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          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON BERMAN: I would

          3  appreciate it if the staff would arrange to have

          4  someone from the Speaker's Office call the various

          5  members to find out what their estimated time of

          6  arrival is. So, would someone from the Finance

          7  Division go downstairs and ask them to do that?

          8                 Who is going to testify on the peg

          9  issue? Mark, is that you? You and Haeda? Will the

         10  members of the Finance staff who are going to

         11  testify please come forward and identify yourselves.

         12                 MR. YOUNG: Mark Young, City Council

         13  Finance Division.

         14                 MS. MIHALTSES: Haeda Mihaltses, City

         15  Council Finance.

         16                 MS. MEARA: Karen Meara, City Council

         17  Finance.

         18                 CHAIRPERSON BERMAN: Before we start,

         19  Cheech, I want to welcome you back from your

         20  honeymoon. I want to tell you that everybody said

         21  that you look particularly tired and worn out, which

         22  bodes well for your honeymoon. But welcome back,

         23  Cheech. I don't want to hurt you, but the City

         24  functioned without you.

         25                 Okay, we have before us a report on
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          2  the peg reduction program. My colleagues, for those

          3  of you who may remember or seek to want to remember,

          4  several months ago the Office of Management and

          5  Budget announced that they were no longer going to

          6  monitor the peg program that was enunciated by the

          7  Mayor.

          8                 At that time the Council indicated

          9  that we would carry on monitoring the peg program

         10  because of the various abilities that agate to us to

         11  measure the effectiveness of the program, the

         12  weaknesses of the program and what else had to be

         13  done to fulfill our commitment to maintain an

         14  appropriate peg program.

         15                 No sooner did we announce that we

         16  were going to continue to do it, nevertheless, that

         17  OMB did announce that they would -- that they

         18  changed their mind and they were going to continue

         19  the peg program, monitoring that they previously

         20  performed, but at that time we were already involved

         21  in the process so we decided to continue to do it,

         22  and the information enunciated by OMB is just a tool

         23  that we can utilize to determine our own, or arrive

         24  at our own conclusions.

         25                 Having said that, John Banks, you are
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          2  also going to testify?

          3                 MR. BANKS: Yes.

          4                 CHAIRPERSON BERMAN: So identify

          5  yourself.

          6                 MR. BANKS: I am going to do some

          7  overview. John Banks, City Council Finance, and then

          8  Mark, Karen and Haeda can answer any specific

          9  questions that the Committee members may have.

         10                 CHAIRPERSON BERMAN: All right, John.

         11  Then we are in a state of eager anticipation, if you

         12  would.

         13                 MR. BANKS: Well, then I will stop

         14  your desire to learn and give you some information.

         15                 CHAIRPERSON BERMAN: John, you have

         16  often stopped my learning desires.

         17                 MR. BANKS: Okay, you have three

         18  documents before you today, the one that I think we

         19  will spend a little time on real quickly is the

         20  highlights of the Citywide peg program.

         21                 The total value of the Citywide peg

         22  program, monitored by the City Council, is $889

         23  million. As of January '99, the City Council

         24  projects that $122.7 million of the peg program is

         25  at risk of failure. Meaning that for a variety of
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          2  reasons, based on our analysis of historical trends,

          3  information we have gained from advocates and from

          4  the Administration, we think that there is a

          5  potential that a gap of $122.7 million could

          6  potentially open up, based on our assessment at this

          7  time.

          8                 $381.8 million of the peg we believe

          9  is fully implemented and there is no risk of failure

         10  to that, or those particular pegs. Approximately

         11  $384.5 million of the peg while not yet implemented

         12  are likely to result in the savings identified.

         13                 Those were the three broad categories

         14  of the peg program. The greatest peg risk existed in

         15  the following agencies and you see the list there.

         16  The Police Department, approximately $30.6 million,

         17  the miscellaneous budget, $25.3 million, debt

         18  service $20 million, the Department of Sanitation

         19  $11.8 million, the Fire Department $11 million.

         20                 The single largest risk to the peg

         21  program comes in the general category of uniformed

         22  overtime spending. It accounts for approximately

         23  $60.5 million of the $122.7 million total peg risk.

         24                 Overtime, as you know, is

         25  historically something that is very difficult to
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          2  assess whether or not targets are going to be met,

          3  because there is a variety of things that can occur

          4  throughout the fiscal year that have an impact on

          5  overtime that you can't really anticipate when you

          6  are following up and monitoring it.

          7                 Because of that, I mean we pay

          8  particular attention to overtime as a peg risk. And

          9  traditionally if the pegs fail, during the fiscal

         10  year the Administration during the budget mod

         11  process will allocate additional resources to cover

         12  that peg, and attempt to come up with other

         13  reductions or funds from other either reductions or

         14  funds from other surpluses to cover the shortfall.

         15                 Other significant peg risks include

         16  the sale of mortgage assets for $20 million, the

         17  elimination of the City subsidy to Staten Island

         18  Rapid Transit of $11.3 million, FICA recovery is $5

         19  million, the assigned Council program $5 million,

         20  and the removal of covered organizations from

         21  collective bargaining is also at risk for $5

         22  million.

         23                 While these things are at this point

         24  in our opinion viewed to be risk, there is, you

         25  know, as we go through the Financial Plan and
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          2  through the rest of the Fiscal Year, the likelihood

          3  that the Administration will address any peg

          4  slippage with a budget mod. And we will address that

          5  budget mod when we get it.

          6                 So, if we go through the next

          7  document which is the Citywide peg program summary,

          8  we can go through those and if you have specific

          9  questions on any of those, staff here can answer

         10  those.

         11                 CHAIRPERSON BERMAN: All right, if I

         12  may, I do have some questions.

         13                 The sale of the mortgage assets, why

         14  do you believe that that is a risk? Is that because

         15  the price is uncertain?

         16                 MR. BANKS: Well, it is a general

         17  category that was included in the budget, and we

         18  don't know which asset the Administration is talking

         19  about when they talk of the sale of assets.

         20                 So, without having some clear

         21  understanding of particular assets the

         22  Administration is pushing for sale, we assume that,

         23  you know, there is some slippage.

         24                 CHAIRPERSON BERMAN: So, in other

         25  words, it could be the Seventh Avenue Subway, we
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          2  don't know what it is?

          3                 MR. BANKS: Exactly.

          4                 There is some reasonableness behind

          5  the proposals that the Administration has on the

          6  table, but without any clear analysis.

          7                 CHAIRPERSON BERMAN: Has there been

          8  any discussion whatsoever as to what assets

          9  potentially are available for sale?

         10                 MR. BANKS: Typically the

         11  Administration put together a laundry list.

         12                 Mark, do you want to add something?

         13                 MR. YOUNG: If I could add one thing.

         14  These asset sales on mortgage asset sales, they are

         15  mortgages, City mortgages on properties, as opposed

         16  to sales of physical structures.

         17                 CHAIRPERSON BERMAN: Can you cite an

         18  example of one for the Committee?

         19                 MR. YOUNG: Well, I mean, it would be,

         20  for example, if you have City-owned buildings I

         21  believe that are occupied, you know, City-owned

         22  buildings that are occupied in various incentive

         23  programs, they would be the type of thing where the

         24  City would have a mortgage on, just mortgage of

         25  various City office properties.

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

                                                            10

          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON BERMAN: Well, let's take,

          3  for example, 250 Broadway where we have offices, or

          4  253 Broadway where you guys have yours. 250 is a

          5  privately-owned building, why would the City have a

          6  mortgage on either one of those buildings?

          7                 MR. YOUNG: Well, 250 is not obviously

          8  City-owned, but if 253, for example, I mean in the

          9  initial purchase, if the full purchase price wasn't

         10  paid, I believe --

         11                 CHAIRPERSON BERMAN: You mean if it

         12  came back as a purchase money mortgage?

         13                 MR. YOUNG: Correct. The City would

         14  have taken a mortgage on the purchase and then over

         15  time the point now is that the favorable interest

         16  rates, et cetera would produce a situation where a

         17  resale of the mortgage up front would provide some

         18  initial savings within the City budget.

         19                 CHAIRPERSON BERMAN: Okay.

         20                 Now, the paraprofessional reduction,

         21  is the $7 million amount as a consequence of the

         22  fact that this Council initiative was not to be

         23  initiated until six months of the year had gone by?

         24                 MR. BANKS: I'm not sure -- as you

         25  know, when we adopted the budget back in June, one
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          2  of the items that we had suggested was $7 million to

          3  try to address class sizes, and when we progressed

          4  through the year, since the program had not been

          5  implemented prior to the start of the school year --

          6                 CHAIRPERSON BERMAN: It was too late

          7  to hire people --

          8                 MR. BANKS: Exactly.

          9                 CHAIRPERSON BERMAN: Okay.

         10                 MR. BANKS: So, in the negotiations

         11  over the modification, this became a peg and since

         12  the money was removed from the Board the peg became

         13  implemented.

         14                 CHAIRPERSON BERMAN: In the course of

         15  your negotiations has OMB indicated that they will

         16  agree that this matter will be funded for the next

         17  fiscal year?

         18                 MR. BANKS: OMB has not agreed to

         19  that. I have had conversations with the Deputy

         20  Chancellor and they have indicated to me that in

         21  fact they will fund it internally.

         22                 CHAIRPERSON BERMAN: All right.

         23                 Then I assume the same thing would

         24  apply to the geographic materials reduction?

         25                 MR. BANKS: That's correct.
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          2                 MS. MIHALTSES: And the classroom

          3  furniture.

          4                 CHAIRPERSON BERMAN: And the Council

          5  Initiative?

          6                 MR. BANKS: Yes. All three of those.

          7                 CHAIRPERSON BERMAN: Although, I mean

          8  we could still proceed with the geographic materials

          9  purchases, and by the time it is delivered, it would

         10  probably be available for the next fiscal year. This

         11  is the materials, right?

         12                 MR. BANKS: Right.

         13                 CHAIRPERSON BERMAN:  It is not

         14  staff.

         15                 MS. MIHALTSES: No, it's maps and --

         16                 CHAIRPERSON BERMAN: So why don't we

         17  go ahead and spend that money now?

         18                 MR. BANKS: Well, the Board has

         19  committed to spending it, therefore the funds that

         20  the Council allocated back in June aren't necessary

         21  to be allocated to the Board. The Board has a huge

         22  surplus likely for the end of this Fiscal Year.

         23  Through those resources, that is how they will pay

         24  for it.

         25                 CHAIRPERSON BERMAN: Okay.
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          2                 The elimination of the City

          3  substitute is Staten Island Rapid Transit.

          4                 MR. BANKS: Yes. On that particular

          5  item, the Administration's executive budget proposed

          6  eliminating the $11 million from the City subsidy to

          7  SURTOA. As we progressed through the fiscal year,

          8  the money came out of the subsidy, so that the peg

          9  technically was implemented initially. However,

         10  during our conversations with OMB at the November

         11  Budget Modification, they indicated that they would

         12  in fact probably restore this cut to SURTOA in the

         13  January Plan, and therefore that savings anticipated

         14  will no longer be valid.

         15                 CHAIRPERSON BERMAN: So that is the

         16  risk?

         17                 MR. BANKS: Exactly.

         18                 CHAIRPERSON BERMAN: How about the

         19  assigned Council Program?

         20                 MR. BANKS: As you know, one of the

         21  cuts that the Council proposed when we did our own

         22  budget and passed back in June was a reduction to

         23  the assigned Council program. The assigned Council

         24  funding and spending has been exploding over the

         25  last few years, and since there aren't, or we felt
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          2  not sufficient controls on the spending, it would be

          3  appropriate to move a portion of the funds for the

          4  assigned Council.

          5                 The Administration, while at this

          6  point not restoring the peg, has indicated the

          7  likelihood to us that they will not meet this target

          8  and therefore a need will be generated of $5

          9  million.

         10                 CHAIRPERSON BERMAN: All right, now,

         11  finally, the removal of the covered organization

         12  collective bargaining?

         13                 MR. BANKS: This is a major concern to

         14  the Council members.

         15                 CHAIRPERSON BERMAN: Yes. I mean, my

         16  recollection is that we made a major issue over that

         17  during the November plan particularly as it applied

         18  to CUNY.

         19                 MR. BANKS: That's correct.

         20                 CHAIRPERSON BERMAN: Now, they are now

         21  removing this money? Is that the Council's opinion?

         22                 MR. BANKS: No. What is actually

         23  happening with this is, the funds have not been

         24  allocated to CUNY and FIT. We have argued strongly

         25  for restoration of removal of this fund. The
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          2  Administration back in November and the Council, we

          3  couldn't close on the issue, so we left it open for

          4  further discussion in January, therefore it remains

          5  at risk.

          6                 CHAIRPERSON BERMAN: Have discussions

          7  begun?

          8                 MR. BANKS: We have had informal

          9  discussions, nothing formal.

         10                 CHAIRPERSON BERMAN: Okay. I will tell

         11  you that it has become a serious issue, so we have

         12  to relate to it.

         13                 Mr. Robles.

         14                 COUNCIL MEMBER ROBLES: Thank you, Mr.

         15  Chairman.

         16                 John, let's go to the -- it is not

         17  numbered, but I am referring to the Department of

         18  Health where you have here State optional services,

         19  the core services. Now, this is an issue that we

         20  have been discussing for quite some time and it says

         21  high risk. The question is: This has not happened

         22  yet, has it?

         23                 MR. BANKS: That's correct.

         24                 COUNCIL MEMBER ROBLES: And how long

         25  have we been pursuing this?
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          2                 MR. BANKS: Just a second.

          3                 Approximately a year. I think last

          4  year during the Preliminary Budget we raised this

          5  issue.

          6                 COUNCIL MEMBER ROBLES: And last year

          7  it didn't happen, correct?

          8                 MR. BANKS: Correct.

          9                 COUNCIL MEMBER ROBLES: What makes

         10  this year different from last year, which we are

         11  saying the same thing?

         12                 MR. BANKS: Nothing makes it

         13  different, that is why we consider it a risk.

         14                 COUNCIL MEMBER ROBLES: So that if in

         15  the event as we move, and I want to make sure I

         16  understand this, as we move through the process, the

         17  budget process, and the impression I am getting is

         18  the plan, it again puts into place this notion and,

         19  again, if we do get it from the state, then clearly

         20  that is helpful to us.

         21                 Unfortunately that has not happened.

         22                 MR. BANKS: That's correct.

         23                 COUNCIL MEMBER ROBLES: The dollar

         24  amount is a large amount that are core services

         25  being provided by the Department of Health, so that
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          2  if it doesn't happen, that means as we move toward

          3  the budget, we once again have to address this

          4  issue, correct?

          5                 MR. BANKS: That is absolutely

          6  correct.

          7                 COUNCIL MEMBER ROBLES: So, Mr.

          8  Chairman, my question is, and I appreciate this

          9  oversight hearing, these areas that we have

         10  identified as high risk, as we move through the

         11  process, are we going to be making sure that that

         12  flag gets kept up so that as we do the budget, that

         13  somehow it doesn't slip through the cracks? Is that

         14  fair to say, Mr. Chairman?

         15                 CHAIRPERSON BERMAN: Yes, it is fair

         16  to say.

         17                 COUNCIL MEMBER ROBLES: Okay.

         18                 The second area that I don't

         19  understand, and you can help me out, although it

         20  says low risk, but you have two pegs for the New

         21  York City Police Department, but the Housing Bureau,

         22  which used to be the Housing Police of the New York

         23  City Housing Authority, can you walk me through,

         24  since this is federal funds that are for the drug

         25  elimination program?
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          2                 Again, my question is: When we get

          3  these funds from Washington, which the program

          4  clearly defines through HUD what the money could be

          5  used for, when the City substitutes it or takes back

          6  its tax levy money, do we have to get clearance from

          7  HUD to use that money before we do that?

          8                 MR. BANKS: Mark, do you want to

          9  respond?

         10                 MR. YOUNG: Yes.

         11                 For most of these types of funding

         12  programs that come through the federal government,

         13  there are very strict requirements in terms of what

         14  the money can be used for and that is true for this

         15  case.

         16                 This funding, these two pegs --

         17                 COUNCIL MEMBER ROBLES: I want to set

         18  the parameter so that we understand as we move

         19  ahead. So, it is fair to say, as I understand it,

         20  that this federal money, which is the drug

         21  elimination program, clearly stature says how we can

         22  use it. The question I have is, because if this goes

         23  ahead, you are actually polling, or you are

         24  replacing tax levy money with federal funds. My

         25  question is, do we have to get clearance from HUD?
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          2                 MR. YOUNG: Certainly from the federal

          3  government, I can check if it is HUD. I would think

          4  it is.

          5                 COUNCIL MEMBER ROBLES: Well, if it is

          6  the Department of Housing and Urban Development --

          7                 MR. YOUNG: Yes.

          8                 COUNCIL MEMBER ROBLES: -- It is HUD.

          9                 MR. YOUNG: Yes.

         10                 COUNCIL MEMBER ROBLES: As we move

         11  along, is part of our document, if we do this, are

         12  we going to have that letter from HUD saying they

         13  allowed the City to pull tax levy and replace it

         14  with federal funds?

         15                 MR. YOUNG: Yes, we can certainly

         16  provide that to you when we get it from OMB. These

         17  two grants have historically -- this is not the

         18  first year we have gotten them, so this is a federal

         19  funding program that has been successful in

         20  channeling through the money and so --

         21                 COUNCIL MEMBER ROBLES: I understand

         22  that. But didn't we do this last year, too?

         23                 MR. YOUNG: Yes.

         24                 COUNCIL MEMBER ROBLES: Did you get a

         25  letter from HUD saying they can do it?
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          2                 MR. YOUNG: The City did. I don't know

          3  if Finance Division did.

          4                 COUNCIL MEMBER ROBLES: My question

          5  is, if we as an institution, since our oversight is

          6  to make sure that as we allow ourselves to vote upon

          7  these changes, and I raise the point because it is

          8  something that I have raised every year. And I will

          9  tell you, like the merger of the Housing Police with

         10  the New York City Police Department, remember, we

         11  held that over a year and it was only until we got a

         12  letter from HUD that said we will not lose the $80

         13  million which was the funds we were getting, then

         14  and only then did we then back away from the merger.

         15                 I am saying I know what the drug

         16  elimination program was supposed to be originally,

         17  and my concern is, as we start allowing the

         18  replacement of tax levy money with federal funds, I

         19  want to remind us that there are conditions, and in

         20  order to do that, then you have to get clearance

         21  from HUD.

         22                 Now, any of this money, of either

         23  one, relates to those police officers that we hired

         24  but we used federal funds?

         25                 MR. YOUNG: A decent portion of the
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          2  funding is for several hundred police officers.

          3                 COUNCIL MEMBER ROBLES: Right.

          4                 MR. YOUNG: Right, that's correct.

          5                 COUNCIL MEMBER ROBLES: And let me

          6  share with the Chairman a concern that is being

          7  raised, and I am starting to deal with it locally.

          8                 I know that some money was given to

          9  the City for the purpose of hiring police officers,

         10  and there was development, especially federally

         11  subsidized development where they were earmarked to

         12  operate, to work. Yet, I am telling you that those

         13  police officers are being used in other activities

         14  other than that development.

         15                 And, again, I point out, where is HUD

         16  in all of this? It is their money. Yet, we are

         17  allowing to change whatever the purpose of the money

         18  was for, and I am not saying we, but I think we have

         19  to raise these questions.

         20                 So, as we move along, you know, I am

         21  not going to, just simply because the Administration

         22  says I am going to replace tax levy money with

         23  federal funds because we have got all this money -

         24  there are conditions. And I want, Mr. Chairman, for

         25  the record, to point out that right now there are
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          2  Housing Bureau Police Officers of the New York City

          3  Police Department that were hired under these funds,

          4  yet they are being used for everything but they were

          5  hired for. They were not hired -- they were hired to

          6  be police officers, but they were clearly hired to

          7  be used in federally subsidized developments, and

          8  they are not being used, they began that way, and

          9  they are being used for special details, for special

         10  units, which is not what the intent was originally.

         11                 Thank you.

         12                 CHAIRPERSON BERMAN: Ms. Wooten.

         13                 COUNCIL MEMBER WOOTEN: Mr. Chair, I

         14  understand you had raised questions as it relates to

         15  the paraprofessionals in the Board of Ed while I was

         16  in the back of the room, but I just want to get a

         17  little more clarity on the fact that I noted in the

         18  monitoring process it talked about a savings, and

         19  the rationale for the Board of Ed picking that up

         20  was because they claim that they were not in the

         21  position to implement this program timely.

         22                 However, has that program been

         23  implemented at all?

         24                 MR. BANKS: On the hiring of the

         25  paraprofessionals? No.
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          2                 COUNCIL MEMBER WOOTEN: Do we

          3  anticipate it being realized before the school year

          4  is over?

          5                 CHAIRPERSON BERMAN: No. The school

          6  administration has agreed to do the funding for the

          7  next fiscal year -- for the next school year.

          8                 MS. MIHALTSES: Yes, which is the next

          9  fiscal year also.

         10                 COUNCIL MEMBER WOOTEN: Excuse me?

         11                 MS. MIHALTSES: It is the beginning of

         12  the next fiscal year.

         13                 COUNCIL MEMBER WOOTEN: I just want to

         14  remind everybody that I am not going to forget this,

         15  because I am anticipating it is coming back in a

         16  different shape and form during budget negotiations.

         17  And if we have already funded you and you say you

         18  don't need it because you are not able to implement

         19  it, then something tells me you should not be

         20  requesting funds that you know that you are not in

         21  the position to implement. In anticipation of

         22  students is one thing, but in anticipation of asking

         23  for a certain amount of money that will resolve

         24  itself in a program that has already been planned, I

         25  have problems with. It is a different, and setting
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          2  aside money in anticipation of a larger enrollment

          3  of students coming in because you really don't know.

          4                 But I have serious problems that in

          5  the past that I have lobbied for money for a program

          6  that I had assumed was existing to be told almost at

          7  the end of the school year that we didn't implement

          8  it because the program didn't, you know, whatever

          9  rationale reason that they gave for it not being

         10  implemented.

         11                 This Council was lobbied very hard

         12  for these kinds of funds, and if there is another

         13  bottom line, then I think that we should pressure

         14  the Board of Education to tell us what that bottom

         15  line is.

         16                 You know I keep raising this issue

         17  and I keep raising this issue because I truly don't

         18  believe that this is the real reason for turning

         19  down that money, and I am in hopes that staff could

         20  give me some kind of rational reason as to why we

         21  keep going through these changes, we are lobbied

         22  heavy to allocate money and then all of a sudden,

         23  you know, it is almost a mechanism that I could get

         24  this money and then turn around and say that I don't

         25  need it in this area, and then we do, Mr. Chair,
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          2  budget modifications and --

          3                 CHAIRPERSON BERMAN: Well --

          4                 COUNCIL MEMBER WOOTEN: Wait a minute,

          5  let me finish my point, and that money is there at

          6  the Board not being utilized but being lobbied for,

          7  a program that does not happen, then what happens is

          8  that it is utilized wherever it wants to be

          9  utilized. But there is a lot of hard work that went

         10  into lobbying and we thought that when we were able

         11  to restore that money, we restored that money

         12  because we felt there was a serious need for that

         13  money.

         14                 CHAIRPERSON BERMAN: Ms. Wooten, you

         15  are absolutely right, and your observations are very

         16  keen and knowledgeable.

         17                 What happened here is that because of

         18  the dispute with the Mayor, after we adopted the

         19  budget the Mayor vetoed it, we overrode the veto,

         20  then there was the issue of spending of Council

         21  priorities, this was included in the Council

         22  priorities, by the time the dispute with the Mayor

         23  was resolved in November, it was too late to hire

         24  the extra paras, because the school year had been

         25  started and classrooms had been set up. That is why
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          2  we have a commitment from the Board of Education

          3  that they will fund it for the next school year, and

          4  we did agree that by the time the money because

          5  available and freed up, it would have no value

          6  hiring paras in mid-year since the classes were

          7  already set up.

          8                 But you are absolutely right in

          9  everything that you said.

         10                 COUNCIL MEMBER WOOTEN: You said we

         11  agreed. I agree to disagree, because I truly don't

         12  believe in -- and Mr. Chair, you know I call it the

         13  way it is, what I am just simply saying is that we

         14  went out and we truly allocated money to a program

         15  that we felt that has always been beneficial to a

         16  program, and if the Board of Ed is saying now that

         17  they cannot accommodate that, it has been a long

         18  time since somebody told me that they can't spend

         19  money.

         20                 CHAIRPERSON BERMAN: Oh, they could

         21  spend it, they just wouldn't be able to spend it for

         22  paras.

         23                 COUNCIL MEMBER WOOTEN: As it impacts

         24  -- wait a minute. Because I lobbied hard for that

         25  money in that category and right now when somebody
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          2  tells me we don't need it, that we could do it

          3  ourselves, then why did you lobby me in the first

          4  place? Why did you lobby me for that amount of money

          5  when you were in a position to utilize, and it goes

          6  right back to the same thing as it relates to

          7  furniture. The thing that we can really look at to

          8  see that is not happening, schools need furniture,

          9  and there are Council Members who will complain that

         10  in the same category there is another area that the

         11  Board of Education indicated that they could

         12  accommodate it individually, when staff know that

         13  there is concern that Council members have that they

         14  don't have furniture in various districts in

         15  schools; am I correct?

         16                 MS. MIHALTSES: Absolutely right.

         17                 COUNCIL MEMBER WOOTEN: But again, we

         18  were told that they could take this money -- in

         19  other words, they could find money to do this with.

         20  When we went out and lobbied with the lobbyists to

         21  make sure these monies were allocated in those

         22  areas, and I am just really reluctantly going along

         23  with something that I believe eventually is going to

         24  come back to haunt us, and what makes everything so

         25  difficult is that nobody don't want to talk about
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          2  it.

          3                 Let's talk about the real thing, and

          4  the real thing is, are we on a roll in getting rid

          5  of paraprofessionals? Then say it, and then people

          6  will understand what the fight is. There has been no

          7  emphasis whatsoever on programs as it impacts on

          8  paraprofessionals, and paraprofessionals are in most

          9  cases community-based people who come in and give

         10  assistance in those areas of expertise. And Mr.

         11  Chair, I am going to shut up, but I seriously have

         12  problems with it.

         13                 CHAIRPERSON BERMAN: I understand

         14  where you are coming from.

         15                 Thank you, Ms. Wooten.

         16                 Mr. Leffler.

         17                 COUNCIL MEMBER LEFFLER: I just wanted

         18  to ask if there was any knowledge of where we stand

         19  with respect to CUNY restorations? Remember when we

         20  discussed that in November? CUNY restorations?

         21                 MS. MIHALTSES: Councilman, I think

         22  you weren't here when we mentioned it.

         23                 COUNCIL MEMBER LEFFLER: Right. I have

         24  been across the street. I called to find out when we

         25  were going to begin, by the time I got here you
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          2  began.

          3                 MS. MIHALTSES: The issue you are

          4  talking about is the CUNY, with regard to covering

          5  their collective bargaining initiative.

          6                 COUNCIL MEMBER LEFFLER: Right.

          7                 MS. MIHALTSES: There were discussions

          8  back in November that really -- that tried to solve

          9  the problem. The agreement was that we would wait

         10  until January. We have had very, very informal

         11  discussions.

         12                 CHAIRPERSON BERMAN: And Mr. Leffler,

         13  before you came into the room, I had already brought

         14  that issue up, and the indication was that --

         15                 COUNCIL MEMBER LEFFLER: Just for your

         16  information, I had been here on time. Rather than

         17  waste my time, I always --

         18                 CHAIRPERSON BERMAN: I am not holding

         19  you to the task.

         20                 COUNCIL MEMBER LEFFLER: -- What I am

         21  saying, this is as much as a constructive

         22  suggestion, since this meeting is always late, if

         23  you began it with five minutes notice from when it

         24  is really going to begin, you wouldn't have to

         25  repeat it.

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

                                                            30

          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON BERMAN: Well, Mr.

          3  Leffler, the reason the meeting was late in the

          4  beginning was that there was a steering meeting

          5  first.

          6                 COUNCIL MEMBER LEFFLER: I said it

          7  happens all the time there is a Council meeting.

          8                 CHAIRPERSON BERMAN: And after the

          9  Steering Meeting we were here for 15, 20 minutes

         10  before I convened the meeting.

         11                 COUNCIL MEMBER LEFFLER: I think it

         12  was less than that.

         13                 CHAIRPERSON BERMAN: And I had asked

         14  the staff to try and reach out for people, and we

         15  understand, we were sympathetic to the fact that it

         16  would take people time to reconvene, so we did do

         17  that.

         18                 But that is not why I brought that

         19  up. I want you to know that we are very mindful of

         20  the fact that during the negotiations over the

         21  November budget mod, this particular issue impacted

         22  very heavily upon CUNY and FIT, and it was an

         23  unresolved issue that we had raised during the

         24  November budget mod, and it is again an issue that

         25  we are going to attempt to deal with in the January
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          2  budget mod.

          3                 COUNCIL MEMBER LEFFLER: This I know.

          4  Has there been any progress?

          5                 CHAIRPERSON BERMAN: No, there has

          6  been no discussion yet because the January budget

          7  mod is not yet ripe for presentation to us.

          8                 So, so far there has been no

          9  discussions.

         10                 COUNCIL MEMBER LEFFLER: And sometimes

         11  it is easiest to do this at the time where they are

         12  working on the budget mod before it sort of --

         13                 CHAIRPERSON BERMAN: I suggested that

         14  and I asked staff to begin to attempt to resolve it.

         15  My guess is that there will be no satisfactory

         16  resolution to that issue, since the Administration

         17  seems predetermined not to contribute money back,

         18  but it is an issue that is being discussed.

         19                 COUNCIL MEMBER LEFFLER: Okay, because

         20  what I get told from Queens Borough Community

         21  College, they don't see how their budget is going to

         22  balance this year unless something is done.

         23                 CHAIRPERSON BERMAN: You are right. It

         24  is going to be a very, very heavy impact upon them.

         25                 As a matter of fact, the issue for
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          2  all of CUNY for this particular budget year is about

          3  $3 million, $4 million, not the $11 million, because

          4  they could make do because of other factors with

          5  only about a $3 million or $4 million supplement.

          6                 COUNCIL MEMBER LEFFLER: I am glad you

          7  are alert to it, if your people and you can try to

          8  get them to work this out to make improvements, it

          9  would be much appreciated.

         10                 CHAIRPERSON BERMAN: We are making

         11  that effort. I don't know that we will be successful

         12  but we are making that effort.

         13                 COUNCIL MEMBER LEFFLER: Good.

         14                 CHAIRPERSON BERMAN: Mr. Michels.

         15                 COUNCIL MEMBER MICHELS: Yes. I am

         16  disturbed about the issue of the budget mod

         17  situation where the Administration has sought to

         18  restore $5,000 -- $5 million and $10 million cut to

         19  18-B, and correctly so because the promises were

         20  that they were going to cut back on 18-B which is

         21  like an open spigot, and I see they have not

         22  submitted their plan or modification, and I don't

         23  think we should even go along with the $5 million

         24  restoration.

         25                 MR. YOUNG: All right, well, the $5
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          2  million restoration, as you know, was included in

          3  the November budget modification. The $5 million

          4  reduction that the Council proposed that is left is

          5  still there. I mean, we remain hopeful that the City

          6  will be able to control 18-B spending, but you know,

          7  as you said, OMB, or the Criminal Justice

          8  Coordinator have not presented a plan to us to

          9  address the issue.

         10                 COUNCIL MEMBER MICHELS: Are we

         11  forcing the issue? Are we asking for that plan? Are

         12  we going to go on record saying we are looking for a

         13  plan?

         14                 CHAIRPERSON BERMAN: Wasn't the money

         15  supposed to be for the hiring of available

         16  additional 18-B lawyers to spend, but since part of

         17  the year has now expired, you are not going to be

         18  able to accomplish that spending?

         19                 MR. YOUNG: That was the Legal Aid

         20  Society restoration. There was cuts to 18-B and a

         21  restoration to Legal Aid Society.

         22                 As far as, the Legal Aid

         23  Society restoration has gone forward, and that is

         24  positive.

         25                 COUNCIL MEMBER MICHELS: That was the
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          2  $5 million restoration. Since you covered that, you

          3  know, the Legal Aid Society has claimed their

          4  caseload has not diminished at all, even though they

          5  have had a diminished appropriation.

          6                 Is anybody examining that to see if

          7  they need more money?

          8                 MR. YOUNG: Well, that was the intent

          9  of the restoration that the Council provided in the

         10  Fiscal '99 budgets, and annualized that the $10

         11  million amount, which was something that was very

         12  satisfactory to the Legal Aid Society.

         13                 COUNCIL MEMBER MICHELS: Finally, the

         14  cultural challenge elimination, where they have --

         15  we are going along with the $6 million cut. Now,

         16  most of us did support the fact that they eliminated

         17  the challenge, but the fact of the matter was there

         18  were cuts based upon the challenge, did some who had

         19  cuts as a result of this $5 million or $6 million

         20  challenge grant receive some of that money?

         21                 MS. MIHALTSES: Councilman, if you

         22  remember, the cut to all the cultural programs in

         23  last year's budget was close to $18 million.

         24                 COUNCIL MEMBER MICHELS: Right.

         25                 MS. MIHALTSES: We restored the whole
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          2  cut and we got the Administration to eliminate their

          3  cultural challenge programs.

          4                 CHAIRPERSON BERMAN: Yes, Mr. Michels,

          5  the rason detri (phonetic) behind that, frankly, was

          6  that while it would be inconsistent to cut the

          7  cultural programs and at the same time make them

          8  compete for the challenge to get additional money,

          9  so instead there was a restoration of the

         10  programmatic money that just did away with the

         11  challenge in order to help spend the restoration to

         12  the programs.

         13                 MS. MIHALTSES: Correct.

         14                 COUNCIL MEMBER MICHELS: As I

         15  understand, there were some organizations which have

         16  approached me that were dependent upon that

         17  challenge when they did implement it --

         18                 CHAIRPERSON BERMAN: Yes, I mean there

         19  wasn't enough money to do it both ways. They wanted

         20  the restoration of their cut, and they wanted to

         21  compete for the challenge, it was more important for

         22  us to restore the --

         23                 COUNCIL MEMBER MICHELS: There is no

         24  question about that, that that is what we wanted.

         25                 CHAIRPERSON BERMAN: Yes, so that was
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          2  the better part of valor.

          3                 COUNCIL MEMBER MICHELS: But some of

          4  these organizations have still suffered as a result

          5  of it.

          6                 CHAIRPERSON BERMAN: Oh, there is no

          7  question that they do.

          8                 COUNCIL MEMBER MICHELS: Okay, thank

          9  you very much.

         10                 CHAIRPERSON BERMAN: Okay, Mr.

         11  Spigner.

         12                 COUNCIL MEMBER SPIGNER: Thank you,

         13  Mr. Chairman. Briefly.

         14                 As it relates to the Housing

         15  Preservation and Development Agency, they have

         16  scheduled in this fiscal year for a contribution

         17  towards resolving the peg sale of mortgagee and

         18  possession buildings at 4.1 and our staff is saying

         19  that it is more likely to be 1.9 or 3 million

         20  difference between what they say and what based on

         21  the projection of the first six months.

         22                 Could you flesh it out briefly for me

         23  a little bit, why do you think these buildings will

         24  not be sold? Is anyone in the position to answer

         25  that? What do you base this on?
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          2                 Does anyone have the knowledge to say

          3  what this $3 million gap conclusion was based upon?

          4                 MS. MEARA: It is based on the

          5  history, Council Member, that this peg has been in

          6  the budget as long as I can remember.

          7                 COUNCIL MEMBER SPIGNER: Historically.

          8                 MS. MEARA: And they never sold them.

          9                 COUNCIL MEMBER SPIGNER: So what can

         10  we do about it? Next time they bring it in -- would

         11  you say this is not a real proposal?

         12                 MS. MEARA: Right. They did reduce the

         13  value of it. They had hoped to make $6 million out

         14  of that sale so maybe they can sell it for $3

         15  million, but to our knowledge, they haven't achieved

         16  that yet.

         17                 So, maybe during the budget hearings

         18  in March we can ask them why do you keep putting

         19  this in.

         20                 COUNCIL MEMBER SPIGNER: Do something

         21  else.

         22                 MS. MEARA: Yes.

         23                 COUNCIL MEMBER SPIGNER: All right.

         24                 As it relates to the Police

         25  Department, and they propose controlling overtime by

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

                                                            38

          1  COMMITTEE ON FINANCE

          2  $12 million, recent reports show that overtime

          3  continues to escalate. We are just left at the

          4  decision of the Police Commissioner to determine how

          5  much overtime is necessary and just to provide an

          6  unlimited stream of money; is that what it is?

          7                 MR. YOUNG: Well, I think the key to

          8  getting the Police Department to abide by the pegs

          9  that are assigned to it in the budget process are, I

         10  mean oversight, but in addition, I think OMB plays a

         11  strong role in terms of controlling the budget for

         12  these agencies to really hold their feet to the fire

         13  on overtime spending. And at this time I would say

         14  they really haven't done that yet, so the Police

         15  Department continues to deploy officers using

         16  overtime to various public safety initiatives, and

         17  you are correct, you know, after the fact we are

         18  kind of forced to provide them with the funding.

         19                 As you can see in the back-up,

         20  year-to-date the Department has already spent $79

         21  million in overtime for uniformed officers. The

         22  whole budget for the whole year is 89 million, so

         23  you know, you can see there is a problem.

         24                 COUNCIL MEMBER SPIGNER: Well, I am as

         25  concerned about public safety as it relates to the
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          2  Police Department and our fire Department as anyone

          3  else, but on a number of occasions, I have observed

          4  situations both in the Police Department and the

          5  Fire Department where I concluded that there was an

          6  excessive number of personnel, police and fire, both

          7  responding to those situations.

          8                 Now, they tell me, well, what do you

          9  know? Well, all I know is that they are competing

         10  needs for scarce dollars that we have, and whoever

         11  makes those policy decisions, Commissioner Safir, or

         12  Commissioner Von Essen, that they have to be made

         13  mindful that they have to be prudent in making those

         14  decisions, that they just can't -- there are other

         15  needs of the City as well as fire and as well as the

         16  Police Department. So, those are my observations.

         17  Not that we can do much about it, they have got us

         18  in an awkward position.

         19                 CHAIRPERSON BERMAN: Thank you very

         20  much, Mr. Spigner.

         21                 Thank you very much for your

         22  briefing, people.

         23                 MR. BANKS: Thank you.

         24                 MS. MIHALTSES: Thank you.

         25                 CHAIRPERSON BERMAN:  Okay, we now
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          2  have I believe one UDAAP item that is on the agenda

          3  for today; who is going to testify?

          4                 All right, ladies and gentlemen, we

          5  will vote within five minutes, so would you get Mr.

          6  Robles in.

          7                 Ladies and gentlemen, we have one

          8  item and then we can go to a vote.

          9                 Sir, would you identify yourself.

         10                 MR. HENDERSON: Henry Henderson,

         11  Finance Division.

         12                 CHAIRPERSON BERMAN: Good morning,

         13  sir.

         14                 I understand that there is on UDAAP

         15  item before us, and this is on HDFC program, the

         16  Tenant Interim Lease Program; is that correct?

         17                 MR. HENDERSON: That's correct.

         18                 CHAIRPERSON BERMAN: And that is in

         19  Manhattan in Council Member Michel's district. It is

         20  one building, 20 units?

         21                 MR. HENDERSON: Yes.

         22                 CHAIRPERSON BERMAN: It is a 30-year

         23  exemption. And it is  -- a 31-year exemption, and a

         24  31-year exemption, total amount exempted is

         25  $6,086,679; is that correct?
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          2                 MR. HENDERSON: That's correct.

          3                 CHAIRPERSON BERMAN: And Mr. Michels,

          4  I assume that you have been briefed on this and you

          5  are in accord?

          6                 COUNCIL MEMBER MICHELS: Yes, I am in

          7  accord.

          8                 CHAIRPERSON BERMAN: All right.

          9                 Does anybody have any questions?

         10                 Thank you very much, sir. Your

         11  testimony was enlightening.

         12                 MR. HENDERSON: Thank you.

         13                 CHAIRPERSON BERMAN: I have asked, we

         14  are about to vote now and I have been asked to keep

         15  the vote open for Council Members Pinkett, Miller

         16  and Dear.

         17                 Having said that, now I would like to

         18  go to a vote on this one item.

         19                 I know it takes an exercise of

         20  courage to do this, but let's have a vote.

         21                 COUNCIL CLERK CHERRY: Berman.

         22                 CHAIRPERSON BERMAN: Aye.

         23                 COUNCIL CLERK CHERRY: Spigner.

         24                 COUNCIL MEMBER SPIGNER: Aye.

         25                 COUNCIL CLERK CHERRY: Foster.
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          2                 COUNCIL MEMBER FOSTER: Aye.

          3                 COUNCIL CLERK CHERRY: Leffler.

          4                 CHAIRPERSON BERMAN: Mr. Leffler?

          5                 Would someone find Mr. Leffler,

          6  please.

          7                 Mr. Leffler, how do you vote?

          8                 COUNCIL MEMBER LEFFLER: Aye.

          9                 CHAIRPERSON BERMAN: Thank you.

         10                 COUNCIL CLERK CHERRY: Michels.

         11                 COUNCIL MEMBER MICHELS: Aye.

         12                 COUNCIL CLERK CHERRY: Eisland.

         13                 CHAIRPERSON BERMAN: Ms. Eisland.

         14                 COUNCIL MEMBER EISLAND: Aye.

         15                 COUNCIL CLERK CHERRY: Wooten.

         16                 COUNCIL MEMBER WOOTEN: Aye.

         17                 COUNCIL CLERK CHERRY: Robles.

         18                 COUNCIL MEMBER ROBLES: Aye.

         19                 CHAIRPERSON BERMAN: All right, what

         20  is the vote so far?

         21                 COUNCIL CLERK CHERRY: The vote stands

         22  at eight in the affirmative, none in the negative,

         23  with no abstentions.

         24                 CHAIRPERSON BERMAN: All right.

         25                 The items will pass and they are
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          2  still open for Council Members Miller, Dear and

          3  Pinkett.

          4                 Thank you.

          5                 (Hearing concluded at 11:30 a.m.)
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