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          1  DEPARTMENT OF FINANCE

          2                 CHAIRPERSON BERMAN: Welcome to this

          3  next portion of the budget hearings, they involve

          4  the Department of Finance. Commissioner Lempin, it

          5  is nice having you here. Will you please identify

          6  yourself.

          7                 DEPUTY COMMISSIONER LEMPIN: Good

          8  morning, Mr. Chairman. My name is Peter Lempin, I am

          9  the Deputy Commissioner of the Department of

         10  Finance.

         11                 CHAIRPERSON BERMAN: You are actually

         12  running the show for the time being, right, Peter?

         13                 DEPUTY COMMISSIONER LEMPIN: That's

         14  correct.

         15                 CHAIRPERSON BERMAN: Okay. Do you have

         16  a statement to make, sir?

         17                 DEPUTY COMMISSIONER LEMPIN: Yes, I

         18  do. I have a short statement.

         19                 Mr. Chairman, and members of the

         20  Committee, thank you for inviting me to appear

         21  before you today on behalf of the Department of

         22  Finance, as you undertake your review of the Fiscal

         23  2000 Executive Budget and Financial Plan.

         24                 In the interest of conserving time, I

         25  will limit my prepared remarks to the specific
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          2  issues you raised in your letter of May 3rd. I will

          3  then address any questions you and the Committee

          4  members may have.

          5                 First, you inquired about proposed

          6  tax reforms through unincorporated businesses. The

          7  Mayor's tax reduction program includes several

          8  reform measures designed to assist the City's small

          9  and mid-sized businesses.

         10                 One proposal, for example, would

         11  conform the taxation of service income under the

         12  unincorporated business tax with that of the general

         13  corporation tax.

         14                 Under the general corporation tax,

         15  the allocation of service receipts is based on where

         16  the service is performed. However, currently an

         17  unincorporated firm can only allocate service income

         18  out of the City by establishing an office at a

         19  non-City location.

         20                 This inconsistency encourages firms

         21  to relocate certain business activities outside of

         22  the City. By eliminating the inconsistency, the

         23  Mayor's proposal will benefit approximately 10,000

         24  City-based unincorporated small and mid-sized

         25  businesses with clients located outside of the City.
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          2                 The plan also includes other

          3  technical changes that will make it easier for

          4  unincorporated businesses to compute their City tax

          5  liability and provide greater consistency between

          6  unincorporated business tax and GCT rules.

          7                 Second, you asked about the

          8  eligibility status of Mitchell-Lama and similar

          9  limited profit housing programs for the School Tax

         10  Relief Program commonly referred to as STAR.

         11                 The STAR program provides a tax

         12  benefit in the form of an exemption. Unfortunately,

         13  this approach is incompatible with the method used

         14  to calculate the tax liability for limited profit

         15  and other similarly situated housing developments.

         16  What would be required for these developments to

         17  receive under the STAR program is state legislation

         18  authorizing the State Office of Real Property

         19  Services to calculate a comparable benefit to them.

         20                 Third, you asked about the extension

         21  of the co-op and condo tax abatement program which

         22  are currently scheduled to expire at the end of

         23  Fiscal '99.

         24                 For the past three fiscal years, the

         25  City has provided a partial tax abatement for
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          2  eligible Class 2 condominiums and co-ops. In Fiscal

          3  Year 1999, the program provided nearly 153 million

          4  dollars in tax benefit to more than 38,000 condo

          5  units and 246,000 co-op units.

          6                 In order to continue the program, the

          7  state law must be renewed.

          8                 Fourth, you requested an updated

          9  assessment of the Department's Year 2000 readiness.

         10  In March when I last appeared before this Committee,

         11  I was able to assure you that we fully expect to

         12  meet our goals for Y2K compliance. We are continuing

         13  to make progress on this important objective.

         14                 Here are some key indicators of where

         15  we stand at this time. Twenty-eight of 31 critical

         16  high priority systems are now Y2K compliant, with 27

         17  having been fully tested and certified. All of the

         18  core processing components of FAIRTAX, the

         19  Department's principal revenue supporting system,

         20  are certified as compliant.

         21                 The STAR system, that tracks parking

         22  violations, the Department's other major revenue

         23  supporting system, has been certified as Year 2K

         24  compliant, and all of the Department's remaining

         25  systems are expected to be compliant by June 30th.

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

                                                            7

          1  DEPARTMENT OF FINANCE

          2                 Fifth, you inquired about the final

          3  assessment roll and its impact on the four classes

          4  of property. The compilation of the final assessment

          5  roll is being completed, and we were working this

          6  weekend and we finished all of our production work

          7  and the final roll is going to be forwarded to OMB

          8  this morning. So, I only have tentative numbers

          9  right now.

         10                 We continue to see a strong economic

         11  upturn in the real estate market, the highlights of

         12  the tentative roll, which was released a few months

         13  ago, is that billable assessments Citywide rose by

         14  4.98 percent or 3.8 billion, the largest increase

         15  since Fiscal '92. And I do have for you this

         16  morning, it was just handed to me, since we were

         17  processing over the weekend, that I have the total

         18  billable taxable assessments for 1999/2000 will be

         19  80,089,433,266. That is up three percent from the

         20  billable taxable assessment from '98/'99, which was

         21  77,698,000.

         22                 The market value of this City's

         23  taxable base increased 6.17 percent versus 4.87 last

         24  year. Both primary and secondary office buildings,

         25  which increased in market value by 8.15 percent and
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          2  7.74 percent respectively, contributed to this

          3  growth.

          4                 Hotel market values increased

          5  dramatically at a rate of 17 percent, versus 15

          6  percent last year, which reflects high occupancy

          7  levels, increases in room rates and the construction

          8  of additional hotels.

          9                 The market value of residential

         10  properties, including rental apartment buildings,

         11  condos and co-ops grew by almost eight percent,

         12  versus five and a half percent last year, and the

         13  market values of one, two and three-family homes

         14  registered more than a five percent increase, the

         15  highest annual growth rate since 1991.

         16                 Finally, you asked about the Fiscal

         17  '99 tax lien sale, which is scheduled to take place

         18  later this week. All legally noticed liens include

         19  real property delinquencies of at least $1,000.

         20  Notice class 1 and class 2 residential co-op and

         21  condo properties are delinquent at least three

         22  years. Class four are delinquent for only one year.

         23                 Owners of these properties have the

         24  opportunity to enter into an installment agreement

         25  if they meet standard criteria, and the cut-off date
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          2  for the '99 sale was last Friday evening at 5:00.

          3                 In summary, you had asked about what

          4  the Department had done in preparation for the sale.

          5                 First, on March 16th, we published a

          6  60-day lien sale notice in the Daily News and the

          7  Staten Island Advance, with reference ads in El

          8  Diario, Carib News, Korea Times, Novoye Russkoye and

          9  the China World Journal.

         10                 As a special supplement to the 60-day

         11  notice, not required by law, we sent letters to the

         12  property owners listed in the 60-day notice

         13  informing them of their upcoming sale of their tax

         14  liens.

         15                 Almost 33,000 30-day notices were

         16  mailed a month later to delinquent property owners

         17  and all interested parties.

         18                 Finally, on May 10th, the City

         19  published its ten-day lien sale notice in all of the

         20  same publications.

         21                 In addition, our customer service

         22  operation, including our ombudsman and senior

         23  ombudsman units, staffed up to deal with the

         24  anticipated number of inquiries. Staff members also

         25  received additional training from Fannie Mae staff
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          2  to help customers in alternative financing programs,

          3  especially for senior home owners, and we did many

          4  referrals.

          5                 We held tax lien seminars, several of

          6  your colleagues in the Council, Councilman Spigner,

          7  Councilwoman Robinson, Councilman Marty Golden, we

          8  were in Community Board 12 in Queens, Community

          9  Boards 3, 8 and 10 in Brooklyn, at all three Boards

         10  in Staten Island.

         11                 A list of liens to be sold were also

         12  provided to all elected officials in the City to all

         13  community planning board and was sorted by task

         14  class.

         15                 Lastly, list of liens to be sold were

         16  also provided to Council staff in both print and

         17  electronic form and we have been working, of course,

         18  with Council members, State elected officials and

         19  community boards on pre-sale outreach.

         20                 Mr. Chairman, this concludes my

         21  prepared remarks. At this point I would be happy to

         22  respond to any questions.

         23                 CHAIRPERSON BERMAN: Thank you,

         24  Commissioner.

         25                 I just want to say personally that I
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          2  appreciate the efforts of your office in maintaining

          3  its commitment to effectively oversee any injustices

          4  that may occur.

          5                 I had an incidence where that was

          6  about to happen where a bank holding a mortgage was

          7  making payments for the wrong property and the

          8  people were about to lose it and good to the word of

          9  the agency you immediately arranged for the lien to

         10  reverse itself and for the people to be taken out of

         11  jeopardy.

         12                 DEPUTY COMMISSIONER LEMPIN: I

         13  remember that case. Thank you.

         14                 CHAIRPERSON BERMAN: And that is very,

         15  very positive.

         16                 Now, have you yet had an opportunity

         17  to evaluate the impact that the tax lien sales have

         18  had on delinquency for closures, et cetera?

         19                 DEPUTY COMMISSIONER LEMPIN: Well, we

         20  have done some analysis. We know that the tax lien

         21  sales from the last three years have lowered the

         22  property tax delinquency rate. In our last Mayor's

         23  Management Report it had been lowered to 2.2

         24  percent, which was a reduction from almost 2.8

         25  percent the year before.
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          2                 We are doing, let's see if our tax

          3  lien advisor is here. We are still doing analysis.

          4  We are reviewing foreclosures. I don't have anything

          5  to report this morning. There will be some

          6  foreclosures in the next few months for the '96 and

          7  '97 sale. Once we complete our analysis, we would

          8  be happy to share the data with you.

          9                 CHAIRPERSON BERMAN: Thank you. It

         10  would be appreciated.

         11                 Now, just for personal information,

         12  having done some extensive studies of Business

         13  Improvement Districts, I meant to ask this at a

         14  prior occasion but as you get older, you know, these

         15  things slip your mind.

         16                 Does the Department of Finance recoup

         17  from the Business Improvement Districts the cost of

         18  collecting the assessments?

         19                 DEPUTY COMMISSIONER LEMPIN: No, we

         20  don't.

         21                 CHAIRPERSON BERMAN: So that actually

         22  becomes a contribution by the City for the BID?

         23                 DEPUTY COMMISSIONER LEMPIN: You may

         24  want to check with the Department for Business

         25  Services. It is my understanding that -- I know that
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          2  we don't. They may, but I am not sure. We absolutely

          3  don't.

          4                 CHAIRPERSON BERMAN: Apparently they

          5  don't either.

          6                 Okay, any questions?

          7                 Mr. Golden.

          8                 COUNCIL MEMBER GOLDEN: Thank you, Mr.

          9  Chair.

         10                 Good morning, Acting Commissioner,

         11  how are you today?

         12                 DEPUTY COMMISSIONER LEMPIN: Good

         13  morning, Councilman.

         14                 COUNCIL MEMBER GOLDEN:  I want to

         15  thank you, your team did an outstanding job in my

         16  district in coming out and assisting the people in

         17  tax liens. Thank you and your staff for doing that

         18  job, a great job at that.

         19                 DEPUTY COMMISSIONER LEMPIN: You are

         20  welcome.

         21                 COUNCIL MEMBER GOLDEN: The Parking

         22  Violations Bureau has an estimated increase of 20

         23  million for Fiscal 2000, what is the source of that

         24  increase?

         25                 DEPUTY COMMISSIONER LEMPIN: Well, we
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          2  are assuming that summons issuance levels will

          3  improve next fiscal year. The numbers of summonses

          4  that have been issued has gone down slightly this

          5  year and we expect it is going to pick up next year.

          6  So, that is why we are increasing our projection by

          7  $20 million.

          8                 COUNCIL MEMBER GOLDEN: Are the

          9  neighborhood payment centers, are they all currently

         10  in operation?

         11                 DEPUTY COMMISSIONER LEMPIN: We are

         12  now up to 196 centers. We just expanded, we had 100

         13  at the start of the calendar year. We are going to

         14  have about 205 to 210 by June 30th. All 196 that are

         15  in operation right now take parking tickets, 25 of

         16  the 196 accept real estate tax payments.

         17                 COUNCIL MEMBER GOLDEN: Thank you very

         18  much. Have a great day.

         19                 DEPUTY COMMISSIONER LEMPIN: You are

         20  welcome. Thank you.

         21                 CHAIRPERSON BERMAN: Thank you, Mr.

         22  Golden.

         23                 Ms. Pinkett.

         24                 COUNCIL MEMBER PINKETT: Thank you

         25  very much, Mr. Chairman. I think, of course, that I,
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          2  too, would like to commend the Department of Finance

          3  for much of the things they do to be of assistance

          4  to taxpayers. It is one of the few agencies that

          5  seems to understand its mission, not only to collect

          6  but also to help the people of the City and it is

          7  very, very beneficial.

          8                 DEPUTY COMMISSIONER LEMPIN: Thank

          9  you.

         10                 COUNCIL MEMBER PINKETT: I wondered,

         11  however, when you were talking about tax liens and

         12  the benefits to be derived, have you been able to

         13  determine if there is any one segment of the City or

         14  boroughs that have been more the subject of tax lien

         15  sales than any other?

         16                 DEPUTY COMMISSIONER LEMPIN: Well,

         17  there are --

         18                 CHAIRPERSON BERMAN: Excuse me, sir.

         19  Let me understand the question. You are asking for a

         20  geographic analysis.

         21                 COUNCIL MEMBER PINKETT: Of course. He

         22  understood.

         23                 DEPUTY COMMISSIONER LEMPIN: Well,

         24  when we provided data to the Council a few months

         25  ago for the '99 sale, it did show that there were
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          2  several community boards in the City that seemed to

          3  have a higher proportion of liens that were on the

          4  list. In two of those districts we provided tax lien

          5  seminars, that was in Community Board 12 with

          6  Councilman Spigner, and in Community Board 3 and 8

          7  in Brooklyn with Councilwoman Annette Robinson. So,

          8  we have seen, those are three districts that I know

          9  of that in the last two sales seem to have the

         10  higher proportion of liens.

         11                 COUNCIL MEMBER PINKETT: My question

         12  also would be that there is another concern that

         13  ought to be considered, and that is where there are

         14  a large number of seniors who also are home owners,

         15  but because of the increasing value of brownstones

         16  and homes in certain areas, it might be a value not

         17  to say don't sell if you want to, but to advise

         18  seniors in advance of what to look for, what is

         19  available, your STAR program and other benefits so

         20  they will not be victims of tax lien fraud; is that

         21  a possibility, do you think?

         22                 DEPUTY COMMISSIONER LEMPIN:

         23  Absolutely. In fact, with the Council's

         24  recommendation, if you recall last year we set up a

         25  senior citizen ombudsman unit and we have taken on
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          2  those challenges in getting our staff trained, in

          3  helping to do some financial counseling, but more

          4  importantly financial referrals.

          5                 There are several community-based

          6  organizations in the City where our staff referred

          7  customers to, we did many referrals and many of them

          8  were for seniors. So, we continue to be very

          9  aggressive in assisting our senior citizen base.

         10                 COUNCIL MEMBER PINKETT: I would like

         11  to suggest, though, that there would be some perhaps

         12  attempt to send information or seminars into

         13  community boards so that that information could be

         14  provided on a broader scale, and certainly I will

         15  contact your office in an effort to help protect

         16  residents in our own area. Thank you.

         17                 DEPUTY COMMISSIONER LEMPIN: I will

         18  look forward to it. Thank you.

         19                 CHAIRPERSON BERMAN: Ms. Clarke.

         20                 COUNCIL MEMBER CLARKE: Thank you very

         21  much.

         22                 Mr. Commissioner, I think everybody

         23  has already given you accolades about how efficient

         24  and how helpful your office is, and I join that

         25  chorus for all you have done, especially for the
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          2  churches in my district who didn't know what they

          3  are supposed to do.

          4                 DEPUTY COMMISSIONER LEMPIN: Thank

          5  you.

          6                 COUNCIL MEMBER CLARKE: But I wanted

          7  to ask a question about the hotel occupancy tax,

          8  because I think when I came to the Council, just

          9  about the time when that became a debate, saying

         10  that if we did away with the tax, that we would have

         11  full occupancy. Now, we have done that and based on

         12  your report, that there is dramatic rates, including

         13  rate hikes in hotel rates, how do you account for

         14  the money we gave up for the hotels, versus the fact

         15  that rates have gone up, they are still building

         16  your hotel, was that a wise move, did that encourage

         17  anything or did somebody get rich as a result of our

         18  move, and not the persons who use the hotels?

         19                 DEPUTY COMMISSIONER LEMPIN: Well, I

         20  think that the City has benefitted dramatically. I

         21  don't have the vacancy rates with me, but I saw some

         22  recent statistics where the vacancy rate throughout

         23  the City I think was about five or six percent.

         24                 Our assessors have found in the last

         25  field season when we were out that there are many
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          2  new hotels being built. I think there is an

          3  increasing demand for more hotel space in the City.

          4  We are getting more conventions coming back in and

          5  we can see that it has had a tremendous positive

          6  fiscal impact on the budget.

          7                 COUNCIL MEMBER CLARKE: What do you

          8  account for that? Some people tell me it is the

          9  crime rate, some would admit that it is probably

         10  because we did away with the tax, and I am just

         11  trying to figure out what did we really gain with

         12  the revenue that we gave back to the hotel industry,

         13  especially at a time as we are looking now on what

         14  is happening in Albany, what do we do if we need to

         15  fill some holes if I am going to make an argument

         16  that we gave up something that we didn't have to as

         17  a result.

         18                 DEPUTY COMMISSIONER LEMPIN: Well, I

         19  think the statistics have shown that reductions in

         20  the tax has helped to bring consumers back into the

         21  City where there was a decline in tourism, the

         22  tourism numbers are up. The fact that there is

         23  tremendous building growth right now in the City I

         24  think leads me to believe and leads the staff to

         25  believe that there is still room for more rooms
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          2  where we are just getting an increasing demand for

          3  service.

          4                 COUNCIL MEMBER CLARKE: Thank you very

          5  much. I am glad that there is room for more rooms.

          6  Thank you.

          7                 CHAIRPERSON BERMAN: Thank you, Ms.

          8  Clarke.

          9                 Mr. Eristoff.

         10                 COUNCIL MEMBER ERISTOFF: Thank you,

         11  Mr. Chairman.

         12                 CHAIRPERSON BERMAN: Welcome, Mr.

         13  Eristoff.

         14                 COUNCIL MEMBER ERISTOFF: He always

         15  does that. Always throws me off. I guess that is the

         16  intent. Thank you very much.

         17                 Just a few minor questions. Our staff

         18  briefing document notes that you plan on saving

         19  about 1.4 million or 27 percent on your postage cost

         20  for next year, that seems like a fairly dramatic

         21  initiative and I just am wondering how do you plan

         22  on accomplishing that?

         23                 DEPUTY COMMISSIONER LEMPIN: My budget

         24  director is telling me that it is a one-shot. There

         25  were several efficiencies. I know of one that

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

                                                            21

          1  DEPARTMENT OF FINANCE

          2  happened in one of the divisions that I oversee,

          3  which was in the use of the Internet where we have

          4  had a lot of customers who send in requests for our

          5  different booklets that we produce and we have 100

          6  different brochures. We are now seeing in the last

          7  month 50,000 inquiries on our web page. Many of the

          8  inquiries are for forms, brochures, where customers

          9  are downloading directly at their home and their

         10  office. So we have seen less postage going out from

         11  our warehouse where the orders would come in, that

         12  is one area. But there are several other

         13  efficiencies that we have seen.

         14                 COUNCIL MEMBER ERISTOFF: Well, I

         15  visited your web site and I commend you on it.

         16  Although I think some attention ought to be paid by

         17  keeping it up-to-date. There are some corners of it

         18  that are a little bit older.

         19                 Once again this budget proposes a

         20  delay in implementing a document imaging system, and

         21  I know it represents a great deal of money, about

         22  $15 million.

         23                 Have you considered simply using a

         24  clone of the system, the OASAS system the

         25  Comptroller has? Why are we reinventing the wheel?
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          2  Could we readapt that system to your needs and

          3  thereby facing development costs?

          4                 DEPUTY COMMISSIONER LEMPIN: Well, I

          5  am not that familiar with the Comptroller system. I

          6  know the document imaging system was a system we had

          7  been proposing. In fact, when former Commissioner

          8  Cerullo came on a few years ago, the blueprints for

          9  that system were out on the street. We are about two

         10  months away from selecting a vendor, so we are

         11  coming to the home, coming down the home stretch

         12  right now in terms of vendor selection and we would

         13  have a contract in place next year.

         14                 It would be the largest system of its

         15  kind in the country, to register deeds and

         16  mortgages.

         17                 COUNCIL MEMBER ERISTOFF: Yes, I have

         18  no doubt that you are having, that you have made

         19  progress and that you are putting together the

         20  proposal. It is just that the Comptroller right now

         21  for some time has had this system in place, which

         22  images about 50,000 pages a day. It tracks all of

         23  the contracts out there and for what it does it

         24  seems to be fairly effective, and I hadn't realized

         25  that you were at that stage of development and

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

                                                            23

          1  DEPARTMENT OF FINANCE

          2  obviously you can't really change now, but I was

          3  going to suggest that since we already have

          4  something like this in City government --

          5                 DEPUTY COMMISSIONER LEMPIN: Well,

          6  what may be helpful, and it is a good suggestion, is

          7  to take a look at the system they are using since

          8  when we go into contract discussions and then of

          9  course then into development there may be some

         10  things that they are doing that are successful.

         11                 COUNCIL MEMBER ERISTOFF: Yes, I just

         12  like taking things off the shelf, frankly, as

         13  opposed to being the experimental kind.

         14                 Another question concerning our

         15  unincorporated business tax. Have you had a chance

         16  to assess the revenue impact of the Goldman IPO?

         17                 DEPUTY COMMISSIONER LEMPIN: Well, I

         18  think as you know we really can't discuss any

         19  private tax liability issues. But my understanding

         20  from staff is that the bulk of the Goldman Sachs ops

         21  will continue to be conducted through partnerships

         22  so that the majority of Goldman Sachs' business will

         23  be subject to the UBT.

         24                 We are still analyzing this and want

         25  to see what is going to impact them ultimately.
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          2                 COUNCIL MEMBER ERISTOFF: Okay.

          3                 Finally, in your testimony you said

          4  that 28 of 31 critical or high priority systems are

          5  now Year 2000 compliant; what are the three

          6  remaining systems?

          7                 DEPUTY COMMISSIONER LEMPIN: I have

          8  our MIS Y2K expert.

          9                 The remaining three, one in the

         10  Sheriff's office and two in our audit area.

         11                 COUNCIL MEMBER ERISTOFF: Okay. And

         12  those are just the general office support?

         13                 DEPUTY COMMISSIONER LEMPIN: PC based.

         14  As I mentioned, our two mainframe systems, STAR and

         15  FAIRTAX, have been tested and certified.

         16                 COUNCIL MEMBER ERISTOFF: Okay. Thank

         17  you, Commissioner.

         18                 DEPUTY COMMISSIONER LEMPIN: Thank

         19  you.

         20                 CHAIRPERSON BERMAN: Thank you very

         21  much, Commissioner. That concludes this session.

         22                 DEPUTY COMMISSIONER LEMPIN: Thank

         23  you, Mr. Chairman.

         24                 (Hearing concluded at 10:45 a.m.)
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          1

          2              CERTIFICATION

          3

          4

          5     STATE OF NEW YORK   )

          6     COUNTY OF NEW YORK  )

          7

          8

          9                 I, CINDY MILLELOT, a Certified

         10  Shorthand Reporter and Notary Public in and for the

         11  State of New York, do hereby certify that the

         12  foregoing is a true and accurate transcript of the

         13  within proceeding.

         14                 I further certify that I am not

         15  related to any of the parties to this action by

         16  blood or marriage, and that I am in no way

         17  interested in the outcome of this matter.

         18                 IN WITNESS WHEREOF, I have hereunto

         19  set my hand this 24th day of May 1999.
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                                   ---------------------
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         13  audio tapes of this hearing.
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