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          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON WEPRIN: Welcome to the

          3  City Council Finance Committee. Today we have only

          4  one item on our agenda. We are considering a

          5  preconsidered Land Use item which will provide a

          6  partial property tax exemption for federal Section

          7  202 supportive housing for the elderly project in

          8  East Harlem.

          9                 Council Member Reed, who represents

         10  the district in which the project is located,

         11  supports the project. Let me just introduce my

         12  colleagues. Council Member Mike McMahon from Staten

         13  Island; Council Member Alan Jennings, from Queens;

         14  Council Member Margarita Lopez from Queens; Council

         15  Member Helen Sears, from Manhattan. But we adopted

         16  her in Queens, so Manhattan. Council Member Helen

         17  Sears of Queens; Council Member Robert Jackson of

         18  Manhattan; Council Member Leroy Comrie of Queens.

         19  Council Member Madeline Provenzano of the Bronx;

         20  Joel Rivera, Majority Leader of the Bronx; and

         21  Council Member Lou Fidler of Brooklyn, and Counsel

         22  to the Finance Committee next to me, Jim Caras.

         23                 We also have in the audience the

         24  Department of Housing Preservation and Development,

         25  Assistant Commissioner Carol Clarke, and the
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          2  Director of the Manhattan Planning Office of HPD,

          3  Evo Baldon, to answer any questions any of the

          4  members may have.

          5                 Why don't you step up so at least

          6  you'll be up in front in case any of my colleagues

          7  have any questions.

          8                 Any questions?

          9                 Council Member Jennings.

         10                 COUNCIL MEMBER JENNINGS: Well, Mr.

         11  Chairman, maybe you can help me. Maybe this question

         12  is to you: Why are we giving this organization a

         13  40-year tax exemption? I don't understand. That's

         14  two whole generations.

         15                 I mean, why is it not ten years or

         16  20? Why is it 40 years?

         17                 CHAIRPERSON WEPRIN: Carol Clark from

         18  HPD will answer that question.

         19                 MS. CLARK: I'd like to defer that to

         20  David Pechefsky.

         21                 CHAIRPERSON WEPRIN: David Pechefsky

         22  from our side.

         23                 MR. PECHEFSKY: I'm David Pechefsky

         24  from City Council Finance.

         25                 The 40 years of the standard
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          2  exemption given to these projects, it's part of the

          3  agreement between HUD and the City. HUD puts in the

          4  capital subsidy and the City's part of the deal is

          5  the tax exemption. HUD would not sponsor the project

          6  without this type of tax exemption. And you know,

          7  it's similar given to other subsidized programs.

          8                 COUNCIL MEMBER JENNINGS: Like HUD

          9  won't sponsor it unless we give a 40-year tax

         10  exemption? It couldn't be a 20-year tax exemption or

         11  a ten? I mean, $83,500 a year, over $5 million over

         12  the next 40 years, and, see, that's a lot of money.

         13                 MR. PECHEFSKY: This is the

         14  arrangement that currently exists between HUD and

         15  the City, and the 40 years is the standard.

         16                 COUNCIL MEMBER JENNINGS: I'm asking

         17  you, it must be 40 years?

         18                 MR. PECHEFSKY: No, it could be less,

         19  but it would require negotiations between HUD and

         20  the City. It's not something that -- if we were to

         21  act unilaterally, HUD would not sponsor the project.

         22  It would require a dialogue between HUD and the

         23  City.

         24                 COUNCIL MEMBER JENNINGS: And can this

         25  not-for-profit sell this property to somebody else
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          2  within the next 40 years? Can they sell it to some

          3  other organization?

          4                 MR. PECHEFSKY: The tax benefit is

          5  dependent on it being maintained as affordable

          6  senior housing.

          7                 COUNCIL MEMBER JENNINGS: Right. Could

          8  they sell this to some private organization and

          9  therefore it is tax exemption, for the next 40 years

         10  it's going to be passed on to some other private

         11  for-profit entity; could that happen?

         12                 MR. PECHEFSKY: No, I don't know the

         13  answer to that.

         14                 MS. CLARK: It's my understanding that

         15  that could not happen under the terms of the

         16  agreement that is being reached, and there's a

         17  closing that will take place, which is why we're

         18  delighted that we could be here at the Finance

         19  Committee today and be the only item on your agenda.

         20  Because in fact, the HUD money is going to run out

         21  that's appropriated for this project, and it does,

         22  as the Chair said, have the full support of the Land

         23  Use Committee and of Council Member Reed.

         24                 I understand your question, and I

         25  appreciate it.
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          2                 COUNCIL MEMBER JENNINGS: I understand

          3  that. But the point is, we have a fiduciary

          4  responsibility to the taxpayers now and in 40 years

          5  from now, so I just want to know, can this property

          6  be passed onto another entity later on, period, and

          7  then would this be exempt?

          8                 MS. CLARK: No, I don't believe that

          9  it can.

         10                 COUNCIL MEMBER JENNINGS: If they did,

         11  the exemption would be cancelled; is that right?

         12                 MS. CLARK: We can get back to you and

         13  check with Counsel, if you'd like, to be absolutely

         14  certain.

         15                 COUNCIL MEMBER JENNINGS: No, but

         16  we've got to vote on it today; is that correct?

         17                 CHAIRPERSON WEPRIN: We're going to

         18  vote on it today.

         19                 COUNCIL MEMBER JENNINGS: I need to

         20  know that. I need to know if they could pass this

         21  property off to a private individual 20 years from

         22  now, 25 years from now, is this probably still going

         23  to be tax exempt?

         24                 MS. CLARK: It's the terms of the

         25  regulatory agreement, and it's my understanding that
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          2  they cannot do that and will not do it.

          3                 COUNCIL MEMBER JENNINGS: And if they

          4  did do it? If they did for some reason close the

          5  center down, and sold this property off, can the new

          6  owners get, this tax exemption is going to go on to

          7  the new property owners?

          8                 MS. CLARK: No, sir.

          9                 COUNCIL MEMBER JENNINGS: Okay, thank

         10  you.

         11                 CHAIRPERSON WEPRIN: Okay, we've also

         12  been joined by two more of our colleagues.

         13                 We have Council Member Tracy Boyland,

         14  from Brooklyn, and Council Member Dennis Gallagher

         15  from Queens.

         16                 Any further questions?

         17                 COUNCIL MEMBER LOPEZ: Yes.

         18                 CHAIRPERSON WEPRIN: Yes, Council

         19  Member Margarita Lopez, of Queens and Manhattan.

         20                 COUNCIL MEMBER LOPEZ: Point of

         21  clarification.

         22                 This housing that we're talking about

         23  is housing for seniors which is categorized 202

         24  housing, and it's housing for seniors with the

         25  purpose of maintaining affordable housing for the
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          2  fragile population that we serve in all of our

          3  districts, correct?

          4                 MS. CLARK: That's correct.

          5                 COUNCIL MEMBER LOPEZ: And the reason

          6  why the City is putting this package together with

          7  HUD is because currently we have a serious shortage

          8  of housing for seniors who live in a fixed income,

          9  correct?

         10                 MS. CLARK: That's absolutely correct,

         11  yes.

         12                 COUNCIL MEMBER LOPEZ: Then this is

         13  not a give-away, and this is not a sweetheart deal

         14  with anybody in which somebody is going to make

         15  money out of the taxpayers' dollars, correct?

         16                 MS. CLARK: No, it's to accommodate

         17  low-income, elderly persons. That's correct.

         18                 COUNCIL MEMBER LOPEZ: And in reality

         19  what this project is doing is stimulating the

         20  economy of New York City when this building is built

         21  through jobs and through the investment of dollars

         22  that the federal government put in this kind of

         23  building, correct?

         24                 MS. CLARK: That's correct. HUD is in

         25  fact financing the construction in real federal
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          2  dollars.

          3                 COUNCIL MEMBER LOPEZ: Then supporting

          4  this project is very important for all of the

          5  members to make it on the record very clear that we

          6  are not acting here in an irresponsible manner,

          7  giving a tax exemption away for the heck of it. This

          8  is a processing which we are engaging to, number

          9  one, produce affordable housing, number two, housing

         10  for seniors, number three, seniors who don't have

         11  enough housing right now as is, and they are in

         12  fixed income, and number four, it's also a

         13  stimulation of the economy; correct?

         14                 MS. CLARK: Yes, that's right. Using

         15  federal dollars.

         16                 COUNCIL MEMBER LOPEZ: Thank you very

         17  much.

         18                 CHAIRPERSON WEPRIN: Council Member

         19  Dennis Gallagher.

         20                 COUNCIL MEMBER GALLAGHER: Hi. Thank

         21  you. I guess in questioning Council Member Jennings

         22  brought up the $5 million over a 40-year period, but

         23  if we did not have HUD participating in this

         24  process, what is the amount that HUD is actually

         25  putting into this?
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          2                 PARTICIPANT: (Not identified for the

          3  record.) HUD is providing $9,015,900.

          4                 COUNCIL MEMBER GALLAGHER: Which

          5  exceeds the amount of the exemption we're going to

          6  vote on today; is that correct? So, in essence, if

          7  we did this without HUD, it would be costing the

          8  City taxpayers in excess of $9 million?

          9                 MS. CLARK: That's correct.

         10                 COUNCIL MEMBER GALLAGHER: Okay, thank

         11  you.

         12                 CHAIRPERSON WEPRIN: I call for a

         13  vote. Roll call while we have a quorum.

         14                 MR. CARAS: Weprin.

         15                 CHAIRPERSON WEPRIN: Aye.

         16                 MR. CARAS: Lopez.

         17                 COUNCIL MEMBER LOPEZ: Aye.

         18                 MR. CARAS: Provenzano.

         19                 COUNCIL MEMBER PROVENZANO: Yes.

         20                 MR. CARAS: Rivera.

         21                 COUNCIL MEMBER RIVERA: Aye.

         22                 MR. CARAS: Comrie.

         23                 COUNCIL MEMBER COMRIE: I proudly say

         24  aye to supporting senior housing and to continue to

         25  keep affordable rents. I see that the rent will be
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          2  $551 per month for seniors. I think that's a great

          3  opportunity that the City and HUD is providing, and

          4  I proudly vote aye and I thank HPD for putting this

          5  project -- and I hope that we get more in Queens.

          6                 MR. CARAS: Fidler.

          7                 COUNCIL MEMBER FIDLER: And I hope

          8  that we get more in Brooklyn. Aye.

          9                 MR. CARAS: Oh, I'm sorry,

         10  Councilwoman Boyland. I missed you.

         11                 Boyland.

         12                 COUNCIL MEMBER BOYLAND: Thank you. I

         13  proudly vote aye, as I have built several 202

         14  projects in the great Borough of Brooklyn, Lou

         15  Fidler, and I vote aye.

         16                 MR. CARAS: Jackson.

         17                 COUNCIL MEMBER JACKSON: Aye.

         18                 MR. CARAS: Jennings.

         19                 COUNCIL MEMBER JENNINGS: I just

         20  wanted to say for the record, my only concern was

         21  that to make sure that the payers, the taxpayers

         22  don't get swindled in the future. But, of course, I

         23  certainly support housing for seniors, and I hope

         24  that we can build more projects. So, of course I

         25  vote aye. Thank you.
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          2                 MR. CARAS: McMahon.

          3                 COUNCIL MEMBER McMAHON: Aye.

          4                 MR. CARAS: Sears.

          5                 COUNCIL MEMBER SEARS: Aye. And I

          6  think it's sad that we don't have enough for all the

          7  boroughs. It' such a slow process. Thank you.

          8                 MR. CARAS: Gallagher.

          9                 COUNCIL MEMBER GALLAGHER: Aye.

         10                 MR. CARAS: The preconsidered Land Use

         11  item is adopted, 12 in the affirmative, none in the

         12  negative, and the record will be held open for those

         13  members who are on their way.

         14                 CHAIRPERSON WEPRIN: The Finance

         15  Committee is now in recess.

         16                 (Hearing recessed at 11:13 a.m.)
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