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          1  SCHOOL CONSTRUCTION AUTHORITY

          2                 CHAIRPERSON BERMAN: Good morning,

          3  ladies and gentlemen. My name is Herbert Berman, I

          4  chair the Finance Committee of the City Council.

          5  This budget hearing is jointly held together with

          6  the Education Committee, chaired by my good friend

          7  and colleague Priscilla Wooten on my right. We are

          8  joined by Council Members Linares and Nelson, and

          9  others will I am sure find their way up here.

         10                 The first session this morning is

         11  with the School Construction Authority.

         12                 Good morning, Mr. President, would

         13  you identify yourself, please?

         14                 MR. RIVERSO: My name is Milo Riverso,

         15  I am the President and CEO of the New York City

         16  School Construction Authority.

         17                 CHAIRPERSON BERMAN: Do you have a

         18  statement, sir?

         19                 MR. RIVERSO: Yes, I do.

         20                 CHAIRPERSON BERMAN: Please go ahead.

         21                 MR. RIVERSO: Good morning,

         22  Chairpersons Wooten and Berman and Committee

         23  members. I am pleased to be here this morning to

         24  discuss the accomplishments of the Authority and to

         25  discuss the impact of the Executive Capital Budget
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          2  for Fiscal Year 2000.

          3                 This September the SCA will provide

          4  the children of the City of New York with an

          5  additional 16,000 new seats and as we have done for

          6  the past two years, we will deliver these seats on

          7  time and within budget.

          8                 In addition, there are currently

          9  7,000 seats in the pipeline for September 2000. With

         10  the introduction of modular construction and the

         11  Design/Build Method, the SCA will continue to

         12  produce a quality product in record time.

         13                 The SCA continues to improve its

         14  performance for capital improvement projects. In

         15  1995, only five percent of these projects were

         16  completed on time or early. In Fiscal Year '97 the

         17  percentage grew to 58 percent.

         18                 We have now exceeded 70 percent and

         19  we will meet our goal for this year of 75 percent of

         20  the projects on time or early. Next year we will

         21  raise the goal even higher.

         22                 This year alone the SCA has completed

         23  over 242 capital improvement projects, and we

         24  anticipate completing another 61 by June 30th. In

         25  1998 the SCA met its capital commitment target of
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          2  1.183 billion. This year we are on our way to

          3  meeting the Fiscal Year '99 commitment target of

          4  $1.4 billion. However, there have been numerous

          5  delays in identifying specific projects and their

          6  funding which has resulted in only 625 million being

          7  obligated to date. We are currently working

          8  tirelessly with the Board of Ed and OMB to meet the

          9  challenge to obligate the remaining contract

         10  necessary to achieve the commitment targets.

         11                 Another measure of the SCA's success

         12  is in the area of construction placement. That is

         13  the actual construction materials, the bricks and

         14  the mortar that has been purchased and delivered to

         15  the job site and paid for.

         16                 The SCA has doubled our average

         17  construction placement rate from an average of $400

         18  million per year, over the first eight years of the

         19  Authority, to our ninth year where we did $750

         20  million, and we expect to exceed $1 billion in our

         21  tenth year, more than doubling what the first eight

         22  years was producing as an average.

         23                 As part of Project Smart Schools in

         24  Fiscal Year '99, the SCA completed the

         25  electrification of over 5,000 classrooms in 173
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          2  intermediate and junior high schools, and at the

          3  request of the Board of Ed beginning this month and

          4  through this summer, the SCA will complete the

          5  electrification of data closets in 80 schools in

          6  support of the Project Connect initiative.

          7                 During Fiscal Year 1999, the SCA has

          8  made a concerted effort to improve its performance,

          9  executing City Council Resolution A funded projects.

         10  We have hired a full-time Reso A coordinator, who is

         11  responsible for monitoring the progress of these

         12  projects and meeting monthly with the City Council

         13  Finance Committee staff to resolve any outstanding

         14  issues or concerns.

         15                 The effort has proven to be very

         16  successful, and as a result this fiscal year the SCA

         17  has completed 101 City Council Resolution A

         18  projects, and 56 scheduled to be completed by the

         19  end of the Fiscal Year.

         20                 There are 70 City Council Resolution

         21  A projects currently in the bidding award phase and

         22  an additional 59 moving through the design phase.

         23                 So far in Fiscal Year '99, the SCA

         24  completed construction of 162 Mayor/Council-funded

         25  projects, with an additional 56 to be scheduled to
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          2  be complete by the end of this fiscal year, and 12

          3  projects in the scope and the design phase, an

          4  additional 51 moving through the bid and awards

          5  phase.

          6                 We continue to make significant

          7  progress in replacing coal-fired boilers in our

          8  schools.

          9                 As you are aware, when the SCA was

         10  created in 1989, 353 schools were heated by

         11  coal-fire boilers. The SCA has successfully

         12  completed the conversion of coal-fired boilers in

         13  the 123 schools. The SCA currently has active boiler

         14  conversion projects at 24 schools, of which 15 are

         15  in the final stages of construction, and will be

         16  completed and turned over to the Board of Ed by June

         17  1999. Nine more are scheduled for completion by

         18  December 1999.

         19                 The SCA has an additional 18 boiler

         20  conversions in the bid and award phase with an

         21  anticipated construction start date of June 1999.

         22                 The New York Power Authority has

         23  completed the conversion of 12 schools under the

         24  Bond Act Program, NYPA has projects at an additional

         25  51 schools. Of these 51 schools, 16 have been
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          2  completed and two are in the final stages of

          3  construction. Fifteen projects have been awarded and

          4  are in construction and the remaining 18 are

          5  currently in the design phase and are scheduled for

          6  a construction start date of October 1999.

          7                 The SCA can now stand proudly on a

          8  proven record of success with the completion of

          9  16,000 seats for this September bringing our total

         10  over the past three years to 46,000 new seats on

         11  time and within budget. That is 46,000 of the 96,000

         12  seats that the SCA created in the ten-year history

         13  were completed in the last three years. We have

         14  reorganized and revitalized a troubled agency,

         15  improving safety, enhancing quality and demanding

         16  strict accountability.

         17                 As you know, yesterday the Board of

         18  Ed passed an Alternative five-year capital plan. At

         19  this time I have not been given an opportunity to

         20  review and evaluate this plan thoroughly. However,

         21  with our record, I assure you that the SCA is poised

         22  and ready to proceed with this new plan with our new

         23  vision and our commitment to even greater success.

         24                 Thank you.

         25                 At this time I would be happy to
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          2  answer any questions or comments.

          3                 CHAIRPERSON BERMAN: Thank you very

          4  much, Mr. President.

          5                 The last five-year plan ended up

          6  being close to $5 billion, a tad under $5 billion;

          7  is that correct?

          8                 MR. RIVERSO: I believe so.

          9                 CHAIRPERSON BERMAN: Okay. Now, are

         10  there any jobs originally or subsequently put into

         11  the five-year plan that have not yet been completed

         12  by the SCA?

         13                 MR. RIVERSO: Yes. You have to

         14  understand the five-year plan. The five-year plan

         15  does not state that the construction of those

         16  projects were to be completed in those five years.

         17                 What the five-year plan does is it

         18  funds the projects that are to start within that

         19  five-year plan. In other words, the last year of

         20  planned projects you start the funding of the scope

         21  and the design phase, and you bid and award it

         22  during the five years, but the construction of the

         23  last year stretches out the sixth and seventh year.

         24                 What I can tell you is, I checked the

         25  computers this morning, the SCA has a remaining $500
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          2  million, approximately, in construction right now.

          3  We are in bidding award with about $400 million,

          4  which will be committed prior to June 30th. That

          5  means, as of June, July 1st, the SCA will have a

          6  billion dollars in construction. So, out of the $5

          7  billion, or if you consider from the beginning of

          8  the Authority, out of the $7 billion, only a billion

          9  dollars remains in construction and that is what our

         10  annual placement rate is up to, it is about a

         11  billion dollars.

         12                 CHAIRPERSON BERMAN: Of that billion

         13  dollars, are any of those projects included therein

         14  a part of the original proposal in the original

         15  five-year plan?

         16                 MR. RIVERSO: Yes.

         17                 CHAIRPERSON BERMAN: All right, why

         18  would those projects still not be completed or

         19  underway?

         20                 MR. RIVERSO: Because, again, that is

         21  why I started out with the description of the

         22  five-year plan.

         23                 CHAIRPERSON BERMAN: I understand. I

         24  am just trying to understand the process.

         25                 MR. RIVERSO: The process built into
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          2  the five-year plan is that on the final year, which

          3  started July 1st of last year, we were given a list

          4  of projects. The list came over a little bit later.

          5  It came over during the year out to January. But we

          6  designed during the plan and we bid and award them,

          7  but the construction does not start until this July.

          8                 CHAIRPERSON BERMAN: Then it would be

          9  your testimony that you are consistent and you are

         10  on time as they arrive from the board with the

         11  direction to proceed?

         12                 MR. RIVERSO: Absolutely.

         13                 CHAIRPERSON BERMAN: All right.

         14                 Is it your testimony -- what is your

         15  opinion, the Board yesterday passed a new five-year

         16  plan that significantly increased the cost or the

         17  estimate to about 7 billion; is that correct?

         18                 MR. RIVERSO: Yes.

         19                 CHAIRPERSON BERMAN: What is your

         20  opinion as to the SCA's ability to be able to

         21  thoroughly meet the commitment proposed by that new

         22  plan?

         23                 MR. RIVERSO: The $7 billion, if you

         24  divide it over five years, is approximately $1.4

         25  billion a year, which is a duplicate, identical
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          2  duplicate to what we are handling this year.

          3                 CHAIRPERSON BERMAN: Well, this year

          4  you are doing I thought $1.1 billion?

          5                 MR. RIVERSO: No, that was Fiscal Year

          6  '98. Fiscal Year '99 is $1.4 billion. So, we are

          7  staffed, we are ready, we are poised, I think we are

          8  more efficient than any other agency or Authority in

          9  the tri-state area to handle this five-year plan.

         10                 CHAIRPERSON BERMAN: Now, is it

         11  possible that $2 billion might come to you in one

         12  year as opposed to $1.4 billion?

         13                 MR. RIVERSO: It is possible to happen

         14  that way, yes.

         15                 CHAIRPERSON BERMAN: Now, in the event

         16  that happens, do you have the capacity to be able to

         17  accelerate the process in order to absorb the

         18  additional work?

         19                 MR. RIVERSO: Yes.

         20                 CHAIRPERSON BERMAN: Do you have the

         21  capacity to do that? Would you have to do new

         22  for-hires or what? What is the process that you

         23  would have to create in order to accomplish that?

         24                 MR. RIVERSO: The system is there, the

         25  management is there, in design outside consultants
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          2  are there. In the construction process, yes, we

          3  would seek to hire additional project officers, or

          4  we would supplement them with construction

          5  management service.

          6                 CHAIRPERSON BERMAN: By the way, you

          7  indicated that you feel that the SCA is the most

          8  competent agency to accomplish that mission. Have

          9  you ever done a comparison of cost and time between

         10  the SCA and the Department of Design and

         11  Construction?

         12                 As you know, fulfilling the Council

         13  mandate, the Mayoral mandate last year was the $1.4

         14  billion program, they were involved in a certain

         15  amount of construction and alteration.

         16                 MR. RIVERSO: The Department of Design

         17  and Construction in '97 did 50 million, in '98 did

         18  50 million over the billion dollars, and this year I

         19  think they are up to 180 million out of the 1.4

         20  billion.

         21                 No, we have not done a comparison. I

         22  don't believe it is comparable. We give them the

         23  different types of projects than what we do at the

         24  SCA. The projects we give them are limited in scope

         25  and in nature. They are handled differently, and we
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          2  retain the more complicated, the more in-depth

          3  projects at the SCA.

          4                 CHAIRPERSON BERMAN:  I understand

          5  that, but you mean to say that they are attempting

          6  to try and find the best of all worlds should be

          7  everybody's goal?

          8                 MR. RIVERSO: Absolutely.

          9                 CHAIRPERSON BERMAN: All right.

         10                 So, now is there any way -- you mean

         11  to say that there are no jobs that the Department of

         12  Design and Construction has undertaken that are

         13  comparable to work that you have done inside the

         14  SCA?

         15                 MR. RIVERSO: I am sure we could find

         16  some of them comparable.

         17                 CHAIRPERSON BERMAN: Would you do me a

         18  favor, just do a comparison and if there is a

         19  significant difference, perhaps it is a process that

         20  might be considered by the SCA.

         21                 MR. RIVERSO: I will make note that I

         22  talk constantly with the Commissioner of DDC. We

         23  exchange ideas. They borrowed a lot of my ideas from

         24  the SCA, we have learned from some of their

         25  experiments at DDC, and we are in exchange with the
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          2  process and procedure that we each are doing.

          3                 And I will go ahead and do some

          4  comparison for you.

          5                 CHAIRPERSON BERMAN: Thank you.

          6  Hopefully that will be of some benefit.

          7                 Now, as we understand, the entire

          8  budget of the School Construction Authority is paid

          9  from the capital dollars.

         10                 MR. RIVERSO: Yes.

         11                 CHAIRPERSON BERMAN: Can you tell me

         12  what percentage of the agency's budget is for

         13  operating expenses, which would obviously include

         14  salaries, administrative costs, et cetera?

         15                 MR. RIVERSO: If you want to look at

         16  the operating budget of the SCA, there is 12

         17  million, or I think in this plan it is being raised

         18  to $13 million per year of strict operating

         19  budget-type items.

         20                 Above that there is a funding formula

         21  for things like the outside design consultants,

         22  construction management, scoping and other items. If

         23  you take in all of that process, the SCA spends

         24  approximately, this year will spend about $85

         25  million out of the $1.4 billion for the design, the
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          2  construction administration, the finance and the

          3  legal matters, including the $13 million that is set

          4  aside in the five-year plan per year.

          5                 CHAIRPERSON BERMAN: Have you a

          6  percent --

          7                 MR. RIVERSO: Eighty-five million

          8  divided by 1.4 is probably a little bit over five

          9  percent, six percent.

         10                 CHAIRPERSON BERMAN: I am impressed

         11  with the speed with which you did that. Of course it

         12  embarrassed the Chair of the Finance Committee, but

         13  I don't think you should let that burden you.

         14                 Now, we are advised that

         15  approximately 32 percent is taken from the top of

         16  all SCA projects, with the exception of the Reso A

         17  projects, what does this 32 percent include? What is

         18  it used for?

         19                 MR. RIVERSO: The 32 percent covers

         20  ten percent -- 32 percent is the wrong number.

         21                 Twenty-two percent is the right

         22  number. The difference between the 32 and 22 is

         23  there is a set-aside mandated by legislation of ten

         24  percent for contingency during the construction of

         25  the project.
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          2                 So right off the bat, the 32 percent,

          3  although it is set aside, ten percent ends up coming

          4  back into the construction process through change

          5  orders and things that happen during the nature of

          6  the project.

          7                 CHAIRPERSON BERMAN: What does the 22

          8  percent encompass?

          9                 MR. RIVERSO: The 22 percent

         10  encompasses the scope, design and construction

         11  administration cost.

         12                 On a per project basis, when the

         13  project comes in the door, let's say we are looking

         14  at a school, PS 7, Brooklyn, PS 7 Brooklyn comes in

         15  the door, let's say a $27 million job, or a $25

         16  million job, we take 22 percent of that and we break

         17  it up into portions, allowing a certain portion for

         18  the scope, a certain portion for the design, the SCA

         19  design supervision, the construction management, the

         20  SCA construction management supervision, and those

         21  costs.

         22                 CHAIRPERSON BERMAN: Thank you, Mr.

         23  President. I probably will come back, but Ms.

         24  Wooten, you have questions?

         25                 CHAIRPERSON WOOTEN: Thank you, Mr.
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          2  Chair.

          3                 I am going to go back a little bit.

          4  In the current '95-'99 capital plan, how much has

          5  been committed for project completion of 1990 to '94

          6  projects? And how many projects were in that

          7  category? I believe approximately $325 million was

          8  set aside in the '95 to '99 capital plan for

          9  completion of '90 to '94 projects. We have exceeded

         10  that amount, and I would venture to say we are

         11  probably somewhere around 425 or 450 million dollars

         12  has been obligated to complete first plan projects.

         13                 Don't confuse that with projects that

         14  were over budget.

         15                 For instance, Telecommunications in

         16  Brooklyn, a high school in Brooklyn, has just gone

         17  out to bid today, the bids will be due on Monday,

         18  for a construction at that school, a renovation at

         19  that school, large interior renovation. So that

         20  project is considered, the entire cost of that

         21  project is considered a completion cost of a '90 to

         22  '94 project. It is considered a completion cost

         23  because the high school telecommunications interior

         24  renovation was slated in the original five-year

         25  plan, the very first one. But because of the funding
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          2  and because of other projects that were put into

          3  that plan, it never happened in the first five-year

          4  plan.

          5                 It is developed, it is finally

          6  happening, people have put the money into it and we

          7  went out to bid about three weeks ago with it and we

          8  will enter construction in about a month on it.

          9                 That is considered a first plan

         10  completion cost. So, you cannot consider a

         11  completion cost a budget overrun. The whole project

         12  is a budget overrun.

         13                 CHAIRPERSON WOOTEN: I have learned in

         14  this business never to underestimate anything that

         15  happens, I just move along with the process.

         16                 MR. RIVERSO: I understand.

         17                 CHAIRPERSON WOOTEN: Inasmuch as, you

         18  talked in terms of the amount that was beyond the

         19  actual cost, of the amounts in the current year of

         20  '99 for projects, can you break down what the

         21  project completion funds were needed for and why

         22  were they needed? Why were they needed, when you

         23  have already allocated a certain amount of money and

         24  through the years, and if I went back to look at my

         25  records, it tells me we are okay, you tell me, why
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          2  were completion funds needed in the first place?

          3                 MR. RIVERSO: The completion fund is

          4  needed because when you come up with a five-year

          5  plan, you have a slated list of projects in that

          6  plan. The projects don't always move forward in that

          7  plan.

          8                 For instance, if you look at a

          9  five-year plan, you are proposing new high schools

         10  and new elementary schools in all sorts of districts

         11  in New York City. There is a long process of site

         12  acquisition in gaining consensus on where you are

         13  going to build those schools.

         14                 If the sites do not materialize, the

         15  school does not happen. It pushes it out of the

         16  present five-year plan into -- it is going to have

         17  to be built when the site is located and that

         18  becomes a completion cost. The whole school itself

         19  becomes the completion cost, a rollover project,

         20  because it wasn't built during that five-year plan.

         21                 Another reason why you have

         22  completion costs and rollover projects: During the

         23  first five-year plan you went to build projects,

         24  maybe some of those projects came in over budget, or

         25  maybe other projects were substituted, maybe sites

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            21

          1  SCHOOL CONSTRUCTION AUTHORITY

          2  became available in districts that weren't promised

          3  the schools and they moved ahead with the school

          4  where the sites became available, so that specific

          5  school was not built but another school was built,

          6  so it pushed that school out of that five-year plan.

          7  But because it was identified in the five-year plan,

          8  it is considered a rollover project in the next

          9  plan.

         10                 CHAIRPERSON WOOTEN: Those are the

         11  kinds of misunderstandings that we have when you

         12  allocate a certain amount of money in a budget to

         13  cover X number of schools and then you find that

         14  there is not a completion and it rolls over into

         15  another five or ten-year plan.

         16                 And I think the Council has really

         17  analyzed and discussed having some kind of

         18  understanding yearly on what you are doing, how much

         19  it costs, so it is a little easier to keep track of

         20  what is being spent and what projects are up front

         21  and what projects are being moved back because of

         22  one reason or another. And I know that proposal is

         23  floating around I think on both sides of the hall,

         24  that both the Mayor and the Council feel very

         25  strongly about having that kind of system set up so
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          2  that the reporting concept is a little easier for

          3  those of us who have over the years questioned why

          4  five and ten-year plans move along and each time

          5  that there is accountability for those funds, it is

          6  because something has happened, and no reflection on

          7  you, you might be the last guy that got on the

          8  block, but most certainly I hope that you will

          9  address that issue and let us know that there are

         10  projects that fall through the cracks for one reason

         11  or another and we have to know what it is so that we

         12  are in a position to be defensive of what we are

         13  spending as far as new schools in construction as it

         14  impacts on the skills of this City.

         15                 One of the other things I would like

         16  to know is, because there was supposed to have been

         17  a working relationship between the Port Authority

         18  and yourself, do you have a good working

         19  relationship?

         20                 MR. RIVERSO: Yes, we do. In fact, I

         21  hired three or four of their people.

         22                 CHAIRPERSON WOOTEN: Oh, I guess so.

         23                 There is no problem whatsoever in

         24  that working relationship?

         25                 MR. RIVERSO: None whatsoever.

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            23

          1  SCHOOL CONSTRUCTION AUTHORITY

          2                 CHAIRPERSON WOOTEN: It wasn't because

          3  you hired the people, was it?

          4                 MR. RIVERSO: No, I have a long

          5  relationship with the Port Authority from the

          6  private sector. I have done work for them. Our

          7  relationship with the Port Authority is revolved

          8  around the noise abatement windows they pay for at

          9  some of our schools. When I got there they reached

         10  for me, they said they had past problems with the

         11  Authority working with us, they wanted to establish

         12  new lines of communication, new relationships, and

         13  they are established, we interact regularly. The

         14  projects are moving forward and I haven't heard any

         15  complaints.

         16                 CHAIRPERSON WOOTEN: The other point

         17  that I would like to make is, we have talked about

         18  the $50 million as a result of the determination of

         19  contractors, et cetera?

         20                 MR. RIVERSO: Yes.

         21                 CHAIRPERSON WOOTEN: Now, that was at

         22  five school projects in the Bronx. What is the

         23  status of that?

         24                 MR. RIVERSO: Of those school

         25  projects?
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          2                 CHAIRPERSON WOOTEN: Yes.

          3                 MR. RIVERSO: All of those school

          4  projects, I know two or three of them that you are

          5  mentioning are 100 percent completed. We have gone

          6  back, we have completed those schools. We have

          7  gotten the principals and the custodians to accept

          8  them and the Board of Ed. We are doing the financial

          9  close-out of them. I think we will be able to return

         10  some funds at the end of it.

         11                 But more importantly what I would

         12  like to tell you is that during the last two and a

         13  half years, while the new Administration has been at

         14  the SCA, we have not experienced any turn-overs that

         15  have cost the school system a dime.

         16                 Since I have been there, we have had

         17  two major projects with terminations involved, and

         18  one of them, we got the bonding company to fund the

         19  $10 million additional that was required to complete

         20  the school, that was Maxwell in Brooklyn, the

         21  bonding company funded the full $10 million

         22  additionally needed, it did not go back to the

         23  school district for a dime. And one in the Bronx, PS

         24  54 in the Bronx, did not cost the school district a

         25  dime, and I am proud to say that the replacement
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          2  contractor finished the project a month earlier than

          3  the original contractor scheduled it for.

          4                 CHAIRPERSON WOOTEN: Do you have the

          5  amount of money that could be estimated for the

          6  total cost of the overruns that occurred in '95 to

          7  '99 plan? And if so, how much was that due to

          8  contract termination?

          9                 MR. RIVERSO: When you say cost

         10  overruns, you have to be very, very careful in what

         11  is determined in cost overruns, what the base of

         12  what you are asking me for.

         13                 Is the base of what you are asking me

         14  for, the five-year plan amount? Let me take you

         15  through one project.

         16                 A project comes out of the five-year

         17  plan, an exterior mod of the school in Manhattan,

         18  let's say. Let's say the five-year plan has a

         19  million dollars in it for the school, we then are

         20  asked to perform a scope. The scope is we send

         21  professional architects and engineers out to the

         22  school, they examine the school and they say, you

         23  know, a repair of this roof isn't going to do it.

         24  You need a new roof out there. Or they will tell you

         25  that the brick point, the rebuilding -- the brick
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          2  pointing of the parapet isn't going to do it, you

          3  need to tear them down and rebuild them from scratch

          4  and put flashing inside the walls. And they come

          5  back after about a month or two, and they come back

          6  with a scope estimate, the dollar amount to do that

          7  work. And it could come back at 1.5 million dollars.

          8  Would you consider that $500,000 over budget, or

          9  would you consider it to be the proper estimate?

         10                 We go back to the board with that

         11  estimate and if it exceeds the five-year planned

         12  amount by ten percent, and they consult with us on

         13  the scope, our engineers and architects, between the

         14  Board and the SCA consult each other on the scope,

         15  and they make the decision whether they want us to

         16  cut some of that scope out or move forward with the

         17  design.

         18                 If we move forward with the design,

         19  we send the architect and engineer into the field to

         20  design a full set of drawings that takes

         21  approximately six to seven months to design that

         22  project with a full set of contract documents. At

         23  the end of that process we ask the architect or

         24  engineer to give us a full estimate and revise their

         25  scope estimate in case they learn the new details
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          2  and new problems with the school. If that estimate,

          3  that design estimate exceeded the scope or the

          4  five-year plan was the last thing the Board of Ed

          5  approved by more than ten percent, let's say now it

          6  comes in at $2 million, we go back to the Board of

          7  Ed, we go over the designs, we explain it to them,

          8  they tell us whether to move forward or not with

          9  that price, $2 million.

         10                 We put the drawings out into street

         11  to bid with contractors. The contractors come in and

         12  they give us prices. It is a hot private sector

         13  market and everybody is working, they are all

         14  beginning to raise their prices, prices have gone up

         15  up to 20 percent in the last two years. So, all of a

         16  sudden, the $2 million job that we thought is now

         17  $2.4 million. We go back to the Board of Ed and we

         18  say, listen, the market is calling for $2.4 million

         19  on what you had for a million dollars in the

         20  five-year plan, do you want us to move ahead with

         21  that project? Even that is not an overrun.

         22                 There is one more, if I could just

         23  add it out. When you open the wall to redo the brick

         24  work at the school in Manhattan, we open the walls

         25  and we find the steel is missing. We find it wasn't
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          2  constructed properly 50 years ago. We find it was

          3  built during World War II when there was no cement

          4  and they just used sand and lime and these walls

          5  have no cement in them, the steel is so rusted out

          6  that it is non-existing, and we send an engineer out

          7  there and all of a sudden I have a million dollars

          8  of steel that has to go in the wall. We go back to

          9  the Board of Ed, we show them the building, we show

         10  them what we found inside the walls, and they tell

         11  us whether they want us to fix it or not.

         12                 So, at that point it becomes a $3.5

         13  million job. What part of that overrun would you

         14  label as overbudget?

         15                 CHAIRPERSON WOOTEN: I am not a

         16  professional in the field, but you are, and I don't

         17  believe the Board of Education is a professional.

         18  But it would seem to me, you mentioned it at least

         19  four times as you went back to the Board of

         20  Education, you should not have gone back to the

         21  Board of Education except to say that this is what

         22  the scope of what I found to be, and if I were in

         23  your field I would have probably not made

         24  recommendations for a certain amount of money until

         25  the inspection had taken place.
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          2                 And a typical example, when we had

          3  the coal and when we were doing the conversion, you

          4  went in, you know, whomever went in to check to see

          5  if there were a priority on a particular school, so

          6  you even went back to say we have to move on number

          7  one or number two.

          8                 I am simply saying that the process

          9  has to be revisited. There is too much money. You

         10  have mentioned you are going from one million, a

         11  billion dollars to four billion dollars, it should

         12  not be. And this is a concept and guideline that has

         13  to be cleared up between your division and the Board

         14  of Education.

         15                 The Board of Education allocates a

         16  certain amount of schools, they give you the jobs to

         17  go out to find out what scopes and plan that you

         18  could work with. There should not be a mention of

         19  money until you come back and report that plan.

         20                 It is too long a process. I am glad

         21  that you are picking up on this to see that there

         22  needs to be a tightening up of what takes place

         23  between their need for school and actuality of the

         24  school being built. All of this is taking place, and

         25  I know it is time frame. And sometimes in the
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          2  overcrowding, some of the kids have graduated

          3  already before the school is realized.

          4                 So, I am glad that you brought that

          5  point up, but just to say to you, and from the man

          6  that holds the money over here, Herb Berman, that it

          7  is a need, there is too much money falling between

          8  the gaps of what was and what is. So there is going

          9  to have to be a need to come up with another

         10  mechanism to work out the plans for schools so that

         11  we don't overrun, and we don't even have to ask the

         12  question on overrun.

         13                 MR. RIVERSO: I agree we need to

         14  tighten up the process.

         15                 As far as having a stronger five-year

         16  plan with a better estimate, I think that we have

         17  worked with the Board through this building

         18  assessment survey, hopefully it has produced a

         19  document which will be more realistic in estimating

         20  the cost of what it will cost to fix the school.

         21                 The SCA cannot change what we find

         22  inside the walls once we open them up. We have

         23  referred, and I will tell you right now that all of

         24  the new projects in the new five-year plan will have

         25  non-destructive testing involved. We have reached
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          2  out to the entire world, fired two of the

          3  consultants, one of them is from London. We can look

          4  inside these walls without disturbing them, and

          5  seeing what is inside and taking out a lot of the

          6  problems that would happen during the design

          7  development.

          8                 The five-year plan will not benefit

          9  from that, but the scope and design estimates will

         10  now become stronger and they will take out a lot of

         11  what has happened during construction and bring it

         12  back to the scope and design.

         13                 But I do agree that we need to

         14  tighten up the process.

         15                 CHAIRPERSON WOOTEN: And also you need

         16  to be commended from your testimony on the

         17  percentage from one area to another and from one

         18  year to another, you really have to be commended for

         19  accomplishing that mission. It was difficult, you

         20  have been under a lot of fire, there have been a lot

         21  of changes in that department, however when we offer

         22  good sound advice, we hoped that it would be adhered

         23  to and that we could collectively work what it is,

         24  and that is for the betterment of the children of

         25  this City.
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          2                 MR. RIVERSO: Thank you. And we will

          3  work with your recommendations to improve it even

          4  further.

          5                 CHAIRPERSON BERMAN: Thank you, Ms.

          6  Wooten.

          7                 Just to set the record straight,

          8  Priscilla, I don't hold the money. Although I am

          9  willing to negotiate the potential.

         10                 CHAIRPERSON WOOTEN: I had to give it

         11  to somebody.

         12                 CHAIRPERSON BERMAN: All right, Mr.

         13  Linares.

         14                 COUNCIL MEMBER LINARES: Thank you,

         15  Mr. Chair.

         16                 Good morning, Mr. President. In your

         17  testimony you indicated that you anticipate for this

         18  September 16,000 new seats for the system and in the

         19  following September there is a projected 7,000

         20  additional seats.

         21                 There has been a lot of discussions

         22  around the plan that was approved, capital plan,

         23  yesterday as to how seats are being designated and

         24  so forth. Do you have an idea or a breakdown as to

         25  how these new seats are going to be allocated? Where
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          2  they are going to be going?

          3                 MR. RIVERSO: The allocations happened

          4  in prior years for the last two years. In other

          5  words, we don't make a seat over night but these

          6  buildings started a year ago or a year and a half,

          7  two years ago, that is the 16,000 and the seven I

          8  think you are referring to.

          9                 We do have allocations but I don't

         10  have them with me. I can get them to you this

         11  afternoon from my office.

         12                 COUNCIL MEMBER LINARES: It seems to

         13  me that until we approach the planning of new seats

         14  for the next five years, it is important to keep in

         15  context where the greatest need is and I wanted to

         16  ask if you have an idea of what the universe of need

         17  is in order for us as a school system to accommodate

         18  in terms of new seats?

         19                 MR. RIVERSO: Absolutely not. We do

         20  not address the need. We do not allocate where the

         21  seats go. The Board of Ed tells me, here is a

         22  school, build an addition, or here is a site, build

         23  a 300-seat school. We are a design construction

         24  agency, we in no way look at where the seats need

         25  and where they are going.
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          2                 COUNCIL MEMBER LINARES: I will pose

          3  this question to the Chancellor later on.

          4                 But let me ask you something that

          5  does relate to the process that you engage with

          6  which concerns me.

          7                 You mentioned that in the process of

          8  preparing to the construction of a new school,

          9  sometimes there are problems, you know, assuring the

         10  space where the school is going to be built, the

         11  site, and therefore that turns back the clock, and

         12  every day that a project gets rolled over means

         13  money, the taxpayers' money. So, I would ask you, do

         14  you have an idea of how many projects are extended

         15  within the period of time that this current funding

         16  cycle is taking place?

         17                 MR. RIVERSO: I think what you are

         18  asking is if I look at the five-year plan that we

         19  are just completing --

         20                 COUNCIL MEMBER LINARES: Right.

         21                 MR. RIVERSO: How many projects were

         22  delayed for site location selection?

         23                 COUNCIL MEMBER LINARES: Any other, or

         24  any other --

         25                 MR. RIVERSO: I would have to actually

             Legal-Ease Court Reporting Services, Inc. (800) 756-3410

                                                            35

          1  SCHOOL CONSTRUCTION AUTHORITY

          2  go back and do a study, but I would venture to say

          3  most, if not all.

          4                 COUNCIL MEMBER LINARES: Then the

          5  question that I am asking next is, if so many

          6  projects are having difficulties in --

          7                 MR. RIVERSO: In site selection.

          8                 COUNCIL MEMBER LINARES: In site

          9  selection and others, such as when you identify

         10  contracts that you terminate which also is another

         11  impediment --

         12                 MR. RIVERSO: Let me stop you so you

         13  don't go off a different track.

         14                 The site selection process happens

         15  before we design the school and happens before we

         16  enter into any kind of construction contract.

         17                 The delays do not cost you money,

         18  what they cost you is you are not getting the seats

         19  for the children of say of New York in a timely

         20  fashion. It is not costing you money because nobody

         21  is under contract because the site was never

         22  selected. And it is first site selection by the

         23  Board of Ed, they have had a lot to work with, I

         24  have had meetings with them, they are bringing on

         25  staff to try to deal with a lot of the issues and
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          2  there is a lot of issues not even controlled by

          3  them, communities are involved, community

          4  acceptance, environmental concerns, availability of

          5  land in certain districts is very difficult. They

          6  are bringing on staff to help improve their site

          7  selection process.

          8                 When they send me the site, all I do

          9  is I do a feasibility study, tell them what size

         10  school I can build on that site, if it will work, if

         11  it will fit, I do environmental studies for them and

         12  I report back to them the feasibility of the site.

         13                 At that point they make a decision

         14  whether they are going to move ahead. When they

         15  decide to move ahead, that is when it enters design,

         16  when the design drawings are complete, that is when

         17  we enter the construction contract.

         18                 So, the site selection process does

         19  not cost you money, the only bad part about the site

         20  selection process, which has to happen because you

         21  want to make a good site for a school, but the

         22  impact of a delayed site selection process is that

         23  the seats will not come available as early as you

         24  hoped they would.

         25                 COUNCIL MEMBER LINARES: Well, maybe
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          2  you cannot put it as costing money per se, but I

          3  would have to indicate that every year, every month,

          4  every day that we have children with our seats, it

          5  is much more than money, the cost.

          6                 MR. RIVERSO: Absolutely.

          7                 COUNCIL MEMBER LINARES: And so for me

          8  the cost is there, whenever we have an opportunity

          9  to open a project and give availability of seats to

         10  children.

         11                 So then my question is, what measures

         12  are you taking to expedite that early part of the

         13  process so that children don't have to suffer longer

         14  than they already suffered?

         15                 MR. RIVERSO: The SCA has taken

         16  measures in that we have become a much more

         17  efficient organization. When the Board of Ed asked

         18  us for a feasibility study, we perform it in two to

         19  three weeks.

         20                 When they ask us for an environmental

         21  study on a site, we have the best consultants in New

         22  York City working for us to do the environmental

         23  investigation of the site.

         24                 Again, the site selection issue is a

         25  large issue and it is an important one because it
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          2  does affect the delivery of all of these schools and

          3  seats.

          4                 I would ask that when the Board of Ed

          5  comes up that you ask them about the site selection

          6  process. But some of the issues that they have to

          7  deal with is the finding of available land in

          8  certain districts and they just can't find it. I

          9  mean, we have even done helicopter fly-overs of the

         10  district to try to find available land. And once you

         11  find the land, the environmental concerns associated

         12  with the land, even as an engineer I can guarantee I

         13  am going to clean up a piece of property and I am

         14  going to take protection from other environmental

         15  concerns that are coming into that property.

         16                 That is not necessarily good enough

         17  for the Board of Ed to sell it to the community that

         18  has to go into that school.

         19                 So there are a lot of selection

         20  issues and I can't expand on them more. I would ask

         21  you to ask the Board of Ed when they come up.

         22                 COUNCIL MEMBER LINARES: I certainly

         23  will. And one last question.

         24                 Did you indicate that when a contract

         25  gets terminated for whatever reason, that we don't
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          2  lose money when that happens?

          3                 MR. RIVERSO: No. There are two

          4  terminations at the Authority - the termination for

          5  convenience, and termination for construction - for

          6  cause, pardon me.

          7                 I will say the number of terminations

          8  are down at the Authority tremendously. We have gone

          9  to utilizing our legislation, we have resorted to

         10  prequalification contractors and select bid lists,

         11  and we have raised the grade of contractor that we

         12  are working with a couple of notches. We have not

         13  had a major capacity project with a termination in

         14  the last two and a half years. Prior to two and a

         15  half years, there were a series of terminations.

         16                 When I came in I inherited two that

         17  were in process, terminations for cause.

         18                 On a termination for cause, we did

         19  not cost the school system a dime. Both terminations

         20  for cause were, we called the bonding company in, we

         21  held their feet to the fire. One of them, they cost

         22  the bonding company $10 million, and the other one

         23  cost the bonding company one- or two-million

         24  dollars, and we got the jobs complete.

         25                 A termination for convenience is
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          2  something different. I can give you an example of a

          3  termination for convenience: 153 in Queens. That was

          4  the one where the facade collapsed over night. It

          5  was in the middle of construction, the facade

          6  collapsed, the school had to shut down for two weeks

          7  while we went in and made the school stable.

          8                 And the reason it collapsed was

          9  because things were much, much worse than what the

         10  engineers had thought they were, and the job had

         11  grown in scope to be something two to three times

         12  the original cost of the job, and that we didn't

         13  think the contractor on the job had the ability to

         14  handle the job of that size. It wasn't the

         15  contractor's fault. We terminated that contractor

         16  for convenience and then we moved on to prepare a

         17  design that included everything that was not

         18  apparent when we first did the design and brought in

         19  a new contractor.

         20                 COUNCIL MEMBER LINARES: Do you have a

         21  sense, I know you haven't been here long with the

         22  Authority, but do you have a sense of what the

         23  volume of termination has been with the Authority?

         24  Because our understanding is that it is a pretty bad

         25  record.
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          2                 MR. RIVERSO: Your understanding is

          3  correct, during the first seven years. I am closing

          4  out some of those jobs in the first seven years and

          5  it is terrible. It is nothing to be proud of. But

          6  the last three years have been a completely 360

          7  degree turn-around and I can assure you that it is

          8  not a problem right now.

          9                 COUNCIL MEMBER LINARES: Okay.

         10                 I will turn it back to you, Mr.

         11  Chair.

         12                 CHAIRPERSON BERMAN: Thank you, Mr.

         13  Linares.

         14                 Just in following up with what Mr.

         15  Linares was inquiring of, you indicated that the

         16  delay does not increase the cost. But I mean, all

         17  times doesn't the cost of material and labor and

         18  contracting and interest, et cetera, increase over a

         19  period of time and generally doesn't it always

         20  increase?

         21                 MR. RIVERSO: Yes, you are right. It

         22  would impact in escalation of the cost of

         23  construction.

         24                 CHAIRPERSON BERMAN: So then one might

         25  say that any undue delay will result in an undue
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          2  burden upon the cost that you have to now incur; is

          3  that correct?

          4                 MR. RIVERSO: Yes.

          5                 CHAIRPERSON BERMAN: Thank you.

          6                 Colonel Nelson.

          7                 COUNCIL MEMBER NELSON: Thank you, Mr.

          8  Chair.

          9                 Good morning, President Riverso.

         10                 MR. RIVERSO: Good morning.

         11                 COUNCIL MEMBER NELSON: It appears

         12  that since you have been at SCA it has been on a

         13  better track, I congratulate you for that. But I

         14  have a question with reference to the Board's

         15  proposed amendment to the current five-year plan. It

         16  states that SCA has completed 54 percent of the

         17  capital improvement projects scheduled for the first

         18  three years of the current plan,'95 to '99; why is

         19  this percentage so low?

         20                 MR. RIVERSO: Those are the projects

         21  that we have been authorized to move ahead with.

         22  When you look at the completion of number of

         23  five-year projects, you also have to say, well, if

         24  you didn't -- I don't know if you were here when I

         25  first started testifying, but what I said was the
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          2  SCA only has $500 million under construction, with

          3  an additional $400 million in bid and award, which

          4  represents about a billion dollars, which shall be

          5  complete by the next fiscal year. We are replacing

          6  about a billion dollars a year. So, if we only

          7  completed 54 percent of the five-year plan projects,

          8  well, what other projects did you do? And there is a

          9  long list.

         10                 Again, we do not just work on

         11  five-year plan projects, we work on the list that

         12  the Board of Ed provides us and there are substitute

         13  projects, there is switching, there is adding, there

         14  is deleting, and I think the numbers -- if you look

         15  at the total number of projects in the five-year

         16  plan, we have exceeded it by 50 percent in

         17  completion with substitute projects. So, if there

         18  were let's say 1,000 projects in the five-year plan,

         19  we completed 1,500, even though only 500 of them,

         20  the 54 percent, were five-year plan projects.

         21                 COUNCIL MEMBER NELSON: So, these

         22  figures can be a little deceiving.

         23                 Do you feel you have appropriate

         24  funding, enough for oversight with the projects?

         25                 MR. RIVERSO: With oversight of the
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          2  projects? We had a couple of comments on the

          3  five-year plan where the oversight was adjusted, we

          4  provided those comments to the board. But for the

          5  most part, I would say, yes, we have adequate

          6  funding for the oversight.

          7                 COUNCIL MEMBER NELSON: You have some

          8  inspectors or whatever going around the sites and

          9  seeing how it is progressing?

         10                 MR. RIVERSO: Yes, we do.

         11                 COUNCIL MEMBER NELSON: In my district

         12  there was a case where there was not -- the debris

         13  was left all over the place, and a window was broken

         14  due to it because it was just too tempting for kids

         15  hanging out in the playground, it was a big window,

         16  and there were a lot of bricks found outside this

         17  particular center. So, I spoke to them, they were

         18  very cooperative after the fact, and I noticed the

         19  next day it was totally tied up and all that. But

         20  this is one of the areas also, just as a side bar.

         21                 MR. RIVERSO: We have raised the

         22  consciousness of these items at our projects 100 or

         23  200 or 300 percent, but maybe we need to do it 500

         24  percent. We keep on top of it. When we get call-ins,

         25  it sets a wave off in the Authority to get it
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          2  cleaned up.

          3                 We are trying to get it perfect.

          4                 COUNCIL MEMBER NELSON: Thank you,

          5  President Riverso.

          6                 Thank you, Mr. Chair.

          7                 CHAIRPERSON BERMAN: Ms. Koslowitz.

          8                 COUNCIL MEMBER KOSLOWITZ: Thank you,

          9  Mr. Chairman.

         10                 Originally some of the money that was

         11  in the budget was risky money, how much of this

         12  construction money is real money?

         13                 MR. RIVERSO: All I know about the

         14  risky money, versus the non-risky money is what the

         15  Board of Ed wrote in the five-year plan. I am not

         16  equipped to really answer that question. That is a

         17  funding question, which I think the Board of Ed

         18  should answer in the next session.

         19                 All I know is what you know when you

         20  read the papers and when you read the five-year

         21  plan. I think there was a low-risk category, there

         22  was a medium risk and a high risk, and I would just

         23  try to recall what I read, and it would be probably

         24  be better to ask the authors.

         25                 We are not involved in the funding or
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          2  rating the risk of funding.

          3                 COUNCIL MEMBER KOSLOWITZ: No, but

          4  don't you have to know about the funding in order to

          5  -- you know, how do you do the site selections?

          6                 MR. RIVERSO: Well, we don't do the

          7  site selections either. Those are provided to us. We

          8  are strictly a design construction agency. All I

          9  have -- I don't start on a job until OMB, the Office

         10  of Management and Budget sends me a certificate of

         11  payment, which means the funding is secure.

         12                 So, again, we are not involved in

         13  that funding, we are not involved in the site

         14  selection, the project selection. One day I get sent

         15  a site by the Board of Ed, and I get a certificate

         16  of payment from OMB and that is the part where the

         17  SCA's job gets started, and at that point the

         18  funding is secure.

         19                 COUNCIL MEMBER KOSLOWITZ: Well, I

         20  know in my district right now we are involved with

         21  like a site selection. We have a site selection, and

         22  we are working with the School Construction

         23  Authority.

         24                 MR. RIVERSO: Right.

         25                 COUNCIL MEMBER KOSLOWITZ: And nothing
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          2  is in place right now. We picked it out and that is

          3  who we are working with.

          4                 MR. RIVERSO: Okay. Again, during the

          5  site selection process, our involvement is when the

          6  Board asks us to do a feasibility study for a site,

          7  or an environmental study for the site, we provide

          8  both to the Board of Ed.

          9                 I don't know your particular one,

         10  maybe if you told me the name of it, what site it

         11  is, I can recall where it is.

         12                 COUNCIL MEMBER KOSLOWITZ: It is on

         13  Metropolitan Avenue, it is a site big enough for

         14  three schools.

         15                 MR. RIVERSO: Woodhaven?

         16                 COUNCIL MEMBER KOSLOWITZ: Right.

         17                 MR. RIVERSO: The Woodhaven site, the

         18  SCA completed a feasibility study over a year ago.

         19  We completed our environmental studies over a year

         20  ago, and we are anxious and ready to build when the

         21  Board gives us the go-ahead.

         22                 Our involvement in that site was

         23  complete in excess of a year ago.

         24                 COUNCIL MEMBER KOSLOWITZ: Thank you.

         25                 CHAIRPERSON BERMAN: Mr. Perkins.
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          2                 COUNCIL MEMBER PERKINS: Thank you,

          3  Chairman. And Mr. President, I just wanted some

          4  information.

          5                 You mentioned the 16,000 new seats,

          6  in September 7,000 additional ones and 2,000 --

          7                 MR. RIVERSO: In September of 2000.

          8                 COUNCIL MEMBER PERKINS: In September

          9  of 2000.

         10                 How do you define seats?

         11                 MR. RIVERSO: When we put an addition

         12  on to a building or we build a new building, seats

         13  is determined by, let's say it is an addition,

         14  400-seat addition, it means we are putting in a

         15  certain number of classrooms that can accommodate

         16  400 seats.

         17                 COUNCIL MEMBER PERKINS: Of these

         18  6,000 and 7,000, how many --

         19                 MR. RIVERSO: Sixteen and seven.

         20                 COUNCIL MEMBER PERKINS: Oh, 16, I am

         21  sorry. How many are new buildings?

         22                 MR. RIVERSO: I would be guessing, but

         23  I would venture to say maybe 25 percent.

         24                 The rest are additions on to schools.

         25  Three and four-story additions on to schools.
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          2                 COUNCIL MEMBER PERKINS: Now, I

          3  realize that by definition, the Board of Education

          4  deals with certain issues, you are basically the

          5  person that builds, they tell you when, where and

          6  you go ahead and do it.

          7                 MR. RIVERSO: Right.

          8                 COUNCIL MEMBER PERKINS: But I am just

          9  wondering, do you have any input whatsoever with

         10  regard to what they might decide need to be done or

         11  should be done? Do you have any kind of dialogue

         12  with them about that at all?

         13                 MR. RIVERSO: Only from the technical

         14  viewpoint of an engineer and a contractor, or a

         15  construction manager or an owner's rep, not from a

         16  needs point.

         17                 If they ask me, you know, can we

         18  build a building addition in this area for this

         19  school, I may come back there and say we can build

         20  it but there are terrible underground conditions

         21  there, there are some environmental conditions there

         22  and I am going to need another $2 million or $3

         23  million above the normal cost just to handle that.

         24  But the decision will be made by them of whether I

         25  build that.
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          2                 Remember, I am a design construction

          3  agency, I give them the technical knowledge to make

          4  a technical decision.

          5                 COUNCIL MEMBER PERKINS: So, for

          6  instance, with regard to the $7 billion plan, you

          7  would give them certain technical information as to

          8  what actually will be done in the time frame that is

          9  being proposed?

         10                 MR. RIVERSO: No, the $7 billion plan,

         11  $7 billion plan that they adopted yesterday, it will

         12  be them who will come back and tell me that we are

         13  going to build, we need a school in this district,

         14  that district, and then they have a staff which will

         15  go out and locate a site for that school, and then

         16  they will ask me to examine the site. That is where

         17  the technical part comes in, I do an examination, I

         18  give them an environmental study on the site, I give

         19  them feasibility studies on the site, what size

         20  school we can build, and they may do two, three

         21  sites per school, and then they make the decision

         22  of, yes, we want that site and that is at the point

         23  where we start going ahead and doing our technical

         24  work.

         25                 COUNCIL MEMBER PERKINS: So, for
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          2  instance, you wouldn't say whether or not the 32,953

          3  seats could actually be built with the $7 billion?

          4  You wouldn't give them an analysis on that --

          5                 MR. RIVERSO: No, but in preparation

          6  of their plan, when they made that analysis that

          7  32,000 seats could be built for this number, I gave

          8  them cost factors to utilize and how much it would

          9  cost to build per seat let's say in a gross way, a

         10  rough number.

         11                 COUNCIL MEMBER PERKINS: What is that

         12  number, by the way?

         13                 MR. RIVERSO: It depends on the type

         14  of construction. An addition will run so much money,

         15  a classroom unit runs so much money, a new school

         16  runs so much money.

         17                 A new school could run $40,000 to

         18  $45,000 per seat and then because you are working

         19  with a five-year plan you may have to escalate that

         20  to account for five years of inflation over the next

         21  five years.

         22                 COUNCIL MEMBER PERKINS: So this

         23  number might be a little small?

         24                 MR. RIVERSO: Well, I did the numbers,

         25  because when I read in the Daily News, I turned
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          2  around and hit my calculator, it looked dead on. It

          3  might be a little bit smaller, but hopefully we

          4  won't have inflation and it looked like it was dead

          5  on.

          6                 COUNCIL MEMBER PERKINS: Just the

          7  information again, Mr. Chairman, if you will indulge

          8  me. How much does a new addition cost? Forty to

          9  45,000 per seat for a new school --

         10                 MR. RIVERSO: Right.

         11                 COUNCIL MEMBER PERKINS: And you had

         12  two or three other categories?

         13                 MR. RIVERSO: The additions are hard.

         14  I don't want to give you a rule of thumb. Them I

         15  have to look at the addition because am I going up

         16  with the building, am I going to the side of the

         17  building, and very rarely do I just get away with

         18  doing an addition. Usually the addition, they want a

         19  new kitchen and cafeteria in the addition, so they

         20  want me to tear out the old cafeteria and kitchen in

         21  the old building and make classrooms out of it, and

         22  it depends if I have to upgrade the electrical

         23  service and mechanical service in the existing

         24  building in order to accommodate the addition. So, I

         25  would rather not give you a rule of thumb because I
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          2  need certain parameters to develop a rule of thumb.

          3                 COUNCIL MEMBER PERKINS: Thank you

          4  very much.

          5                 One final question. The new building

          6  that may be proposed in this particular plan, are we

          7  building state-of-the-art schools? And what does a

          8  state-of-the-art school look like, from your point

          9  of view? And I assume that costs $40,000 to $45,000

         10  a seat? What does that school look like?

         11                 MR. RIVERSO: The state-of-the-art, I

         12  think the schools that New York City build are

         13  nicer, more durable than any of these suburban areas

         14  around the New York City area. I think we build a

         15  fantastic school.

         16                 About two years ago the SCA and the

         17  Board of Ed jointly invited some of the premier

         18  architects in the Northeast Corridor to come in and

         19  design classrooms and common facilities, we called

         20  it classroom of the future.

         21                 We evaluated all of the designs and

         22  we hired one architect to bring together the best

         23  features of all of the designs, and then we work

         24  with the Board of Ed to take those standards and

         25  bring them into the standards which we design new
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          2  schools with.

          3                 I am proud to walk through our

          4  schools. I think New York City should be proud to

          5  walk through our schools. I think we build the best

          6  schools in the United States.

          7                 COUNCIL MEMBER PERKINS: Well, you

          8  sound confident. Thank you very much.

          9                 CHAIRPERSON WOOTEN: Council Member

         10  Eristoff.

         11                 COUNCIL MEMBER ERISTOFF: Thank you.

         12                 Mr. President, let me just begin by

         13  congratulating you on being the only senior

         14  executive who didn't bring legions of, you know, row

         15  upon row of additional staff at today's hearing. I

         16  understand you have a few key people here, but my

         17  congratulations to you, it is a very nice method of

         18  presentation, very impressive.

         19                 I just wanted to ask a couple of

         20  quick questions. You are a new agency and I wouldn't

         21  suspect there would be a problem but I wanted to

         22  check. Have you had any Year 2000 computer

         23  remediation work underway at your agency? And what

         24  is the order of magnitude?

         25                 MR. RIVERSO: We have had every system
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          2  examined Y2K compliant. Since we are a creature of

          3  the state and the City, we filed Y2K compliance

          4  programs with New York City and with New York State

          5  because we respond to both parties. As of my

          6  knowledge, we have one major program which needs Y2K

          7  compliance. We have been working on it for a year.

          8  Compliance is estimated by June 30th. I have

          9  alternative programs in case that is not

         10  successfully achieved, but I am assured by my IT

         11  department that we are on track to meet the June

         12  30th compliance date.

         13                 And there are a couple of minor

         14  programs that some of the departments have developed

         15  in their own departments that the IT department did

         16  not know about, and we are presently testing those.

         17  For the most part, I am going to assure you that we

         18  are Y2K compliant. But nevertheless, we have

         19  developed plans for alternatives in case something

         20  happened in January 1st.

         21                 COUNCIL MEMBER ERISTOFF: I am

         22  delighted to hear that you have a contingency plan.

         23  How much money is involved?

         24                 MR. RIVERSO: With the Y2K compliance?

         25  We did it with in-house staff. I don't know if we
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          2  charged it to a specific cost center.

          3                 COUNCIL MEMBER ERISTOFF: And have you

          4  set aside anything for next year?

          5                 MR. RIVERSO: For --

          6                 COUNCIL MEMBER ERISTOFF: The fiscal

          7  year?

          8                 MR. RIVERSO: No.

          9                 COUNCIL MEMBER ERISTOFF: And have you

         10  also as an agency developed a new topic --

         11                 MR. RIVERSO: When you said this, I

         12  meant calendar year. The fiscal year, yes, there is

         13  personnel set aside for the task, because fiscal

         14  year is July 1st.

         15                 COUNCIL MEMBER ERISTOFF: Right --

         16                 MR. RIVERSO: Yes, there is personnel

         17  set aside for the Y2 task.

         18                 COUNCIL MEMBER ERISTOFF: Okay, but it

         19  is not on the order of millions in the capital

         20  budget?

         21                 MR. RIVERSO: No, absolutely not.

         22                 COUNCIL MEMBER ERISTOFF: Right.

         23                 And finally, have you developed a

         24  contract management system in-house or have you gone

         25  outside?
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          2                 MR. RIVERSO: It is interesting you

          3  should ask, that is one of the things that surprised

          4  me when I joined the Authority, is the construction

          5  management system, which is different than the

          6  contract management system, the construction

          7  management systems did not exist. Most of the

          8  systems at the SCA revolved around financial. Maybe

          9  because the IT Department reports to the Finance

         10  Department.

         11                 We have undergone a very in-depth

         12  study and we are about to complete that study and we

         13  have a pilot program to bring on a well-established

         14  construction management system into the Authority.

         15                 It is one which other agencies and

         16  authorities have utilized, it is an industry norm,

         17  and I suspect that within a year I will bring the

         18  entire Department into that program, that software.

         19                 COUNCIL MEMBER ERISTOFF: So you are

         20  using off-the-shelf stuff --

         21                 MR. RIVERSO: Yes.

         22                 COUNCIL MEMBER ERISTOFF: Applications

         23  which have been developed for other agencies.

         24                 MR. RIVERSO: Right.

         25                 COUNCIL MEMBER ERISTOFF: I mean, it
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          2  seems to me that whatever you are doing might be

          3  patterned after whatever DDC is doing.

          4                 MR. RIVERSO: It is a little bit

          5  different. They have different clients, they have to

          6  look at multi-clients. They have developed their own

          7  in-house I believe. The one I am looking at is

          8  something that Dormitory Authority uses and the Port

          9  Authority uses and most of the construction

         10  contractors in the industry utilize, and architects

         11  and engineers.

         12                 COUNCIL MEMBER ERISTOFF: Okay. Thank

         13  you very much.

         14                 CHAIRPERSON WOOTEN: I am going to ask

         15  my colleagues of the School Construction Authority

         16  if you could just hang around a few minutes, and I

         17  might get back to you and ask you to come back to

         18  the table.

         19                 Is that okay with my colleagues?

         20  Hello? Can I defer you for a little while and bring

         21  on the Board of Education? Wendell?

         22                 WENDELL: Yes, Ma'am.

         23                 CHAIRPERSON WOOTEN: Okay. We will

         24  take a one-minute recess.

         25                 (Hearing concluded at 10:35 a.m.)
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