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          1  COMMITTEE ON HOUSING AND BUILDINGS

          2                 CHAIRPERSON PROVENZANO: Good morning.

          3  My name is Madeline Provenzano, and I chair the

          4  Committee on Housing and Buildings.

          5                 Today the Committee is conducting its

          6  third hearing concerned proposed Intro. No. 186-A, a

          7  local law to amend the Administrative Code of the

          8  City of New York, in relation to creating a right of

          9  first refusal and a first opportunity to purchase.

         10                 This legislative item was drafted to

         11  address the need to preserve affordable housing in

         12  New York City.

         13                 In a City that is faced with a

         14  growing shortage of affordable housing, government

         15  must make hard choices about how and where to extend

         16  our resources.

         17                 With less affordable places to

         18  reside, low- and moderate-income families are

         19  finding it harder and harder to reside within the

         20  City.

         21                 Proposed Intro. No. 186-A would

         22  create a right of first refusal and a first

         23  opportunity to purchase, which in essence would give

         24  tenants in certain affordable rental housing an

         25  opportunity to purchase the property where they

                                                            3

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  reside under specific circumstances and keep it

          3  affordable.

          4                 Private owners would be compensated

          5  for their buildings at either the appraised market

          6  price or price or a price offered by an outside

          7  bonafide purchaser.

          8                 Proposed Intro. No. 186-A would apply

          9  to certain housing developments created,

         10  administered or supervised by the City or State

         11  under Article II or Article IV of the Private

         12  Housing Finance Law; to developments providing

         13  project-based assistance under section eight of the

         14  United States Housing Act of 1937 and to housing

         15  developments governed by sections 202, 207, 221,

         16  232, 236 or 811 of the National Housing Act.

         17                 Some of the highlights of this

         18  legislation can be summarized as follows:

         19                 Owners who wish to exit from their

         20  current affordable rental housing program must

         21  provide tenants with 12 months notice before such

         22  conversion is to take place.

         23                 Owners can now expect to receive an

         24  appraised market value for their buildings, which in

         25  some cases should result in a reasonable speculative
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          2  value.

          3                 Tenants would have the express

          4  ability to assign their right of first refusal and

          5  write a first opportunity to purchase to

          6  not-for-profit corporations, as well as to

          7  for-profit corporations, thereby potentially

          8  increasing the chances of receiving the necessary

          9  finances to purchase and own the property where they

         10  reside.

         11                 Upon appropriate indication by the

         12  tenants of their intent to exercise their right of

         13  first refusal, and/or first opportunity to purchase.

         14  HPD will convene an appraisal panel consisting of

         15  three appraisers, chosen by the owner and the

         16  tenants and if need be HPD, who will determine the

         17  market value of the building within 30 days from the

         18  date that the notice is served by the tenants.

         19                 The owner and tenants, or qualified

         20  entity can seek permission from HPD to waive such

         21  appraisal process where there is a prior mutually

         22  agreed upon appraisal value for the building.

         23                 If the intended conversion by the

         24  owner is to sell the building, that owner may

         25  entertain offers to purchase from outside interested
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          2  parties.

          3                 HPD will determine if any such offer

          4  is in good faith, and within reason, given the

          5  market value appraisal. If approved, such bonafide

          6  offer to purchase must be met by the tenants if it

          7  is higher than the market value appraisal.

          8                 Now we're going to have a little test

          9  to see if you understood what I said.

         10                 We have been joined by Councilwoman

         11  Gale Brewer, Council Member James Oddo, Council

         12  Member Liu Fidler, Council Member Robert Jackson,

         13  Council Member Joel Rivera, Council Member Tony

         14  Avella, okay, when they enter the room, they will be

         15  announced.

         16                 Alan, if you want to speak, enter the

         17  room. You can't speak from there.

         18                 The bill is sponsored by Council

         19  Member Alan Gerson, who I know did a lot of work on

         20  this. And, Alan, we're actually going to allow you

         21  to speak on this. But you know the rules, right?

         22                 COUNCIL MEMBER GERSON: No more than

         23  35 minutes? Okay, in that case, and also because I

         24  do have to leave before we vote to speak at a

         25  graduation, to the point, Madam Chair, thank you

                                                            6

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  very much for your leadership in conducting the

          3  hearings, for your leadership on this bill, but on

          4  all things with which I've had the privilege to work

          5  with you on.

          6                 To my colleagues, thank you each

          7  very, very much. And to demonstrate my appreciation,

          8  I'll take 30 seconds to report to you two points.

          9  One is, at a conference call late last night for a

         10  final review with the law professors of whom we've

         11  been consulting, in weight of expected, the United

         12  States Supreme Court rulings, both professors, Fran

         13  Sisi of Seton Hall, and Merrill, one of the renown

         14  experts in the law of takings at Columbia Law School

         15  concurred that we should move forward with the bill,

         16  that the bill is on firm constitutional footing.

         17                 Secondly, to you and to everyone in

         18  the audience, especially my friends in the real

         19  estate industry, from the very, very beginning, we

         20  set out to make this a win win win proposition, all

         21  of the procedures and processes in place assure that

         22  owners will receive the highest of fair market

         23  values, and/or the tenant purchasers under this bill

         24  will have to match any competing bonafide offer,

         25  even if that offer is higher than appraised value.
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          2  This is probably one of the most conservative

          3  approaches in terms of assuring respect for the

          4  property rights of owners and for their right to an

          5  economic -- to their right for a return on their

          6  economic investments that we could take in order to

          7  achieve the preservation of housing.

          8                 A generation ago we implemented rent

          9  control at a time of a housing crisis, without any

         10  compensation to owners for the diminished economic

         11  value. We face an equally severe housing crisis now,

         12  but this time we've gone out of our way to assure

         13  full, fair and more compensation to owners.

         14                 I appeal to all of us, let's work

         15  together, let's make this happen. If we don't

         16  preserve this housing, we'll always be playing

         17  catch-up when it comes to affordable housing. I

         18  thank all of you who will be voting yes and I ask

         19  all of us to work together to make this program

         20  successful, and thank you, each of my colleagues,

         21  for your input and your leadership in bringing us to

         22  this day.

         23                 Thank you very much.

         24                 CHAIRPERSON PROVENZANO: Thank you,

         25  Alan. That was good.
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          2                 COUNCIL MEMBER GERSON: That was part

          3  one. No.

          4                 CHAIRPERSON PROVENZANO: Oh. See, all

          5  these folks know you very well. They're your people

          6  out there. We've also been joined by Council Member

          7  Leroy Comrie, and I think now we're ready to vote.

          8                 COUNCIL CLERK: Council Member

          9  Provenzano.

         10                 CHAIRPERSON PROVENZANO: I vote yes.

         11                 COUNCIL CLERK: Rivera.

         12                 COUNCIL MEMBER RIVERA: I vote aye.

         13                 COUNCIL CLERK: Avella.

         14                 COUNCIL MEMBER AVELLA: Aye.

         15                 COUNCIL CLERK: Brewer.

         16                 COUNCIL MEMBER BREWER: Madam Chair, I

         17  vote aye.

         18                 I will say that having 22

         19  Mitchell-Lamas, or even post Mitchell-Lamas in my

         20  district, I'm very familiar with the buy-out crisis.

         21  I respect Council Member Gerson's attempt to ensure

         22  that affordable housing continues. It's a real

         23  strain to preserve affordable housing. And I am

         24  voting aye.

         25                 However, without sufficient funding
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          2  for tenants to be able to make the purchase, I do

          3  worry about this being effective, and I look forward

          4  to the ongoing dialogue with a great Commissioner of

          5  HPD, Shaun Donovan, and with the advocates and with

          6  the owners to try to continue the struggle for

          7  affordable housing.

          8                 Thank you.

          9                 COUNCIL CLERK: Comrie.

         10                 COUNCIL MEMBER COMRIE: I'm going to

         11  abstain, Madam Chair. I want to second the comments

         12  of Gale Brewer and just add to it. No disrespect to

         13  any of the other members, but I'm just concerned

         14  about the affordability aspect and whether or not

         15  we're actually going to be able to find people to

         16  finance this.

         17                 While I'm concerned about affordable

         18  housing, and I haven't seen all of the aspects of

         19  the bill, my gut tells me that it's not going to

         20  work. So, therefore, I'm going to, to respect to

         21  everyone that's trying to make this work, I'm going

         22  to abstain.

         23                 COUNCIL CLERK: Fidler.

         24                 COUNCIL MEMBER FIDLER: Madam Chair,

         25  can I be briefly excused to explain my vote?
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          2                 First of all, as an NYU Law School

          3  boy, I'm very hesitant to accept the word of any

          4  Columbia Law School professor, so that gives me

          5  doubt to begin with. But I am first persuaded by the

          6  passion of the bill's sponsor, Council Member

          7  Gerson, by the tenacious logic of my friend Jamani

          8  Williams, who is the Executive Director of Tenants

          9  and Neighbors, and I want to say this to my

         10  colleagues who just expressed their hesitance. And I

         11  have hesitance about this too, and I have some

         12  hesitance as to whether or not in the real world

         13  it's going to work, but I also know that if we don't

         14  pass it, it's got no chance to work. And, we have

         15  to, you know, we may be back here, you know, trying

         16  to fix it, plug it up, make it work better, but if

         17  we don't pass it, there won't be any issue whether

         18  or not there's adequate funding for tenants to make

         19  it work because there won't be any mechanism that

         20  can work.

         21                 So, having said that, I vote aye.

         22                 COUNCIL CLERK: Jackson.

         23                 COUNCIL MEMBER JACKSON: Madam Chair,

         24  may I be excused to explain my vote?

         25                 CHAIRPERSON PROVENZANO: Yes.
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          2                 COUNCIL MEMBER JACKSON: Thank you.

          3                 All things considered, I agree with

          4  what my colleague Lew Fidler had to say, that we

          5  must pass this legislation in order to make it work.

          6  And clearly, the City of New York, the Mayor has

          7  declared, and everyone has declared, even at the

          8  Rent Guidelines Board, even owners represented or

          9  declared that there is a housing crisis in New York

         10  City, and if everyone realized there's a housing

         11  crisis in New York City, then people must act, and

         12  as representatives of the people, we are acting by

         13  moving forward 186-A.

         14                 I wholeheartedly vote aye.

         15                 COUNCIL CLERK: James.

         16                 COUNCIL MEMBER JAMES: May I be

         17  excused to explain my vote?

         18                 A lot of opponents of this bill have

         19  approached me expressing concerns with regards to

         20  the provision that they feel is in violation of the

         21  eminent domain statute.

         22                 As most of you know, I am facing an

         23  eminent domain fight in Brooklyn where a significant

         24  number of small businesses and renters who have been

         25  there for some time are going to be removed from
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          2  their homes from the sake of a basketball arena,

          3  which some of my colleagues support.

          4                 And since I am obviously opposed to

          5  the taking of any property for private purposes,

          6  which doesn't really have any public benefit.

          7                 In this particular case it does have

          8  public benefit. There is a scarcity of public

          9  housing. It's my understanding that the supreme

         10  court will be ruling on eminent domain perhaps by

         11  the end of this week, and given the scarcity of

         12  affordable housing in this district, this truly

         13  serves, it truly serves the public interest, and,

         14  therefore, I proudly, proudly and resoundedly vote

         15  aye.

         16                 COUNCIL CLERK: Oddo.

         17                 COUNCIL MEMBER ODDO: May I be

         18  temporarily excused to explain my vote?

         19                 Thank you, Madam Chair.

         20                 I hope I don't do any damage to the

         21  reputation of Council Member Brewer, whom I

         22  absolutely respect. I hope I don't damage her

         23  reputation by saying this, but I agree with a lot of

         24  what you said. And I think, first let me say to you,

         25  Councilman Gerson, who is, as Council Member Fidler
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          2  said, a very compassionate and persuasive advocate

          3  for this bill, I compliment these efforts and I

          4  think the bill is well-intentioned.

          5                 I just think the bill is going to

          6  give a lot of people false hope and I think the bill

          7  is illusory. I don't think folks are going to be

          8  able to come together and get the money necessary to

          9  buy these buildings. And if we're truly, if we're

         10  truly interested in helping people, we should be

         11  saying time out, let's go to the Administration,

         12  let's get money to really subsidize this so that

         13  people have a fair shot. And this bill should be

         14  voted on after we negotiate money put in the budget.

         15                 And I don't think it's as simple as,

         16  well, we pass it if it doesn't work, we'll fix it.

         17  We're not passing it in a vacuum. We pass it, we

         18  enact a bill, there are ramifications for that bill,

         19  and I just think it's going to give the tenants

         20  false hope and I think it's the source of

         21  frustration on the other side, and I think it

         22  amounts to nothing in the end.

         23                 I just think this Council, when it

         24  comes to housing, wants its cake and eat it too.

         25                 We pass rent control and rent
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          2  stabilization and overbroad bills like the lead

          3  bill, and then we bemoan the fact that there isn't

          4  affordable housing, as if the two have nothing to do

          5  with each other.

          6                 You can't have it both ways. Again, I

          7  compliment that sponsors for the effort, but I think

          8  we should find the money to help these folks

          9  actually by their homes.

         10                 And that and a whole host of public

         11  policy issues that I won't get into, I'm voting no.

         12                 COUNCIL CLERK: Reyna.

         13                 COUNCIL MEMBER REYNA: Permission to

         14  explain my vote? Thank you, Madam Chair. I apologize

         15  for being late.

         16                 I just wanted to commend Council

         17  Member Gerson in assisting his constituency, as well

         18  as New Yorkers, who struggle day-to-day in just

         19  maintaining their affordable housing.

         20                 At the moment, I could not agree more

         21  with Council Member Oddo, as far as assisting these

         22  potential homeowners who could become homeowners.

         23  But tenants have a need, the options, to remain in

         24  their homes, and right now they face no option, and

         25  this will give them the opportunity to feel like

                                                            15

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  they have another door to open.

          3                 And, so, with that I vote aye in

          4  favor of 186-A, and do hope that we can continue

          5  seeking the assistance they need in ensuring that

          6  they will one day not just make this option an

          7  option B, but an option A with real subsidies that

          8  will assist them in permanent affordable housing.

          9                 Thank you.

         10                 COUNCIL CLERK: By a vote of eight in

         11  the affirmative, one in the negative and one

         12  abstention, proposed Introduction 186-A is adopted.

         13  Council members, please sign the Committee reports.

         14                 CHAIRPERSON PROVENZANO: Thank you

         15  very much.

         16                 Congratulations, Councilman Gerson.

         17  You did a good job.

         18                 And tenants, you did a good job. Now,

         19  remember, you all have to vote for him again. Oh,

         20  he's got no opposition.

         21                 Are we holding the vote open, or we

         22  have everybody or what?

         23                 We have enough. Okay, so this hearing

         24  is adjourned.

         25                 (Hearing concluded at 11:45 a.m.)

                                                            16

          1

          2              CERTIFICATION

          3

          4

          5     STATE OF NEW YORK   )

          6     COUNTY OF NEW YORK  )

          7

          8

          9                 I, CINDY MILLELOT, a Certified

         10  Shorthand Reporter and Notary Public in and for the

         11  State of New York, do hereby certify that the

         12  foregoing is a true and accurate transcript of the

         13  within proceeding.

         14                 I further certify that I am not

         15  related to any of the parties to this action by

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

         17  interested in the outcome of this matter.

         18                 IN WITNESS WHEREOF, I have hereunto

         19  set my hand this 23rd day of June 2005.

         20

         21

         22

         23

         24

                                   ---------------------

         25                          CINDY MILLELOT, CSR.

                                                            17

          1

          2             C E R T I F I C A T I O N

          3

          4

          5

          6

          7

          8

          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.

         14

         15

         16

         17

         18

         19

         20

         21

         22

         23

         24                 -----------------------

                              CINDY MILLELOT, CSR.

         25

