          1

          2  CITY COUNCIL

          3

             CITY OF NEW YORK

          4

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

          5

             THE TRANSCRIPT OF THE MINUTES

          6

                       of the

          7

             COMMITTEE ON FINANCE

          8  (Held Jointly With)

             COMMITTEE ON ENVIRONMENTAL

          9  PROTECTION

                       - and -

         10  THE PUBLIC SESSION

         11  -------------------------------x

         12

                            May 16, 2007

         13                 Start:  2:00 p.m.

                            Recess: 5:28 p.m.

         14

                            City Hall

         15                 Council Chambers

                            New York, New York

         16

         17       B E F O R E:

         18              DAVID WEPRIN

                                 Chairperson, Finance Committee

         19

                         JAMES GENNARO

         20                      Chairperson, Environmental

                                 Protection Committee

         21

         22

         23

         24       LEGAL-EASE COURT REPORTING SERVICES, INC.

                         17 Battery Place -  Suite 1308

         25              New York, New York 10004

                              (800) 756-3410

                                                            2

          1

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

          3

             COUNCIL MEMBERS:

          4

          5  Joel Rivera

             Diana Reyna

          6  Maria Baez

             Leroy Comrie

          7  Bill DeBlasio

             Lewis Fidler

          8  Alan Gerson

             Eric Gioia

          9  Robert Jackson

             Oliver Koppell

         10  Helen Sears

             Peter Vallone, Jr.

         11  Albert Vann

             David Yassky

         12  Vincent Gentile

             Dennis Gallagher

         13  James Oddo

             Letitia James

         14  Melissa Mark-Viverito

             Thomas White

         15  Matthew Eugene

             Vincent Ignizio

         16

             A P P E A R A N C E S (CONTINUED)

         17

         18  Emily Lloyd

             Commissioner

         19  NYC Department of Environmental Protection

         20  Mark Hoffer

             NYC Department of Environmental Protection

         21

             Steven Lawitts

         22  Deputy Commissioner

             NYC Department of Environmental Protection

         23

             Dave Warren

         24  Assistant Commissioner

             Bureau of Water Supply

         25  NYC Department of Environmental Protection

                                                            3

          1

          2  A P P E A R A N C E S (CONTINUED)

          3

             Al Lopez

          4  Deputy Commissioner

             NYC Department of Environmental Protection

          5

             Robert Avaltroni

          6  Deputy Commissioner

             NYC Department of Environmental Protection

          7

             Lt. Edward Boles

          8  Uniformed Fire Officers Association

             Local 854

          9  International Association of Fire Fighters, AFL-CIO

         10  Andrew Scherer

             Executive Director and President

         11  Legal Services for New York City

         12  Gibb Surette

             President

         13  Legal Services Staff Association

         14  Richard M. Greenberg

             Office of the Appellate Defender

         15

             Joseph Garber

         16  Corresponding Secretary

             Civil Service Merit Council

         17

             Leonard E. Noisette

         18  Executive Director

             Neighborhood Defender Service

         19

             Josefina Sanfeliu

         20  Latinas Against Fire Cuts

         21  Holly Fuchs Ferguson

             Chair, Fire Committee

         22  Community Board No. 8, Brooklyn

         23

         24

         25

                                                            4

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2                 CHAIRPERSON WEPRIN: Good afternoon.

          3  The Finance Committee is back in session, and we are

          4  now joint with the Committee on Environmental

          5  Protection, Chaired by Councilman Jim Gennaro. I'm

          6  David Weprin, I Chair the Finance Committee. We have

          7  a few members who are here now and we will be have

          8  more joining us.

          9                 We have Council Member Vincent

         10  Ignizio from Staten Island, Council Member Matthew

         11  Eugene, our newest Council member, from Brooklyn,

         12  Council Member Diana Reyna from Brooklyn and Queens.

         13  And we'll be hearing shortly from Commissioner Emily

         14  Lloyd. But before we hear from the Commissioner,

         15  I've got a statement to make, and I know Chair

         16  Gennaro has a statement to make, as well, and since

         17  this portion of the hearing is supposed to be

         18  devoted to Capital followed by Expense, I'm going to

         19  refine my remarks to Monday's action of the New York

         20  City Water Board, which had a historic record

         21  increase of 11 and a half percent on rates, on top

         22  of a nine and a half percent increase last year.

         23                 And this rate increase adopted by the

         24  Water Board, in my opinion, places significant

         25  hardship on homeowners, seniors living on fixed
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          2  incomes, cooperatives and small businesses.

          3                 The 21 percent increase in water

          4  rates over the past two years come during a time

          5  when New Yorkers should be reaping the benefits of

          6  what the Mayor says is a $4.5 billion surplus and

          7  the City Council says is well over 5 billion, is one

          8  of the reasons why many middle class families are

          9  being taxed out of New York City.

         10                 The Water Board's inability to adopt

         11  policies that keep rates as low as possible has left

         12  homeowners across the City drowning in tax hikes.

         13                 The property tax rebates that

         14  homeowners have been able to enjoy for the past four

         15  years equate to very little financially for property

         16  owners because of the increased water rate.

         17                 We can't put money in their hands one

         18  minute and take it away the next if we expect anyone

         19  to benefit from New York's current wave of fiscal

         20  success.

         21                 With the large multi-billion dollar

         22  budgetary surplus in-hand, I find it incredible to

         23  believe that a rate hike by the Water Board was

         24  necessary or warranted. There was obviously no

         25  consideration at all given for public sentiment in
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          2  the Water Board's decision to increase rates this

          3  past Monday.

          4                 We had an opportunity to give New

          5  Yorkers a much needed tax break but it was washed

          6  away due to the water rate increase. The rate hike

          7  looks like price gouging to me with the enormous

          8  surplus that the Water Board projects. Rising

          9  property tax bills and water use taxes represent

         10  significant costs that property owners can no longer

         11  afford to bear. What I find most disturbing about

         12  the rate increase is that this is just another prime

         13  example of why New York is becoming less and less

         14  livable for the middle class. It's tax increases

         15  like this that are contributing to the middle class

         16  migration of residents who can no longer afford to

         17  call New York home.

         18                 To add insult to injury, one of the

         19  reasons cited by the Water Board for this increase,

         20  was that water consumption has been down, and as a

         21  result, the overall revenue to the City or to the

         22  Water Board has gone down in recent years because of

         23  water conservation.

         24                 So, what we're basically telling

         25  citizens, consumers, is that they've been punished
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          2  for conserving water, as a result their bills are

          3  going up, which I find outrageous.

          4                 I will now turn the mic over to my

          5  Co-Chair Councilman Jim Gennaro.

          6                 CHAIRPERSON GENNARO: Thank you,

          7  David. Thank you for chairing this hearing today.

          8  I'm happy to co-chair it with you. Just a little

          9  housekeeping, we are joined by Council Member

         10  Vallone, who is now with us. I'm happy to have you

         11  here, Peter. And also good to welcome Council Member

         12  Eugene, the newest member of the Committee on

         13  Environmental Protection.

         14                 I'm Council Member Jim Gennaro, Chair

         15  of the Committee on Environmental Protection. Of

         16  course, this is a hearing on the FY '08 budget. As

         17  David said, we'll be hearing testimony from DEP

         18  about their agency operations and their budget, and

         19  we're going to be making an exploration in today's

         20  hearing of the agency's plan regarding EPA's

         21  filtration avoidance determination, known as the

         22  FAD, and particularly as it relates to land

         23  acquisition in the watershed. We're talking about

         24  the watershed protection program and the watershed

         25  security. Councilman Vallone always has questions on
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          2  that, for which I thank him. We're going to talk

          3  about federal and State consent orders, Delaware

          4  Aqueduct repairs, Croton Water Filtration Plant, and

          5  other important items.

          6                 But before proceeding to Commissioner

          7  Lloyd and Deputy Commissioner Lawitts, who I'm

          8  gratified are here with us today, I, like David,

          9  want to spend a little bit of time on an issue that

         10  David mentioned and it's of particular concern to me

         11  as Chairman of this Committee, and of all New

         12  Yorkers, and that is the unprecedented hike in water

         13  and sewer rates. And as David said, it was 11 and a

         14  half percent, the largest rate increase in 15 years.

         15                 And in today's hearing, we'll have a

         16  full, open and frank discussion with DEP, as

         17  representatives of the Administration, and as

         18  outspoken supporters of this rate hike, about why

         19  the Administration felt it had no other recourse

         20  other than to financially strap New Yorkers with

         21  such a devastating rate hike.

         22                 And I want to get to the bottom of

         23  the Administration's seeming and inexplicable let

         24  them eat cake attitude towards such monster rate

         25  hikes this year and in the future.
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          2                 And I suppose it may come as a

          3  surprise to some, but the truth is that average New

          4  Yorkers are hurting, the cost of living in this City

          5  has jumped 15 percent over the last five years, New

          6  Yorkers have the highest combined State and local

          7  tax burden in the nation. As a matter of fact, if

          8  you open today's papers there are stories about that

          9  in today's papers.

         10                 As a consequence, our neighborhoods

         11  struggle daily to provide necessities for their

         12  families, and keep their businesses. Our seniors

         13  struggle daily to cover their medical cost, our

         14  small businesses struggle daily to keep their shops

         15  open and meet their payrolls.

         16                 This is why I am frankly baffled by

         17  the Administration's seemingly blithe attitude

         18  toward this year's 11.5 hike in water and sewer

         19  rates. On numerous occasion, Administration

         20  officials have suggested that this year's hike is no

         21  big deal because even with the hike, our water rates

         22  are lower than the national average. And I'll tell

         23  you, once again I'll say this, let them eat cake

         24  expression of compassion towards struggling New

         25  Yorkers do absolutely nothing to soften the blow of
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          2  pushing your average water bill up to $700 annually.

          3                 And then what I want to get a little

          4  specific about what really I think is driving this.

          5  I'm particularly baffled by the Administration's

          6  complete and utter refusal to consider, let alone

          7  justify their opposition to, getting rid of the

          8  so-called rental payments to the City's general

          9  operating budget. And this really is a critical

         10  thing to understand.

         11                 These rental payments are nothing

         12  short of a secret regressive tax. It's very

         13  difficult to find someone in New York City, or even

         14  in New York City government, that knows anything

         15  about them. This is a tax that robs both rate

         16  payers, and the water and wastewater system's

         17  budget, simply to add money to the City's coffers,

         18  which as David mentioned, are now overflowing with,

         19  depending on your estimate of the surplus, the

         20  Administration says it's 4.4, David says it's 5.2, I

         21  don't know, but it's certainly a big number.

         22  Critically, getting rid of this punitive accounting

         23  gimmick would have reduced this year's rate hike by

         24  at least four percentage points and put $75 million

         25  back into the pockets of New Yorkers struggling to
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          2  make ends meet.

          3                 The rental payment is money that the

          4  Water Board collects from rate payers and pays to

          5  the City of New York, part of the rental payment

          6  goes to legitimate payments of pre-1985 general

          7  obligation debt that were for water and sewer

          8  projects and the rest of the money goes to the

          9  City's general fund. And if you look at the graph of

         10  how this is going to be going up over the next

         11  couple of years, it's going to skyrocket out of site

         12  very, very quickly, and we have to do something

         13  about it, and this certainly would be the year to do

         14  something about it.

         15                 And as I was saying, this will

         16  mushroom over time. By Fiscal 2015, this rental

         17  payment will top $310 million, which you would have

         18  to raise water rates 16 points in that year just to

         19  meet the rental payment, not a dime of which would

         20  do anything for water and sewer projects, next year

         21  it will be 75 million but within seven years $310

         22  million, not a dime going for water and sewer

         23  projects. And statements from the Administration

         24  linking rental payments to maintaining the water

         25  system or increasing unpaid bill collections are
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          2  simply red herrings. Rental payments don't help the

          3  water and wastewater system, they hurt it by

          4  stealing rate payer money from the system's budget

          5  in order to subsidize the City's general fund.

          6                 As such, rental payments to the

          7  general fund make it harder to maintain and improve

          8  the system, and harder to accomplish fundamental

          9  improvements to customer service, billing and

         10  collections. Such as some of the basics, like

         11  determining who is getting their bill and who isn't,

         12  who is getting correct bills and who isn't, who is

         13  paying their bills and who isn't, basics that DEP,

         14  notwithstanding the Herculean efforts and great

         15  progress made by Joe Singleton and his team, still

         16  isn't able to accomplish to a level that needs to be

         17  established, and they would be the first to admit

         18  that.

         19                 Defending continuing rental payments

         20  to the City's general fund, because other

         21  municipalities make such payments are also red

         22  herrings. Aggressive taxes are aggressive taxes.

         23  Spreading the blame doesn't do a thing for New York

         24  City ratepayers.

         25                 Frankly, these type of statements are
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          2  a tone deaf affront to struggling New Yorkers that

          3  only serve to perpetuate a Marie Antoinnettesque

          4  image of lacking an appreciation of the impact an

          5  11.5 percent rate hike will have on typical New

          6  Yorkers.

          7                 Rather than rhetoric, what would have

          8  made a difference to the hundreds of thousands of

          9  homeowners, seniors, small businesses and other

         10  financially strapped New Yorkers would have been to

         11  avoid this year's double-digit water rate hike by

         12  getting rid of the obsolete and unconscionable

         13  rental payment to the City of New York's general

         14  fund.

         15                 So, as I've said previously, in

         16  addition to covering other ground in DEP's Expense

         17  and Capital budgets, I would like to spend some time

         18  here today having full, open, frank discussions of

         19  why the Administration felt they had no other

         20  recourse than but to slap financially strapped New

         21  Yorkers with a whopping 11 and a half percent water

         22  rate hike, that includes $75 million that does not

         23  go in any way, shape or form to water and sewer

         24  projects.

         25                 Now, I'm sure that in the course of
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          2  today's hearing we're going to hear from the

          3  Administration about their proposal to do, you know,

          4  water lien sales. Water lien sales are the magic

          5  bullet that are going to make a city solvent,

          6  they're going to take care of everything. And it is

          7  really, in my opinion, notwithstanding the profound

          8  respect I have for the people who work for our

          9  environment each and every day who are sitting here

         10  among us, and I think it's coming from the

         11  Administration, it's not coming from DEP, but this

         12  is simply an act of hubris to put water lien sales

         13  on the table feigning concern about water rates and

         14  what we have to do to keep down water rates and how

         15  water lien sales are going to keep down water rates,

         16  when, in fact, $75 million, four points on the rate,

         17  are going back to OMB.

         18                 So, you can't come into this Chamber

         19  and talk about how we're concerned about water rates

         20  while you're siphoning off $75 million to go back to

         21  the general fund. It just doesn't wash. And other

         22  concerns that we have about water lien sales are, as

         23  I said, notwithstanding the fact the progress that's

         24  been made by DEP in recent years to move forward on

         25  their bill accuracy, on their bill collection, on
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          2  getting things more state-of-the-art, the fact of

          3  the matter that any of the 51 Council members can

          4  tell you, because we get the calls when people have

          5  the inaccurate bills, there are still a lot of

          6  inaccuracies out there, notwithstanding the

          7  progress, and it would be -- it is premature to give

          8  more aggressive collection methodologies to DEP when

          9  we don't have the accurate water billing system that

         10  you need as a prerequisite for that kind of

         11  activity.

         12                 There could be a mistake. We all know

         13  of the grandmas that have the $400,000 water bills

         14  and all the problems that we get in our office,

         15  there are still thousands of properties,

         16  notwithstanding progress that's been made, there's

         17  still thousands of properties that get service from

         18  DEP but do not get any bills, because DEP has no

         19  account for them.

         20                 Unless and until DEP continues its

         21  current path of getting the most accurate billing

         22  system that we can reasonably have, when and only

         23  when that happens should water lien sales be put on

         24  the table.

         25                 And with regard to having concern for
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          2  water rate hikes, any Administration that would

          3  knowingly, that would knowingly take $75 million in

          4  FY '08 to return to the general fund when we have a

          5  $5 billion budget, you know, surplus doesn't really

          6  care about water rates.

          7                 I am almost sorry for DEP and the

          8  position, the untenable position that the

          9  Administration has placed them in here, to advocate

         10  for water lien sales, to advocate against getting

         11  rid of the rental payments, and you heard the

         12  statements of the water board, the people who are

         13  the regulators, the people who are the regulators

         14  believe that the rental payment is a bad idea. The

         15  Chairman of the Water Board, Jim Tripp, has vowed to

         16  fight it with a vengeance, but notwithstanding their

         17  desire to do so, I think they are inhibited in doing

         18  that. I will get into my other sort of, as I'm going

         19  along, my other sort of pet peeve, there is no real

         20  independence. The Water Board is supposed to be an

         21  independent entity, but every individual that works

         22  for the Water Board, that gives information to the

         23  Water Board, is an employee of the Administration,

         24  and it would be analogous to this Legislature not

         25  having our own staff, because we're supposed to be
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          2  independent from the Executive, we're separate

          3  branches of government, we have a staff, the Mayor

          4  has staff, and so it would be, what exists now with

          5  the Water Board because they don't have independent

          6  staff, would be the same as if we had to staff here

          7  at the City Council, and we're completely dependent

          8  on the Administration to provide us with staff. I

          9  think we'd get different staff or different answers,

         10  if we had the Administration staffing our hearings.

         11                 There needs to be a truly independent

         12  Water Board, not something that is merely your

         13  rubber stamp for the Administration's wishes. We

         14  can't have, you can't have a situation where the

         15  regulator and the regulated entity are absolutely

         16  one in the same and so they're sitting there on

         17  Monday, they're saying we shouldn't be doing this,

         18  this is really bad, we've got to get rid of this

         19  thing but the Administration won't let us.

         20                 This is the situation that we're in.

         21  It has to end. David and I are getting older, and we

         22  thought this was going to be the year that we're

         23  really going to make some progress on this. So, I

         24  will close my statement with that. I will thank the

         25  Chairman for his tolerance, and I will once again,
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          2  you know, notwithstanding my comments, express the

          3  level of admiration for all the good people that

          4  work in DEP and what they do. I think you were just

          5  put in a really, really bad spot, and I kind of

          6  called you on it.

          7                 But, so, there you have it. So, with

          8  that said, Madam Commissioner, Mr. Deputy

          9  Commissioner, a pleasure to have you here today.

         10                 And any other housekeeping chores we

         11  have to do? Okay, what we'll do is call upon the

         12  Counsel to the Committee, Donna DeCostanzo, to swear

         13  the witnesses. And as she's doing that, I just want

         14  to thank in a special way the staff that made this

         15  hearing possible. Of course, we've got Donna

         16  DeCostanzo, Counsel to Committee; Dan Avery; Latonia

         17  McKinney; Jonathan Rosenberg; Shadon Smith; my own

         18  Chief of Staff Peter Washberg. Thank you one and all

         19  for being here. And Donna, you can proceed with the

         20  oath, after which, Madam Commissioner, you can begin

         21  your good testimony.

         22                 Thank you.

         23                 MS. DeCOSTANZO: Please raise your

         24  right hands.

         25                 In the testimony that you're about to
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          2  give, do you swear or affirm to tell the truth, the

          3  whole truth and nothing but the truth?

          4                 COMMISSIONER LLOYD: I do.

          5                 DEPUTY COMMISSIONER LAWITTS: I do.

          6                 MS. DeCOSTANZO: Thank you.

          7                 (Witnesses sworn.)

          8                 CHAIRPERSON WEPRIN: Proceed.

          9                 COMMISSIONER LLOYD: Thank you.

         10                 CHAIRPERSON WEPRIN: Thank you for

         11  your patience.

         12                 COMMISSIONER LLOYD: Good afternoon,

         13  Chairman Weprin and Chairman Gennaro and the members

         14  of the Finance Committee and the Committee on

         15  Environmental Protection. We appreciate the

         16  opportunity to present testimony on the Department

         17  of Environmental Protection's Capital and Expense

         18  Budgets for Fiscal Year 2008, and I'm sure the

         19  opportunity to have a discussion about a variety of

         20  issues that I know you're concerned about. As

         21  requested during March's Preliminary Budget hearing,

         22  we've divided today's testimony into separate

         23  capital and expense sections. First, however, I

         24  would like to more broadly characterize DEP

         25  activities over the past year and provide a context
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          2  for the priorities funded in Fiscal Year 2008

          3  budgets.

          4                 It has been an eventful year for DEP.

          5  The US Environmental Protection Agency's issuance of

          6  a Draft Ten-Year Filtration Avoidance Determination,

          7  the development of the Mayor's Comprehensive PlaNYC

          8  agenda, and significant improvements in customer

          9  service billing and collection operations we feel

         10  all mark successes for DEP and are the result of

         11  strong fruitful partnerships with Speaker Quinn,

         12  Chairman Gennaro and other Council members. We look

         13  forward to continuing that spirit of partnership as

         14  we plan for the coming year and as we discuss and I

         15  hope resolve many of the issues before us.

         16                 Despite the shared successes

         17  challenges remain, obviously. Some challenges are

         18  unplanned and arise suddenly. The contamination last

         19  week of portions of Queens's water supply by the

         20  chemical PERC was effectively and soundly managed

         21  through the extensive, coordinated efforts of DEP

         22  staff, the Department of Health and Mental Hygiene,

         23  the State Department of Health, the City's Office of

         24  Emergency Management, Council members and other

         25  elected officials.
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          2                 Still, other challenges are more

          3  systemic and will require the Council's support if

          4  we are to make progress and move towards resolution.

          5  Most significantly, DEP needs the enforcement tools

          6  to collect water and sewer charges from a small

          7  delinquent group of customers who represent a

          8  disproportionately large amount of revenue owed DEP.

          9                 We need the authority to conduct

         10  stand-alone lien sales. It is particularly germane

         11  to discuss lien sales now, as we are on the heels of

         12  the most recent water rate increases, as you have

         13  pointed out.

         14                 As you know, one of the New York City

         15  Water Board's two functions is to set rates that

         16  generate enough revenue to fund DEP's capital and

         17  operating needs as approved and adopted by the City

         18  Council each year.

         19                 Because our budget projections for

         20  the next fiscal year and subsequent outyears show a

         21  continue increase in cost, the Water Board's rate

         22  projects are required to provide a correspondent

         23  increase in revenues. The needs of our system are

         24  significant and will continue to increase as the

         25  City expands, as our infrastructure ages and as the
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          2  effects of climate change become better understood.

          3  Lien sales are the only substantial means of

          4  effectively moderating future rate increases.

          5                 Lien sales can capture substantial

          6  revenue from delinquent customers and are the

          7  fairest, most effective way to add resources and

          8  address the fiscal needs projected for the next few

          9  years.

         10                 Given that the delinquency rate for

         11  water beds is over three times as high as the

         12  delinquency rate for property taxes, the

         13  Administration believes very strongly that we are

         14  unnecessarily imposing double digit rate increases

         15  on our more responsible customers by refusing to

         16  create the same sanctions for non-payment, like lien

         17  sales that are imposed upon homeowners who do not

         18  pay their property taxes. These chronically

         19  delinquent customers are withholding much-needed

         20  revenue and making our more responsible customers

         21  shoulder the growing burden of maintaining and

         22  improving our water and sewer systems. The need for

         23  stand-alone lien sales has become even more critical

         24  as the system has seen actual revenue collections

         25  over the last two months, falling by $40 million

                                                            23

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2  below projections. Combined with a $12 million

          3  deficit in collections for the first eight months of

          4  the fiscal year, through the end of April Fiscal

          5  2007 the system is $52 million below its revenue

          6  target.

          7                 Over the last ten years, delinquent

          8  water and sewer charges have been the basis for lien

          9  sales, provided the property owners in question have

         10  also been delinquent on their property taxes.

         11  Extensive data from this ten-year period show that

         12  the sale of liens based on delinquent water and

         13  sewer charges have been successful.

         14                 DEP has carefully verified the

         15  accuracy of water and sewer charges before

         16  submitting them for inclusion in the lien sale.

         17                 Based on this significant amount of

         18  experience, we firmly believe that allowing the sale

         19  of liens, based on delinquent water and sewer

         20  charges will successfully collect revenue that is

         21  owed the City and mitigate future rate increases.

         22                 DEP will continue to examine

         23  additional cost management techniques, as encouraged

         24  by OMB and the City Council, but it is unreasonable

         25  to expect significant reductions in our capital and
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          2  expense needs without affecting the system. DEP has

          3  refocused its efforts on more efficient customer

          4  service and revenue collection which we'll discuss

          5  later, but I want to again emphasize that even if

          6  all our customer service enhancements were in place

          7  today, without the enforcement mechanism provided by

          8  the lien sale, our revenue needs will continue to

          9  require double-digit rate increases over the next

         10  few years.

         11                 I will turn now to our capital

         12  budget.

         13                 The maintenance of New York City's

         14  vast water and wastewater infrastructure is vital to

         15  the continuing development and growth of New York

         16  City.

         17                 The extensive system is among the

         18  largest, most spectacular and most critical of City

         19  assets and maintaining a consistent state of good

         20  repair is an enormous task itself. As we move

         21  forward, however, maintenance of the system alone

         22  will not suffice. The system must be upgraded and

         23  expanded to respond to new needs and new growth.

         24                 The Bloomberg Administration has

         25  recognized this charge and encouraged a budget that
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          2  reflects the necessity of this strategic planning.

          3                 We have to anticipate the needs,

          4  expectations and behavior of the growing population

          5  as they relate to water use. We have to try to

          6  predict how science and technology might affect

          7  pollution control strategies, disinfection needs or

          8  the hundreds of various regulatory requirements that

          9  affect our work, and we need to look at how less

         10  quantifiable shifts, such as climate change might

         11  alter the functioning of our systems.

         12                 DEP's Fiscal Year 2008 capital budget

         13  was developed in recognition of these considerations

         14  and provides comprehensive funding for a host of

         15  activities that will enhance our existing system and

         16  increase its sustainability as we move towards the

         17  future.

         18                 The capital budget needed to achieve

         19  the dual charge of maintaining and improving the

         20  City's water and wastewater systems is quite large

         21  and is expected to remain so for several years in

         22  order to properly fund several key initiatives.

         23                 For Fiscal Year '08, DEP's Executive

         24  Capital Budget is proposed at 3.535 billion, a very

         25  slight change due to technical and timing
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          2  adjustments in the Fiscal Year '08 capital budget as

          3  proposed in January, which Steve will be happy to

          4  explain to you, if you want to pursue it.

          5                 The Capital Budget for Fiscal Year

          6  '08 is the second largest capital budget ever

          7  proposed by DEP, and one of the largest of any

          8  single year in the ten-year plan. It represents

          9  about one-third of the entire City's capital needs

         10  for Fiscal Year '08. The ten-year capital plan

         11  proposed in the Executive Budget is $19.5 billion.

         12  Mindful of the burden they create for the

         13  ratepayers, DEP's capital needs have been reviewed,

         14  prioritized and targeted. All of the projects

         15  proposed for funding by the Executive Budget are

         16  either mandated by State and/or federal regulators,

         17  necessary to maintain the system in the State of

         18  good repair, necessary to provide for increased

         19  development and future growth, are necessary to

         20  ensure the long-term sustainability of New York City

         21  as outlined in the Mayor's PlaNYC program and DEP's

         22  own dependability study.

         23                 Focusing on the area of water supply.

         24  DEP's capital budget allocates significant funds for

         25  the conservation, repair, upgrade and expansion of
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          2  our water supply network. Funding for these items

          3  reflects continued maintenance needs, as well as

          4  long-term strategic needs, identified through DEP's

          5  ongoing dependability study and priorities

          6  established by Mayor Bloomberg in the City's

          7  long-term sustainability plan.

          8                 DEP's Watershed Protection Program

          9  for the Catskill Delaware system is integral to the

         10  future sustainability of the unfiltered drinking

         11  water system.

         12                 The cornerstone of this program and

         13  one of great importance to both Speaker, and I know

         14  to you also, Chairman Gennaro, is the $300 million

         15  in capital allocated for land acquisition. This new

         16  commitment was made as part of the Ten-year

         17  Filtration Avoidance Determination recently issued

         18  in draft form by the US Environmental Protection

         19  Agency. Pending finalization of this FAD, which we

         20  full expect, New York City will be the first water

         21  supplier in the country to receive a FAD that is

         22  valid for ten years. A ten-year FAD is proof

         23  positive, if any were needed, that New York City is

         24  committed to the broadest possible range of

         25  effective and innovative watershed protection
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          2  strategies.

          3                 In addition, DEP will begin

          4  construction of an ultraviolet (UV) disinfection

          5  facility for the Catskill Delaware Systems that will

          6  provide a second treatment stream for

          7  cryptosporidium, as required by federal regulations.

          8                 The UV facility, once complete, will

          9  provide an additional critical level of protection

         10  to the City's water supply systems. In conjunction

         11  with DEP's watershed protection efforts, the capital

         12  plan continues funding for various treatment

         13  technologies that will further enhance the quality

         14  of the City's drinking water.

         15                 The Croton system is an integral part

         16  of the City's water supply system as well. However,

         17  various water quality characteristics have

         18  necessitated that it be filtered prior to

         19  consumption by City residents. The Croton filtration

         20  plant in Van Cortlandt Park in the Bronx will

         21  guarantee the continued reliability and functioning

         22  of the Croton System, which can supply ten percent

         23  of the City's water needs when operational or 30

         24  percent in times of drought.

         25                 Though the apparent low bidder

                                                            29

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2  withdrew its bid for the general construction

          3  portion of the Croton Filtration Plant, DEP has

          4  issued a Notice of Award to the second low bidder

          5  and will register the contract in June of this year.

          6  Construction will begin this summer and continue

          7  through 2012.

          8                 The FAD, the UV facility, and the

          9  Croton Filtration Plant are only three components of

         10  a broad capital budget that will enable DEP to

         11  continue providing more than 9 million New York

         12  residents with high-quality drinking water.

         13                 Other noteworthy projects include a

         14  $240 million contract to rehabilitate and dewater

         15  shaft six of the Delaware Aqueduct in preparation

         16  for the first stages of construction to repair the

         17  Delaware Aqueduct leak, which should be awarded by

         18  the end of Fiscal Year 2007.

         19                 Tunneling on the Manhattan leg of

         20  stage two of City Tunnel 3 is complete and work is

         21  proceeding on lining and installing the formwork in

         22  the tunnel. To date, we have committed $673 million

         23  for this critical project.

         24                 Turning to our wastewater capital

         25  program, aside from delivering a continuous supply
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          2  of quality drinking water, DEP's second-highest

          3  priority is capturing and treating the sanitary and

          4  stormwater flow generated within the City. New

          5  York's wastewater system was originally built as a

          6  way to improve public health and sanitation by

          7  quickly removing waste from City homes and streets

          8  and conveying it to a nearby water body for

          9  disposal.

         10                 Today the wastewater system must

         11  remove and treat waste from 8 million people and

         12  drain stormwater from a 320 square mile watershed.

         13  The system also needs to perform pollutant removal

         14  at the high level, high enough to meet the needs of

         15  public health and sanitation and to improve the

         16  ecological health of the City's water bodies in

         17  accordance with PlaNYC's goal to open New York's

         18  many waterways to recreation by 2030.

         19                 One method of achieving these goals

         20  is by constructing facilities that capture combined

         21  sewer overflows, called CSOs. DEP has recently

         22  completed a $322 million tank beneath Flushing

         23  Meadow Park that will capture 800 million gallons of

         24  CSOs each year before they flow into Flushing Creek

         25  and then to Flushing Bay.
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          2                 I am pleased to announce that this

          3  facility will be placed in operation shortly. Once

          4  operational, Flushing Creek will start changing

          5  dramatically, just as the Gowanus Canal changed once

          6  the Flushing Tunnel began operation, and just as

          7  Shellbank Creek changed once an aeration facility

          8  began oxygenating its stagnant waters.

          9                 DEP is building another underground

         10  tank at the corner of Ralph and Flatlands Avenues in

         11  Canarsie to detain combined sewer overflow before it

         12  enters Paerdegat Basin, a tributary of Jamaica Bay.

         13  The Canarsie tank is very similar to the Flushing

         14  Bay tank in design and is expected to enter service

         15  in 2009. The capital budget also funds upgrades to

         16  the Flushing Tunnel and the Gowanus Pumping Station.

         17  These two projects will further improve water

         18  quality in the Gowanus Canal.

         19                 As DEP attempts to further enhance

         20  stormwater capture throughout the City, we are

         21  beginning to investigate the targeted use of

         22  decentralized, on-site stormwater controls, known

         23  collectively as "best management practices," or

         24  BMPs. To that end, DEP and the Mayor's Office of

         25  Long-Term Planning and Sustainability are
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          2  participating in an interagency task force devoted

          3  to the development, assessment and implementation of

          4  BMPs that will contain and absorb stormwater

          5  throughout the City. The Mayor's Office has already

          6  provided significant guidance on this issue and its

          7  oversight has encouraged all relevant partner

          8  agencies to critically exam existing stormwater

          9  drainage policies and identify potential

         10  possibilities for widespread implementation of

         11  innovative stormwater management techniques.

         12                 Deputy Commissioner Angela Licata and

         13  her staff have devoted significant resources this

         14  past year to the development of a comprehensive BMP

         15  tool set and are currently in the process of

         16  designing specific pilot projects to study the

         17  feasibility of various technologies, including

         18  porous pavements, vegetative swales, decentralized

         19  sanitary wastewater treatment and the reintroduction

         20  of native species to City waterways to enhance water

         21  quality.

         22                 These innovative management

         23  techniques will build upon the significant

         24  improvements in water quality DEP has already

         25  achieved to end-of-the-pipe technologies, such as
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          2  wastewater treatment plant upgrades and CSO storage

          3  tanks.

          4                 Strategic application of BMP

          5  techniques may allow DEP to target localized

          6  stormwater problems and address the issues unique to

          7  specific water bodies.

          8                 A significant step in the development

          9  of these more comprehensive pollution and stormwater

         10  management techniques was the Jamaica Bay draft plan

         11  issued earlier this year, which outlines a holistic

         12  set of best management practices and other

         13  environmental and strategic planning tools that

         14  could be implemented to improve water quality in

         15  Jamaica Bay.

         16                 Deputy Commissioner Licata and her

         17  staff worked tirelessly on the draft plan, as did

         18  staff of the Council and it reflects extensive

         19  dialogue between DEP, other City agencies, various

         20  elected officials and key stakeholder groups, as

         21  well as a keen awareness of many emerging issues

         22  important to the Council, such as global warming and

         23  the City's ability to effectively ameliorate the

         24  potential consequences of such climate change.

         25                 In the area of customer service, in
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          2  addition to pursuing the water supply and wastewater

          3  goals described earlier, DEP has devoted significant

          4  resources, as you know, to fixing customer service

          5  and billing operations by improving collections,

          6  enhancing our technology and reevaluating and

          7  overhauling our business practices.

          8                 Over the past year, DEP has initiated

          9  comprehensive changes within the Bureau of Customer

         10  Service, and in coming weeks will receive a set of

         11  recommendations from our consultant, Booz Allen,

         12  which will outline further potential for marked

         13  progress in this area of BCS operations. Highlights

         14  of our customer service improvements to date are as

         15  follows:

         16                 - Already, DEP's customer service

         17  call center has been reorganized, with staff

         18  retrained and call center hours extended. This has

         19  resulted in an average wait time of less than 10

         20  seconds, a 95 percent reduction. And this is for the

         21  85 percent of people who make their primary contact

         22  with DEP through the call center when they have a

         23  question or problem.

         24                 Similarly, there's been a 41 percent

         25  reduction in response time for written
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          2  correspondence, and all correspondence is now

          3  tracked and managed by an efficient electronic

          4  record system, and we intend to reach industry

          5  standards in this area by the end of the year, in

          6  terms of response time.

          7                 DEP has also recently added online

          8  bill payment to its set of payment options for water

          9  and sewer customers. Launched on May (sic) 31st,

         10  this service has been particularly successful

         11  amongst single-family homeowners and has been used

         12  to pay nearly $500,000 in revenue in April alone.

         13                 DEP has launched a comprehensive

         14  outreach effort citywide, which consists of both

         15  community meetings hosted by local Council members

         16  and extensive literature and public information

         17  campaigns. DEP has already held 14 meetings, in all

         18  five boroughs, where both DEP and Department of

         19  Finance staff have been on hand to answer customer

         20  questions, establish payment agreements and help

         21  rate-payers through the billing process.

         22                 Literature distributed by BCS in the

         23  past year has included regular billing mailings to

         24  inform customers of new initiatives and ongoing

         25  customer service improvements, as well as new spike
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          2  notices which inform customers with unusually high

          3  quarterly bills of potential leaks or other

          4  potential billing problems, and encourage them to

          5  make contact with DEP to diagnose the problem.

          6                 I have mentioned many times that one

          7  of the most persistent problems with our

          8  meter-reading system, is the failure to read

          9  approximate 15 percent of our meters in any given

         10  billing cycle, because our meter reading contractor,

         11  Con Edison, has not been able to get an actual read.

         12                 As a result, many of our bills are

         13  based on estimated consumption, which later has to

         14  be adjusted, usually to the consternation or

         15  confusion of our water and sewer customers.

         16                 To address this problem, DEP is

         17  hiring a contractor to inspect these hard-to-read

         18  meters, and recommend a strategy for resolving this

         19  chronic problem as we move forward, and that is

         20  imminent.

         21                 DEP is also pursuing a long-term

         22  broad-based resolution to this key customer service

         23  issue. To improve their meter rates, other large

         24  cities around the country had relied on automated

         25  meter reading or AMR systems, which employ wireless
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          2  technology that reads meters via remote scanners.

          3                 The proposed ten-year capital plan

          4  contains approximately $200 million for the

          5  implementation of an AMR system in New York City,

          6  including $100 million in Fiscal Year '08. This

          7  summer, DEP will begin testing two different AMR

          8  devices through a pilot program involving 800

          9  properties. Based on the results of that pilot DEP

         10  will make final vendor selections in the fall of

         11  2007, before beginning widespread implementation in

         12  2008.

         13                 In the area of our Expense Budget,

         14  our proposed Expense Budget is $956 million, which

         15  funds 6,300 full-time positions, this is an increase

         16  of approximately $72 million or 8.1 percent over the

         17  forecast Fiscal Year '08 Preliminary Budget. These

         18  increases include:

         19                 - as a result of collective

         20  bargaining agreements actual and expected personnel

         21  costs increased an additional $10 million over the

         22  Fiscal Year '07 base.

         23                 - an increase in the costs of our

         24  privatized sludge management contractors, combined

         25  with rising prices for chemicals, heat, light and
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          2  power, fuel oil and gasoline, leases and the FAD

          3  accounted for an additional $30 million over the

          4  Fiscal Year '07 base; and

          5                 - finally, additional staff

          6  enhancements for environmental health and safety

          7  programs accounted for $10 million, as well as for

          8  brownfield remediation.

          9                 For the Environmental Health and

         10  Safety Program DEP is proposing a net increase to

         11  its headcount of 38 positions at an additional

         12  annual PS cost of $1.6 million and OTPS of $5.8

         13  million. Tax levy staff dedicated to remediating and

         14  restoring brownfields sites accounts for an

         15  additional 25 positions and related OTPS at a cost

         16  of $1 million.

         17                 The Fiscal Year '08 budget, Executive

         18  Budget, proposes significant increases for both

         19  DEP's capital and expense budgets. These increases

         20  come on top of other recent increases in the cost of

         21  operating and improving the water and the wastewater

         22  system, and the Water Board projects that rate

         23  increases over over 11 percent for the next several

         24  years will be necessary to provide a revenue stream

         25  sufficient to operate the City's water and
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          2  wastewater systems and make payments of principal

          3  and interest on outstanding debt. Rather than limit

          4  DEP's budgets by underfunding our deferring

          5  maintenance costs on our capital assets, the

          6  Administration continues to suggest that the Council

          7  pass legislation authorizing New York City to sell

          8  liens based on delinquent water and sewer charges.

          9                 Thank you very much for the

         10  opportunity to testify.

         11                 CHAIRPERSON WEPRIN: Thank you,

         12  Commissioner.

         13                 You spent some time of your testimony

         14  dealing with the issue of water lien sales and

         15  requests, actually of my Committee, Finance

         16  Committee, our Committee, and something that you may

         17  be aware that I opposed each and every year when the

         18  request has come in for stand alone water sale lien

         19  sales, and I'll just tell you why.

         20                 1) let me state at the outset that

         21  I've always supported an extension of the right of

         22  the City to do property tax lien sales for

         23  delinquent property tax payers who meet the

         24  qualification, and I support publicly a renewal of

         25  that, which the Administration, I believe in
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          2  conjunction with you and your agency opposed a

          3  direct extension, and that lien sale authority

          4  expired in August '06, and has not been renewed, not

          5  because of this Council, but because of the

          6  Administration. So, in the old days, and it's still

          7  under the old law, when a property tax payer was

          8  delinquent and eligible for a property tax lien

          9  sale, water bills could be added onto that, and any

         10  outstanding water bills in addition to the property

         11  bills, would become part of that lien sale.

         12                 The Administration opposed a direct

         13  extension of that. They decided on their own that

         14  they did not want to do property tax lien sales this

         15  year, for whatever reason, and as a result, my

         16  understanding is that you lost probably about $20

         17  million in potential revenue from that sale, which

         18  has nothing to do with us, it really had to do with

         19  the Administration.

         20                 Having said that, one of the reasons

         21  I oppose a stand-alone water lien sale, is I'm going

         22  to give you an example of a woman in my

         23  neighborhood, and this is not her real name, but the

         24  other facts are pretty accurate, and that's an

         25  82-year-old widow, I'll call her Ida Schwartz for
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          2  purposes of this, in Holliswood, Queens, average

          3  quarterly water bill in her house is paid up. So,

          4  she actually does not have a mortgage. She pays her

          5  property tax on time, and her average water bill

          6  used to be about $125 a quarter. One quarter she got

          7  a bill for 6,500. That was a couple of years ago,

          8  and she attempted to dispute that bill with your

          9  office, and she was told that she could not resolve

         10  it unless she personally came to a downtown office

         11  in downtown Manhattan. This 82-year-old widow did

         12  not leave her house too often. She was not in good

         13  physical shape, and she indicated that she could not

         14  do that. And time went on until my office got

         15  involved. And I will say that once we got involved,

         16  that we were able to resolve the issue. It took

         17  about a year from the time she got her first bill.

         18  But apparently your agency was applying the wrong

         19  lot number to her property, a similar lot number,

         20  but it was actually a lot number of a business, and

         21  as a result she got this very large quarterly bill,

         22  and until we were able to intervene, without her

         23  having to physically go down to the downtown offices

         24  she was told she had to go down to, we actually

         25  resolved it and the right light was applied and she
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          2  made a back payment of what the bill probably should

          3  have been and it was resolved.

          4                 But I can't think of how many Ida

          5  Schwartz out there are out there who have their

          6  homes completely paid up, who have been living in

          7  their home for over 40 years, and all of a sudden

          8  they may jeopardize the loss of their home because

          9  of a billing error by DEP, and that's why, by your

         10  own admission your billing standards are not up to

         11  snuff, that you can only read meters accurately on

         12  about 15 percent of the meters -- I'm sorry, 15

         13  percent of the meters you cannot read, and I will

         14  not, while I'm head of this Council and while I'm

         15  head of this Finance Committee, agree to a

         16  stand-alone lien sale until these are corrected,

         17  because I don't want to jeopardize the Ida

         18  Schwartz's of the world from losing their home,

         19  which is their main asset in this world, because a

         20  lot of my constituents may have homes that are

         21  valued at very large amounts of money, in some cases

         22  seven figures and up, but really can barely make

         23  ends meet in paying grocery bills and paying drug

         24  bills and barely making it because they're, I guess

         25  what's commonly referred to in Queens or in other
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          2  parts of the City, as house rich but cash poor, and

          3  can barely make ends meet and are living on Social

          4  Security payments and some other possible disability

          5  payments but other than that they really barely can

          6  survive day-to-day. And that's why I have opposed

          7  stand-alone lien sales. However -- water lien sales.

          8  However, I have supported adding lien sales, water

          9  lien sales to delinquent property tax payers,

         10  because I think the statistics will show that, you

         11  know, people that are substantially in arrears in

         12  their property tax may also not be paying their

         13  water bills, and I have no problem with adding those

         14  payments, considering they're part of a lien sale.

         15  But that's been my position.

         16                 COMMISSIONER LLOYD: Council member --

         17                 CHAIRPERSON WEPRIN: Yes.

         18                 COMMISSIONER LLOYD: I'm sorry, please

         19  finish.

         20                 CHAIRPERSON WEPRIN: Go ahead, I'm

         21  finished.

         22                 COMMISSIONER LLOYD: I think that the

         23  reason that we feel that combined lien sale is not

         24  going to work is because it has become decreasingly

         25  effective. Only a small portion of people who don't
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          2  pay their water bills, also don't pay their taxes.

          3  So, over the years, as I believe you're aware, the

          4  pool of homeowners who are tax delinquent has shrunk

          5  so that while the pool of people who have not paid

          6  their water bills has not shrunk.

          7                 So, the proportion of people who owe

          8  water bills that we're able to reach by

          9  piggy-backing on the tax lien sale has gotten

         10  smaller and smaller and smaller over the years, and

         11  so at this point we're reaching only a very, very

         12  small portion of the people who owe water bills, and

         13  we have been, had an opportunity to do some limited

         14  briefing of staff, but Booz Allen has been working

         15  with us for several months, I think we have

         16  substantially improved the quality of our data and

         17  our billing. We also have worked with them to look

         18  at the lien sale as practice with Finance, already

         19  had many protections in it, and I don't think that

         20  lady would have ever have come to a lien sale, but

         21  working with Booz Allen we have worked through a

         22  variety of ways to protect people who might be

         23  vulnerable in that way from going to lien sale. So,

         24  I hope when we have a chance to, I raise it again

         25  because I'm hopeful that when we have a chance to
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          2  fully brief staff, and I hope at some point Council

          3  members, on what we were proposing, it will address

          4  some of those concerns.

          5                 CHAIRPERSON WEPRIN: Okay, have you

          6  ever thought about looking into outside collection

          7  agencies to try to collect some of these delinquent

          8  water bills?

          9                 COMMISSIONER LLOYD: That's one of the

         10  things we're considering.

         11                 CHAIRPERSON WEPRIN: Well, to me that

         12  makes a lot more sense to try to start there, rather

         13  than try to put homeowners houses into a lien sale

         14  situation.

         15                 You know, the other thing is, you

         16  have the right now under the current law to shut off

         17  waters for delinquent payers. You know, again, I'm

         18  not recommending that an 82-year-old widow, you

         19  know, have her water turned off, but at least that's

         20  reversible. Somebody -- I can't tell you how many

         21  situations where people have contacted my office

         22  because Con Ed shut off their power, which they do

         23  all the time, and they call us and we resolve

         24  whatever dispute there is, and the power is turned

         25  on within 24 hours, you know, clearly I'd sooner
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          2  support that than support, what you have now

          3  already, I don't have to do anything to support it,

          4  rather than jeopardize someone's home, which could

          5  be their only possession of any value, and

          6  jeopardize that in a lien sale, where I know plenty

          7  of developers that would love to get, or flippers as

          8  we often call them in these sale situations, would

          9  love to get a hold of some of these homes that have

         10  gone up tremendously in value that are generally

         11  auctioned off on a regular basis every Friday in

         12  Queens, every Monday in Brooklyn or whatever the

         13  days are on these lien sales.

         14                 As a matter of fact, my understanding

         15  is that these lien sales now have taken on

         16  tremendous amount of bidders to the extent of

         17  hundreds and hundreds of additional bidders at every

         18  court sale because Donald Trump, when he gives his

         19  million dollar plus seminar, tells everybody at

         20  whatever group that sponsors that, that the best way

         21  to become a millionaire overnight is to buy property

         22  at lien auction that the City regularly has in the

         23  various court houses, and as a result, you know, the

         24  bidders have gone up at each and every lien sale and

         25  I don't think we want to encourage that.
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          2                 So, have you looked into shutoffs,

          3  and have you taken a position on that?

          4                 If I could just mention, as I said,

          5  the accounts are looked at extraordinarily closely

          6  by Finance and ourselves when they go to lien sale,

          7  and your constituent would have never made it to a

          8  lien sale.

          9                 But in addition, if the owner, not an

         10  elderly person, does not collect the documentation

         11  within the requisite amount of time, and the

         12  property does go to lien sale and the lien is sold,

         13  that is still correctable. That does not go directly

         14  and quickly to the sale of the house. Someone buys

         15  the lien who would then pass it on to someone who

         16  would buy the house, and where there has been a

         17  problem, either with Finance or ourselves, that has

         18  been corrected very quickly and the person has had

         19  the lien cancelled and monies returns.

         20                 In terms of shutoffs, yes, we've

         21  looked extensively at shutoffs, and the primary

         22  issue, there are several issues with us with

         23  shutoffs. The primary issue is that 70 percent of

         24  people in New York City are tenants. They live in

         25  apartments, and they do not pay their water bill,
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          2  the property owner pays their water bill, and it has

          3  been our feeling that that is not, water shutoff is

          4  not the most effective way to deal with that,

          5  because the tenants are hurt, not the property

          6  owners when the water gets shut off, and in

          7  addition, at some point in the course of hours, the

          8  Department, you can hand out bottled water, but

          9  because the toilets wouldn't flush at some point the

         10  Health Department would have to look at it and

         11  monitor it, and at some point they would decide that

         12  it was not a healthy situation at which time they

         13  would have to basically rehouse the people through

         14  the Red Cross.

         15                 So, it seems a very draconian thing

         16  to do, in terms of the tenant. And they are paying

         17  their water bill through their rent basically,

         18  that's how it's done.

         19                 So, our feeling has been it's not the

         20  fair thing to do for tenants that the lien sale was

         21  a more effective way to get the property owner to,

         22  especially if they have a building for people who

         23  are paying rent, they are certainly able to

         24  refinance to the point they could raise the amount

         25  of money they owe on their water bill.
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          2                 Where shutoffs might be appropriate,

          3  in some cases for single-family homes we have a

          4  secondary problem, which is first of all we would

          5  screen out people who we think would be too

          6  vulnerable, including the elderly, so those still

          7  would be handled in a special way. But unlike any

          8  other major City we did not have curb valves in most

          9  neighborhoods. Most cities install them, we did not

         10  for one reason or another, except for along where

         11  there are very large buildings and the area where

         12  there is the Jamaica Water Supply, which means that

         13  when we do a shutoff we have to dig up the whole

         14  street to do a shutoff and then go back and restore,

         15  so it's not the simplest way to do it.

         16                 So, for New York City, because of its

         17  circumstances, unlike other cities who do shutoffs

         18  regularly, we feel that the lien sale is the better

         19  way to go, the property almost never goes to actual

         20  lien sale, it's just like a shutoff, a way to get

         21  people's attention and get them to pay their bill.

         22                 CHAIRPERSON WEPRIN: Well, what about

         23  businesses, other than landlords?

         24                 COMMISSIONER LLOYD: We can do both

         25  stand alone lien sales and shutoffs for commercial
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          2  businesses, and we do them from time to time. We, of

          3  course, with shutoffs, there's always the concern

          4  that you don't really want to hurt the businesses,

          5  you know, if they are water-dependent. We do that

          6  occasionally, and, obviously, it's a very effective

          7  tool.

          8                 CHAIRPERSON WEPRIN: Okay, you raised

          9  a good point with the tenants and the landlords, and

         10  your projected Water Board increases, in addition to

         11  the 11.5 percent on top of the 9.5 percent last

         12  year, for 2009 Fiscal Year, 11.5 percent, for Fiscal

         13  Year 2010, 11.4 percent, for Fiscal Year 2011, 11.3

         14  percent, and then 2012, you go down to 6.1 percent.

         15                 You know, we're trying to give some

         16  relief to tenants as well. We're doing property tax

         17  cuts and property tax rebates. The Speaker has a

         18  proposal that the Council strongly supports for

         19  renters' tax credit on your personal income taxes. I

         20  have to tell you that these type of record increases

         21  are only going to lead to landlords arguing and

         22  maybe quite effectively before the Rent Guidelines

         23  Board for a tremendous increase of rent, for rent

         24  stabilized tenants, and as a result, I think you're

         25  going to see a lot of tenants suffering

                                                            51

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2  significantly from these Water Board increases, and

          3  these are the tenants as you pointed out, are paying

          4  their water bills on time because they're paying it

          5  through their rent. So, that issue just highlights

          6  the reason why these type of record increases are

          7  really just so outrageous.

          8                 COMMISSIONER LLOYD: Well, we

          9  obviously are concerned about that. We are required

         10  to carry out our responsibilities, many of which are

         11  mandated by not only our capital program but our

         12  compliance programs, we have gone through and

         13  reevaluated at this point three of our departments,

         14  in no case have we found that compared to other

         15  water operators around the country that we were

         16  overstaffed, in many cases we are considered to be

         17  understaffed. So, we don't think we have a lot of

         18  fat to cut in terms of how we operate, and certainly

         19  we don't in terms of what we have to do with our

         20  capital program. So, we have to put together the

         21  budget that it takes for us to carry out our

         22  responsibility to supply drinking water and

         23  sufficient water for water pressure and that sort of

         24  thing throughout the City. And as you know, that's

         25  then approved by OMB. The Water Finance Authority
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          2  does a calculation with what our payments on

          3  outstanding debt, which is really about past capital

          4  budgets is going to be, and those two things go to

          5  the Water Board, and they then have a rate setting

          6  consultant who runs a rate that will cover that.

          7                 CHAIRPERSON WEPRIN: Yes, but then we

          8  have the whole rental payment issue, as Chairman

          9  Gennaro eloquently described with the --

         10                 COMMISSIONER LLOYD: Yes, I

         11  understand.

         12                 CHAIRPERSON WEPRIN: -- Excess revenue

         13  going into the general fund, not dealing with water

         14  and sewer purposes at all.

         15                 COMMISSIONER LLOYD: And I understand

         16  that that is certainly going to be an ongoing

         17  conversation that's going to take place. But aside

         18  from that, we don't have a tremendous amount of

         19  discretion. It's the way we are set up to be a

         20  self-funding agency. The only way we have to raise

         21  money is to go to our rate payers, and the way we

         22  are set up, we are not meant to give away water or

         23  discount water. So, we have a limited ability.

         24                 Now, in many cases, and this is

         25  something that we are working with HPD and with
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          2  owners of multi-tenanted buildings on, there are

          3  programs that we've entered into the past that we

          4  think could be very helpful to them. Most of those

          5  buildings, because many of them are old, have

          6  tremendous opportunities to make big savings through

          7  conservation, through fixing leaks that they have in

          8  their walls and their, throughout their system that

          9  may be small but are very substantial over time. We

         10  also think there's an opportunity, much as we did

         11  with recycling, to work with the tenants to help

         12  them understand the goals of conservation and why

         13  it's such an important thing to do in today's world,

         14  and how it protects the environment downstream by

         15  reducing CSOs, and reducing taxing our wastewater

         16  treatment facilities. So, we think there is a lot of

         17  opportunity for us to work with the owners of

         18  multi-tenanted buildings and with tenants to really

         19  help them conserve and thereby minimize their

         20  increases. We have to do that.

         21                 CHAIRPERSON WEPRIN: What's your

         22  comment to what I mentioned in my opening statement,

         23  that one of my reasons the Water Board claimed that

         24  they had to do this increase, one of the reasons was

         25  that the water consumption was down and as a result
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          2  there is less revenue for the City. Isn't that

          3  ironic that you're actually penalizing people for

          4  conserving water?

          5                 COMMISSIONER LLOYD: Well, the way the

          6  dollars work out is that if -- let me just give you

          7  an example. If we had not had the two and a half

          8  percent drop in consumption this year, the rate

          9  increase for a typical single-family house would

         10  have been $60 a year, rather than the $72. If an

         11  individual household --

         12                 CHAIRPERSON WEPRIN: So, you're

         13  basically saying, a homeowner, because they're using

         14  less water, are paying $12 on average?

         15                 COMMISSIONER LLOYD: No.

         16                 CHAIRPERSON WEPRIN: That's what you

         17  just said.

         18                 COMMISSIONER LLOYD: Homeowners

         19  because the consumption across the City is less, is

         20  paying -- they may not be using less water, somebody

         21  is using less water, but somebody may be using,

         22  maybe someone just got all new appliances and

         23  they're using, they've renovated their house and

         24  they're using 20 percent less water because they got

         25  very efficient appliances.
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          2                 But if someone, an individual

          3  household, conserves coming here, reduces their

          4  youth by two and a half percent, their increase,

          5  their net increase that they will pay will only be

          6  $55. So they will pay less than they would have paid

          7  in no drop overall, and they will pay less than they

          8  would have paid obviously if they hadn't conserved

          9  the water.

         10                 So, the individual homeowner can

         11  still save money.

         12                 CHAIRPERSON WEPRIN: And you're

         13  monitoring that?

         14                 COMMISSIONER LLOYD: Are we monitoring

         15  home-by-home?

         16                 CHAIRPERSON WEPRIN: Yes.

         17                 COMMISSIONER LLOYD: I don't think

         18  we're monitoring home-by-home. I think we monitored

         19  it across the City. But that is the way their bill

         20  is going to come to them, because it's based on how

         21  much water they use.

         22                 CHAIRPERSON WEPRIN: Okay. I still

         23  don't buy it. It still seems to be ironic, I guess

         24  is the word, because a two and a half percent drop

         25  that the average homeowner is paying more.
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          2                 I see we're joined by what looks like

          3  a school group. I don't know where they're from but

          4  -- oh, we got it. We're joined by the

          5  Haitian-American Day Care Center from Crown Heights,

          6  Brooklyn. Welcome, and it's a pleasure to have you,

          7  and you can tell your mommies and daddies that we're

          8  here with the Commissioner of Environmental

          9  Protection, telling her that your mommies and

         10  daddies should be paying less in water bills.

         11                 I'll turn it over to Chair Gennaro.

         12                 CHAIRPERSON GENNARO: Thank you,

         13  David.

         14                 I want to reinforce what Chairman

         15  Weprin had said regarding the lien sale. I don't

         16  want to belabor it, but the notion that you could

         17  advance that kind of system, absent the level of

         18  water billing accuracy that we know we all need, the

         19  level of meter reading percentage that we know we

         20  all need is just, it doesn't work for that reason as

         21  well as the reasons that the Chairman put forward.

         22  But let's just, one point on that. Let's just say we

         23  had lien sales right now, stand-alone water lien

         24  sales right now. So, what would stand-alone water

         25  lien sales give you in money in FY '08? How much
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          2  money would that be?

          3                 I'm going somewhere with this. I'm

          4  letting you know that this is a sneak trick

          5  question.

          6                 COMMISSIONER LLOYD: Our estimate is

          7  that it would be about $50 million. It would depend

          8  on the time of year obviously, because they come in

          9  over several months. About 50, 15 of which has

         10  already been included in the model as an assumption

         11  that we will find a way to increase --

         12                 CHAIRPERSON GENNARO: Right. So, the

         13  value added would be $35 million?

         14                 COMMISSIONER LLOYD: Exactly.

         15                 CHAIRPERSON GENNARO: Thirty-five

         16  million dollars.

         17                 COMMISSIONER LLOYD: The net increase,

         18  yes.

         19                 CHAIRPERSON GENNARO: Okay. Here comes

         20  like the sneaky set-up trick part of the question.

         21                 COMMISSIONER LLOYD: You knew it was

         22  coming.

         23                 CHAIRPERSON GENNARO: I'm above board

         24  here.

         25                 Now, we've got, in FY '08, the very
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          2  same year that we're talking about, and you know

          3  where I'm going, $75 million, $75 million of the

          4  rental payment, the non-legitimate part of the

          5  rental payment would cycle back to OMB, to the

          6  City's general coffers. So, even if we were to do

          7  this, and get the added $35 million, which you all

          8  agree would be a good thing to get, and but you come

          9  before us today and say we have to go out there, we

         10  have to keep water rates down. People have to know

         11  that when they pay their water bills, we have to

         12  have fairness, we have to have equity. But yet, at

         13  the same time we're championing the cause of this

         14  extra $35 million, $75 million is being paid that

         15  goes back to OMB, that goes back to the City's

         16  general fund, and there is nary a word from the

         17  Administration on that being a bad thing. That is a

         18  very, very bad thing. So, it would be 75 million in

         19  '08, and then in '09 it would go up to 80 something

         20  million, and in Fiscal Year 2010, almost a little

         21  bit less than 150, in 2011 actually 150, to 2012 200

         22  million, 2013 about 220 million, to 2014 260

         23  million, to 2015 315 million, and 2016 325 million

         24  with no end in sight. This is money that has nothing

         25  to do with water and sewer. And so to come here, to
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          2  crusade for water lien sales, how if we don't have

          3  water lien sales equity will not be served, and it

          4  will be a bad thing, meanwhile we're looking at the

          5  chart right here that, you know, within seven years

          6  there will $325 million that the water rate payers

          7  will pay out that have nothing whatsoever to do with

          8  water, and how you cannot, at the same time, make

          9  the case against that very bad thing, that you're

         10  independent, although we're not really independent

         11  because we've already talked about that, the

         12  so-called independent water board hates this thing,

         13  but is doing anyway. This is what I can't reconcile,

         14  what these Committees can't reconcile and what the

         15  people of the City of New York will never be able to

         16  reconcile.

         17                 So, you're killing yourself by coming

         18  in here and advocating for water lien sales and not

         19  speaking out against this outrage. You're hurting

         20  your arguments. When we go into the numbers lounge

         21  and like talk about this to the other members,

         22  they're looking at us like it is to laugh. It is a

         23  comic book. It is crazy. It is unbelievable.

         24                 COMMISSIONER LLOYD: Mr. Chairman,

         25  first of all --
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          2                 CHAIRPERSON GENNARO: And I also did,

          3  before we did this, David and I sent letters to the

          4  Water Board, sent them to you, sent them to the

          5  Mayor, sent them to Doctoroff, everyone knew this

          6  was a bad thing, everyone knows that the Chairman of

          7  the Water Board has long hated the whole rental

          8  payment thing, but yet here we are today and we have

          9  a big dissertation about the need for water lien

         10  sales, and it just -- let me have you answer the

         11  question, and then I'm going to ask you a next

         12  question, will you support Jim Tripp, the Chairman

         13  of the Water Board, in his desire to get rid of

         14  these rental payments. But answer the first

         15  question.

         16                 COMMISSIONER LLOYD: The first thing

         17  I'd like to say is the two are not mutually

         18  exclusive.

         19                 CHAIRPERSON GENNARO: Oh, yes, they

         20  are. Again, make whatever case you want, but to me

         21  they are.

         22                 COMMISSIONER LLOYD: I'm just saying

         23  that one does not preclude the other. Having a lien

         24  sale does not preclude the rent payment being given

         25  back to DEP. That would be two sources. I would
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          2  argue that you still want the lien sale because it's

          3  only fair for people to pay their fair share.

          4                 COMMISSIONER GENNARO: To me the

          5  Administration has zero moral authority to come in

          6  here and talk about lien sales and equity and

          7  keeping water rates down when they're taking money

          8  from the ratepayers and giving it to OMB, just

          9  raising general revenues in a very regressive way,

         10  where if we needed revenues, which we don't right

         11  now, there are more progressive ways to go out and

         12  get that money.

         13                 And so --

         14                 COMMISSIONER LLOYD: I would like to

         15  tell you the reason -- OMB's and the Water Finance

         16  Authority's position on this.

         17                 CHAIRPERSON GENNARO: OMB is the Water

         18  Finance Authority.

         19                 COMMISSIONER LLOYD: Well, legally

         20  they're separate, but the Budget Director certainly

         21  understands that if he wanted to write me a check

         22  for $60 million I would not ask him not to.

         23                 CHAIRPERSON GENNARO: Will you ask him

         24  to do that this year?

         25                 COMMISSIONER LLOYD: May I say first
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          2  --

          3                 CHAIRPERSON GENNARO: Sure.

          4                 COMMISSIONER LLOYD: All right. First

          5  of all, we have to set aside, as you know, 15

          6  percent coverage on the bonds. So, that's the source

          7  of that number.

          8                 CHAIRPERSON GENNARO: No, we don't

          9  have to do that.

         10                 COMMISSIONER LLOYD: Yes, we do.

         11                 CHAIRPERSON GENNARO: I don't --

         12                 COMMISSIONER LLOYD: Shall I have Mark

         13  come up?

         14                 CHAIRPERSON GENNARO: It's pursuant to

         15  an agreement that could be changed tomorrow.

         16                 COMMISSIONER LLOYD: I'm going to ask,

         17  you know Mark Hoffer.

         18                 CHAIRPERSON GENNARO: Of course.

         19                 COMMISSIONER LLOYD: All right, I'm

         20  going to ask Mark to address that question.

         21                 CHAIRPERSON GENNARO: Of course.

         22                 COMMISSIONER LLOYD: Although it's not

         23  the main issue.

         24                 CHAIRPERSON GENNARO: He's an officer

         25  of the court. We're not even going to swear him. We
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          2  trust him implicitly.

          3                 CHAIRPERSON WEPRIN: We love Mark

          4  Hoffer.

          5                 CHAIRPERSON GENNARO: Right.

          6                 CHAIRPERSON WEPRIN: A Queens boy.

          7                 CHAIRPERSON GENNARO: What's not to

          8  like.

          9                 COMMISSIONER LLOYD: Does he need to

         10  be sworn in?

         11                 CHAIRPERSON GENNARO: He's an officer

         12  of the court. When I see Mark and hear Mark I am

         13  shepping nockus (phonetic). So, there you have it,

         14  right? Okay. Okay.

         15                 MR. HOFFER: Now I'm worried.

         16                 CHAIRPERSON GENNARO: Okay.

         17                 MR. HOFFER: A couple of points. You

         18  have to be very, very cautious and careful when we

         19  discuss the lease payment, because it serves several

         20  purposes. We can sit and debate about what it ought

         21  to be, whether it ought to be changed, but we need

         22  to be very, very careful in terms of tinkering with

         23  the system that has allowed the City to finance a

         24  spectacular world class system at rates which other

         25  cities envy, interest rates which other cities envy.
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          2  And the reason behind that interest rate is the

          3  system that the City, in partnership, the

          4  Administration at the time, the Council at the time

          5  put in place in 1985. Part of the purpose of the

          6  monies that form the rental payment is to form an

          7  extra 15 percent of debt service coverage, for bonds

          8  and other issues of indebtedness issued by the Water

          9  Authority from year to year to year. That is part of

         10  a statutory scheme. It's part of a package of

         11  security and rights that bond holders rely on, and

         12  we need to be very, very careful about leaping to

         13  positions that we can simply eliminate.

         14                 I don't believe legally that we can

         15  simply eliminate things like the debt service

         16  covenant, even though it's in an agreement, you're

         17  absolutely right, that's where it appears. It's part

         18  of a package of rights and expectations that the

         19  capital markets and the bond investors, which

         20  include individuals as well as institutions rely on,

         21  and it's part of the reason why we enjoy as high a

         22  credit rating as we do on water and sewer bonds,

         23  which I would remind you is higher than the general

         24  obligation rating that the City enjoys. And it helps

         25  keep water rates down from levels that might even be
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          2  higher if we didn't have the benefits of that

          3  financing system in place. I don't believe we can

          4  simply eliminate that commitment in the financing

          5  agreement without doing serious damage to the

          6  financing scheme and running the risk of breaching

          7  contractual commitments to bond holders. It's

          8  certainly something that we could look at, but my

          9  view looking at it today is it is not something we

         10  can dispense with. It's the key to the entire

         11  system.

         12                 COMMISSIONER LLOYD: However, once the

         13  debt service is paid, and that money hasn't been

         14  needed to pay the debt service, it is free.

         15                 So, even though --

         16                 CHAIRPERSON WEPRIN: And we're almost

         17  at that stage.

         18                 CHAIRPERSON GENNARO: No, no. I know

         19  where she's going.

         20                 COMMISSIONER LLOYD: On an annual

         21  basis.

         22                 CHAIRPERSON GENNARO: I know where

         23  she's going.

         24                 COMMISSIONER LLOYD: After we've paid

         25  on an annual basis our debt service, if we hadn't
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          2  needed it because we have enough revenue to pay,

          3  then it would be free to roll over.

          4                 So, for example, you would only have

          5  to raise it once and raise it slightly as your

          6  indebtedness went up.

          7                 Part of it, as you know, pays old

          8  debt service, and that number I think goes up one

          9  more time then starts to come down, jumps around a

         10  little bit, but in the long run comes down. And then

         11  the rest of it is what's left over, and that is what

         12  currently OMB takes as rent.

         13                 Now, what they say and what other

         14  cities say who pay rent, which is many cities, LA,

         15  Atlanta, several others, I don't have the list here,

         16  is that other utilities pay taxes. We have a

         17  somewhat arms length relationship with the City.

         18  They pay us. They don't get free water. They pay us

         19  for the water they use, and we pay them the rent,

         20  which is the equivalent of taxes to cover all other

         21  things they do - sidewalk repair, street repair,

         22  after we go in and do stuff to the streets. They

         23  negotiate with the utilities, which is very

         24  complicated, they have to be moved around to do our

         25  project, the Fire and Police and all that stuff. So
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          2  that's what they say the rent payment is for, and

          3  that's what they say in other cities.

          4                 So, I don't think it's fair to

          5  characterize OMB as having, you know, come up in the

          6  dead of night with this really sneaky thing. It's

          7  really a pretty standard arrangement.

          8                 Whether it's the arrangement that the

          9  City chooses to keep or not is another question, but

         10  there is the amount that's left over after the debt

         11  service is made, and I think that's the amount you

         12  feel ought to come back to us, and essentially the

         13  position we have on that is that it is -- I'm

         14  really, I wouldn't say neutral on it, but I defer to

         15  OMB in terms of how they -- and the Water Finance

         16  Authority in terms of how they step up our financing

         17  and handle the coverage. I would defer to the

         18  Administration on it.

         19                 But I would not be sad if someone

         20  gave me the money.

         21                 CHAIRPERSON GENNARO: Fair enough.

         22  Fair enough.

         23                 Let me just respond by saying that

         24  our Finance people in consultation with OMB's

         25  general counsel contradicts Mark Hoffer, as much as
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          2  I love him. And we don't take the view that this is

          3  necessary, nor does -- so, our side of the issue,

          4  and I'm willing to have further discussions about

          5  who we've spoken to in OMB, they disagree with your

          6  assessment, as does Jim Tripp, who as Chairman of

          7  the Water Board and a lawyer, and like a pretty

          8  astute guy, you know, he realizes and he has pointed

          9  out years ago that we are on an unsustainable path

         10  with regard to the amount of the rental payment that

         11  cycles back to the City's general fund. It is not

         12  sustainable seven years from now to ask $325 million

         13  from rate payers that we're going to hold onto for

         14  the year, then give it to OMB. If it were a

         15  situation where it constantly cycled back, then that

         16  would have the effect of reducing the need to do

         17  increases in the first place, and so this really is,

         18  according to the folks we talked to in OMB,

         19  according to Jim Tripp, this is simply a cash cow.

         20  And when they do rate setting they figure out, okay,

         21  how much we need to run the system, how much do we

         22  need to pay the debt service, what kind of surplus

         23  do we want to come in with at the end of the year,

         24  make sure that the bond holders are happy. Then we

         25  have our 100 or 200 million dollar surplus, which is
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          2  always higher than we project it to be anyway, and

          3  that's what keeps the bondpayers happy. And back

          4  when this started in 1985, it was some minuscule

          5  number and when you look at the chart on how it goes

          6  up. So, how it could be that in FY '07 -- well,

          7  we'll take FY '06, we had a rental payment that sort

          8  of cycled back to the City of about $40 million, and

          9  that was sufficient to keep the rate payers happy,

         10  to keep the bond markets happy and keep all that,

         11  and so, from 2006, going out ten years to 2016, what

         12  kept them happy in 2006, $40 million has now

         13  blossomed to 325? It doesn't -- it makes no sense.

         14  And the act of continuing to try to justify the

         15  unjustifiable, because in the next year there's

         16  going to be a lot of discussions, everybody is on to

         17  this thing. So, Jim is going to approach this with a

         18  vengeance, David and I are no slouches ourselves,

         19  all of our colleagues know about it, the media knows

         20  about it, Mark Page knows about it, we're going to

         21  have lots of discussions about this, and so I don't

         22  think anybody should say, you know, anything here

         23  today that they're going to have to shrink from in

         24  coming months, because this is not defensible, and

         25  continued actions to try to justify this, I think
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          2  it's over. At a certain point just like it's over,

          3  like we can't do this anymore. We can't ask people

          4  in 2016 to subsidize OMB to the tune of 325, it's,

          5  you know, to use the word of the moment, not

          6  sustainable. Everyone should recognize that.

          7  Everyone should figure out a way to move on. But

          8  what we shouldn't be doing is figuring out a way

          9  like how we can justify this thing. It's not going

         10  to happen. Just as a practical matter. Look at the

         11  graph. We can't be doing this.

         12                 MR. HOFFER: A couple of quick points.

         13                 CHAIRPERSON GENNARO: Right.

         14                 MR. HOFFER: I think you and I are

         15  talking past each other, because we're answering two

         16  completely different questions.

         17                 The question I was responding to was

         18  whether we could simply eliminate the lease payment

         19  because we don't need the 15 percent service

         20  coverage covenant. There I believe my answer, and I

         21  believe OMB is in complete sync with, is not so

         22  fast. Because it's a linchpin of the financing

         23  system for water and sewer.

         24                 The separate question of whether,

         25  after debt service is satisfied and all other
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          2  purposes are satisfied in terms of what this pot of

          3  money which we call a lease is used for, and it's

          4  used for various things, as you pointed out, it's

          5  used to pay principal and interest on old GO debt,

          6  nobody questions that.

          7                 CHAIRPERSON GENNARO: Only for the

          8  next couple of years and then it completely goes

          9  away.

         10                 MR. HOFFER: Whatever it is.

         11                 CHAIRPERSON GENNARO: Right.

         12                 MR. HOFFER: There is one use right

         13  there.

         14                 Another use --

         15                 CHAIRPERSON GENNARO: I never

         16  challenged that. I'm only talking about the

         17  non-legitimate part, as I characterize it.

         18                 MR. HOFFER: Well, I would not use

         19  words like legitimate and illegitimate very lightly.

         20  But the issue of whether after certain uses are

         21  satisfied, a remainder or residue ought to be

         22  directed in a different direction. That's obviously

         23  a subject that can be discussed. There are legal

         24  ways to address that.

         25                 My point to you was be very, very
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          2  careful when you talk about debt service covenants,

          3  because that lies at the heart of the financing

          4  system.

          5                 I have an infinite respect for Jim

          6  Tripp, I consider him a friend as well as a

          7  colleague, I am a bond lawyer by background, and I

          8  care very deeply about not rushing quickly and

          9  hastily doing something that would damage this

         10  marvelous structure that the Council, DEP and the

         11  Administration created in 1985 and that we've

         12  nurtured through the years. And it's one of the

         13  reasons why, as I mentioned, rates are not even

         14  higher than they are today, it's because we had the

         15  foresight to create this closed fluke, divorced from

         16  the City's general obligation credit, to financial a

         17  sustained water and wastewater.

         18                 I'm not saying to you --

         19                 CHAIRPERSON WEPRIN: Yes, but we've

         20  never had double-digit increases over five

         21  consecutive years, as proposed by the current

         22  system.

         23                 MR. HOFFER: As the Commissioner said,

         24  this is a topic that's on the table, no one here is

         25  hiding or shrinking from it. And it's something that
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          2  we need to discuss and look at with care.

          3                 All I'm suggesting is that we take a

          4  breath and exercise some caution in so doing,

          5  because there is a very elaborate effective

          6  structure that's been put into place, and we ought

          7  not to discard it in a rush to remedy this issue.

          8                 That's all I'm saying.

          9                 COMMISSIONER LLOYD: I would think

         10  that all of our lawyers are going to talk about this

         11  a lot more.

         12                 CHAIRPERSON GENNARO: I will just

         13  point out that to support Mark in his assessment

         14  that, you know, up until now we've had this

         15  wonderful system, it has worked well, but up until

         16  now we haven't had a situation that is completely

         17  out of hand. Like in 2006 we had a situation, in FY

         18  '06 the total rental payment was about, looks like

         19  $120 million, of which about 35, looks like 35

         20  million kind of like circled back to OMB, and the

         21  rest of that, what did I say, 120 minus 35? Whatever

         22  that is, the remainder of that, which was most of

         23  the rental payment, was used for pre-1985 debt. So,

         24  from 1985 until 2006, it wasn't a situation that is

         25  completely out of hand. But we're on the precipice
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          2  now, where it's going to start to get very out of

          3  hand, where we've got a situation where only a

          4  couple of years from now, we're over 300 million in

          5  this rental payment and not a penny goes to pre-1985

          6  debt. So, we're right at the breakpoint where

          7  something has worked for awhile but now it is like

          8  spiraling out of control, is growing

          9  logarithmically, it doesn't work. We've got to get

         10  rid of it. So, I certainly support my mutual friend

         11  and colleague Jim Tripp in his efforts, but he is

         12  hamstrung by the fact that he doesn't have his own

         13  independent staff, and he is, everyone that gives

         14  him information and works with him, you know, works

         15  for the Administration.

         16                 And, so, the Water Finance Authority

         17  Chair, or the head, is none other than the City's

         18  Budget Director, and it's just a system that doesn't

         19  work on many levels, and this rental payment and the

         20  resistance to reform it is driven by the inherent

         21  conflicts when you have a so-called independent

         22  regulator that is not independent at all.

         23                 So, it's a situation where a lot of

         24  good folks, and everyone in this room is a good

         25  folk, are going to be looking at. But it's pointedly
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          2  frustrating, you know, notwithstanding the efforts

          3  of the Chairman of the Water Board, the Chairman of

          4  the Finance Committee, the Chairman of the

          5  Environmental Protection Committee, and what is

          6  apparently something that needs reform, we can't get

          7  any glimmer of recognition that that's something we

          8  ought to be doing, and we really got to be doing

          9  that.

         10                 And with that said, I'll recognize

         11  our patient colleague Peter Vallone.

         12                 Thank you for being patient, Peter.

         13                 COUNCIL MEMBER VALLONE: Thank you.

         14  Let me thank both of the Chairs. I'm not sure I've

         15  ever heard such a tag team of hyperbole as you're

         16  opening statements, "Antoinettesque, let them eat

         17  cake, drowning in tax increases, washed away," very

         18  impressed.

         19                 CHAIRPERSON GENNARO: I can give you

         20  the full text, if you'd like to recite directly from

         21  it.

         22                 COUNCIL MEMBER VALLONE: I can't say I

         23  agree with you more, though. I was impressed and I

         24  couldn't have said it better myself. And I want to

         25  especially thank Chair Gennaro for all the work
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          2  you've done on this and not just today, in the past,

          3  in the briefing, in the briefings you've given me

          4  and other staff and other members, other Committee

          5  members. It's good to have somebody who is such an

          6  expert in this be here at this very important time,

          7  as you said we're on the precipice of a huge tax

          8  increase. Huge tax increases in the future. That's

          9  what this is. This is a tax increase.

         10                 Let me ask a question. Ms. Lloyd, how

         11  much of the 11 and a half percent increase goes to

         12  paying this rent payment, percentagewise?

         13                 COMMISSIONER LLOYD: I'm going to ask

         14  Steve Lawitts to respond.

         15                 DEPUTY COMMISSIONER LAWITTS: The

         16  rental payment in Fiscal Year '08 is budgeted to be

         17  $155 million out of a total water system budget of

         18  $2.2 billion. So, it's -- I have to calculate the

         19  percentage that it comprises of the total, but it's

         20  $155 million out of $2.2 billion.

         21                 COUNCIL MEMBER VALLONE: That's not my

         22  question.

         23                 DEPUTY COMMISSIONER LAWITTS: Okay.

         24                 COUNCIL MEMBER VALLONE: It's how much

         25  of the increase that the taxpayers will be paying
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          2  will be going to paying the rental payment?

          3                 DEPUTY COMMISSIONER LAWITTS: Well,

          4  let's take the rental payment in parts, as Mark

          5  Hoffer testified, there is a total rental payment

          6  specified of $155 million that's based on 15 percent

          7  of the expected Water Finance Authority debt service

          8  in Fiscal Year 2008. Of that $155 million total

          9  rental payment, $79 million is budgeted to go to pay

         10  off the general obligation debt for bonds that were

         11  issued before the Water Finance Authority was

         12  created in 1985.

         13                 The residual when you take 155

         14  million minus 79 million leaves about $76 million as

         15  the residual rental payment. Of that $76 million, as

         16  Mark and the Commissioner had also testified, 52

         17  million of that is paid by the City's general fund,

         18  back to the water system as the City's water and

         19  sewer usage payment for the water that all City

         20  agencies consume.

         21                 So, what's left over after that $52

         22  million water bill for the City is satisfied is $24

         23  million. Twenty-four million dollars would represent

         24  approximately one percentage point of the 11 and a

         25  half percent rate increase. One percentage point.
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          2                 CHAIRPERSON GENNARO: I'll just point

          3  out before anyone makes another comment, this $52

          4  million number and part of this rental payment, this

          5  $76 million residual, all of our finance people, all

          6  of our conversations with OMB, this is the first

          7  time we have heard that, and I personally reject it.

          8                 This is money that goes to the City,

          9  goes to the City. So, anyway, I just want to tell

         10  Peter that the Speaker's people have been talking to

         11  OMB, all the Finance people have been sort of, you

         12  know, rallied by the Speaker's Office, it's a big

         13  issue, and this is the first time we have heard of

         14  this $52 million number.

         15                 MR. HOFFER: Mr. Chair, may I, just to

         16  respond to your statement.

         17                 CHAIRPERSON GENNARO: Sure.

         18                 DEPUTY COMMISSIONER LAWITTS: That the

         19  $52 million is specified in the budget documents

         20  that the City issued for the release of the

         21  Executive Budget several weeks ago in the published

         22  Mayor's statement announcing the Executive Budget,

         23  the $52 million is part of that release. Similar

         24  amounts were also published in the same section of

         25  the Mayor's statement in previous years.

                                                            79

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2                 So, it's been a part of the City's

          3  release of the Executive Budget for several years.

          4                 COUNCIL MEMBER VALLONE: Can I say

          5  something, Mr. Chair? I think what's happening here

          6  is they just came up with another fiction. What's

          7  happening is they're just -- that's money from the

          8  general budget, that's coming from the general

          9  budget to pay for the City's water use. They're now

         10  claiming that that money is going to the general

         11  budget from the rent payment, but that money could

         12  be going into the general budget from anywhere.

         13                 COMMISSIONER LLOYD: I think at least

         14  as OMB sees it, it's a package of a kind of

         15  relationship. If you have a certain arm's length

         16  relationship, they pay us for water and we pay them

         17  for services through the rent payment, for the

         18  services that I mentioned.

         19                 If we don't pay them rent, they don't

         20  pay us water, then we're like family and we all

         21  forgive each other, you know, sort of give services

         22  for free. They give us Police and Fire and

         23  coordinate the utilities and all of that and we give

         24  them water.

         25                 So, I think that they would
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          2  characterize it as --

          3                 CHAIRPERSON GENNARO: Forgive me, I'm

          4  kind of jumping in here.

          5                 Isn't it the case that not-for-profit

          6  institutions don't pay water bills? Doesn't the City

          7  like not charge for water bills?

          8                 COMMISSIONER LLOYD: Some do not. Mark

          9  I think is apparently the most knowledgeable.

         10                 CHAIRPERSON GENNARO: Right.

         11                 MR. HOFFER: There is a State law that

         12  is commonly referred to as "The Silver Bill" because

         13  Speaker Silver was the sponsor of it, that exempts

         14  certain classes of non-for-profit institutions from

         15  paying water charges. Churches and synagogues being

         16  examples, but only in respect of their religious

         17  functions, if you will.

         18                 If a church or a synagogue ran a

         19  catering business on the side, that water has to be

         20  separately metered and paid for.

         21                 CHAIRPERSON GENNARO: Religious

         22  schools, though, don't pay water bills. Religious

         23  schools, Yeshivas.

         24                 MR. HOFFER: I'm not sure.

         25                 CHAIRPERSON GENNARO: YCQ for example.
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          2                 MR. HOFFER: My alma mater.

          3                 CHAIRPERSON GENNARO: Right, YCQ. I

          4  just spoke to Rabbi Lona. He was having difficulty

          5  with his water bill exemption.

          6                 MR. HOFFER: I shep nockus (phonetic)

          7  from the two of you.

          8                 CHAIRPERSON GENNARO: Okay.

          9                 MR. HOFFER: I'm ten years older than

         10  either of you I think. I want to school with

         11  Chairman Weprin's older brother.

         12                 I believe that's correct. I believe

         13  that's correct. But it is a fairly circumscribed

         14  list. It's not any not-for-profit anywhere for any

         15  purpose --

         16                 CHAIRPERSON GENNARO: Okay.

         17                 MR. HOFFER: Is exempt from water.

         18                 CHAIRPERSON GENNARO: Okay, fine. I

         19  was unclear about that, and now we're in the issue

         20  of who pays for water and who doesn't.

         21                 MR. HOFFER: There is a list of 15 or

         22  16 categories.

         23                 CHAIRPERSON GENNARO: Okay.

         24                 Sorry, Peter. I jumped in.

         25                 COUNCIL MEMBER VALLONE: That's fine,
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          2  because you and David know much more about the

          3  accounting aspect of this than I do. Let me, as a

          4  layperson, sum this up. Whatever illegal accounting

          5  method you're using, how is ever paying who rent,

          6  paying for water, you have the City with the highest

          7  tax rate in the nation, at the time of a huge budget

          8  surplus, raising its water rates 11 and a half

          9  percent. And that is unacceptable. Whatever system

         10  you have set up needs to be changed, because that

         11  cannot be allowed. We have taxpayers in the City,

         12  water ratepayers in the City who are fleeing who

         13  can't handle that kind of an increase. And to sit

         14  here and come up with explanations, frankly, I don't

         15  care. Nobody in my district is going to be able to,

         16  I'm not going to be able to explain to them, first

         17  of all, and they won't be able to understand it. All

         18  they know is their water rate is going up at 11 and

         19  a half percent, and we've got billions of dollars in

         20  surplus here. It needs to be changed. So, how do we

         21  change it? Who has the authority to change this

         22  rental payment, to change the existing rental

         23  payment, to eliminate it or change it? How do we get

         24  that done?

         25                 MR. HOFFER: Essentially, Councilman,
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          2  it would require an agreement between the City, the

          3  Water Board and the Water Finance Authority, and it

          4  might, I stress the word "might" because I need to

          5  look into this a little bit more carefully, it might

          6  entail seeking consents from the bond trusty.

          7                 COUNCIL MEMBER VALLONE: Who is the

          8  Water Finance Authority? Is that also under Mayoral

          9  control, as is every other person that you

         10  mentioned?

         11                 CHAIRPERSON WEPRIN: By the way, all

         12  the entities that Mr. Hoffer referred to, are all

         13  City entities, they're all the same people really.

         14                 CHAIRPERSON GENNARO: Someone could go

         15  next door right now --

         16                 CHAIRPERSON WEPRIN: As was pointed

         17  out before, the Director of the Office of Management

         18  and Budget and his staff pretty much are duplicate

         19  staff with the Water Finance Authority, so as far as

         20  we're concerned, it's just the City agreeing among

         21  themselves for the most part in that agreement.

         22                 MR. HOFFER: With the possible

         23  exception, and it would depend on what kind of

         24  change were being discussed, because I remember I

         25  told you that there are some ramifications for the
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          2  financing system that might or might not entail

          3  getting consent from a third party.

          4                 COUNCIL MEMBER VALLONE: Okay.

          5                 MR. HOFFER: I need to look at that

          6  with a bit more care. But the primary parties are

          7  self-same three parties that are the signatories to

          8  these various documents going back to 1985.

          9                 COUNCIL MEMBER VALLONE: So it can be

         10  done. The Administration controls every party that

         11  needs to be involved, except perhaps one in this

         12  process. So, let me recommend that we change this

         13  process, so no future increases go into the general

         14  revenues. So, that every increase goes into the

         15  water system. The system has worked in the past, as

         16  Chairman Gennaro has laid out eloquently, it's going

         17  to explode in the future, it's going to drown us in

         18  the future and we need to change it now.

         19                 CHAIRPERSON WEPRIN: The "drowning"

         20  was mine.

         21                 COUNCIL MEMBER VALLONE: The

         22  "drowning" was David Weprin's. I like that one. I'm

         23  not going to give you any credit when I go back to

         24  my district either.

         25                 Because you said everything is on the
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          2  table, but the way I understand it, this is a done

          3  deal; am I correct? It's been voted on, it's done.

          4                 CHAIRPERSON WEPRIN: It was voted on

          5  Monday, yes.

          6                 COUNCIL MEMBER VALLONE: Is there

          7  anything that can be done to change this now?

          8                 COMMISSIONER LLOYD: To my knowledge,

          9  not once it's set for the coming year. It would be

         10  for subsequent years.

         11                 CHAIRPERSON WEPRIN: By the way, there

         12  is legislation pending in Albany that my younger

         13  brother sponsored and passed the Assembly that's

         14  pending in the Senate now, which would require the

         15  Water Board not to act until after the City adopts

         16  their budget, where we could kind of make this point

         17  more in conjunction with the budget and that

         18  legislation is still pending.

         19                 We're going to take a five-minute

         20  recess, and then we'll reconvene because I know we

         21  had some questions on other issues.

         22                 COUNCIL MEMBER VALLONE: David, can I

         23  just ask one last question, because I need to get

         24  back to my district before we take a recess?

         25                 CHAIRPERSON WEPRIN: Quickly.
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          2                 COUNCIL MEMBER VALLONE: Then I'm

          3  done.

          4                 CHAIRPERSON WEPRIN: Quickly.

          5                 COUNCIL MEMBER VALLONE: I'm actually

          6  just a little perturbed that you did not mention

          7  watershed security in your testimony. I know we

          8  discussed it at length at the pre-budget but is any

          9  of this increase going to watershed security? You've

         10  hired 38 more positions, are any of them police

         11  officers? Do we have the cameras at Hillview yet?

         12  Just a brief update on security and then we'll take

         13  a break.

         14                 COMMISSIONER LLOYD: We thought you

         15  might ask about the cameras at Hillview, and we have

         16  an answer.

         17                 DEPUTY COMMISSIONER LAWITTS: The FY

         18  '08 project keeps the size of the DEP police force

         19  the same as in FY '07, that the uniformed portion of

         20  the police force remains at 188 positions. There is

         21  one additional position, it's not a law enforcement

         22  position that's being added to the police bureau for

         23  environmental health and safety coverage in that

         24  bureau. With regard to the Hillview cameras, one of

         25  the major obstacles to completing that was resolved
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          2  as of last week when we got a certificate of

          3  occupancy to occupy a new police precinct trailer on

          4  the site. That will allow the electrical work to

          5  proceed to connect the trailer to the cameras and

          6  activate the cameras in September of this year.

          7                 COUNCIL MEMBER VALLONE: We've been

          8  waiting for some time for that. I hope that happens,

          9  but September still seems like a long way away.

         10                 In deference to the need to take a

         11  break, I'm going to again request that we increase

         12  that force. We've got 181 officers and 2,000 square

         13  miles of watershed. Nowhere near enough. But we've

         14  had that discussion many times.

         15                 Ms. Lloyd, thank you for your help in

         16  my district. I look forward to working with all of

         17  you.

         18                 CHAIRPERSON WEPRIN: Okay, a

         19  five-minute recess, but a real five minutes. We'll

         20  be back here in five minutes.

         21                 (Recess taken.)

         22                 CHAIRPERSON WEPRIN: Okay, the Finance

         23  Committee is back in joint session with the

         24  Committee on Environmental Protection, and the floor

         25  is Chair Gennaro's.
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          2                 CHAIRPERSON GENNARO: Thank you. Thank

          3  you. We're going to move on to other topics, but I'm

          4  just going to make one last statement regarding the

          5  rental payment. Not to belabor it, but I just feel

          6  that I have to get this on the record.

          7                 I think that in the coming months it

          8  will be born out that the 15 percent cushion that

          9  the bond-holders are looking for is for that source

         10  of comfort and for the bond ratings and all that is

         11  not going to be shown to be the 15 percent rental

         12  payment thing. I think it's going to be shown to be

         13  the surplus that the Water Board and the Water

         14  Finance Authority carefully craft into their rate

         15  setting every year. They figure out how much is

         16  going to go towards paying debt service, figure out

         17  how much is going to go towards operating the

         18  system, other costs, like the rental payment and

         19  what have you, and then over and above all of that

         20  they build in the surplus and I think that's what is

         21  going to be shown in the coming months to be the

         22  amount of money that gives the bond holders cushion,

         23  not the rental payment. Because when I think of a

         24  couple of years ago, before the lines crossed with

         25  people who are inside, who understand that once upon
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          2  a time when we did the agreement back in 1985, it

          3  said that the rental payments shall be the amount of

          4  pre-1985 general obligation debt, or 15 percent of

          5  the current debt for the Water Authority, whatever

          6  is higher. And before those lines cross, when the

          7  higher amount was indeed the pre-1985 debt service,

          8  there was no money cycling back to the

          9  Administration, and no money presumably for any New

         10  York City water bill. And, so, even as recently as

         11  2006 when you only had $35 million or whatever go

         12  back into the general fund, that $35 million paid

         13  the City's water bill, made everybody happy, it just

         14  doesn't, it doesn't work, and I think in the coming

         15  months it will be shown that only a matter of a

         16  couple of years ago, when the City paid its water

         17  bill it raised the revenue like it does pay

         18  teachers' salaries or to pay for its electric bill,

         19  or pay for any of its general expenses. It went out

         20  and raised general revenue and in progressive ways

         21  to pay salaries and water bills and electric bills,

         22  and it didn't come from the water and sewer rate

         23  payers.

         24                 So, I think that that will be shown

         25  to be the case. This is not to say in any way, shape
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          2  or form that anything that was uttered by anybody

          3  here today was uttered in bad faith, because I

          4  absolutely, positively 100 percent know that to be

          5  not the case. We're all operating in good faith

          6  here, but I think that's going to be shown to be the

          7  case, what I just said. And any further response to

          8  that?

          9                 COMMISSIONER LLOYD: No, thank you,

         10  Mr. Chairman.

         11                 CHAIRPERSON GENNARO: Okay.

         12                 Now, Mark wants me to get his

         13  questions up front regarding the FADs. Let's talk

         14  about happy things. Let's talk about the great

         15  things that are happening with the FAD and land

         16  acquisition and all of our major successes. This is

         17  when marriages go bad, when people start arguing

         18  about money, you know what I mean? We should talk

         19  about the happy things, the happy times. It's what

         20  we really ought to be doing.

         21                 In April 2007, the USEPA, as we all

         22  know, issued a draft filtration avoidance

         23  determination of the New York City's water supply

         24  system, as the Commissioner said. The FAD required

         25  that the City make a commitment of 241 million of

                                                            91

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2  new funding bring the total amount, total amount

          3  available for land acquisition over the full

          4  ten-year term of the FAD to, as the Commissioner

          5  said, $300 million. That's a wonderful thing.

          6                 DEP's April plan includes an addition

          7  of $268.3 million for a land acquisition in the Cat

          8  Del Watershed bringing the total ten-year plan to,

          9  you know, $320 million, and this is a wonderful

         10  thing.

         11                 Thank you so much, Commissioner. I

         12  know you're deeply involved in all this. This is

         13  really, really terrific.

         14                 COMMISSIONER LLOYD: Council member,

         15  you remember probably a year ago we were having a

         16  discussion about a bill, and both of us talking

         17  about how the ideal thing would be a ten-year FAD.

         18                 CHAIRPERSON GENNARO: Yes.

         19                 COMMISSIONER LLOYD: So, I think it

         20  was very gratuitous that we started that thought

         21  process.

         22                 CHAIRPERSON GENNARO: Absolutely. I

         23  think also the federal government was afraid of you

         24  and me and they just kind of gave us what we wanted.

         25  So, that's a good thing.
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          2                 Okay, let's talk a little about

          3  segregated accounts. The FAD states that by the date

          4  set forth the City shall "... deposit funds into the

          5  land acquisition segregated account." Currently the

          6  Watershed Acquisition Funds are in a budget line,

          7  I'm told WM 30, that contains nearly 200 other

          8  capital projects when the feds that it should be

          9  into a segregated account.

         10                 Would you say that the terms set

         11  forth in the FAD requiring that funds be deposited

         12  in a segregated account are being met?

         13                 MR. HOFFER: The answer is, Mr.

         14  Chairman, we will have to have a little bit of a

         15  further discussion with EPA.

         16                 We had a similar obligation, if you

         17  recall, back in 1997, in terms of the land monies

         18  under the FAD that was issued in that year, and my

         19  recollection, and admittedly my recollection is a

         20  bit shaky on this, I'm ten years older.

         21                 CHAIRPERSON GENNARO: As am I. As am

         22  I.

         23                 MR. HOFFER: As we were able to come

         24  up --

         25                 CHAIRPERSON GENNARO: I just turned
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          2  50, so don't remind me about, you know --

          3                 MR. HOFFER: Right. We will take a

          4  look. I can't give you a precise answer today, but

          5  we were able to satisfy EPA. We may have set up some

          6  sort of a special sub account or sub code for land,

          7  but we were able to assure them that the money was

          8  there and would be there when needed, which is the

          9  essence of the whole obligation. And I'm confident

         10  that we will be able to do it again this time

         11  around.

         12                 CHAIRPERSON GENNARO: But also, I mean

         13  satisfying them and satisfying us may be, could

         14  potentially be different things. You know, but

         15  certainly we'll keep an eye on that.

         16                 MR. HOFFER: We understand the intent

         17  behind the obligation, and we're fully supportive of

         18  that intent, which is that the money that's been

         19  pledged for land be there as and when it is needed,

         20  and not diverted to some other purpose.

         21                 I know that's a goal the Commissioner

         22  shares and the agency shares and we'll find a way to

         23  make it work to everyone's satisfaction.

         24                 CHAIRPERSON GENNARO: Okay. Thank you.

         25  Thank you, Mark.
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          2                 Next item with regard to land trusts.

          3  It's still under the general topic of land

          4  acquisition.

          5                 The FAD requires DEP to develop and

          6  implement a plan to "...substantially increase the

          7  use of land trusts and other non-governmental

          8  organizations to identify and help the City acquire

          9  eligible lands."

         10                 This plan is due by mid-November

         11  2007. A couple of follow-up questions to that little

         12  narrative. What percent of the 77 roughly thousand,

         13  77,000 acres thereabouts that have been purchased

         14  already in the watershed have been purchased through

         15  land trusts?

         16                 COMMISSIONER LLOYD: Dave Warren I

         17  think you know?

         18                 CHAIRPERSON GENNARO: Pardon?

         19                 COMMISSIONER LLOYD: Dave Warren is

         20  going to answer.

         21                 CHAIRPERSON GENNARO: Okay.

         22                 COMMISSIONER LLOYD: Assistant

         23  Commissioner, Bureau of Water Supply.

         24                 ASSISTANT COMMISSIONER WARREN: I

         25  don't have the figure with me. I can get that number
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          2  and get back to you. It's fair to say, though, that

          3  it's a very small percentage.

          4                 CHAIRPERSON GENNARO: Right.

          5                 ASSISTANT COMMISSIONER WARREN: A

          6  significant portion of our acquisitions come through

          7  DEP land ac staff, and our partners at the Watershed

          8  Agricultural Council acquiring conservation

          9  easements on farms.

         10                 CHAIRPERSON GENNARO: What was that

         11  about the conservation easement, that the Watershed

         12  Agricultural Council hasn't done too much easements?

         13                 ASSISTANT COMMISSIONER WARREN: No,

         14  they have done. WAC has purchased close to 15,000

         15  acres in conservation easements on farms to date.

         16  So, they are a significant partner in the Land

         17  Acquisition Program.

         18                 CHAIRPERSON GENNARO: Right. But are

         19  we really counting them as a land trust or whatever?

         20  They're not really a land trust. It's all well and

         21  good that they're doing good things. I think I have

         22  actually a question on WAC as well.

         23                 ASSISTANT COMMISSIONER WARREN: Right.

         24  I think for purposes of the 2007 FAD and to get to

         25  EPA's point about greater use of land trust, I think
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          2  it's fair to say that WAC is not considered a land

          3  trust.

          4                 CHAIRPERSON GENNARO: Okay, fine.

          5  Fine.

          6                 Can you please describe to the

          7  Committee the logistics of land trust and how would

          8  they expedite the land acquisition process.

          9                 We've heard a lot about this when

         10  people testified at the Committee. We know that

         11  Governor Pataki, when he did his million acre or

         12  thereabouts acquisitions over the 12 years, he was

         13  Governor. You use these entities a lot to make those

         14  transactions happy, and so how do they work and what

         15  value added are they going to bring and how are we

         16  going to fill the EPA mandate that we use them more?

         17                 ASSISTANT COMMISSIONER WARREN: I'll

         18  start to answer here and Mark may jump in and

         19  augment the response.

         20                 I think it's fair to say that the

         21  regulator's primary concern or interest in seeing us

         22  make more use of land trusts is to try to get to

         23  some segment of land owners who may not be

         24  interested in selling to the City because of the

         25  time it takes us to get into contract, to close a
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          2  contract, essentially the time it takes us to move

          3  through the process. Land trusts tend to be more

          4  nimble and can close much more quickly in a matter

          5  of a few weeks or a month, as opposed to the

          6  potentially up to 18 month contract that the City

          7  has.

          8                 So, that would be the primary benefit

          9  of using land trusts would be their ability to move

         10  more quickly with owners who are interested in

         11  closing more quickly.

         12                 CHAIRPERSON GENNARO: Thank you. And

         13  what are we going to be doing to make a plan to

         14  energize this sector?

         15                 ASSISTANT COMMISSIONER WARREN: We

         16  have an obligation under the FAD to develop and

         17  submit a plan to EPA this fall that outlines how we

         18  will be making better use of land trusts.

         19                 CHAIRPERSON GENNARO: Okay.

         20                 ASSISTANT COMMISSIONER WARREN: We

         21  have started on internal discussions on how we would

         22  propose to do that. We expect to be making outreach

         23  to a number of parties, including the regulators,

         24  including some of the land trusts over the course of

         25  the coming weeks and months, as we develop that

                                                            98

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2  plan.

          3                 CHAIRPERSON GENNARO: Right. Because I

          4  just bumped into Kim Eliman (phonetic) last night at

          5  an event, and you know, he heard I was going to be

          6  having this hearing today so he stressed --

          7                 ASSISTANT COMMISSIONER WARREN: We've

          8  already done some outreach and made a few phone

          9  calls to the land trust to say we will be talking

         10  with you as we go through the process of developing

         11  this plan.

         12                 CHAIRPERSON GENNARO: Okay. The

         13  majority of the commitment to DEP's April plan,

         14  201.3 million, our plan for FY 2016, yet the

         15  timetable set forth in the FAD would have DEP

         16  sequester 241 million prior to the end of 2014.

         17                 How will DEP meet these goals. As the

         18  executive ten-year capital plan is currently

         19  structured? It seems incongruous.

         20                 ASSISTANT COMMISSIONER WARREN: We

         21  will reallocate the funds.

         22                 CHAIRPERSON GENNARO: I can't hear

         23  you. You've got to talk louder in this thing.

         24                 ASSISTANT COMMISSIONER WARREN: I

         25  think we're having technical problems. Can you hear
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          2  me now, Mr. Chair?

          3                 CHAIRPERSON GENNARO: Yes.

          4                 ASSISTANT COMMISSIONER WARREN: We

          5  will reallocate the funds to be there in the proper

          6  fiscal years when we need them in future budget

          7  revisions.

          8                 We scheduled them in the way we did

          9  in the executive budget submission to better achieve

         10  balance across the years, but we recognize our

         11  obligation to provide them, as you've described, and

         12  we'll make that change in the future.

         13                 CHAIRPERSON GENNARO: Okay. Thank you.

         14  Thank you.

         15                 The FAD makes no mention of the

         16  amount of land needed to be acquired, rather it

         17  determines how much must be -- rather it determines

         18  how much funding must be sequestered by a certain

         19  day. Has there been any discussion as to how much

         20  land acquisition EPA expects DEP to make in the next

         21  ten years as part of the FAD?

         22                 COMMISSIONER LLOYD: The way that we

         23  have always done this is that we have solicitation

         24  targets, and, so, on the one had we, and now others

         25  helping us will be making offers on the land and the
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          2  money will be in the bank. So, those two things come

          3  together so that there is no impediment to acquiring

          4  the land and that's what's worked well over the past

          5  ten years.

          6                 CHAIRPERSON GENNARO: What are the

          7  targets for solicitation? What are the solicitation

          8  targets?

          9                 MR. HOFFER: I believe the

         10  requirements are that we solicit a minimum of 50,000

         11  acres a year over the life of the FAD. And that's a

         12  number we believe we can achieve. We've got a team

         13  that's proven it can get out there and solicit that

         14  number from year to year to be comfortable with it.

         15                 CHAIRPERSON GENNARO: What was it the

         16  first ten years? Also 50?

         17                 MR. HOFFER: It was 355,000 and change

         18  and in total, it varied from year to year because we

         19  went to different corners of the watershed from year

         20  to year to year.

         21                 CHAIRPERSON GENNARO: Right. Okay,

         22  thank you.

         23                 Now we have a question about WAC, the

         24  Watershed Agricultural Council. At the June 26th --

         25  forgive me, this is a question that talks about,
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          2  references the date June 26, 2006, and I wanted to

          3  make sure from counsel whether or not she did in

          4  fact mean 2007, she informed me that it's not June

          5  yet and couldn't be the case. So, thank you. Thank

          6  you. I missed that one. Tempest fugit (phonetic),

          7  right? Time is fleeting.

          8                 At the June 26, 2006 hearing of the

          9  Environmental Protection Committee, Thomas O'Brien

         10  of the Watershed Agricultural Council testified that

         11  the WAC as of June of 2006 had 22,500 acres in

         12  application from willing sellers in the Cat Del

         13  Watershed already prioritized based on the best

         14  farmland soils and the most sensitive hydrological

         15  features.

         16                 He further testified that increase

         17  and extended funding is what is needed to protect

         18  this green space and that it would cost

         19  approximately $64 million to purchase easements on

         20  this acreage over a six-year period.

         21                 The question is, what is the total

         22  amount of acreage of agricultural easements that DEP

         23  has purchased since that date? And obviously there

         24  seems to be an imbedded question about the need for

         25  more funding to do this in general.
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          2                 ASSISTANT COMMISSIONER WARREN: Again,

          3  I don't have the breakdown of WAC acquisitions since

          4  June of last year. I could certainly get that

          5  information and provide it. As I mentioned a moment

          6  ago, in total WAC to-date has acquired easements on

          7  15,000 acres of farm land in the watershed.

          8                 CHAIRPERSON GENNARO: Fifteen, 1-5?

          9                 ASSISTANT COMMISSIONER WARREN:

         10  Correct.

         11                 CHAIRPERSON GENNARO: Okay. Well, it's

         12  fair to say that we're sort of sensitive to what

         13  this need is, and he's indicating that he needs $64

         14  million. Are you going to get $64 million? Is there

         15  $64 million out there?

         16                 ASSISTANT COMMISSIONER WARREN: We're

         17  in the process of transferring $20 million in

         18  funding to WAC for continued support of the easement

         19  program. That's in addition to $27 million that they

         20  had received previously.

         21                 We are committed to working with WAC

         22  to continually review the progress of their program,

         23  and the available lands that remain, and I cannot

         24  say at this point how much additional money will be

         25  allocated, but we will be working with them --
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          2                 CHAIRPERSON GENNARO: Okay. Now, will

          3  the money that goes to WAC be sort of the land

          4  acquisition dollars, that pot of money, the 300, or

          5  is it some other stream that goes into there?

          6                 ASSISTANT COMMISSIONER WARREN: It

          7  would come out of the land acquisition funding, yes.

          8                 CHAIRPERSON GENNARO: So, if we have

          9  an opportunity to buy easements, that's good, right?

         10  Easements rather than fee title or whatever you call

         11  it, like when you buy the land outright. And he's

         12  got these things identified, lined up or whatever,

         13  why don't we just do this? I mean it sounds like a

         14  simple question.

         15                 ASSISTANT COMMISSIONER WARREN: There

         16  are advantages and disadvantages to easements. They

         17  are cheaper to acquire, but they do incur a higher

         18  level of monitoring activity. You need to expend a

         19  great deal more effort watching the properties to

         20  make sure that the owners are complying with the

         21  terms of the easement.

         22                 CHAIRPERSON GENNARO: Okay.

         23                 ASSISTANT COMMISSIONER WARREN: We are

         24  constantly balancing the available acres in the

         25  watershed for acquisition to try an ensure that
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          2  we're using our available funding in a way that's

          3  most protective of water quality. So, we're

          4  balancing the priority lands throughout the

          5  watershed in our program, as well as with our WAC

          6  partners, and we will continue to look at that going

          7  forward.

          8                 CHAIRPERSON GENNARO: Okay, thank you.

          9  Thank you. We're trying to -- okay, let's just

         10  switch to -- they need the room so I'm trying to

         11  hurry here. This has to do with the Croton Water

         12  Filtration Plant. Recently it was reported that the

         13  low bidder, it was in the media, it was in Crain's,

         14  it was all over, it was reported that the low bidder

         15  on the Croton Water Filtration Plant Project, Perini

         16  Corporation, which had bid 1.3 billion for the job,

         17  withdrew from the process. The reports, the media

         18  reports went on to state the reason for the contract

         19  withdrawal was related to a DOI investigation into

         20  violations involving Perini's meeting targets for

         21  subcontractors with Minority and Women-Owned

         22  Business Enterprises. The company was convicted in

         23  California in 2001 for making fraudulent MWBE

         24  claims.

         25                 Currently, the only other bidder for
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          2  the Croton plant has a bid for construction at 1.5

          3  billion, but I think you testified to this. You

          4  testified, okay. The report went on to state that

          5  the contract with Perini could have been drawn up,

          6  the media reports went on to say that the contract

          7  with Perini could have been drawn up in such a way

          8  as to protect the City's MWBE interests.

          9                 Because it's my understanding if you

         10  have companies that have been sort of like MWBE bad

         11  boys, there are ways to sort of structure contracts

         12  so that the City is protected from this kind of

         13  thing, and it would seem, or it was reported that

         14  why did it have to cost the City $200 million, or

         15  whatever the new bid is going to be, by virtue of

         16  the fact that the City couldn't figure out how to

         17  draft a contract which would sufficiently, you know,

         18  protect itself? And it seems like $200 million is a

         19  lot of money and we could have saved it and we could

         20  have structured a contract. Maybe that would have

         21  been a good thing. I understand it's a thing that

         22  does happen from time to time, why did it happen

         23  here and it's costing us hundreds of millions of

         24  dollars? So, what do you say?

         25                 COMMISSIONER LLOYD: We did make a
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          2  very persistent effort, and I think we were quite

          3  flexible to try to make an agreement that would

          4  provide those protections for the City, and at the

          5  end of the day we simply weren't able to reach

          6  agreement with the first low bidder.

          7                 CHAIRPERSON GENNARO: Perini refused

          8  to do something that the City asked it to do?

          9                 COMMISSIONER LLOYD: We were not able

         10  to reach agreement on what the provisions would be.

         11                 CHAIRPERSON GENNARO: That was my

         12  question. So, the City said we can make a contract,

         13  we will do something. This is our request to you,

         14  you, Perini, or whatever, have to put up a bunch of

         15  money, you've got to pay for the thing, you've got

         16  to pay for a monitor, you've got to do whatever it

         17  is, they said no. It was offered to them and they

         18  said no?

         19                 COMMISSIONER LLOYD: They chose to

         20  withdraw.

         21                 CHAIRPERSON GENNARO: Okay.

         22                 COMMISSIONER LLOYD: It was, by the

         23  way, 1.1 billion was their bid.

         24                 CHAIRPERSON GENNARO: 1.1 billion was

         25  their?
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          2                 COMMISSIONER LLOYD: 1.1 and the

          3  second low bidder was 1.3 and that contract we've

          4  now issued a letter of award, and so --

          5                 CHAIRPERSON GENNARO: So we're going

          6  to do it for 1.3?

          7                 COMMISSIONER LLOYD: We're going to do

          8  it for 1.3, yes.

          9                 CHAIRPERSON GENNARO: Okay. Thank you.

         10  I don't want to belabor that.

         11                 Okay, this has to do with a capital

         12  budget project milestones. At the preliminary budget

         13  hearings in March, I asked you about the status of

         14  your compliance to one of the terms and conditions

         15  the Council passed as part of the FY '07 adopted

         16  budget. The condition was a requirement that each

         17  agency would make certain that the FMS was

         18   "...adequately updated with project milestones and

         19  explanations for any delays in the schedule of each

         20  project," meaning capital project. When we last met,

         21  you made it clear that DEP, while not in compliance

         22  at the time, was working hard to meet the

         23  requirements and would do so promptly. Can you

         24  please provide the Committee with an update on the

         25  status of DEP's efforts to fulfill the requirements
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          2  of that specific term and condition?

          3                 ASSISTANT COMMISSIONER WARREN: Yes,

          4  Mr. Chair. As of the end of April we were -- I'm

          5  sorry, as of the end of last week we had milestones

          6  for approximately 83 percent of our capital program

          7  schedule. So, since we last testified we had gone I

          8  think from having zero to 83 percent. And we're

          9  continuing to input schedules to reach a higher

         10  compliance rate.

         11                 CHAIRPERSON GENNARO: Thank you.

         12                 With regard to, this is not a

         13  prepared question, but it made me think of it, the

         14  change order issue. Again, I'm thinking back to when

         15  I went and spoke -- with you, Steve, of course, that

         16  day when you and I both spoke before the General

         17  Contractors and the Building Congress, and there

         18  was, that was the battle of change orders on that

         19  day. So, what has been the progress on that issue?

         20                 COMMISSIONER LLOYD: I think we've

         21  made substantial progress. We have been putting in

         22  place a new program management process. One of the

         23  things it tracks very carefully has analyzed how to

         24  accelerate the change order process and is going to

         25  be tracking that very quickly, and I think that we
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          2  think we've targeted some specific areas that have

          3  been problematic in the past. So, it will be much

          4  easier to resolve now.

          5                 One of those is that in the past we

          6  have had construction managers, construction

          7  management companies oversee construction who were

          8  the same as the design firm, and that led to

          9  longstanding disputes with the contractors over

         10  change orders because the CM firm tended to defend

         11  the design firm because they were the same company.

         12                 CHAIRPERSON GENNARO: Right.

         13                 COMMISSIONER LLOYD: Now that we've

         14  changed that, and the CM firm can play a more

         15  mediating role, we think that's helping a great deal

         16  in terms of moving things along. But I would like to

         17  --

         18                 CHAIRPERSON GENNARO: How would we

         19  quantify the progress. Would that be in terms of the

         20  average time it takes a change order to make it

         21  through the system, would it be the number of change

         22  orders that are dangling out there? What would be

         23  the metric to figure out our progress on this?

         24                 COMMISSIONER LLOYD: Let me ask Deputy

         25  Commissioner Al Lopez to pick it up here.
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          2                 DEPUTY COMMISSIONER LOPEZ: The

          3  measurement that we would look at would be the

          4  amount of time it takes to track -- to process a

          5  change order. Essentially that's what in the end

          6  creates the ability to provide funds for an action,

          7  an activity and the construction to take place.

          8                 So, the first piece of this is really

          9  mapping out what the process is, and as the

         10  Commissioner mentioned, the first, even before the

         11  change order is identified, it's the admission

         12  so-to-speak that a change order is necessary. And

         13  that's where we had a lot of problems with the

         14  construction manager being the same firm as the

         15  designer, because there was, let's say resistance to

         16  admitting that there was a need for a change order.

         17                 CHAIRPERSON GENNARO: We changed that

         18  awhile ago.

         19                 DEPUTY COMMISSIONER LOPEZ: We changed

         20  that about a year ago, but it's still something that

         21  this sort of fall-out takes place from that.

         22                 The next piece from that is actually

         23  the negotiation process in between DEP or DEP

         24  representatives or the contractors. That's a piece

         25  that up to now, out of a process that takes about a
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          2  year, a change order typically on average takes

          3  about a year, that takes about 150 days. We feel

          4  that there is a lot of room for improvement in that

          5  phase of the change order process. As a matter of

          6  fact, that is a target --

          7                 CHAIRPERSON GENNARO: Just that one

          8  segment.

          9                 DEPUTY COMMISSIONER LOPEZ: The one

         10  segment of actually preparing and finalizing the

         11  scope, in other words, principally preparing a mini

         12  contract if you will, and then negotiating what the

         13  cost of that mini contract is, that's on average 150

         14  days.

         15                 We think there is a lot of room for

         16  improvement in that area, and that's the major point

         17  that we have targeted. That's the major area we have

         18  targeted. We've already put in some controls in that

         19  area to try to differentiate large change orders

         20  from small change orders, and the next piece after

         21  that, if you will, is it's kind of the internal

         22  processes, both within DEP and the budget office.

         23                 We're creating a transparency in that

         24  area so we can actually see where the change orders

         25  are.
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          2                 The bottom line is, we have a

          3  one-year process, we're hoping to get that down as

          4  short as possible, and I'm not giving you a target

          5  date at this point, because I think it will vary

          6  depending on the size of the change order.

          7                 If you talk to other agencies, they

          8  will give you numbers of 90 days, 120 days, but when

          9  you consider the size of our capital program, versus

         10  those of other agencies, you can't compare.

         11                 CHAIRPERSON GENNARO: Right.

         12                 But certainly we have to be mindful

         13  of the bid inflation that naturally comes from what

         14  people have to go through when they do change

         15  orders. They presumably build that into their bid

         16  because they know they have to --

         17                 DEPUTY COMMISSIONER LOPEZ: And we're

         18  targeting that separately, or in parallel, if you

         19  will, because we're also looking at establishing

         20  contingency fund, within the bid process so that

         21  even though the change order may take 100 days to

         22  process if we're lucky, okay, there would still be

         23  the ability to transfer funds for work that is not

         24  in dispute relative to a change order. So, in

         25  establishing contingency fund, it sort of takes away
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          2  from the fact that the contractor has to build into

          3  his contract that additional cost of money.

          4                 So, we're doing two things in

          5  parallel: Number one, we're looking at establishing

          6  a contingency fund that will be available for change

          7  orders that are not in dispute, and we're looking on

          8  an overall basis also to improve the process on all

          9  change orders aside from that.

         10                 CHAIRPERSON GENNARO: Okay. It

         11  certainly is something that we want to spend more

         12  time on at the appropriate time. Because if one

         13  thinks of all the costs that are generated by the

         14  long change order process, the bid inflation and all

         15  those costs all added up, and we look at the

         16  percentage of change orders that ultimately get

         17  approved anyway, and you can make a case that we

         18  should approve them all with that savings and go

         19  after those that do the wrong thing.

         20                 Of course that would precipitate

         21  perhaps more people trying to do change orders, but

         22  certainly it's something that I'm glad we're moving

         23  forward on. But I can see us delving more into that.

         24                 Council Member Weprin has a question

         25  that he wants to ask, and while he's doing that, I'm
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          2  going to confer with staff to see what, if any,

          3  further questions I want to ask.

          4                 So, David, please.

          5                 CHAIRPERSON WEPRIN: Thank you, Mr.

          6  Chairman. We've also been joined by Council Member

          7  Thomas White, Jr., from Queens. Welcome. He's been

          8  here awhile but we didn't acknowledge him.

          9                 I'm going to ask a question just on

         10  behalf of one of my colleagues, a member of the

         11  Finance Committee, who could not be here, he was

         12  here earlier in the day, and that's Councilman Alan

         13  Gerson, of Lower Manhattan. And his question reads,

         14  with the imminent implementation of the new Noise

         15  Code, and a great deal of community interest in its

         16  strength, is there sufficient allocation of funds

         17  for noise inspectors to enforce the new code, and

         18  without enforcement the code is simply writing on

         19  paper, so he thinks enforcement is very key.

         20                 Commissioner.

         21                 COMMISSIONER LLOYD: I'm going to ask

         22  Deputy Commissioner Bob Avaltroni to join me on

         23  that.

         24                 CHAIRPERSON WEPRIN: Okay, thank you.

         25                 DEPUTY COMMISSIONER AVALTRONI: Yes,
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          2  good afternoon. Yes, obviously the new Noise Code

          3  does a number of things, and when we talk about

          4  enforcement we made a very concerted effort to

          5  ensure that the best way to have a Noise Code that

          6  is effective and efficient and takes consideration,

          7  the amount of work that has to be done, and

          8  especially I guess in Council Member Gerson's

          9  community, is to ensure that you work smart.

         10                 What we did in our process is we had

         11  a dialogue with the stakeholders that would be

         12  involved in the process doing construction in Lower

         13  Manhattan and various utilities and the like, and

         14  basically we agreed to work smarter. That's using

         15  new technology that's available. And what we expect

         16  to do is not to be a heavy handed enforcement

         17  entity, we will enforce where necessary, but by the

         18  very nature of changing the behavior patterns of the

         19  folks that are doing the work in the field, baffling

         20  noise using, as I said, better technology, we are

         21  going to derive significant benefits from the new

         22  Noise Code. We feel we have a staff that's in place,

         23  that we have 49 inspectors, we feel that will be

         24  adequate to address the needs and concerns with

         25  respect to Noise complaints, and I think, as I said,
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          2  our view is to take a proactive approach, having

          3  everyone better understand what the expectations are

          4  and that will force the compliance.

          5                 CHAIRPERSON WEPRIN: On behalf of

          6  Councilman Gerson, thank you.

          7                 COUNCIL MEMBER WHITE: Mr. Chair?

          8                 CHAIRPERSON WEPRIN: Council Member

          9  White.

         10                 COUNCIL MEMBER WHITE: Thank you very

         11  much.

         12                 This might have been asked before,

         13  but I'll ask again. The headcount and the budget,

         14  was that question asked?

         15                 Please provide the Committee with the

         16  Fiscal '07 and the projected '08 headcount in total

         17  budget for the following areas: Office of

         18  Environmental Health and Safety Compliance; Bureau

         19  of Water and Sewer Operations; Bureau of Customer

         20  Service; Bureau of Environmental Compliance; Bureau

         21  of Water Supply; and Bureau of Wastewater Treatment.

         22                 ASSISTANT COMMISSIONER WARREN: Thank

         23  you, Council Member White.

         24                 For the Office of Environmental

         25  Health and Safety the Fiscal Year '07 headcount is
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          2  34 positions, it's going up to 38 positions in

          3  Fiscal '08.

          4                 For Water and Sewer Operations, the

          5  headcount goes from 1,327 positions to 1,331.

          6                 For the Bureau of Customer Service,

          7  the '07 headcount is 535 positions, the '08

          8  headcount is 533 positions.

          9                 Bear with me one second. For

         10  Environmental Compliance, the headcount goes from

         11  208 to 209 positions.

         12                 Water Supply goes from 828 to 870

         13  positions; and Wastewater Treatment goes from 2,027

         14  to 2,011 positions.

         15                 COUNCIL MEMBER WHITE: All right. I'd

         16  like to address the area of watershed security. DEP

         17  has recently hired new DEP police officers in Fiscal

         18  Year '07, what is the total number of personnel in

         19  the DEP police force as of '07? And of that number,

         20  what is the number of personnel that are police

         21  officers actively? Actively patrolling the

         22  watershed?

         23                 ASSISTANT COMMISSIONER WARREN: In

         24  Fiscal '07, 188 police officer positions out of a

         25  total police bureau headcount of 215. With the
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          2  remaining 27 positions, difference between the 188

          3  and the 215, being managers in support.

          4                 In Fiscal '08, the number of officers

          5  will remain the same at 188. The support headcount

          6  will go up by 1, which is a new Environmental Health

          7  and Safety position. I believe we currently have on

          8  board 190 officers. We are two over our headcount

          9  now. We started a new academy class recently in

         10  March where we're training 20 officers right now, in

         11  anticipation of expected attrition, so right now

         12  we're a little bit over our headcount.

         13                 COUNCIL MEMBER WHITE: Well, I hope

         14  that we never get under the headcount. We need to

         15  secure, you know, our watershed and water supply.

         16  So, I have no problem with that. The question is, do

         17  you really have enough?

         18                 COMMISSIONER LLOYD: Well, I think

         19  that the way, we look at this fairly frequently, I

         20  think that the way that the police officers are

         21  organized makes them very effective.

         22                 We have a certain number who focus on

         23  some key facilities that we think take a high level

         24  of supervision and then we are organized into

         25  various squads that can respond to the particular
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          2  problems. And we think that they have been

          3  enormously effective, and we've been very pleased

          4  with the results up there and I think that one of

          5  the indications of that is the increasing degree to

          6  which other police forces, such as the State police

          7  are asking us to assist in a variety of activities,

          8  and we're trying to find a way to both be helpful to

          9  them and also set some restrictions on that because

         10  we don't want to lose the focus on our own

         11  facilities. But I think the undertaking about five

         12  years ago to really professionalize the force, which

         13  was seen as not being well trained or having a high

         14  level of motivation has really been turned around.

         15                 COUNCIL MEMBER WHITE: Okay, thank

         16  you.

         17                 Now, something more local that

         18  affects the citizens but in particular the citizens

         19  close to I guess the Chairpersons, David and James,

         20  is the PERC in the area bounded by the Cross Island

         21  Parkway, bounded by on the east and on the north,

         22  Jamaica Avenue, Hempsted Turnpike, on the south

         23  Linden Boulevard and on the west Farmers Boulevard.

         24                 COMMISSIONER LLOYD: Yes, that's

         25  correct.
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          2                 COUNCIL MEMBER WHITE: I drove past

          3  there yesterday and I detected such a strong odor

          4  going on the Cross Island, so where are we with

          5  that? There's two levels; one, the source of the

          6  PERC; and two, the issue of the Health Department;

          7  and three, compensation to those individuals who are

          8  in the affected area that do not have the services

          9  for water.

         10                 COMMISSIONER LLOYD: You may have had

         11  an odor of PERC that you smelled. That would not

         12  have been from the drinking water supply. It might

         13  have been, as you know, there's quite a bit of PERC

         14  contamination in the ground and then the groundwater

         15  in that area, and it might have been coming from

         16  that. But the test results for four days now, have

         17  shown no PERC in the drinking water. The amount that

         18  was picked up and that we were getting for several

         19  days was a very, very, very small amount. I think

         20  that the Department of Health's position, and we are

         21  always guided by them on the health implications of

         22  anything that happens with the drinking water

         23  supply, was that at those very low levels, and over

         24  a limited period of time, at most a few weeks,

         25  probably much less than that, there was not a health
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          2  risk involved.

          3                 I think that there was some confusion

          4  created because the press release that went out said

          5  that if people were concerned they could use bottled

          6  water, which I felt was a little gratuitous because

          7  anyone can use bottled water any time they want to

          8  use bottled water and I think people carried away

          9  from that the information that perhaps they should

         10  use bottled water, but there was, as became clear in

         11  subsequent meetings in the community, and the

         12  statements of Department of Health representatives,

         13  there was not a recommendation, there was no intent

         14  on the part of the Department of Health to make a

         15  recommendation that people needed to use bottled

         16  water.

         17                 We are looking at the possibility

         18  trying to see how we can do that, although there

         19  will probably be a lag time of one billing cycle, to

         20  give some, for the area that was affected to give

         21  some foregiveness for on their water bill for the

         22  amount of time, even though the water was safe to

         23  drink. There was confusion, many people felt they

         24  could not drink it and went out and bought bottled

         25  water, so we feel that would be the fair thing to do
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          2  and we are looking at how we could do that.

          3                 CHAIRPERSON WEPRIN: Actually, with

          4  these 11 and a half percent increase on top of the

          5  nine and a half in the projected increases, it might

          6  be cheaper to use bottled water than City water.

          7                 COMMISSIONER LLOYD: Actually, I'm so

          8  glad you raised that point, Mr. Chairman, because

          9  bottled water, one liter, a half liter bottle, which

         10  is in most vending machines, costs a dollar, that

         11  same dollar would buy you under the new rate 143

         12  gallons of drinking water.

         13                 It's still a good deal.

         14                 CHAIRPERSON WEPRIN: All right, I'll

         15  concede that.

         16                 COUNCIL MEMBER WHITE: Well, the only

         17  comment I'm making, and I know time is short and

         18  we're going to leave this room, is the fact that in

         19  that area, and I know my colleagues will join me,

         20  and I spoke with Senator Smith, and for many, many

         21  years we were under the --

         22                 COMMISSIONER LLOYD: The old Jamaica

         23  Supply.

         24                 COUNCIL MEMBER WHITE: -- The supply

         25  of the Jamaica Water Supply.
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          2                 COMMISSIONER LLOYD: Yes.

          3                 COUNCIL MEMBER WHITE: And at that

          4  time the Jamaica Water Supply, in and of itself, was

          5  under attack, in terms of the quality and the safety

          6  of its water. So, if we went and bought the Jamaica

          7  Water Supply system and they have many contaminants

          8  and contaminations in their wells, then I think we

          9  would not make a wise deal.

         10                 COMMISSIONER LLOYD: We did not get a

         11  very good deal for that.  But you realize that

         12  water, which many people -- I became aware last

         13  week, many people did not know this, that water is

         14  not in circulation now. We are not distributing that

         15  water as drinking water. We running off some of it

         16  into the sewer that goes to the wastewater treatment

         17  plant to try to get the water table down in that

         18  area, but there is not Jamaica well water in

         19  circulation. All the drinking water in that area

         20  comes from the Catskills right now.

         21                 So, getting to your question of

         22  sources, we have found, we have been looking for

         23  sources, we have inspected several hundred

         24  businesses, we have found several that had a variety

         25  of violations, we have found, I believe it's three
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          2  where because they had a cross connection of some

          3  kind, either between the machine that they might put

          4  PERC in or between a well that they were using, for

          5  example, washing cars, connecting across to the

          6  drinking water supply we found three businesses that

          7  might have contributed to this. But at this point

          8  we've ruled out one. The other two we're still not

          9  sure. We're testing their wells. We're still trying

         10  to isolate the source.

         11                 We certainly know the area along

         12  Springfield Boulevard, but we have not isolated the

         13  source. But what we are going to do, because we have

         14  not been able to isolate one source, is continue a

         15  very frequent testing regimen for the near future to

         16  make sure that everything continues to come up zero.

         17  And we are going to continue to investigate very

         18  heavily to try to understand how that could have

         19  happened. It was a very small amount, but

         20  nonetheless, we don't see any of that in the

         21  Catskill water, so we're very concerned about how it

         22  might have gotten in through some kind of cross

         23  connection to a well and it is our hope that we will

         24  be able to track it down.

         25                 COUNCIL MEMBER WHITE: Well, I will
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          2  have no further questions, but after the testimony

          3  is over I would like to speak to you privately to

          4  pursue that.

          5                 COMMISSIONER LLOYD: I would be happy

          6  to do that.

          7                 CHAIRPERSON GENNARO: Thank you. Thank

          8  you. Just for the public part of the testimony,

          9  we're going to be convening next door in the

         10  Committee Room. Council Member Garodnick is having

         11  an art gallery, which will feature 85 paintings, and

         12  that's all going to be set up like within the next

         13  five minutes. So, it will be a spectacle to watch

         14  them set up, if you care to participate in that.

         15                 I just want to thank DEP in a very,

         16  very special way for, you know, all you do each and

         17  ever day. It's really a pleasure and a privilege and

         18  an honor to work with all of you. Thank you all very

         19  much.

         20                 CHAIRPERSON WEPRIN: And I also want

         21  to thank the Commissioner and her staff for sitting

         22  patiently and listening to the abuse that Councilman

         23  Gennaro and myself presented, but you have to

         24  realize that we're representing a constituency that

         25  really represents real people that are affected by
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          2  these increases. So, I hope you didn't take anything

          3  we said personally.

          4                 COMMISSIONER LLOYD: Not at all. We

          5  understand your concerns. Thank you.

          6                 CHAIRPERSON WEPRIN: Okay.

          7                 The Finance Committee is going to

          8  reconvene in about a minute in the next room and we

          9  will take testimony from the public. If you haven't

         10  signed up, see the Sergeant-At-Arms and fill out a

         11  slip. We will reconvene in the Committee Room.

         12                 (Recess taken.)

         13                 CHAIRPERSON WEPRIN: We have Andrew

         14  Scherer from Legal Services for New York City;

         15  Richard Greenberg from the Office of the Appellate

         16  Defender; and Gibb Surette from Legal Services Staff

         17  Association. That will be the first panel. We're

         18  going to set the timer for two minutes each,

         19  however, since I'm here already anyway and I've been

         20  here all day, what's another two minutes, so if you

         21  need more time, I'll use my discretion.

         22                 Sergeant-At-Arms, are you ready?

         23                 SERGEANT-AT-ARMS COLLAZO: Yes.

         24                 CHAIRPERSON WEPRIN: Okay. Go ahead.

         25  Finance Committee is back in session.
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          2                 MR. BOLES: Good afternoon, Chairman

          3  Weprin. It's been a long day, but I applaud your

          4  stamina.

          5                 My name is Lieutenant Edward Boles,

          6  I'm speaking on behalf of Peter Gorman, President of

          7  Uniformed Fire Officers Association, representing

          8  the Lieutenants, Captains, Battalion Chiefs, Deputy

          9  Chiefs, Medical Officers and Supervisors and Fire

         10  Marshals of the FDNY, and I would like to speak on

         11  behalf of the Executive Budget that was presented by

         12  the Fire Department this morning.

         13                 The UFOA wishes to compliment

         14  Commissioner Scoppetta and his staff, and I wish to

         15  personally congratulate the City Council, especially

         16  Council Member James, Council Member Chairman

         17  Martinez and Speaker Quinn for their tireless

         18  efforts in boosting the ranks of the Fire

         19  Department's Bureau and Fire Investigation by the 32

         20  new Fire Marshals and the reopening of the BFI base

         21  on Fort Totten in the fall of this year.

         22                 Although this is a step in the right

         23  direction of rebuilding the Fire Department's BFI,

         24  which was significantly reduced from 220 Fire

         25  Marshals and four BFI bases five years ago, to 100
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          2  Marshals and one base today, we would like to see

          3  the BFI further strengthen so suspicious fires can

          4  be investigated properly and more efficiently.

          5                 For example, since BFI had been so

          6  drastically cut in 2002, many suspicious structural

          7  fires are not being fully investigated and

          8  suspicious automobile fires are rarely investigated.

          9                 This improvement of BFI will

         10  certainly be helpful in reducing suspicious fires

         11  and aid in arresting those responsible for arson.

         12                 We are also encouraged to see the

         13  expanded training program for probationary

         14  firefighters from 13 weeks to 23 weeks. The UFOA has

         15  been a big proponent of additional training for our

         16  firefighters, and we would hope that the expansion

         17  of the training would be implemented for our fire

         18  officers.

         19                 Unfortunately, in this budget, we do

         20  not see any increased funding for additional

         21  training for our fire officers.

         22                 CHAIRPERSON WEPRIN: Keep going. It's

         23  all right.

         24                 MR. BOYLES: I am still baffled by

         25  this morning's presentation by Commissioner
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          2  Scoppetta on the Fire Department's upcoming Fiscal

          3  2008 budget and I wish to clarify a number of

          4  issues.

          5                 I am still trying to understand how

          6  the FDNY budget was only increased by $300,000 from

          7  the proposed budget when the City has an estimated

          8  surplus, which may surpass 5 billion in the upcoming

          9  year.

         10                 Other than the improvements in BFI

         11  and the increased training of Probationary

         12  firefighters, there is very little or no

         13  enhancements to our fire suppression units.

         14                 As I mentioned earlier, there is no

         15  funding budgeted for additional training for our

         16  members which has always been a positive way to

         17  reduce injuries, save lives, and improve the overall

         18  operation of our units. There was no mention of any

         19  improvements to our equipment, like upgrading the

         20  Fire Department radios, which failed us on 9/11, or

         21  fire protective gear, like the

         22  Smart Coat. No mention of improving the Fire

         23  Department's current apparatus fleet, especially

         24  inadequate spare fleet where there are spares nearly

         25  20 years old. And most importantly, there is no
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          2  mention of increasing fire suppression units to a

          3  city that will grow to nearly 9 million by 2030 and

          4  a housing commercial occupancy boom throughout the

          5  City.

          6                 Currently, our units have responded

          7  to nearly 8,000 more incidents in the first four

          8  months of this year than the same time period in

          9  2005 when the FDNY recorded the busiest year in its

         10  history, which was nearly 486,000 incidents with the

         11  lowest amount of false alarms transmitted which was

         12  about 25,000. In fact, the Fire Department is

         13  operating with six fewer engine companies now than

         14  in 2003. Our members are responding to and operating

         15  at more incidents and they are being consistently

         16  pressured by the Department to reduce their response

         17  time with less resources than they had before the

         18  firehouse closings.

         19                 In a year with abundant surplus,

         20  wouldn't it make sense to address the increasing

         21  workload with additional resources? It seems to make

         22  sense to us.

         23                 The UFOA appreciates the opportunity

         24  afforded to us by the Fire and Criminal Justice

         25  Services and the entire City Council to voice our
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          2  concerns throughout the past year in the many

          3  hearings the Council has held. I believe out goal is

          4  the same as the Department and City government,

          5  which is to provide firefighters with all the

          6  necessary resources to ensure the best possible fire

          7  protection emergency service possible to the

          8  citizens of this great City. Unfortunately, this

          9  budget falls short in that quest.

         10                 CHAIRPERSON WEPRIN: Thank you.

         11                 MR. SCHERER: Good afternoon, Chairman

         12  Weprin. I am Andrew Scherer. I am Executive Director

         13  and President of Legal Services for New York City,

         14  and I'm here today first to thank the Council for

         15  its longstanding and strong support for civil legal

         16  services to low-income people.

         17                 As you know, LSNY provides free civil

         18  legal service assistance throughout the five

         19  boroughs. With your assistance, we are asking for

         20  the restoration of four programs, actually, that

         21  were cut out of the Mayor's budget, the Citywide

         22  Civil Legal Services Program, the Keeping Families

         23  Together Program, the Earned Income Tax Credit Legal

         24  Aid Assistance Project, and the fourth project,

         25  which was SSIUI, we're asking to be expanded into a
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          2  new initiative that we're calling Income Supports

          3  and Economic Stability Initiative for low-income New

          4  Yorkers. It's a bit of a mouthful, but I'll explain

          5  what it's about.

          6                 The Citywide Civil Legal Services

          7  Program is the most flexible of our City funding

          8  sources, it allows us to provide civil legal

          9  services to the most vulnerable New Yorkers,

         10  including senior citizens, domestic violence

         11  victims, disabled persons, people with HIV.

         12                 This program includes community legal

         13  education activities, hot lines, it's also the

         14  funding stream that allows us to respond to the

         15  constituent services staff and your offices and the

         16  offices of the other members of the Council.

         17                 The total that has been cut by the

         18  Mayor is 3.176 million, that's half to Legal Aid

         19  Society and half to LSNY, and we're asking that this

         20  pot be restored and enhanced by an additional

         21  million dollars to bring it back to the funding

         22  level we were at ten years ago.

         23                 The second program is Keeping

         24  Families Together. This program the Council has been

         25  funding for a number of years. It keeps children
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          2  safe at home by representing natural parents in

          3  Family Court, abuse and neglect proceedings. We

          4  assist with permanency planning and cases involving

          5  termination of parental rights.

          6                 I assume I can continue?

          7                 CHAIRPERSON WEPRIN: Yes. I'll extend

          8  you the same benefit.

          9                 MR. SCHERER: Thank you.

         10                 I will try to make it quick. We

         11  shorten the average stay in foster care for the kids

         12  that we represent, and even though the City has

         13  created some measure of institutional provider and

         14  Family Court for parents this year, it's not nearly

         15  enough, and the work that we do in keeping families

         16  together adds to the work that is already going on

         17  or is about to start with those contracts. There is

         18  also no contracts in Queens or Staten Island.

         19                 We provide prelitigation advice and

         20  counsel, we represent relatives who want to get kids

         21  out of foster care. We do community education so the

         22  Keeping Families Together Program is much more

         23  broad.

         24                 Earned Income Tax Credit we've been

         25  doing for the last several years with funding from
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          2  the City Council. We can retrieve for our clients.

          3  We do the legal work, we don't help people prepare

          4  their applications, but when we take a case we can

          5  help clients retrieve up to $5,800 for the household

          6  and it's been an extremely successful project. We'd

          7  like to see that restored.

          8                 The last item is the Income Supports

          9  and Economic Stability Initiative. For several years

         10  the Council has been funding LSNY and the Legal Aid

         11  Society to represent households where there is a

         12  member who is disabled who needs SSI, or people who

         13  need unemployment insurance. What we would like to

         14  do this year is to see the Council broaden that so

         15  we can help people with a whole range of government

         16  benefit programs that help them keep their household

         17  stable. So, we can work with Food Stamps, Health

         18  Insurance Programs, Medicaid, Medicare, Child Health

         19  Plus, Family Health Plus, and all other forms of

         20  public benefits. And we believe that by expanding

         21  this program we can help stabilize and keep families

         22  from really falling through the Safety Net.

         23                 This program, as it stood before was

         24  cut by the Mayor asking the Council to enhance the

         25  program, by adding an additional $3 million with a
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          2  total of 5.5, which again, this is a program that's

          3  half Legal Aid Society and half us.

          4                 We are enormously grateful for all

          5  that the Council has done over the years and we're

          6  looking to you, again, to restore and protect the

          7  programs that you've been funding and in a couple of

          8  instances expand the funding.

          9                 This is Gibb Surette, who is

         10  President of the Legal Services Staff Association,

         11  which is the union that represents all of the

         12  non-managerial staff at LSNY, so I think it's

         13  appropriate for him to follow my presentation.

         14                 MR. SURETTE: Thank you very much. I'm

         15  Gibb Surette, as Andy said. I'm President of the

         16  Legal Services Staff Association, part of the

         17  National Organization of Legal Services Works, UAW

         18  2320. We are the lawyers, paralegals, secretaries,

         19  receptionists, social workers, process servers,

         20  intake officers and other staff employees of legal

         21  services for New York City and of MFY Legal

         22  Services.

         23                 Because of dramatic decreases in

         24  federal and IOLA, or Interest on Lawyer Accounts

         25  funding since the early 1990s. There are about a
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          2  third fewer of us on the job than there were. It

          3  represents a loss of over 100 advocates and workers

          4  for the poorest and most vulnerable New Yorkers.

          5                 Together, those of us who remain,

          6  preserve, reunite and stabilize family. We do it to

          7  see justice and to serve the poor. But we also save

          8  unnecessary foster care expenses in the process. We

          9  keep men, women and children in their homes with

         10  conditions worthy of human beings, and again, we

         11  save the City shelter and other costs in the

         12  process.

         13                 We win State unemployment insurance

         14  and federal disability benefits for those unjustly

         15  denied, and, again, we save money at the local

         16  level.

         17                 Although we fight for the kinds of

         18  salaries to make careers viable for us, with all the

         19  efficiencies that come with experienced advocates,

         20  we frequently work long hours without overtime pay

         21  at salaries a fraction of what is paid to our

         22  counterparts in the private sector, making us an

         23  even greater bargain for the City, at the same time

         24  that we struggle to ensure that Ms. R. receives the

         25  food stamps that she needs to feed her children. And
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          2  on our own time, bringing the very considerable

          3  clout of the UAW to bear, we do what most legal

          4  services programs cannot do for themselves - we

          5  lobby at the State and federal levels for

          6  legislative changes, like a meaningful minimum wage,

          7  easing the burdens of our clients and our

          8  perspective clients, but also easing the financial

          9  burdens of this City.

         10                 I have a little more to add, if I

         11  may?

         12                 CHAIRPERSON WEPRIN: Go ahead.

         13                 MR. SURETTE: Like our sisters and

         14  brothers in UAW 2325, and 1199 SEIU, to whom Steve

         15  Banks of the Legal Aid Society referred earlier

         16  today, we care passionately about helping more of

         17  the New Yorkers who will not get justice without us,

         18  and by doing so we can save the City even more

         19  money.

         20                 The City Council has, of course,

         21  concerned itself with the money the City saves in

         22  the short term, to say nothing of the long term,

         23  because of the dedicated work of our members, and

         24  you have shared our primary concern simply with the

         25  well-being of the neediest New Yorkers.
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          2                 Accordingly, you've stood up to the

          3  Mayor to restore funding for legal services

          4  year-after-year, even enhancing and expanding it.

          5  And for that, our sincerest thanks, on behalf of all

          6  my brothers and sisters in the front lines. Please

          7  keep up the good work, because as you know, those

          8  who depend on us, depend on you.

          9                 CHAIRPERSON WEPRIN: Thank you.

         10                 Mr. Greenberg.

         11                 MR. GREENBERG: Good afternoon, Mr.

         12  Chairman, and members of your staff and Committee.

         13  My name is Rick Greenberg. I'm with the Office of

         14  the Appellate Defender. I want to begin also by

         15  thanking you, Chairman Weprin, for your support and

         16  for that of your colleagues in the Council. You've

         17  been enormously supportive of our organization and

         18  we appreciate it very, very much.

         19                 I'm going to be very brief. I've

         20  handed up materials that explain some of our more

         21  recent accomplishments. It also has our most recent

         22  hot-off-the-press newsletter. I urge you to take a

         23  look at that.

         24                 I'm just going to remind the Council

         25  that OAD is the oldest indigent defense organization
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          2  in New York City other than Legal Aid Society. We

          3  provide very high quality appellate and post

          4  conviction client-centered representation. I think

          5  the importance of post-conviction representation was

          6  once again exemplified in today's New York Times on

          7  the story about an individual named Byron Halsey,

          8  who was exonerated in New Jersey after serving 19

          9  years for a murder that he did not commit. The

         10  Innocence Project was able to exonerate through new

         11  DNA tests that were conducted.

         12                 What's notable, though, is that why

         13  was Mr. Halsey convicted and why did he serve 19

         14  years? It's because he confessed. He confessed to a

         15  crime that he did not commit, and we see this all

         16  the time, false confessions, misidentifications,

         17  prosecutorial misconduct and the vast, vast majority

         18  of cases there is no DNA evidence to exonerate

         19  somebody like Mr. Halsey.

         20                 Our office provides the kind of post

         21  conviction appellate services where we can go in and

         22  reinvestigate cases and we are doing that all the

         23  time and we have had some tremendous successes also,

         24  outlined in the materials I have handed up to you.

         25                 We also are the only organization
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          2  that provides training services for new attorneys.

          3  We have a nationally acclaimed training program. We

          4  get hundreds of applicants from all over the country

          5  each year for the three or four positions that we

          6  have.

          7                 We also have the first of its kind

          8  social work and reentry program in an appellate

          9  office, and we work very closely with our clients in

         10  their reentry to the communities. We conduct

         11  workshops throughout the State prison system for

         12  individuals who were incarcerated who are coming

         13  back to the community as well.

         14                 I'm just going to highlight our

         15  budget request. As you know, last year, this year,

         16  Fiscal Year '07, we are getting 2.25 million from

         17  the Council. That was the same amount that we had

         18  gotten for '06. For '08 we are requesting a very

         19  modest enhancement of $150,000 for a total of 2.4

         20  million. We're asking for the restoration of two and

         21  a quarter and an enhancement to 2.4 for Cost of

         22  Living, and we would appreciate anything that you

         23  can do and the Committee on Fire and Criminal

         24  Justice Services. And, again, once again thank you

         25  for your support.
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          2                 CHAIRPERSON WEPRIN: Thank you,

          3  gentlemen. And as I have often said to you, don't go

          4  on vacation until we adopt the budget.

          5                 MR. SCHERER: You'll be seeing plenty

          6  of us. Don't worry. Thank you.

          7                 CHAIRPERSON WEPRIN: Okay, the next

          8  panel will consist of Joseph Garber, Leonard

          9  Noisette, Josefina Sanfeliu and Holly Ferguson.

         10                 Is there anybody else that didn't

         11  sign up that would like to testify?

         12                 MR. GARBER: Good afternoon, Chair

         13  Weprin, Members of the Committee, members of the

         14  public. My name is Joseph Garber, I'm Corresponding

         15  Secretary of the Civil Service Merit Council. I will

         16  briefly discuss the Fire Department and the New York

         17  City Department of Correction.

         18                 Both of these agencies, the

         19  strongest, rather the bravest and the boldest are

         20  very important to the safety, security of New York

         21  City.

         22                 I am quite concerned that there has

         23  to be an audit conducted of these two agencies to

         24  see if all the staff functions they are performing

         25  with full-duty personnel of both the Fire Department
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          2  and the Department are needed. I'd like to remind

          3  you of the famous memo back in 1975 by the late

          4  First Deputy Mayor James Kavanagh, who at that time

          5  at the height of the fiscal crises directed every

          6  agency commissioner to evaluate their organizational

          7  structure. Is every function needed? Is it mandated?

          8  Can there be a reduced level effort? Can it be

          9  combined or eliminated? Civilianized? On page three

         10  of the Fire Department testimony this morning, I'm

         11  very glad that Commissioner Scoppetta has decided to

         12  see how to deal with the light duty firefighters who

         13  unfortunately, due to fiscal injury, cannot longer

         14  serve in a full-capacity position.

         15                 I'd like to remind everybody that in

         16  the Administrative Code there is a provision that

         17  after a year of being on the limited capacity or

         18  restricted duty, et cetera, there has to be

         19  provisions made to try to have this uniformed member

         20  to be retired. I want to make sure that the City

         21  Council, especially the Finance Committee is

         22  monitoring this.

         23                 I agree with Lieutenant Boles of the

         24  UFOA that training is sorely needed for fire

         25  officers. I agree also, and I'm very happy that the
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          2  Fire Department asked for 19 positions for the

          3  Facilities Management Unit, because there is a

          4  varied concept (sic) in civil service morale, if the

          5  facility you're working in, where you come every

          6  morning to work, is not acceptable aesthetically or

          7  just pure bare necessities. So, I feel this is

          8  excellent that we're going in this direction.

          9                 That's it for my testimony today.

         10  Thank you for listening.

         11                 CHAIRPERSON WEPRIN: Thank you, Mr.

         12  Garber.

         13                 MR. GARBER: Okay.

         14                 CHAIRPERSON WEPRIN: And the light has

         15  to be off to be on. It's a City Council thing.

         16                 MR. NOISETTE: I should know that by

         17  now. Good afternoon. My name is Leonard Noisette.

         18  I'm the Executive Director of the Neighborhood

         19  Defender Service of Harlem. I, like my colleagues

         20  before me, thank the Council for its steadfast

         21  support of Neighborhood Defender Service over the

         22  last 11 years. We're very pleased to say that we

         23  just recently celebrated our 15th anniversary, but

         24  that's a celebration that we would not have had had

         25  it not been for the Council's support.
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          2                 As you know, and I've laid out in my

          3  testimony, Neighborhood Defender Service was created

          4  as an alternative model to provide criminal defense

          5  services. We're based in the community. We provide

          6  what we believe a more comprehensive broader range

          7  of services to clients and their families, both to

          8  address their problems in the criminal justice

          9  system, and more importantly, to stabilize their

         10  families so they do not return to the criminal

         11  justice system.

         12                 We offer our services upon request.

         13  We intervene at the precinct level. We have a

         14  comprehensive intake unit that serves 1,000 clients

         15  for whom we never even undertake full

         16  representation. We represent 3,500 clients a year,

         17  but another 1,000 people who we provide limited

         18  representation and referrals to.

         19                 We have a civil unit that represents

         20  people in civil legal matters that are associated

         21  with their criminal charges. We have a youth

         22  program. We really are trying to look at the

         23  community's criminal justice problems more broadly

         24  and address them more broadly.

         25                 I was not present for Mr. Feinblatt's
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          2  testimony this morning, but I understand from

          3  questions that I saw from the Committee when Legal

          4  Aid was testifying, the question of whether or not

          5  all of the agencies in the City are the same and

          6  should be compared in terms of their cost. And I

          7  don't think that is the case. I think that

          8  Neighborhood Defender Service does many things that

          9  other providers do not do. We do it for a community

         10  that is significantly impacted by the criminal

         11  justice system, and to the extent that we are more

         12  expensive, as Mr. Feinblatt says, I think is a

         13  product of providing a broader range of services.

         14  It's also that we're a smaller office and we don't

         15  benefit from some of the economy of scale that some

         16  of these other offices do.

         17                 But I think it's an office worth

         18  supporting. I've provided a copy of our most recent

         19  newsletter for the Committee to see some of the work

         20  that we've done most recently.

         21                 Our request is $3.5 million. That

         22  consists of a restoration of $3 million that was

         23  allocated last year, plus $500,000. That $500,000

         24  dollar enhancement will allow us to do three things:

         25  One would be meet increased operational cost; the

                                                            146

          1  FINANCE AND ENVIRONMENTAL PROTECTION

          2  second would be to try to achieve salary parity for

          3  our staff. Our staff salaries lag behind those of

          4  most of the other defender offices in the City, and

          5  behind the District Attorneys' office. The last of

          6  the enhancement would allow us to reinvigorate our

          7  practice of representing the youngest people in our

          8  community, juveniles. We currently don't have much

          9  of a practice in Family Court. We do represent

         10  juveniles who are charged as adults in Supreme

         11  Court, but we can do more, and with your help we

         12  will do more. So, again, thank you for your support

         13  and I look forward to it again this year.

         14                 CHAIRPERSON WEPRIN: Thank you.

         15                 MS. SANFELIU: Thank you for this

         16  opportunity to have taxation with representation,

         17  noting New York City has a huge budget surplus.

         18                 My condolences to the Migasa and

         19  Sumari families from the Bronx fire and their Bronx

         20  neighbors. My gratitude to the bravest who work so

         21  hard for our lives and well-being. Our bravest are

         22  suffering 9/11 health effects and should get proper

         23  care in health and emotional areas.

         24                 Fire Department should assign five

         25  firefighters to 25 Hazmat engines and engines near
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          2  closed company areas, both of those sectors have

          3  increased functions and risks. New York City needs

          4  additional Fire Marshals for a City of 8 million,

          5  expecting another million soon, and which has

          6  extremely valuable real estate. There have been

          7  reported backlogs, loss of evidence from delays in

          8  investigation, perhaps leading to a sense that arson

          9  is tolerated or cannot be attended to. And the Fire

         10  Department should restore the closed engine

         11  companies, and also Engine 15 in the Lower East

         12  Side.

         13                 The fire houses, there seems to be

         14  some resolution on this issue as to disposition, but

         15  they're in areas of high development and recent

         16  large fires, including subway and other incidents

         17  have increased. Fire Department should also possibly

         18  respond to area disasters like the Fire this week in

         19  Belmar, New Jersey, that destroyed 12,000 acres.

         20  There was comment about fire boats, indicating that

         21  we may possibly respond outside our boundaries.

         22                 The City or State should restore the

         23  Fire Patrol to effecting insurance rates and

         24  possible patrol duties.

         25                 The Fire Department is focusing on
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          2  nickname sanitizing, and I'm going to point out that

          3  one company, Happy Hookers, had five deaths on 9/11,

          4  and two firefighters from that area went to serve

          5  and returned from Iraq, and the website of the Fire

          6  Department is not user-friendly. You cannot pull an

          7  incident report. If you go to MetroTech, they might

          8  or might not have a report, and they don't take

          9  credit card on line or at MetroTech.

         10                 Fire Department should participate at

         11  all community boards and provide statistics on

         12  various topics. DEP, Buildings and Con Ed problems

         13  should not be ignored or overlooked because they

         14  contribute to lack of water for fires, building

         15  collapses and electrical dangers. And when will

         16  Brooklyn get a Burn Unit, and who is tracking the

         17  costs of fire burn and trauma treatment health

         18  affects, toxins, health and property insurance

         19  rates.

         20                 And you may -- personally, my

         21  daughter in Florida became a fire fighter, and our

         22  annual Walk Against Fire was that Saturday, May 5th.

         23  Thank you.

         24                 CHAIRPERSON WEPRIN: Thank you.

         25                 MS. FUCHS FERGUSON: Thank you very
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          2  much. My name is Holly Fuchs Ferguson, Chair of

          3  Community Board 8 Fire Committee, and greetings from

          4  Community Board 8. I co-chair with Bill Batson. I've

          5  submitted our fourth testimony speaking to the fire

          6  issues that we believe are needed to support the --

          7  for the protection of all of New York City, namely,

          8  as you know, these are more Fire Marshals, more fire

          9  fighters, keeping five on the engines in communities

         10  of houses five stories or more, reopening the fire

         11  houses, of course more thermal imaging equipment,

         12  and actually, the requirement that all schools need

         13  to hold two fire safety events a year.

         14                 I'm so happy that the Mayor's budget

         15  includes 27 or 32 more Fire Marshals. I suppose the

         16  difference is supervision. However, please don't

         17  forget that on 9/11 we have 400 fire marshals for a

         18  lower population.

         19                 So, our recommendation was to go for

         20  200, which was half of that, and I hope that the

         21  City Council will be diligent about that.

         22                 We're happy that more firefighters

         23  are being hired. My concern is that they're being

         24  worked every day, 24/7 almost. In Central Brooklyn

         25  the trucks were always out. This is not good for men
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          2  or materials. We, of course, need the fire houses

          3  reopened.

          4                 Lastly, I hope that the entire Fire

          5  Committee here takes serious exception to the

          6  Commissioner's casual embrace of a new six-minute

          7  fire response time standard. We all know that after

          8  three minutes the building is lost, the inhabitants

          9  homeless and injuries often occur.

         10                 Three minutes was the City standard

         11  up until Commissioner Scoppetta and the Mayor

         12  Bloomberg closed the six fire houses, four in

         13  Brooklyn. Now fire response time is nicely blended

         14  with EMS response times so a five-minute average can

         15  be reported. If we want to save the houses people

         16  live in, the Council needs to keep FDNY

         17  administration on point as to the traditional

         18  three-minute standard New York City fire response

         19  time, the Council and the City should certainly

         20  expect. Thank you very much.

         21                 CHAIRPERSON WEPRIN: Thank you, Ms.

         22  Fuchs Ferguson.

         23                 I want to thank Council Member Robert

         24  Jackson for coming back, and he has a tradition of

         25  ending these budget hearings with me each and every
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          2  year when we go late, so I do appreciate the

          3  company. And if I seem to be dozing off, it's not

          4  personal but I've been here since 9:30 this morning.

          5                 MS. FUCHS FERGUSON: So have we.

          6                 CHAIRPERSON WEPRIN: I appreciate it.

          7  Then you know I'm telling the truth.

          8                 MS. FUCHS FERGUSON: For the third

          9  year I know that you are. You're young, you can

         10  handle it.

         11                 CHAIRPERSON WEPRIN: I'm sorry, what?

         12                 MS. FUCHS FERGUSON: You're young, you

         13  can handle it.

         14                 CHAIRPERSON WEPRIN: I don't know, I'm

         15  51. That's not so young anymore.

         16                 MS. FUCHS FERGUSON: It's young.

         17                 MS. SANFELIU: You'd be surprised.

         18                 MS. FUCHS FERGUSON: A babe.

         19                 CHAIRPERSON WEPRIN: Okay, thank you

         20  for coming. And we looking forward to seeing you at

         21  future budget hearings.

         22                 MS. SANFELIU: To be sure. If I may

         23  add, there was a question when the Fire

         24  Administration spoke on response time. The question

         25  posed was the effect on response time in the areas
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          2  with closed engine companies. The Commissioner,

          3  that's not what he responded to. He responded to the

          4  Citywide a third of a second. I asked Councilman

          5  DeBlasio, who was my representative, to follow up

          6  the question, the Administration responded to Mr.

          7  DeBlasio that the closed areas had an increase of 45

          8  seconds, 45 seconds. I live in an old wooden house

          9  near two closed engine companies. Thank you so much.

         10                 CHAIRPERSON WEPRIN: Thank you.

         11                 MS. FUCHS FERGUSON: Excuse me, I have

         12  something that has nothing to do with fire --

         13                 CHAIRPERSON WEPRIN: Sure.

         14                 MS. FUCHS FERGUSON: -- It has a lot

         15  to do with safety.

         16                 CHAIRPERSON WEPRIN: Sure.

         17                 MS. FUCHS FERGUSON: And that is that

         18  while I'm sitting outside looking at you gentlemen,

         19  I'm also looking at the chairs in front of you which

         20  are in terrible condition underneath. Now, they do

         21  not have to be replaced, but what is necessary is

         22  some new netting, and somebody handy with a stapler

         23  gun, please take a look at those things, because

         24  somebody is going to wind up on the floor and you're

         25  going to have real trouble.
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          2                 Thank you.

          3                 CHAIRPERSON WEPRIN: Thank you.

          4                 Anyone else like to testify? Sir, did

          5  you want to testify? Welcome.

          6                 Okay, this hearing of the Finance

          7  Committee is now adjourned, and we will reconvene

          8  tomorrow morning at 9:30 with the Commissioner

          9  Adrian Benepe of the Department of Parks and

         10  Recreation. The Finance Committee is adjourned.

         11                 (Hearing concluded at 5:28 p.m.)
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