But, again, being perfect on those

         14  predictions is very, very hard.

         15                 What I would say is that if you look

         16  at the longer run sort of fundamentals of the New

         17  York City market, and the growth that we're

         18  expecting et cetera, despite a rise in interest

         19  rates which can lead directly to a decrease in

         20  values, the longer term sort of view of the New York

         21  market is stronger than many places around the

         22  country. Most economists and others who look at the

         23  housing bubble phenomenon think of New York City as

         24  a place that is less at risk than markets such as

         25  California or Florida or some others that have seen
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          2  either larger run-ups without the sort of same

          3  strong fundamentals of growing population that we

          4  have here.

          5                 The other point I would make is that

          6  these so-called exotic loans that you mentioned, the

          7  good news there is that we actually have a lower

          8  usage of those type of loan products in New York

          9  City than many markets around the country. Again,

         10  California, Florida, and others where those type of

         11  loan products are more widely used.

         12                 Having said that, I do think it's

         13  absolutely right to focus on that, you know, not

         14  every loan that can put somebody in danger is a

         15  predatory loan, and that's why two things about the

         16  PACE program are particularly important. One is that

         17  the type of counseling that we are working to

         18  provide, and also, by the way, what we're looking to

         19  do in other kinds of situations as well, we had a

         20  partnership with DC 37 that we formed where we've

         21  now made with Neighborhood Housing Services on-site

         22  counseling at the DC 37 offices available for home

         23  ownership, that looks broadly at these issues of

         24  credit, what type of loan products are available,

         25  what your budget is that you can afford, those kind
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          2  of basics, dollars and cents of home ownership, are

          3  the kinds of things that counseling both through the

          4  PACE program and otherwise can help provide.

          5                 The other thing that's very important

          6  about the PACE program is, we brought all the banks

          7  together not just to provide funding for the

          8  program, but they're active partners in looking at

          9  where they are providing loans that don't make sense

         10  for these homeowners as well. We certainly wouldn't

         11  call the banks that we're partnering with predators,

         12  they're responsible banks. But where they can make

         13  loan products available that are better for the

         14  consumer, they can develop new products, because

         15  they're actively participating with us and looking

         16  at what consumers are facing out there, we think we

         17  can end up with a better, more responsible set of

         18  options from all the banks out there and for all

         19  homeowners through that process.

         20                 So, we do agree with you when we do

         21  see the PACE program as part of a broader strategy

         22  to deal with that.

         23                 COUNCIL MEMBER FIDLER: You know, I

         24  appreciate your answer, but I take very little

         25  comfort in knowing that it's bad but it's worse in
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          2  California, and, you know, I know from my own

          3  anecdotal experience as an attorney that the

          4  prevalence of these loans, these non-predatory

          5  loans, is significant, and so significant that when

          6  the market levels off, forget the climb, levels off,

          7  and now you're telling me that, you know, the part

          8  of the City Administration that is most charged and

          9  familiar with the issue is saying it's going to

         10  decline, when that happens, there will be no

         11  conventional lending available to these people and

         12  it becomes a problem.

         13                 I would like to be ahead of that

         14  curve, and so what, if anything, is HPD doing to be

         15  ahead of that curve, since the Administration

         16  acknowledges that it's coming?

         17                 I don't generally play the role of

         18  Chicken Little, the Sky is Falling, you know? I

         19  don't look the part, but it's going to -- if it's

         20  going to happen and if you're predicting that it's

         21  going to happen, let's try and do something before

         22  it happens.

         23                 What is HPD doing?

         24                 COMMISSIONER DONOVAN: Certainly I

         25  would reiterate that the PACE program is an
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          2  important part of what we are doing. It's an

          3  expanded effort, I think we feel very strongly if

          4  the Council supports that, and you've been active

          5  participants, in addition to that we have a number

          6  of other products, like our Downpayment Assistance,

          7  like Counseling Efforts with DC 37, others that

          8  we're expanding more broadly, that look exactly at

          9  this issue, what's the right loan product? How do

         10  you get a responsible loan? When do you say no? All

         11  of those issues that I think can help that, in

         12  addition to a set of other loan programs for small

         13  homes, where homeowners, particularly where they

         14  need renovation, can often end up getting the wrong

         15  type of loan. We have loan products that we offer,

         16  and we've been looking to get new lenders to work

         17  with us on those and, in fact, have recently been

         18  able to expand the number of lenders offering those

         19  loan products through the City that have reduced

         20  interest rates, that can finance construction and do

         21  a number of the things that these other loan

         22  products would do, but at some danger to the

         23  homeowners.

         24                 So, those are a few other examples of

         25  what we're doing. If you have any other thoughts,
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          2  specific thoughts, we'd be happy to hear those.

          3                 COUNCIL MEMBER FIDLER: I'm glad you

          4  asked me that question, because I do.

          5                 In fact, under the Speaker's new

          6  budget process, you know, we have to circulate these

          7  initiatives. I have circulated one that we're

          8  calling "The Mortgage Foreclosure Prevention

          9  Initiative." And it is in fact structured after

         10  conversations with Parodnick. And the issue, by the

         11  way, isn't just real property debt, but consumer

         12  debt and the need to restructure it when it gets out

         13  of hand. Because the two go hand-in-hand, when you

         14  can't pay the mortgage the credit cards start to go

         15  through the roof, and you wind up in difficulty.

         16                 I know Parodnick, you know, works

         17  directly with consumers and looks at their global

         18  economic picture. And the initiative proposes that

         19  HPD do an RFP to create ten CBOs dispersed

         20  throughout the City so that the Parodnick model can

         21  be taught, and Parodnick would teach it, to these

         22  community consultants so that there would be a place

         23  to go. And that the follow-up plan would be that

         24  Finance, or HPD, or the tax lien idea is a really

         25  good idea, you know, people are told, if you're
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          2  having a problem, if your mortgage is coming due and

          3  you can't refinance, if you are in debt difficulty,

          4  you can go to such and such and so and so CBO some

          5  place in your community. Costs about a million

          6  dollars a year. Probably could save hundreds and

          7  hundreds of homes from going into foreclosure, and

          8  you know, that begins a cycle. Once, you know, once

          9  one house on the block goes into foreclosure,

         10  neighborhood starts to get red lined, you start to

         11  have all kinds of difficulty.

         12                 So, I would like to present that to

         13  HPD, and I would like to sit down and see if you can

         14  find a way to make it better and maybe even get on

         15  board with an idea that's coming from the Council.

         16                 COMMISSIONER DONOVAN: Look forward to

         17  seeing it.

         18                 COUNCIL MEMBER FIDLER: Thank you.

         19                 CHAIRPERSON WEPRIN: Thank you,

         20  Council member.

         21                 We have the next portion of the

         22  hearing waiting in the wings, which is the Buildings

         23  Department, so we have three more questioners on the

         24  list, if I could ask you to limit your questions to

         25  a question and try to proceed expeditiously.
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          2                 And having said that, with that note,

          3  the next three questioners are Council Member

          4  Martinez, followed by Brewer, followed by Mark

          5  Viverito.

          6                 Council Member Martinez.

          7                 COUNCIL MEMBER MARTINEZ: I've got to

          8  pull some ran here.

          9                 Commissioner, thank you for being

         10  here for testimony. I also want to echo my

         11  colleagues' concern at not having the Council

         12  Initiative included in the budget, and as well as

         13  commending your intergovernment staff, Carol Clark

         14  and Joe, are one of the most responsive in terms of

         15  agencies working with my office.

         16                 Commissioner, I want to start with

         17  the TIL Program. I know we've had this conversation,

         18  but there is no talk or reference here in terms of

         19  fast tracking or putting additional money into the

         20  TIL program; what's the status of the TIL buildings

         21  that HPD currently has on their role?

         22                 COMMISSIONER DONOVAN: Clearly, and

         23  we've had a number of conversations about this, we

         24  have been looking for ways to accelerate the TIL

         25  program, and we have made substantial progress
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          2  working with LISK (phonetic) in particular on

          3  developing a model for accelerating the

          4  redevelopment of the TIL properties, and our hope

          5  would be that in the coming weeks we would be able

          6  to sit down with you and take you through a more

          7  detailed explanation of the solution we've been

          8  working on, and how we're going to get there.

          9                 So, I'm not prepared today to say

         10  that we're there and to give you details of it, but

         11  I will say that I think we're pretty close to coming

         12  up with that model that we've talked about that

         13  would accelerate it.

         14                 COUNCIL MEMBER MARTINEZ: This is a

         15  two-part question. You make reference to the future

         16  plans in terms of the parking lots in Queens,

         17  Brooklyn and the Bronx that you're looking at for an

         18  additional 600 units of housing, correct? Now, are

         19  these going to go through the traditional programs

         20  HPD puts forward, such as Cornerstones? And by the

         21  way, I want to commend the Commissioner and the

         22  Department, because I know that when I first got

         23  elected here, one of the issues here was how do we

         24  get your not-for-profits and small entrepreneurs to

         25  participate in the Cornerstone RFPs and as a result
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          2  of the collaborative work between HPD and many of

          3  our offices together, I know there was an increase

          4  in terms of the smaller developers and non-profits

          5  participating in the last RFP for Cornerstones. So,

          6  my question is, is this going to be part of a

          7  Cornerstone or neighborhood entrepreneur or any

          8  other, Newhouse, New Home programs that you have?

          9                 COMMISSIONER DONOVAN: Not all, within

         10  this overall sort of framework of other agency

         11  property, as I mentioned in my testimony, we're

         12  talking about roughly 20,000 units of development.

         13                 So, in general those sites, along

         14  with the DOT sites, would be part of whether we'll

         15  call it exactly Cornerstone, but a Cornerstone-like

         16  process, where we'll issue an RFP for a number of

         17  sites throughout the City, and following roughly the

         18  framework that we used in Cornerstone, or New

         19  Foundations, if it's smaller scale typically home

         20  ownership development.

         21                 There are certain sites that are

         22  larger. Recent examples would be the Arverne

         23  proposal or some of the others that are much larger

         24  sites where we might do as individual RFPs, rather

         25  than a part of a larger groups of RFPs. But
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          2  certainly the model that we establish on Cornerstone

          3  would be the kind of model that we'd be looking for

          4  on the DOT sites.

          5                 Again, whether we call it Cornerstone

          6  or not is not a final decision we've made at this

          7  point.

          8                 And I would just echo, your comments

          9  and your input on that was very important, of the 22

         10  sites in Cornerstone, 17 included either a

         11  non-profit or minority or woman-owned business in

         12  the sponsor, and I think you'll see when we do get

         13  to the point of announcing the New Foundations

         14  awards, that there's a similar increase that we've

         15  seen in the participation of minority and

         16  woman-owned businesses there.

         17                 COUNCIL MEMBER MARTINEZ: I'll be

         18  brief, because I heard the Chairman already, but can

         19  you tell me the current AMI for New York City?

         20                 COMMISSIONER DONOVAN: The Area Median

         21  Income for a family of four recently increased, and

         22  it's a long, detailed story I won't tell you, but to

         23  roughly $70,000 a year. I don't have the exact

         24  figure in my mind, but it's about $70,000 a year for

         25  a family of four, based on some changes in the
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          2  definition of the New York area.

          3                 And based on that we had some real

          4  concerns that the potential for that was raising the

          5  sort of minimum level of income of people that could

          6  participate in our program.

          7                 So, what we've been doing based on

          8  that is to go back and look at our full range of

          9  programs so that when we implement in many of those

         10  programs the new higher area median income, we

         11  actually don't exclude people from being able to

         12  afford the units that we're developing. So, we have

         13  a set of changes both for our low income and our

         14  moderate income programs that we've been working on

         15  that will go into effect July 1st when we start the

         16  new Fiscal Year, that I think what you'll see is in

         17  fact, not just that we're able to maintain the

         18  minimum income levels in our programs, but we're

         19  actually able to lower them to some extent in

         20  certain of the programs.

         21                 So, we've used this as an opportunity

         22  to create a broader range of incomes in many of our

         23  programs.

         24                 We were concerned about the

         25  possibility for it excluding some low-income people.
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          2                 COUNCIL MEMBER MARTINEZ: I bring that

          3  up because in your testimony you give several

          4  examples where you try to address the issue of the

          5  lower, lower population. But, you know, I would

          6  suggest, Commissioner, that at some point, Joe and

          7  Carol, if we could put together some sort of

          8  briefing for Council members on what you're doing to

          9  address that issue? Because I would tell you that,

         10  you know, in my district, as you know, they're

         11  building a development and the application process

         12  stopped because it went up. So that brought some

         13  panic to the local area and to my office how we're

         14  going to address that. Because I don't have a family

         15  of four, and it's very -- not large numbers of them

         16  making 70,000, family of four. So, I would just

         17  suggest that when you're ready, what you're going to

         18  be presenting, some sort of briefing in terms of,

         19  you know, what HPD is doing to address that, you

         20  know, it's really difficult to explain that we're

         21  developing affordable housing, and when we look at,

         22  you know, the range, you're talking about making

         23  $70,000 and so forth for a family of four, and

         24  that's not realistic in many of our communities, as

         25  you know, so that presents a real issue.
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          2                 So, and I will work with you in

          3  putting that together, but we definitely need to

          4  find out what HPD is doing to address that issue.

          5                 COMMISSIONER DONOVAN: Yes.

          6                 COUNCIL MEMBER MARTINEZ: Because I

          7  saw an example there in Williamsburg.

          8                 And, finally, Mr. Chair, my last

          9  question would be, you know, from the briefing we

         10  get here at the Council, the budget for contracts,

         11  for HPD, is $71 million, correct, for 2007, FY 2007?

         12                 COMMISSIONER DONOVAN: Yes, when you

         13  say contracts do you mean --

         14                 COUNCIL MEMBER MARTINEZ: For HPD to

         15  issue contracts through the process of procurement

         16  and so forth?

         17                 COMMISSIONER DONOVAN: It's

         18  interesting, it's not a figure I have or any of my

         19  budget staff have. We could certainly look back at

         20  that. Do you have a particular question about that?

         21                 COUNCIL MEMBER MARTINEZ: The agency

         22  contract budget represents 14.5 percent of the

         23  overall Expense Budget, correct? So, maybe it's not

         24  the number, maybe it's higher. You know, the Council

         25  is moving forward, you know, today the Mayor is
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          2  going to be signing legislation for emerging

          3  enterprises. The Council just finished passing the

          4  Minority and Women Owned Businesses for contracting

          5  with the City, what are you doing in terms of that

          6  particular department, in terms of meeting some of

          7  these criterias? Are you putting together a

          8  division? Are you putting a head of the Department

          9  to start working on this, to attract minority and

         10  women-owned enterprises, developers and so forth, to

         11  join HPD?

         12                 COMMISSIONER DONOVAN: Our Deputy

         13  Commissioner Kim Hardy is in charge of the area that

         14  focuses on all our implementation around Minority

         15  and Women-Owned Businesses on contracting, works

         16  very closely with our ACCO to do that, and we

         17  already have many efforts to reach out to those type

         18  of businesses, already have a fairly high level of

         19  participation, I think the most important piece of

         20  that is our new implementation and this is Citywide

         21  for all agencies of our new goals for minority and

         22  women-owned businesses. So, we are participating

         23  with all of the agencies in the City led by City

         24  Hall and particularly SBS, who is going to be

         25  responsible for the monitoring of it, to raise our
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          2  targets for minority and women-owned businesses in

          3  our contracts that we have.

          4                 But, again, and as you have often I

          5  think focused on, I think rightly so, within the

          6  overall work that we do, and the money that we spend

          7  on housing, relatively small portion, if the number

          8  is 71 million, I don't have that figure on me,

          9  within our overall budget above a billion dollars a

         10  year, the primary money that we're spending is not

         11  on contracts, but actually through RFPs spending

         12  money directly on housing, and so in some senses the

         13  more important thing that HPD can do is like with

         14  Cornerstone and New Foundations as we talked about,

         15  is to make sure that we're identifying and working

         16  with a broad range of minority and women-owned

         17  businesses in the actual development an preservation

         18  programs that we do.

         19                 We clearly want to do more on the

         20  contracting itself, but that's obviously part of a

         21  broader strategy to focus on all of the work that we

         22  do, not just on the contracting.

         23                 COUNCIL MEMBER MARTINEZ: Thank you,

         24  Commissioner. Thank you, Mr. Chairman. And, again, I

         25  look forward to working with you on the issue of the
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          2  AMI. It is really concerning, because when we talk

          3  about affordable housing, and we're saying we're

          4  pushing an affordable housing agenda and an

          5  affordable housing agenda, we've come to that issue

          6  when we talk about $70,000, affordable to whom? So,

          7  I look forward to working with you on that issue.

          8                 Thank you, Mr. Chair.

          9                 CHAIRPERSON WEPRIN: Thank you.

         10  Council Member Brewer.

         11                 COUNCIL MEMBER BREWER: Thank you very

         12  much. I also want to thank Joe Rosenberg, Carol

         13  Clark and Barbara Flynn for their support.

         14                 Mitchell-Lamas are a huge issue. I

         15  had 24 when I was first elected, and unfortunately,

         16  in my opinion, several have been privatized in that

         17  time period.

         18                 So, you mentioned the two pieces of

         19  legislation, unique and peculiar, and, of course,

         20  what I call everyone to go into rent stabilization.

         21  One, I guess, has cleared House, the Assembly, and

         22  the other one is still stuck in both committees.

         23                 I'm just wondering what we're doing

         24  to try and push. Unique and peculiar would be a

         25  terrible challenge for those of us on the West Side
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          2  with market rents surrounding us. So, I would like a

          3  little bit more update as to what we're doing to

          4  really push those two very important pieces of

          5  legislation.

          6                 COMMISSIONER DONOVAN: Well, as you

          7  say, we're very concerned about this unique and

          8  peculiar issue, because what it means, ironically,

          9  is that the pre-'74 Mitchell-Lamas that we, I think

         10  all felt had significantly less incentive to get out

         11  of the program, given the current market rents, if

         12  this continues to go in the wrong direction, they

         13  would have a substantially bigger incentive to get

         14  out.

         15                 And, so, we feel like this is one of

         16  the most important and immediate issues that we can

         17  do to protect those, the pre-'74 Mitchell-Lamas.

         18                 On that bill in particular, we have

         19  secured very strong sponsors on those bills. Senator

         20  Padavan in the Senate, obviously, and Assemblyman

         21  Bing, who is the Chair of the Committee, the

         22  Mitchell-Lama Subcommittee within the Housing

         23  Committee, in the Assembly it is on the Housing

         24  Committee agenda for tomorrow, I believe, is that

         25  right? Today. I'm sorry. Yes, today is the 23rd. So,

                                                            84

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  it is on the Housing Committee agenda today, and

          3  we've gotten a lot of support from Chairman Lopez as

          4  well on that bill, so we fully expect that to get

          5  past and to go through the Assembly.

          6                 On the Senate side it's been referred

          7  to the Housing Construction Community Development

          8  Committee. Padavan has been working very strongly

          9  with us on that, and Joe is up there every Tuesday

         10  now through the end of the session pushing hard to

         11  get that passed.

         12                 It's fair to say this is one of our

         13  absolute top priorities.

         14                 COUNCIL MEMBER BREWER: I mean it

         15  needs to be. You understand it. I think most people,

         16  unless you live in a Mitchell-Lama you don't

         17  understand the importance. I certainly do. Okay.

         18                 The bill has been languishing for

         19  awhile, so I just don't want this one to have the

         20  same fate.

         21                 COMMISSIONER DONOVAN: We also are

         22  looking to getting the local companions on the two

         23  other J-51 Mitchell-Lama bills passed. I think those

         24  will be helpful as well.

         25                 COUNCIL MEMBER BREWER: Just along

                                                            85

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  those lines, obviously we're working with folks at

          3  HDA in trying to come up with saving some of these

          4  Mitchell-Lamas. Do you know how many actually took

          5  advantage of the extension of 15 years, to be able

          6  to have more buy-in, as opposed to buying out of the

          7  program, with more abatements. Do you know how many,

          8  or would that be mostly not your area?

          9                 COMMISSIONER DONOVAN: If I understand

         10  the question, these two bills --

         11                 COUNCIL MEMBER BREWER: It was a

         12  different question.

         13                 COMMISSIONER DONOVAN: Okay.

         14                 COUNCIL MEMBER BREWER: The issue is

         15  that they were trying so hard to save every unit of

         16  Mitchell-Lama.

         17                 COMMISSIONER DONOVAN: The HDC

         18  Refinancing Program? I'm sorry.

         19                 COUNCIL MEMBER BREWER: Yes.

         20                 COMMISSIONER DONOVAN: So, both in the

         21  Refinancing and Repair Loan Program, we have well

         22  over 10,000 units that are participated.

         23                 I don't have the exact number in

         24  front of it. Maybe Diane could help me find it. I

         25  know that we are --
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          2                 COUNCIL MEMBER BREWER: Rental and

          3  co-op?

          4                 COMMISSIONER DONOVAN: Yes.

          5                 COUNCIL MEMBER BREWER: Okay.

          6                 COMMISSIONER DONOVAN: And we are in

          7  the process of closing in the next month or so an

          8  additional 3,000 units in that program.

          9                 So, we've seen quite wide

         10  participation, and all of those do require an

         11  extension, as you said, of the affordability by

         12  staying in the Mitchell-Lama Program.

         13                 COUNCIL MEMBER BREWER: Right. Okay. I

         14  mean, again, it's a good program. It doesn't impact

         15  too many of those on the West Side, as I indicated

         16  to you, because the market is too strong.

         17                 One other issue is, and I don't know

         18  whether this falls under you, but, again, an issue

         19  with the Mitchell-Lamas is, I know that your unit

         20  does as good a job as possible on overseeing some of

         21  the co-op boards that are part of the Mitchell-Lama

         22  program. But because of the market pressure, again,

         23  one can -- the general public may not know this, you

         24  know this, if you're in a Mitchell-Lama in your

         25  co-op, it's limited equity, you can go private,
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          2  that's part of the decision of the cooperators, and

          3  obviously, it's a struggle within every building.

          4                 So, my question is, we do need extra

          5  vigilance, shall we say, over some of these boards;

          6  are you doing that? Because this is a different time

          7  than it was when the boards were limited equity and

          8  there wasn't the same kind of pressure, and I can

          9  say that I've written to you, but I do want somebody

         10  to be paying more attention to these boards.

         11                 COMMISSIONER DONOVAN: Clearly this is

         12  an area, particularly around the co-ops, a merging

         13  concern in Mitchell-Lama broadly, and the

         14  incentives, as you said, now, for the co-ops are

         15  significantly different than they were. So, we have

         16  been doing greater monitoring around that. In

         17  particular, we've been very concerned about the sort

         18  of lack of clarity and transparency around the

         19  buy-out process for co-ops.

         20                 COUNCIL MEMBER BREWER: Or even just

         21  the process, feasibility studies, et cetera.

         22                 COMMISSIONER DONOVAN: Exactly, all of

         23  the steps that lead to the conversion --

         24                 COUNCIL MEMBER BREWER: Or not

         25  conversion?
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          2                 COMMISSIONER DONOVAN: Or not

          3  conversion.

          4                 And one of the, I think the most

          5  important things that we've achieved there is we've

          6  worked very closely with the Attorney General's

          7  Office, what was happening in many of these is that

          8  you would have a vote by the Board and the

          9  cooperators before a black book, which is sort of a

         10  definitive document about what the impacts would be

         11  before that black book was produced.

         12                 And, so often times you had

         13  cooperators voting before they really even had a

         14  clear sense of what the impact would be on that,

         15  both their common charges, et cetera, and so we,

         16  working with the Attorney General's Office, we made

         17  a change now so that we are requiring a vote must

         18  happen with a two-thirds majority, after the black

         19  book has been issued.

         20                 So, there is much fuller information

         21  available to all of the cooperators to make sure

         22  that they know the impact of what they're doing. And

         23  that we think, along with a number of other changes,

         24  is an important step forward in trying to make sure

         25  that the wool isn't being pulled over the eyes --
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          2                 COUNCIL MEMBER BREWER: All right, I

          3  hear you. I just want to say, I won't go to

          4  specifics now, but there are specifics and I do

          5  think this area needs more attention.

          6                 COMMISSIONER DONOVAN: As always, my

          7  crack intergovernmental staff will be happy to work

          8  with you on those issues.

          9                 COUNCIL MEMBER BREWER: All right.

         10                 The other issue is rezonings. Again,

         11  Mitchell-Lamas. Those Mitchell-Lamas that are being

         12  converted for one reason or another often request

         13  that the way in which the frontage and the

         14  streetscape is configured be differed to include

         15  commercial. That's not something that has existed in

         16  every Mitchell-Lama in the past.

         17                 So, these are issues that are coming

         18  up by the truckload, at least in my district. And I

         19  think it tangentially impacts, obviously City

         20  Planning is involved, but it does tangentially

         21  impact HPD because the community room goes out and a

         22  store comes in. I'm being simplistic about it, but

         23  you have the idea. And these are your buildings. I

         24  mean these are your affordable housing and as long

         25  as we can fight to keep those units that are
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          2  currently occupied affordable, then they will

          3  continue to be something I think the City should be

          4  fighting for. So, there are lots of these kinds of

          5  issues that are coming up, and rezoning is one of

          6  them. I think I have ten of them right now. So, it's

          7  something to be aware of, all Mitchell-Lama related.

          8                 In terms of preservation, I think you

          9  didn't mention the TSAP Program (phonetic), but

         10  obviously I think it's going well. That, of course,

         11  is the inspection program from the roof to the

         12  cellar so-to-speak, and I want to know if you think

         13  it's going well, what's your -- and then generally

         14  the issue of enforcement, with all that's new in

         15  construction comes the issue of pressure, on one

         16  hand, for residents, and of the other hand, of

         17  course, there is the enforcement of what's being

         18  built. But that's more DOB. What you're concerned

         19  about are the current enforcement issues, and --

         20                 CHAIRPERSON WEPRIN: DOB is waiting in

         21  the wings, so --

         22                 COUNCIL MEMBER BREWER: I know. I

         23  understand that.

         24                 CHAIRPERSON WEPRIN: So, can you move

         25  this along?
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          2                 COUNCIL MEMBER BREWER: But the issue

          3  is, how is the TSAP Program going, and how are you

          4  keeping up, once an inspection has taken place, a

          5  violation issued, what's the follow-up? How is that

          6  being monitored? Not just in the TSAP Program, but

          7  in general?

          8                 COMMISSIONER DONOVAN: Overall on the

          9  TSAP Program we've done inspections in nine

         10  districts, including about 3,200 units where we've

         11  completed the inspection's treatment pass, so in

         12  other words whether it's a voluntary repair

         13  agreement going directly to litigation, there's a

         14  range of potential strategies based on what we find,

         15  voluntary repair agreements being the most likely

         16  where we find significant problems.

         17                 All the buildings in eight out of the

         18  nine districts have been agreed upon, those

         19  treatment paths, and we're seeing in general

         20  significant improvement in a number of those

         21  buildings based on those voluntary repair

         22  agreements.

         23                 That's a quick update. We'd be happy

         24  to provide more detail.

         25                 COUNCIL MEMBER BREWER: Okay.
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          2                 We've asked for more money, and we

          3  hope that we are successful.

          4                 Just in terms of enforcement, how is

          5  it that once a violation has been issued, it is true

          6  not just to HPD but also DOB, the follow-up, how is

          7  that monitored?

          8                 Because it is sometimes the cost of

          9  business, of paying the fine, and ongoing work.

         10                 COMMISSIONER DONOVAN: We will

         11  particularly, as you know, for the most hazardous

         12  violations, the C violations, we will work with

         13  owners to get them corrected and the next step

         14  obviously, if they don't get corrected by the owner,

         15  is for us to go out and actually do the emergency

         16  repairs on those C violations. With other

         17  non-hazardous ones, there are other ways of

         18  following up on violations.

         19                 COUNCIL MEMBER BREWER: Are those

         20  emergency repairs up in general from the last Fiscal

         21  Year, or is it about the same, in terms of you doing

         22  them?

         23                 COMMISSIONER DONOVAN: They are up

         24  significantly, particularly because of lead. As I

         25  think I mentioned in the testimony, our spending on
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          2  emergency repairs just for lead-related items is

          3  nearly triple what it was three years ago.

          4                 COUNCIL MEMBER BREWER: But do you

          5  find other things being caught in the building in a

          6  positive way? In other words you're doing Local Law

          7  1 enforcement, but is it also just improving the

          8  building in general because of your Local Law 1

          9  vigilance?

         10                 COMMISSIONER DONOVAN: I think

         11  generally what we would say is that we catch sort of

         12  the worst issues, the most hazardous issues. But,

         13  frankly, we don't see the City replacing, nor do we

         14  want to replace landlord responsibilities to repair

         15  and maintain their buildings.

         16                 So, the emergency repair program

         17  isn't intended to be, nor will it ever be, a

         18  substitute for owners taking their responsibilities

         19  to maintain a decent safe, sanitary building.

         20                 So, I think it would be fair to say

         21  that the emergency repairs will not, if a building

         22  is in, you know, poor condition throughout, will

         23  not, you won't end up with a pristine building

         24  throughout, what you end up with is the most

         25  hazardous, immediately hazardous conditions
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          2  repaired, but, still, the necessity for an owner to

          3  take responsibility to repair the other items in the

          4  building.

          5                 COUNCIL MEMBER BREWER: Okay, thank

          6  you very much.

          7                 CHAIRPERSON WEPRIN: Thank you,

          8  Council Member. We're about 45 minutes behind

          9  schedule and the Buildings Department is waiting.

         10  So, if you can move along, please, and try to

         11  expedite your questions. The next questioner is

         12  Council Member Mark Viverito.

         13                 COUNCIL MEMBER MARK VIVERITO: Thank

         14  you, Mr. Chairman. I will be brief. And I want to

         15  just echo the sentiments of what's been said by my

         16  colleagues with regards to the relationship with

         17  HPD. It's been a productive one and very timely in

         18  terms of response, so I appreciate that, and I look

         19  forward to that.

         20                 So, having said that, my concern, and

         21  I think I have expressed it to you, Commissioner,

         22  looking at the preservation aspect of HPD, is all

         23  those affordable housing units under HPD's portfolio

         24  that fall into the multiple different programs,

         25  HDFCs, 203K and B programs, third-party transfers,
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          2  and the enforcement or the monitoring of those

          3  units.

          4                 I think what I'm experiencing as

          5  having a lot of HDFCs, having 203K B buildings,

          6  third-party transfer, et cetera, is that maybe

          7  because of the number of them, the number of

          8  buildings, we're talking about units, that when it

          9  comes to really monitoring what's going on with

         10  these units, it becomes a scary process, meaning

         11  that we are probably losing a lot of affordable

         12  units because of that.

         13                 I know that there are developers and

         14  private entities that get involved with these

         15  programs, whether it's that they, HPD hands them

         16  over to them to rehabilitate a building, et cetera,

         17  and they may be taking advantage of the situation,

         18  and we may, in fact, be losing affordable units.

         19                 I really am interested, and maybe

         20  that is not something we can discuss here or get the

         21  details of here, but we really should do some sort

         22  of an assessment or look into what's going on,

         23  because with regards to 203K buildings, I would not

         24  have gotten involved with three buildings in my

         25  district. These tenants were being displaced by the
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          2  individual and the organization that was monitoring

          3  or that had been given oversight of that building by

          4  HPD. In the case of HDFCs, in some cases there are

          5  private individuals that have a personal interest

          6  and that try to force these buildings to privatize

          7  and you lose affordability there. In the case of

          8  HDFCs, you know, some of them need help to be

          9  strengthened and to really understand that they have

         10  options to paying their tax arrears really getting

         11  on solid footing, and I guess the same with the

         12  third-party transfer.

         13                 So, I mean, this is a real concern

         14  about monitoring current units and preservation,

         15  because in fact, if we don't take an active role in

         16  really assessing that, and seeing in what ways we

         17  can help strengthen what is there, that we, in fact,

         18  may be complicit in losing, you know, and creating

         19  and contributing to this affordable housing crisis

         20  that we have, and it really makes it much more

         21  difficult. We're trying to create affordable units,

         22  but then we're losing and at what point do we keep

         23  up or do we get ahead.

         24                 And, you know, I think that that's

         25  just a greater discussion but I wanted to put it on
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          2  the record, because on the enforcement front, when

          3  you talk about HPD, when you talk about your budget,

          4  what's being done by HPD to look at beefing up that

          5  area so that we have maybe more monitoring and

          6  protection and preservation of these existing

          7  affordable units.

          8                 COMMISSIONER DONOVAN: It's a broad

          9  question and there are many different pieces to it.

         10  Just two things that I would mention. First of all,

         11  the primary area where there is responsibility for

         12  monitoring a lot of those properties is in our asset

         13  management unit, and that is an area where we have

         14  been enhancing our staff and growing the size of the

         15  unit because, as I think you recognize, given the

         16  market pressures, giving the growing size of our

         17  portfolio, that there was an increase needed there

         18  and we have been trying to do that. We've been

         19  working with OMB for the funding to do that. So,

         20  that is reflected in the budget.

         21                 The other thing is more broadly, part

         22  of the announcement the Mayor made in February of

         23  the expansion of the new housing marketplace plan

         24  was a new effort, a comprehensive strategy to focus

         25  on the preservation of assisted housing.
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          2                 We've been very focused on the in-rem

          3  stock. Now that we're nearing the completion of

          4  that, we're able to shift our funding and our

          5  efforts around assisted housing more, and so we've

          6  developed a range of strategies through that effort,

          7  whether it's renewing the affordability of tax

          8  credit properties, we talked earlier with Council

          9  Member Brewer our Mitchell Lama, HUD properties, et

         10  cetera. So, there's a range of pieces in there we'd

         11  be happy to follow up with you on as well.

         12                 COUNCIL MEMBER MARK VIVERITO: Just as

         13  an aside, as you're creating this task force, look

         14  at the -- what is it, the 421-A, I mean maybe we

         15  really need to do a task force to look at some of

         16  these other programs, too, and assess them in maybe

         17  ways that we could improve, in terms of assisting to

         18  preserve these units, as to one aspect.

         19                 But the other, just the quick

         20  question, the NYCHA HPD joint collaborations,

         21  eventually when those units are built, who has

         22  oversight, or are they pretty much in HPD's hands?

         23  Just oversight of what?

         24                 COMMISSIONER DONOVAN: In general, and

         25  we've been working closely with NYCHA to establish
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          2  this, we would expect a large share of those to

          3  remain owned and operated by NYCHA.

          4                 COUNCIL MEMBER MARK VIVERITO: By

          5  NYCHA, I see.

          6                 COMMISSIONER DONOVAN: There is some

          7  home ownership, there are 202s, senior developments,

          8  and in some of those cases a 202 has to be owned by

          9  a non-profit, home ownership, obviously, is owned by

         10  the residents, so there are some exceptions to that.

         11                 But in general we would expect them

         12  to remain within the ownership of NYCHA.

         13                 COUNCIL MEMBER MARK VIVERITO: Well,

         14  thank you. And I look forward to having more

         15  extensive conversations on these issues. Thank you.

         16                 CHAIRPERSON WEPRIN: Thank you,

         17  Council member.

         18                 Council Member Sears had a very brief

         19  question.

         20                 COUNCIL MEMBER SEARS: Actually, it's

         21  one question. In your testimony, on the first page

         22  you stated that you have a goal of reaching 165,000

         23  units by 2013. You also talk about to date HPD, you

         24  started the 37,750 units of housing, and then a

         25  sentence later, you say "thus far, during the
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          2  Bloomberg Administration..." So, I will take that to

          3  be 2002 to now, that you've started approximately

          4  56,265 units. Are all these in the 165,000? And of

          5  the 56,265, are they all rentals? Have they all been

          6  completed? Because that's not very clear.

          7                 COMMISSIONER DONOVAN: I will be happy

          8  to provide you more detail on that. The short answer

          9  is that the new marketplace plan began about 18

         10  months into the Bloomberg Administration, so the

         11  37,700 number represents the units since the

         12  beginning of the plan, and last year under the plan,

         13  just to give you a sense, we started about over

         14  18,500 units. We're on pace this fiscal year to be

         15  in that range. We don't have a final number,

         16  obviously, because we've still got over a month. But

         17  if you take 165,000, you divide by ten, you get

         18  16,500, you can see that if over the last couple of

         19  years we've been doing more than 18,000 units that

         20  we are certainly on pace to get to the 165,000.

         21                 The additional 18,000 units --

         22                 COUNCIL MEMBER SEARS: That's by 2013.

         23                 COMMISSIONER DONOVAN: 2013. So, it's

         24  2003 through 2013, 2004 through 2013 are the years

         25  of the plan.
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          2                 COUNCIL MEMBER SEARS: But the 56,000

          3  units that you said have started, are they

          4  completed?

          5                 COMMISSIONER DONOVAN: Not all of them

          6  are completed.

          7                 We count a unit when we close on the

          8  land or the financing and we fund it, and it's a

          9  construction start. So, that's when we count it.

         10  Obviously, the Mayor can't take credit for buildings

         11  that are completed even though they were funded

         12  before his time.

         13                 So, the official counting is when

         14  they start, and a large number of those are

         15  completed, but obviously construction takes

         16  typically 18 months or two years, so not all of them

         17  are completed.

         18                 And just to answer your other

         19  question, that includes both rentals and home

         20  ownership. About 30 percent of everything that we're

         21  doing under the plan is home ownership.

         22                 COUNCIL MEMBER SEARS: So, maybe you

         23  can just provide, and that will be the end of my

         24  question, what has actually been started and

         25  completed from the time of the Administration, and
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          2  actually what percentage? Have they reached their

          3  goals? Could you do that?

          4                 COMMISSIONER DONOVAN: I'd be happy to

          5  do that.

          6                 COUNCIL MEMBER SEARS: Thank you.

          7                 Thank you, Chairman.

          8                 CHAIRPERSON WEPRIN: And the last

          9  questioner for this witness, for a very brief

         10  question, is Council Member Diana Reyna.

         11                 COUNCIL MEMBER REYNA: Thank you, Mr.

         12  Chair.

         13                 I'm going to try my best to be quick,

         14  but HPD is valuable.

         15                 I wanted to just echo the sentiments

         16  of my colleagues about your great staff, and the

         17  communication level is probably one of the very

         18  best.

         19                 I wanted to just ask you some

         20  clarification, because before you had mentioned how

         21  421-A is applicable to one -- three units or more,

         22  and 421-B is applied to one and two. And you

         23  mentioned that 421-A is for renters, but it's my

         24  understanding, Commissioner, that 421-A is used not

         25  just for renters but condominiums, and right now the
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          2  new wave of condominiums is luxury condominiums. So,

          3  in fact, new construction, which was one of the

          4  obstacles we had with trying to come up with a new

          5  way of applying affordable housing on the waterfront

          6  Williamsburg rezoning, was how to be able to

          7  maximize the benefit towards affordable housing, and

          8  so it couldn't be an as of right application, it had

          9  to be -- and, of course, in the works of State law

         10  we were able to apply a 20 percent requirement on

         11  the waterfront.

         12                 So, I just wanted to get that

         13  clarification, because I got thrown off.

         14                 COMMISSIONER DONOVAN: And you're

         15  exactly right. If I misspoke, I apologize.

         16                 What I intended to say, if I didn't

         17  say it, is that 421-A is primarily focused on larger

         18  rental buildings. I think particularly what you see

         19  around the condominium buildings is the use of the

         20  certificate program, and that's where a market rate

         21  condominium property located in the exclusion zones

         22  typically, so it's been in Manhattan to date by

         23  these 421-A certificates, and basically pay money

         24  towards an affordable rental property, but received

         25  the tax benefits essentially by buying those
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          2  certificates.

          3                 So, that's the primary way that you

          4  really see 421-A used among the condominium

          5  buildings that you're seeing. And we did, in the

          6  rezoning, focus on that issue by, in fact, the

          7  certificates weren't allowed in that rezoning, so --

          8                 COUNCIL MEMBER REYNA: So the tax

          9  break is allowable, not just to renters, it's an

         10  exclusion area?

         11                 COMMISSIONER DONOVAN: You're saying

         12  the as of right program for construction? That's

         13  right.

         14                 But, again, what I intended to say if

         15  I didn't say it, is that primarily been a rental,

         16  focused on the rental. But it doesn't mean it's

         17  excluded.

         18                 COUNCIL MEMBER REYNA: Correct. But

         19  it's not exclusive to renters.

         20                 COMMISSIONER DONOVAN: That's right.

         21                 COUNCIL MEMBER REYNA: In addition to

         22  that, I just wanted to go on the record, I know that

         23  Chairman Dilan had already mentioned it, as far as

         24  the Neighborhood Preservation Consultants, and

         25  community consultants, in relation to the TSAP
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          2  Program (phonetic) have been essential, and for them

          3  not to be funded, reflective in your budget as a

          4  response to the executive budget is detrimental, I

          5  would think, in the collaboration that we have all

          6  been in good faith working towards. So that if you

          7  can possibly sit down with OMB and revisit the whole

          8  portion of how essential these two particular

          9  programs have been for the TSAP Program, unless you

         10  would differ?

         11                 COMMISSIONER DONOVAN: No. As I said

         12  earlier, we have provided 2.3 million in funding

         13  next year for the NPC. So, we clearly see the value

         14  of providing that kind of funding to local based

         15  community groups.

         16                 I would agree with you with TSAP,

         17  it's been a very good collaboration with those

         18  groups. I think the issue here is really the extent

         19  of the funding. You've added that funding, and the

         20  CCC is a similar type of funding. So, we'll be happy

         21  to work with you going forward.

         22                 COUNCIL MEMBER REYNA: And I

         23  apologize, but I just needed to ask, the Housing

         24  Trust Fund, the amount in the fund right now, how

         25  much is it?
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          2                 COMMISSIONER DONOVAN: Which Housing

          3  Trust Fund are you referring to?

          4                 COUNCIL MEMBER REYNA: The Housing

          5  Trust Fund created by the Battery Park City

          6  revenues.

          7                 COMMISSIONER DONOVAN: The latest

          8  number on that, we are working with the

          9  Comptroller's Office now for a request next year

         10  under that, and we expect to try and get about 51

         11  million. So, the number hasn't been finalized.

         12                 COUNCIL MEMBER REYNA: Fifty-one

         13  million.

         14                 COMMISSIONER DONOVAN: That's right.

         15                 COUNCIL MEMBER REYNA: But there's

         16  409,000 reflective for '07 that will be in addition

         17  to, added to the pot?

         18                 COMMISSIONER DONOVAN: Oh, I'm sorry.

         19  What we had done, there was a provision in that that

         20  we need additional staffing to administer the money,

         21  so that money that you're talking about is the

         22  number of staff members who oversee the Battery Park

         23  City Housing Trust Fund.

         24                 COUNCIL MEMBER REYNA: So that's PS

         25  money?
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          2                 COMMISSIONER DONOVAN: Exactly. And it

          3  comes from the interest on the funds. So that's a

          4  line item for additional staffing that we've agreed

          5  to.

          6                 COUNCIL MEMBER REYNA: And,

          7  Commissioner, the Housing Trust Fund, in relation to

          8  all these rezonings and commitment to create

          9  affordable housing, not with current AMIs, I'm

         10  talking about the past AMI that you were so patient

         11  with me in explaining to me over and over again.

         12  Those charts are still sitting on my desk, and I

         13  refer to them every day, but now I am very skeptical

         14  that we're going to be able to deliver to the

         15  constituencies that commitments were made on

         16  affordable housing based on those particular

         17  numbers.

         18                 Can you tell me (a) is the Housing

         19  Trust Fund going to help you in delivering those

         20  commitments, to honor last year's AMI on 64,8 I

         21  believe was last year's numbers that we were working

         22  on the waterfront rezoning, and moving forward how

         23  much of the fund has been applied to, you know,

         24  let's say affordable housing throughout the City of

         25  New York.

                                                            108

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2                 COMMISSIONER DONOVAN: I just wanted

          3  to get the exact figure. Of the 130 million that we

          4  expect in total for the life of the Trust Fund,

          5  we're targeting 70 million of that, 130 million, to

          6  be used to reach, hard-to-reach populations. So,

          7  both below the income levels that we traditionally

          8  reach through the tax credit, for example, that

          9  money would be a valuable asset in terms of reaching

         10  the populations that you're talking about in the

         11  rezoning.

         12                 COUNCIL MEMBER REYNA: But give me --

         13  here is where I have a problem, because it's almost

         14  as if we don't identify specifically what we're

         15  talking about, and so to each community it's going

         16  to vary, correct? As far as those applied

         17  populations, 70 million will be applied to

         18  particular categories, correct?

         19                 COMMISSIONER DONOVAN: That's right.

         20                 COUNCIL MEMBER REYNA: Special needs.

         21                 COMMISSIONER DONOVAN: Seventy million

         22  is targeted for reaching what we're calling

         23  hard-to-reach populations. So, it's groups below 30

         24  percent of median, and between 60 and 80.

         25                 COUNCIL MEMBER REYNA: Now, stay with
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          2  that.

          3                 COMMISSIONER DONOVAN: Yes.

          4                 COUNCIL MEMBER REYNA: So that 30

          5  percent of median but in the case of the

          6  Williamsburg Greenpoint rezoning, forgive me, it's

          7  the only one I was intimately involved with to know

          8  enough that we weren't going on the median income of

          9  70, which is the current application. It was last

         10  year's 64,8.

         11                 So, in a situation like that, how do

         12  you apply funding to make sure that you're not going

         13  to have to target a higher income bracket because

         14  the median income has been raised by the federal

         15  government?

         16                 COMMISSIONER DONOVAN: Just a couple

         17  of things I would say. First of all, we'll be happy

         18  to work with you in more detail around that and to

         19  go through the individual projects. Thirty percent

         20  of median, given the change, you're talking about a

         21  few thousand dollars a year in income, so it's not,

         22  when you get to 30 percent of median, it's not an

         23  enormous change, and I don't think it's a major

         24  change in funding --

         25                 COUNCIL MEMBER REYNA: Commissioner, I
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          2  will tell you, I have helped families who didn't

          3  qualify by one dollar. Like I'm serious here.

          4                 COMMISSIONER DONOVAN: My point is,

          5  though, it's not a huge amount of funding to be able

          6  to make that change.

          7                 The other thing I would just point

          8  out, and I mentioned this in my testimony, Palmer's

          9  Dock, which is moving ahead as one of the privately

         10  developed sites on the waterfront, which was not

         11  part of the sort of tiering of incomes that we

         12  talked about, we focused on the publicly-owned

         13  sites, right? We made commitments on the

         14  publicly-owned sites to tier those incomes.

         15                 Through working with the City Council

         16  and the Reso A money that you provided, we've

         17  actually been able to tier much lower down on a

         18  privately-owned property, Palmer's dock, on the

         19  waterfront, which we expect to break ground this

         20  summer.

         21                 So, I think even beyond the

         22  commitment that we made in the rezoning working with

         23  you on meeting those various income levels, we found

         24  other ways to tier units farther down, and we're

         25  making changes to our new construction programs,
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          2  that I mentioned earlier would be going into effect

          3  July 1st, that's other ways that we're finding to

          4  tier incomes down below what we've traditionally

          5  reached.

          6                 So, I think what you'll find is

          7  despite this change in median income, we're actually

          8  going to have more tools in our arsenal so-to-speak

          9  to be able to reach the income groups that you're

         10  concerned about, and we'll be happy to work further

         11  with you on the specifics of what that means in

         12  Greenpoint Williamsburg.

         13                 COUNCIL MEMBER REYNA: And you've

         14  mentioned your goal is to reach $130 million at the

         15  end of your five-year projection I am assuming, as

         16  far as the Housing Trust Fund is concerned? And you

         17  mentioned 409,000 will be dedicated to PS staff

         18  line.

         19                 But can you just explain to us what

         20  staff positions you're talking about and what their

         21  duties will be? I thought HPD already could handle

         22  the Housing Trust Fund, so we're going to see a

         23  separate department dedicated to --

         24                 COMMISSIONER DONOVAN: No. This is

         25  just frankly the combination of the expansion of the
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          2  new marketplace more broadly, new marketplace plan

          3  more broadly. We've dramatically increased our

          4  targets for the number of affordable housing units

          5  we want to create and preserve every year, and that

          6  simply requires an expansion of our development and

          7  other staff, legal architects and engineers, other

          8  people who oversee the plan, and part of that, there

          9  will be a few people who oversee the Battery Park

         10  City Housing Trust Fund program in our development

         11  area at HPD.

         12                 So, the types of responsibilities

         13  we're talking about are very similar to our other

         14  program staff at HPD. It's not a separate

         15  department, it's simply program staff that will be

         16  funded through the Trust Fund.

         17                 COUNCIL MEMBER REYNA: Five, six?

         18                 COMMISSIONER DONOVAN: Six. Six staff

         19  members.

         20                 COUNCIL MEMBER REYNA: Not bad for

         21  someone who doesn't work for HPD. Guessed right.

         22                 Thank you.

         23                 CHAIRPERSON WEPRIN: Thank you,

         24  Council Member.

         25                 And thank you, Commissioner, for your
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          2  patience. And I know we've gone beyond the time, but

          3  we appreciate you accommodating our members, and

          4  you're excused.

          5                 We'll now hear from the Department of

          6  Buildings.

          7                 Commissioner Lancaster. I think I saw

          8  her in the hallway. I know I saw Commissioner

          9  Lancaster in the back earlier. I know she's around.

         10                 Okay, we're back in session.

         11                 Commissioner Lancaster, thank you for

         12  waiting. We know you were in the back for an

         13  extended period of time, and we appreciate that.

         14                 We understand you have a lengthy

         15  testimony, if you wanted to summarize it, that would

         16  be fine also, since the hour is late. But we won't

         17  ask you to if you don't want to. It's up to you.

         18                 COMMISSIONER LANCASTER: How about if

         19  we compromise, I'll summarize somewhat and --

         20                 CHAIRPERSON WEPRIN: That's fine.

         21  That's fine.

         22                 COMMISSIONER LANCASTER: Or I could

         23  just say everything is fine and leave. But that

         24  might -- good afternoon, Chairman Dilan, Chairman

         25  Weprin, Chairman Oddo and members of the Housing and
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          2  Buildings Committee and the Task Force on Operations

          3  and Improvement of the Buildings Department.

          4                 I am Patricia Lancaster, Commissioner

          5  of the New York City Department of Buildings.

          6                 Joining me today are Robert LiMandri,

          7  First Deputy Commissioner for Operations, Phyllis

          8  Arnold, General Counsel, and Marilyn King-Festa,

          9  Deputy Commissioner of Technology and Analysis and

         10  other staff from my Department.

         11                 I will now briefly outline the

         12  changes to the Buildings Department budget as a

         13  result of the release of the Executive Budget.

         14                 The Fiscal Year 2007 Executive Plan

         15  resulted in an increase of 47 additional lines to

         16  the January Plan headcount. There will be 18 more

         17  inspectors, 18 more plan examiners and 11 more

         18  enforcement personnel.

         19                 The Fiscal Year 2007 Executive Budget

         20  presented by the Mayor allocates $83 million in

         21  Expense funds to the Department. Of this,

         22  approximately 66 million is for Personal Services,

         23  and 17 million is for Other Than Personal Services.

         24                 This represents a net increase of the

         25  Department's Expense Budget of approximately 8

                                                            115

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  million compared to the Fiscal Year 2007 January

          3  Expense Plan Budget.

          4                 The Revenue Plan, not including about

          5  $20 million in ECB fines for Fiscal Year 2007 is

          6  $109.7 million. This represents an increase of 11

          7  million, compared to Fiscal Year 2007 January

          8  Revenue Plan.

          9                 The Fiscal Year 2007 budgeted

         10  headcount includes a reduction of 15 inspector

         11  positions. These positions were funded by the City

         12  Council in Fiscal Year 2006 Adoption Plan for one

         13  fiscal year, and were not baselined in this year's

         14  Executive Plan.

         15                 The budgeted headcount for Fiscal

         16  Year 2007 Executive Plan is 1,168.

         17                 The 3.3 million added to personal

         18  services budget includes 3.2 million in funding for

         19  the additional lines, and an additional adjustment

         20  of 117,000 for collective bargaining.

         21                 The 5.3 million added to Other Than

         22  Personal Service budget includes 1.2 million for our

         23  ongoing information technology initiatives, 3.1

         24  million for the Multi-Year private elevator

         25  inspection contract, 77,000 for new staff equipment,
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          2  245,000 for increased lease and energy costs, and

          3  660,000 for the Model Code Program training and

          4  contract services.

          5                 Safety and enforcement initiatives.

          6                 My Department recognizes the need to

          7  strike a balance between streamlining development

          8  procedures and ensuring quality compliance with the

          9  zoning and building code regulations.

         10                 It is the Department's goal,

         11  therefore, to promote and encourage responsible and

         12  compliant development.

         13                 The new Zoning Compliance Program.

         14                 This Zoning Compliance Program is

         15  designed to preserve the objectives of City Planning

         16  and zoning resolution by focusing on specific areas

         17  where there is a significant risk of

         18  over-development, or egregious non-compliance.

         19                 Historically, the Department has

         20  focused primarily upon enforcing the Building Code

         21  for public safety. The current real estate market in

         22  New York City, however, demands a major focus on

         23  zoning enforcement because of market pressures to

         24  violate restrictions resulting from, one, a market

         25  boom; two, scarcity of developable plots; and,
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          2  three, a growing population.

          3                 An increase in complaints and

          4  concerns from communities and elected officials

          5  about quality of life issues and the changing

          6  character of the neighborhood has demonstrated both

          7  need and support for increased enforcement.

          8                 It is therefore critical that we

          9  shift our focus to the early stages of development,

         10  to prevent the completion and occupancy of

         11  non-compliant structures.

         12                 The Department's enforcement tools

         13  are less effective after illegal construction and

         14  occupancy has occurred than they are beforehand.

         15                 Our goal is to follow the progression

         16  of the development process, filtering out issues as

         17  early as possible with additional screening and

         18  actions at later stages of development.

         19                 To deal with these issues, the

         20  Department has received funding to embark upon a new

         21  enforcement strategy, which we piloted in the

         22  Manhattan Beach area of Brooklyn.

         23                 The Manhattan Beach pilot was

         24  launched in September of 2005 and consisted of about

         25  58 properties in Manhattan Beach that involved
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          2  extensive overbuilding.

          3                 This was the first area where we

          4  aggressively pursued those who disobeyed the Zoning

          5  Resolution's provisions.

          6                 The Manhattan Enforcement Team,

          7  comprised of inspectors, plan examiners, architects,

          8  engineers and lawyers worked together to craft and

          9  implement an appropriate strategy for this locale.

         10                 Compliance is significantly increased

         11  by an enhanced inspection protocol and increased

         12  legal input.

         13                 Our enforcement actions have also

         14  improved the rate at which property owners reach out

         15  to Buildings' inspectors and to the Borough Office

         16  to pursue the Resolution of issues.

         17                 The following include highlights for

         18  the Manhattan Beach pilot enforcement project:

         19                 - fifty-eight properties are being

         20  monitored;

         21                 - we've issued 63 stop work orders;

         22                 - there are four Criminal Court

         23  actions pending for failure to comply with a stop

         24  work order;

         25                 - there are two Criminal Court
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          2  actions pending for zoning and code violations;

          3                 - there are eight properties being

          4  reviewed for possible Criminal Court actions;

          5                 - three resolved properties;

          6                 - and perhaps most importantly, nine

          7  properties that are in the deconstruction phase. In

          8  other words, we're making them take it down.

          9                 Building on the model utilized in

         10  Manhattan Beach, we are establishing a team to

         11  initiate enforcement actions in select

         12  neighborhoods, where projects are being built

         13  undeterred by prior enforcement efforts and contrary

         14  to zoning.

         15                 Funding was provided for two

         16  inspectors, one plan examiner, one architect, one

         17  investigator, one attorney, one paralegal, and one

         18  team manager.

         19                 This multiple disciplinary

         20  enforcement team would investigate and follow

         21  through with enforcement strategies, which are

         22  designed to encourage remediation and send a strong

         23  message of deterrents. Neighborhoods and

         24  developments demonstrating a pattern of

         25  non-compliance will be the subject of this effort.
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          2                 This dedicated team will regularly

          3  monitor, respond at a moment's notice and perform

          4  the due diligence for court as necessary.

          5                 The Department officers a

          6  professional certification program for registered

          7  architects and professional engineers that allows

          8  them to certify that their plans comply with Zoning,

          9  Building Code and other requirements.

         10                 The program aims to reduce the time a

         11  project must wait for a Buildings permit to be

         12  issued.

         13                 Because the Department lacks

         14  sufficient manpower, the professional certification

         15  program enables faster processing on applications.

         16                 The program's goal is to audit 20

         17  percent of all professionally certified applications

         18  within ten days of permit issuance.

         19                 The overall increase in filings, as

         20  well as increase in professionally certified

         21  applications over the last few years, has resulted

         22  in a decline of the percent of audited applications.

         23                 Currently, about 50 percent of the

         24  applications that we receive, or 30,000 of them, are

         25  professionally certified.
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          2                 Early intervention is a critical way

          3  to ensure that buildings are built or renovated

          4  according to applicable laws.

          5                 It is important to continue to

          6  maintain effective oversight over this program.

          7                 In order to continue to meet our

          8  audit target of 20 percent, as well as to continue

          9  to maintain the level of effort required for special

         10  audit, the Department required 19 additional plan

         11  examiners and auditors.

         12                 An additional nine positions will be

         13  added to support this initiative in Fiscal Year '07

         14  and another ten in '08.

         15                 Special audit plan examiners. Market

         16  pressures have generated a significant increase in

         17  overbuilding and changes in use and occupancy.

         18                 The increased complexity of these

         19  applications, the increase in quality of life

         20  complaints from community residents and elected

         21  officials, as well as the record number of

         22  downzoning also contributes to the need to perform

         23  these special audits.

         24                 Borough auditors will perform the

         25  actual audit of selected jobs, and an additional
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          2  seven plan examiners will be added to support this

          3  initiative.

          4                 After Hours Enforcement Pilot.

          5  According to the Administrative Code, construction

          6  is allowed during the hours of seven a.m. through

          7  six p.m. Monday through Friday, with the exception

          8  of one- or two-family dwellings which are allowed to

          9  work on weekends between the hours of ten and four

         10  as of right, exceptions are only given to those that

         11  receive an after hours work variance from the

         12  Department.

         13                 However, there are contractors who

         14  choose to work after hours without a variance issued

         15  by the Department.

         16                 As a result, we have launched an

         17  after hours enforcement pilot to provide same day

         18  response to complaints in all boroughs, during the

         19  period from four p.m. Friday to eight a.m. on

         20  Monday.

         21                 As part of this pilot program,

         22  inspectors will be deployed in all five boroughs

         23  from eight a.m. to four p.m. on Saturday and Sunday

         24  to inspect all complaints.

         25                 Work will be assigned and supervised
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          2  at the borough level and supervisors will track

          3  inspection results for analysis.

          4                 The Department's Emergency Response

          5  Team, or ERT, will provide continuity and support by

          6  conducting inspections Friday, Saturday, and Sunday

          7  night, as well as Monday morning.

          8                 ERT will assist the boroughs by

          9  coordinating the hand-off of residual complaints to

         10  borough supervisors on Saturday and Sunday.

         11                 ERT will also assist by coordinating

         12  deployment of our Building Enforcement Safety Team,

         13  and our Special Projects Inspection Team inspectors,

         14  in support of the borough inspectors in case a local

         15  complaint surges.

         16                 We will provide this program over the

         17  next five weekends. The results of these sweeps will

         18  inform us what type of program we will propose going

         19  forward to address this issue.

         20                 It is our goal to demonstrate to the

         21  construction community and the public that Buildings

         22  can and will respond rapidly throughout the five

         23  boroughs, even on weekends.

         24                 Complaint response.

         25                 The Department continues to strive to
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          2  keep up with ever-increasing volumes of complaints.

          3                 This increase can be attributed to

          4  greater community concerns about preserving the

          5  quality of life in New York's many diverse

          6  neighborhoods.

          7                 The number of rezoning initiatives

          8  has also raised awareness about complying with the

          9  zoning regulations.

         10                 In the current fiscal year to date,

         11  the number of complaints has increased 41 percent.

         12  We expect the year-end total to grow from 96,000 in

         13  Fiscal '05, to over 135,000 in Fiscal '06.

         14                 Significantly, priority A complaints

         15  have increased by an astounding 106 percent during

         16  just the past fiscal year.

         17                 This increase greatly affects our

         18  inspector's productivity because they must be

         19  diverted from their scheduled routes to respond to

         20  these emergency complaints.

         21                 In addition, priority B complaints

         22  which typically involve the quality of life issues

         23  have increased 53 percent over the last year alone,

         24  further increasing inspector's workload.

         25                 I am gratified to report that through
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          2  more efficient inspector routing and more better

          3  research into complaints, we have reduced travel

          4  time and increased inspector productivity and

          5  continue to meet our MMR targets for response times.

          6                 We also continue to expand our

          7  outreach to community boards and civic organizations

          8  to help train them in identifying legitimate

          9  violations.

         10                 Beyond complaints, the volume of

         11  permits is also skyrocketing, from Fiscal Year '02

         12  to Fiscal Year '05, new building permits increased

         13  by 67 percent.

         14                 Residential new building and major

         15  alteration permits are also up. Specifically these

         16  permits have increased 61 percent since Fiscal Year

         17  '02.

         18                 Commercial permits over that same

         19  period have increased by 37 percent. These increases

         20  have impacted our operations and additional

         21  personnel have been extremely helpful in addressing

         22  service level issues.

         23                 The tremendous increase in

         24  construction activity has made it especially

         25  important that the Department of Buildings foster
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          2  responsible construction practices.

          3                 In excavation safety, in November of

          4  2004, released a guide to proper excavation

          5  practices that is now distributed with all new

          6  excavation permits.

          7                 Recently during our construction

          8  safety week, part of the Department's focus was on

          9  excavation safety and outreach throughout the five

         10  boroughs.

         11                 For example, during safety week this

         12  year, we inspected 74 sites in Brooklyn, 18 of which

         13  require follow-up by the contractor, in order to

         14  ensure safety practices.

         15                 The Department's Building Enforcement

         16  Safety Team will continue to monitor excavations to

         17  ensure that the stability of adjoining foundations

         18  and buildings is not compromised.

         19                 The Department is also moving forward

         20  with a rule for increased excavation safety.

         21                 The proposed rule requires 24 hour

         22  notification to the Department prior to the start of

         23  earthwork.

         24                 This will enable our inspectors to

         25  perform timely inspections to determine whether the
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          2  work is proceeding according to accepted safety

          3  standards.

          4                 The proposed rule promotes the safety

          5  of not only adjacent properties and property owners,

          6  but also the workers performing the excavation.

          7                 The Department anticipates publishing

          8  this new rule for comment in a few weeks.

          9                 And now I'm going to skip to page 13

         10  and talk about the construction and certificate of

         11  occupancy volume inspection.

         12                 In Fiscal Year 2006, the agency had

         13  350 inspectors who performed the following types of

         14  inspections: Certificates of occupancy, complaints,

         15  boilers, emergency, high-rise, residential,

         16  amusement ride and cranes.

         17                 Our focus on fostering compliant and

         18  responsible development in the next term will rely

         19  heavily on oversight of work while it is underway,

         20  and this will require more and better trained

         21  inspectors to increase and improve the number of

         22  inspections performed.

         23                 While the number of inspectors has

         24  been on the rise, there are about 100 more since I

         25  first became Commissioner, so has the level of
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          2  construction activity.

          3                 As these trends continue, more will

          4  need to be done.

          5                 The increase in new building permits

          6  and major alteration applications has resulted in a

          7  universe of work that is not inspected in what I

          8  believe is a timely fashion.

          9                 An additional nine inspectors will be

         10  added to support this initiative, so that we can

         11  increase our capacity, be more proactive, and

         12  perform more timely inspections.

         13                 And now I'm going to skip to page 18.

         14                 I am leaving out electronic document

         15  management, Buildings' field inspection technology,

         16  hand-helds for the inspectors, and e-filing phases

         17  two and three.

         18                 Integrity initiatives. Over the past

         19  four years, I have endeavored to restore integrity

         20  to the agency by promoting zero tolerance of

         21  corruption and by reducing corruption risks.

         22                 Enhanced screening of perspective

         23  employees has enabled the Department to minimize the

         24  risk of hiring individuals who may be susceptible to

         25  improper influences.
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          2                 I want you to know that eliminating

          3  corruption has been and continues to be the

          4  cornerstone of my tenure as Commissioner of this

          5  Department.

          6                 We continue to work closely with the

          7  Department of Investigation to deter and eliminate

          8  corruption inside the agency and outside.

          9                 We'll talk about that later.

         10                 The Department has also made a

         11  concerted effort to strengthen licensing background

         12  checks to weed out undesirables within the industry.

         13                 We have pursued a comprehensive plan

         14  to identify unscrupulous expediters who posed as

         15  licensed professionals, or engage in other forms of

         16  criminal conduct.

         17                 In addition, we have just redesigned

         18  the registered expeditor ID card because it too

         19  closely resembled the staff ID card, and as of

         20  August 31st, 2006, only the newly issued ID will be

         21  accepted in all five boroughs.

         22                 This way expeditors will be easily

         23  recognized by security personnel and the public.

         24                 Another key element to improving

         25  integrity in the agency has been the production and
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          2  distribution of our agency's first ever code of

          3  conduct in April of 2004.

          4                 We brought copies for you and we'll

          5  hand them out at the end. They're free.

          6                 Written by Department staff, in

          7  cooperation with the Department of Investigation,

          8  the Code of Conduct is a plain language presentation

          9  of the rules and regulations guiding our architects,

         10  engineers, inspectors, and administrative clerical

         11  staff in their interactions with our customers,

         12  constituents and each other.

         13                 Eliminating corruption requires a

         14  two-pronged approach and we want to make sure that

         15  the industry is aware of the ethical and

         16  professional standards to which our employees are

         17  held.

         18                 We expect our employees to perform

         19  their duties with respect, professionalism and

         20  integrity.

         21                 The revised and updated second

         22  edition of the Code was related on May 17th of 2006.

         23  However, unlike the 2004 code, the '06 Code of

         24  Conduct was not only distributed to our staff, but

         25  also to the people who do business with us and to
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          2  any and all members of the public who wish to obtain

          3  a copy. It's also on our website.

          4                 Now I'm skipping to page 22.

          5                 On May 3rd, I unveiled the

          6  Department's 2006 through 2009 strategic plan, and

          7  here again I have brought copies for you, which

          8  we'll give you after I've finished speaking.

          9                 Continuing along the path of reform

         10  begun in 2002, our Strategic Plan builds upon our

         11  achievements in increasing the transparency,

         12  accountability and efficiency of the agency, and

         13  spotlights the areas in need of attention.

         14                 With goals of ensuring safety,

         15  facilitating compliant development, maintaining a

         16  modern IT infrastructure and continuing to foster

         17  integrity and professional development, we aim to

         18  complete our strategic initiatives by the Year 2009.

         19                 The first and most important of these

         20  is the Model Code program.

         21                 In Fiscal Year 2007 Exec Budget, we

         22  have received $660,000 in model code program

         23  funding.

         24                 This includes environmental

         25  consultant services for the CEQR process, code
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          2  development and training by CUNY and training

          3  materials.

          4                 As I last testified in March, the

          5  plumbing and administrative sections of the new

          6  Building Code for the City of New York were signed

          7  into law by the Mayor in December 2005.

          8                 Local Law 99 that was, would not have

          9  been possible without your support, and we very much

         10  appreciate your efforts.

         11                 The Model Code Program is now deep

         12  into the technical review of the work product of our

         13  13 Technical Committees. We have identified and are

         14  working to fill gaps in the proposed text. One of

         15  the things that we have confirmed during this

         16  process is that New York City is unlike any built

         17  environment in the country. Our density and

         18  associated fire safety needs far surpass those of

         19  other jurisdictions that have adopted variations of

         20  the International Building Code.

         21                 As a result, New York City's

         22  modifications to the IBC will blaze a path for other

         23  urban localities considering adoption of the IBC. We

         24  have taken great care to see to it that our proposed

         25  text respects the unique character of our City.
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          2                 We continue to identify and attempt

          3  to resolve issues and dispute and are harmonizing

          4  our current work product with the legislation

          5  enacted last December. The Department expects to

          6  work closely with you and your colleagues to

          7  finalize the legislative proposal later this year.

          8                 We all realize that the Department of

          9  Buildings remains a work in progress, but please do

         10  not forget how far we have come since 2002.

         11                 We share a common ideal - to give New

         12  York City a premier regulatory agency. I am proud to

         13  look around the Department now and see inspectors,

         14  engineers, architects and experts who are passionate

         15  about New York City's buildings and dedicated to

         16  safety.

         17                 I now see determined individuals

         18  trying to make it easier for our customers to do

         19  business with us.

         20                 We have made some progress, but there

         21  is much left to do. More training, better use of

         22  technology, and further outreach and education to

         23  the community are all top priorities.

         24                 We will build on the gained

         25  transparency and accountability, professionalism and
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          2  integrity and continue to improve the quality of our

          3  services. And I will continue to challenge my staff

          4  to strive for excellence and hope that you will

          5  recognize their efforts.

          6                 Thank you for your time. I look

          7  forward to continuing to work with you to make New

          8  York City a better place to live, work and build.

          9                 CHAIRPERSON WEPRIN: Thank you,

         10  Commissioner.

         11                 In the interest of time, I'm going to

         12  waive my questions and turn it over to my

         13  two-co-chairs, first Chair Dilan, of the Housing and

         14  Buildings Committee.

         15                 CHAIRPERSON DILAN: Thank you, Chair

         16  Weprin. And Commissioner, welcome. It's always good

         17  to see you.

         18                 COMMISSIONER LANCASTER: Thank you.

         19                 CHAIRPERSON DILAN: I just wanted to

         20  briefly touch on just two items, and then I'll, also

         21  in the interest of time, defer questions to my

         22  colleagues.

         23                 The Executive Budget adds $3.1

         24  million for the elevator inspector positions. About

         25  approximately how many inspectors would you be able
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          2  to hire with this amount of funding? Are these

          3  inspectors located within the City? Are they union

          4  employees? And approximately how many inspections

          5  does the contract cover? And does the Department

          6  have future plans to bring this function in-house?

          7                 It appears that this is going to be

          8  contracted out, the elevator inspector service, to

          9  an outside agency? I just want you to clarify that

         10  portion for me.

         11                 COMMISSIONER LANCASTER: Okay. In the

         12  nineties, the Department had a corruption scandal

         13  which involved 35 elevator employees.

         14                 At that time, the agency tried, it's

         15  a hard to hire title, so they hired some elevator

         16  inspectors but were unable to hire enough to

         17  complete all the required inspections. So they split

         18  the number of inspections being done about in half

         19  from in-house inspectors, and also hired private

         20  elevator inspection companies to do some of the

         21  elevator inspections. The way we try to work it is

         22  that an employee does one and then outside firm does

         23  one, and employee does one and then the outside firm

         24  does one.

         25                 The employees, and there are about 35
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          2  of them, are on staff and they are union members.

          3  The private elevator inspectors are not on staff,

          4  and they, to the best of my knowledge, are a member

          5  of a contracting labor -- trade union, but not of

          6  the same local as my inspectors.

          7                 This is a contract that is funded

          8  yearly, not baselined, due to the fluctuation in the

          9  number of elevator inspections that need to be done.

         10                 Okay, so, if I understand correctly,

         11  the agency is not going to contract out the entire

         12  elevator inspector --

         13                 COMMISSIONER LANCASTER: No, it's

         14  about 50/50.

         15                 CHAIRPERSON DILAN: About 50/50? Okay.

         16                 And then I just briefly want to jump

         17  over to the areas of street cutting. One of the

         18  biggest problems, I guess in relation to

         19  installation of plumbing in buildings, one of the

         20  biggest problems the City has experienced is street

         21  cutting work, and how are street cutters currently

         22  found and screened before they begin work?

         23                 Then lastly, what is the current

         24  protocol when a street cutter is found to have

         25  performed faulty work?
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          2                 COMMISSIONER LANCASTER: The good news

          3  is that whereas we do not currently yet license

          4  general contractors who are badly behaved, we do

          5  license plumbing contractors who are badly behaved.

          6                 No, let me take that back. We license

          7  plumbing contractors. We're working on Take Back The

          8  Streets with DOT and other agencies to hold

          9  contractors in better accountability for their work

         10  in the streets. To wit, we can discipline them, both

         11  by stipulation and amount of money, you know, fine,

         12  and/or withdraw their license after due process at

         13  the OATH court, if they are found to be negligent or

         14  irresponsible.

         15                 CHAIRPERSON DILAN: Just briefly,

         16  could you touch on how were they found and how were

         17  they screened prior to being assigned these duties?

         18                 MS. ARNOLD: Council member, it's

         19  Phyllis Arnold.

         20                 Currently --

         21                 CHAIRPERSON DILAN: Good to see you.

         22                 MS. ARNOLD: Nice to see you.

         23                 The Department of Transportation

         24  issues street opening permits to excavators. They

         25  are not licensed per se by either the Department of
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          2  Buildings or DOT.

          3                 We are working with DOT, as the

          4  Commissioner indicated, in pursuit of its Take Back

          5  The Streets Program, under which DOT is proposing to

          6  change its rules to require that those who pull

          7  street opening permits be plumbers, and that would

          8  give us the ability through our disciplinary process

          9  over licensed plumbers to discipline those who leave

         10  the streets in poor repair.

         11                 CHAIRPERSON DILAN: Thank you.

         12                 Council Member Oddo, followed by

         13  Mendez.

         14                 CHAIRPERSON ODDO: Thank you, Mr.

         15  Chairman.

         16                 I just would like to start by putting

         17  on the record the fact that I've met with

         18  Commissioner Lancaster twice I guess in the last

         19  week, and with her staff a third time, as we worked

         20  together to sort of forge a new relationship and put

         21  the day of sort of beating up on the Buildings

         22  Department behind us and try to help them become the

         23  agency they want to be.

         24                 I think with each meeting we have, we

         25  become more enlightened as to just how deep the hole
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          2  is from which they started.

          3                 So, just in the vain, Commissioner,

          4  welcome. And am I correct to say that the Council

          5  actually added money to DOB's budget last go around?

          6                 COMMISSIONER LANCASTER: Yes, we got

          7  funding for 15 new inspectors.

          8                 CHAIRPERSON ODDO: And that was

          9  roughly how much money?

         10                 COMMISSIONER LANCASTER: Times 60,000.

         11                 CHAIRPERSON ODDO: Say that again.

         12                 COMMISSIONER LANCASTER: Times 60,000,

         13  approximately.

         14                 CHAIRPERSON ODDO: Okay.

         15                 COMMISSIONER LANCASTER: So, $500,000.

         16                 CHAIRPERSON ODDO: And that money was

         17  not baselined, that was a year-to-year allotment?

         18                 COMMISSIONER LANCASTER: That's

         19  correct.

         20                 CHAIRPERSON ODDO: In your testimony

         21  on page seven you talk about professional

         22  certification, which obviously on, you know, in all

         23  five boroughs, in all corners of the City, we as

         24  elected officials get complaints about professional

         25  certification. And you talk about how you're
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          2  actually adding nine positions, but there are

          3  another ten, I guess that the Administration, OMB

          4  has funded in Fiscal Year '08.

          5                 COMMISSIONER LANCASTER: '08, yes.

          6                 CHAIRPERSON ODDO: So, I guess that's

          7  ten times 60 again, 60,000, to move those up from

          8  '08 to '07.

          9                 COMMISSIONER LANCASTER: I'm

         10  corrected, it's 70,000.

         11                 CHAIRPERSON ODDO: Seventy thousand.

         12  So, to move those from '08 to '07 is another

         13  $700,000?

         14                 COMMISSIONER LANCASTER:

         15  Approximately, yes.

         16                 CHAIRPERSON ODDO: Okay.

         17                 The auditors that you talk about, on

         18  the special audit plan examiners, you talked about

         19  the borough auditors that will perform the actual

         20  audit of the selected jobs, could you tell me the

         21  qualifications, the requirements they have to have?

         22  How well trained are they and are there specific

         23  educational background requirements, or "who are

         24  these people?" In the words of Jerry Seinfeld.

         25                 COMMISSIONER LANCASTER: Sure.
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          2                 The posted jobs for auditors require

          3  a college degree and five years experience in the

          4  field.

          5                 We have stopped short of requiring

          6  registration for all assistant plan examiners. But

          7  you're touching on an important issue which can be

          8  answered in another way as well, which is that

          9  because plan examination, and auditing, I'm equating

         10  those two, are something that no industry sector

         11  does except us, we have to train every plan examiner

         12  that starts from scratch when they enter the

         13  Department. So, what we've been doing is moving some

         14  of the more senior seasoned plan examiners to audit

         15  and plan examine the more complicated jobs, but just

         16  getting more heads doesn't solve the problem.

         17                 We also need to have, and which we

         18  have gotten training money, to train, intensively

         19  train the new people coming in to keep the pipeline

         20  moving so that we end up with seasoned people at all

         21  times. And I'm sad to say that in 2002 we lost 47 of

         22  our most seasoned highest quality, most qualified

         23  technical people to the buy-out, and it's been tough

         24  recovering from that.

         25                 CHAIRPERSON ODDO: The issue of plan
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          2  examiners was raised in my meetings with the

          3  architect industry, architect profession, the AIA

          4  group that I met with, it was raised again in our

          5  first public forum. I know Chairman Dilan and

          6  Councilman Vacca, as part of their Council

          7  initiatives, are pushing for more money for plan

          8  examiners.

          9                 I can't, to my colleagues, I can't

         10  stress enough how important they are, because I

         11  think they're the sort of gateway, and if they mess

         12  up, you know, that's one of the gates where we can

         13  stop any wrong doing.

         14                 COMMISSIONER LANCASTER: You're

         15  absolutely right.

         16                 CHAIRPERSON ODDO: Any mistakes, any

         17  attempts to circumvent the process.

         18                 Just getting to the, going back to

         19  the point that the Chairman raised on the street,

         20  the Take Back The Streets Initiative, the Mayor

         21  announced that in the State of the City early in the

         22  year, so is DOT the lead agency, are you the lead

         23  agency or --

         24                 COMMISSIONER LANCASTER: DOT is the

         25  lead on that, yes.
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          2                 CHAIRPERSON ODDO: Is the lead, okay.

          3                 COMMISSIONER LANCASTER: With assists

          4  from DEP and DDC, as well as us.

          5                 CHAIRPERSON ODDO: Okay.

          6                 One question on the licensing. You

          7  mentioned the licensing about general contractors.

          8  We had a hearing on various pieces of legislation

          9  about licensing demolition, and I appreciate the

         10  cooperation, as we kind of find the right language

         11  to make the bill narrowly tailored.

         12                 But let me ask you this: Since we're

         13  talking budget, would passing a bill on general

         14  contracts, say in October of this year, have a

         15  fiscal implication that would require you to add

         16  more staff? And should we be, we being the Council,

         17  talk about that now?

         18                 COMMISSIONER LANCASTER: Good idea.

         19                 CHAIRPERSON ODDO: So that we don't

         20  leave you with an unfunded mandate later on?

         21                 COMMISSIONER LANCASTER: No, it's a

         22  point well taken.

         23                 By the way, since we've been doing

         24  the digital badging and spacing out the due dates

         25  for licenses, it isn't an enormous lift, but we
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          2  should think about that.

          3                 CHAIRPERSON ODDO: Okay.

          4                 All I would ask, if you could work

          5  up, your staff work up some numbers so we know that.

          6                 And the other thing is, Consumer

          7  Affairs was in here testifying, Commissioner, and

          8  talked about his licensing center, and he was

          9  speaking glowingly about it, so if we ever come up

         10  to that day --

         11                 COMMISSIONER LANCASTER: They can

         12  double up with them or something.

         13                 CHAIRPERSON ODDO: Is that Charles

         14  Barron I hear? On my left, as usual.

         15                 COUNCIL MEMBER BARRON: I got your

         16  back.

         17                 CHAIRPERSON ODDO: You got my back.

         18  That's why I'm sweating.

         19                 Actually, you know what? That's it. I

         20  just again, I appreciate the level of cooperation,

         21  and hopefully, in this process, in this budget

         22  process, we will add some money on. Although, I have

         23  to say to my friends in the Administration, you

         24  know, we've done it with City Planning the last two

         25  years, but it's much more effective use of money if
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          2  the money is baselined. The agency has had a

          3  workload increase, as a result of, frankly, all of

          4  ours, the Mayor's interest in growth management and

          5  our interest, and I would just hope that at some

          6  point the Administration realizes it's much better

          7  to baseline numbers.

          8                 Let me just say one other thing,

          9  Commissioner, one piece of advice.

         10                 I know the infrastructure of some of

         11  the borough offices is really disgraceful, and I

         12  would just give you the advice I say to my

         13  colleagues. Next year during the Preliminary Budget,

         14  prior to us having to submit our Reso A money, you

         15  make that point to this Council and some Council

         16  Members would actually pony-up some money. It's

         17  really, again, I'll use the word, I won't say

         18  disgraceful, it's a little too strong. It's really

         19  unfortunate that it falls to Council members. I'm

         20  putting money in for a firehouse, so it becomes a

         21  little more livable, and it's crazy that Council

         22  members or elected officials have to put that money

         23  in, it should really be coming from the

         24  Administration.

         25                 But if the reality is it is not, I
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          2  would ask that you ask individual members to think

          3  about, it's not glamorous, I don't know if you get a

          4  press conference, you get a pat on the back, but for

          5  us to be genuine and criticize you and expect more

          6  of your agency, you really have to have workable

          7  conditions and livable conditions. And I think in

          8  some agencies -- if you throw that out there, maybe

          9  there will be some Council members who will be

         10  willing to step up and give you some Reso A money to

         11  help the situation.

         12                 COMMISSIONER LANCASTER: We look

         13  forward to working with you.

         14                 CHAIRPERSON DILAN: That Jimmy Oddo,

         15  he can be your worst enemy or your best friend. You

         16  never know.

         17                 Council Member Mendez.

         18                 COUNCIL MEMBER MENDEZ: Thank you very

         19  much, Mr. Chair.

         20                 Commissioner Lancaster, if I was to

         21  tell you that my staff and I have been very

         22  frustrated by the amount of after hours work, I

         23  would be actually not conveying our frustration, and

         24  that does not compare to the tenants who reside in

         25  these buildings, who often times call my office
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          2  crying because they cannot rest, and sometimes this

          3  is done as a measure of harassment.

          4                 I'd like to know what mechanism and

          5  penalties are in place for catching and deterring

          6  after hours work.

          7                 We've had many cases in my district

          8  where workers, owners are doing work well after

          9  11:00 p.m. on a weeknight and six a.m. on a weekend

         10  morning, without any variances, and sometimes the

         11  variances are for the ten to six range but they're

         12  there earlier and the inspectors do not get there to

         13  catch them.

         14                 And despite community calls to 3-1-1

         15  and from our office, there seems to be no punitive

         16  measures or anything to hold these owners

         17  accountable for violating these after work hour

         18  variances or lack of variances in those cases. And I

         19  was wondering if there is any way that you can

         20  partner up with the Police Department because, you

         21  know, as a former NYCHA resident, I can tell you

         22  that they work very closely with NYCHA to find out

         23  when individuals who are not supposed to be residing

         24  in NYCHA are there. And, so, is there a way that we

         25  can get the two agencies working more closely
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          2  together, and to have some real punitive measures?

          3                 FIRST DEPUTY COMMISSIONER LiMANDRI:

          4  My name is Bob LiMandri. I'm First Deputy. I'll take

          5  the question.

          6                 There is two pieces to this which is

          7  after hours work permits are given by the Department

          8  based on architects and engineers identifying the

          9  safety related issue that goes on in the City.

         10                 And as you know, there are people

         11  that push the envelope.

         12                 The program that the Commissioner

         13  spoke about earlier, which describes us putting

         14  inspectors in the boroughs on Saturdays and Sundays

         15  and coordinating and doing a hand-off with our

         16  emergency response team, is to get to the bottom of

         17  how often does it happen, and to what extent. And

         18  the idea here is to identify if we can build a

         19  program around it.

         20                 Specifically, After Hours Work

         21  Variances and enforcement mechanisms we have to do

         22  with ECB process, et cetera, and as you know, you

         23  can go to ECB court, pay the fine, et cetera.

         24                 However, what we want to do is we

         25  want to see if we can identify in the particular
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          2  neighborhoods, is it a particular contractor, is it

          3  a particular organization, is it a particular

          4  problem that we can perhaps deal with?

          5                 So, over the next five weekends we

          6  expect to get some data from that, be able to put

          7  together a program and figure out is that a program

          8  that we do on a regular basis, or can we afford to

          9  do that every weekend or every evening? And once we

         10  do that, we can get back to you with data.

         11                 COUNCIL MEMBER MENDEZ: Can you tell

         12  me what percentage of plans are audited and what

         13  percentage of those are self-certified plans?

         14                 FIRST DEPUTY COMMISSIONER LiMANDRI:

         15  Approximately, depending on the borough, generally

         16  speaking approximately 50 percent of the plans,

         17  which is about 30,000 applications professionally

         18  certified today, and we audit currently, in this

         19  last quarter we have a 17.3 percent audit rate.

         20                 COUNCIL MEMBER MENDEZ: And how many

         21  of that is self-certified?

         22                 FIRST DEPUTY COMMISSIONER LiMANDRI:

         23  What I'm quoting is the self-certification, the

         24  number. So, we have a target of 20 percent audit of

         25  the professionally certified jobs. So out of those
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          2  applications I've just described, we have audited 17

          3  percent of those.

          4                 COUNCIL MEMBER MENDEZ: And in my

          5  district, we're having lots of problems with what I

          6  call "repeat offenders," and I want to know if there

          7  is any way to track them?

          8                 You talked about that you're trying

          9  to compile a list of contractors, owners, but

         10  certainly in my district these repeat offenders that

         11  we've trained and your office has been trying to

         12  help us with are continuously skirting the stop work

         13  orders, and they continue to keep self-certifying

         14  plan. And I just need to know if there is any, you

         15  know, way of tracking people with prior offenses or

         16  violations, because clearly in my district, this is

         17  a prediction of what will come in the other

         18  buildings that they're doing work in.

         19                 FIRST DEPUTY COMMISSIONER LiMANDRI:

         20  What I would suggest is we can go off line and

         21  Marietta Kremedis, who is with us today, we can look

         22  at the district, go through what you've been through

         23  already and identify targets. If you believe that

         24  it's a particular contractor, we can do some

         25  research on those projects that you've been working
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          2  with us on, we can follow up with you.

          3                 COMMISSIONER LANCASTER: The other

          4  part of the answer is that what we're finding, which

          5  I think you Council Members will be glad of, is that

          6  in general what you're saying is true across the

          7  City, that there are very few individuals that do

          8  very many bad things, and I'm talking about

          9  architects and engineers, and that what we're

         10  working on is new enforcement tools to try to get

         11  them off being able to professionally certify at the

         12  very least, and maybe get them debarred.

         13                 So, we have a couple of cases in

         14  process now, our friend Scurrano (phonetic) being

         15  one of them, where we're trying to not -- to prove

         16  that they purposely avoided the Building Code and

         17  the Zoning Resolution is very, very difficult.

         18  That's been the difficulty in the past. But now

         19  we're trying to, because they file so often, we're

         20  trying to take the numbers of times they do the same

         21  thing wrong, even after they've been told it's

         22  wrong, and get them that way.

         23                 We'll work with you on that.

         24                 COUNCIL MEMBER MENDEZ: Also, it's not

         25  just the contractors, or the engineers. We have
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          2  someone in our district that's a developer, that's a

          3  corporation, that's changed its name various times

          4  and jumps from architect to architect to try to

          5  really skirt the law so no pattern can be found, and

          6  there has to be a way of piercing that corporate

          7  veil, finding the repeat offender and tracking this

          8  person, and having real punitive measures imposed on

          9  such a person.

         10                 COMMISSIONER LANCASTER: Yes. And

         11  that, in the Manhattan Beach pilot program, we're

         12  taking them to court.

         13                 COUNCIL MEMBER MENDEZ: Well, I would

         14  love a pilot program in what is called the East

         15  Village, I still call it the Lower East Side. We

         16  certainly need it there.

         17                 Let me just ask you one last

         18  question.

         19                 COMMISSIONER LANCASTER: Why don't I

         20  have Marietta contact you and we'll set something up

         21  and see if we can take a look at that.

         22                 COUNCIL MEMBER MENDEZ: We've already

         23  been working very closely with Marietta, and it's

         24  been helpful, but there's so much going on in my

         25  district that it's really overwhelming.

                                                            153

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2                 And if you could just please walk me

          3  through the entire process of what happens when an

          4  owner fails an audit, and what point a stop work

          5  order is issued or really issued, and how many

          6  actually have been issued during a ten-year?

          7                 FIRST DEPUTY COMMISSIONER LiMANDRI:

          8  What I'll do is I'll go through the typical process,

          9  and then any specifics on your district and

         10  particular addresses that you'd like information on,

         11  we can give that to you.

         12                 The one thing that we did not talk

         13  about in the testimony is the stop work order flag.

         14                 We are currently on the building

         15  information system which is completely transparent

         16  to you and your constituents.  On the property

         17  profile page, in a few weeks we will be putting a

         18  banner up, basically identifying if that property

         19  has a stop work order on it.

         20                 This is significant, because in the

         21  past there has been confusion. When we go we put a

         22  stop work, the community is happy and excited, they

         23  know that things have been stopped, or there is

         24  remedial work that needs to be done, and essentially

         25  to make it safe but they're essentially not going to
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          2  be doing any work. They come back in, we discuss

          3  with them, they come to resolution and then we lift

          4  the stop work.

          5                 The issue here is, one, is to be able

          6  to communicate wherever there is a stop work on

          7  whatever property, it will have a banner and that

          8  will identify it for you.

          9                 Generally speaking, they come in, we

         10  identify objections, they have -- we give them those

         11  objections, they come in with -- they make an

         12  appointment within ten days, they identify if they

         13  can resolve those projections. If we feel that those

         14  objections can't be satisfied or there is not

         15  compliance, we go ahead and raise a stop work. That

         16  stop work will actually put into place, and then

         17  from that point forward there is a back and forth

         18  between us and the architect or engineer.

         19                 Once that gets resolved, we lift the

         20  stop work and a remedial action will be taking

         21  place, and they go back to work.

         22                 COUNCIL MEMBER MENDEZ: Just one last

         23  question.

         24                 Are your inspections always

         25  coordinated with the owner of a building?
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          2                 FIRST DEPUTY COMMISSIONER LiMANDRI:

          3  Can you just elaborate?

          4                 COUNCIL MEMBER MENDEZ: Well, you

          5  know, we did a walk-through the other day with some

          6  inspectors and my Borough President, Scott Stringer,

          7  was with me and by the time we got there, all of the

          8  egregious complaints, which was a week later, had

          9  been taken care of by the owner in anticipation of

         10  the inspection.

         11                 And I don't know if it was just

         12  'cause it was coordinated with my office and the

         13  Borough President, but are there surprise

         14  inspections? Or are they always coordinated with the

         15  owner to get access into these buildings?

         16                 FIRST DEPUTY COMMISSIONER LiMANDRI:

         17  We don't call ahead when we do an inspection. If

         18  that's what you're asking.

         19                 We do make an arrangement for what we

         20  call a sign-off inspection. So, for example, we'll

         21  go and identify if someone wants to get a sign-off

         22  for construction or inspection, we will contact the

         23  contractor and tell them, yes, we're going to be

         24  there. We're going to meet your date, you're going

         25  to walk us through the site, we're going to look at
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          2  the plans and we're going to sign off that job.

          3                 The reason for that is that we don't

          4  want to waste manpower. We want them to tell us when

          5  they're ready so that we can go.

          6                 But when we do sweep inspections,

          7  whether it's our residential sweep program, they are

          8  unannounced. Or if we have been there on a complaint

          9  inspection and we want to go back and reinspect, we

         10  don't necessarily call them back unless it has to do

         11  with a stop work order.

         12                 And what we want to do is we want

         13  them to demonstrate to us that they've fixed the

         14  egregious conditions. So, in that case we would say

         15  we're not going to come until you're ready. You call

         16  us when you're done, and then we will show.

         17                 COUNCIL MEMBER MENDEZ: Thank you.

         18                 And just for the record, since I'm

         19  sitting to the left of Councilman Barron, I have to

         20  say that I take exception to the word manpower,

         21  maybe you can just say people power in the future.

         22  Thank you.

         23                 CHAIRPERSON DILAN: Gotcha.

         24                 CHAIRPERSON ODDO: May I just jump in

         25  on that, and just to follow up on Council Member

                                                            157

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  Mendez's point.

          3                 The problem is, and we talked about

          4  this privately, and we have to address this. The

          5  problem is the violation of the stop work order.

          6                 Part of it, and the BIZ system will

          7  help inform the community that in fact there is a

          8  stop work order, the problem is a lot of my

          9  constituents know there is a stop work order and

         10  they see it violated, and in Staten Island, and at

         11  least I would venture to guess in all boroughs, we

         12  can't rely on the Police Department, because they're

         13  not responding to quality of life calls because

         14  there are so few of them. That's where we need to

         15  strengthen the process as well.

         16                 FIRST DEPUTY COMMISSIONER LiMANDRI:

         17  Agreed.

         18                 With the Manhattan Beach project,

         19  what we did was we reformatted the stop work order

         20  and put, served the owner. And in this case, in

         21  order to serve the owner, we actually put language

         22  in that the owner is responsible that the stop work

         23  order is not to be taken down.

         24                 If it does, we can take them to

         25  criminal court. And this was significant. There are
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          2  several properties in that neighborhood where it is

          3  their responsibility, the owner's responsibility,

          4  it's the guy who has the checkbook, that the one who

          5  benefits from the construction and he rips, or

          6  someone rips down the sign and then they go back to

          7  work. So, essentially in this pilot, what we did was

          8  we served the owner, not just the contractor, not a

          9  painter, we're talking to the owner, serving them,

         10  putting them on notice, and on the stop work order

         11  identifies that they must dial 3-1-1 and notify us

         12  when that stop work order is ripped down. That,

         13  therefore, puts them on notice that they are

         14  responsible to keep that site free of work.

         15                 And they can't claim that they don't

         16  know what's going on in their own job site. And we

         17  think that if we implement this Citywide, it will

         18  have a large effect. Certainly when it's egregious,

         19  and we feel that we need to reach out to the Police

         20  Department, they do come, they do respond, we do

         21  work with the chiefs in those districts; however, we

         22  can't do that on a regular basis, it's not a viable

         23  option on a regular basis, and what we want to do is

         24  explore other opportunities to do that, and this is

         25  one of them.
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          2                 Once the owners realize that we go

          3  after them criminally, we believe that it will act

          4  as a deterrent. It won't be a panacea for it all,

          5  but it will make some headway.

          6                 CHAIRPERSON DILAN: Okay. Before we

          7  get to Council Member Brewer, I just wanted to

          8  clarify something that I see in our internal

          9  documents on the Special Manhattan Beach Task Force.

         10  It appears, according to our documents, that your

         11  agency, I guess like the work that that task force

         12  has done, and maybe you can confirm this or not, is

         13  maybe you can consider this as a roving Citywide --

         14                 COMMISSIONER LANCASTER: That's

         15  correct.

         16                 CHAIRPERSON DILAN: Then the next

         17  fight is going to be which neighborhood gets the

         18  services of the task force next.

         19                 COMMISSIONER LANCASTER: Although, as

         20  Chair of your Committee, I would imagine you would

         21  have some say over that.

         22                 CHAIRPERSON DILAN: But I finally

         23  figured out why Jimmy was being so nice.

         24                 Council Member Brewer.

         25                 COUNCIL MEMBER BREWER: If you could
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          2  do it like HPD does, and they sat down with Council

          3  members kind of on a list where the worst violations

          4  were to start with and then did it that way, that's

          5  the TSAP program that we initiated. That might be

          6  one way to do it.

          7                 My question is this: Picking up in

          8  the after hours, obviously on the West Side, that is

          9  also an issue, although your staff was very

         10  responsive, you said you had launched it, I just

         11  didn't know how many more people are going to be

         12  assigned, and also is that part of the increase in

         13  terms of inspection, that inspectors, I think you

         14  mentioned nine, or is this coming from a different

         15  group of people? In other words, are there more

         16  people assigned to the weekends, is what my question

         17  is?

         18                 COMMISSIONER LANCASTER: Oh, yes,

         19  we're using overtime.

         20                 COUNCIL MEMBER BREWER: You're using

         21  overtime. So, it's not more individuals, that's

         22  using overtime.

         23                 COMMISSIONER LANCASTER: Correct.

         24                 COUNCIL MEMBER BREWER: And so the way

         25  it would work then, was if there is a need for an
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          2  inspection on the weekends, because one of the

          3  problems, no surprise to you is, the inspection, the

          4  person is doing the illegal work on the weekend, and

          5  of course we call 3-1-1, or the resident calls

          6  3-1-1, but by the time the inspector gets there,

          7  because up to now it's been short staffed, the work

          8  is not happening, and if you don't see it as an

          9  inspector, understandably you can't issue any

         10  summons and so it's hard on the residents, because

         11  they feel that you weren't responsive, may have been

         12  responsive, but there was no work happening.

         13                 COMMISSIONER LANCASTER: That's

         14  exactly what this program is trying to address. And

         15  by the way, if you want to give your IGA a hot list

         16  of properties in your area that you're particularly

         17  concerned about working, we will tell them to go

         18  drive by.

         19                 COUNCIL MEMBER BREWER: Okay, I

         20  appreciate that. That's what the problem has been up

         21  to now. But in general --

         22                 COMMISSIONER LANCASTER: Up to now we

         23  haven't had people working on weekends.

         24                 COUNCIL MEMBER BREWER: That was why

         25  there was no response.
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          2                 Say, for instance, there is a stop

          3  work order issued, how does that happen? Does that

          4  happen when the inspector goes there and sees that

          5  there is illegal work going on, or is there more

          6  paperwork involved? How does a stop work order take

          7  place initially?

          8                 COMMISSIONER LANCASTER: It can take

          9  place immediately. Generally they go back to the

         10  office and write it and then post it the next day.

         11                 COUNCIL MEMBER BREWER: Okay. And, so,

         12  correctly, because I'm the only one interested,

         13  skipped over and it made sense on the technology

         14  front, but I did read it anyway. And so my question

         15  is, you have a new needs request I think for

         16  hand-helds, what exists now that can help speed up

         17  this process? What are you requesting?

         18                 COMMISSIONER LANCASTER: We're in the

         19  initial phases of a program to provide hand-held

         20  devices for all the other inspectors besides

         21  plumbing. Plumbing has it now and they issue a

         22  written receipt in the field. The project is at the

         23  Comptroller's Office, waiting for phase 1

         24  registration. So, is there anything the Council

         25  Member could do to help Marilyn?
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          2                 COUNCIL MEMBER BREWER: You could call

          3  Eddie Castell and tell him to hurry up.

          4                 DEPUTY COMMISSIONER KING-FESTA: Okay,

          5  Marilyn King-Festa, Deputy Commissioner of

          6  Technology and Analysis.

          7                 We got some good news today. I

          8  believe that we got over a hurdle with the

          9  Comptroller today, and we should be getting that

         10  registered probably within the next day or so.

         11                 COUNCIL MEMBER BREWER: So that would

         12  men, when they're purchased and so on, that would

         13  mean that a weekend inspector, for instance, who

         14  sees an infraction could, in fact, communicate it,

         15  and if it's necessary to stop it immediately, that

         16  kind of dialogue could go on.

         17                 DEPUTY COMMISSIONER KING-FESTA: In a

         18  much more timely manner.

         19                 COUNCIL MEMBER BREWER: I assumed that

         20  the content would include the history of the

         21  particular building?

         22                 DEPUTY COMMISSIONER KING-FESTA: Yes,

         23  we're going through the requirements analysis right

         24  now, that one of the things is that for every

         25  inspector we want to somehow pull together a summary
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          2  of that property, and have that available to the

          3  inspector as they go out.

          4                 COUNCIL MEMBER BREWER: Okay, that

          5  will make a big difference. What's the timing on

          6  that, do you think from registration to

          7  implementation, just generally?

          8                 DEPUTY COMMISSIONER KING-FESTA: Our

          9  phase one is for electrical inspections.

         10                 COUNCIL MEMBER BREWER: Okay.

         11                 DEPUTY COMMISSIONER KING-FESTA: And

         12  we should have that, by, it's probably a six-month

         13  process, and then we begin within the next, say a

         14  year, it's an 18-month program, if you will.

         15                 COUNCIL MEMBER BREWER: Right. So,

         16  about 18 months for the inspectors.

         17                 DEPUTY COMMISSIONER KING-FESTA: We

         18  should get through all the disciplines by that time.

         19                 COUNCIL MEMBER BREWER: Just finally

         20  something that you have been working on, Donald, in

         21  particular, the illegal tourism, I know that we have

         22  a meeting this Thursday. I know that it's certainly

         23  fallen into your lap, as well as the hopefully

         24  reinforced midtown enforcement. But as you know,

         25  this issue of individuals who are either through a
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          2  company or on their own, renting as a hotel, and it

          3  has become a widespread, channel nine did a big

          4  expose the other day regarding a regular apartment

          5  building, not an SRO, not a hotel that is permanent,

          6  which I think should remain as such, but regular

          7  apartment building, 50 units overnight becoming

          8  illegal hotels.

          9                 Have you had more discussion about

         10  this internally? Certainly we're pushing to get more

         11  funding for the Midtown enforcement, which as I

         12  understand it can help with the investigation while

         13  you do the inspection. I'm quite up on this topic.

         14                 MS. ARNOLD: I respect that.

         15                 COUNCIL MEMBER BREWER: I want to get

         16  rid of these people.

         17                 MS. ARNOLD: We are sort of deeply

         18  involved with a number of agencies, including the

         19  Law Department, in an effort to coordinate a

         20  response, both operational and legal, to address the

         21  problem. I think there are a variety of complaints

         22  that have come in over the problem and we are keenly

         23  aware of it, and trying to mount the appropriate

         24  strategy to deal with it.

         25                 COUNCIL MEMBER BREWER: Okay, thank
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          2  you.

          3                 COMMISSIONER LANCASTER: Council

          4  Member Brewer, I know of your interest in

          5  technology. I was hoping that you would ask the

          6  question about our document management system.

          7                 COUNCIL MEMBER BREWER: I read it. I

          8  didn't think anybody else would be interested, and

          9  they'll kill me, behind me.

         10                 CHAIRPERSON DILAN: Commissioner, we

         11  certainly don't want any unsolicited questions.

         12                 COMMISSIONER LANCASTER: Well, I was

         13  hoping we could make it go away with that project.

         14  This is one folder.

         15                 COUNCIL MEMBER BREWER: That's

         16  wonderful. That's fabulous.

         17                 CHAIRPERSON DILAN: Yes, that

         18  definitely needs to be on a computer.

         19                 COUNCIL MEMBER BREWER: Thank you very

         20  much for showing everybody.

         21                 CHAIRPERSON DILAN: And for the

         22  record, I do support all of the new technology

         23  initiatives at the Department, and I look forward to

         24  voting on the adoption of the budget process.

         25                 COMMISSIONER LANCASTER: Thank you.
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          2                 CHAIRPERSON DILAN: Council Member

          3  Sears, followed by James, and that will be the end

          4  for the Department of Buildings. And then we'll be

          5  joined right afterwards by the New York City Housing

          6  Authority.

          7                 COUNCIL MEMBER SEARS: Thank you, Mr.

          8  Chair. I will be very, very brief. And thank you

          9  very much for, I think you've done a wonderful job

         10  with the agency, I really do.

         11                 My question is really, it's a

         12  follow-up to Councilman Oddo and Councilman Mendez,

         13  Councilwoman Mendez, my question is, yes, I agree

         14  with you, there are more good developers around the

         15  City and that's evidenced by all the good work that

         16  we see. And the bad ones are very few and far

         17  between. So, my question is, how do they continue to

         18  get permits to do the same bad stuff that they do?

         19  And I could tell you, I could take you all over

         20  Queens, and you will see the same one or two

         21  developers doing it. And I've been asked that

         22  question by people, just from all over, and every

         23  civic group, and I understand what the confines are,

         24  and the reason I ask that, one, maybe there's more

         25  money that's needed to get at that, and stop work
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          2  orders, yes, have been there, and then they're

          3  abandoned.

          4                 And then in residential areas, the

          5  buildings, or private homes with senior citizens

          6  living in, are left with illegal underpinning, and

          7  then the developer using the same name goes several

          8  blocks away and does the same thing.

          9                 So, I don't know whether what is

         10  where, but that really needs to be addressed and I

         11  can tell you, it's proliferating in Queens, and

         12  proliferating in parts of Brooklyn, and I know

         13  there's more to it than that, and I know what the

         14  laws are and what you're really restricted to, but

         15  there seems to be a difference as to what you really

         16  are empowered to do, and then what the individual

         17  has to do through the court system.

         18                 COMMISSIONER LANCASTER: That's

         19  correct. And if you think that you're frustrated,

         20  then you should wear our shoes as well. Because the

         21  idea that we don't have any teeth in our enforcement

         22  is an enormous frustration.

         23                 COUNCIL MEMBER SEARS: Well, does that

         24  have to be changed through the Council? That's why

         25  I'm raising this question.
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          2                 COMMISSIONER LANCASTER: Council

          3  Member Oddo and I have talked about general

          4  contractor licensing, and that certainly is one

          5  thing that will help an awful lot, because if you

          6  could pull someone's license and they couldn't work

          7  in the City again if they did egregious things, it

          8  would get their attention.

          9                 That said, the problem is on all

         10  levels of the stratta, so we would want to also go

         11  after owners, also want to go after architects and

         12  engineers, as well as contractors, as well as

         13  demolition contractors, as well as everybody else

         14  who does these bad things. And I think that, you

         15  know, I don't want to put all our eggs in one

         16  basket, but the Manhattan Beach, thinking of some --

         17  thinking out of the box, in terms of making it a

         18  felony to rip down a stop work order, has really

         19  helped.

         20                 So, we think that as we bring

         21  slightly different tools, enforcement tools to bear,

         22  we can do more effective enforcement.

         23                 That said, there are some of these

         24  guys, and you know the names as well as I do.

         25                 COUNCIL MEMBER SEARS: They have been
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          2  in papers, there have been press conferences?

          3                 COMMISSIONER LANCASTER: We tried to

          4  pin it, we tried to get them, and they have been

          5  smart enough where they work the system that they

          6  can't.

          7                 So, we would be able to use your help

          8  and anyone else who can in helping us to find bad

          9  things that they've done and aggregate them in such

         10  a way that we can bring a Criminal Court case

         11  against them.

         12                 COUNCIL MEMBER SEARS: Well, I

         13  appreciate that. And certainly we do that, and I can

         14  show Marietta from one community to another. The

         15  fact is that it requires far greater amounts of

         16  money for the individual to do that, than what they

         17  basically have. We're talking about a lack of money,

         18  the age of the individuals, not the age of the home,

         19  and we're talking about breaking the law, having

         20  stop work orders and then they abandon it, leave the

         21  violations to the existing house, and then they go

         22  around, the same developer does another housing

         23  project.

         24                 And to ask the individuals to engage

         25  lawyers, and this was raised in a big civic meeting,
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          2  to get, to engage lawyers, and to spend that kind of

          3  money is a very difficult thing for individuals to

          4  do, particularly the elderly.

          5                 COMMISSIONER LANCASTER: Oh, no, no.

          6  We'll go after them.

          7                 COUNCIL MEMBER SEARS: Well, they were

          8  told. I spent a day in buildings in Queens, and they

          9  were told there was no recourse but to actually do

         10  it through the courts.

         11                 I mean, and that has nothing to

         12  basically do with you, because I think that you

         13  have, as I said earlier, I think the agency has

         14  changed enormously.

         15                 So, I'll be happy to discuss it with

         16  anyone, and actually show them the sites. Pictures,

         17  you won't believe it. The same developer. So that's

         18  what we do, who gets all over the City.

         19                 Thank you.

         20                 COMMISSIONER LANCASTER: Thank you.

         21                 COUNCIL MEMBER SEARS: You've answered

         22  my question.

         23                 CHAIRPERSON WEPRIN: Thank you,

         24  Council member.

         25                 And the last questioner, for a very
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          2  brief question, we have the New York City Housing

          3  Authority Chairman and staff waiting outside,

          4  including I understand Commissioner Margarita Lopez.

          5                 Council Member James.

          6                 COUNCIL MEMBER JAMES: Commissioner

          7  Lancaster, this is a comment, some comments, and we

          8  can follow up off line. One, I'm happy to see that

          9  you're going to be increasing the number of

         10  inspectors, or the Executive Budget proposes to

         11  increase the number of inspectors for construction

         12  and certificate of occupancy.

         13                 I want to give you a status report on

         14  Brooklyn. We're doing well in the absence of

         15  Commissioner Hinckson (phonetic). Thank you, Council

         16  Member Oddo, thank you very much. The new

         17  Commissioner is doing well. He's adjusted well, and

         18  he's being very responsive. I just wanted to let you

         19  know the report thus far is he's received an A

         20  minus.

         21                 COMMISSIONER LANCASTER: Thank you.

         22                 COUNCIL MEMBER JAMES: You're welcome.

         23  But let me talk to you. Mr. Kramer, thank you for

         24  returning my phone call. I reached out to Mr. Kramer

         25  to inquire about a 30-story condo, which is going up
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          2  in my district, all luxury housing, but they're not

          3  required to provide for any parking and I don't

          4  understand that.

          5                 COMMISSIONER LANCASTER: No, that's

          6  incorrect. They are required to provide parking, but

          7  the parking need not be on that very same site. So,

          8  their drawings show -- they're working with a site

          9  that's within 600 feet of the 30-story building,

         10  it's actually 28 stories.

         11                 COUNCIL MEMBER JAMES: I think he's

         12  going to report something to you.

         13                 Well, I'd like to know where that

         14  site is because I know of no parking garage within.

         15  Go ahead.

         16                 COMMISSIONER LANCASTER: Yes, they own

         17  two other properties. Why don't we get back with you

         18  on that.

         19                 COUNCIL MEMBER JAMES: Okay.

         20                 And then the other issue is my

         21  favorite development, which I know the Chairman is

         22  going to laugh at, I have to bring in Atlantic

         23  Yards. The developer who tells me the rules don't

         24  apply to him, apparently has demolished some

         25  buildings. One of the owners has an easement, and
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          2  the easement was ignored. Apparently the attorney

          3  representing this individual brought it to your

          4  attention. Apparently some individuals who were

          5  assigned to it were told initially that they were

          6  going to rescind the demolition permit and then they

          7  went into, spoke with some higher-ups and came back

          8  and said we're not rescinding the demolition permit.

          9                 If you could get back to me the

         10  address of 585 Dean Street, I would greatly

         11  appreciate it.

         12                 Okay, thank you.

         13                 COMMISSIONER LANCASTER: Sure.

         14                 CHAIRPERSON WEPRIN: Thank you,

         15  Council Member.

         16                 And this closes this portion of the

         17  hearing. I assume, Commissioner Lancaster, you and

         18  your staff are available if we have any follow-up

         19  information?

         20                 COMMISSIONER LANCASTER: We're at your

         21  service.

         22                 CHAIRPERSON WEPRIN: Okay, thank you.

         23  It's always a pleasure to see you.

         24                 COMMISSIONER LANCASTER: I'm going to

         25  hand around the strategic plan.
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          2                 CHAIRPERSON WEPRIN: Yes, we'll take

          3  it home for home work and tell you.

          4                 CHAIRPERSON DILAN: Maybe you could

          5  give it to the Sergeant-At-Arms and the Sergeant

          6  will distribute to the members.

          7                 CHAIRPERSON WEPRIN: Okay, can we get

          8  Chair Hernandez and staff to come forward, please,

          9  from the Housing Authority.

         10                 Okay, the Finance Committee is back

         11  in session. We are now joined with not only the

         12  Housing and Buildings Committee, chaired by Erik

         13  Martin Dilan, but we also are co with the

         14  Subcommittee on New York City Public Housing, or

         15  Public Housing Authority. Public Housing, chaired by

         16  my distinguished colleague, Rosie Mendez, who is

         17  very anxious to question her predecessor, as we all

         18  are.

         19                 Chair Hernandez.

         20                 CHAIRMAN HERNANDEZ: Good afternoon.

         21  Chair Weprin, Chair Dilan, Chair Mendez and members

         22  of the Committees, good afternoon. I am Tino

         23  Hernandez, Chairman of the New York City Housing

         24  Authority. Joining me are Doug Apple, NYCHA's

         25  General Manager. We have our Vice Chairman of the
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          2  Board, Earl Andrews, and I see that you've already

          3  noticed that we have a newly Board member, Margarita

          4  Lopez here, as well as NYCHA's senior management

          5  team.

          6                 We're here to discuss our proposed

          7  budget for Fiscal Year 2006 and to highlight our

          8  seven-point plan to preserve public housing.

          9                 This is a plan to bring long-term

         10  fiscal stability to NYCHA, the nation's oldest and

         11  largest Housing Authority. I would like to thank

         12  Mayor Bloomberg for his strong commitment to ensure

         13  the viability of public housing for current and

         14  future generations of New Yorkers. Mayor Bloomberg's

         15  support has been centrally making this plan

         16  possible.

         17                 As you know, NYCHA manages 179,000

         18  apartments in 344 developments in neighborhoods

         19  across the City. We provide housing and social

         20  services to almost 414,000 low- and moderate-income

         21  New Yorkers.

         22                 NYCHA also administers the nation's

         23  largest Section 8 program, assisting over 86,500

         24  families with 29,700 participating landlords.

         25                 Let me start by providing a context
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          2  on NYCHA's budget. In terms of overall dollars,

          3  NYCHA's total budget for Fiscal Year 2006 is 3.4

          4  billion, including 2.7 billion in operating funds

          5  and 692 million in capital funds.

          6                 NYCHA's fiscal year runs on a

          7  calendar year. NYCHA derives its operating revenues

          8  primarily from two sources, a subsidy from HUD, the

          9  US Department of Housing and Urban Development, and

         10  rent receipts.

         11                 NYCHA is at a defining moment in its

         12  history. The authority has been facing recurring

         13  annual deficits that have reached 168 million in

         14  Fiscal Year '06 alone.

         15                 The deficit is a result of years of

         16  federal subsidies that have not kept pace with

         17  increases in the cost of operating public housing.

         18                 This is being driven by soaring

         19  energy expenses, and pension health care labor and

         20  other non-discretionary costs that have risen by 49

         21  percent over the past five years.

         22                 Also contributing to the budget gap

         23  are 21,000 unfunded City and State built dwelling

         24  units that do not receive any subsidy to support

         25  operations.

                                                            178

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2                 These unfunded units account for

          3  approximately half of NYCHA's budget gap in 2006. To

          4  address this budget challenge, NYCHA has made a cost

          5  containment -- has made cost containment a priority,

          6  cumulatively cutting over 408 million from our

          7  budget already, since Fiscal Year 2004.

          8                 Our actions have included reducing

          9  headcount by over 1,400 positions, cutting overtime,

         10  reducing administrative expenses, and reducing

         11  maintenance and operational costs.

         12                 We have used our cash reserves to

         13  cover the recurring deficits, thereby ensuring the

         14  continuation of essential services for residents.

         15                 However, we can no longer afford to

         16  self-fund structural budget deficits from fiscal

         17  reserves.

         18                 In December 2005, NYCHA's board

         19  directed senior management to develop a plan to

         20  balance NYCHA's Fiscal Year 2006 budget and to close

         21  $168 million budget deficits. As part of that

         22  directive, the Board made it clear that NYCHA must

         23  preserve core services to residents, minimize the

         24  impact on the most vulnerable residents of public

         25  housing, reexamine NYCHA's relationship with all
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          2  levels of government, and seek creative means to

          3  streamline service delivery.

          4                 On April 20th, 2006, NYCHA presented

          5  the plan to preserve public housing, which closes

          6  the $168 million budget gap in Fiscal Year 2006, and

          7  allows for a structurally balanced budget for the

          8  future.

          9                 The plan brings New York City's

         10  public housing from the brink of the types of

         11  drastic measures that other cities like Chicago,

         12  Atlanta, Newark, have taken, which have resulted in

         13  the reduction of public housing.

         14                 This is not an option for New York

         15  City. The preservation of public housing is of

         16  paramount importance.

         17                 Our residents who work hard to

         18  provide for their families and contribute enormously

         19  to the City deserve and require this extraordinary

         20  effort.

         21                 So, let me summarize the seven-point

         22  plan to preserve public housing.

         23                 Point one. Mayor Bloomberg has made

         24  an unprecedented decision to provide NYCHA with a

         25  $100 million allocation from the City of New York,
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          2  including the Executive Budget and subject to your

          3  approval.

          4                 This allocation is consistent with

          5  the Mayor's commitment to ensuring the long-term

          6  viability of public housing. It gives NYCHA the time

          7  and resources to put other elements of the plan into

          8  place.

          9                 The funds will help NYCHA avoid the

         10  severe curtailment of important social, educational

         11  and job training programs which are sustained by our

         12  Department of Community Operations.

         13                 Without this funding, we would be

         14  facing widespread layoffs in these programmatic

         15  areas, community center closings and elimination of

         16  other services.

         17                 Point two. NYCHA's more than 2,600

         18  residential buildings are aging, with nearly 80

         19  percent of them being over 30 years old.

         20                 Last year, Mayor Bloomberg and I

         21  announced the largest capital investment for public

         22  housing in the City's history. The plan continues

         23  this four-year $2 billion initiative, funded with

         24  600 million in Bond proceeds, in capital dollars

         25  from HUD.
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          2                 NYCHA had received the proceeds from

          3  the first 100 million dollar bond to accelerate

          4  critical exterior brick work roofing, major

          5  structural repairs, and other work necessary for the

          6  immediate preservation and stabilization of 340

          7  buildings at 38 NYCHA developments across all five

          8  boroughs.

          9                 Point three. Rent is a critical

         10  source of revenue for NYCHA and the only revenue

         11  source that NYCHA has direct control over.

         12                 Our rent structure has remained

         13  unchanged since 1989. For example, rent of a

         14  two-bedroom apartment has been $495 per month for

         15  the last 17 years. In comparison, there has been a

         16  53 percent increase in rents for rent stabilized

         17  apartments during the same time period.

         18                 The plan proposes a limited rent

         19  increase that will not affect the vast majority of

         20  NYCHA households, 73 percent, whose incomes average

         21  $11,587 per year, and who pay 30 percent of their

         22  incoming rent.

         23                 Our most vulnerable families will not

         24  be impacted by this rent increase proposal. Their

         25  rents will be preserved at current levels. We have
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          2  proposed that a small segment of NYCHA households,

          3  27 percent, allocate more of their incomes towards

          4  rent.

          5                 These are residents who have the

          6  highest household incomes and pay a smaller

          7  percentage of income to rent.

          8                 These households currently pay

          9  ceiling rents, and those at the highest incomes pay

         10  only 15 percent or less of their incomes for rent.

         11                 Given our fiscal challenges, this is

         12  the right balance of actions, if we are serious

         13  about saving public housing for the long term.

         14                 If approved by HUD, the first year of

         15  the rent increase will generate approximately 14

         16  million in new revenue. When fully implemented,

         17  NYCHA anticipates yearly revenues of approximately

         18  60 million by Fiscal Year 2009.

         19                 Point four. Within NYCHA's portfolio

         20  at 21,000 apartments built in the 1950s and '60s, by

         21  the State and City that have been operating as

         22  public housing for 50 years, these units are vital

         23  to the City's supply of affordable housing.

         24                 However, these developments do not

         25  receive operating subsidies from any City, State or
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          2  federal sources.

          3                 Because we use revenue intended for

          4  our federal developments to keep these City and

          5  State developments functioning, they have

          6  contributed to the increasing drain on our federal

          7  resources.

          8                 As I mentioned, they account for

          9  nearly half, 82 million of our 2006 budget

         10  shortfall. However, thousands of families live in

         11  these homes and we must ensure that they are

         12  sustained.

         13                 Therefore, NYCHA is proposing to

         14  introduce a new funding stream, Section 8, to

         15  subsidize 8,400 of the State and City units.

         16                 The revenue from Section 8 will allow

         17  NYCHA to continue operating all 21,000 units and

         18  maintain them as subsidized housing for low-income

         19  New Yorkers.

         20                 NYCHA will continue to own and manage

         21  these apartments.

         22                 This effort will allow us to deliver

         23  Section 8 assistance, to special needs populations,

         24  as we currently do, such as victims of domestic

         25  violence in ACS family reunification cases.
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          2                 Also, family and NYCHA Section 8

          3  waiting lists will be able to access vouchers.

          4                 Point five. While we make these

          5  difficult choices, an integral part of the plan is

          6  to continue improving the quality of services

          7  provided to our residents through the use of

          8  technology. This will enable us to be more effective

          9  and save money.

         10                 Some initiatives in this area include

         11  the expansion of our 24-hour centralized call

         12  center, which allows residents to call one number

         13  and schedule repair appointments.

         14                 Using technology, NYCHA is working to

         15  create a state-of-the-art call center that will

         16  greatly enhance our ability to address the full

         17  range of residents interactions with the authority.

         18  To better provide the basics, heat and hot water, we

         19  will install computers to remotely monitor boilers

         20  and heating plants. This technology will help

         21  prevent heating and hot water outages before they

         22  occur.

         23                 Point six. In an effort to maximize

         24  revenue in other areas, NYCHA will see new revenue

         25  from the transfer of under-utilized NYCHA land,
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          2  identified for affordable housing under Mayor

          3  Bloomberg's new Housing Marketplace Plan.

          4                 We estimate revenue of about 30

          5  million over three years from ground leases or

          6  development fees for the use of this land for new

          7  affordable housing.

          8                 NYCHA will also expand the leasing of

          9  commercial spaces and storefronts at NYCHA

         10  developments, doubling our efforts in acquiring

         11  tenants at prevailing market rates.

         12                 NYCHA also estimates an increase in

         13  revenue of approximately 8 million from

         14  resident-based fees and charges. The areas include

         15  fees for parking, fees for the use of heavy-duty

         16  appliances owned in the store by residents, and

         17  charges for the replacement or the repair of items

         18  damaged by residents.

         19                 Point seven. NYCHA has been a

         20  constant presence in Washington fighting for the

         21  preservation of public housing in Section 8. Point

         22  seven of our plan will commit us to increasing the

         23  aggressive efforts in Washington, as well as in

         24  Albany, to advocate for critical funding and

         25  flexibility to support housing for low- and
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          2  moderate-income New Yorkers.

          3                 One such effort is to obtain funding

          4  flexibility through legislation means or moving to

          5  work designation. This would give NYCHA flexibility

          6  to better utilize federal funding to meet our local

          7  needs and provide needed support for public housing.

          8                 It could also provide relief from a

          9  range of unfunded mandates and non-essential

         10  administrative costs and streamline federal rules

         11  and regulations.

         12                 If formal MTW status is obtained, we

         13  will develop a detailed plan in consultation with

         14  all stakeholders and hold public hearings.

         15                 We can assure you that our goal in

         16  this regard is to preserve public housing. We

         17  recognize that historically the federal MTW

         18  initiative has been a source of concern. We want to

         19  assure you that if NYCHA is admitted to MTW, we will

         20  not request any change in the format used to

         21  calculate rent, nor will we impose time limits to

         22  seek any modification to the law's present

         23  income-targeting requirements.

         24                 The plan. To advance the plan to

         25  preserve public housing, we continue to meet with
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          2  our stakeholders, including public officials,

          3  advocates, and especially public housing residents

          4  to address issues about how this plan will affect

          5  them in their families.

          6                 Each NYCHA family receives letters

          7  from me that talked about the plan, the possible

          8  impact of the rent proposal, and encourage them to

          9  attend town hall Meetings.

         10                 We have held five town hall meetings

         11  so far, one in each borough. NYCHA staff members

         12  continue to meet with residents of their

         13  developments. The process will culminate with a

         14  public hearing on June 8th. We will compile the

         15  comments received from these forums and meet again

         16  with the resident advisory board.

         17                 NYCHA will then submit our proposals

         18  as part of an amendment to our 2006 annual plan to

         19  HUD for approval.

         20                 NYCHA is making difficult choices

         21  where we must. The preservation of public housing

         22  lies at the heart of New York City. NYCHA is admired

         23  as a model of excellence. With this plan, we believe

         24  that NYCHA will continue to be a national model long

         25  into the future as we achieve financial balance.
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          2                 Let me conclude here and answer any

          3  questions that you may have.

          4                 Thank you very much.

          5                 CHAIRPERSON WEPRIN: Thank you, Chair

          6  Hernandez. I'm not going to ask too many questions

          7  because I know the chairs are anxious to ask

          8  questions, as well as our Committee members.

          9                 Just one quick question on your

         10  proposed $168 million gap. And I know there were a

         11  number of talks between you and OMB which resulted

         12  in the 100 million infusion, which may be a one-time

         13  infusion. My question is two-fold: One is, did you

         14  ask of the full 168 million originally, which ended

         15  up in 100 million, and what do you anticipate doing

         16  if this 100 million is a one-time revenue and that

         17  in the outyears, and even your rent program starts

         18  out only at 14 million building up to 60 million;

         19  how would you anticipate filling the rest of the

         20  gap?

         21                 CHAIRMAN HERNANDEZ: Our thinking in

         22  approaching the Mayor to ask for transitional

         23  assistance is as follows:

         24                 We had already developed a plan that

         25  we thought over the course of four years would bring
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          2  financial stability to the agency, and then back

          3  into a number of the 100 million that we thought

          4  that we could use in the short term to be able to

          5  close our budget gap, in affording us the

          6  opportunity then to implement the initiatives that

          7  we're proposing.

          8                 CHAIRPERSON WEPRIN: So, you're asking

          9  for 100 million each year, or just one-time 100

         10  million?

         11                 CHAIRMAN HERNANDEZ: No, we asked for

         12  aid in the Mayor's Executive Budget this year.

         13                 CHAIRPERSON WEPRIN: What about next

         14  year?

         15                 CHAIRMAN HERNANDEZ: We did not ask

         16  for any additional money beyond this year.

         17                 CHAIRPERSON WEPRIN: So what are you

         18  going to do next year when there's a $100 million

         19  gap?

         20                 CHAIRMAN HERNANDEZ: We believe that

         21  with the plan that we will propose, that we will

         22  bring a structural balance with the assistance of

         23  the Mayor's commitment to the 100 million,

         24  transitional aid.

         25                 CHAIRPERSON WEPRIN: Yes, but even
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          2  with the proposals you had, and even the rent

          3  proposals only brings you up to 60 million

          4  eventually in Fiscal Year '09, how would you make up

          5  the difference of that one-time 100 million

          6  infusion?

          7                 MR. APPLE: Councilman, Douglas Apple,

          8  General Manager of the Authority.

          9                 The reason that we needed the 100

         10  million this year is because obviously we're a

         11  calendar year agency, our budget started in January.

         12  At this point in the year, to come up with that

         13  amount of money would have required difficult and

         14  serious choices, in terms of reducing services,

         15  layoffs, things we really all wanted to avoid. So,

         16  the 100 million really gives us balance in this

         17  year.

         18                 Next year, and in the subsequent

         19  years, because we did like the City a four-year

         20  financial plan. If you look at the details of our

         21  budget, it's really balanced in each of the four

         22  years. So, for example, next year new initiatives

         23  kick in. Things that aren't in this year, an

         24  increase in the Section 8 allocation to City and

         25  State developments, an increase in the rent because
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          2  now next year it's higher than it is this year, and

          3  increases in the federal funding flexibility that

          4  we're seeking in Washington. So, those elements grow

          5  next year as the 100 million is no longer available,

          6  and then in subsequent years, as other aspects grow,

          7  as the rent increase grows, as it hits its full

          8  peak, as we institute some management changes to

          9  improve the quality of service at reduced cost, so

         10  therefore, in each year we're balanced with a series

         11  of initiatives.

         12                 CHAIRPERSON WEPRIN: Okay. I know a

         13  number of my colleagues, and you'll hear from them,

         14  and I know Council Member Barron is going to ask you

         15  on this, because he brought it up, you know, in the

         16  course of our preliminary budget negotiations, could

         17  you use extra money on top of the 100 million if the

         18  City Council were to provide it, to help, or do you

         19  just feel confident enough with the 100 million?

         20                 CHAIRMAN HERNANDEZ: We're satisfied,

         21  as Doug indicated, that we have a viable plan that

         22  will bring structural balance to the agency over the

         23  course of the next few years.

         24                 I am aware, however, that the City

         25  Council has its own priorities, the Administration
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          2  or the Executive Branch has their own priorities,

          3  and that you will enter into negotiations at some

          4  point.

          5                 Those are matters that I think need

          6  to be attended by the Legislative Branch and the

          7  Executive Branch.

          8                 CHAIRPERSON WEPRIN: But if we were to

          9  put the money in, you could find use for it; is that

         10  correct?

         11                 CHAIRMAN HERNANDEZ: In the

         12  eventuality that we were to get additional funding

         13  from the federal, the State or the City, we could

         14  always find use for money.

         15                 CHAIRPERSON WEPRIN: Okay. Thank you.

         16                 I'm going to turn it over to Chair

         17  Dilan.

         18                 CHAIRPERSON DILAN: Thank you, Chair

         19  Weprin. First I want to say, Chairman, and Mr.

         20  General Manager Apple, it's always good to see you.

         21  I'm pleasantly surprised to see my former colleague,

         22  now a Board member of NYCHA, Margarita Lopez, who

         23  has always been a tremendous advocate in the City

         24  Council, and I'm sure she'll do well in her new role

         25  on the NYCHA Board, and as usual, Margarita, it's
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          2  good to see you.

          3                 CHAIRPERSON WEPRIN: Yes, it's a

          4  pleasure to have you on that side, and --

          5                 CHAIRPERSON DILAN: I think I miss her

          6  on this side.

          7                 CHAIRPERSON WEPRIN: And if the

          8  Chairman feels we're going to prolong the

          9  questioning, I just want to remind him that the

         10  Commissioner was always diligent in coming to every

         11  one of my Finance hearings, and being one of the

         12  early members, and the last members, to constantly

         13  stay on top of the various agencies. So, actually,

         14  you're kind of lucky that you don't have her on this

         15  side.

         16                 CHAIRPERSON DILAN: And mind you,

         17  Finance Chair, as I came in as a new member, that

         18  was one of the first bits of advice that Council

         19  Member, or then Council Member Lopez, had given me

         20  as a freshman member of the Council, so I want to

         21  thank her for that advice also.

         22                 But now getting into the questions,

         23  there are several parts of the plan naturally that I

         24  like and there are several parts of the plan

         25  naturally that I dislike, and I wanted to go over
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          2  them with you briefly.

          3                 Naturally, the $100 million one-shot

          4  deal that the Administration is proposing, naturally

          5  is something that I like, but I'm of the opinion

          6  that it only covers say the past three and a half,

          7  maybe, fiscal years, when NYCHA wasn't receiving any

          8  City or State subsidy.

          9                 And you can correct me there if I'm

         10  wrong.

         11                 One of the biggest problems, and I

         12  guess I'll get right into it, that I have (a) are

         13  the rent increases, and (b) how NYCHA intends to use

         14  Section 8 to I guess fill some of the shortfalls in

         15  the budget gap in the outyears. And I wanted to talk

         16  first specifically on Section 8.

         17                 Of the 8,400 units, or 8,400 vouchers

         18  that you're proposing to use next year, are these

         19  vouchers going to come at the expense of other

         20  individuals that are on the broader Section 8

         21  waiting list?

         22                 CHAIRMAN HERNANDEZ: I would first

         23  state, Chairman, that our plan is over a four-year

         24  period, so it's not like we're going to use 8,400

         25  vouchers within a year, it's actually spread over a
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          2  course of several years.

          3                 CHAIRPERSON DILAN: That's good.

          4                 CHAIRMAN HERNANDEZ: We believe, and

          5  Doug can elaborate a little bit more on the

          6  financing of Section 8, that we're in the position

          7  for this fiscal year, to not only maintain our base

          8  of vouchers that we have. I indicated in my

          9  testimony that we have 85,000 vouchers, that we will

         10  still be in the position to help special needs

         11  populations, and that as we use the Section 8 for

         12  the State and City developments, that we're going to

         13  be able to continue to access our Section 8 waiting

         14  list to be able to provide housing for people that

         15  have been on a waiting list for a long period of

         16  time.

         17                 CHAIRPERSON DILAN: So, I just want to

         18  ask again, maybe I'll ask another way. Over a

         19  four-year period, there's going to be 8,400 vouchers

         20  that NYCHA will use to help close its gap. Now,

         21  these vouchers are going to go to existing NYCHA

         22  residents, and say not new NYCHA residents? Could

         23  you maybe give me some clarification there?

         24                 CHAIRMAN HERNANDEZ: The way that

         25  we're proposing to do this in the 21 developments is
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          2  that we would utilize Section 8 as vacancies occur

          3  in these developments. And I would remind you again

          4  that we get no operating subsidy for any of these

          5  developments. So, we've been having to stretch our

          6  federal dollars to cover our operational costs

          7  there.

          8                 This will introduce a funding stream

          9  that will create self-sufficiency once we hit that

         10  maximum number of 8,400. As vacancies occur, we will

         11  have the opportunity then to transition that

         12  apartment from public housing to subsidy Section 8

         13  housing. We are looking at to see if we can get

         14  people off the wait list, to be able to occupy that

         15  apartment.

         16                 We're also then going to offer

         17  Section 8 as a benefit for people that currently

         18  reside within public housing, because as you are

         19  aware, Section 8 is also portable. There are people

         20  that at this stage in their life made this up to

         21  move into the private market, there are people that

         22  constantly on a regular basis want to relocate

         23  out-of-state, whether to Florida or down south.

         24                 We will provide opportunities in the

         25  centers for people to be able to do that.
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          2                 But again I would say, maybe Doug

          3  could be a little more detailed, that we believe

          4  that we would have the dollars to be able to deal

          5  with our capacity now, to be able to also do an

          6  allocation for special needs populations, and also

          7  be able to get people off the wait list, which we

          8  haven't done, because we've been really providing

          9  really special needs with the highest priority up to

         10  this point.

         11                 MR. APPLE: Let me also add,

         12  Councilman that these vouchers, the opportunity we

         13  have today to preserve these 21,000 units and the

         14  families that live in them is really because this is

         15  new federal money. The City of New York really is

         16  part of an arrangement worked out primarily by Shaun

         17  Donovan and HPD was able to get new vouchers for New

         18  York City, vouchers that weren't available

         19  previously.

         20                 Some of those vouchers he was able to

         21  transfer to us. And those are the vouchers that

         22  we're now going to use and introduce into the City

         23  and State developments.

         24                 So, as the Chairman said, it's that

         25  new resource that allows us to both preserve those

                                                            198

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  developments as affordable, and primarily as public

          3  housing, while still meeting critical needs off our

          4  wait list.

          5                 CHAIRPERSON DILAN: So, how many of

          6  these vouchers are new to the City? Maybe not new to

          7  the agency, but new to the City of New York?

          8                 How many new vouchers has Washington

          9  authorized the City of New York to release?

         10                 MR. APPLE: We received two transfers

         11  from HPD that were really allocations of new

         12  vouchers. Thirty-four hundred vouchers were provided

         13  to us initially, and then really recently, as part

         14  of an agreement, as many of you know, because I know

         15  many of you have in your district Mitchell-Lama

         16  developments, and as part of that, there was an

         17  agreement that new vouchers were provided by the

         18  City to preserve Mitchell-Lama properties.

         19                 We have been working with HPD on that

         20  effort. In fact our staff is doing many of the

         21  rentals. I know a number of you have talked to me

         22  about buildings in your district. And part of that

         23  was an allocation of vouchers above what we needed

         24  for Mitchell-Lama, that we're now able to use in

         25  this case.
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          2                 Really, between the 3,400 we got last

          3  year, and remember, this year we're only projecting

          4  1,000 units to be transitioned, almost all vacant

          5  units, or maybe some folks that want the vouchers,

          6  next year it's another 3,700. So, we believe with

          7  the allocation we've already received, that we have

          8  sufficient resource to accomplish this.

          9                 CHAIRPERSON DILAN: How many new

         10  vouchers being sent to the City from Washington?

         11                 MR. APPLE: At the end of the day, all

         12  the vouchers in this year and next year are new

         13  vouchers.

         14                 CHAIRPERSON DILAN: Are new vouchers.

         15  So, they're not transferred from HPD, all of a

         16  sudden the federal government has come up with a

         17  windfall of Section 8 vouchers.

         18                 MR. APPLE: HPD received this, these

         19  funds, as part of this Mitchell-Lama program.

         20                 CHAIRPERSON DILAN: Okay. And then

         21  what I want to state is that I believe that it's

         22  fundamentally unfair that the City and the State

         23  have been negligent in their responsibility to

         24  subsidize the 21,000 units that NYCHA operates under

         25  its portfolio, under the City and State's
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          2  jurisdiction, and I believe that myself, Council

          3  Member Mendez, this Committee and the entire Council

          4  should make this a major point in our overall budget

          5  negotiations, because I fundamentally believe that a

          6  $100 million one-shot deal is not the right way to

          7  do this. I think the City and the State have a

          8  responsibility to fund that are under the City and

          9  the State's portfolio, and I definitely feel that we

         10  should be in the business of doing that. I'm sure my

         11  colleague feels the same, but I'll let her speak her

         12  own mind in a few minutes.

         13                 And I'll end there on the seven-point

         14  plan. I'm sure Council Member Mendez will follow up

         15  on it. I just want to briefly touch on the capital

         16  budget, and I think me and you have talked privately

         17  on how I feel about the capital budget. I guess,

         18  again, NYCHA in the May Capital Plan, it appears

         19  that they're going to roll over a large portion of

         20  the capital budget into the next fiscal year.

         21                 I guess could you maybe tell me some

         22  ways that NYCHA could again look to reduce the size

         23  of the backlog on capital projects?

         24                 MR. APPLE: Yes. We've done a couple

         25  of things this year that I think will really make
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          2  the program more effective.

          3                 One thing we've done, and one thing

          4  that we've received a significant amount of funds,

          5  almost $4 million from the Council, many different

          6  Council people have really contributed, is to put a

          7  more effective process in place for installing new

          8  video cameras.

          9                 As you know, we now have in many

         10  developments, it's actually another of 20

         11  developments that we've installed small scale video

         12  systems. Those developments now have all been

         13  completed and we have a roll-out process for final

         14  ones in the coming months. Those have all been done

         15  within the past year.

         16                 So we now have a more effective

         17  mechanism to achieve that goal.

         18                 On other capital projects, we now

         19  have a new methodology in place, a construction

         20  management build process that uses large

         21  construction management firms, and which are more

         22  effective and efficient in terms of allocating

         23  capital dollars, they do the bidding, they do the

         24  awards.

         25                 And we also have the residual
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          2  benefits which are significant of really

          3  vastly-improved contractors, because there's a

          4  prequalified contracting process, and also it ties

          5  into our preapprenticeship program, which as you

          6  know, we're now rolling out that will allow NYCHA

          7  residents, over 300 of them in the next three years,

          8  to move into apprenticeship slots. So, I do know

          9  that we have had a backlog on the City side in terms

         10  of capital dollars, and as we have talked about and

         11  as we certainly want to make clear, as it is our

         12  commitment to move those projects.

         13                 CHAIRPERSON DILAN: Thank you. And I

         14  appreciate the commitment to move those projects

         15  because if a certain population of NYCHA residents

         16  have to deal with potential rent increases,

         17  naturally they should see some better living

         18  conditions.

         19                 I just want to lastly jump to the

         20  bond sale, and then I'll turn it over to Council

         21  Member Mendez.

         22                 The first 300 million of the 6

         23  million bond issue I guess has already been, I guess

         24  projects have been identified. The second round of

         25  the bond sale has yet to be -- specific projects
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          2  have yet to be identified, I guess how will NYCHA

          3  decide on which projects to fund with the proceeds,

          4  and would the administration or Council have any

          5  input in which projects to fund?

          6                 MR. APPLE: As you know, as you point

          7  out, we did $300 million last year, and we really

          8  used them for vital, mostly brick work and projects

          9  across the City.

         10                 Our intention is to do a second

         11  offering towards the last quarter of this year,

         12  really towards the end of the year. I think we need

         13  to enhance our capacity to do that.

         14                 We also are finishing up for the

         15  first time a comprehensive needs assessment. A needs

         16  assessment that is taking a look at every single one

         17  of our 2,700 buildings, our 3,300 elevators, all the

         18  physical facilities that we own and manage, and

         19  really based upon that for the first time, done by

         20  professional architects and engineers, will give us

         21  really a comprehensive view of all the work needed

         22  in every development.

         23                 It's going to be prioritized based

         24  upon urgency of need with health and safety issues

         25  first and preeminent, you know, roofs and brick
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          2  work, electrical work, plumbing work are going to be

          3  the priorities, and we're really going to let that

          4  dictate at least the first cut.

          5                 I acknowledge that we're going to

          6  have to then take a look and get input and we expect

          7  input from elected officials, from residents, in

          8  terms of what the ultimate plan looks like, but we

          9  really want to start with this professional

         10  assessment that will give us all a better tool to

         11  then decide how best to allocate those funds.

         12                 CHAIRPERSON DILAN: And I'm glad you

         13  included residents in that equation also.

         14                 Council Member Mendez.

         15                 CHAIRPERSON MENDEZ: Good afternoon,

         16  Chairman Hernandez, Vice Chair Andrews, my personal

         17  hero and predecessor, Margarita Lopez, thank you for

         18  being here, and General Manager Doug Apple.

         19                 First, I'm going to apologize,

         20  because at some point I need to step out because we

         21  have a bill signing, but I'm sure my colleagues will

         22  keep you busy, and I may come back and ask you more

         23  questions.

         24                 But first I want clarification,

         25  because as I understand it, this 100 million that
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          2  the Mayor is putting into this budget, into your '06

          3  budget, is actually coming from our '06 budget as a

          4  budget modification; is that correct?

          5                 MR. APPLE: Yes, it is correct, Ma'am.

          6                 CHAIRPERSON MENDEZ: And at this point

          7  have you gotten a commitment from the Mayor for any

          8  allocation for the '07 budget?

          9                 CHAIRMAN HERNANDEZ: Just 100 million,

         10  as I indicated in my testimony.

         11                 CHAIRPERSON MENDEZ: And as Chairman

         12  Dilan stated, while it's admirable that the Mayor is

         13  putting in 100 million, we certainly feel that that

         14  is not adequate, given the fact that the City and

         15  the State have not been putting in their fair share

         16  for years.

         17                 When was it that the City zeroed out

         18  in giving any subsidies to NYCHA? Was that 2002 or

         19  was it before then?

         20                 CHAIRMAN HERNANDEZ: I would think it

         21  would be helpful to respond to this kind of maybe in

         22  a broader way.

         23                 The last year that I believe we

         24  received subsidy from the City was I believe in '03.

         25  But I would remind you that the City, you know, the
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          2  Legislative Branch, and the Executive Branch --

          3                 CHAIRPERSON MENDEZ: Your '03 or our

          4  '03.

          5                 CHAIRMAN HERNANDEZ: Our '03.

          6                 CHAIRPERSON MENDEZ: Because we have a

          7  different -- your '03.

          8                 CHAIRMAN HERNANDEZ: Right.

          9                 But I remind you that in the context,

         10  in the context of the NYCHA City subsidy, that they

         11  were budgets that were adopted by the Legislative

         12  and Executive Branch following, you know, a

         13  terrorist attack, a national recession, many, many

         14  issues and many competing demands. So, it was a

         15  negotiation that was done by both branches.

         16                 And it's interesting now to revisit

         17  it. There was a broader context that was going on at

         18  that time.

         19                 CHAIRPERSON MENDEZ: And according to

         20  what I've been able to determine, the City

         21  developments, operating expenses are running about

         22  30 million for NYCHA at this point; is that correct?

         23                 MR. APPLE: The deficit for those

         24  developments. We have, as you point out, Councilman,

         25  we have 21 developments that currently receive no
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          2  federal operating subsidy, though we treat them like

          3  any other development, they do not get any subsidy.

          4  Of those 21, 15 were originally built by the State,

          5  and six were originally built by the City. The total

          6  deficit for those 21 is 82 million as we talk about

          7  it in the Chairman's testimony. And roughly the mix

          8  between the City and the State is, you know, about

          9  two thirds is a State deficit and a third is the

         10  City.

         11                 CHAIRPERSON MENDEZ: Okay.

         12                 You're projecting for your '07 budget

         13  at this point 148 million operating deficit, and

         14  these measures that you're proposing you say will

         15  curb that deficit; is that correct?

         16                 MR. APPLE: When we started this

         17  process back in December, we showed for the four

         18  years, from our fiscal year, Calendar Year '06

         19  through '09, those four years, deficits each year of

         20  roughly 180 million. We then took a series of

         21  measures, measures that the Board adopted early in

         22  January, to reduce expenditures that saved roughly

         23  14 million this year, and then subsequent years as

         24  well, so reduced the deficit to about 168 million.

         25  And that's relatively constant over the four years.
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          2                 Each year of our plan, and, again,

          3  it's a four-year plan, we show that the actions

          4  we're proposing here, will produce balance. So, this

          5  year it includes the 100 million, next year it

          6  includes a series of other items that we've talked

          7  about, but each year if we can, you know, we can

          8  certainly go through the details of each item, but

          9  it produces structural balance.

         10                 And, again, we were very open about

         11  this process, that budget was produced publicly,

         12  it's on our web, we have documents that we've made

         13  available to resident leaders, to those

         14  stakeholders, to yourselves, and that really lays

         15  out in great detail all of the items of the budget.

         16                 CHAIRPERSON MENDEZ: One of the issues

         17  during our hearings that I've always discussed with

         18  you has been process, and in recent meetings, many

         19  of the Council of President members, and I'll name a

         20  few of them, Reggie Bowman, Jerry Lam and Barbara G.

         21  Barbara, have all stated that they were not given

         22  advance notice of this plan, that in January, and

         23  they were called to a meeting where they were told

         24  that there would be some measures taken to close the

         25  gap, and that the input, as required I believe by
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          2  regulation, from the Council of Presidents, was not

          3  obtained when this seven-point plan was put out.

          4                 Can you respond to that?

          5                 CHAIRMAN HERNANDEZ: Sure. I gave a

          6  charge, or the Board gave a charge to the senior

          7  management team to come back with a plan to close

          8  the budget deficit.

          9                 We meet with resident leaders on a

         10  regular basis. At a point that I was sufficiently

         11  comfortable that we had a plan that was viable, and

         12  I think it's my responsibility to come up with

         13  proposals, I did have a meeting with the Council of

         14  Presidents, with the Resident Advisory Board, and

         15  indicated to them that I was releasing a plan.

         16                 First the Council of Presidents, I

         17  released a plan, and we're now going through the

         18  public comment period. We're required by HUD to go

         19  through that process.

         20                 CHAIRPERSON MENDEZ: When was that

         21  meeting, Mr. Chairman?

         22                 CHAIRMAN HERNANDEZ: I don't remember.

         23  What was the date of the meeting? I think it was in

         24  my testimony.

         25                 On April 20th. The day of the
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          2  announcement. But we meet with the RAB on a regular

          3  basis. There were discussions about the fact that we

          4  were facing these shortfalls, that NYCHA had to take

          5  measures to be able to do that. I asked the senior

          6  management team to come up with proposals, and we're

          7  required by regulation to go through public comment

          8  process, as you know, that culminates with the

          9  Citywide meeting on June 8th. And throughout the

         10  time of the announcement through now, we've had, as

         11  I indicated, five town hall meetings, and our staff

         12  have had myriad meetings throughout the City with

         13  resident leaders and stakeholders and I've been

         14  meeting with elected officials, so we've been having

         15  input from just about everyone.

         16                 Somewhat analogous to what we did

         17  with the fees, and you know that after collecting

         18  many comments on the fees, we made some decisions to

         19  roll back some of the charges on the fees.

         20                 CHAIRPERSON MENDEZ: I'm going to move

         21  on to what to me is one of the most alarming points

         22  on your seven-point plan, and that is this funding

         23  flexibility which would require you to enter into

         24  the Moving To Work Program. I worked very hard ten

         25  years ago to defeat that program because it would

                                                            211

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  have very detrimental effects on tenants here in

          3  public housing in New York City. It would have

          4  deregulation, it would eliminate the Brook

          5  Amendment, it would eliminate the ceiling rents and

          6  pose term limits for tenants residing in public

          7  housing.

          8                 I understand that you're saying, and

          9  your testimony says you will not request any of

         10  this, and, Mr. Chairman, we have had a very good

         11  relationship, as I have been the Chair, and prior to

         12  this, but you're not going to be the Chairman

         13  forever, and I don't know what the federal

         14  government has in store, and if your deficit

         15  continues the federal government may just say, we've

         16  given you deregulation, resolve your problems, which

         17  might then end up leading to deregulation and

         18  elimination and all in term limits and all these

         19  things that we find very alarming.

         20                 My Congresswoman Nydia Velazquez has

         21  vowed to fight this Moving to work Plan. She is very

         22  alarmed about it. How would you ensure public

         23  housing as we know it, so that this moving to work

         24  plan, if it was passed, would not alter public

         25  housing as you know it?
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          2                 CHAIRMAN HERNANDEZ: That is probably

          3  one of my biggest concern. It is a very valid issue

          4  for New York City. It's something that I've thought

          5  long and hard about. And it's something that we've

          6  been discussing internally.

          7                 And I think we will be in agreement

          8  that the time that we work together and the

          9  conversations and dialogue that we've had, that I

         10  think we share, you know, common ground and common

         11  values.

         12                 My position as a person that grew up

         13  in and around public housing, is that I want to

         14  preserve public housing for current and future

         15  generations.

         16                 We have no intention of taking

         17  advantage of the moving to work elements that would

         18  not work for New York City.

         19                 I generally try not to say this in

         20  Washington, but I'll say it here, New York City is

         21  atypical from the rest of the country. These are not

         22  elements that we think would work in New York.

         23                 We understand, we've had

         24  conversations with our congressional delegation. We

         25  do understand that they can appreciate some of the
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          2  things that we want to do, but that they also share

          3  the same concern.

          4                 We're only interested really in being

          5  able to have funding flexibility. Is it that time

          6  for you to go over? Because I know what the event

          7  is. I know it's very important.

          8                 We share the same concern. The most

          9  important thing for us is to be able to get the

         10  funding flexibility, right?

         11                 I have been on the record on this in

         12  Washington many times, and I've indicated that while

         13  I've had some interest in some of the programmatic

         14  reforms that would give me the flexibility not to,

         15  for instance have to do income eligibility each and

         16  every year for seniors or on fixed income. Some of

         17  those things that could save us money in the

         18  longrun, that all of the things that you describe,

         19  which I also described in my testimony, and not

         20  things that we're interested in doing.

         21                 We're talking to the Congressional

         22  Delegation to see if there's a way that it can be

         23  legislated that protects New York City, that would

         24  be one.

         25                 Another one that we're also talking
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          2  about is whatever we do, we want to codify, if not

          3  through -- well, hopefully I would want to codify it

          4  through legislation and then through some board

          5  resolution that essentially makes it very clear what

          6  the intention of the Housing Authority is. Because I

          7  would not want, like you're saying, my successor to

          8  come in here and undo things that we do.

          9                 We need to work together to be able

         10  to ensure that everyone is comfortable in whatever

         11  final decision we make on Moving To Work.

         12                 CHAIRPERSON MENDEZ: Mr. Chairman, I'm

         13  going to step to the other room. My colleagues have

         14  a lot of questions. I still have a lot of questions,

         15  but I will be back, and I thank you for answering my

         16  questions up until this moment.

         17                 CHAIRMAN HERNANDEZ: But please

         18  understand that my intention is to preserve public

         19  housing, not to change those things, not to set term

         20  limits, but I do understand the concern about the

         21  future of the Housing Authority. But I plan to be

         22  around for awhile.

         23                 CHAIRPERSON MENDEZ: And I believe

         24  that if it's not codified, you will not be seeing

         25  any support on the City, State or federal level for
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          2  that point on your seven-point plan.

          3                 CHAIRMAN HERNANDEZ: Understood.

          4                 CHAIRPERSON DILAN: Council Member

          5  Barron, and then at that point if any of my other

          6  colleagues would like to ask questions, I see

          7  Council Member James and Vann, and I guess we will

          8  go in that order after Council Member Barron.

          9                 But I just want to say I appreciate

         10  your answer to the Chair's question, and I believe

         11  that she will work diligently to shor up that

         12  process, and I will definitely play a supportive

         13  role to her in trying to shor up that process.

         14                 Council Member Barron.

         15                 CHAIRMAN HERNANDEZ: Thank you,

         16  Chairman.

         17                 COUNCIL MEMBER BARRON: Thank you,

         18  Chairman Dilan.

         19                 We have a real crises here. I think

         20  the struggle that you see up on this with our

         21  Committee here and with the Council members here, as

         22  many of us have a good relationship with you and we

         23  have a good relationship with the tenants, this plan

         24  to me, in all due honesty, is just totally

         25  unacceptable. These raises are totally unacceptable,
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          2  and I think in a federal government where there is a

          3  2.7 trillion dollar budget, and a State budget of

          4  $112 billion, and a City budget of $53 billion, with

          5  a surplus on the City and State level, to go to

          6  struggling, working families and public housing to

          7  try to balance a budget is just totally, totally

          8  unacceptable.

          9                 We have to do something about this,

         10  Chairman. We have to do something and it can't be

         11  raising rent, raising fees. It's the same way that

         12  Metropolitan Transit Authority works to some extent,

         13  instead of using the assets that they have and

         14  dealing with the State and federal government and

         15  the City in a way, they raised the Transit fare on

         16  struggling working class families.

         17                 I do believe that there is something

         18  that this City can do, but I think it would be a

         19  good faith effort. I know it would want to make me

         20  work even harder, if we can back up off the fees, if

         21  we can back up off the rent hikes, and whatever that

         22  number is, 20, 30 million; what is the number, by

         23  the way, when you add the fees and the rent hike?

         24                 CHAIRMAN HERNANDEZ: Well, I think

         25  Doug indicated it would be 60 million.
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          2                 COUNCIL MEMBER BARRON: Sixty?

          3                 CHAIRMAN HERNANDEZ: By the time it

          4  kicks in. And then the fees will be 8 million at

          5  this point.

          6                 COUNCIL MEMBER BARRON: See, that's 68

          7  million. That 68 million, it would make all of us

          8  earnestly work harder if you made a commitment not

          9  to do it that way.

         10                 I mean, that's how strongly I feel

         11  about it, and I know a lot of my colleagues feel

         12  about it. If we all made a united effort to say we

         13  are going to find another way and let's sit down,

         14  and I wish I would have had a little bit more leeway

         15  time too, and I think the resident boards did not

         16  have enough input, and did not have enough leeway

         17  time to really have input.

         18                 I think you went through some of the

         19  process, but I think had we all sat down earlier and

         20  anticipated coming, we could have worked.

         21                 Because it just bothers me so much,

         22  and a lot of this has nothing to do with you. When

         23  I'm in a town where the Yankees pay no rent, and

         24  we're raising the rent fees of NYCHA residents, Mets

         25  pay no rent, no taxes, get $160 million from the
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          2  City out of this budget, the Yankees do just to

          3  build their stadium and the Mets 105 million, Nets

          4  108 million, and then when we look at NYCHA, we're

          5  talking about -- as a matter of fact, I heard

          6  somebody say that we're only going to do it on the

          7  more, and not you, on the more wealthy tenants.

          8  There are no wealthy tenants in NYCHA, but that's

          9  even some of the talk around town. So, I'm saying

         10  all of that to say, one, I think the Section 8 plan,

         11  we should first of all make a commitment at some

         12  point, we've got to back away from the $68 million,

         13  getting it that way, and I think you would get much

         14  more cooperation and much more commitment from

         15  Council members to try to hit the City, the State

         16  and the feds to make up that difference and not the

         17  residents.

         18                 Secondly, the Section 8 piece was

         19  almost like robbing Peter to pay Paul. There was a

         20  lot of people waiting on Section 8 already. We

         21  didn't even have enough to handle the waiting list

         22  that we had already.

         23                 Now the user for the 21,000 units,

         24  then take some off the waiting list, I just don't

         25  see how that's going to work either.
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          2                 So, I just think that this plan is

          3  almost consistent what the City does too often, and

          4  that is to balance the budget on the backs of the

          5  poor and the working class and the struggling. And I

          6  know that's not in your heart to do that. I know if

          7  you had your way you could get it from the feds,

          8  state, you would do it and leave it alone.

          9                 But I think we all have to take some

         10  bold steps here, some real bold initiatives here,

         11  and one of the ways is to get all of us on the same

         12  board, is to not get the 68 million that way, from

         13  the residents, but to get it from the public sector

         14  where it exists in this year of surplus.

         15                 Because if we don't do it now, if we

         16  don't get it now, when it's there, because I know

         17  it's there, because I see the budget, if we don't

         18  get what we can now, when it gets to the outer years

         19  and the economy flips, and we have bigger deficits,

         20  it's going to be even more difficult.

         21                 So, I just want you to address that

         22  in spirit, and I have one or two more questions.

         23                 CHAIRMAN HERNANDEZ: Well, we've

         24  enjoyed a great working relationship during the time

         25  that I've been Chair and you've been on the City
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          2  Council.

          3                 I have an obligation and my

          4  obligation is I have fiduciary responsibility for

          5  the Authority and I have an obligation to ensure,

          6  and not only a professional, I have a deeply

          7  personal commitment to ensure the viability of this

          8  agency moving into the future. I put together what I

          9  believe is the most reasonable plan, giving the

         10  conflicting and competing demands that I face in the

         11  very complex environment with very limited

         12  resources.

         13                 There are proposals, I'm open to any

         14  kind of proposal that will help to be able to close

         15  the budget, and I've made that very clear.

         16                 I would hope there is no one on my

         17  staff that would use the terminology wealthy,

         18  because I would agree with you. Any time I refer to

         19  our population, it's low and moderate, although we

         20  do have a percentage of people that do well. And I

         21  would be open to any kind of dialogue to do that.

         22  But at this point I need to really, I have an

         23  obligation to put forth a plan that closes this

         24  deficit, not only for this year, but ensures that

         25  the agency remains a viable resource in the future.
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          2                 As I indicated about the rent

          3  increase, I tried to do that in a very targeted way

          4  that protects 73 percent of the population.

          5                 I have looked for the most equitable

          6  way to be able to structure a plan that not only

          7  gives us financial stability, but also protects the

          8  maximum amount of people.

          9                 COUNCIL MEMBER BARRON: Well, I just

         10  think that the priority for all of us is not so much

         11  the Authority, but the residents. And I think that's

         12  the only reason why the Authority exists, is because

         13  of residents. And I think that should be our

         14  priority, and I still think that we need to sit down

         15  further, and I'm sure you are open for that, that we

         16  have to get those two pieces, in my opinion, out of

         17  the plan, and let the City know that there is a real

         18  crises here, that the State, feds and City has to

         19  address, because it's not going to come from the

         20  residents.

         21                 It's like my CUNY responsibilities

         22  with the CUNY students. Once Chancellor Matthew

         23  Goldstein helps the State not have to do their part

         24  by saying he will raise the fees or raise the

         25  tuition on the students, then the State backs up,
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          2  the feds back up, because you've made a commitment,

          3  not to put pressure on them. And I think that puts

          4  us in a bind. It puts us in a bind, because once

          5  they see there's an internal way that you feel you

          6  could work it out, then it puts us in a bind.

          7                 With CUNY we were able to fight some

          8  of it back, because we united, and at some point,

          9  you know, the Chancellor said, all right, I'm not

         10  going to raise the tuition, even though Pataki has

         11  allowed me to do that, I'm not going to do that. And

         12  it shows the nature of the crises, and how we can

         13  put more pressure together.

         14                 So, I'm hoping that we can revise the

         15  plan, that we can rethink it, and I know you're open

         16  to all of this, if we can sit down further with the

         17  residents and maybe let's bring in the RAB Board

         18  again, and have another, some more meetings, and

         19  some people have proposals out there, not so much

         20  the proposals, usually the quite public hearings is

         21  ventilation sessions. I think you're required to do

         22  the public hearing sessions and everybody will go

         23  there, make their speech as we ventilate, I don't

         24  think we get real planning thinking stuff from that.

         25  It's really the opportunity for you all to get beat
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          2  up and for, you know, people to ventilate. That's

          3  not how you develop a plan.

          4                 So, I don't really count those

          5  sessions as a way of really thinking sessions to

          6  develop a plan. And maybe we should just go back to

          7  the table and bring the RAB in, some of us, and

          8  let's rethink the plan before it is submitted, even

          9  though, you know, you have your time limits and so

         10  on and so forth, but to really rethink that, because

         11  I think that once the City, the State and the feds

         12  feel the pressure coming from all of us united,

         13  there's a chance that we might be able to find $68

         14  million. And believe me, in this town, in this

         15  nation, that is chump change. Chump change.

         16                 CHAIRMAN HERNANDEZ: Council member,

         17  as I indicated, as I indicated we're open. And we

         18  made it very clear that we were willing to talk to

         19  anyone that had an idea of how we can deal with this

         20  problem. We will continue to do that.

         21                 However, I want to have it both ways.

         22  I want to be able in the short term settle our

         23  financial situation and still put pressure on

         24  Washington and the State about need to be able to

         25  step up.
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          2                 And I don't think they're mutually

          3  exclusive.

          4                 COUNCIL MEMBER BARRON: No, but it's a

          5  catch-22, because, you know, the Catch-22 is that if

          6  you give them an out, saying that I could do this by

          7  getting it from the residents, then it doesn't put

          8  the pressure on them to really do their part, and

          9  it's a real Catch-22, and that's what I'm real

         10  concerned about.

         11                 And finally, and I'll stop, Mr.

         12  Chair, because I know there are others, everybody is

         13  concerned about privatization, that there's a lot of

         14  steps that seem in many developments, and even when

         15  you say a lot of vacancies in different

         16  developments, and while you say it's improvement,

         17  and you're just doing some improvements, people are

         18  looking at this right wing, conservative atmosphere

         19  that we're in with Republicans, and even some

         20  conservative Democrats, so this right wing

         21  conservative climate that we're in, that is leading

         22  to our privatization of public housing, is a real

         23  concern now, and that's why every little policy,

         24  every little regulation, every little move to

         25  balance the budget that doesn't take that into
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          2  consideration, endangers public housing. And I'll

          3  stop there.

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

          5  Mr. Chairman.

          6                 CHAIRMAN HERNANDEZ: Thank you.

          7                 CHAIRPERSON DILAN: Council Member

          8  James.

          9                 COUNCIL MEMBER JAMES: Good afternoon.

         10                 CHAIRMAN HERNANDEZ: How are you?

         11                 COUNCIL MEMBER JAMES: Oh, I'm okay.

         12                 Any talk with regards to deregulation

         13  and streamlining and words like that cause me some

         14  concern.

         15                 You, I'm sure you know by now I

         16  represent probably in Brooklyn part of the richest

         17  real estate in the Borough of Brooklyn, and as you

         18  know, that the residents of Ingersol, Whitman and

         19  Farragut have, for far too long, there's been these

         20  rumors circulating about privatization and all of

         21  them are concerned.

         22                 I basically try from time to time to

         23  put their fears at rest, but the rumors,

         24  nonetheless, continue. So, I'm obviously very much

         25  concerned with regards to this effort to
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          2  decentralize and deregulate.

          3                 Some suggestions. I became aware just

          4  recently that you pay PILOTs, Payment In Lieu of

          5  Taxes. You, in fact, pay PILOTs in the amount of,

          6  you paid $26 million for Fiscal Year 2006, and in

          7  2005 you paid the City $19 million; is that true?

          8                 MR. APPLE: Yes, we do pay a pilot,

          9  payment in lieu of taxes.

         10                 COUNCIL MEMBER JAMES: So, have you

         11  sought relief from PILOTs from this Administration?

         12                 MR. APPLE: I think as we have talked

         13  about previously the Mayor is providing $100 million

         14  in funding to us.

         15                 COUNCIL MEMBER JAMES: I recognize

         16  that.

         17                 MR. APPLE: A PILOT has been a

         18  longstanding, actually since 1934 when Housing

         19  Authority was created, there's like a statutory

         20  legal basis to a Payment In Lieu of Taxes, as you

         21  know, similar to non-profit institutions, hospitals,

         22  et cetera, where we're sort of treated the same.

         23                 So, our actual taxes, if we were

         24  taxed as an entity, would be, you know, much, much

         25  higher, ten to 20 times higher than what we pay.
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          2                 COUNCIL MEMBER JAMES: I recognize

          3  that, but perhaps we can do something legislatively

          4  to address the issue of PILOTs because you do

          5  represent the poorest among us, and because NYCHA is

          6  the last bastion of truly affordable housing in the

          7  City of New York. So, one of the things I would like

          8  to talk to you about in the future is how we can

          9  address PILOTs.

         10                 It's also my understanding that you

         11  pay $72 million for police? And that's the amount

         12  that you paid in 2006.

         13                 Can you elaborate on why you pay $72

         14  million for police services, which -- for police

         15  services?

         16                 CHAIRMAN HERNANDEZ: Well, I can have

         17  Doug walk you through the budget detail. This would

         18  be my position.

         19                 COUNCIL MEMBER JAMES: Yes.

         20                 CHAIRMAN HERNANDEZ: First of all, I

         21  think public safety is of paramount importance to

         22  public housing --

         23                 COUNCIL MEMBER JAMES: And I agree

         24  with you.

         25                 CHAIRMAN HERNANDEZ: And secondarily,
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          2  we pay a substantial amount to the Police Department

          3  for services within public housing, and we have

          4  always done that, whether it's pre-merger or post

          5  merger.

          6                 COUNCIL MEMBER JAMES: The notion is

          7  that if you pay PILOTs, which is in lieu of taxes,

          8  that you should be getting these services free. Most

          9  people who pay, for instance Forest City Ratner,

         10  he's going to be paying PILOTs and he'll be getting

         11  free police services.

         12                 CHAIRMAN HERNANDEZ: Public housing

         13  has always paid for police services.

         14                 COUNCIL MEMBER JAMES: I recognize

         15  what they always do, but you're now in a deficit.

         16                 CHAIRMAN HERNANDEZ: And I am not

         17  going to compromise the public safety of residents

         18  in public housing.

         19                 COUNCIL MEMBER JAMES: And, of course,

         20  I'm not asking you to do that. I'm asking you to

         21  think of some creative ways to address this deficit

         22  as opposed to saying decentralizing services and

         23  decentralize the public housing and asking for some

         24  relief from unfunded mandates, which protect, I

         25  think, public housing.
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          2                 CHAIRMAN HERNANDEZ: Regardless of

          3  your position on this, I am telling you that we've

          4  looked at everything, and that policing in public

          5  housing is one of my highest priorities.

          6                 I think that without policing,

          7  fundamentally you really create substantial problems

          8  within public housing.

          9                 COUNCIL MEMBER JAMES: And don't get

         10  it wrong, and for the record I am not suggesting

         11  that we should not provide for services, police

         12  services to residents of public housing, but the

         13  question is why should residents of public housing

         14  pay for police services and Payment In Lieu of Taxes

         15  in addition to that?

         16                 When people pay taxes and they're

         17  expected and they expect certain public services,

         18  one of them being police services.

         19                 MR. APPLE: And Councilwoman, if I

         20  can?

         21                 COUNCIL MEMBER JAMES: Sure.

         22                 MR. APPLE: As the Chairman mentioned

         23  earlier, actually the Housing Authority, going back

         24  to the early fifties, has really paid for policing

         25  services.
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          2                 Actually there was a Housing

          3  Authority Police Department that many of us remember

          4  really going back decades, and always going back --

          5                 COUNCIL MEMBER JAMES: Well --

          6                 MR. APPLE: -- If I could, Ma'am.

          7                 COUNCIL MEMBER JAMES: Mm-hmm.

          8                 MR. APPLE: And always during that

          9  period, the Housing Authority paid for policing

         10  services. And while the New York City Police

         11  Department provided certain services as well,

         12  there's actually in federal law, it's actually part

         13  of a long-standing federal commitment, is that these

         14  are services that are in addition to the services

         15  normally perceived residents of the City.

         16                 You're absolutely right,

         17  Councilwoman, that a PILOT, a Payment In Lieu of

         18  Taxes, provides you with a set of sort of basic

         19  services.

         20                 COUNCIL MEMBER JAMES: Correct.

         21                 MR. APPLE: The services we're

         22  receiving from the Police Department under the

         23  federal construct are services in addition to those

         24  basic services.

         25                 So, as you know, there is a Housing
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          2  Bureau.

          3                 COUNCIL MEMBER JAMES: Right.

          4                 MR. APPLE: As you know, there are

          5  nine PSAs specifically and exclusively for public

          6  housing residents that service only public housing.

          7                 We pay now for a small portion of the

          8  cost for the Housing Bureau. We pay for actually

          9  less than half of the overall costs of the Bureau.

         10  And those are costs that are really supplemental

         11  services above what normal would be received.

         12                 COUNCIL MEMBER JAMES: The New York

         13  City Housing Authority is paying for its own police

         14  services.

         15                 MR. APPLE: As I said, Ma'am, we're

         16  paying for a portion --

         17                 COUNCIL MEMBER JAMES: A portion.

         18                 MR. APPLE: -- Of the Housing

         19  Authority Bureau.

         20                 COUNCIL MEMBER JAMES: So can you tell

         21  me what the full portion that it costs for PSAs

         22  throughout all of the public housing complexes in

         23  the City of New York?

         24                 MR. APPLE: I could get you those

         25  numbers. We have to work with the City OMB to get
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          2  you that. But we can get --

          3                 COUNCIL MEMBER JAMES: I would

          4  appreciate that, because I would think --

          5                 MR. APPLE: You have our commitment

          6  that we will provide you with the full cost.

          7                 COUNCIL MEMBER JAMES: Thank you.

          8                 And I would think that we would have

          9  more adequate police services in all of the public

         10  housing complexes throughout the City of New York.

         11  Clearly residents of public housing are not getting

         12  their money their due.

         13                 CHAIRPERSON DILAN: We would ask that

         14  in addition to Council Member James, that you

         15  provide that information to the Committee, as well.

         16                 MR. APPLE: Very good.

         17                 COUNCIL MEMBER JAMES: Let's go to

         18  Section 8. As of April 30th, 2006, NYCHA has 86,631

         19  Section 8 vouchers under lease with landlords.

         20  There's a ceiling, as you know, ceiling set by

         21  Congress for Section 8 vouchers in the amount of

         22  98,000, which basically only leaves about 11, 12, my

         23  math is not too good, 12,000 dollars left for

         24  Section 8 vouchers, about 11-13,000 for domestic

         25  violence victims, 11,000, 13,000 left for the
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          2  homeless, 11,000, 12,000, again my math is not too

          3  good, for people who are burned out of their homes.

          4  Again, 11,000, 12,000, my math is kind of fuzzy, for

          5  people who are truly poor. You are taking the bulk

          6  of the Section 8 housing for public residents. What

          7  are the poor, the rest of the individuals who are

          8  suffering under the weight of poverty, where are

          9  they going to go for their Section 8 vouchers?

         10                 Have you sought to increase the

         11  number of Section 8 vouchers when you go to

         12  Washington.

         13                 MR. APPLE: As earlier when Councilman

         14  Dilan asked the question, as we explained, we're

         15  getting a new infusion of vouchers --

         16                 COUNCIL MEMBER JAMES: Do you have an

         17  amount?

         18                 MR. APPLE: -- Into the Housing

         19  Authority.

         20                 As I said earlier, we received 3,400

         21  vouchers transferred from HPD previously, as well as

         22  an additional supplement associated with new funds

         23  they receive for some programs, that will bring us

         24  to close to 5,000 new vouchers.

         25                 COUNCIL MEMBER JAMES: Are these
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          2  Section 8 vouchers the enhanced vouchers, the

          3  project-based vouchers?

          4                 MR. APPLE: No, Ma'am. These are

          5  regular Section 8 vouchers that will allow us to

          6  preserve public housing developments as affordable.

          7                 COUNCIL MEMBER JAMES: So, let's give

          8  you a scenario.

          9                 MR. APPLE: We can continue to operate

         10  them, maintain them and provide the same set of

         11  services, and I know you know these developments,

         12  they're large developments throughout the City, and

         13  they're vital.

         14                 COUNCIL MEMBER JAMES: And you've been

         15  giving them to residents in Ingersol and Whitman as

         16  we go through the modernization project, some people

         17  who gladly have taken those Section 8 vouchers and

         18  now have moved down south, moved to the Caribbean,

         19  wherever, because of the modernization project, but

         20  which is why we have now 1,000 empty apartments in

         21  Ingersol and Whitman, as a result of the

         22  modernization project, but obviously people have

         23  concerns about the whole issue of warehousing

         24  because of that whole conspiracy theory.

         25                 CHAIRMAN HERNANDEZ: I think that I've
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          2  been infinitely clear about Whitman and Ingersol

          3  both publicly and in writing that our intention is

          4  to modernize Whitman and Ingersol, not to sell it or

          5  privatize it.

          6                 COUNCIL MEMBER JAMES: Right. And I

          7  will hole the NYCHA and your successor or the next

          8  Mayor or whatever to the promise not to privatize

          9  Ingersol and Whitman, particularly now that it's

         10  become, people have discovered downtown Brooklyn.

         11                 My point, my question is, let me give

         12  you a scenario: I live in Ingersol, I get a Section

         13  8 voucher, I lose my job, what happens? Now I'm in

         14  public housing, I lose my job, the rent goes down

         15  based on my income; what happens under a Section 8

         16  scenario?

         17                 MR. APPLE: First, Councilwoman,

         18  Ingersol is not a State development.

         19                 COUNCIL MEMBER JAMES: Okay.

         20                 MR. APPLE: So, it would not be

         21  affected by this proposal.

         22                 But if you lived in Bayview Houses,

         23  which is in Councilman Barron's district, Bushwick

         24  Houses in Councilman Dilan's district --

         25                 COUNCIL MEMBER JAMES: Okay, let's use
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          2  Bayview. Let's use Bayview.

          3                 MR. APPLE: Section 8 works similar to

          4  public housing in that regard. It's an income-based

          5  rent, so if your income goes down your rent will go

          6  down.

          7                 So, if you would lose your job, your

          8  rent would go down, if your income went down, then

          9  your rent will go down.

         10                 COUNCIL MEMBER JAMES: Okay, that's

         11  not my understanding of Section 8, but we can

         12  disagree on that.

         13                 MR. APPLE: It's actually a federal

         14  law. We can provide you with all the statutes, and

         15  if you'd like we could do a more detailed briefing

         16  for you on the specifics of Section 8. It's very

         17  similar in many ways to public housing in that

         18  regard.

         19                 There are some differences, I will

         20  acknowledge.

         21                 COUNCIL MEMBER JAMES: Yes.

         22                 MR. APPLE: But I'm not sure who -- I

         23  know you follow the statutes very closely.

         24                 COUNCIL MEMBER JAMES: Yes.

         25                 MR. APPLE: And we can provide you
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          2  with all the relevant statutes so you can see what

          3  the federal law requires.

          4                 COUNCIL MEMBER JAMES: I appreciate

          5  that.

          6                 In your testimony, you talked about

          7  how you want to preserve, improve the quality of

          8  services provided to residents.

          9                 Last night you happened to be, I

         10  believe, at a meeting of Whitman where some

         11  residents came to my home early this morning and

         12  provided me a copy of what you distributed, and in

         13  it it says you're implementing management and

         14  technology, technological improvements to reduce

         15  cost and improve services. It talks about you want

         16  to decentralize paint and elevator operations to

         17  have resources closer to the point of service. You

         18  want to consolidate select management offices to

         19  reduce cost, you want to continue to reduce

         20  personnel through attrition by eliminating 50

         21  percent of staff vacancies, reduce the

         22  administrative costs of our capital program and

         23  implement, as you point out today, the computer

         24  infrastructure services; can you talk about all of

         25  this decentralization and these reduction and these
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          2  consolidation plans, and this reduction in personnel

          3  that you talked about last night at Whitman?

          4                 MR. APPLE: Sure. I'll be glad to,

          5  Councilman.

          6                 COUNCIL MEMBER JAMES: Because it's

          7  not in your testimony.

          8                 MR. APPLE: It actually is in our

          9  testimony, and it's also in our seven-point plan in

         10  great detail.

         11                 COUNCIL MEMBER JAMES: Okay.

         12                 MR. APPLE: A number of things that we

         13  are doing, because, and we've heard this across the

         14  City, the Chairman talked about it in his testimony,

         15  really the challenge I think we face is to be both

         16  fiscally stable so we can preserve public housing, I

         17  think something we both really share that goal, as

         18  well as really improving the quality of services to

         19  residents. I think that's something that we hear all

         20  the time, and justifiably so.

         21                 COUNCIL MEMBER JAMES: I've been told

         22  by the Chair that I have to wrap up. So, two last

         23  questions.

         24                 MR. APPLE: Sure.

         25                 COUNCIL MEMBER JAMES: And there was
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          2  one that I really wanted to get in. Let me just

          3  collect my thoughts for a second.

          4                 Mr. Chair, do you mind if I differ

          5  for a minute or two? Two last questions?

          6                 CHAIRPERSON DILAN: I would appreciate

          7  it if you would just take your time, get your

          8  questions in, and we can allow Council Member Vann

          9  to question the panel, and then we can release the

         10  panel.

         11                 COUNCIL MEMBER JAMES: Oh, okay. I

         12  just remembered.

         13                 Apparently you have indicated that

         14  you do not want to deregulate that, that is your

         15  commitment to public housing, but the question is

         16  whether or not you can provide to the Chair and to

         17  this body a detailed, in detail what federal waivers

         18  that you're going to seek. Can you provide that in

         19  writing to the Chair so that we can have some level

         20  of comfort. I mean, I'm concerned about the Brook

         21  Amendment, I'm concerned about term limits.

         22                 MR. APPLE: Sure. And if I could,

         23  because really what we're seeking is not really a

         24  series of waivers to change the regulations and

         25  rules that govern public housing. They're the rules
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          2  and regulations we have lived by for a long time.

          3  They work here in New York, and we want to see them

          4  continue.

          5                 What we're really seeking, first and

          6  foremost, is flexibility in the funding so that we

          7  can get -- and we suggest and we sort of talk to our

          8  congressional allegation about this, because we do

          9  recognize the concerns you're raising. They're

         10  absolutely very legitimate concerns, they're

         11  concerns we all would share. No one would want to

         12  see those things happen.

         13                 COUNCIL MEMBER JAMES: You're not

         14  going to apply for any federal waivers?

         15                 MR. APPLE: If I could finish, Council

         16  member, I'd be glad to try to.

         17                 COUNCIL MEMBER JAMES: Sure.

         18                 MR. APPLE: What we really first and

         19  foremost need and seek is flexibility in funding.

         20  That could be achieved through an act of Congress --

         21                 COUNCIL MEMBER JAMES: Yes.

         22                 MR. APPLE:-- That would not require a

         23  designation as MTW, and we've begun to talk to our

         24  delegation about an approach that would have a very

         25  limited and targeted approach to accomplish that.
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          2                 COUNCIL MEMBER JAMES: Okay. So, let

          3  me just recap what you just said.

          4                 You may not apply for this Moving To

          5  Work proposal.

          6                 MR. APPLE: HUD has made clear that

          7  the program is no longer open to Housing

          8  Authorities.

          9                 COUNCIL MEMBER JAMES: Okay.

         10                 MR. APPLE: The only route we can go

         11  to achieve this goal is through congressional

         12  action.

         13                 We have talked to our delegation, who

         14  has been incredibly supportive, and incredibly

         15  committed to helping us. Though, as you know, with

         16  significant concerns and legitimate issues, and we

         17  would suggest there is a very specific way to

         18  achieve this goal, a goal to give us funding

         19  flexibility that does not impact or address any of

         20  those issues that you raised about Brook or term

         21  limits.

         22                 And, frankly, as long as we get that

         23  flexibility, that's what we need.

         24                 COUNCIL MEMBER JAMES: And who are you

         25  talking to in Washington? Who is going to be
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          2  carrying this legislation?

          3                 MR. APPLE: Everybody.

          4                 COUNCIL MEMBER JAMES: Everybody,

          5  okay.

          6                 Okay. And is it true that NYCHA does

          7  not accept Section 8 voucher holders that are

          8  homeless, due to displacement or fire? Is that a

          9  true statement?

         10                 MR. APPLE: No, not true at all.

         11                 COUNCIL MEMBER JAMES: Thank you.

         12                 CHAIRPERSON DILAN: Council Member

         13  Vann.

         14                 COUNCIL MEMBER VANN: Yes, thank you,

         15  Mr. Chairman.

         16                 Good evening, gentlemen. Good

         17  evening. It was good morning when you started out,

         18  right?

         19                 I have good news and bad news; what

         20  do you want first?

         21                 CHAIRMAN HERNANDEZ: Bad news.

         22                 COUNCIL MEMBER VANN: Okay, the bad

         23  news is not so bad. I really accept and agree with

         24  the conclusions drawn by Council Member Barron and

         25  all the members, really, and the inquiry by Council
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          2  Member James I thought was rather extraordinary, in

          3  terms of she raised issues that I have not been

          4  aware of, in terms of the PILOT and the money that

          5  you pay for your own police. Those are interesting

          6  areas to explore, in terms of seeking a remedy

          7  that's very creative.

          8                 And, so, the good news, I'm going to

          9  be brief, because the points I would raise have

         10  really pretty much been raised, but I concur with

         11  the position that most members on the Committee have

         12  really taken. You know, the Section 8 piece, I was

         13  going to ask about that, but you dealt with that.

         14                 I was not quite clear on the MTW,

         15  Moving To Work. Is that seeking deregulation? Is

         16  that relaxing rules, eliminating certain rules,

         17  getting more flexibility; is that what Moving To

         18  Work means? I want to be clear on that.

         19                 CHAIRMAN HERNANDEZ: Yes. It's a

         20  federal program that would afford the locality the

         21  flexibility to be able to, as General Manager

         22  indicated, commingle your funding, to be able to use

         23  your funding. And then it has myriad programmatic

         24  reforms that you could make. And that's the

         25  discussion that we've been having, that we're more
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          2  interested in just being able to have the

          3  flexibility with the funds, and not necessarily as

          4  interested in some of the programmatic reliefs that

          5  will be available through the Moving To Work

          6  Program.

          7                 COUNCIL MEMBER VANN: Could you give

          8  me a specific example of what it is you would like

          9  to get rid of, and give me an example of what it is

         10  you would want to use it for? Anything come to mind?

         11                 CHAIRMAN HERNANDEZ: Well, again, if

         12  we were to get the remedy that we're seeking with

         13  the Congressional Delegation, it would be a moot

         14  point, because we would only then have the funding

         15  flexibility, and that's what we really need. But if

         16  you wanted to get two examples of what you can do

         17  with moving to work, something that I would consider

         18  as positive, is that right now in public housing you

         19  have to have all residents -- let's say if you take

         20  Section 8, you have 85,000 vouchers, all residents

         21  would have to go through an annual income

         22  verification.

         23                 You could be afforded the flexibility

         24  to say that if you're a senior on a fixed income,

         25  that maybe you should do that every three years or
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          2  every two years, which could yield savings in the

          3  long run because you wouldn't have to have as

          4  enormous bureaucratic apparatus to do all of those

          5  income verifications each and every year. It would

          6  be the same thing with inspections, apartment

          7  inspections, that you would have to do 85,000

          8  inspections. When in reality if you have a good

          9  landlord, maybe you'd do a random sample, and you

         10  don't do all 8,000 apartments that they have in the

         11  portfolio, that would be a positive thing.

         12                 Some of the negative things that you

         13  could do, the one that I would support at all, is

         14  that you can set time limits on how long people can

         15  be in public housing. It's been done in other

         16  jurisdictions. I don't think it's something that

         17  will work in New York. It's not something that we

         18  support. So, I think the Council members and Housing

         19  Authority share that value.

         20                 COUNCIL MEMBER VANN: All right.

         21  That's an interesting dilemma, because usually

         22  federal law preempt local and State law for a good

         23  reason, and when you have an enlightened local power

         24  Mayor, City Council, it may be great, because to get

         25  those waivers, and you know you have a very

                                                            246

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  sensitive, progressive Executive, and they make all

          3  the things in the best interest of the people, and

          4  then the elections come out, and another Mayor and

          5  another City Council is there and they roll back.

          6  You know, so, I could understand. If I were in your

          7  shoes, I would want the ability to do some of the

          8  things that you may want to do based on your

          9  experience and where you are coming from. Again,

         10  when you and others go, that ability is still there.

         11  So, it's really something that you would guard very

         12  closely, and whether or not we really want to put

         13  ourselves in that position.

         14                 CHAIRMAN HERNANDEZ: Yes, we would as

         15  well. It's the dialogue that we're having with

         16  various stakeholders. I have testified in Washington

         17  about this issue many times, and I've indicated what

         18  I would support or what I would not support, and the

         19  only way that we would do this, is as the General

         20  Manager indicated, we can find a way the

         21  Congressional Delegation can be successful in

         22  codifying protections for New York City.

         23                 COUNCIL MEMBER VANN: I have been told

         24  that NYCHA has provided some $6 million as a result

         25  of a bond sale, a bond issue, and I guess
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          2  essentially that money was supposed to be used for

          3  repairs and so forth in public housing; is that

          4  accurate?

          5                 CHAIRMAN HERNANDEZ: Yes. The Mayor

          6  and I announced a major, major capital deal that

          7  essentially is a combination of bond proceeds, $600

          8  million that combined with our HUD capital funding

          9  gives us $2 billion over the course of the next four

         10  years to be able to accelerate a lot of our

         11  modernization programs.

         12                 As you know, our buildings are old,

         13  30, 60 years of age. We need to make vast

         14  investments in their infrastructure, and we never

         15  really have enough money to be able to do that.

         16                 We did, as the General Manager also

         17  indicated, have a firm that came in and did a

         18  quantitative assessment of our properties, and we've

         19  already done $300 million of the bond deal, and are

         20  making major investments in infrastructure work,

         21  building, facades, roofing and things of that nature

         22  to be able to ensure that we have these buildings in

         23  good shape for the future.

         24                 COUNCIL MEMBER VANN: So, this 600

         25  million is to be spent over a four-, five-year

                                                            248

          1  FINANCE AND HOUSING AND BUILDINGS COMMITTEES

          2  period?

          3                 CHAIRMAN HERNANDEZ: Yes. Yes.

          4                 COUNCIL MEMBER VANN: So, no one

          5  should expect that you've already spent this money.

          6  This money is to be spent over a longer period of

          7  time.

          8                 CHAIRMAN HERNANDEZ: We're spending it

          9  now, but it's a four-year capital plan.

         10                 COUNCIL MEMBER VANN: Okay. Okay.

         11                 All right, I'm through, Mr. Chairman.

         12  I just want to reiterate, this plan, I know it's

         13  well thought out, it's a reasoned plan, from your

         14  perspective, and I can see your attempt to minimize

         15  the impact on the residents. But it doesn't do that.

         16  There is no plan where you are taxing the lease in

         17  our City, the people who have the lease.

         18                 There is no plan that you can come up

         19  with where they have to give more that would be

         20  acceptable, you know, to most of us in the City

         21  Council, and indeed around the City. And, so, that's

         22  why I was so excited by the ideas that were raised

         23  by the Council members here, areas where you're

         24  really finding a way through the back door for the

         25  City to come up with more money to deal with the
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          2  situation, which is not a bad way to go. So, you

          3  don't have an outright appropriation of the $168

          4  million, but if you don't have to pay that PILOT, or

          5  as much, or if you don't have to pay for your

          6  police, it's the same thing. So, I don't think that

          7  something should just be not given due consideration

          8  because it might be a way out of the situation, a

          9  win/win so-to-speak.

         10                 CHAIRMAN HERNANDEZ: I would only say

         11  that, again, I think that we've come up with a

         12  reasonable, what I think is equitable plan. And I

         13  think that sometimes there is a tendency of looking

         14  at a population in a very homogeneous way. And while

         15  I would agree with Councilman Barron that people in

         16  public housing are not wealthy, we do have an

         17  inequity, we have an inherent inequity in the

         18  system. We have the most vulnerable, poorest people

         19  in the public housing paying more of their annual

         20  income towards rent, and that's the 73 percent than

         21  the 27 percent at a higher income. And there's a

         22  stratification in that income that goes up.

         23                 Because once you're in public

         24  housing, as long as you follow the rules you remain

         25  in public housing. So, theoretically, not even
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          2  theoretically, in reality there are people that are

          3  in public housing that are higher income and are

          4  paying maybe 15 percent or ten percent of the annual

          5  income towards rent.

          6                 So, yes, it was a hard decision, but

          7  we came up with a decision which we thought was

          8  reasonable, fair and equitable.

          9                 COUNCIL MEMBER VANN: Yes, one last

         10  question. Now that Rosie is back, I can give up.

         11                 That 27 percent you mentioned?

         12                 CHAIRMAN HERNANDEZ: Correct.

         13                 COUNCIL MEMBER VANN: Can you tell me

         14  something about it? What's the highest income in

         15  that group and what's the average income in that

         16  group you're talking about.

         17                 MR. APPLE: Councilman, the average

         18  income in that group is around $41,000. And the high

         19  is over $100,000.

         20                 COUNCIL MEMBER VANN: Average of 41.

         21  The high being 100.

         22                 MR. APPLE: Actually, sir, to be over

         23  100.

         24                 COUNCIL MEMBER VANN: A rather small

         25  percentage, but if the average is 40 --
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          2                 CHAIRMAN HERNANDEZ: Well, that's why

          3  I indicated that you have to stratify the

          4  population.

          5                 COUNCIL MEMBER VANN: Right. I think

          6  the Chairman would like to see those statistics. I'd

          7  like very much to.

          8                 MR. APPLE: We would be glad to

          9  provide them.

         10                 COUNCIL MEMBER VANN: Thank you. Thank

         11  you, gentlemen.

         12                 CHAIRPERSON DILAN: And I'd like to

         13  say that in my experience, it's the first successful

         14  filibuster I've seen in the City Council in four

         15  years.

         16                 Chair Mendez, do you have anything

         17  further?

         18                 CHAIRPERSON MENDEZ: I have a lot more

         19  questions, but since it's very disjointed for me,

         20  and we also have time limits here, and what I would

         21  like to do is, because we have scheduled a hearing

         22  of the Subcommittee, and I would like it to be, to

         23  continue this hearing and this issue. We've

         24  scheduled a date for June 12th. So, I think since

         25  it's been a long day already, and members of the
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          2  public on that day will have an opportunity to speak

          3  as well, and it will give me the opportunity to see

          4  what questions have been asked in my absence, that

          5  I'll defer everything until June 12th, Mr. Chairman.

          6                 CHAIRMAN HERNANDEZ: Thank you, Chair.

          7                 CHAIRPERSON DILAN: Thank you. And we

          8  look forward to that hearing on June 12th and the

          9  potential outcome that's in the best interest of all

         10  the NYCHA residents.

         11                 With that, that concludes this

         12  portion of the Fiscal Year 2007 Executive Budget

         13  hearing for the Committee on Housing and Buildings,

         14  and we will conclude this hearing on behalf of the

         15  Finance Committee as well.

         16                 CHAIRMAN HERNANDEZ: Thank you, Chair.

         17                 (Hearing concluded at 5:15 p.m.)
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