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          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON WEPRIN: Good morning, and

          3  welcome to today's Finance Committee hearing. My

          4  name is David Weprin, I chair the Committee. Today

          5  we will vote on three pieces of legislation, which

          6  will have the effect of saving residential property

          7  owners millions of dollars in property taxes.

          8                 On July 19th of this year, the

          9  Council adopted three property tax fixing

         10  resolutions, based on the amount set forth in the

         11  Fiscal Year '07 budget adopted on June 29th, 2006.

         12                 State law in effect on such date

         13  capped the amount any class share could be increased

         14  to five percent.

         15                 Subsequent State legislation amended

         16  the law to establish a lower cap at two percent. So,

         17  today we are amending the three property tax fixing

         18  resolutions to reflect the change provided by the

         19  subsequent state legislation which holds class share

         20  increases for any class in property to two percent

         21  rather than five percent.

         22                 With the subsequent State legislation

         23  and the three amended resolutions we will vote on

         24  today, Class 1 property owners on average will now

         25  pay $2,960 in property taxes, rather than an average
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          2  of $3,047, a savings of $87.

          3                 As you may recall, before the State

          4  acted, we had meetings of all the borough

          5  delegations in the City Council, and we decided on a

          6  consensus cap of two percent and the State

          7  Legislature followed suit on the recommendation of

          8  the City Council.

          9                 Over the last five years, since most

         10  of us were in the Council for Fiscal Year '03

         11  through '07, the Council has routinely lowered the

         12  cap and in doing so has saved Class 1 homeowners a

         13  total of $219 million in property taxes that they

         14  would have otherwise owed.

         15                 So, I would urge all of my colleagues

         16  to vote yes on these amended property tax

         17  resolutions.

         18                 The three items are the only items on

         19  our agenda today and after the vote on such items,

         20  this hearing will be adjourned.

         21                 We have representatives from the

         22  Council's Finance Division to answer questions,

         23  specifically Nadine Felton. But let me introduce my

         24  colleagues that are here and somebody will count to

         25  see that we have a quorum.
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          2                 We have Council Member Maria Baez

          3  from the Bronx, Council Member Lew Fidler from

          4  Brooklyn, Council Member Helen Sears from Queens,

          5  Council Member Mike McMahon from Staten Island,

          6  Council Member Leroy Comrie from Queens, Council

          7  Member Vincent Gentile from Brooklyn, Council Member

          8  Gale Brewer from Manhattan, Council Member Bill

          9  DeBlasio from Brooklyn, and Council Member Joel

         10  Rivera from the Bronx, Councilman Jim Oddo from

         11  Staten Island and Council Member Dennis Gallagher

         12  from Queens, and Councilman Peter Vallone, Jr. from

         13  Queens.

         14                 We've actually -- oh, and Council

         15  Member Diana Reyna in the back. We've been rejoined

         16  back from attorney leave by our Counsel to the

         17  Committee Anne Brown, and we want to welcome her

         18  back. Welcome back, Anne. And I'm joined on my left

         19  by Assistant Counsel to the Committee, Tenisha

         20  Turnbull.

         21                 Any questions for Nadine Felton?

         22  Nadine, you want to get in the hot seat?

         23                 MS. FELTON: I'm Nadine Felton, City

         24  Council Finance Division. Anybody have any questions

         25  about what we're doing today?
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          2                 CHAIRPERSON WEPRIN: Council Member

          3  Brewer.

          4                 COUNCIL MEMBER BREWER: I'll be very

          5  quick. I know you and I have discussed this, former

          6  colleagues, former colleagues to some of you, but

          7  certainly former Council Member Ronnie Eldridge is

          8  bringing to my attention a constant increase in the

          9  condo co-op, as a result of either assessments,

         10  which we can't do anything about, or the

         11  understandable single-family support as opposed to

         12  the number two on the list, which is the co-op

         13  condos and the rentals.

         14                 So, I just bring it to the attention

         15  of my colleagues, because it is an issue that we

         16  don't address. I don't think we get many calls about

         17  this. I ask people, and nobody seems to get a lot of

         18  calls, but she is bringing it to my attention, and I

         19  just want to say that it is a restructuring issue

         20  that is politically complicated, sensitive and so

         21  on, but as time goes on, I think we should pay more

         22  attention to it.

         23                 Thank you very much.

         24                 CHAIRPERSON WEPRIN: Council Member

         25  McMahon.
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          2                 COUNCIL MEMBER McMAHON: Thank you,

          3  Mr. Chairman. And thank you for the explanation you

          4  gave. I'd just like to, in talking with Ms. Felton,

          5  and we kind of do this every year, but just make

          6  sure I understand what it is we're voting on.

          7                 Am I correct that State law requires

          8  us on an annual basis to reapportion the share of

          9  property taxes that is paid amongst the four classes

         10  or by the four classes?

         11                 MS. FELTON: Yes, the State law says

         12  that no class's share what we raise in real estate

         13  levy or real estate taxes can increase by more than

         14  five percent over the prior year.

         15                 That's sort of the in State law, and

         16  what we did in June, we adopted the tax rates

         17  reflecting that. But State law also gives us the

         18  opportunity to go and ask to reduce that percent and

         19  we've reduced that percent for several years. And it

         20  happened again this year as the State didn't pass

         21  the law and it wasn't signed into law until the end

         22  of July. So, now the cap on class shares is two

         23  percent.

         24                 So, what the effect of that is, is

         25  since the share for the residential properties, the
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          2  Class 1 and Class 2 was going up higher than two

          3  percent?

          4                 COUNCIL MEMBER McMAHON: But why?

          5                 MS. FELTON: They go up because there

          6  are corrections in the State formulas to get the

          7  differences in market value growth, because, you

          8  know, this is all revenue neutral in the sense that

          9  we're raising 14 billion in levy, but each of the

         10  four property classes, their share of that 14

         11  billion is going to change slightly, depending upon

         12  how there's different increases or decreases in

         13  their market value. And the market value for the

         14  homeowners, the one-, two-, three-family homes, has

         15  been going up actually higher, because it's based on

         16  sales prices, than the market value for your

         17  commercial classes. So, this has bumped up their

         18  class share, and that's one of the reasons why it's

         19  bumped up the class rate. The class share sort of

         20  flows into that, if their class share increases,

         21  their Class 1's tax rate is going to increase a

         22  little.

         23                 Even though the average tax rate is

         24  frozen at $12.28 whatever, 100, you know, the tax

         25  rates for the four classes change slightly year over
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          2  year based on these class share market value

          3  adjustments.

          4                 COUNCIL MEMBER McMAHON: So, State law

          5  requires that if there is an increase in this

          6  instance of the value of Class 1 and 2 properties,

          7  in proportion to --

          8                 MS. FELTON: I'm sorry, there are some

          9  typicals I wanted to hand out to people. They're

         10  like this.

         11                 COUNCIL MEMBER McMAHON: Let me repeat

         12  the question.

         13                 MS. FELTON: Sorry, yes.

         14                 COUNCIL MEMBER McMAHON: So, State law

         15  mandates, requires this City to address the fact

         16  that increases in value, in market value, in Class 1

         17  and 2, in proportion to the other two classes,

         18  because of those increases, State law requires that

         19  we must reapportion the percentage that each class

         20  pays.

         21                 MS. FELTON: Correct.

         22                 COUNCIL MEMBER McMAHON: And because

         23  of in the last year, because the market value of

         24  Class 1 and 2 have gone up, that we must increase

         25  the taxes that they pay, that's what State law
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          2  requires; is that correct?

          3                 MS. FELTON: That's what the effect of

          4  this is, yes.

          5                 COUNCIL MEMBER McMAHON: And that's

          6  S7000, as I recall?

          7                 MS. FELTON: S7000.A.

          8                 COUNCIL MEMBER McMAHON: So, the

          9  actions we're taking today are mandated upon us by

         10  State law known as S7000?

         11                 MS. FELTON: That's correct.

         12                 COUNCIL MEMBER McMAHON: And if we

         13  were to do nothing today, what would happen?

         14                 MS. FELTON: If we did nothing today,

         15  then that would mean that the Fiscal Year 2007 tax

         16  rates would be at the rates that we adopted in June,

         17  and that would mean, and Pablo is handing out a

         18  sheet that you can see, you look at the last column.

         19  In other words, if we did not take this action

         20  today, a typical homeowner, a single-family

         21  homeowner with a home valued at about $525,000, if

         22  you look at the first sheet, the top sheet, it says

         23  Citywide, and the first one is a typical

         24  single-family homeowner, if you go all the way to

         25  the last column, you'll see a negative $87, that's
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          2  the savings. By taking the action today to change

          3  the tax rates, we're lowering tax rates for Class 1

          4  and Class 2 and we're saving the single-family

          5  homeowner $87. If we took no action today, they

          6  would have to pay $87 more in taxes.

          7                 COUNCIL MEMBER JACKSON: They would

          8  have to pay more?

          9                 MS. FELTON: That's correct.

         10                 COUNCIL MEMBER McMAHON: And the two

         11  percent cap on Class 1 and 2 is the highest the

         12  State allows or the lowest that the State allows?

         13                 MS. FELTON: No, the State basically

         14  says that no class can increase by more than five

         15  percent, so we can't raise that like to six or

         16  seven. But it does say that we can, if we go up to

         17  the State and we ask them for another law, we can

         18  lower that, and we can lower that anywhere to

         19  anything below five percent, basically. But we have

         20  to get the State to approve that. We can't do that

         21  on our own.

         22                 COUNCIL MEMBER McMAHON: As of this

         23  time the State has approved two percent?

         24                 MS. FELTON: That's correct.

         25                 COUNCIL MEMBER McMAHON: So because of
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          2  that State approval of two percent, we can now

          3  reduce the State mandated increase on Class 1 and 2

          4  down to two percent.

          5                 MS. FELTON: That's correct.

          6                 COUNCIL MEMBER McMAHON: What is the

          7  increase this year for Classes 3 and 4?

          8                 MS. FELTON: The thing is that because

          9  of this they'll get a slight increase.

         10                 If you'll see on the first sheet, if

         11  you see Class 4, Class A Manhattan office building,

         12  now this is prime property as it's a large building

         13  with a 56 100,000 (sic) square feet. They would have

         14  an increase. Their bill would go up about 100,000,

         15  105,000 dollars, from what it would have been if we

         16  kept the rates in effect. But you're talking about a

         17  small percentage over a tax bill which they pay,

         18  their tax bill for this bill would be for 5.6

         19  million.

         20                 The thing that's interesting is that

         21  even with this action, the tax rates for Class 3 and

         22  4 are still going down. They're still going to be

         23  lower by more than two percent from their tax rates

         24  in 2006. That's all because of these relative

         25  changes and shifts that are going on.
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          2                 So, I think the point I'm just trying

          3  to make is by shifting this, we have to always shift

          4  the savings from the residential classes on the

          5  commercial classes, but even with that shift the

          6  commercial class's tax bill, tax rate anyway, is

          7  going down from what it is last year, from last

          8  year, if you're following.

          9                 COUNCIL MEMBER McMAHON: I am

         10  following. My last question, though, is it's my

         11  understanding that Class 1 and 2 properties in

         12  general across the City, the values have come down.

         13                 MS. FELTON: That would be captured

         14  probably more in next year's assessments. Remember,

         15  they do the assessments usually a year or so. In

         16  other words, the assessments that these taxes are

         17  based on came out last January and they were based

         18  on assessments, prices that were probably around,

         19  last, a year ago September.

         20                 COUNCIL MEMBER McMAHON: As the law

         21  exists now, do we have the power to increase even

         22  more the savings of Class 1 and 2 properties?

         23                 MS. FELTON: There is not much more we

         24  can do. It is almost a little bit late now, but the

         25  only other way would be to lower the caps, you know,
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          2  to one percent or something like that.

          3                 COUNCIL MEMBER McMAHON: Do we have

          4  the power to do that, given State law?

          5                 MS. FELTON: No, not independently. We

          6  have to get State law.

          7                 COUNCIL MEMBER McMAHON: So, given the

          8  current state of the State law -- sorry for that

          9  poorly phrased question -- this is the lowest we can

         10  give, the greatest benefit we can give to Class 1

         11  and 2 is this 2 percent that we're voting on today?

         12                 MS. FELTON: For Fiscal '07, yes.

         13  Current fiscal year.

         14                 COUNCIL MEMBER McMAHON: To do more we

         15  would need --

         16                 MS. FELTON: We would need to go back

         17  and get the State to let us do it even lower, I mean

         18  for Fiscal '07. Everybody begins fresh again with

         19  the new Fiscal Year in '08, so...

         20                 COUNCIL MEMBER McMAHON: And the

         21  amount of the savings to Class 1 and 2 that we're

         22  voting on today is how much across the City?

         23                 MS. FELTON: 127 million.

         24                 COUNCIL MEMBER McMAHON: So, in effect

         25  we're giving Class 1 and 2 property owners a tax cut
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          2  of $127 million?

          3                 MS. FELTON: That's correct.

          4                 COUNCIL MEMBER McMAHON: And, so, if I

          5  vote in favor of this, I'm voting in favor of the

          6  tax cut for one- and two-family homeowners across

          7  the City?

          8                 MS. FELTON: That's correct.

          9                 COUNCIL MEMBER McMAHON: And if I vote

         10  against it, I'm voting against that tax cut?

         11                 MS. FELTON: Correct.

         12                 COUNCIL MEMBER McMAHON: Okay, I got

         13  it. Thanks.

         14                 CHAIRPERSON WEPRIN: We've been joined

         15  by Council Member Oliver Koppell, and Council Member

         16  Robert Jackson.

         17                 Any further questions? Okay, I've got

         18  nowhere to go.

         19                 Council Member Sears.

         20                 COUNCIL MEMBER SEARS: Thank you.

         21                 CHAIRPERSON WEPRIN: Followed by

         22  Council Member Fidler, followed by Council Member

         23  Oddo, followed by Council Member Comrie. Just so you

         24  know how much time you've got.

         25                 COUNCIL MEMBER SEARS: We have had
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          2  many conversions in the City of New York that were

          3  rent-stabilized apartments and were not in Class 2,

          4  so is there any way that we can know what those

          5  numbers are and how much they have increased, the

          6  revenues from the Class 2? Because Class 2 for the

          7  condos and co-ops is still taxed a little bit higher

          8  than Class 1. And it's not to shift the burdens to

          9  Class 1, but throughout the City rent-stabilized

         10  apartments, half of them have been converted into

         11  co-ops or condos. That's why we have a shareholders

         12  board and we have a tenants board in many of those

         13  buildings.

         14                 Those conversions have added to Class

         15  2 that didn't exist several years ago, because these

         16  conversions are increasing rather rapidly; so what

         17  has that done with the revenue that comes into Class

         18  2, and that should look at if there's the increase

         19  of these conversions, we should be looking at what

         20  we do with the Class 2 formula so that it might be

         21  one way of addressing the issue that Class 2, which

         22  we had a hearing on in this Council, and I think

         23  Councilman Oliver Koppell and one of our caucuses

         24  asked for a Committee to review this very issue.

         25                 So, there are a lot of issues here
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          2  that really need to be looked at, and I think the

          3  conversions are a very big issue, because they're

          4  certainly adding to the bottom line of the monies

          5  that are coming from these co-ops and condos. And

          6  that should be a big consideration in the revenue

          7  that we realize and the formula.

          8                 MS. FELTON: I think there is a co-op

          9  condo abatement, and there is a whole issue about

         10  the inequity between the burden of homeowners in

         11  Class 2 and homeowners in Class 1.

         12                 COUNCIL MEMBER SEARS: That's right.

         13  It's not to move it to Class 1, but I think the

         14  issue, Nadine, is that there are more monies added

         15  by the very taxes of the conversions in Class 2 than

         16  we have considered before.

         17                 CHAIRPERSON WEPRIN: Yes, absolutely,

         18  Council member, that's a very good point. It's a

         19  subject for another hearing.

         20                 COUNCIL MEMBER SEARS: Mr. Chair,

         21  that's a very big thing.

         22                 CHAIRPERSON WEPRIN: I agree. If I can

         23  just interrupt the proceedings for one minute, we

         24  have two members that have to leave from the Bronx,

         25  and if I can just call the roll while we have a
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          2  quorum for them.

          3                 Council Member Maria Baez.

          4                 COUNCIL MEMBER BAEZ: Thank you, and I

          5  apologize to my colleagues, we have to leave, and I

          6  vote aye on all.

          7                 CHAIRPERSON WEPRIN: Council Member

          8  Joel Rivera.

          9                 COUNCIL MEMBER RIVERA: Thank you very

         10  much, Mr. Chair. I vote aye on all.

         11                 CHAIRPERSON WEPRIN: Thank you.

         12                 Sorry, Council member. I didn't mean

         13  to interrupt.

         14                 COUNCIL MEMBER SEARS: That's all

         15  right.

         16                 I'm really making a point that that

         17  is something that we need to look up, because every

         18  year we have to do this. I mean, that's just by law

         19  that we have to do that, and yet we're not looking

         20  at what is changing the profiles in the City of New

         21  York, that's contributing more revenue to a

         22  particular class, and at the same time that class is

         23  still paying a little bit higher than the Class 1.

         24  And that's an inequity that we're not addressing,

         25  and we should in the Council.
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          2                 MS. FELTON: I think just to remind

          3  you, on the co-op condo abatement will run through

          4  2008, but when there will be up a time for it to be

          5  renewed and I think that may be an opportune time,

          6  gearing up, you know, now and for then to sort of

          7  revisit a lot of these questions about valuation and

          8  equity and tax burdens.

          9                 COUNCIL MEMBER SEARS: I understand.

         10                 MS. FELTON: Including the one that

         11  Council Member Brewer raised in terms of how Ronnie

         12  Eldridge's co-op is valued, like a very high-end

         13  market rental.

         14                 COUNCIL MEMBER SEARS: Well, I choose

         15  to bring up at this point, and Council Member Brewer

         16  was there and had some people attending when we had

         17  the hearing on the co-ops and condos, we actually

         18  had a hearing on that, and then as I said, there was

         19  a suggestion in the caucus by Councilman Koppell to

         20  review the issue and have this Council form a

         21  committee to do that.

         22                 I'm adding to that by stating that we

         23  are not addressing the fact that Class 2 is

         24  realizing more revenue than it ever has because of

         25  the conversions that are taking place constantly
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          2  that were not in Class 2, they were straight rental

          3  apartments. That's my point. And I don't think that

          4  that should go unnoticed, not dealt with in the

          5  Council, because it's generating a lot of money.

          6                 MS. FELTON: You have an interesting

          7  point. The only thing that is sort of interesting

          8  about the way co-ops are valued, like I live in a

          9  co-op in the Upper West Side that was rent

         10  stabilized, and the State law, there's a part of the

         11  State law, Section 581, that says that co-ops and

         12  condos will be valued like similar or comparable

         13  rentals. So, you have the situation like mine which

         14  was a rent stabilized, they're actually valued based

         15  on income generated as they were a rent-stabilized

         16  apartment building. So, it's kind of, I mean you're

         17  point is an interesting one and should be looked at,

         18  especially when you look at the prices, but they're

         19  not valued based on sales price of the unit, they're

         20  based on comparable rentals, even though that is

         21  made for a lot of strange valuations in the market.

         22                 COUNCIL MEMBER SEARS: I know how that

         23  works, and the fact is that based on the rentals

         24  within the immediate area, they fluctuate so much,

         25  there are areas in Queens that pay considerably more
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          2  than areas in Manhattan, and we have discussed this.

          3  And that's an extreme --

          4                 MS. FELTON: That's been an issue on

          5  the assessments, which Council Member Weprin and

          6  others, we've been concerned about, that whole

          7  assessment process.

          8                 COUNCIL MEMBER SEARS: Okay, thank

          9  you.

         10                 And I really suggest, Mr. Chair, that

         11  we really move on studying this issue. Thank you.

         12                 CHAIRPERSON WEPRIN: Absolutely.

         13  Absolutely.

         14                 Council Member Fidler.

         15                 COUNCIL MEMBER FIDLER: I'll try to be

         16  brief about this, but I hate to vote when I'm

         17  confused.

         18                 I thought that we set this cap back

         19  in June? And if so, why are we doing it again now?

         20                 CHAIRPERSON WEPRIN: We made a

         21  recommendation to the State Legislature, which

         22  subsequently acted after we passed our budget.

         23  That's the problem.

         24                 COUNCIL MEMBER FIDLER: And so, then

         25  we have to do it again after the recommendation?
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          2                 CHAIRPERSON WEPRIN: After the State

          3  Legislature acted, right.

          4                 COUNCIL MEMBER FIDLER: Now, is there

          5  anything in the world of practicality or the law

          6  that would prevent us from making that

          7  recommendation some time early in the calendar year

          8  of '07? Say February, after the assessments are

          9  released in January, so that the Legislature could

         10  act before we pass the budget, and so we don't have

         11  to do this again and make it appear as if we're

         12  raising taxes?

         13                 MS. FELTON: I don't know, I have to

         14  look at it. Usually a lot of this is done after the

         15  final -- you know, they issue a tentative roll on

         16  January 15th, but the final assessment roll is not

         17  out until May 25th. So, that's why we've been --

         18                 COUNCIL MEMBER FIDLER: And how -- I'm

         19  sorry, go ahead.

         20                 MS. FELTON: -- How much of a

         21  difference, yes.

         22                 I don't know, I'd have to look at

         23  that.

         24                 One of the reasons that we've run up

         25  against this, I guess probably is that it all comes
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          2  up around budget negotiation times, after the final

          3  roll is released. So, it's a short time frame.

          4                 But maybe I can look at that and talk

          5  with my Department of Finance colleagues and see

          6  whether or not that's possible to do.

          7                 COUNCIL MEMBER FIDLER: So, the final

          8  roll must come out on a particular date as per what?

          9                 MS. FELTON: By Charter. I think it's

         10  in the Charter. I think it's actually in the

         11  Charter. There's Charter dates.

         12                 Anne, do you remember? I'm sorry.

         13  There are Charter dates, I believe, that says the

         14  roll must be put out. I think it's in the resolution

         15  itself, yes. May 25th is the date.

         16                 COUNCIL MEMBER FIDLER: And

         17  historically the variation in class share between

         18  the tentative roll and the final roll has been --

         19                 MS. FELTON: Not that much.

         20                 COUNCIL MEMBER FIDLER: Not that much.

         21                 So there is no Charter provision or

         22  statutory provision that prevents us from making the

         23  recommendation based upon the tentative roll, as

         24  opposed to the final roll?

         25                 MS. FELTON: There may not be. We will
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          2  have to take a look at that.

          3                 COUNCIL MEMBER FIDLER: It would

          4  strike me that we not only look at that, if it's

          5  permitted by law, but we absolutely insist upon it.

          6  You know, especially given the fact that property

          7  values are probably going down in Class 1 and 2, I'm

          8  looking at this cap, I'm sure I know I have the

          9  sentiments of at least some of my colleagues, in

         10  saying that the fact that we could only cap it at

         11  two percent last year, which is a political

         12  question, there's absolutely nothing other than

         13  that, it was a political issue as to what we could

         14  cap it at, and we're still seeing Class 3 and 4 tax

         15  rates going down, and my constituents who are not 3

         16  and 4 Class taxpayers pay an increase, that they're

         17  all going to call my office and ask me why I raised

         18  taxes. And we have this conversation every year, but

         19  now I understand it a little more crystally, that

         20  there really is absolutely no reason why we can't

         21  press Albany on this issue earlier in the

         22  legislative session, earlier in the process.

         23                 And, so, I would ask that we

         24  immediately look to see whether or not there is any

         25  legal impediment to doing it, and if there isn't
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          2  any, I'd like to see this resolution or

          3  recommendation made in February, all right? It's not

          4  going to change the budget process at all, it's just

          5  going to change the timetable. And I think that

          6  would give us an opportunity to at least argue, on

          7  behalf of those Class 1 and Class 2 property owners

          8  who are continuing to see their tax rate go up.

          9                 So, that's all I want to say, and Mr.

         10  Chairman, my apology as well, the Brooklyn

         11  Delegation is meeting right now and I'd like to be

         12  able with your indulgence vote and go and join that

         13  meeting.

         14                 CHAIRPERSON WEPRIN: If we can kind of

         15  just have a vote.

         16                 COUNCIL MEMBER FIDLER: Well, you have

         17  four other people who want to speak.

         18                 CHAIRPERSON WEPRIN: Well, actually we

         19  have three others.

         20                 COUNCIL MEMBER FIDLER: The delegation

         21  meeting started at 11:35, so --

         22                 MS. FELTON: Yes, I think, Council

         23  member, we'll look into that and just see what all

         24  the issues legally and in terms of calculations are

         25  in our ability to do that before May 25th, before
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          2  the budget.

          3                 CHAIRPERSON WEPRIN: Incidentally,

          4  I've raised the same issue as Council Member

          5  Fidler's concern, and I would, if it can be done

          6  legally, I would concur with him because I get

          7  calls, as most Council members do, from constituents

          8  who get their new tax bills, who can't understand

          9  why it's going up. So, it is a major problem, and I

         10  think it's something I've raised each and every

         11  year, and I was under the impression that we've had

         12  no choice, but if it's not a legal issue, I'd like

         13  to see it changed as well.

         14                 MS. FELTON: Just, and I don't want to

         15  belabor this either, but just to mention, sometimes

         16  we did not get all the information from the State

         17  until like April or May that we did in the class

         18  share calculation, but they seem to be coming

         19  earlier, so we know earlier on what the shares are

         20  going to look like, or at least an approximation, so

         21  that may be helpful.

         22                 CHAIRPERSON WEPRIN: Okay, we have

         23  Council Member Koppell.

         24                 Council Member Oddo and Comrie, can

         25  you be very brief, and then we can have a vote for
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          2  everyone?

          3                 COUNCIL MEMBER ODDO: Very quickly, on

          4  the process point, Council Member Fidler is

          5  absolutely right. And remember, folks, one year when

          6  the bills were sent out when there was a little bit

          7  of a tiff happening between the then Speaker and the

          8  then Administration, a letter went out from the

          9  Finance Department indicating to all of our

         10  constituents that the City Council raised taxes.

         11                 None of the members who vote in favor

         12  of this have to worry about those members who are

         13  voting against this, accusing any of you of raising

         14  taxes. It's the drive-by media who doesn't

         15  understand this issue at all who is going to say

         16  that we're raising taxes.

         17                 Just Nadine, along the lines of the

         18  questions of Council Member McMahon, you led us to

         19  believe that the only choice we have today is to

         20  either do nothing or accept the two percent cap; is

         21  that correct?

         22                 MS. FELTON: That's right.

         23                 COUNCIL MEMBER ODDO: But that's a

         24  result of the Council going to the State Legislature

         25  back during the budget process and requesting the

                                                            29

          1  COMMITTEE ON FINANCE

          2  two percent cap; is that correct?

          3                 MS. FELTON: That's correct.

          4                 COUNCIL MEMBER ODDO: So, at that

          5  point, the Council could have asked for a different

          6  cap, which would have resulted in a different

          7  breakdown, which theoretically could have resulted

          8  in a greater increase in savings for Class 1's; is

          9  that correct?

         10                 MS. FELTON: That's correct. Anything

         11  lower than two percent.

         12                 COUNCIL MEMBER ODDO: Okay, thank you.

         13                 CHAIRPERSON WEPRIN: Thank you. The

         14  last questioner is Council Member Comrie, then I'm

         15  going to have a vote.

         16                 COUNCIL MEMBER COMRIE: Okay, I want

         17  to take a different tactic, but I'm going to say I

         18  wholeheartedly support Councilman Fidler and Oddo

         19  regarding the need to lower it and do this a lot

         20  earlier in the process so we don't get blamed, and

         21  clearly there is an opportunity to try and get to

         22  the discussion earlier, so that we can get these

         23  caps lowered.

         24                 But my traditional question is, the

         25  people that want to contest their assessment, has
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          2  the process opened up so that people can contest

          3  their assessments in areas that they've gotten new

          4  assessments done?

          5                 MS. FELTON: You mean there's a

          6  certain time period after the tentative roll comes

          7  out on January 15th?

          8                 COUNCIL MEMBER COMRIE: That the

          9  homeowners can contest --

         10                 MS. FELTON: Yes. And I forget, I

         11  think it's March --

         12                 COUNCIL MEMBER COMRIE: Have they

         13  extended that time?

         14                 MS. FELTON: No, I don't believe.

         15  There is a reason for that. I'll tell you one of the

         16  reasons, I think the homeowners have the longest

         17  period of the different classes. I think the

         18  commercial classes have a shorter time period.

         19                 COUNCIL MEMBER COMRIE: Well, that's

         20  unfair also.

         21                 MS. FELTON: Just to keep in mind, I

         22  mean one of the problems is that the Department of

         23  Finance needs to close the books on all the protests

         24  of the assessments, I think, if I'm not mistaken, by

         25  early April, in order for them to generate the final
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          2  roll that by law must come out by May 25th. That's

          3  one of the reasons why the deadlines are what they

          4  are, including the deadline now for all the tax

          5  exemptions is March 15th.

          6                 COUNCIL MEMBER COMRIE: But if you're

          7  contesting your assessment that's already been

          8  locked in, it's just a matter whether you're paying

          9  $87 or $47, basically.

         10                 MS. FELTON: No, it's not been locked

         11  in. Because if you're contesting your assessment,

         12  there is a possibility that the assessment could be

         13  lowered. It's not locked in.

         14                 COUNCIL MEMBER COMRIE: Why would that

         15  affect the overall payments, or the assessments that

         16  are being done in the next calendar year? I don't

         17  understand that.

         18                 MS. FELTON: It doesn't -- you only

         19  have the one year to protest your assessments within

         20  it. Then I think you can still go to court, there is

         21  still some procedure where you can go to court, I

         22  think.

         23                 COUNCIL MEMBER COMRIE: Okay. When

         24  would these assessments be made known to the

         25  homeowner so that they could start the process?
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          2                 MS. FELTON: The next year's

          3  assessments, which will be Fiscal '08, will be made

          4  public on January 15th, '07, and the Department of

          5  Finance sends out now a statement of account to all

          6  property owners, even class one owners, if you pay

          7  your property tax to your mortgage company, you

          8  still get, the owner still receives his address, his

          9  or her address, the statement of account, which then

         10  tells the owner what his assessments will be for the

         11  next year, what exemptions he has, and what

         12  exemptions he might be entitled to, because that was

         13  a law we had passed this year, and then we'll give

         14  then the time frame and then information about how

         15  to protest.

         16                 COUNCIL MEMBER COMRIE: Okay. And that

         17  will be on January 15th.

         18                 MS. FELTON: Yes. And they also put

         19  them up on line now, too, for those people who have

         20  access to those computers, you can go in on line and

         21  look them up.

         22                 COUNCIL MEMBER COMRIE: So you can't

         23  get the number before the 15th?

         24                 MS. FELTON: No, because they won't

         25  really close the assessment, whole assessment
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          2  process until then.

          3                 COUNCIL MEMBER COMRIE: All right,

          4  thank you. I think at another point we need to look

          5  at the other opportunities for homeowners to end,

          6  actually all City property owners to contest, I

          7  understand Class 1's may have more time, but anyone

          8  that feels that their area is being unfairly, market

          9  value being unfairly pushed up, they need to have a

         10  better opportunity to make those adjustments. Thank

         11  you, Mr. Chair.

         12                 CHAIRPERSON WEPRIN: Thank you.

         13                 We've been joined by Council Member

         14  Albert Vann from Brooklyn, and rejoined by Council

         15  Member Bill DeBlasio from Brooklyn. And we've been

         16  joined by Council Member Alan Gerson from Manhattan.

         17                 COUNCIL MEMBER McMAHON: Mr. Chair,

         18  I've got one question, I promise, one quick

         19  question.

         20                 CHAIRPERSON WEPRIN: Can you explain

         21  your vote instead?

         22                 COUNCIL MEMBER McMAHON: It's a

         23  question I need an answer.

         24                 CHAIRPERSON WEPRIN: Go ahead, Council

         25  Member McMahon.
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          2                 COUNCIL MEMBER McMAHON: If the

          3  reduction for Class 1 and 2 have been down to zero

          4  percent as opposed to two percent; what would be the

          5  dollar difference to average homeowners?

          6                 MS. FELTON: That would have been the

          7  savings -- I don't know if I have that. I don't

          8  think I have that with me.

          9                 COUNCIL MEMBER McMAHON: Well, the

         10  sheet in front of me says that the dollar change say

         11  for a Staten Islander, is 204, Citywide I guess it's

         12  196; is all of that attributable to the two percent

         13  increase? Or is some of it naturally occurring?

         14                 MS. FELTON: No, part of that is the

         15  assessed value, yes.

         16                 COUNCIL MEMBER McMAHON: So, the

         17  difference between the zero percent that some would

         18  advocate we should have argued for in the summer, as

         19  opposed to the two percent that we're now approving,

         20  because that's all the State law allows us to do, is

         21  the dollar amount difference?

         22                 MS. FELTON: Well, okay, I could give

         23  a percent.

         24                 COUNCIL MEMBER McMAHON: Percent or

         25  your best faith estimate for the dollar amount? It's
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          2  $2 or $3?

          3                 MS. FELTON: The tax rate increase at

          4  two percent for Class 1 is 2.4 percent. So, the

          5  increase on the tax rate would have been .4 percent.

          6  So, I'm not sure how that works out, because

          7  remember about five percent of the increase

          8  everybody got was for assessments. But the $87 would

          9  have been --

         10                 COUNCIL MEMBER McMAHON: Because of

         11  S7000, I repeat, because of S7000, the average

         12  homeowner in the City is going up $196.

         13                 MS. FELTON: Right.

         14                 COUNCIL MEMBER McMAHON: If it had

         15  been brought down to zero Class 1 and 2, there would

         16  still be an increase, would there not?

         17                 MS. FELTON: The increase would have

         18   -- they would have gotten an increase, of the 196,

         19  okay, the whole -- the 196 represents a seven

         20  percent increase over last year's bill. Of that 196,

         21  the five percent of that is due to increases and

         22  assessments and two percent of that is due, 2.4

         23  percent of that is due to the tax rate. So, of the

         24  196, about 127, they would still get $127 increase,

         25  just for the assessments.
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          2                 COUNCIL MEMBER McMAHON: Okay.

          3                 MS. FELTON: And then they would get a

          4  $66 due to the tax rate. So, if you figure that

          5  maybe if we did a zero percent, they would have

          6  saved another $55, something like that.

          7                 COUNCIL MEMBER McMAHON: The two

          8  percent cap that we're voting on saves them roughly

          9  $90, if it had been down to zero, it would have been

         10  another $60, $66 roughly?

         11                 MS. FELTON: Probably about another

         12  60. In other words, they would have saved --

         13                 COUNCIL MEMBER McMAHON: Another 60,

         14  okay? Okay, got it.

         15                 So, you can't argue that because of

         16  this vote, people's taxes are going up $200.

         17                 MS. FELTON: No, because --

         18                 COUNCIL MEMBER McMAHON: The majority

         19  of that comes in no matter what we do today.

         20                 MS. FELTON: That's right. 127 is due,

         21  of the 196, I'm using now not the Staten Island but

         22  the Citywide, of the 196 increase and the Citywide,

         23  five percent of that or 127 is due to assessments.

         24                 COUNCIL MEMBER McMAHON: No matter

         25  what?
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          2                 MS. FELTON: No matter what.

          3                 COUNCIL MEMBER McMAHON: Okay.

          4                 MS. FELTON: So the Staten Island

          5  would be the same thing, whatever the 4.6, yes.

          6                 COUNCIL MEMBER McMAHON:

          7  Percentage-wise.

          8                 MS. FELTON: Yes.

          9                 COUNCIL MEMBER McMAHON: So, by this

         10  vote we're saving a good amount. Got it. Thank you.

         11                 CHAIRPERSON WEPRIN: Thank you,

         12  Council member.

         13                 Please call the roll.

         14                 COUNCIL CLERK: Council Member Weprin.

         15                 CHAIRPERSON WEPRIN: Aye on all. We're

         16  voting on the three tax-fixing resolutions. Aye on

         17  all.

         18                 COUNCIL CLERK: Reyna.

         19                 COUNCIL MEMBER REYNA: Aye on all.

         20                 COUNCIL CLERK: Brewer.

         21                 COUNCIL MEMBER BREWER: I vote aye. I

         22  do hope following up with some of the discussion

         23  here today that the condo co-op and that the

         24  abatement runs out in '08, that we have a much

         25  larger discussion about condos and co-ops, and I
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          2  also think, hope there is a Staten Island Advance

          3  reporter here. I vote aye.

          4                 COUNCIL CLERK: Comrie.

          5                 COUNCIL MEMBER COMRIE: Aye on all.

          6                 COUNCIL CLERK: Fidler.

          7                 COUNCIL MEMBER FIDLER: It should have

          8  been zero, but I vote aye.

          9                 COUNCIL CLERK: Gerson.

         10                 COUNCIL MEMBER GERSON: Aye, with the

         11  expectation we'll move forward with real reform on

         12  the property tax system. Aye on all.

         13                 COUNCIL CLERK: Jackson.

         14                 COUNCIL MEMBER JACKSON: Aye on all.

         15                 COUNCIL CLERK: Koppell.

         16                 COUNCIL MEMBER KOPPELL: Mr. Chairman,

         17  to explain my vote, there are two people in this

         18  room, Councilman Vann and myself, who voted for

         19  S7000. Let me say, first of all, to Mr. McMahon and

         20  others, that if it wasn't for S7000, your and my

         21  single-family homeowners really would be paying

         22  three times as much in property tax.

         23                 Second of all, while it's very nice

         24  to say we should have zero class share shift, the

         25  class share shift is based on the aggregate market
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          2  value of single family properties and also multiple

          3  dwelling properties, as compared to the market value

          4  of commercial properties. And by the way, commercial

          5  properties pay about 40 percent of assessed pay, and

          6  private homeowners pay -- I mean their assessment is

          7  about 40 percent of market value, and private

          8  homeowners' assessment is about five percent of

          9  market value.

         10                 CHAIRPERSON WEPRIN: Eight percent.

         11  Eight percent.

         12                 COUNCIL MEMBER KOPPELL: Eight percent

         13  now? Okay, eight percent.

         14                 So, it seems to me that there is an

         15  element of fairness if the market value of one

         16  particular class, and by the way S7000 kept the

         17  class system, in many parts of the State there is no

         18  class system, which would mean that the

         19  single-family homeowners would be in much worse

         20  shape. But the whole point of S7000 was to preserve

         21  a class system in New York City and Nassau County,

         22  to tremendous benefit of single-family homeowners.

         23  But the idea is that the various classes should bear

         24  a proportionate share of the burden of financing the

         25  City. And if you say that the shift should be zero,
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          2  what you're saying is that even though the market

          3  value of residential share went up, the entire

          4  burden of the increase in value should be placed on

          5  commercial properties.

          6                 You know, believe me, I represent

          7  many single family homeowners, but from a point of

          8  view of fairness, if the aggregate market value of

          9  single-family and multiple residences goes up more

         10  than the class share of commercial properties, some

         11  adjustment is appropriate. I think two percent made

         12  sense, I supported the two percent. The State

         13  Legislature when we passed 7000 said it could be as

         14  much as five percent, and that's what the

         15  Legislature is amending each year. I just want to

         16  explain it because I don't want to make it sound

         17  like we're doing something terribly unfair.

         18                 Look, I wish it would be zero too,

         19  because my homeowners are more important to me than

         20  my commercial owners. But there is an element of

         21  fairness in what we finally did in 1981. Thank you.

         22                 I vote aye.

         23                 CHAIRPERSON WEPRIN: Thank you.

         24                 COUNCIL CLERK: McMahon.

         25                 COUNCIL MEMBER McMAHON: I'll just
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          2  briefly explain my vote, Mr. Chairman.

          3                 CHAIRPERSON WEPRIN: You may.

          4                 COUNCIL MEMBER McMAHON: And Council

          5  Member Koppell, and Council Member Vann, you know,

          6  we won't hold it against you too much, what you've

          7  done, and we appreciate your experience that you

          8  bring to this discussion.

          9                 I think the only problem with your

         10  argument, though, is that it would be valid if the

         11  assessed values were truly reflective of today's

         12  current assessed values. The great injustice lies in

         13  the fact that, as the residential real estate market

         14  is flat or going downwards at best, we are here now

         15  at a much later time, sort of assessing homeowners

         16  with an increase, commercial properties values are

         17  soaring and what's holding the City afloat, and,

         18  yet, for some reason, under this scenario they seem

         19  to be getting a decrease in taxes. So, that's the

         20  unfairness I think we see.

         21                 Having said that, it is my privilege

         22  and honor to vote today for $127 million tax cut,

         23  and bringing home to Staten Islanders a savings in

         24  their tax bills of $90 to $100 and let us all just

         25  work towards reforming the system and doing an
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          2  across-the-board tax cut for the City itself, and

          3  that's why I've introduced a bill to do that at ten

          4  percent, and I will continue to push that with my

          5  members.

          6                 Having said that, Mr. Chairman, I

          7  thank you for your indulgence, and I vote aye.

          8                 CHAIRPERSON WEPRIN: Thank you,

          9  Borough President McMahon.

         10                 COUNCIL CLERK: Sears.

         11                 COUNCIL MEMBER SEARS: Aye.

         12                 COUNCIL CLERK: Vallone.

         13                 COUNCIL MEMBER VALLONE: Pass.

         14                 COUNCIL CLERK: Vann.

         15                 COUNCIL MEMBER VANN: Mr. Chairman, I

         16  accept Olly Koppell's analysis. I did a good thing

         17  in '81, and I vote aye today.

         18                 COUNCIL CLERK: Yassky.

         19                 COUNCIL MEMBER YASSKY: Aye.

         20                 COUNCIL CLERK: Gentile.

         21                 COUNCIL MEMBER GENTILE: Aye.

         22                 COUNCIL CLERK: Gallagher.

         23                 COUNCIL MEMBER GALLAGHER: Mr.

         24  Chairman, may I be temporarily excused to explain my

         25  vote?
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          2                 CHAIRPERSON WEPRIN: Yes, you may.

          3                 COUNCIL MEMBER GALLAGHER: I would

          4  like to say thank you to Council Member Fidler for

          5  bringing up the discussion and the need to have a

          6  zero rate. I surely support that, and I think that

          7  we should have acted earlier and asked for a zero

          8  rate to save our taxpayers further.

          9                 But I'd like to let my colleagues

         10  know all those who are concerned about tax decreases

         11  and relief for the hard-working middle class

         12  property owners across the City.

         13                 I intend to vote no on this because I

         14  think we should be doing more, and I will gladly

         15  change my no vote for a commitment from a majority

         16  member of this Council for a reduction in the tax

         17  rate. The 18.5 percent that I voted in opposition to

         18  was too onerous and it was unnecessary at the time,

         19  it's produced massive amounts of surpluses.

         20                 In addition, the middle class

         21  taxpayers that I know are still having a hard time

         22  making ends meet. The value of their home has gone

         23  up, but the mortgage rate hasn't gone down, nor has

         24  their cost for education and so many other variables

         25  that are making it difficult for the middle class to
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          2  survive in this City.

          3                 And accordingly, I would hope that

          4  this Council would look at reducing the tax rate to

          5  give real relief to the middle-class homeowners in

          6  this City. So, I vote no on all three tax-fixing

          7  resolutions.

          8                 COUNCIL CLERK: Oddo.

          9                 COUNCIL MEMBER ODDO: May I be

         10  temporarily excused to explain my vote?

         11                 CHAIRPERSON WEPRIN: Yes, you may.

         12                 COUNCIL MEMBER ODDO: The history of

         13  the real property taxation in this City and State is

         14  really a confusing --

         15                 CHAIRPERSON WEPRIN: We only have a

         16  half hour, Council member.

         17                 COUNCIL MEMBER ODDO: Yes, that's

         18  okay.

         19                 ... Confusing litany of political

         20  band-aids and political arrangements, and if you're

         21  confused now, there's a great chapter in the book

         22  that Ray Horton, the former CBC had wrote about it

         23  that gives the history that Olly and Al lived. I

         24  would just say to Council Member Koppell, I agree

         25  with his assessment, but I would just put onto the
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          2  record the fact that I believe that single-family

          3  homes are a unique part of this City and deserve a

          4  particularly enhanced sensitivity and treatment

          5  considering the unique role it plays in the City,

          6  and I vote no.

          7                 COUNCIL CLERK: Vallone.

          8                 COUNCIL MEMBER VALLONE: I agree with

          9  everything that Jimmy Oddo and Dennis Gallagher

         10  said, and may of my colleagues, I also agree that

         11  the rate should be zero. However, that's not before

         12  us right now. It appears to me right now the best

         13  way to least hurt homeowners would be to vote aye on

         14  all, so I do.

         15                 COUNCIL CLERK: By a vote of 16 in the

         16  affirmative, two in the negative and no abstentions,

         17  all preconsidered resolutions are adopted.

         18                 Council Members, please sign the

         19  Committee reports, if you have not done so. Thank

         20  you.

         21                 CHAIRPERSON WEPRIN: I'm going to keep

         22  the roll open for a half hour for those that are in

         23  and around the building. Other than that, we're

         24  adjourned.

         25                 COUNCIL CLERK: Council Member
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          2  Gennaro.

          3                 COUNCIL MEMBER GENNARO: Yes.

          4                 COUNCIL CLERK: The vote on Finance

          5  now stands at 17 in the affirmative and two in the

          6  negative.

          7                 COUNCIL CLERK: Council Member

          8  DeBlasio.

          9                 COUNCIL MEMBER DeBLASIO: Aye on all.

         10                 COUNCIL CLERK: The Committee on

         11  Finance now stands at 18 in the affirmative, two in

         12  the negative and no abstentions.

         13                 (Hearing concluded at 12:42 p.m.)
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         15  blood or marriage, and that I am in no way

         16  interested in the outcome of this matter.

         17                 IN WITNESS WHEREOF, I have hereunto

         18  set my hand this 29th day of November 2006.
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                                   ---------------------

         24                          CINDY MILLELOT, CSR.
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          9            I, CINDY MILLELOT, a Certified Shorthand

         10  Reporter and a Notary Public in and for the State of

         11  New York, do hereby certify the aforesaid to be a

         12  true and accurate copy of the transcription of the

         13  audio tapes of this hearing.
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