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          1  OFFICE OF MANAGEMENT AND BUDGET

          2                 CHAIRPERSON BERMAN: Good morning,

          3  ladies and gentlemen. Welcome to the beginning of

          4  our budget process as it applies to the City

          5  Council's participation in the budget. Welcome to

          6  this year's process, this is the Year 2000 budget,

          7  which is certainly a memorable event, and those of

          8  us who are aware of budget processes are always a

          9  little ahead of the time, so we are celebrating the

         10  Year 2000 before the rest of the world.

         11                 As you know, the Mayor a couple of

         12  weeks ago submitted his preliminary plan, not a

         13  budget but his preliminary plan, with the upcoming

         14  budget year.

         15                 Council received it, we have spent

         16  some time analyzing it, and pursuant to the process,

         17  we now will start, and this date begins the process

         18  wherein we examine together with the Administration

         19  the preliminary plan submitted by the Mayor.

         20                 Several years ago, when I became

         21  chair of this Committee, I initiated a new process,

         22  where I turn over to the chair of the various

         23  substantive committees, the obligation of conducting

         24  the preliminary budget. The intent being that their

         25  expertise, the Committee members, the Chairpeople of
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          2  the various committees, their expertise, as an

          3  opportunity to vent itself and to be creative and I

          4  believe that they can best serve the process by

          5  conducting and presiding over this phase of the

          6  hearing.

          7                 That process has served us well, it

          8  has been productive and we have been able to, I

          9  believe, fashion some very, very positive budgets

         10  since the initiation of this process. That is a

         11  process that we will still abide by and after today,

         12  which are those agencies that are within the purview

         13  of the Finance Committee, the individual chairs will

         14  be conducting their hearings, with the help of

         15  course of the Finance staff and Committee.

         16                 Having said that, I would like to

         17  again welcome everybody. Hopefully the process this

         18  year will result in an opportunity to better serve

         19  the people of the City of New York, to better

         20  utilize the hope for revenues and to better

         21  capitalize on the astounding economic development

         22  that this City has undergone.

         23                 Having said that, I welcome my

         24  colleagues, I welcome the people who are here, and

         25  the first hearing is with the Office of Management
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          2  and Budget, and we are joined by the Director, Mr.

          3  Harding. Welcome, Mr. Harding. This is your first

          4  opportunity to appear before us in this capacity, is

          5  it now? It is your coming out party?

          6                 MR. HARDING: Yes, sir.

          7                 CHAIRPERSON BERMAN: Listen, coming

          8  out amongst people have a different meaning, but --

          9  Stu, as always, it is a delight seeing you.

         10                 Mr. Harding, do you have any

         11  particular comments or an opening statement that you

         12  want to make?

         13                 MR. HARDING: No, Mr. Chairman, I will

         14  waive any opening statement. I would, if I might,

         15  spend a minute in introducing the Deputy staff at

         16  OMB. You have already acknowledged Stu Klein, the

         17  First Deputy Director. Christopher Augustini, David

         18  Rubenstein, Lenny Zananti, Marlene Zurach and Mark

         19  Page, these are the deputies that serve the various

         20  task forces at OMB, and to the extent any questions

         21  that you ask can't be answered now, one of these

         22  individuals will promptly provide you with the

         23  answers that you or your colleagues need.

         24                 CHAIRPERSON BERMAN: Mark Page has

         25  been synonymous with the City's bond development for
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          2  years, so we know him. Stu, of course, has been --

          3  as a matter of fact, everybody, all the people, we

          4  have had a very good relationship with. Welcome to

          5  everybody.

          6                 Okay, under those circumstances I

          7  will begin. Members of the Committee, I will limit

          8  my time on questions so that everybody will have an

          9  opportunity to question in a fair amount of time. I

         10  will regulate time, and if you choose to go back a

         11  second or a third or a fourth round, we are going to

         12  limit, in fairness to everybody, the amount of time.

         13                 So, beginning now. We have read with

         14  a great deal of interest that the City has entered

         15  into what amounts to a $900 million agreement with

         16  the Stock Exchange for the purposes of keeping the

         17  Stock Exchange here in the City.

         18                 Do you have any details regarding

         19  that? Can you share any part of that with us?

         20  Because sooner or later one has to assume that the

         21  Council will be involved?

         22                 MR. HARDING: The agreement with the

         23  Stock Exchange is an agreement between the City of

         24  New York and the State of New York and the Stock

         25  Exchange. What you see in the financial plan is a
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          2  $225 million capital contribution towards the

          3  construction of the new facility. We anticipate

          4  roughly a $12 million annual contribution for rental

          5  subsidies. The rest of the details, as far as the

          6  physical plant and ancillary things are still being

          7  worked out, and as we know it we will certainly

          8  provide it to you.

          9                 CHAIRPERSON BERMAN: That would come

         10  to about $240 million --

         11                 MR. HARDING: City share.

         12                 CHAIRPERSON BERMAN: City share.

         13                 MR. HARDING: Right.

         14                 CHAIRPERSON BERMAN: So, the $900

         15  million, is that arrived at -- is the $900 million

         16  the City's participation or is that the overall

         17  agreement?

         18                 MR. HARDING: The total cost.

         19                 CHAIRPERSON BERMAN: Total cost.

         20                 MR. HARDING: Yes, sir. Total cost

         21  between the City --

         22                 CHAIRPERSON BERMAN: Total cost for

         23  the City.

         24                 MR. HARDING: Total cost City and

         25  State, it's the government contribution.
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          2                 CHAIRPERSON BERMAN: City and State,

          3  okay, that's governmental.

          4                 Now, the 240,000 in round figures

          5  that the City will be giving --

          6                 MR. HARDING: A million.

          7                 CHAIRPERSON BERMAN: A million. Well,

          8  you know, wishful thinking. Hey, a zero here a zero

          9  there --

         10                 MR. HARDING: Right, before you know

         11  it you are talking Everette Dirkson.

         12                 CHAIRPERSON BERMAN: Right, the

         13  Everette Dirkson mentality.

         14                 Anyhow, the $240 million, is that a

         15  recurring -- well, I imagine not since the

         16  construction cost is a substantial portion, but the

         17  rent subsidy is a recurring --

         18                 MR. HARDING: Yes, it is.

         19                 CHAIRPERSON BERMAN: -- Rounding

         20  beyond the 12 million, are we talking about any

         21  significant dollars over and above that?

         22                 MR. HARDING: Yes. Except for the $12

         23  million annually, those are the only figures that I

         24  know right now. The details are still being worked

         25  out between the City, the Stock Exchange and the
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          2  State, so I don't want you to have the impression

          3  that you may not see other figures coming before

          4  you. But I think by the time the Exec is released,

          5  those figures should be completely --

          6                 CHAIRPERSON BERMAN: Okay, I am not

          7  suggesting that we would, we are just trying to

          8  understand what's the course.

          9                 MR. HARDING: As of now it is the

         10  capital contribution of 225, which you see in the

         11  plan, and roughly $12 million per year as a rental

         12  amount.

         13                 CHAIRPERSON BERMAN: Now, has anyone

         14  ever taken the opportunity to calculate how much

         15  revenue the City realizes from the Stock Exchange?

         16                 MR. HARDING: Yes, the Economic

         17  Development Office, the Deputy Mayor for Economic

         18  Development has those figures. I don't have them

         19  with me but I will be happy to provide them to you.

         20  You are talking about a per job cost, something like

         21  that?

         22                 CHAIRPERSON BERMAN: Yes, that is what

         23  --

         24                 MR. HARDING: Yes. Sure, I can get you

         25  that.
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          2                 CHAIRPERSON BERMAN: All right, I

          3  would appreciate that.

          4                 Okay.

          5                 MR. HARDING: I might, if I may, Mr.

          6  Chairman, say that I believe last week, late last

          7  week there was an article in the New York Times

          8  which sought to put a per-job cost on the Stock

          9  Exchange figure. Those dollar amounts were extremely

         10  high and we are in the process of correcting --

         11                 CHAIRPERSON BERMAN: Well, one of our

         12  staff people indicated that the cumulative benefit

         13  to the City is about one and a half billion dollars.

         14  That is the cumulative all costs included. I don't

         15  know if that is valid or not but --

         16                 MR. HARDING: I will provide you with

         17  the information as we have now, it is a

         18  work-in-progress, I just want to emphasize that.

         19                 CHAIRPERSON BERMAN: Okay, on the

         20  tobacco settlement. As a result of the tobacco

         21  settlement, the City stands to receive approximately

         22  six and a half billion dollars over the next 25

         23  years.

         24                 The Mayor's call for using these

         25  funds, tobacco bond sale of two and a half billion
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          2  dollars.

          3                 The proceeds of the sale will be used

          4  to fund a portion of the City's capital plan,

          5  primarily for School Construction, and the funds

          6  will enable the City to increase its debt capacity

          7  by two and a half billion dollars.

          8                 Have you yet calculated what the

          9  detail surrounding the plans will be and what the

         10  terms of the bonds sold will be? Or is that in the

         11  formative stage?

         12                 MR. HARDING: That's in the formative

         13  stage. Before the Financial Plan was released, we

         14  sought the advice of the investment banking

         15  community, and based on their wisdom we determined

         16  that the proposal which you see in the Financial

         17  Plan was sound financially, was sound legally, and

         18  could be done without any assistance from Albany.

         19                 Subsequent to the releasing of the

         20  plan, we have asked groups to come in for a

         21  competition, the investment banking firms to come in

         22  for a competition. That process is ongoing right

         23  now, and we anticipate having that concluded within

         24  a week or two.

         25                 CHAIRPERSON BERMAN: Well, the
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          2  conflict seems in our minds to be, if 25-year bonds

          3  are issued, there is no guarantee that the money

          4  will be there in the 25th year; is that correct?

          5                 MR. HARDING: You are talking about

          6  the tobacco proceeds?

          7                 CHAIRPERSON BERMAN: Yes.

          8                 MR. HARDING: That is part of the

          9  analysis that is going on right now.

         10                 CHAIRPERSON BERMAN: To do the

         11  ten-year bonds, most School Construction bonds are

         12  for a longer period of time, aren't they?

         13                 MR. HARDING: Absolutely.

         14                 CHAIRPERSON BERMAN: Do you have an

         15  anticipation as to the interest rates being better

         16  or worse in the City's current rate?

         17                 MR. HARDING: That process is ongoing

         18  right now. Those that are competing are submitting

         19  their best analysis as to what that would be. It is

         20  anticipated as we proceed that the cost of the

         21  tobacco bonds would be within the realm of what we

         22  are normally doing right now. So there would not be

         23  a large or appreciable difference.

         24                 CHAIRPERSON BERMAN: Well, would the

         25  health of the tobacco companies be factored into --
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          2                 MR. HARDING: The tobacco companies'

          3  rating is a key component of this, absolutely. That

          4  is why it is not deemed City debt, that is why it is

          5  deemed corporate debt. And those are the analyses

          6  that are going on right now with OMB staff and the

          7  various investment banking communities. And that is

          8  what makes the deal at some level quite appealing

          9  because this would not be deemed City debt. As you

         10  know, we are about to hit our capacity again, even

         11  under the Transitional Finance Authority, so our

         12  choices at this point in time are limited to three,

         13  as I can see them. One is to cease the capital plans

         14  in the City of New York in total. Two is to go to

         15  Albany and ask for an increase in the TFA amount;

         16  or, three, is to see if we can do it internally and

         17  within our own means and that is how we developed

         18  the theory of tobacco bonds.

         19                 CHAIRPERSON BERMAN: Well, we have

         20  long been advocates of pay-as-you-go capital

         21  construction, that is another alternative, is it

         22  not?

         23                 MR. HARDING: If one were to identify

         24  two and a half billion dollars of funds that could

         25  be used to get the City through its capital
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          2  obligations between now and the next time the

          3  constitutional vote could be taken on the debt

          4  limit, and that two and a half billion dollars could

          5  be identified, and that two and a half billion

          6  dollars could be identified without increasing the

          7  out-year gaps or adversely affecting the City's

          8  expense budget. It's a conversation worth having.

          9  But quite frankly, we still have a ways to go as far

         10  as reducing the outyear gaps and I am unaware of two

         11  and a half billion dollars that is available to

         12  continue the capital project without bonding for it.

         13                 CHAIRPERSON BERMAN: Assuming tobacco

         14  use dramatically falls down --

         15                 MR. HARDING: Yes.

         16                 CHAIRPERSON BERMAN: And the payment

         17  to the City of six and a half billion dollars is

         18  subsequently reduced --

         19                 MR. HARDING: Yes.

         20                 CHAIRPERSON BERMAN: Will the City be

         21  obligated to pay the bonds?

         22                 MR. HARDING: No, it's a risk -- let

         23  me, if I could just back up for a second to give you

         24  sort of a broad stroke as to what the tobacco

         25  settlement deal is that the states and several of
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          2  the cities that had the foresight to bring

          3  litigation before states entered into.

          4                 The tobacco settlement has a built-in

          5  inflator and a built-in deflator. There is an annual

          6  three percent inflator on the amount the tobacco

          7  companies will pay to the government. So whatever

          8  the base amount is between 250 and 300 million

          9  dollars to the City of New York a year, we will

         10  receive an annual three percent increase on that.

         11  That is the natural inflator. The natural deflator

         12  is, if the tobacco companies can evidence its sales

         13  within the United States, it's not a global

         14  jurisdiction, if the sales of tobacco have gone down

         15  within the United States, they are entitled to

         16  reduced payments to that amount. So, using --

         17                 CHAIRPERSON BERMAN: Is there a limit?

         18                 MR. HARDING: No.

         19                 CHAIRPERSON BERMAN: Is there a cap?

         20                 MR. HARDING: Not that I am aware of.

         21                 CHAIRPERSON BERMAN: So, it is

         22  whatever the sales are reduced by, that is the

         23  percentage?

         24                 MR. HARDING: Yes. As a gross then you

         25  would be entitled to the three percent inflator, so
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          2  loosely speaking if tobacco sales went down five

          3  percent, it would be a net of two, because you are

          4  entitled to a three percent inflator, minus a five

          5  percent --

          6                 CHAIRPERSON BERMAN: If it went down

          7  ten percent, you would have a net of seven?

          8                 MR. HARDING: A net of seven,

          9  absolutely.  And you should be -- and I want to

         10  assure you that as we are reviewing the responses to

         11  the RFPs from the investment community, that they

         12  are all providing us with their analyses with what

         13  they believe the tobacco sales will be over the next

         14  20, 25, 30 years, and they are bringing in their

         15  resident tobacco experts to give us their best

         16  analysis.

         17                 CHAIRPERSON BERMAN: All right,

         18  finally on this issue, and then I will turn to my

         19  colleagues for questions, utilizing this money for

         20  capital construction, is there a willingness, or is

         21  there an interest in guaranteeing that the money be

         22  utilized for school construction, as opposed to

         23  other type of construction?

         24                 MR. HARDING: We are not legally

         25  allowed to guarantee that the money would be used
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          2  exclusively for school construction, because the

          3  monies are identified when they are encumbered. So,

          4  there is no way that I could provide a legal

          5  guarantee to you that as a project comes up, that if

          6  that money would be encumbered exclusively for

          7  schools, what the Mayor had said was that these

          8  bonds would be used primarily for schools, meaning

          9  if in a given moment you had $600 million worth of

         10  tobacco authorization and there were $800 million of

         11  projects that needed to be encumbered, 500 of them

         12  were school projects, 300 were other projects, those

         13  $500 million would be encumbered first for the

         14  schools.

         15                 If on the other hand you didn't have

         16  school projects coming forth, but you had to proceed

         17  with the capital program, you would exhaust all you

         18  could for schools and then move on for roads and

         19  bridges and things like that. The key is primarily I

         20  legally can't give you in a guarantee that will be

         21  exclusive.

         22                 CHAIRPERSON BERMAN: Thank you, Mr.

         23  Harding.

         24                 Depending on who else has questions,

         25  I may return.
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          2                 MR. HARDING: Thank you.

          3                 CHAIRPERSON BERMAN: Mr. Leffler, you

          4  are next.

          5                 COUNCIL MEMBER LEFFLER: Thank you.

          6                 Good morning, Mr. Harding.

          7                 MR. HARDING: Good morning.

          8                 COUNCIL MEMBER LEFFLER: Welcome, and

          9  good luck in your new position.

         10                 MR. HARDING: Thank you.

         11                 COUNCIL MEMBER LEFFLER: I have a

         12  number of questions.

         13                 First, it seems to me a basic

         14  question here was what to do with the large surplus

         15  of funds in Fiscal Year '99 essentially arising out

         16  of the success of the financial services industry in

         17  the better than expected economy in this City. We

         18  saw the figures for the fourth quarter federal-wise,

         19  just on Friday. And what your preliminary budget

         20  calls for is essentially prepaying debt service that

         21  would be coming due in the Fiscal Year 2000 up to

         22  1.1 plus billion dollars.

         23                 How did you make that decision? And

         24  isn't that decision a fundamentally dishonest

         25  decision?

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

                                                            19

          1  OFFICE OF MANAGEMENT AND BUDGET

          2                 I mean, you are using the windfall in

          3  this year to basically help you balance the budget

          4  in next year with the result that you have a real, a

          5  true imbalance in expenditures next year, the

          6  expenditures are to high for the revenues you are in

          7  fact projecting next year. Considering that we have

          8  large budget gaps, an unfunded labor settlement that

          9  is coming due, it seems to me that you are basically

         10  trying to get through the last two years of this

         11  Administration without really providing for the

         12  long-term financial stability and balance of the

         13  City.

         14                 MR. HARDING: You want me to respond?

         15                 COUNCIL MEMBER LEFFLER: Yes, please.

         16                 MR. HARDING: We are not bound by the

         17  rules of evidence here, right? So I can't object to

         18  any leading questions that you have?

         19                 COUNCIL MEMBER LEFFLER: You can, Mr.

         20  Harding.

         21                 MR. HARDING: What the financial plan

         22  calls for is not fundamentally dishonest, it is not

         23  tertiarily (sic) dishonest, it is not dishonest.

         24  What it is is a recognition that we are doing our

         25  very best to keep the outyear gaps as reasonable or
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          2  low as fundamentally possible. Because the City of

          3  New York is legally obligated under the general

          4  accepting accounting principles and is not under a

          5  cash basis, if we don't prepay obligations next year

          6  with the use of that surplus, then we are limited

          7  ostensibly to several choices.

          8                 One of the things we can do is not

          9  spend the surplus, and just leave it there.

         10                 COUNCIL MEMBER LEFFLER: Why not

         11  prepay debt, which will basically improve the City's

         12  financial position for the years to come?

         13                 MR. HARDING: I am happy to answer

         14  your subsequent questions, but I would like the

         15  opportunity to answer your initial question.

         16                 COUNCIL MEMBER LEFFLER: Okay, sure.

         17  Right.

         18                 MR. HARDING: What we can do is to do

         19  nothing. Under gap, that billion 579 would then move

         20  into a fund that neither the Council nor the

         21  Executive would have access to, it would be

         22  amorphous in nature and could never be obtained.

         23                 We could spend it now on anything, on

         24  new needs, on additional needs, on pay-as-you-go

         25  capital, in which case the funding level for next
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          2  year would remain intact and would not be reduced by

          3  a billion-six, and our outyear gap would be

          4  necessarily increased by a billion-six.

          5                 The decision is to fund essential

          6  city services in an incumbent fiscal year, while at

          7  the same time doing our level best to keep the

          8  outyear gaps reduced, and I think that you can see

          9  that the work that the Mayor has done, with the help

         10  and guidance of the City Council and the adoption of

         11  the City Council, we have reduced in the last five

         12  years the outyear gaps from what they were in the

         13  1993 financial plan by nearly 50 percent.

         14                 COUNCIL MEMBER LEFFLER: But that is

         15  not the question.

         16                 It doesn't really help the analysis

         17  to put up Strymon, that we could leave the money

         18  there, that we can pay for additional services, the

         19  real issue, it seems to me, is you can improve

         20  budget balance over a substantial period of time by

         21  prepaying debt, and you haven't chosen to do that;

         22  why not?

         23                 MR. HARDING: We are prepaying debt --

         24                 COUNCIL MEMBER LEFFLER: I am not

         25  talking about prepaying debt service that --
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          2                 MR. HARDING: What does prepaying --

          3                 COUNCIL MEMBER LEFFLER: -- Falls due

          4  in the next year. That is basically a rollover. I am

          5  talking about prepaying debt now, with interest

          6  rates still relatively low, that will basically

          7  lower cost that the City will have to fund year

          8  after year in the future, after you are no longer

          9  the Budget Director.

         10                 MR. HARDING: We have refinanced most

         11  of those obligations to reflect the lower interest

         12  rates. The City of New York refinances its

         13  outstanding debt as the law allows, both the federal

         14  law and any local and state restrictions. So, we are

         15  not carrying a lot of debt at very old, ancillary

         16  high interest rates. We have refinanced several

         17  times in this fiscal year.

         18                 COUNCIL MEMBER LEFFLER: The debt is

         19  19 percent of total expenditures in this City

         20  budget. It is a very high level debt, and sensible

         21  monitors have pointed out that we have the capacity

         22  to basically retire a good bit of that debt.

         23                 We are in the position of a windfall.

         24  I mean, no one expects, most analysts, federal

         25  reserve chairmen don't expect that years to come are
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          2  going to be as good as the couple of years that we

          3  have just finished --

          4                 MR. HARDING: That's right.

          5                 COUNCIL MEMBER LEFFLER: -- Including

          6  the year now.

          7                 MR. HARDING: That's right.

          8                 COUNCIL MEMBER LEFFLER: And

          9  therefore, you know, it is almost like a biblical

         10  sort of thing, I mean you provide in the good year

         11  for the seven lean years to come, you are providing

         12  for the next year to come, not for year seven and

         13  year six and year five. And I submit that -- I mean,

         14  you know, ancient accounting treatment of a surplus

         15  made more sense than what you are doing.

         16                 You are basically using the results

         17  of very good times to basically enable you to close

         18  a budget gap, I don't think that is really the best

         19  long-term position for this City.

         20                 Do you want to move on then?

         21                 MR. HARDING: If I haven't answered

         22  your question satisfactorily --

         23                 COUNCIL MEMBER LEFFLER: No, I don't

         24  think you have.

         25                 MR. HARDING: Okay.
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          2                 COUNCIL MEMBER LEFFLER: One problem I

          3  have had for years, in recent years, relates to

          4  revenue understatement. We saw a 6.1 percent

          5  increase in the GDP on Friday for the fourth

          6  quarter, what increase are you projecting in this as

          7  the underpending of your revenue, something like two

          8  percent growth in City revenues over the next year?

          9                 That is just a simple fact question.

         10  The basic question I have for you, though, Mr.

         11  Harding, is not something that can be checked out of

         12  a book -- Mr. Harding?

         13                 MR. HARDING: I am listening, Council

         14  member.

         15                 COUNCIL MEMBER LEFFLER: Do you plan

         16  to revise upwardly your revenue forecast in view of

         17  the unexpectedly good performance, continued good

         18  performance of the economy, including the local

         19  economy, so that we don't wind up with another year

         20  where we have a large surplus and you basically roll

         21  it over, and the Council has little control, which

         22  has really been the experience to a large extent

         23  here for several years running?

         24                 MR. HARDING: We have, between now and

         25  the time that we release exec, I mean we are going
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          2  to have a couple of benchmarks, more corporate

          3  earnings will be revealed to us publicly, we will

          4  have the personal income tax filings on or about

          5  April 15th, shortly thereafter the state will let us

          6  know what the filing reveal for the City of New

          7  York, so between now and exec it is conceivable that

          8  we are going to change our revenue forecasts if that

          9  is the question.

         10                 COUNCIL MEMBER LEFFLER: That's the

         11  question. They may be increased.

         12                 MR. HARDING: They may be decreased

         13  too.

         14                 COUNCIL MEMBER LEFFLER: Right. But it

         15  would seem to me to be more likely that they would

         16  be increased based on the development since the time

         17  you put this out.

         18                 CHAIRPERSON BERMAN: Mr. Leffler, can

         19  I put you down for the second round, please?

         20                 COUNCIL MEMBER LEFFLER: Can I ask one

         21  more question and then go on to the second round?

         22                 CHAIRPERSON BERMAN: If you want to.

         23                 COUNCIL MEMBER LEFFLER: I have a

         24  question with respect to how you do your planning.

         25  You have here that you are going to -- we are going
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          2  to have $100 million tax reduction to be decided

          3  upon by a task force to be appointed.

          4                 MR. HARDING: Correct.

          5                 COUNCIL MEMBER LEFFLER: Isn't there

          6  an ongoing city means of planning for the future

          7  that this is sort of a part? I mean, I went through

          8  with Mr. Rose your social policy document, which is

          9  juvenile, we are expecting I think your strategic

         10  policy statement, which is months overdue. Now, what

         11  you say is we are going to save $100 million in

         12  taxes, I don't know where you get a figure like

         13  that. And we are going to appoint a commission to

         14  decide why and basically how we are going to take

         15  the reduction.

         16                 It would seem to me that the sensible

         17  thing is to plan in accordance with the City Charter

         18  --

         19                 CHAIRPERSON BERMAN: Your question,

         20  Mr. Leffler.

         21                 COUNCIL MEMBER LEFFLER: Why don't you

         22  plan in accordance with the City Charter and wait

         23  until the planning is done before you decide how

         24  much you are going to ask for? You may decide more,

         25  you may decide less, you know, this seems to me to
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          2  be, well, we want to do some tax cutting here.

          3                 CHAIRPERSON BERMAN: Mr. Harding?

          4                 MR. HARDING: Yes. The financial plan

          5  assumes $100 million tax cut. Those tax cuts haven't

          6  been identified and the Task Force is presently

          7  reviewing it. There is nothing imprudent about doing

          8  that. In fact, just the opposite. Had we put down

          9  taxes to be named later, we didn't have a dollar

         10  figure, we didn't identify any resources or any

         11  revenue loss --

         12                 COUNCIL MEMBER LEFFLER: The point is,

         13  why don't you do the planning beforehand? I mean,

         14  everyone knew that you were going to do a

         15  preliminary budget at the very end of January, so to

         16  come in at that point and say we are appointing a

         17  task force to decide tax policy for next year seems

         18  to me to have basically reflected a default on the

         19  planning that should have been done --

         20                 CHAIRPERSON BERMAN: Mr. Leffler,

         21  would you, instead of the comments if you could just

         22  ask the questions, I am giving you that leeway but

         23  --

         24                 MR. HARDING: Between now and the

         25  Executive Budget the recommendations of those task

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

                                                            28

          1  OFFICE OF MANAGEMENT AND BUDGET

          2  forces will be made known, and to the extent that

          3  they are accepted by the Mayor, they will be

          4  reflected in specific detail in the Executive

          5  Budget.

          6                 So, I don't know that any process has

          7  been defaulted or that we have eschewed any power to

          8  anybody in the Charter.

          9                 CHAIRPERSON BERMAN: Thank you.

         10                 MR. HARDING: In fact, since you will

         11  be voting on those tax cuts yea or nay, you will be

         12  participating in that process, making the Charter

         13  process cohesive, I believe.

         14                 COUNCIL MEMBER LEFFLER: Round two.

         15                 CHAIRPERSON BERMAN: Thank you, Mr.

         16  Leffler. I will put your name down for the second

         17  go-around.

         18                 Mr. Michels.

         19                 COUNCIL MEMBER MICHELS: Good morning,

         20  gentlemen.

         21                 MR. HARDING: Good morning.

         22                 COUNCIL MEMBER MICHELS: First of all,

         23  congratulations, Bob.

         24                 MR. HARDING: Thank you, sir.

         25                 COUNCIL MEMBER MICHELS: It is nice to
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          2  see you sitting there.

          3                 Let me ask you this, just to go back

          4  for a few seconds on the tobacco settlement.

          5                 MR. HARDING: As I understand it,

          6  there was some question as to whether or not you

          7  were limited to expenditures other than medical

          8  expenditures; that's been resolved?

          9                 In other words, the settlement could

         10  only be used, the money, for projects --

         11                 MR. HARDING: No. There is no

         12  restriction.

         13                 COUNCIL MEMBER MICHELS: That has been

         14  resolved?

         15                 MR. HARDING: Yes, sir.

         16                 COUNCIL MEMBER MICHELS: Because there

         17  was an issue of that.

         18                 MR. HARDING: That is not part of the

         19  settlement.

         20                 COUNCIL MEMBER MICHELS: Okay. And the

         21  other thing is, is the lawsuit settled, are all the

         22  terms and conditions of the settlement already been

         23  done?

         24                 MR. HARDING: Well, to some people's

         25  satisfaction. The City of New York is appealing the
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          2  settlement, so that is presently being adjudicated

          3  right now.

          4                 COUNCIL MEMBER MICHELS: I would hope

          5  they are appealing that portion of the settlement

          6  which limits us to the profits of the tobacco

          7  industry in the United States, because with the

          8  advertising they are doing in the United States,

          9  they are now taking that and they are going

         10  overseas.

         11                 MR. HARDING: Well, actually what we

         12  are appealing is the share that we are getting as it

         13  relates to the entire statewide share, both the

         14  state --

         15                 COUNCIL MEMBER MICHELS: That, too,

         16  but it seems to me to just be limited.

         17                 In other words, we are now going to

         18  be put in a position that we have to make sure the

         19  tobacco companies don't get out of existence, so now

         20  we are in the position of at the same time we are

         21  telling people they shouldn't smoke --

         22                 MR. HARDING: I understand.

         23                 COUNCIL MEMBER MICHELS: Then we are

         24  telling them they should smoke --

         25                 MR. HARDING: No, I want to be clear.
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          2  It is important, because you are not the first

          3  person that has asked that question, Council member.

          4                 There has nothing that is being used

          5  in this tobacco settlement which would do anything

          6  to encourage people to start or to continue smoking.

          7                 COUNCIL MEMBER MICHELS: Except for

          8  the fact that we give less money if they --

          9                 MR. HARDING: That's fine. But you

         10  have to understand that if this deal is consummated,

         11  the deal is consummated at a certain moment in time,

         12  and ratings will be established based on those

         13  guesses --

         14                 COUNCIL MEMBER MICHELS: Is it only

         15  based on the sale of tobacco? Or is it also based on

         16  the sale of -- Philip Morris, for instance, is in a

         17  lot of other industries.

         18                 MR. HARDING: It is based on the

         19  rating agency of that company, meaning Philip Morris

         20  Corporation, we use their ratings.

         21                 COUNCIL MEMBER MICHELS: Or all of

         22  these other corporations that they own, that the

         23  profits from that count also.

         24                 MR. HARDING: Just the tobacco portion

         25  of Philip Morris, they have their own rating. The
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          2  rating agencies rate that portion --

          3                 COUNCIL MEMBER MICHELS: So it is

          4  dependent on the sales of tobacco?

          5                 MR. HARDING: Oh, absolutely.

          6                 COUNCIL MEMBER MICHELS: Not on the

          7  other --

          8                 MR. HARDING: Right. So, if they eat

          9  more Fig Newtons it doesn't help the rating --

         10                 COUNCIL MEMBER MICHELS: Well, we

         11  would like them to eat more Fig Newtons and stop the

         12  smoking.

         13                 MR. HARDING: Right.

         14                 COUNCIL MEMBER MICHELS: Now, getting

         15  into the issue of the TEA 21 funding. My

         16  understanding of this is that it appears to be

         17  extremely unfavorable to the City of New York, as

         18  opposed to the ISTEA settlement.

         19                 In other words, there is going to be

         20  a $217 billion over six-year period, which is more

         21  than, 40 percent more than the ISTEA settlement, TEA

         22  funding.

         23                 MR. HARDING: Yes.

         24                 COUNCIL MEMBER MICHELS: What were the

         25  historic funding levels provided by ISTEA in the
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          2  City of New York?

          3                 And while you are getting the answer,

          4  I should remind people that this is our main source

          5  of transportation funding.

          6                 MR. HARDING: Transportation, right.

          7                 COUNCIL MEMBER MICHELS: For the

          8  subways, for the streets.

          9                 MR. HARDING: Would you like me to get

         10  back to you, rather than have somebody --

         11                 COUNCIL MEMBER MICHELS: No, I want to

         12  have some follow-up questions.

         13                 MR. HARDING: Okay.

         14                 COUNCIL MEMBER MICHELS: And maybe you

         15  can tell me how much TEA 21 funding in the City it

         16  is estimated we will receive this year?

         17                 MR. HARDING: We will get back to you.

         18                 COUNCIL MEMBER MICHELS: Okay, this is

         19  also very important.

         20                 And which projects will be affected

         21  by federal TEA 21 funding?

         22                 MR. HARDING: I will be happy to do

         23  that.

         24                 COUNCIL MEMBER MICHELS: Because as

         25  you know, and I am sure you will be informed, this
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          2  is no longer money that we get up front, this is a

          3  reimbursement --

          4                 MR. HARDING: A reimbursement, I am

          5  absolutely aware of that.

          6                 COUNCIL MEMBER MICHELS: And that we

          7  have to act in conjunction with other states, and

          8  this funding is extremely important to us, because I

          9  am sure there are billions of dollars we receive

         10  every year from the feds on this or will be

         11  receiving.

         12                 MR. HARDING: Okay.

         13                 COUNCIL MEMBER MICHELS: And that the

         14  answer is that if we don't have projects in the

         15  pipeline to be done, we are going to be losing out

         16  on this reimbursement because you have done away

         17  with the discretionary aspects of it.

         18                 MR. HARDING: I understand. We will

         19  get back to you.

         20                 COUNCIL MEMBER MICHELS: So what are

         21  you doing with respect to the -- if you cannot give

         22  me any specifics, what can you tell me about how you

         23  are handling this very important --

         24                 MR. HARDING: I will get back to you

         25  on the whole TEA and transportation issue.
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          2                 COUNCIL MEMBER MICHELS: Okay. When

          3  will that be?

          4                 MR. HARDING: We can do it today, if

          5  you like.

          6                 COUNCIL MEMBER MICHELS: Good, I would

          7  appreciate it. And I think it is something that we

          8  ought to report to the Committee.

          9                 MR. HARDING: Fine.

         10                 COUNCIL MEMBER MICHELS: It has to be

         11  reported to the Committee.

         12                 That's all, thank you. Second round,

         13  please.

         14                 CHAIRPERSON BERMAN: Thank you, Mr.

         15  Michels.

         16                 Ms. Wooten.

         17                 COUNCIL MEMBER WOOTEN: Good morining.

         18                 MR. HARDING: Good morning.

         19                 COUNCIL MEMBER WOOTEN: In fiscal year

         20  -- and I am relating to the Board of Education --

         21                 MR. HARDING: Yes.

         22                 COUNCIL MEMBER WOOTEN: -- 1998, the

         23  Board of Ed was allowed to roll over surpluses

         24  generated in that year and to the next fiscal year;

         25  will that take place again?
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          2                 MR. HARDING: The roll?

          3                 COUNCIL MEMBER WOOTEN: Yes, the

          4  rollover?

          5                 MR. HARDING: Yes, it is going to be

          6  116. It's 116 million roll from '99 to '00.

          7                 COUNCIL MEMBER WOOTEN: One-hundred

          8  and sixteen?

          9                 MR. HARDING: Yes, 116.

         10                 COUNCIL MEMBER WOOTEN: My other

         11  concern is that, I know over the years we fought so

         12  hard to get the state to reimburse us for funds that

         13  rightfully belong to the children of this City, not

         14  any individual person, for whatever reason.

         15                 MR. HARDING: I used to be involved in

         16  that fight.

         17                 COUNCIL MEMBER WATKINS: And we were

         18  successful, that is what we had made a very serious

         19  fight for it, and things were going to happen. But

         20  all of a sudden, how can we forgive someone for

         21  owing us money that belongs to the children of the

         22  City of New York, and in the same breath take it

         23  away? When I said take it away it was because I

         24  don't know if there was any dialogue between you and

         25  the state as it related to the article yesterday in
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          2  the paper on special education?

          3                 MR. HARDING: I think you are asking

          4  two questions. One you are asking --

          5                 COUNCIL MEMBER WOOTEN: I am trying to

          6  impact one on the other. I am trying to say you are

          7  taking it away from me, you are giving it to me -- I

          8  want you to give it to me because it is due to the

          9  children of the town, and in the same breath they

         10  are finding other means to take it away for whatever

         11  it is worth.

         12                 MR. HARDING: The advocacy that the

         13  City is using in Albany to get our 700 plus million

         14  dollars back of prior payables is an ongoing effort.

         15  I don't know if you are aware of this, but the City

         16  Comptroller has established I think a ten-year right

         17  off clock.

         18                 COUNCIL MEMBER WOOTEN: And I am very

         19  upset about that. And I will deal with that.

         20                 MR. HARDING: Okay.

         21                 This year's amount will be $38

         22  million, meaning following the Comptroller's

         23  guidelines. If we were to receive no money for the

         24  prior payable, we would have to write down $38

         25  million.
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          2                 The Governor's Executive Budget gives

          3  us $16 million, so we are short by definition $22

          4  million. We continue to ask the Governor to

          5  recognize those funds. He did his 30-day amendments

          6  last Friday, he didn't include it, now we will make

          7  that fight with the Legislature and have them put it

          8  in.

          9                 But as of Friday, I was on the phone

         10  with the Legislature again urging them to include

         11  those funds in the budget.

         12                 COUNCIL MEMBER WOOTEN: Even with the

         13  forgiveness of the $38.7 million, they owe us $900

         14  million.

         15                 MR. HARDING: I think that number is

         16  high, it is in the 700s. But the number, whether it

         17  is your number or our number, the number is high and

         18  is unacceptable at any level.

         19                 COUNCIL MEMBER WOOTEN: Whatever

         20  number it is we need it.

         21                 MR. HARDING: There is no dispute, and

         22  the City continues to advocate for those funds.

         23                 COUNCIL MEMBER WOOTEN: You know, I

         24  remember when nobody wanted to talk about how much

         25  was owed, but it is not owed to an individual person
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          2  to utilize for anybody's personal use or political

          3  use, it is due to the children of this City. And

          4  nobody else should utilize it for any other purpose,

          5  and that is the point I am trying to make.

          6                 I believe that since we argued so

          7  long and hard on that issue, and we now have numbers

          8  to substantiate it, I believe we should move

          9  forward.

         10                 MR. HARDING: We continue every day,

         11  Council Member, I want to assure you of that. Both

         12  the Mayor's --

         13                 COUNCIL MEMBER WOOTEN: Well, we are

         14  going to court for all other kinds of things to me

         15  that seem maybe not as important as this issue

         16  because we need the funds, and I am not advocating

         17  special ed, I have always said it should be looked

         18  at over and over again; however, you don't abruptly

         19  take the seats and say you have to stand up until we

         20  evaluate it, and give you a little bit of time to

         21  really move, you know, a step away from what we

         22  always felt was a little wasteful, but this is quite

         23  a blow when you talk in terms of the money that I

         24  read about yesterday.

         25                 MR. HARDING: Yes, I think the City,
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          2  interestingly enough I think this City has the

          3  greatest equity argument that it can make in Albany

          4  regarding special education, because I think over

          5  the last year to 18 months, the work that the

          6  Chancellor along with the Mayor have done, as far as

          7  with reducing special ed costs and heads, shows that

          8  it can be done if it is done in a careful and

          9  methodical way, and we will make that argument in

         10  Albany.

         11                 It can be done, it just can't be done

         12  in a year.

         13                 COUNCIL MEMBER WOOTEN: It is moving

         14  in an abrupt manner.

         15                 MR. HARDING: It is the difference

         16  between doing it and doing it correctly, and we want

         17  to make sure that it is done correctly.

         18                 COUNCIL MEMBER WOOTEN: Legitimately

         19  they can say that the federal government said we

         20  have to do this, but I think that maybe if they give

         21  us a little bit of that 9 million, we would be in

         22  the position to mainstream ourselves out of it.

         23                 MR. HARDING: Yes, I believe the

         24  threat from the federal government is legitimate,

         25  but if you compare the City's contribution to the
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          2  education system and the state contribution to the

          3  education system and juxtapose that to the federal

          4  contribution, I would like to have the federal

          5  government looking at our special ed program, and I

          6  would also like to see the federal government

          7  contributing something representing a fair share of

          8  money to the City of New York as well.

          9                 CHAIRPERSON BERMAN: One more

         10  question.

         11                 COUNCIL MEMBER WOOTEN: Just a short

         12  one.

         13                 The Board of Ed's hearing a couple of

         14  weeks ago had made reference to a shortfall, am I to

         15  understand because they are given an opportunity to

         16  roll over that 116 million, there need not be a

         17  shortfall in the Board's budget?

         18                 MR. HARDING: The only shortfall that

         19  I am aware, Council Member, is the amounts that were

         20  paid by the City for the EIT, the Excellence In

         21  Teaching, or TSA, Teachers Support Aid, I am not

         22  sure.

         23                 COUNCIL MEMBER WOOTEN: They were very

         24  important areas with the shortfall.

         25                 MR. HARDING: Yes.
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          2                 COUNCIL MEMBER WOOTEN: Will this 116

          3  million cover it?

          4                 You don't give them a stipulation on

          5  where the coverage -- when they roll it over, you

          6  don't tell them where it should be. They themselves

          7  make that identification?

          8                 MR. HARDING: No, those monies have

          9  been identified, and the only outstanding issue I

         10  think is the 62 or 63 million for the Teacher

         11  Support Aid that has to be paid.

         12                 COUNCIL MEMBER WOOTEN: But it doesn't

         13  impact on the 116?

         14                 MR. HARDING: No.

         15                 CHAIRPERSON BERMAN: Thank you, Ms.

         16  Wooten.

         17                 COUNCIL MEMBER WOOTEN: Would the 116

         18  cover it, if they decided that they would utilize it

         19  for that purpose?

         20                 MR. HARDING: No. The 116 has already

         21  been allocated.

         22                 COUNCIL MEMBER WOOTEN: So in other

         23  words it has already been done --

         24                 MR. HARDING: Yes, Council member.

         25                 COUNCIL MEMBER WOOTEN: Then we have
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          2  to go to court --

          3                 CHAIRPERSON BERMAN: Thank you, Ms.

          4  Wooten.

          5                 COUNCIL MEMBER WOOTEN: -- On that 900

          6  million that is owed by the state.

          7                 Thank you.

          8                 MR. HARDING: Thank you.

          9                 CHAIRPERSON BERMAN: Just as an aside,

         10  I mean shouldn't we be protecting our right

         11  commencing a proceeding to compel them to credit us

         12  with the money that is due us?

         13                 I mean, it may be naive politically

         14  --

         15                 MR. HARDING: No, it is not naive. You

         16  want to make sure that you have a legal basis for it

         17  and the City has been looking at that right now and,

         18  you know, somebody from the Law Department would be

         19  happy to, I volunteer their good will, somebody from

         20  the Law Department would be happy to come and

         21  explain to you what the legal theories are. I want

         22  to make it clear that we have taken a look at this,

         23  it is not as though this idea has not been thought

         24  of.

         25                 CHAIRPERSON BERMAN: Okay, Mr. Robles.

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

                                                            44

          1  OFFICE OF MANAGEMENT AND BUDGET

          2                 COUNCIL MEMBER ROBLES: Thank you, Mr.

          3  Chairman. Let me echo also all of my colleagues,

          4  since we are limited in time, just take that

          5  positively and so I congratulate you.

          6                 MR. HARDING: Thank you.

          7                 COUNCIL MEMBER ROBLES: Mr. Chairman

          8  and Mr. Budget Director, let me walk through this

          9  journey that I am really confused on as I listen to

         10  what is being proposed and what we have done in the

         11  past. We started last year with a budget that was

         12  passed, and from July until November nothing moved

         13  and we understood it.

         14                 There was a budget mod before us we

         15  passed which says whatever was held up, whatever we

         16  didn't do, whatever we did in June passed, we are

         17  now moving ahead. In this budget, or this hearing,

         18  takes everything, whatever we did, at least the

         19  Council out, yet we have another budget mod coming

         20  up before us, Mr. Chairman, and let me just share

         21  with you some of my concerns, in order for me to

         22  really understand what we do every time we pass a

         23  budget, and I think we have to stop publicly saying

         24  what we did if we don't follow through, that what we

         25  did we actually put into action.
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          2                 For example, in the Department of

          3  Health -- well, first of all, let me say this: I see

          4  a lot of per diem jobs, and I don't understand that,

          5  if we are hiring people per diem because there are

          6  needs, why per diem if there is a need to hire to do

          7  the services?

          8                 In the Department of Health, the Lead

          9  Poison Prevention Program, an area which is a debate

         10  here and in other committees too, it says that we

         11  are going to be putting in in a budget mod again

         12  121,000 plus because of a court mandate and we are

         13  supposed to hire or cover 16 per diem inspectors.

         14                 In the same breath, in this budget

         15  mod, which we also did in November, mind you, across

         16  the board accrued are 611,000, meaning that whatever

         17  the 121 that we did, we are taking away with

         18  611,000.

         19                 If you look at mental health for

         20  example, and let me add, the Speaker's Initiative,

         21  if you recall there is a Speaker's Initiative, right

         22  now that initiative, with all due respect, should be

         23  up and running, contracts should be signed, I am

         24  telling you that as of this moment there is no

         25  contract signed off and yet it seems that we had a
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          2  budget mod in November, and we have another budget

          3  mod coming up which does whatever we did.

          4                 In mental health, for example, we

          5  talk again mental health and across the board over

          6  $500,000 is being eliminated under this upcoming

          7  budget mod and it says because the CBOs did not

          8  execute the contract.

          9                 Well, what I need to know is, stop

         10  saying the CBOs, the fact is that we passed a

         11  budget, the City is supposed to then enter into

         12  contractual agreement with the community-based

         13  organizations, the asthma initiative is a good

         14  example, as Chairman of the Health Committee, as of

         15  this moment not one asthma initiative contract has

         16  been signed yet or registered.

         17                 So, I ask the question what is it we

         18  are doing? If we have an upcoming budget, yet, Mr.

         19  Budget Director, we passed the budget in June, we

         20  understood the scenario between July and November,

         21  but we had a budget mod in November that was

         22  supposed to take care of all, whatever dispute. Now

         23  we have another budget mod coming up, which takes

         24  out a lot of things we do.

         25                 Now we have this current Preliminary
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          2  Budget which says we are going to do (a) XYZ, so can

          3  you please help me in this journey, what is it we

          4  are really doing? What are we really committed to

          5  do? And when we do say we are going to put into the

          6  budget services of need, how do we monitor to make

          7  sure that what we agreed upon to do doesn't get

          8  wound up in a budget mod that takes away what we

          9  did, and now we are dealing with next year where I

         10  still don't know what we did in Fiscal '99.

         11                 MR. HARDING: Between June and

         12  November, as you recognized, many of the items that

         13  were contained in the actions of the Council from

         14  June were not implemented by the City of New York.

         15                 In November we established a budget

         16  mod which restored peace and tranquility between the

         17  executive and the legislative branches, that

         18  November mod did really two things; one, it allowed

         19  any funding that was done in June that was

         20  maintained to continue to be moved forward.

         21                 The other thing that it did was,

         22  since several months had gone by, in many instances

         23  what it did is it would do sort of in a prorata

         24  amount the annual appropriation.

         25                 Most of those items that were agreed
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          2  to in November, to my knowledge, have proceeded. If

          3  we kept it in the budget and people were submitting

          4  applications and contracts were going out and

          5  contracts were being executed, the money should have

          6  followed it.

          7                 COUNCIL MEMBER ROBLES: But --

          8                 MR. HARDING: If I just could for one

          9  second, Council Member?

         10                 COUNCIL MEMBER ROBLES: Yes.

         11                 MR. HARDING: If you have specific

         12  instances that you would like to discuss afterwards,

         13  give me a list.

         14                 COUNCIL MEMBER ROBLES: I will tell

         15  you what I would like to request of you --

         16                 MR. HARDING: But just to emphasize

         17  one thing so I am clear here, that those agreements

         18  speak to the incumbent fiscal year, and there has

         19  never been an agreement to take them beyond those.

         20                 COUNCIL MEMBER ROBLES: My problem,

         21  Mr. Chairman and Mr. Budget Director, and I will

         22  tell you what I want: In order for me to understand

         23  what we are going to do come June of this year for

         24  the Year 2000, I need to know what we did in the

         25  Fiscal Year '99. And I again want to point out that
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          2  between July and November no doubt nothing moved.

          3                 Mr. Chairman, I think that we should

          4  get a status report before we move on the FY 2000 to

          5  know what was it in the Fiscal Year '99 that we

          6  agreed upon, both the Administration and this

          7  Council. And I do say in the Health Committee, I

          8  will tell you that I am not aware as the Chairman of

          9  any asthma initiative to a CBO that currently is

         10  registered with the Comptroller's Office.

         11                 That action starts with the

         12  Administration, not with the Comptroller. He cannot

         13  register unless it happens.

         14                 So, perhaps, Mr. Chairman, can we get

         15  as we move to this process a status of all of the

         16  actions that we have done, November?

         17                 And again, I want to say, Mr.

         18  Chairman, there is an upcoming budget mod, that when

         19  I glanced through it, whatever we did in November,

         20  it again, for many instances, takes out what we did

         21  in November.

         22                 So, I need to see whatever we agreed

         23  in November, that there was action on the

         24  Administration in registering contracts, so that

         25  when I read that the community-based organizations
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          2  did not spend money because they didn't get their

          3  act together, if it was a CBO after the signed,

          4  sealed contract, there was no recourse but to back

          5  away. But when I hear within at least the Health

          6  Committee arena, that CBOs don't even have their

          7  contracts, then how can we say that they have not

          8  moved forward when we are eliminating staff

          9  positions because they didn't use the money, when

         10  the process starts at this end, not at the CBOs?

         11                 May I respectfully ask that, sir,

         12  before we finish with this FY 2000, so I know what

         13  we did in FY '99?

         14                 CHAIRPERSON BERMAN: It is a

         15  reasonable request, Mr. Robles. We will deal with

         16  it.

         17                 Ms. Eldridge.

         18                 COUNCIL MEMBER ELDRIDGE: Thank you.

         19                 Good morning.

         20                 MR. HARDING: Good morning.

         21                 COUNCIL MEMBER ELDRIDGE: I am

         22  interested in the headcount in the City. Can you

         23  tell me how many per diem employees there are?

         24                 MR. HARDING: I can give you that

         25  information and send that to you.
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          2                 COUNCIL MEMBER ELDRIDGE: There is no

          3  way of hearing that today?

          4                 MR. HARDING: There is no way of

          5  hearing it now. Whether I can get it to you after

          6  this hearing, I will see if I can do that.

          7                 COUNCIL MEMBER ELDRIDGE: The per diem

          8  employees are not counted in the headcount, right?

          9                 MR. HARDING: There is full-time

         10  headcount and there is per diem, those are two

         11  separate items.

         12                 COUNCIL MEMBER ELDRIDGE: And then

         13  there are some per diems that get benefits and some

         14  per diems who don't.

         15                 So, would you please give that to us

         16  in a breakdown?

         17                 MR. HARDING: I will.

         18                 COUNCIL MEMBER ELDRIDGE: I am also

         19  interested in the question of planning and policy

         20  and the reflection in the budget. The CCRB is

         21  scheduled in the Preliminary Budget for a budget cut

         22  of how much?

         23                 MR. HARDING: The CCRB is -- the only

         24  item reflected in the CCRB is $100,000. That is not

         25  a budget cut. What that is is they are going to
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          2  prepay some OTPS items this year and that item is

          3  reflected in 00's budget. Other than that there is

          4  no cut in the CCRB.

          5                 COUNCIL MEMBER ELDRIDGE: And

          6  originally they were cut like all other agencies,

          7  told to take the percentage cut?

          8                 MR. HARDING: If you are asking what

          9  is in the financial plan, what is in the financial

         10  plan is on item for $100,000 in 00. What that is, it

         11  has nothing to do with personal service. They have

         12  some money available now, some surplus funds, they

         13  are going to buy some items now, some OTPS items now

         14  that they had planned on buying next year.

         15                 COUNCIL MEMBER ELDRIDGE: And they

         16  were never asked to take a 1.3 million dollar cut?

         17                 MR. HARDING: It was their target,

         18  they didn't provide it and we didn't ask for it

         19  subsequent to that.

         20                 COUNCIL MEMBER ELDRIDGE: Pardon me?

         21                 MR. HARDING: They were part of the

         22  peg exercise like everybody else. Upon review of

         23  their submission and a part of policy decisions it

         24  was decided that it would not participate in the peg

         25  reduction program, as other agencies have.
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          2                 The policy of the City of New York as

          3  it relates to the financial plan is reflected in the

          4  document known as the Financial Plan. It is not

          5  reflected in peg letters that were never

          6  memorialized in the financial plan, if I am

          7  answering your question.

          8                 COUNCIL MEMBER ELDRIDGE: And the

          9  financial plan is the Preliminary Budget?

         10                 MR. HARDING: Yes.

         11                 COUNCIL MEMBER ELDRIDGE: And you have

         12  a cut but no increase.

         13                 MR. HARDING: I told you what the cut

         14  is --

         15                 COUNCIL MEMBER ELDRIDGE: Yes, I

         16  understand.

         17                 MR. HARDING: It is $100,000, I have

         18  told you what it is about.

         19                 COUNCIL MEMBER ELDRIDGE: How many

         20  employees do you have in OMB?

         21                 MR. HARDING: Two-hundred and seventy,

         22  280.

         23                 COUNCIL MEMBER ELDRIDGE: Because

         24  looking over the group that you have here, are these

         25  all of your employees?
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          2                 MR. HARDING: They look familiar, yes.

          3                 COUNCIL MEMBER ELDRIDGE: Is it the

          4  same composition for the rest of the agency? Can you

          5  give us the breakdown, the number of male, female

          6  and by race.

          7                 MR. HARDING: No, I can't.

          8                 COUNCIL MEMBER ELDRIDGE: Well, who

          9  could?

         10                 MR. HARDING: I don't know. I can't.

         11  Maybe Operations can.

         12                 COUNCIL MEMBER ELDRIDGE: Are you not

         13  the head of the Office of Management and Budget?

         14                 MR. HARDING: I am.

         15                 COUNCIL MEMBER ELDRIDGE: So, do you

         16  not have any contribution to any kind of equal

         17  opportunity or affirmative action or anything else?

         18                 I am interested in knowing how many

         19  women are on your staff and how many people of

         20  color?

         21                 MR. HARDING: At OMB?

         22                 COUNCIL MEMBER ELDRIDGE: Yes.

         23                 MR. HARDING: I'm sorry, I thought you

         24  meant Citywide.

         25                 COUNCIL MEMBER ELDRIDGE: No.
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          2                 MR. HARDING: Those figures exist and

          3  they are available and I will be happy to provide it

          4  to you.

          5                 COUNCIL MEMBER ELDRIDGE: So what I

          6  asked is if it is a similar breakdown to what you

          7  brought here, because this is a very male and it

          8  looks to me to be a pretty overwhelmingly white

          9  group of men.

         10                 MR. HARDING: I don't understand what

         11  you want me to do.

         12                 Do you want me to provide you

         13  information? I will.

         14                 COUNCIL MEMBER ELDRIDGE: Yes. I want

         15  to know how many women employees there are at OMB. I

         16  want to know the total number of employees on your

         17  staff, the number of women and the breakdown by

         18  race.

         19                 MR. HARDING: If it is available, I

         20  will provide it to you.

         21                 COUNCIL MEMBER ELDRIDGE: Okay?

         22                 MR. HARDING: Yes.

         23                 COUNCIL MEMBER ELDRIDGE: Thank you.

         24                 In the child care questions you have

         25  estimated a decline in state and federal aid, so
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          2  that the total amount of money for childcare -- what

          3  page am I on? I am sorry. The total childcare

          4  funding in ACD is proposed to decline by $40 million

          5  from the current modified budget. The decrease is

          6  attributable to the lower state and federal aid. The

          7  City funding is expected to increase. Can you

          8  explain exactly why you are estimating such a large

          9  decrease in State funds?

         10                 MR. HARDING: It is an initial review

         11  of what the state has provided. Those figures may be

         12  changed and monitored as the year progresses and

         13  they certainly will be different as the Executive

         14  Budget is put together.

         15                 We had this year the Mayor's

         16  Financial Plan and the Governor's Executive Budget

         17  sort of collided at the same time. The Governor came

         18  out --

         19                 COUNCIL MEMBER ELDRIDGE: So, we can

         20  expect to see a modification and a change in that

         21  area?

         22                 MR. HARDING: The word modification

         23  was not an appropriate word, because this was off

         24  the financial plan. For the incumbent year you

         25  might, for the 00 you would see a change in the
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          2  Executive Budget as we get further into detail, but

          3  the Financial Plan was released the day after the

          4  Governor's Executive Budget, which means as a matter

          5  of logistics we were doing it at the same time the

          6  Governor was, so we weren't privy to the documents

          7  and the items --

          8                 COUNCIL MEMBER ELDRIDGE: So, are you

          9  engaged, in your formal role are you lobbying and

         10  what is the Administration's lobbying effort with

         11  the state?

         12                 MR. HARDING: Less stellar than it was

         13  in years past.

         14                 COUNCIL MEMBER ELDRIDGE: Oh. Well,

         15  how can you accept that? Are you not pushing them?

         16                 MR. HARDING: Absolutely. Absolutely.

         17  Yes. And the block grant as well. And we have very

         18  serious concerns about the block grant. But as I

         19  said, there was just no way of knowing what was in

         20  there because the Governor was writing at the same

         21  time we were writing. Now that both documents have

         22  been released, the lobbying effort is going full

         23  forth.

         24                 COUNCIL MEMBER ELDRIDGE: Okay, thank

         25  you.
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          2                 MR. HARDING: You are welcome.

          3                 CHAIRPERSON BERMAN: Thank you, Ms.

          4  Eldridge.

          5                 Mr. Spigner.

          6                 COUNCIL MEMBER SPIGNER: Thank you,

          7  Mr. Chairman, Mr. Budget Director.

          8                 I understand that from the

          9  Preliminary there is going to be substantial tax

         10  cuts in the Executive Budget to be named later. I

         11  just might suggest that we use a good deal of -- be

         12  very prudent as to how we proceed. I recall our

         13  experience with the hotel tax, which our Mayor, on

         14  numerous occasions, has stated clearly is

         15  responsible for the tourist revitalization of New

         16  York City. I just don't know how accurate that is

         17  because vacancy rates are down but hotel rentals are

         18  sky high. So, whatever we reduced in sales tax in a

         19  lot of ways went into the pockets of the hotel

         20  operators. Not that that is bad, I mean they have a

         21  right to make a living as well, but I don't think

         22  that by reducing the hotel tax was the major

         23  contributor to the boom in tourism because those

         24  rates exceeded substantially what they were when

         25  including the 21 percent.

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

                                                            59

          1  OFFICE OF MANAGEMENT AND BUDGET

          2                 Now, as it relates to the --

          3                 MR. HARDING: Do you want me to

          4  respond to that?

          5                 COUNCIL MEMBER SPIGNER: Surely.

          6                 MR. HARDING: There are two things you

          7  need to keep in mind as you are reviewing those

          8  figures. The first thing is that to the extent that

          9  the rates for hotels have increased over the last

         10  several years since the reduction in the tax, and

         11  you correctly point out, that means that the hotel

         12  owners, the owners of these hotels get to keep it,

         13  they don't have to turn it over to the City of New

         14  York, you are seeing in addition to the construction

         15  of new hotels, you are seeing the rehabbing of many

         16  of the hotels in the City of New York, they now have

         17  funds available to do rehab. That is issue one.

         18                 Issue two, one of the things that the

         19  conventioneers that did business in the City of New

         20  York did when the state and the City raised the

         21  hotel occupancy tax is, they basically stopped doing

         22  business or threatened to stop doing business in the

         23  City of New York.

         24                 Conventions are generally booked one

         25  to three years ahead of time, so you are starting to
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          2  see the the undoing of that --

          3                 COUNCIL MEMBER SPIGNER: I am not

          4  opposed to the tax cuts, but I don't think that in

          5  and of itself -- and I suggest that we use this

          6  experience as we go forward in reducing other taxes.

          7                 As it relates to the City's

          8  disposition of the vacant lots, which has caused so

          9  much controversy in recent days, do we have a plan

         10  for utilization, an RFP, developers plan, as opposed

         11  to selling to the highest bidder?

         12                 MR. HARDING: Are you talking about

         13  the disposal on the in rem properties?

         14                 COUNCIL MEMBER SPIGNER: Yes, property

         15  that has been taken by the City for failure of the

         16  owner to pay, which are empty lots.

         17                 COUNCIL MEMBER STABILE: I think my

         18  Council colleague is talking about the gardens.

         19                 COUNCIL MEMBER SPIGNER: Is that where

         20  they are? Okay.

         21                 MR. HARDING: I believe we are

         22  auctioning them.

         23                 COUNCIL MEMBER SPIGNER: You are

         24  auctioning to the highest bidder.

         25                 MR. HARDING: I think auctioning means
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          2  to the highest bidder.

          3                 COUNCIL MEMBER SPIGNER: But I also

          4  suggest, our experience through the auctioning to

          5  the highest bidder has not always been the best. It

          6  has not always been the best.

          7                 A lot of times people get caught up

          8  in the enthusiasm of the auction process and they

          9  bid beyond what realistically represents the

         10  potential of a piece of property. I think in this

         11  case, especially where there is so much controversy

         12  and community tax to these various properties, that

         13  a development, a planned development process ought

         14  to be entered into with a prospective developer

         15  submitting proposals to the appropriate City agency

         16  so that these properties would be compatible with

         17  the existing community as opposed to the highest

         18  bidder trying to extract maximum property and

         19  further exacerbating an already troublesome

         20  situation.

         21                 MR. HARDING: I understand what you

         22  are saying. This is something that you can obviously

         23  take up with Commissioner Roberts. But I believe,

         24  and I am sure your legal staff can confirm it for

         25  you, I don't know that we can do this in any other
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          2  way other than the bidding process, I think we are

          3  bound by the Charter to do that.

          4                 If we are going to engage in this

          5  activity, I think we are bound to do it in an

          6  auction process. The lawyers can have a discussion

          7  about that.

          8                 COUNCIL MEMBER SPIGNER: Our lawyers

          9  can have it together.

         10                 MR. HARDING: Sure.

         11                 COUNCIL MEMBER SPIGNER: If we work

         12  toward what represents good public policy, sometimes

         13  it works that way as well, doesn't it?

         14                 MR. HARDING: It is a happy conclusion

         15  when those two things hit at the same time.

         16                 COUNCIL MEMBER SPIGNER: Okay, thank

         17  you.

         18                 CHAIRPERSON BERMAN: Thank you, Mr.

         19  Spigner.

         20                 Council Member Boyland.

         21                 COUNCIL MEMBER BOYLAND: Thank you,

         22  Mr. Chairman.

         23                 I just have a question to piggy-back

         24  off of Councilman Robles' question.

         25                 I was asking about --
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          2                 MR. HARDING: I am having a bit of

          3  trouble hearing you, Council member, I am sorry.

          4                 COUNCIL MEMBER BOYLAND: I need to

          5  know a few things about HHC, and their role.

          6                 MR. HARDING: Yes.

          7                 COUNCIL MEMBER BOYLAND: We know that

          8  there are severe cuts that are proposed in terms of

          9  malpractice insurance and self-fund labor

         10  settlements and also in Medicaid. With the uninsured

         11  rate rising to 1.0 million people within New York

         12  City, how do we propose to take care of these

         13  balances? Does the City foresee its role in

         14  subsidizing our public hospitals? I know Council

         15  Member Clarke is here and we deal with Kings County

         16  and all of the City hospitals. Can you sort of

         17  predict, if you may, on how we are going to --

         18  figure out how we are going to deal with this issue

         19  when it comes down the line?

         20                 MR. HARDING: Sure. The self-funding

         21  of the med mal piece I read in the newspapers but it

         22  is not in the financial plan. So, unless the

         23  newspapers are going to put together the Executive

         24  Budget, I haven't seen that.

         25                 I believe the Chairman of HHC is
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          2  thinking about it. I have not seen the proposal, his

          3  office has not formally presented it to us yet, so I

          4  don't know what the quid pro quo is for his assuming

          5  his own med mal payments. It would be helpful for

          6  his interest and for our interest if we were to get

          7  some modicum of tort reform out of all, but that

          8  could reduce it.

          9                 And HHC, interestingly enough, when

         10  you look at the issue of tort reform, HHC could

         11  probably be the prime beneficiary of tort reform by

         12  just doing a very little thing, which is instead of

         13  having these cases adjudicated in State Supreme

         14  Court, have them adjudicated in the Court of Claims,

         15  like cases against the State of New York are

         16  adjudicated.

         17                 That would not take a constitutional

         18  amendment. It would have no -- you wouldn't

         19  necessarily, like we are with the other tort reform

         20  proposals, have to put any statutory cap on pain and

         21  suffering, and special damage threshold, anything

         22  like that, and I guarantee you that the amount that

         23  HHC pays would be dramatically increased.

         24                 We may very well continue to pursue

         25  in Albany the Dishmax (phonetic) legislation that we
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          2  had. As you know, we had a proposal which passed

          3  both houses of the legislature late last year and

          4  then earlier, I guess it was at the end of '98,

          5  maybe December, the Governor vetoed that. The fact

          6  that he vetoed that I don't believe precludes us

          7  from going back and asking them to do it again.

          8  Maybe we can make a better case this time and see if

          9  we can get it. That would represent about $50

         10  million for HHC. So those are the items that we are

         11  presently looking at.

         12                 COUNCIL MEMBER BOYLAND: We are very

         13  concerned with hospitals like Kings County and City

         14  hospitals where they are going to stand, what they

         15  are going to have to stand on pretty soon in terms

         16  of Medicaid dollars that are coming down, the

         17  uninsured people that walk into the hospitals, is

         18  there going to be a balance at some point, or will

         19  they be turning away people that do not have health

         20  insurance?

         21                 MR. HARDING: No. No.

         22                 COUNCIL MEMBER BOYLAND: Okay, thank

         23  you very much.

         24                 MR. HARDING: We have never done that.

         25                 CHAIRPERSON BERMAN: Thank you, Ms.
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          2  Boyland.

          3                 Ms. Clarke.

          4                 COUNCIL MEMBER CLARKE: Thank you very

          5  much, Mr. Chairman.

          6                 Mr. Director, I want to go back to

          7  the tobacco settlement.

          8                 MR. HARDING: Certainly.

          9                 COUNCIL MEMBER CLARKE: And what you

         10  have projected to do with it.

         11                 It is my assumption that because the

         12  settlement has been the work of many of the people

         13  in health care as a first cut, do you have a

         14  projection of any of the tobacco settlement being

         15  used for health care, period? Whether it has to do

         16  with asthma, because that is lung, cancer which is

         17  lung disease, but in particular for our young people

         18  who find it hard to find health care; is there a

         19  combination in terms of your projected look at what

         20  the settlement means to the City of New York?

         21                 MR. HARDING: Are you asking do we

         22  have any money in the plan for that? In the

         23  Financial Plan?

         24                 COUNCIL MEMBER CLARKE: Yes. For the

         25  settlement I hear of the bonds that are going to be,
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          2  that you may build schools with it; I just want to

          3  know, will any of that money go toward health care,

          4  period?

          5                 MR. HARDING: Yes, $60 million over

          6  the life of the plan, meaning $15 million a year

          7  times four.

          8                 COUNCIL MEMBER CLARKE: That is over

          9  what period of time?

         10                 MR. HARDING: $15 million a year each

         11  year for four years, a total of $60 million.

         12                 COUNCIL MEMBER CLARKE: And will the

         13  $15 million, have you decided how that will be used?

         14                 MR. HARDING: No, we have not. We have

         15  not.

         16                 COUNCIL MEMBER CLARKE: Will you be

         17  helping to direct how that may be used?

         18                 MR. HARDING: The Commissioner of

         19  Health will make that decision.

         20                 COUNCIL MEMBER CLARKE: Okay. So, no

         21  recommendation comes from you.

         22                 MR. HARDING: Neal Cohen.

         23                 COUNCIL MEMBER CLARKE: As chair of

         24  Mental Health and a member of Health --

         25                 COUNCIL MEMBER ROBLES: It is better

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

                                                            68

          1  OFFICE OF MANAGEMENT AND BUDGET

          2  to ask the question and not pass the buck to the

          3  Budget Director --

          4                 COUNCIL MEMBER CLARKE: All right.

          5                 CHAIRPERSON BERMAN: Can we direct the

          6  questions, please.

          7                 COUNCIL MEMBER CLARK: And then for

          8  HHC, as you know we have been fighting to keep HHC

          9  alive and well, if not healthy, and so I wanted to

         10  know whether there is any new way of putting some

         11  more money in HHC for needed care, especially for

         12  the uninsured and underinsured, one, but are you now

         13  going to have a different way at how you pay for

         14  City employees who use the public hospitals, whether

         15  they be members of the uniformed force that for

         16  several years you have not paid for?

         17                 MR. HARDING: I am advised we now pay

         18  for that.

         19                 COUNCIL MEMBER CLARKE: Can you give

         20  us a rate so we can look for it and know how it is

         21  projected in the budget?

         22                 MR. HARDING: We will get you the

         23  numbers, sure.

         24                 COUNCIL MEMBER CLARKE: All right.

         25  Would you have it come through the Chair of Health,
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          2  Victor Robles?

          3                 MR. HARDING: We will follow whatever

          4  protocols you dictate or are appropriate.

          5                 COUNCIL MEMBER CLARKE: Thank you very

          6  much.

          7                 CHAIRPERSON BERMAN: Thank you, Ms.

          8  Clarke.

          9                 Council Member Golden.

         10                 COUNCIL MEMBER GOLDEN: Thank you, Mr.

         11  Chair.

         12                 CHAIRPERSON BERMAN: You are welcome,

         13  Mr. Golden.

         14                 COUNCIL MEMBER GOLDEN: Good morning.

         15                 MR. HARDING: Good morning.

         16                 COUNCIL MEMBER GOLDEN: Backing up on

         17  a question on Gardens. I met with some developers

         18  and some of the developers have I guess built

         19  several hundred units for low-income housing and are

         20  looking to do, I would imagine in zoning, variance

         21  changes, with commercial on the ground floor, and

         22  some of them are looking at doing charter schools on

         23  the first two floors and housing on the floors

         24  above. Has the City of New York sat down and met

         25  with any of these developers?
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          2                 MR. HARDING: I can't speak to that.

          3  That might be an issue for the Housing Commissioner.

          4                 COUNCIL MEMBER GOLDEN: You don't know

          5  anything?

          6                 MR. HARDING: I don't, no.

          7                 COUNCIL MEMBER GOLDEN: Thank you.

          8                 It was interesting to find out that

          9  they had already built several hundred units for

         10  low-income housing, and that they were about to

         11  build several hundred more units starting in March

         12  in the east side of Manhattan there, which I know we

         13  need a lot of housing.

         14                 The pegs that we were talking about

         15  earlier, are most of the different DOT, NYPD, are

         16  they adhering to the peg reduction?

         17                 MR. HARDING: Are you talking about

         18  for the incumbent fiscal year?

         19                 COUNCIL MEMBER GOLDEN: Correct.

         20                 MR. HARDING: Yes.

         21                 COUNCIL MEMBER GOLDEN: And there is

         22  no reason for the tax revenues, sales tax I believe,

         23  you have no reason to believe that is going to be

         24  any different in March, and the personal income tax

         25  is going to be --
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          2                 MR. HARDING: I believe the estimates

          3  that we gave were sound. If we have to adjust them

          4  we will.

          5                 COUNCIL MEMBER GOLDEN: And you

          6  continue to see them rise, you don't see any --

          7                 MR. HARDING: Now we are going to

          8  start to see the projections, we are going to see

          9  them level off a bit.

         10                 COUNCIL MEMBER GOLDEN: Level off a

         11  bit.

         12                 MR. HARDING: Yes, sir.

         13                 COUNCIL MEMBER GOLDEN: And the end of

         14  the year do you see any change in the economy?

         15                 MR. HARDING: Oh, absolutely. We

         16  predict some decline. For example, if you look at

         17  the amount we assume which is I guess the best

         18  bellwether, the amounts we assume for Wall Street

         19  profitability, in the incumbent fiscal year we

         20  assumed 8 and a half billion and for the next year

         21  and the next three years we are assuming $5 billion.

         22  So we are making some serious projections downward.

         23                 COUNCIL MEMBER GOLDEN: Thank you.

         24                 MR. HARDING: Thank you, Councilman.

         25                 CHAIRPERSON BERMAN: Thank you, Mr.
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          2  Golden.

          3                 Council Member Stabile.

          4                 COUNCIL MEMBER STABILE: Thank you,

          5  Mr. Chairman.

          6                 CHAIRPERSON BERMAN: You are welcome,

          7  Mr. Stabile.

          8                 COUNCIL MEMBER STABILE: I apologize

          9  for being late.

         10                 How are you doing?

         11                 MR. HARDING: I am well, thank you.

         12                 COUNCIL MEMBER STABILE: Okay.

         13                 I have a question to ask you.

         14                 CHAIRPERSON BERMAN: Your time expired

         15  with all the niceties.

         16                 COUNCIL MEMBER STABILE: I am not

         17  surprised, being a Republican. I am not surprised.

         18                 MR. HARDING: He is getting me ready

         19  for round two I think.

         20                 COUNCIL MEMBER STABILE: The question

         21  I would like to touch on is the DWI, confiscating

         22  the cars and for revenue.

         23                 MR. HARDING: Yes.

         24                 COUNCIL MEMBER STABILE: When we first

         25  had a briefing on it we stated that the revenue was
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          2  going into general funds; is that correct?

          3                 MR. HARDING: Absolutely.

          4                 COUNCIL MEMBER STABILE: In your

          5  general funds, are we earmarking this DWI money? It

          6  is just a question I need clarified. Are we

          7  earmarking any of the DWI money that is being

          8  collected on the cars and whatever we do? Are we

          9  earmarking any for any drunken driver education

         10  programs?

         11                 MR. HARDING: No. We are not doing

         12  that.

         13                 COUNCIL MEMBER STABILE: You are not

         14  doing that?

         15                 MR. HARDING: No.

         16                 COUNCIL MEMBER STABILE: Okay.

         17                 So after we take the cars the money

         18  will go into the general fund and be used as general

         19  funds for the City of New York?

         20                 MR. HARDING: Yes. I mean the amount

         21  that would be generated by that or not is not as

         22  great as one would think. I mean, depending on how

         23  many cars --

         24                 COUNCIL MEMBER STABILE: How expensive

         25  the cars are.
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          2                 MR. HARDING: Yes, and also you have

          3  to understand that a lot of the cars, particularly

          4  probably the cars with the most value will either be

          5  leased, in which case we return them to the --

          6                 COUNCIL MEMBER STABILE: So you don't

          7  see a tremendous amount of income coming out of

          8  this?

          9                 MR. HARDING: Maybe $2 million, if

         10  this thing is fully drawn out.

         11                 COUNCIL MEMBER STABILE: Okay, good.

         12  Thank you.

         13                 CHAIRPERSON BERMAN: We are going back

         14  now to the second round and we will start with Mr.

         15  Leffler.

         16                 Mr. Leffler, you have a reduced time

         17  on the second round.

         18                 COUNCIL MEMBER LEFFLER: Right. Thank

         19  you.

         20                 Mr. Golden on my left has spoken to

         21  you about pegs in the current year. That is not my

         22  understanding of where we are with a number of major

         23  agencies.

         24                 I mean, take a look at overtime in

         25  the Police Department, I think it is running at a
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          2  rate of close to $1 million a year. The Times, the

          3  New York Times did an article about a couple of

          4  weeks ago, it is like second highest overtime for

          5  the Police Department ever.

          6                 The Fire Department here has a

          7  restoration of a peg that you sought to get from the

          8  Fire Department. Has OMB basically allowed these

          9  major agencies to just operate to the best that they

         10  can because it is a lot of money?

         11                 MR. HARDING: No.

         12                 COUNCIL MEMBER LEFFLER: How should we

         13  understand the Police Department then incurring

         14  overtime of close to $150 million?

         15                 I mean, when you said to Mr. Golden

         16  we are pretty much in accordance with the peg, $150

         17  million in overtime --

         18                 MR. HARDING: We have reflected any

         19  increase that needs to be included either in the

         20  November mod that you already enacted. We have shown

         21  them in the Financial Plan and we have a mod coming

         22  up over the next week or two.

         23                 COUNCIL MEMBER LEFFLER: But that is

         24  easy to do in a year when you are rolling over $1.1

         25  billion into the next fiscal year. The question
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          2  really --

          3                 MR. HARDING: 1.6.

          4                 COUNCIL MEMBER LEFFLER: Well, but

          5  then you are prepaying $350 million for the

          6  following year so the net is about 1.1 plus.

          7                 But the real question it seems to me

          8  is, does it make sense to try to impose reasonable

          9  cost controls?

         10                 MR. HARDING: Yes.

         11                 COUNCIL MEMBER LEFFLER: Well, why do

         12  we have such enormous --

         13                 MR. HARDING: Because the management

         14  of the Police Department in large measure is left to

         15  the Police Department, and I think that their record

         16  speaks for itself, and as long as --

         17                 COUNCIL MEMBER LEFFLER: That is

         18  exactly the point their record speaks for itself and

         19  what it says is overtime if left to them is going to

         20  be exceedingly heavy, and you know, three years from

         21  now we may not have the same --

         22                 MR. HARDING: Well, the Police

         23  Department is paying for initiatives such as the

         24  drug initiative which has resulted in some overtime

         25  increases. There are event overtimes that are
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          2  increasing, arrests are at their highest level and

          3  the arrest to overtime that is associated with that.

          4  So, you can --

          5                 COUNCIL MEMBER LEFFLER: Are you --

          6                 MR. HARDING: Go ahead.

          7                 COUNCIL MEMBER LEFFLER: Are you

          8  basically leaving it up to them to manage --

          9                 MR. HARDING: No. We manage, you know,

         10  the M in OMB stands for Management, we manage the

         11  Police Department overtime, but to the extent that

         12  the overtime is higher than anticipated, they have

         13  legitimate substantial results to show that the

         14  money is being well spent. Crime is going down and

         15  continues to go down, and if any of that is

         16  attributable to overtime going up, well then one is

         17  going to have to weigh those two decisions and make

         18  --

         19                 COUNCIL MEMBER LEFFLER: Well, it

         20  seems to me we need a more precise view of each

         21  individual item of overtime rather than to say crime

         22  is going down so everything is okay.

         23                 MR. HARDING: I didn't say that.

         24                 COUNCIL MEMBER LEFFLER: Right.

         25                 MR. HARDING: I didn't say that. I
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          2  identified several areas where overtime money is

          3  being done. I identified arrest overtime, I

          4  identified the drug enforcement overtime. There have

          5  been more events that have occurred this year,

          6  special events that have occurred in past year, more

          7  of them have occurred on weekends than on weekdays,

          8  weekend overtime is more expensive than weekends,

          9  than weekday overtime. So, I am not eschewing any

         10  authority that this office has to oversee the Police

         11  Department's overtime.

         12                 What I am saying is that when you

         13  look at those facts, plus the results that the

         14  Police Department have brought to bear, we are doing

         15  what we can to control it.

         16                 COUNCIL MEMBER LEFFLER: I think you

         17  could do more to control it.

         18                 MR. HARDING: Fine.

         19                 COUNCIL MEMBER LEFFLER: Newsday had

         20  an article a couple of days ago with respect to

         21  staffing for the Year 2000 problem in the Police

         22  Department and they said that 82 --

         23                 CHAIRPERSON BERMAN: Mr. Leffler,

         24  would you wrap the question, please?

         25                 COUNCIL MEMBER LEFFLER: Yes.
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          2                 They said 82 or 83 of the 85

          3  positions in the technical service unit were police

          4  officers who were, you know, making a lot of

          5  overtime now. Even though the City Comptroller's

          6  Office had suggested civilianizing all of those

          7  positions.

          8                 The overtime that is accruing is

          9  basically going to be funding increased pensions for

         10  decades and decades and literally generations to

         11  come.

         12                 CHAIRPERSON BERMAN: Mr. Leffler, your

         13  question.

         14                 COUNCIL MEMBER LEFFLER: Going on to

         15  civilianization, we asked the Police Department and

         16  have not yet gotten, a list of civilianizable

         17  positions in the Police Department. Have you gotten

         18  the list of civilianizable positions from the Police

         19  Department? And can you share it with us so that we

         20  can try to make strides in the next.

         21                 MR. HARDING: Well, we have the Cops

         22  More Program, the part of the federal crime bill

         23  program, the Cops More, which is to civilianize 500

         24  people.

         25                 COUNCIL MEMBER LEFFLER: Right.
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          2                 MR. HARDING: Are you interested in

          3  more than that, or are you --

          4                 CHAIRPERSON BERMAN: No, I think Mr.

          5  Leffer asked for the full civilianization roster.

          6                 COUNCIL MEMBER LEFFLER: Commissioner

          7  Safir specifically said to us when he came before

          8  the Public Safety Committee on December 10th that

          9  there were 900 positions that were civilianizable in

         10  the Police Department. We asked for a listing of

         11  civilianizable positions, we haven't yet gotten it,

         12  but it seems to me if the Commissioner is saying

         13  that 900 can be civilianized, and the City

         14  Comptroller or the State Comptroller have all

         15  pointed out additional possibilities for

         16  civilianization --

         17                 CHAIRPERSON BERMAN: Mr. Harding, do

         18  you in fact have that?

         19                 MR. HARDING: I will take a look to

         20  see what information we have about the

         21  civilianizable people at the Police Department.

         22                 CHAIRPERSON BERMAN: Apparently the

         23  Commissioner testified there were about 900

         24  possibilities.

         25                 MR. HARDING: We will take a look at
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          2  it.

          3                 I am aware of the 500. If there are

          4  400 additional, we will take a look at it.

          5                 CHAIRPERSON BERMAN: Thank you.

          6                 Okay, thank you, Mr. Leffler.

          7                 Mr. Michels.

          8                 COUNCIL MEMBER MICHELS: Yes.

          9                 COUNCIL MEMBER LEFFLER: Round three.

         10                 COUNCIL MEMBER MICHELS: Yes, Mr.

         11  Director, I am going to ask you three questions and

         12  then you can take your time answering the questions.

         13  It is on various subjects, okay?

         14                 MR. HARDING: Okay.

         15                 COUNCIL MEMBER MICHELS: With respect

         16  to libraries, you are proposing the library system

         17  be reduced by $38 million citywide through cuts in

         18  the materials budget.

         19                 The materials budget Citywide do not

         20  total 38 million. How does OMB expect the libraries

         21  to absorb this cut without reducing days of service?

         22                 MR. HARDING: The total cut for --

         23                 COUNCIL MEMBER MICHELS: $38 million.

         24                 MR. HARDING: Okay, do you want to ask

         25  the three and then I will respond?
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          2                 COUNCIL MEMBER MICHELS: The next one

          3  is with the Housing, Preservation and Development.

          4  On February 7th of this year, New York Times article

          5  about housing in the City, Mayor Giuliani is quoted

          6  as saying, "There is a lot of inspections being

          7  done, but the enforcement mechanisms are not taking

          8  place. That is the place where the changes have to

          9  be made."

         10                 What code enforcement changes are

         11  being proposed in the Fiscal 2000 budget, the

         12  Preliminary Budget, other than the elimination of

         13  the City Council's $2.7 million enhancement for code

         14  inspections?

         15                 And finally, if you can solve a

         16  dilemma for me, with respect to SCRIE, the Senior

         17  Citizens Rent Increase Exemption. The estimate of

         18  the cost of seniors in the Rent Increase Exemption

         19  for Fiscal Year '99 is $51 million, and slightly

         20  more than $50 million for the remainder of the plan

         21  period. Yet, the number of participants has

         22  increased more than $10,000 since Fiscal Year '95

         23  when the cost of SCRIE was $56 million; can you

         24  explain that to me? Maybe there is some mistake

         25  there, but those are the three questions.

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

                                                            83

          1  OFFICE OF MANAGEMENT AND BUDGET

          2                 MR. HARDING: Okay. The library, the

          3  total cut is 37 and half, $37.7 million. What we

          4  have asked for is a private/public matching program

          5  where the libraries would raise $10 million and the

          6  City would provide an additional $10 million of the

          7  cut. So if you were to add the $20 million back into

          8  the library system, the total cut would be $17.7

          9  million. So that cut assumes that there would be a

         10  restoration of $10 million.

         11                 COUNCIL MEMBER MICHELS: How do you

         12  envision the program being implemented?

         13                 MR. HARDING: The libraries would

         14  enter into a program of raising money or generating

         15  revenues within their facilities in order to

         16  generate the $10 million --

         17                 COUNCIL MEMBER MICHELS: This is the

         18  branch libraries?

         19                 MR. HARDING: Yes, sure.

         20                 COUNCIL MEMBER MICHELS: And they can

         21  get it from their own districts?

         22                 MR. HARDING: They can get it from

         23  wherever they want. There is no geographic

         24  restriction on it.

         25                 The SCRIE Program, why are we showing
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          2  less SCRIE? I will get back to you on that.

          3                 COUNCIL MEMBER MICHELS: And what

          4  about the HPD? How do you reconcile the Mayor's

          5  statement with what you are doing?

          6                 MR. HARDING: The code inspectors are

          7  not the panacea that I believe most people think

          8  they are.

          9                 COUNCIL MEMBER MICHELS: How are you

         10  expecting to have enforcement without code

         11  inspectors?

         12                 MR. HARDING: Because the enforcement

         13  mechanism that exists under the present law --

         14                 COUNCIL MEMBER MICHELS: The present

         15  existence is self-certification. We have had

         16  hearings that show at least a third of those

         17  self-certifications are false. It doesn't work.

         18  Everybody admits it doesn't work. But do you have

         19  another means of enforcement?

         20                 MR. HARDING: Absolutely.

         21                 COUNCIL MEMBER MICHELS: I want to

         22  know what they are.

         23                 MR. HARDING: Make the judgments that

         24  are due lienable against somebody's real estate tax

         25  so that you would have an incentive for the person
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          2  that has received the judgment to pay them.

          3                 Right now the incentive for a person

          4  who has an outstanding violation against them to pay

          5  their outstanding fees is non-existent. You can just

          6  paper your wall in large measure with them.

          7                 What you do is, you make the fines

          8  that are owed to the City of New York lienable

          9  against somebody's real estate taxes, then there is

         10  an absolute incentive to pay the bills or the

         11  property has suffered the risk of being foreclosed.

         12  That would take action by the State Legislature,

         13  which we have been trying to get for a number of

         14  years.

         15                 You know, enforcement, Council

         16  member, if I might, is really two things: One is, it

         17  is recognizing that there is a problem with some

         18  code regulation, but the second thing is to ensure

         19  that the code is corrected. If you just cite

         20  violations, you have done nothing to enhance the

         21  structure.

         22                 COUNCIL MEMBER MICHELS: You are

         23  absolutely right.

         24                 CHAIRPERSON BERMAN: Mr. Michels, wrap

         25  the question, please.
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          2                 COUNCIL MEMBER MICHELS: Yes. The

          3  answer is, number one, you need inspectors and you

          4  need lawyers to enforce it. You need inspectors to

          5  show that the violations have not been cured, and

          6  you need lawyers to go into civil court to get those

          7  fines and collect those fines. Both places you are

          8  cutting. You are cutting your housing enforcement,

          9  your inspectors and you are cutting back on your

         10  lawyers, so therefore there is nothing --

         11                 MR. HARDING: I would be happy to

         12  spend some time with you and show you what could be

         13  accomplished.

         14                 COUNCIL MEMBER MICHELS: I would love

         15  to sit down with you and give you a reality check so

         16  perhaps we can work together to make sure that it

         17  will happen, what you want to happen.

         18                 Thank you.

         19                 CHAIRPERSON BERMAN: I am delighted

         20  that both of you gentlemen are happy.

         21                 You should know, Mr. Harding, that I

         22  am advised that the New York Public Library now

         23  raises about $100 million a year, and I don't think

         24  that the other libraries have an ability to be able

         25  to raise the kind of money that, over and above the
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          2  amount that they are currently required to raise.

          3  But this is the debate that will ensue in the next

          4  several months.

          5                 MR. HARDING: I am happy to discuss

          6  it.

          7                 CHAIRPERSON BERMAN: Okay. Ms.

          8  Eldridge -- I am sorry, Mr. Robles.

          9                 COUNCIL MEMBER ROBLES: Thank you, Mr.

         10  Chairman.

         11                 Mr. Budget Director, I want to make

         12  sure for the record I understand what Council Member

         13  Clarke asked you.

         14                 Fifteen-million dollars in the

         15  Preliminary Budget, of which I do find within the

         16  Department of Health new initiative proposed

         17  increases, and it talks about the 15 million.

         18                 MR. HARDING: Yes.

         19                 COUNCIL MEMBER ROBLES: Clearly it

         20  also says that this initiative will be used for

         21  anti-smoking education and cancer and respiratory

         22  disease control and outreach programs.

         23                 MR. HARDING: Yes.

         24                 COUNCIL MEMBER ROBLES: What it

         25  doesn't have is a specific spending plan.
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          2                 MR. HARDING: That's right.

          3                 COUNCIL MEMBER ROBLES: So that when

          4  Commissioner Neal Cohen comes before my Committee

          5  and this Committee on the FY 2000 plan, he will come

          6  prepared to discuss, since we are talking about

          7  putting together the budget as we move ahead to

          8  adopt it in June; is that -- what I don't want to

          9  see is what happened in the past, Mr. Budget

         10  Director, in all due respect to you.

         11                 After you the Commissioner comes and

         12  we ask the question and all of a sudden they refer

         13  it to OMB. Or they refer it to somebody else and

         14  unfortunately they have come and gone.

         15                 So, I want to make sure that I

         16  understand what you are saying to Council Member

         17  Clarke.

         18                 Are you saying to us and to the Chair

         19  of both the Finance and the Health Committee, when

         20  Neal Cohen comes next week, that when we discuss the

         21  $15 million, he is prepared to not only say what

         22  programs he has already defined, but how in the plan

         23  we are going to spend it; is that what I am hearing?

         24                 MR. HARDING: No.

         25                 COUNCIL MEMBER ROBLES: Oh. So then
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          2  why should I vote for or be part of a $15 million

          3  appropriation of funds when nobody seems to know how

          4  we are going to spend it?

          5                 MR. HARDING: Because you don't vote

          6  on the Financial Plan, you vote on an Executive

          7  Budget. By the time the Executive Budget is

          8  submitted, Dr. Cohen working with Dr. Gil and other

          9  people in the Administration will have a program for

         10  which you would have the opportunity to look at it

         11  and decide whether you would like to vote for it or

         12  not.

         13                 COUNCIL MEMBER ROBLES: Okay. So,

         14  again, I don't expect to get anything out of Neal

         15  Cohen --

         16                 MR. HARDING: I am not a surety for

         17  Mr. Cohen, I mean he may have ideas that he would

         18  like to share with you.

         19                 What I would say is that the attempt

         20  here was to show that there would be money dedicated

         21  outside of these tobacco bonds for specific

         22  health-related programs. Because it's the Financial

         23  Plan, the important thing was to identify those

         24  sources of funds. By the time Exec comes you will

         25  see specific appropriations within that 15, but
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          2  maybe Dr. Cohen has specific items now he would like

          3  to discuss.

          4                 COUNCIL MEMBER ROBLES: Now, quickly

          5  on the settlement money, in regards to what the

          6  number is, is there in the settlement any mandate

          7  that says you must spend it on health care?

          8                 MR. HARDING: No, that was asked and

          9  answered earlier today.

         10                 CHAIRPERSON BERMAN: Thank you, Mr.

         11  Robles.

         12                 Ms. Eldridge, now is your time.

         13                 COUNCIL MEMBER ELDRIDGE: Thank you.

         14                 When you give us the breakdown of

         15  personnel on your agency, will you also include

         16  managerial and non-managerial and break it down that

         17  way?

         18                 MR. HARDING: If I can, yes.

         19                 COUNCIL MEMBER ELDRIDGE: Well, I

         20  think you have to, don't you? I mean, can't you do

         21  that?

         22                 MR. HARDING: I will find out if I

         23  have to or not.

         24                 COUNCIL MEMBER ELDRIDGE: All right,

         25  that's great. That's cooperative.
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          2                 We recently learned that the Mayor

          3  chose to decline to participate in food stamp labor,

          4  and that means that people who are on welfare and

          5  they haven't found a job within three months, at

          6  least I think that is what it means, if they haven't

          7  found a job within three months they are no longer

          8  eligible for food stamps for three years; is that

          9  right?

         10                 MR. HARDING: I beg your pardon? Yes,

         11  HRA has a work requirement for people on food

         12  stamps, which I assume Commissioner Turner can

         13  explain to you.

         14                 COUNCIL MEMBER ELDRIDGE: But HRA

         15  already has a method of penalizing people who aren't

         16  finding jobs. This is a Mayoral decision, it seems

         17  to me, you don't have any comment about it? This is

         18  all Mr. Turner's?

         19                 MR. HARDING: Sure.

         20                 COUNCIL MEMBER ELDRIDGE: When you

         21  were discussing the hotel rates and you then cited

         22  as an example the many renovations that are

         23  occurring in the City to provide more modest hotel

         24  rates --

         25                 MR. HARDING: I didn't say that.
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          2                 COUNCIL MEMBER ELDRIDGE: Well, I

          3  think you implied -- you said that.

          4                 MR. HARDING: I didn't.

          5                 COUNCIL MEMBER ELDRIDGE: You said

          6  that there is now a lot of renovation or creation of

          7  more moderate priced hotels --

          8                 MR. HARDING: I did not say moderate

          9  priced hotels.

         10                 COUNCIL MEMBER ELDRIDGE: What did you

         11  say?

         12                 MR. HARDING: I said that there is

         13  money available by the owners of hotels now for

         14  renovation, that's what I said.

         15                 COUNCIL MEMBER ELDRIDGE: There is

         16  money available?

         17                 MR. HARDING: Yes.

         18                 COUNCIL MEMBER ELDRIDGE: To the

         19  owners?

         20                 MR. HARDING: Right. Pursuant to the

         21  rates that they now collect for renovation for

         22  hotels. I didn't use the word moderate. I wasn't

         23  testifying what they are doing with those hotels.

         24                 COUNCIL MEMBER ELDRIDGE: Well, the

         25  renovation of the hotels is causing a lot of us many
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          2  problems in the City and it fits into other policy,

          3  and one of that is the conversion of SROs and some

          4  of them are illegal conversions and SRO tenants are

          5  finding themselves without homes which will

          6  eventually make them homeless. But it seems to me

          7  that you are offering them an incentive; is that

          8  what you are saying?

          9                 MR. HARDING: No. No.

         10                 COUNCIL MEMBER ELDRIDGE: We are

         11  asking and need because of this renovation of

         12  buildings into hotels, we need increased legal

         13  services instead of decreased legal services, and

         14  the decreased legal services, the number of

         15  inspectors that are needed because DOB is unable to

         16  send inspectors out on-site, and the rent subsidy

         17  programs increase in importance and those are all

         18  programs that are cut.

         19                 I mean, there is the phenomena,

         20  especially in Manhattan, I don't know about the rest

         21  of the City, where SRO buildings are being converted

         22  on en masse to hotels and where people are being

         23  harassed and evicted and forced to leave. They have

         24  no place to go and they have nobody to defend them.

         25  Or they have SRO Law Project on the east and west
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          2  side which the City Council funds and which is very

          3  overworked and stressed. So, it is an important

          4  dynamic that I think that the Mayor and OMB should

          5  be looking at.

          6                 When I first came into this Council,

          7  I can't let this go without having my ideological

          8  diatribe, but when I first came into this Council

          9  and it was poor Mayor Dinkins who was the Mayor, we

         10  beat up on his OMB people so much and on him for

         11  different programs, we have now been so worn down

         12  that we are listening to some of these things and

         13  asking questions and paying no attention to the

         14  relationship of policy to the budget and I am at a

         15  loss about it because I think this is just a cursory

         16  budget that offers us no indication of anything and

         17  that also really doesn't pay fundamental attention

         18  to the people of New York, and I just wanted to say

         19  it.

         20                 I have one other question.

         21                 CHAIRPERSON BERMAN: Final question,

         22  Ms. Eldridge.

         23                 COUNCIL MEMBER ELDRIDGE: Do you ever

         24  lump together the tax relief that you give to

         25  corporations; do you do that? Does the Finance
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          2  Department do that? Who does that? Where do we get

          3  the figures of the billions of dollars of tax

          4  abatements that are given, that EDC negotiates?

          5  Where does that come from? How do you track that?

          6                 MR. HARDING: Finance and EDC are the

          7  two appropriate places to look.

          8                 COUNCIL MEMBER ELDRIDGE: So you never

          9  look at that as a loss of possible income?

         10                 MR. HARDING: Those are the line

         11  agencies. I mean, to the extent that there would be

         12  a loss in revenue as a consequence of giving

         13  somebody an abatement, we obviously have those

         14  figures sure.

         15                 COUNCIL MEMBER ELDRIDGE: You would,

         16  so could you provide us with those figures? Because

         17  it seems to me real estate property taxes and other

         18  incentives that cut into possible revenues.

         19                 MR. HARDING: Real estate revenues.

         20  Both commercial and residential. It is published in

         21  a book, I will be happy to provide you --

         22                 COUNCIL MEMBER ELDRIDGE: I don't know

         23  the details of all of the -- I don't think any of us

         24  know the details of all of the incentive programs

         25  you give to corporations.
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          2                 MR. HARDING: I will give you the

          3  book.

          4                 COUNCIL MEMBER ELDRIDGE: I don't need

          5  the book. I want your breakdown. I am asking you a

          6  question. Do you list someplace revenue that could

          7  be expected but is not gotten?

          8                 MR. HARDING: It is part of a

          9  publication put out by Finance, I will send it to

         10  you. It should have the answers to your question, if

         11  it doesn't you can answer more questions and we will

         12  give you more answers.

         13                 COUNCIL MEMBER ELDRIDGE: Thank you.

         14                 MR. HARDING: You're welcome.

         15                 CHAIRPERSON BERMAN: Ms. Clarke.

         16                 COUNCIL MEMBER CLARKE: Thank you, Mr.

         17  Chairman.

         18                 This is probably a little bit off

         19  track, but I would like to ask you a question on an

         20  agency called Equal Employment Practices Commission.

         21                 MR. HARDING: Yes.

         22                 COUNCIL MEMBER CLARKE: It is my

         23  understanding that the agency, whether through

         24  neglect or through some plan to do away with it

         25  without letting us know had 12 employees, it is now
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          2  down to five. If you can give us a reason what

          3  dollars you have saved as a result of not having

          4  them staff up, or is it that OMB or the

          5  Administration feel that there is another agency

          6  that can do their work, should do their work and

          7  therefore you want it to die on the vine because 12

          8  employees in my mind was not a large cadre of

          9  employees, but from 12 to five seems to me as though

         10  whatever their mandate was, they can't fulfill that;

         11  so can you tell me?

         12                 MR. HARDING: I think what you are

         13  asking for is something that has taken place over a

         14  number of years and isn't reflected in this

         15  financial plan. The reduction of heads at that

         16  office has taken place over a number of years. I

         17  don't know that there is a reduction of heads in

         18  this financial plan, let me check it out and get

         19  back to you.

         20                 The 12 to five, I don't think we cut

         21  seven heads in this plan. Is that not correct?

         22                 COUNCIL MEMBER CLARKE: I know my

         23  colleague was just asking you about headcount in

         24  agencies, is this related to that? And I am just

         25  asking, does this agency have a real role to play in
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          2  government? And if so, what is their role and can

          3  five people do that?

          4                 They started out the Fiscal Year with

          5  12, they now have five, and in my mind it is either

          6  you want to do away with the agency, because it is

          7  my understanding that they have persons waiting to

          8  be employed and for whatever the reason is, they are

          9  not being processed, so I want to know.

         10                 MR. HARDING: Two points, and I will

         11  get back to you with some more detail.

         12                 Their authorized headcount is 12. If

         13  they have less than that, they have vacancies that

         14  have to be filled.

         15                 COUNCIL MEMBER CLARKE: Seven.

         16                 MR. HARDING: Secondly, that agency

         17  could not be defunded or deconstructed by act of a

         18  financial plan, I believe it is created pursuant to

         19  the Charter, so we wouldn't be able to do that

         20  absent legislation or Charter amendment.

         21                 But I will get you the details as to

         22  where they are, where they are at, with their

         23  authorized head, versus their present fill level and

         24  what is in the pipeline.

         25                 COUNCIL MEMBER CLARKE: Thank you very
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          2  much.

          3                 MR. HARDING: You are welcome.

          4                 COUNCIL MEMBER CLARKE: If you will

          5  send it to the Finance chair so that during budget

          6  we can figure out what the heck is happening? Since

          7  they are Charter mandated?

          8                 CHAIRPERSON BERMAN: That is always

          9  encouraging, if we can figure out what is happening.

         10                 Mr. Miller.

         11                 COUNCIL MEMBER MILLER: Thank you, Mr.

         12  Chairman.

         13                 CHAIRPERSON BERMAN: You are welcome,

         14  Mr. Miller.

         15                 COUNCIL MEMBER MILLER: In 1997 the

         16  Department of Transportation put out a report that

         17  said in black and white what I think a lot of New

         18  Yorkers know intuitively any time they ride any of

         19  our subways or trains or drive on our roads.

         20                 The report said that when it looked

         21  at the potential for job growth in the central

         22  business district, which they defined as something

         23  south of 59th Street, 59th Street and south in

         24  Manhattan, it said that when you looked at

         25  potentials for job growth in that area, the City was
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          2  pretty much bumping up against what is realistically

          3  possible, not from an economic point of view,

          4  because the report actually cited some other

          5  figures, I think there is a lot of hope in this City

          6  that we can continue job growth in Manhattan and all

          7  around the City. But from a transportation point of

          8  view, the report concluded that job growth simply

          9  wouldn't be possible beyond a ceiling which is

         10  perhaps just above where we are now. Perhaps we

         11  could grow another 100,000 jobs, perhaps maybe a

         12  little bit on one side or the other of that, but

         13  really we are pretty much reaching the end of our

         14  capacity, and the reason the report concluded that

         15  was because, what every New Yorker knows, you can't

         16  drive more cars into Manhattan during a business

         17  day, you can't get many more people on Path trains,

         18  existing Path trains, you can't get many more people

         19  on Metro North trains, you certainly can't get them

         20  on the subways.

         21                 So, what I am wondering is, what

         22  project does the Administration support and where in

         23  the budget is an economic and financial support for

         24  those projects to alleviate and enable Manhattan to

         25  continue to grow, or are we going to be content to
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          2  see job growth levels maybe do just a little bit

          3  better and then cap out the rest of the century to

          4  come, as it were.

          5                 MR. HARDING: I would be happy to

          6  provide you with a detailed breakdown. I mean, there

          7  is no large capital project, if that is what you are

          8  looking for in the financial plan which would speak

          9  to what you are talking about. One-hundred thousand

         10  jobs in that corridor is not an insignificant

         11  amount. We have a long ways to go to get it just in

         12  that specific amount, but certainly we want to

         13  encourage as many jobs in the City, within or

         14  without that specific corridor, as we can.

         15                 COUNCIL MEMBER MILLER: For example,

         16  the Second Avenue subway there is a bunch of

         17  different proposals that are --

         18                 MR. HARDING: I had a feeling you were

         19  going there.

         20                 COUNCIL MEMBER MILLER: Well, you

         21  know, I think you could certainly go there and then

         22  I think the tunnel under the Hudson has been being

         23  bounced around, direct access to Wall Street --

         24                 MR. HARDING: What is in the Exec

         25  remains to be seen, we have five or six weeks to
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          2  make that determination.

          3                 As far as capacity is concerned, I

          4  mean the subways are now -- I will provide you with

          5  the more specific details, but I mean since the

          6  enactment of One City One Fare, I mean we are seeing

          7  probably a million people more on the subways than

          8  we did before. I mean, we have a lot of people in

          9  there and it is doing what we can. That is a project

         10  that we shared with the State and with the MTA, you

         11  know we in large measure subsidized that program to

         12  get people into these corridors.

         13                 COUNCIL MEMBER MILLER: Right. Well,

         14  let me just say that I think that the time has come

         15  when we can't really take sort of a wait and see

         16  approach to what is going to happen and I think the

         17  City really needs to commit itself and this

         18  Administration and this Council needs to commit

         19  itself to deciding what projects we need to move

         20  forward on and then moving forward on them, whether

         21  it is the Second Avenue Subway or whether it is

         22  another project, or more likely in order to actually

         23  accomplish what we need to accomplish in order to --

         24                 CHAIRPERSON BERMAN: Mr. Miller, wrap

         25  the question, please.
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          2                 COUNCIL MEMBER MILLER: I am working

          3  up to a question, thank you.

          4                 CHAIRPERSON BERMAN: Well, I know, but

          5  your time has expired.

          6                 COUNCIL MEMBER MILLER: My time has

          7  expired?

          8                 CHAIRPERSON BERMAN: Yes, sir.

          9                 COUNCIL MEMBER MILLER: All right. Let

         10  me just say that I think we need to commit ourselves

         11  to the proposals, and if I could just make one

         12  follow up point to what you said there. We are very

         13  pleased in this City to have One City One Fare. I

         14  would note that there is one place in this City

         15  which is -- there is only one place remaining that

         16  doesn't have One City One Fare and that is Roosevelt

         17  Island. The tram is perhaps the last transportation

         18  link in the City which does not have a One City One

         19  Fare policy and a transfer to other parts of our

         20  transportation infrastructure, and I think it is an

         21  island which has been overlooked by this

         22  Administration and by the Pataki Administration.

         23                 Particularly in this Financial Plan,

         24  this Administration has once again, for the last

         25  three years in a row, put in the budget elimination
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          2  of Sanitation service on the island of Roosevelt

          3  Island. I don't understand how it is that this

          4  administration could take the position that the

          5  people of Roosevelt Island don't deserve sanitation

          6  service, perhaps you can enlighten me.

          7                 CHAIRPERSON BERMAN: Mr. Miller, I

          8  mean does not Staten Island also have additional

          9  fare?

         10                 MR. HARDING: Yes, it is not an

         11  elimination of sanitation services. It is an

         12  elimination of an enhanced sanitation service. I

         13  mean, there is still sanitation service provided on

         14  Roosevelt Island.

         15                 COUNCIL MEMBER MILLER: Just to

         16  enlighten you, there are no sanitation services

         17  being provided on Roosevelt Island in the regular

         18  form that sanitation services are provided.

         19                 MR. HARDING: I understand that.

         20                 COUNCIL MEMBER MILLER: I don't see

         21  anywhere -- in order to do sanitation services on

         22  Roosevelt Island, there is no storage facility in

         23  any of the buildings because it is a planned

         24  community, as was planned by the City and the State

         25  jointly as part of a release which goes back almost
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          2  --

          3                 CHAIRPERSON BERMAN: Mr. Miller, may I

          4  suggest that maybe for the sake of time that Mr.

          5  Harding, at the conclusion of his testimony, can

          6  spend a moment with you and he can pursue this.

          7                 COUNCIL MEMBER MILLER: You are such a

          8  matchmaker, Herb. Sure.

          9                 CHAIRPERSON BERMAN: Well, with term

         10  limits looming, I have to develop another vocation.

         11                 Okay, I am going to exert now the

         12  prerogatives of the chair so there will be very,

         13  very brief questions, and if they are not brief, I

         14  will cut off the question.

         15                 Mr. Leffler, you have a brief

         16  question.

         17                 COUNCIL MEMBER LEFFLER: Right,

         18  multi-part question.

         19                 CHAIRPERSON BERMAN: Mr. Leffler, you

         20  are challenging my statements. Please don't.

         21                 COUNCIL MEMBER LEFFLER: First the

         22  sale of the Coliseum is anticipated in this with the

         23  funds used to support ongoing expense. How can that

         24  be done consistent with good accounting?

         25                 MR. HARDING: Your facts --
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          2                 COUNCIL MEMBER LEFFLER: They are not

          3  correct?

          4                 MR. HARDING: No, they are not. The

          5  proceeds of the sale of the Coliseum are used to

          6  fund the budget stabilization account in the

          7  outyear. You will see a proceed of 345 and you will

          8  see that exactly matches the budget stabilization

          9  account in the next year. There is no use of that

         10  money in the 00 budget for expense.

         11                 I would be happy to point it out to

         12  you.

         13                 COUNCIL MEMBER LEFFLER: In the Year

         14  2001?

         15                 MR. HARDING: Right.

         16                 COUNCIL MEMBER LEFFLER: And arrest

         17  processing funds is an area where the District

         18  Attorneys have always asked us to provide for some

         19  stability and budgeting, but I can see there is no

         20  funding here --

         21                 CHAIRPERSON BERMAN: Mr. Leffler, you

         22  are editorializing. Ask your question.

         23                 COUNCIL MEMBER LEFFLER: You know, I

         24  think it is good to explain it to the new Budget

         25  Director.
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          2                 Why are there no funds provided for

          3  arrest processing in the next fiscal year?

          4                 MR. HARDING: As I understand it, we

          5  are presently working with the five DAs on an arrest

          6  processing system and if that is done in time you

          7  will see it in the Exec for 00.

          8                 COUNCIL MEMBER LEFFLER: That has been

          9  worked on for years.

         10                 Third, labor productivity, what are

         11  your labor productivity initiatives here?

         12                 In the past we often had several

         13  hundred million dollars are being saved through a

         14  given labor productivity initiative, that seems to

         15  --

         16                 MR. HARDING: If there are items

         17  contained in the financial plan which were

         18  specifically identified for labor productivity, I

         19  will provide them to you.

         20                 COUNCIL MEMBER LEFFLER: I don't think

         21  there are, that's my point.

         22                 CHAIRPERSON BERMAN: Mr. Leffler, your

         23  last question.

         24                 COUNCIL MEMBER LEFFLER: And lastly, I

         25  think it should just be noted, shouldn't there be
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          2  some additional funding for youth services and

          3  culturals in a year where we are rolling over so

          4  much funding, rather than cutting from the current

          5  baseline?

          6                 CHAIRPERSON BERMAN: Are you asking

          7  for a yes or no?

          8                 MR. HARDING: I think that the

          9  financial plan speaks for itself in those regards.

         10  So, if you would like me to say more than what is in

         11  the financial plan, I am not going to right now.

         12                 CHAIRPERSON BERMAN: Okay, that's

         13  obviously the area of debate.

         14                 Okay, thank you, Mr. Leffler.

         15                 Mr. Michels, your brief question.

         16                 COUNCIL MEMBER MICHELS: Yes, the

         17  proposed budget of HRA and HPD include numerous

         18  cuts. Of the $6 million in City funds and $14

         19  million in state and federal cuts, these are cuts to

         20  anti-eviction and other legal services. The Council

         21  has informed the Administration that the

         22  Administration contends that these services are

         23  unnecessary and duplicative, and these functions

         24  should be performed by other existing programs. I

         25  don't know which programs they are. Can you please

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

                                                            109

          1  OFFICE OF MANAGEMENT AND BUDGET

          2  tell me which programs they are?

          3                 But let me ask you, as a Budget

          4  Director, what do you think of these actions that

          5  will put the City at fiscal risk? Don't you think

          6  this will put the City at fiscal risk by causing

          7  more homelessness and by depleting the stock of

          8  affordable housing and how we pay the increased

          9  social costs which will result in homelessness

         10  increases?

         11                 CHAIRPERSON BERMAN: Mr. Michels, do

         12  you expect an answer within the next two weeks or

         13  today?

         14                 COUNCIL MEMBER MICHELS: No, I expect

         15  an answer now.

         16                 MR. HARDING: I don't believe there is

         17  anything in the financial plan that puts the City at

         18  fiscal risk.

         19                 Answering your second question first,

         20  answering your first question second, the State --

         21                 COUNCIL MEMBER MICHELS: One --

         22                 MR. HARDING: I beg your pardon?

         23                 COUNCIL MEMBER MICHELS: One follows

         24  the other.

         25                 MR. HARDING: The State has a
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          2  segregated separate anti-eviction program, HRA has a

          3  legal assessment unit. There are legal assessment

          4  units at the job centers, DHS has a homeless

          5  diversion housing program, I believe there is also a

          6  Housing Court Diversion Program at DHS. I can

          7  provide you with a detailed list of what the

          8  programs are --

          9                 COUNCIL MEMBER MICHELS: Please, I

         10  would like to have that.

         11                 In other words, you don't think we

         12  are going to have more people evicted?

         13                 MR. HARDING: No. No. You have got

         14  other programs that exist which would supplant these

         15  and I would be happy to provide --

         16                 COUNCIL MEMBER MICHELS: And just a

         17  brief follow-up question.

         18                 We are providing for over 40,000 new

         19  police, 40,000 police, and the figures are going to

         20  be up to about 40,000 police, and I have been

         21  constantly told that the census in our precincts is

         22  low -- of cops in the precinct is lower. Can you

         23  tell me why this is?

         24                 MR. HARDING: That is an issue that

         25  you should discuss with the Police Commissioner, as
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          2  far as whether the use of police officers is best

          3  had at precincts or task forces or for initiatives

          4  other than discussions with the Police Commissioner.

          5                 COUNCIL MEMBER MICHELS: And OMB is

          6  not taking --

          7                 CHAIRPERSON BERMAN: That was your

          8  final question.

          9                 COUNCIL MEMBER MICHELS: OMB is not

         10  taking any position on this?

         11                 MR. HARDING: No.

         12                 COUNCIL MEMBER MICHELS: All right,

         13  thank you.

         14                 CHAIRPERSON BERMAN: Thank you, Mr.

         15  Michels.

         16                 Ms. Eldridge.

         17                 Mr. Eldridge, your brief opportunity.

         18  Do you want to waive your question?

         19                 COUNCIL MEMBER ELDRIDGE: My question

         20  is do you know who the Chairman of the Equal

         21  Employment Practices Commission is?

         22                 MR. HARDING: I know the chairman had

         23  to resign for legal reasons. Whether there was a new

         24  chair appointed or not, I am unaware of it right

         25  now.
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          2                 COUNCIL MEMBER ELDRIDGE: Well, has

          3  that chairman resigned? Is there a vacancy there?

          4                 MR. HARDING: I assume he resigned.

          5                 Do you believe he is still serving?

          6                 COUNCIL MEMBER ELDRIDGE: Yes.

          7                 MR. HARDING: We will find out.

          8                 COUNCIL MEMBER ELDRIDGE: All right.

          9  So, I mean that helps to prove the effectiveness of

         10  it.

         11                 MR. HARDING: We will find out. There

         12  is an administrator, there is an Executive Director

         13  who acts obviously for the --

         14                 COUNCIL MEMBER ELDRIDGE: There is an

         15  executive director.

         16                 MR. HARDING: Sure.

         17                 COUNCIL MEMBER ELDRIDGE: But they

         18  have to get the Board together and the Board is --

         19                 MR. HARDING: If I am mistaken, I am

         20  mistaken.

         21                 COUNCIL MEMBER ELDRIDGE: All right.

         22                 There was a debate about the cut in

         23  the services, and I think there is no ability of

         24  these existing services with the existing amount of

         25  money to accept the increased load, which you and I
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          2  disagree with.

          3                 I mean, if the Housing Courts are so

          4  crowded and the people are losing cases, then there

          5  has to be more evictions, doesn't there?

          6                 MR. HARDING: Assuming that those

          7  facts are correct.

          8                 COUNCIL MEMBER ELDRIDGE: In the

          9  neighborhood that I represent, the people leaving

         10  SROs are increasing, they don't have places to live.

         11  So we can have that discussion.

         12                 MR. HARDING: Fine.

         13                 CHAIRPERSON BERMAN: All right, thank

         14  you. Ms. Eldridge.

         15                 Mr. Stabile.

         16                 COUNCIL MEMBER STABILE: One City One

         17  Fare; has the Department of Finance worked anything

         18  out with these private franchises, Green Bus Line,

         19  Triborough Coach, Jamaica Bus Services, to also

         20  include them on One City One Fare?

         21                 We did awhile back have something

         22  going on with Green Bus Line.

         23                 MR. HARDING: Yes, I think DOT is

         24  doing that, Council member, not Finance. I think

         25  they are included in that program.
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          2                 COUNCIL MEMBER STABILE: Okay. And on

          3  sanitation, not to disagree with my colleague, there

          4  are two or three other locations throughout the City

          5  of New York that the garbage is picked up, brought

          6  to a location and then picked up by sanitation by

          7  private carters or private concerns. And what

          8  happens to be Breezy Point Long Island, Breezy

          9  Point, Queens, and also Roxbury Queens, and both the

         10  same thing.

         11                 COUNCIL MEMBER MILLER: It's great,

         12  and I will bet they are still in the budget.

         13                 COUNCIL MEMBER STABILE: Thank you.

         14                 CHAIRPERSON BERMAN: Thank you, Mr.

         15  Stabile.

         16                 Mr. Miller.

         17                 COUNCIL MEMBER MILLER: What plans

         18  does the Administration develop to eliminate the

         19  disparity in the property tax burden between class 2

         20  and class 1? Given the fact that there is a report

         21  which has been due for I think a couple of years now

         22  to bring disparity to an end.

         23                 MR. HARDING: The Co-op Condo Tax

         24  Abatement Program expires in June of this year I

         25  believe. It is hoped that there will be a report in
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          2  place within a reasonable period of time so we can

          3  make a determination how we should proceed, as far

          4  as the renewal of that program is concerned.

          5                 The initial enactment of that

          6  legislation was premised on trying to lessen the

          7  disparity. The Financial Plan does include that

          8  program continuing at the dollar level. Whether it

          9  continues at the abatement level for each particular

         10  unit in each particular part of the City is to be

         11  determined, but we are anticipating the same level

         12  of subsidies overall.

         13                 COUNCIL MEMBER MILLER: Just for next

         14  year?

         15                 MR. HARDING: No. Throughout the life

         16  of the Financial Plan.

         17                 COUNCIL MEMBER MILLER: So you are

         18  anticipating that the report, the plan --

         19                 MR. HARDING: I am anticipating a

         20  decision will be made soon so that we can proceed in

         21  Albany and decide whether to renew it in its present

         22  construct or to make any other changes.

         23                 COUNCIL MEMBER MILLER: Okay, and in

         24  the --

         25                 CHAIRPERSON BERMAN: The last
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          2  question, Mr. Miller.

          3                 COUNCIL MEMBER MILLER: Thank you, Mr.

          4  Chairman.

          5                 In the financial plan you have

          6  eliminated the $350 million from arbitration for the

          7  Port Authority for next year's --

          8                 MR. HARDING: We rolled it --

          9                 COUNCIL MEMBER MILLER: And rolled it

         10  into the final year, and if it has been dropped,

         11  though, from where it has been, the 350 to 210, what

         12  is the reason for that $140 million difference?

         13                 MR. HARDING: There was 140 in the

         14  baseline, you add the 210, you are back to the

         15  original 250. We are still anticipating the same

         16  amount. If you add those two figures together, you

         17  will get to 350.

         18                 COUNCIL MEMBER MILLER: I will check

         19  it. Thank you.

         20                 MR. HARDING: Okay.

         21                 CHAIRPERSON BERMAN: All right, I have

         22  two very brief questions.

         23                 Our report indicates to us that the

         24  franchise fees at the Fulton Fish Market have

         25  declined by $1.3 million; do you know the reason for
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          2  that?

          3                 Are you aware of this?

          4                 MR. HARDING: I will check it out, Mr.

          5  Chairman, and get back to you.

          6                 CHAIRPERSON BERMAN: Please give us

          7  the information.

          8                 MR. HARDING: I will get you the

          9  information.

         10                 CHAIRPERSON BERMAN: The other

         11  question is that 45 percent of the proposed capital

         12  budget is going to non-City-owned -- not 45 percent.

         13  Forty-five percent of the capital budget of the

         14  Department of Cultural Affairs is allocated to

         15  non-City-owned cultural institutions. Despite the

         16  fact that many of our City cultural group

         17  institutions are starving for capital dollars. Is it

         18  your intention to supplement the capital budget for

         19  the City-owned capital requirements? Or is this

         20  going to remain as is?

         21                 MR. HARDING: I believe it is planned

         22  to remain as is right now.

         23                 CHAIRPERSON BERMAN: Okay, that is

         24  going to certainly be a problem.

         25                 All right, thank you very much, Mr.
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          2  Harding. I appreciate the time for you and your

          3  staff.

          4                 MR. HARDING: Thank you.

          5                 CHAIRPERSON BERMAN: This session of

          6  the Preliminary Budget Hearings are now concluded.

          7                 We will proceed now, after a

          8  five-minute haitus, with the Department of Finance.

          9                 (Hearing concluded at 12:15 p.m.)
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