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          1  COMMITTEE ON HOUSING AND BUILDINGS

          2                 CHAIRPERSON SPIGNER: Good afternoon.

          3  The Council's Committee on Housing and Buildings is

          4  in order.

          5                 I am Council Member Archie Spigner,

          6  and I chair the Council's Committee on Housing and

          7  Buildings.

          8                 Today the Committee is conducting a

          9  hearing on two preconsidered intros, by Council

         10  Member Rodriguez, denying proposed third-party

         11  transfers in his district. We come here today on

         12  short notice because these properties are

         13  automatically approved for transfer, unless the

         14  Council passes a law within 45 days from the point

         15  at which we receive notification from the Department

         16  of Finance.

         17                 On this round we officially received

         18  notification on January 11th for any disapproval, it

         19  must be passed at the Stated Council Meeting of

         20  February 7th.

         21                 In other to age a disapproval bill

         22  this Committee must act today.

         23                 I apologize for the short notice

         24  under which we are all operating, but the statutory

         25  limits require this timetable.
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          2                 I applaud the efforts of my

          3  colleagues both in the first round of this program

          4  and in this round who have tried within these tight

          5  time frames to acquaint themselves with the

          6  properties and proposed recipients of these

          7  properties.

          8                 The Third-Party Transfer Program was

          9  established to ensure that distressed properties,

         10  properties in tax arrears that have major violations

         11  are not likely to be able to correct the situation

         12  without help, receive the help they need instead of

         13  the City selling the tax liens as we do in other

         14  situations.

         15                 Today we will hear about these two

         16  proposed transfers in the 38th Council District. I

         17  will ask the Administration to join us, and I see at

         18  the table Mr. James Gardella and members of HPD

         19  staff.

         20                 Mr. Gardella, if you will identify

         21  yourself, and the members of your staff accopanying

         22  you, we will be pleased to accept your view on

         23  today's discussion.

         24                 ASSISTANT COMMISSIONER GARDELLA:

         25  Thank you, Mr. Chairman.
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          2                 My name is James Gardella. I am

          3  Assistant Commissioner for Intergovernmental Affairs

          4  at HPD. With me is Luis Aragon, who is Associate

          5  Commissioner of Property Services, and Alicia Glen,

          6  who is Assistant Commissioner for Housing and

          7  Finance.

          8                 CHAIRPERSON SPIGNER: Alicia Rend?

          9                 ASSISTANT COMMISSIONER GARDELLA: I am

         10  sorry, Alicia Glen.

         11                 I think the Chairman summed up a bit

         12  of history. I will just say that we are here because

         13  in rather ground-breaking legislation in 1996 the

         14  Council passed third-party transfer legislation,

         15  which enables the City to take very distressed

         16  buildings, and instead of, in essence, the old way

         17  of the City taking it into its central management

         18  program, and attempting to find bandaid solutions

         19  while we are preparing the building for sale to

         20  private ownership, the legislation allows the City

         21  where there is a history of either landlord walking

         22  away, passing away or otherwise not fulfilling his

         23  responsibilities as a landlord to transfer to a

         24  reputable third-party owner these properties, and

         25  those third-party owners are selected by means of
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          2  responding to requests for qualifications that the

          3  City has put out or otherwise being qualified as in

          4  established non-profit groups in the community.

          5                 This is the second time we have

          6  brought third-party buildings to the Council, the

          7  first round was in the Bronx, in 1999. All of those

          8  buildings were allowed to go through by the Council

          9  for new ownership, and the very first of those

         10  buildings are being renovated, have been renovated,

         11  and there will be a ground-breaking and transfer to

         12  the third-party owner of those buildings in the

         13  Bronx in the spring.

         14                 This is the second time we have

         15  brought a round of third-party actions to the

         16  Council. These involve properties, both occupied and

         17  vacant buildings and new vacant lots in the Bronx

         18  and Brooklyn.  There are ten properties in total in

         19  the Bronx, there are 42 properties in Brooklyn.

         20                 It is my understanding, based upon

         21  the Chairman's opening remarks, that there is going

         22  to be questions directed to HPD, about two of those

         23  properties, both of them in Community Board 7, in

         24  the Sunset Park Community in Brooklyn, and in fact,

         25  they are approximate to each other. They are located
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          2  on the same tax block.

          3                 With that, unless my colleagues have

          4  something initial, we are certainly available for

          5  questions from you, Mr. Chairman, or from the

          6  members of the Committee.

          7                 CHAIRPERSON SPIGNER: Okay, we are

          8  joined by Council Member Provenzano, Council Member

          9  Warden and Council Member Nelson and Council Member

         10  Rodriguez.

         11                 Let me ask you, Commissioner

         12  Gardella, when these buildings are transferred,

         13  first of all, you issue an RFP for those people who

         14  are interested in taking over the --

         15                 ASSISTANT COMMISSIONER GARDELLA: An

         16  RFQ. I don't know if I said P or Q, but it is

         17  Request for Qualifications.

         18                 CHAIRPERSON SPIGNER: Request for

         19  Qualifications. And those who feel they have those

         20  qualifications, they submit their names to HPD?

         21                 ASSISTANT COMMISSIONER GARDELLA: Yes.

         22                 CHAIRPERSON SPIGNER: And then HPD

         23  goes through the list of those who have submitted

         24  it, and you determine from those applications who

         25  you feel that, what makes the best fit in the
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          2  building and the experience and the capacity of

          3  those applying?

          4                 ASSISTANT COMMISSIONER GARDELLA:

          5  That's correct.

          6                 CHAIRPERSON SPIGNER: And you award

          7  the property, all right?

          8                 Now, when you award the property, the

          9  property is awarded, and what is the status of the

         10  property when it is awarded?

         11                 ASSISTANT COMMISSIONER GARDELLA:

         12  Clearly the properties would not be part of the

         13  third-party transfer if they were pristine or in

         14  good condition or readily or desirable or if there

         15  was someone functioning in a managerial capacity.

         16  So, basically, they are behind, they owe property

         17  taxes, they often owe emergency repair liens, they

         18  usually owe what shows on the books as other City

         19  charges, what basically is usually water and sewer

         20  charges.

         21                 In the case of the two properties

         22  that you mentioned in Community Board 7 in Brooklyn,

         23  one property owes some 90,000 in charges, that's the

         24  one on 56th Street.

         25                 CHAIRPERSON SPIGNER: Are those real

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

                                                            9

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  estate taxes or water taxes?

          3                 ASSISTANT COMMISSIONER GARDELLA:

          4  Those are a combination of both, are they not?

          5                 A combination of both.

          6                 In the case of the building on the

          7  corner of Fifth Avenue and 56th Street, it is

          8  $1,400,000, and that breaks out at roughly 680 in

          9  real estate, 630 in water and sewer, and 12,000,

         10  14,000 in emergency repair liens, totalling a

         11  million four. So, I may have missed a thousand here

         12  or there, but it is a substantial sum.

         13                 CHAIRPERSON SPIGNER: So, now, when

         14  you select the entity to rehabilitate this property

         15  or those properties, these charges are wiped out,

         16  these arrears are wiped out, right?

         17                 ASSISTANT COMMISSIONER GARDELLA: Yes,

         18  sir.

         19                 CHAIRPERSON SPIGNER: And do you also

         20  give money to this third party to rehabilitate the

         21  building or do they have to bring their own money?

         22                 ASSISTANT COMMISSIONER GARDELLA: I

         23  think Alicia could probably address that.

         24                 ASSISTANT COMMISSIONER GLEN: Hi. Good

         25  afternoon.
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          2                 When we select the third party

          3  transferee, the ultimate owner of the property, it

          4  is expected that they will come to HPD to go through

          5  one of our loan programs. Most typically the

          6  participation loan program where we will be offering

          7  them below market financing to rehabilitate the

          8  building, bring them up to code and do any other

          9  necessary repairs in the building.

         10                 CHAIRPERSON SPIGNER: This is not a

         11  grant, it's a loan?

         12                 ASSISTANT COMMISSIONER GLEN: It's a

         13  loan, although the PLP money comes in at one

         14  percent, so it's a low interest loan, and, so, the

         15  total loan package depending on the economic of the

         16  building, the rate will vary ultimately.

         17                 CHAIRPERSON SPIGNER: It is still a

         18  loan, even though it is one percent.

         19                 ASSISTANT COMMISSIONER GLEN: It's a

         20  loan. These are not grants. Just like in any other

         21  HPD program, if a private owner --

         22                 CHAIRPERSON SPIGNER: The only expense

         23  then that this new owner, because they are now the

         24  owner in fact, right?

         25                 ASSISTANT COMMISSIONER GLEN: Yes,

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

                                                            11

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  they actually hold title.

          3                 CHAIRPERSON SPIGNER: The owner has,

          4  is to repay the money that it has cost to renovate

          5  the buildings?

          6                 ASSISTANT COMMISSIONER GLEN:

          7  Absolutely. They sign a loan, a note mortgage, as

          8  any other borrower would, be it a for-profit or a

          9  not-for-profit.

         10                 CHAIRPERSON SPIGNER: Based on the

         11  experience in the Bronx, do we have any idea of what

         12  the average cost for renovating these units?

         13                 ASSISTANT COMMISSIONER GLEN: We do,

         14  actually. Overall in the Bronx the average loan

         15  amount -- do you want the loan amount or how much --

         16                 CHAIRPERSON SPIGNER: The loan amount,

         17  divided, equaled out per unit.

         18                 ASSISTANT COMMISSIONER GLEN: It was

         19  roughly about $70,000 per unit was loaned, that is a

         20  combination of City money and conventional

         21  financing. We get it through the Participation Loan

         22  Program, so there are various banks that participate

         23  with us.

         24                 CHAIRPERSON SPIGNER: So, $70,000, so

         25  if it is a ten-unit building, someone will get a
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          2  completely renovated building for $700,000?

          3                 ASSISTANT COMMISSIONER GLEN: Well,

          4  that is one way of thinking about it.

          5                 You will mortgage your building. You

          6  will have a mortgage on your building for the amount

          7  of money that you borrow.

          8                 CHAIRPERSON SPIGNER: It is still your

          9  building, and it's a brand new totally gut

         10  renovated, in some instances may be or whatever it

         11  is?

         12                 ASSISTANT COMMISSIONER GLEN: Right.

         13  Some buildings don't need gut rehabilitation. You

         14  know, the conditions of the building vary

         15  tremendously.

         16                 CHAIRPERSON SPIGNER: Okay, so it is a

         17  desirable -- and the reason why we don't put these

         18  on the open market anymore to the highest bidder,

         19  because experience has shown that sometimes people

         20  bid beyond their means and they don't bring the

         21  buildings up to the standards that we feel

         22  contributes to the stability and vitality of a

         23  community; is that correct?

         24                 ASSISTANT COMMISSIONER GLEN: Well,

         25  again, we don't own these properties. The whole

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

                                                            13

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  purpose of this program is to avoid actually taking

          3  ownership to the City.

          4                 CHAIRPERSON SPIGNER: No, no. I am

          5  saying the reason why we instituted this third-party

          6  transfer, because experience proved that overly

          7  optimistic people, or people who don't have the

          8  capacity, they bid on this capacity, they bid on

          9  these buildings, they take ownership and then they

         10  feel that by putting a paint job over a thin veneer

         11  of plaster gets the job done, and you and I know

         12  that in a very short time the building is in

         13  disrepair again and it is still a piece of junk, so

         14  that is why we instituted the third-party transfer

         15  concept; am I correct?

         16                 ASSISTANT COMMISSIONER GLEN: That's

         17  correct.

         18                 CHAIRPERSON SPIGNER: Okay.

         19                 The person selected to do the

         20  renovation is really a very blessed person, if he or

         21  she is responsible, they are blessed. I mean, I

         22  would love to get a building for $700,000 in this

         23  market; am I right?

         24                 ASSISTANT COMMISSIONER GLEN: Blessed

         25  isn't the word that I would use.
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          2                 CHAIRPERSON SPIGNER: Fortunate.

          3  Lucky.

          4                 ASSISTANT COMMISSIONER GLEN: Luck has

          5  a lot of meaning.

          6                 ASSISTANT COMMISSIONER GARDELLA: Mr.

          7  Chairman, I think there may have been one other

          8  motive.

          9                 CHAIRPERSON SPIGNER: Okay.

         10                 ASSISTANT COMMISSIONER GARDELLA: I

         11  mean, I feel funny anticipating, or whatever the

         12  opposite when you go back in time, whatever the word

         13  is, it is not anticipate, the Council's mindset in

         14  1996, but I think there was another motive. It was

         15  clear that the housing stock I think of the City was

         16  proving that people were making reinvestments, and

         17  blocks and neighborhoods saddled with buildings

         18  where the taxes hadn't been paid in 20 years, where

         19  there 100s of violations, where there were hundreds

         20  of serious B and C violations. I think the Council

         21  may have wanted a quicker cure than the way the City

         22  had done business to help out the home owners

         23  affected with one of these buildings on the block.

         24                 I mean, I make no bones about it, in

         25  our brief two-minute discussion before the meeting
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          2  started, I mentioned to you that it wouldn't take

          3  any particular expertise if you or I or anyone on

          4  the Committee or in this room sat down at the corner

          5  at say Sixth Avenue and 56th Street, and told walk

          6  around the four block radius and pick the two

          7  buildings where the owners have clearly abandoned

          8  all responsibility, we would be drawn to these two

          9  buildings, because if you walk down 56th Street you

         10  see a largely home ownership block, where people

         11  have made some efforts, clear efforts to keep up

         12  their houses, and then you find a building that has

         13  71 violations, at 560 56th Street, that has missing

         14  windows, plastic over windows, that has graffiti on

         15  the floor, that has broken entry doors, has the

         16  signs of basically landlord neglect and abandonment.

         17  Then you go further down to the corner, Fifth Avenue

         18  and 56th Street, and amidst the efforts of the

         19  neighbors you see actually an even worse building

         20  that has 332 violations, 165 of them B, 118 of the

         21  C, the most serious violations. I saw holes in the

         22  upper corners which would indicate to me water.

         23  There was access into the hallway, the doors were

         24  open, there was graffiti, there were brick walls

         25  clearly missing cement and needing pointing and
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          2  painting, which would indicate to me a lot of water

          3  use.

          4                 I think the Council -- I know there

          5  is presumably a time limit, but I think the Council

          6  probably had in mind also a cure for that single

          7  problem on the block that affected the other

          8  homeowners.

          9                 CHAIRPERSON SPIGNER: And clearly

         10  these buildings are in responsible ownership at this

         11  present time. That's clear.

         12                 ASSISTANT COMMISSIONER GARDELLA: Yes,

         13  okay.

         14                 CHAIRPERSON SPIGNER: Do you have

         15  something you want to add?

         16                 ASSOCIATE COMMISSIONER ARAGON: If I

         17  may, Chair Spigner.

         18                 CHAIRPERSON SPIGNER: Yes. Will you

         19  identify yourself for the record, please.

         20                 ASSOCIATE COMMISSIONER ARAGON: Luis

         21  Aragon, Associate Commissioner for Property Services

         22  for HPD.

         23                 If I may just for a second talk a

         24  little bit about each of these two buildings, I

         25  think it will help the Council understand the
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          2  situation, because I think that every building has

          3  an individual history that should not be ignored.

          4                 Throughout the third-party transfer

          5  process, we will reach out to these owners numerous

          6  times. And if I may just speak it first about 560

          7  56th Street, where the owner, Mr. Cimo, was now we

          8  understand very ill, in the hospital, and passed

          9  away recently, and for that reason has not received

         10  all of the various notifications that we sent them.

         11                 His son, however, when he became

         12  aware of the situation, of the notifications that

         13  had been sent to his father, did approach the

         14  Department of Finance and following approached HPD.

         15                 We have been in negotiations with him

         16  since then. This is for the past three or four

         17  months.

         18                 This is a building where we have six

         19  units, occupied units. There is a total of 71

         20  violations, 56 are B and C violations, so these are

         21  serious violations, including a support beam that is

         22  missing in the basement and on the first floor.

         23                 So, these things should not be

         24  ignored, and if you take a look at the picture that

         25  we have displayed up here, you will notice that, you
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          2  know, the front door is all damaged, there are

          3  windows missing, they had glass, plastic covering

          4  windows. In talking with some of the tenants there

          5  is issues of maintenance.

          6                 What have we done? We have sat down,

          7  we have spoken to his son, who now is the owner, and

          8  he is actually, we believe by close of business

          9  today, bringing in a check for $90,000 to cover the

         10  taxes.

         11                 Also, what we have done is, we have

         12  asked him to find a management agent that is

         13  capable, that knows the real estate business, which

         14  is capable of maintaining this building, this

         15  building in the future, because we don't think that

         16  he has the experience to do that.

         17                 And he has identified a gentleman, an

         18  agent, Frank Iliano, who is someone from the

         19  neighborhood. What we have done is we have visited

         20  other buildings that this management agent currently

         21  manages, and they are in pristine condition.

         22                 So, he actually has a written

         23  agreement with this management agent, and he is

         24  prepared to bring the check by close of business

         25  today.
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          2                 CHAIRPERSON SPIGNER: If we vote to

          3  move ahead with this process, we have taken his

          4  property from him; is that correct?

          5                 ASSOCIATE COMMISSIONER ARAGON: No. He

          6  will pay it off before we go through the process. If

          7  you vote against it, he has no encouragement --

          8                 CHAIRPERSON SPIGNER: But if we vote

          9  for it what happens?

         10                 ASSOCIATE COMMISSIONER ARAGON: He

         11  will bring the check to us, and --

         12                 CHAIRPERSON SPIGNER: And he can

         13  retain his property?

         14                 ASSOCIATE COMMISSIONER ARAGON: He can

         15  retain his property. With this property we are

         16  fairly confident that he will retain the ownership

         17  of the property, and will pay the City back the

         18  $90,000.

         19                 CHAIRPERSON SPIGNER: Any other

         20  property?

         21                 ASSOCIATE COMMISSIONER ARAGON: The

         22  second property is 5601 Fifth Avenue. Here we have a

         23  very different story.

         24                 We have $1.4 million owed in taxes.

         25  This owner, Mr. Wiglicci, came into ownership in the
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          2  early eighties of this property. And I must stress

          3  that since he became owner of this property, he has

          4  not paid taxes, period. Not once.

          5                 CHAIRPERSON SPIGNER: Since what year

          6  is that?

          7                 ASSOCIATE COMMISSIONER ARAGON: In the

          8  early eighties when he became owner.

          9                 CHAIRPERSON SPIGNER: So, you are

         10  talking about he hasn't paid taxes in 18 years, 20

         11  years?

         12                 ASSOCIATE COMMISSIONER ARAGON: In 20

         13  years he has not paid taxes.

         14                 We have reached out to them. None of

         15  the letters that we have sent out have been

         16  returned, so we assume that he has received every

         17  single piece of correspondence that was sent to

         18  them. They have not contacted us, not even once.

         19  There has been no attempt from this owner --

         20                 CHAIRPERSON SPIGNER: What about his

         21  water bills?

         22                 ASSOCIATE COMMISSIONER ARAGON: This

         23  is together. The 41.4 million includes --

         24                 CHAIRPERSON SPIGNER: He hasn't paid

         25  water bills either?
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          2                 ASSOCIATE COMMISSIONER ARAGON: He has

          3  not paid it.

          4                 ASSISTANT COMMISSIONER GARDELLA: He

          5  also owes 600 and something thousand in water bills.

          6                 ASSOCIATE COMMISSIONER ARAGON: Now,

          7  the total number of violations for this building, it

          8  is important to stress, is 332 violations, 283 of

          9  them are B and C violations.

         10                 CHAIRPERSON SPIGNER: Is the building

         11  occupied now?

         12                 ASSOCIATE COMMISSIONER GARDELLA: The

         13  building is a six-unit building, with only two

         14  occupied apartments. The commercial units are

         15  vacant, as you can see also from the picture.

         16                 This building is an eyesore on the

         17  block, and it is literally abandoned.

         18                 CHAIRPERSON SPIGNER: Is that two

         19  occupied, or two unoccupied?

         20                 ASSOCIATE COMMISSIONER ARAGON: Two

         21  occupied in the entire building.

         22                 CHAIRPERSON SPIGNER: And four vacant?

         23                 ASSOCIATE COMMISSIONER ARAGON: It is

         24  a total of six residential units with only two

         25  occupied.
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          2                 CHAIRPERSON SPIGNER: Council Member

          3  Rodriguez.

          4                 COUNCIL MEMBER RODRIGUEZ: Thank you

          5  very much, Mr. Chairman.

          6                 I have a few questions and then I

          7  will make a statement.

          8                 You said that they were in pristine

          9  condition, they wouldn't go through the third-party

         10  transfer. For what program would they go through if

         11  they were in pristine condition?

         12                 ASSISTANT COMMISSIONER GARDELLA:

         13  Well, Councilman, they wouldn't go through any

         14  program, because these are after all -- this is not

         15  the usual thing, it's true. You are used to seeing

         16  me with City-owned buildings, but these are not

         17  City-owned buildings, these are privately-owned

         18  buildings from which the landlords have not been

         19  maintaining and keeping up their responsibilities.

         20                 So, if they were in good condition,

         21  we wouldn't be talking today now.

         22                 COUNCIL MEMBER RODRIGUEZ: Okay.

         23                 Who is going to wind up with these

         24  buildings if they were to go through? Do we know the

         25  name of the people that would get them?
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          2                 ASSISTANT COMMISSIONER GARDELLA: Yes,

          3  we submitted that to the Council, as we did for all

          4  52 properties in the action, and the proposed

          5  successor owners in the case of these two are Nasher

          6  Realty.

          7                 COUNCIL MEMBER RODRIGUEZ: Nasher

          8  Realty, is that a non-for-profit organization, or is

          9  that a for-profit organization?

         10                 ASSISTANT COMMISSIONER GARDELLA: A

         11  for-profit organization.

         12                 COUNCIL MEMBER RODRIGUEZ: For profit?

         13                 Are these the only two buildings that

         14  they are getting? Or are they getting other

         15  buildings from the City for free?

         16                 ASSISTANT COMMISSIONER GARDELLA:

         17  There are other proposed buildings for Nasher, is it

         18  two or three?

         19                 ASSISTANT COMMISSIONER GLEN: Five in

         20  all.

         21                 ASSISTANT COMMISSIONER GARDELLA:

         22  There are five in all. There are three other

         23  proposed buildings in this action for that entity.

         24                 COUNCIL MEMBER RODRIGUEZ: On this

         25  block.
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          2                 Have they gotten any buildings from

          3  the City before?

          4                 ASSISTANT COMMISSIONER GARDELLA: They

          5  have been an active participant in our neighborhood

          6  entrepreneur program, and largely in Bedford

          7  Stuyvesant and Community Board 3 in Brooklyn, and we

          8  believe they have been very successful with some

          9  very difficult buildings in our neighborhood

         10  entrepreneur program.

         11                 COUNCIL MEMBER RODRIGUEZ: So, Nasher

         12  Realty has gotten buildings from the City before in

         13  the Neighborhood Entrepreneur Program where they

         14  received buildings in the City for free, and now

         15  they are going to get five more buildings this time,

         16  if everything were to go okay for free.

         17                 Now, let's talk a little bit about

         18  5602 Fifth Avenue, just for the process of some

         19  clarification.

         20                 You talked about 5602 --

         21                 ASSISTANT COMMISSIONER GARDELLA: It

         22  is 5601.

         23                 COUNCIL MEMBER RODRIGUEZ: 5601, okay,

         24  I am sorry.

         25                 5601 Fifth Avenue, have you done an
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          2  appraisal of what that building is worth?

          3                 ASSISTANT COMMISSIONER GARDELLA: We

          4  haven't done one.

          5                 COUNCIL MEMBER RODRIGUEZ:  You

          6  haven't done one. So whatever I say is probably

          7  true, because you don't know.

          8                 What if I told you that it was worth

          9  a million dollars? What would you tell me?

         10                 ASSISTANT COMMISSIONER GARDELLA:

         11  Councilman, when we bring things for disposition

         12  that are City-owned -- first of all, we bring them

         13  to the City Council. Every neighborhood entrepreneur

         14  building --

         15                 COUNCIL MEMBER RODRIGUEZ: I am

         16  talking about 5602. I am talking about 5602.

         17                 ASSISTANT COMMISSIONER GARDELLA: It

         18  gets an appraisal.

         19                 COUNCIL MEMBER RODRIGUEZ: Or 5601.

         20                 ASSISTANT COMMISSIONER GARDELLA: But,

         21  once again, this is a privately-owned building in

         22  private hands. We don't have the keys. We don't

         23  enjoy the access that we would have with City owned

         24  property.

         25                 COUNCIL MEMBER RODRIGUEZ: So, it
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          2  could be worth a million dollars.

          3                 ASSISTANT COMMISSIONER GARDELLA: And

          4  there was no appraisal required as part of the

          5  legislation the Council passes.

          6                 COUNCIL MEMBER RODRIGUEZ: I am just

          7  asking, so it could be worth a million dollars. It

          8  owes a million dollars in taxes, so that means that

          9  the tax liability is extremely high, so it probably

         10  could be worth a million dollars; is that possible?

         11                 ASSISTANT COMMISSIONER GARDELLA: I

         12  don't think we could accept the notion that because

         13  it owes a million-four in back taxes, that that

         14  reflects --

         15                 COUNCIL MEMBER RODRIGUEZ: I always

         16  thought the taxes were based on the value of the

         17  property.

         18                 ASSISTANT COMMISSIONER GARDELLA: I

         19  think it reflects on what Commissioner Aragon said,

         20  that no taxes had ever been paid on this building in

         21  20 years, so that's why it is high. And no water and

         22  sewer charges have been paid.

         23                 COUNCIL MEMBER RODRIGUEZ: Right. So,

         24  if over 20 years your taxes are 20,000 a year, over

         25  20 years that would be 400,000 and then when you add
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          2  the penalties and the interest, it would probably

          3  get to a million.

          4                 Or even if it is 10,000 a year over

          5  20 years.

          6                 ASSISTANT COMMISSIONER GARDELLA: It's

          7  certainly possible.

          8                 COUNCIL MEMBER RODRIGUEZ: Right?

          9  Let's say 10,000 a year.

         10                 Now, a property that pays 10,000 in

         11  property taxes is probably worth a million dollars,

         12  in my district. That's the way I understand it,

         13  right?

         14                 I mean, I don't know how many of us

         15  have houses that pay $10,000 in property tax, but I

         16  certainly don't, right?

         17                 So, that is the first thing, and the

         18  reason I ask that questions is because it goes back

         19  to the issue of what are we doing with the assets of

         20  the City of New York?

         21                 If this building is worth a million

         22  dollars, if it is, why are we giving this building

         23  to a private, for-profit real estate investor,

         24  rather than trying to look for a program that

         25  benefits the community?
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          2                 And, so, when we started this

          3  process, I said maybe we can come up with a program

          4  where these properties can be transferred to

          5  community-based organizations, because it is my

          6  contention that 5602 is worth a million dollars. It

          7  is my contention that that building, if a

          8  community-based organization had the ability to

          9  acquire it, that building could be the anchor of

         10  helping the community get the services that they

         11  cannot get, because that -- okay, let me ask you

         12  another question: Do you have any idea what the

         13  storefront on the corner would probably get if they

         14  were to be rented? Does anybody there have an idea

         15  what it would rent for?

         16                 Okay, I will tell you. Do you want me

         17  to tell you? Between $5,000 and $8,000 a month.

         18  Between $5,000 and $8,000 a month for one store on

         19  the corner of 56th Street and Fifth Avenue, and we

         20  are giving this away to some real estate property

         21  that is for-profit, that has gotten NEP programs in

         22  the past, without any community involvement, and I

         23  sit here and wonder, is this the right thing to do

         24  with our assets? Is this the right way to get rid of

         25  the real estate that the City has?
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          2                 In certain instances this may work.

          3  In instances in which the real estate is not as

          4  valuable, this may work.

          5                 Now, you sit there and talk about

          6  56th Street, and I go back and say you talk about

          7  the person trying to retrieve it and come in with a

          8  check for $90,000, which means the owner of the

          9  building is willing to come to the City and give the

         10  City $90,000 for this building, but we are going to

         11  turn around -- he is willing to do that, but we are

         12  going to turn around and give it for free to some

         13  real estate for-profit investor. It brings me back

         14  to the same question, what are we doing with the

         15  assets of the City of New York when we are giving

         16  away buildings that the owner is willing to

         17  retrieve? You said you would do that, so I don't

         18  even know why it is part of the equation today. I

         19  don't know why we have to vote on it today.

         20                 The owner of the property has reason

         21  to come back tomorrow with his $90,000. He gets to

         22  own this building back.

         23                 ASSISTANT COMMISSIONER GARDELLA:

         24  Councilman, if I could just address that point.

         25                 CHAIRPERSON SPIGNER: Sure.
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          2  Commissioner, I was just told that the clock that

          3  governs our procedures require that we vote today so

          4  that --

          5                 ASSISTANT COMMISSIONER GARDELLA: Yes,

          6  I am aware of that.

          7                 CHAIRPERSON SPIGNER: There is a

          8  45-day window to that. We have to act by the

          9  February 6th Council meeting.

         10                 ASSISTANT COMMISSIONER GARDELLA:

         11  That's absolutely correct, Mr. Chairman.

         12                 But if I could address that, if I

         13  could just say that human nature being what it is,

         14  if this proposal, if the bill that was just handed

         15  to me concerning 56th Street were to be acted upon

         16  favorably by the Council, human nature being what it

         17  is, I would imagine an owner with this history would

         18  -- because where I disagree with you, these are not

         19  assets of the City of New York. This is not the

         20  typical disposition of City-owned properties that we

         21  bring to the Council to get them rehabilitated and

         22  into private hands. These are privately owned

         23  buildings from which people have not been behaving,

         24  owners have not been behaving responsibly, and the

         25  Council approved this power in 1996.
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          2                 So, if the Council were to act the

          3  way it has been suggested today on the 56th Street

          4  property, I would imagine that the work that we have

          5  done to get a repair agreement signed, to get the

          6  deceased owners sons to come forward and step up to

          7  bat, to get an agreement signed with a managing

          8  agent who has been successful in that community and

          9  all of whose buildings check out as successful, and

         10  to get the sons to bring the funds in for the City

         11  of New York that they have owed for years, that

         12  their father owned going back into the eighties, I

         13  believe if this bill was acted on as being suggested

         14  here, so that that was removed from this list, human

         15  nature being what it is, I think they might put the

         16  90,000 back in the pocket, they might tear up the

         17  management agreement, they might tear up the

         18  voluntary repair agreement.

         19                 COUNCIL MEMBER RODRIGUEZ: You may be

         20  right.

         21                 ASSISTANT COMMISSIONER GARDELLA: I

         22  mean, I think we have to continue to remember --

         23                 COUNCIL MEMBER RODRIGUEZ: I have a

         24  question.

         25                 CHAIRPERSON SPIGNER: Last question,
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          2  Council Member Rodriguez. There are other Council

          3  members here who want to ask.

          4                 COUNCIL MEMBER RODRIGUEZ: Okay, let

          5  me ask my question.

          6                 CHAIRPERSON SPIGNER: You can come

          7  back again.

          8                 COUNCIL MEMBER RODRIGUEZ: Sure.

          9                 You knew about this two or three

         10  months ago, and you knew that it would come to this

         11  day, and, so, when you contacted me about these

         12  negotiations, what was my response? You didn't see

         13  it necessary to contact me, did you?

         14                 ASSISTANT COMMISSIONER GARDELLA:

         15  Councilman, you and I discussed briefly these

         16  buildings, and I know I shared with staff that we

         17  were hopeful of 560 56th Street being paid off.

         18                 But none of us here, or back at the

         19  office, are capable of reading minds. We don't know

         20  if that is going to happen.

         21                 COUNCIL MEMBER RODRIGUEZ: Okay.

         22                 ASSISTANT COMMISSIONER GARDELLA: And

         23  I am sorry if there was some communication lapse

         24  that you didn't know that we have been working with

         25  successor children to the owner at 560 56th Street.
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          2  I accept the responsibility for that and that is no

          3  one else's fault but mine.

          4                 COUNCIL MEMBER RODRIGUEZ: Thank you

          5  very much, Mr. Chairman.

          6                 CHAIRPERSON SPIGNER: Council Member

          7  Warden.

          8                 COUNCIL MEMBER WARDEN: Thank you very

          9  much.

         10                 I think I understand the strategy of

         11  using the Council as the gun and cocking the

         12  trigger, especially --

         13                 ASSISTANT COMMISSIONER GARDELLA:

         14  Thank you, Councilman Warden.

         15                 COUNCIL MEMBER WARDEN: -- As it

         16  relates to 560.

         17                 But my question is this: Let us

         18  assume that the gentleman that owns 560 does come

         19  forward and redeem the property, the property

         20  theoretically, it is still in some sort of distress;

         21  is that correct? Is that individual going to be

         22  eligible for the same type of assistance that your

         23  Nasher-- what is the name of the realty?

         24                 ASSISTANT COMMISSIONER GARDELLA:

         25  Nasher.
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          2                 COUNCIL MEMBER WARDEN: Nasher Realty.

          3                 ASSOCIATE COMMISSIONER ARAGON: The

          4  answer is yes. He will give him a small --

          5                 ASSISTANT COMMISSIONER GLEN: The

          6  answer is, any private owner who has a distressed

          7  property is often eligible to receive a form of

          8  financial assistance from HPD.

          9                 COUNCIL MEMBER WARDEN: The same one

         10  percent interest deal?

         11                 ASSISTANT COMMISSIONER GLEN: Yes. We

         12  have a loan program, you know, variations on a theme

         13  where we blend our one percent money with regular

         14  bank debt to reach the appropriate interest rate for

         15  a property owner. So, I don't know his name, if he

         16  redeems today and the building is still distressed,

         17  our office will continue to work with him to bring

         18  him in so that we can develop an appropriate

         19  rehabilitation loan package for him, so that the

         20  tenants will still have an upgraded building.

         21                 We are not just going to walk away

         22  from the building, but this in fact will be the best

         23  result, because the City will have their taxes paid

         24  back, we will have reached out to them, they are

         25  going to have a good managing agent, and we will be
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          2  working with the owner to develop a rehabilitation

          3  loan package.

          4                 So, in fact, it's a true win/win

          5  situation.

          6                 On the other building, where there is

          7  no possibility they are going to walk in with a

          8  check for $1.4 million, the critical thing here is

          9  to transfer the property to somebody to give the

         10  building a fresh start. And part of that fresh start

         11  is providing appropriate rehabilitation financing

         12  for the property, taking into account the value of

         13  the commercial space, et cetera, so that we don't

         14  oversubsidize the building. But we assure that it

         15  will be long-term viability, and that existing

         16  tenants will have no rent increases and have an

         17  upgraded building.

         18                 CHAIRPERSON SPIGNER: There will be no

         19  rent increases even when the apartment is renovated?

         20                 ASSISTANT COMMISSIONER GLEN: That is

         21  correct. All existing tenants who receive loan

         22  packages through the City of New York either have no

         23  rent increase whatsoever, other than their normal

         24  rent stabilization increase --

         25                 CHAIRPERSON SPIGNER: All right, at
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          2  that point I want to call on Terzah Nasser, the

          3  Counsel to the Housing and Buildings Committee, to

          4  conform our report with some testimony that we have

          5  just gotten from you regarding the occupied and the

          6  unoccupied units.

          7                 Identify yourself for the record.

          8                 MS. NASSER: Terzah Nasser, Counsel to

          9  the Committee on Housing and Buildings.

         10                 For the record, the data on 5601

         11  Fifth Avenue that HPD presented today differs from

         12  the data that was previously provided by the

         13  Administration. The report will be amended to

         14  reflect HPD's testimony.

         15                 We had been told that, with regards

         16  to 5601 Fifth Avenue, there were seven residential

         17  units, so we are going to amend that to say six

         18  residential units. Seven residential units, five of

         19  which were occupied, now it is six residential, two

         20  of which are occupied, and we have been told that

         21  there were three occupied commercial units, now

         22  there are zero occupied commercial units.

         23                 Unless you disagree with anything,

         24  then the report will be amended to reflect those

         25  changes.
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          2                 ASSISTANT COMMISSIONER GARDELLA: If I

          3  could address that. The original list that you and

          4  the Chairman and others received has a notation,

          5  it's the first of the notes, that unit counts and

          6  occupancy vacancy status are estimated based on

          7  external observation, and the reason for that

          8  warning, if you will, on the list that we gave is

          9  the same reason as my response earlier to Councilman

         10  Rodriguez. These are different than what you usually

         11  see from us. These are not City-owned buildings. We

         12  don't have the keys. We don't have the access we

         13  might want.

         14                 So, the most recent numbers that

         15  Commissioner Aragon gave you today are based on our

         16  most recent talks to people in the building. I mean,

         17  basically we are having to get this as information

         18  provided by people in the building.

         19                 So, relative to residential

         20  occupancy, the most recent we have been able to get

         21  on 5601 Fifth Avenue, is there are less residential

         22  occupants than we believed based on our cursory

         23  inspection of someone else's property, because we

         24  don't have keys and don't have access.

         25                 MS. NASSER: And with regards to the
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          2  commercial property?

          3                 ASSISTANT COMMISSIONER GARDELLA: On

          4  the commercial properties, as painful as it is, Ms.

          5  Nasser, I have to disagree with you a little, I

          6  don't believe we ever said there were three. The

          7  list I have here is the one we gave you, had down

          8  two commercial properties, and probably because of

          9  the solid burglar bar grates, our inspectors were

         10  unable to determine, since they work 24 hours a day,

         11  it is not necessarily a 9:00 to 5:00 inspection.

         12  They may have thought, oh, well, the store is not

         13  open yet, and then subsequently again, in talking to

         14  residents on the block and in the building, we

         15  learned that those two, which are on the list, are

         16  not occupied but are vacant, so that is the

         17  discrepancy here, it is not a City-owned property.

         18                 MS. NASSER: Okay. So, the report

         19  would be amended to reflect this information. Thank

         20  you.

         21                 ASSISTANT COMMISSIONER GARDELLA:

         22  Thank you.

         23                 CHAIRPERSON SPIGNER: Council Member

         24  Warden has a question.

         25                 COUNCIL MEMBER WARDEN: Thank you very
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          2  much.

          3                 I just want to follow up --

          4                 CHAIRPERSON SPIGNER: We have been

          5  joined by Council Member Michels, Stanley, and Helen

          6  Marshall from Queens, Chair of the Higher Education

          7  Committee.

          8                 COUNCIL MEMBER WARDEN: On the 5601

          9  property, since the City is going to be waiving over

         10  a million dollars of revenue as a basis of this

         11  proposed transfer, what type of equity or

         12  responsibility does the third party receiver have to

         13  put on the table?

         14                 ASSISTANT COMMISSIONER GLEN: It is

         15  our expectation that when we assign buildings to the

         16  ultimate third party transferree, as we work through

         17  the loan process, at a minimum we would be expecting

         18  an owner to put down ten percent of the total

         19  development cost, often depending on whether there

         20  is a lot of commercial income or the vacant units

         21  can be rented at fairly high rents. The equity

         22  portion of the package would increase

         23  correspondingly.

         24                 Each building is a little different

         25  and my own staff works with the building
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          2  individually and the participating lender to develop

          3  an appropriate ratio of equity, but at a minimum.

          4  Nasher would be expected to come to the table with

          5  ten percent of what the development costs would be.

          6                 COUNCIL MEMBER WARDEN: Well, if your

          7  development costs are, as you say then roughly

          8  $7,000 per unit, you have got seven units, that is

          9  49,000, you have got two commercial units which may

         10  be the same 7,000, or it probably is less, so you

         11  are talking about maybe an aggregate of give or take

         12  a few dollars, $60,000 in development costs, and you

         13  are asking only 6,000, yet you are forgiving a

         14  million, that sounds like a good business deal to

         15  anybody.

         16                 ASSISTANT COMMISSIONER GLEN: I think

         17  you missed out a zero there.

         18                 Again, those are very rough numbers

         19  and we don't know.

         20                 COUNCIL MEMBER WARDEN: I am using

         21  rough numbers. Seven times seven.

         22                 ASSISTANT COMMISSIONER GLEN: No, no,

         23  but 70. So, let say it was an $800,000 rehab, at a

         24  minimum they would be required to put down $80,000.

         25  I am quite sure in this circumstance, where there is
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          2  high commercial income, we would want to loan them a

          3  lot less subsidized money, and every dollar that we

          4  don't loan, they have to put in as equity.

          5                 So, this is an HPD loan program, it

          6  is a participation loan program with a bank.

          7                 COUNCIL MEMBER WARDEN: I dropped a

          8  decimal, it is 70,000 per unit?

          9                 ASSISTANT COMMISSIONER GLEN: Yes.

         10                 At a minimum, again, this is all very

         11  rough, we don't know that much about the property

         12  and we haven't started to work on this building from

         13  the housing finance point of view, but at a minimum

         14  ten percent has to be put down often. And in the

         15  Bronx pilot, in those properties that were assigned

         16  to for-profit developers, the actual amount of

         17  equity was more than 15 percent range. So, we are

         18  expecting developers to come to the table with 15

         19  percent equity and finance out the rest.

         20                 Again, it is a case-by-case basis and

         21  we will look at these buildings together, with the

         22  other buildings that are in a cluster, when we do

         23  our underwriting.

         24                 COUNCIL MEMBER WARDEN: Just for my

         25  final question, in terms of the RFQ that was put on,
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          2  and I am sorry I didn't see it, but the type of

          3  response that you get, do you get private

          4  individuals that try to participate in this program,

          5  or did basically the real estate developers, or real

          6  estate organizations of the City that have the

          7  upshot on these deals.

          8                 ASSISTANT COMMISSIONER GLEN: Well, in

          9  the RFQ, everybody was "encouraged" and allowed to

         10  apply. The responses were from a variety of

         11  non-for-profit groups, small, local real estate

         12  based companies, Citywide non-profits, Citywide real

         13  estate developers, there were some private

         14  individuals or who own their own companies, but with

         15  all of our programs we are looking to qualify those

         16  individuals or those groups that have the capacity

         17  to own and rehabilitate residential property.

         18                 So, there were some individual

         19  respondents and there were a bunch of -- you know,

         20  they were all over the place, a variety of folks who

         21  responded to the RFQ, so we have all kinds of

         22  people.

         23                 COUNCIL MEMBER WARDEN: I am saying

         24  this because, any single individual that can put up

         25  the ten percent, and almost have to put up the ten
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          2  percent, if you are buying a private home, to bring

          3  it to the table, that's not a big deal.

          4                 ASSISTANT COMMISSIONER GLEN: Well,

          5  that's not enough.

          6                 You wouldn't have passed the RFQ if

          7  all you could do is bring ten percent to the table.

          8                 COUNCIL MEMBER WARDEN: And I will

          9  manage the building.

         10                 ASSISTANT COMMISSIONER GLEN: Well,

         11  you have to have met certain thresholds, and we

         12  absolutely would only qualify those individuals and

         13  those organizations.

         14                 CHAIRPERSON SPIGNER: Unless we are

         15  going to amend local law 37 of 1996 -- I mean, we

         16  went all through this, all aspects of this

         17  discussion, as to the whys and the wherefores and

         18  the qualifications and the components when we acted

         19  on the bill.

         20                 If you want to introduce an amendment

         21  to the bill, I certainly will perhaps join you in

         22  looking at it.

         23                 Okay, Council Member Provenzano.

         24                 Into the mike, please, Council

         25  Member, otherwise you won't be recorded.
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          2                 COUNCIL MEMBER PROVENZANO: I won't be

          3  recorded and heard.

          4                 One quick question, then I have just

          5  a few other short questions. The ten percent that

          6  they have to put up, and you may have said it and I

          7  may have been thinking of something else, is ten

          8  percent of what? The property value? The assessed

          9  value? The amount that you think it costs to repair

         10  the building?

         11                 ASSISTANT COMMISSIONER GLEN: The way

         12  that we and our participating banks would establish

         13  the equity would, we would do a scope of work, and

         14  let's say it was a million dollar loan in total, a

         15  million dollars in development costs, of that

         16  million dollars we would expect at a minimum for the

         17  owner to put down $100,000, that would be the floor.

         18  Depending on the economics of the building and how

         19  the loan underwrites, they could be expected to put

         20  up much more than $100,000. And it is based, again,

         21  on a development cost.

         22                 COUNCIL MEMBER PROVENZANO: Right.

         23                 ASSISTANT COMMISSIONER GLEN: Now, how

         24  much loan is on a building is related to appraised

         25  value, but we look at it from the total development
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          2  cost kind of approach.

          3                 COUNCIL MEMBER PROVENZANO: And of

          4  course, this all happens after this third party has

          5  acquired the building so that they now have access

          6  and you can get a really good look as to what has to

          7  be done, because you said it is private property and

          8  we really can't get a good look at it and we don't

          9  know what is going on?

         10                 ASSISTANT COMMISSIONER GLEN: Well, in

         11  fact, that is the beauty of the third-party transfer

         12  program. And as you probably know, what happens in

         13  the first place is that the buildings are

         14  transferred to something called the Neighborhood

         15  Restore Housing Development Corporation, and they

         16  are a non-profit Housing Development Corporation

         17  that owns the properties for up to a year precisely,

         18  so that the people that we have chosen to own the

         19  buildings, can begin to manage the buildings, learn

         20  about the buildings, learn about the tenants,

         21  develop their scopes of work, and come in to us to

         22  work on their financing package.

         23                 In fact, you were all smart enough

         24  four or five years ago, long before I got here, to

         25  understand that the transition from the original
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          2  owner to the third party owner is a difficult one,

          3  and so created this interim holding company

          4  precisely to give everybody the chance to understand

          5  the needs of that building.

          6                 So, once you approve the designees,

          7  they will be owned by this not-for-profit

          8  corporation.

          9                 CHAIRPERSON SPIGNER: You were here.

         10                 ASSISTANT COMMISSIONER GLEN: Not '96

         11  I wasn't.

         12                 COUNCIL MEMBER PROVENZANO: A bunch of

         13  you that were here probably wouldn't know what is

         14  going on.

         15                 Okay, another question relating to

         16  this is, can they charge, or how much can they

         17  charge for a development fee? Is that possible or

         18  not possible?

         19                 ASSISTANT COMMISSIONER GLEN: In this

         20  kind of a product, if it is going to be owned and

         21  operated as rental housing, they won't charge a

         22  development fee per se, they will get cash flow. We

         23  will underwrite the building so that at the end of

         24  the day, they can make a return on their

         25  investments, just like in any other -- you know,
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          2  they were going to own and operate the building, and

          3  so the building is operating well, it should be

          4  generating a profit.

          5                 COUNCIL MEMBER PROVENZANO: All right.

          6  I have just another question.

          7                 This Nasher Realty who you say has

          8  probably about five, so, they are actually, probably

          9  on a list of usual suspects? It sounds like they

         10  have been taking properties and doing whatever as

         11  third parties, obviously.

         12                 ASSISTANT COMMISSIONER GLEN: This is

         13  the first time they have never been designated to be

         14  a third party transferree, they have been

         15  participants in the NEP program.

         16                 CHAIRPERSON SPIGNER: Which is another

         17  --

         18                 COUNCIL MEMBER PROVENZANO: Which is

         19  another HPD program.

         20                 ASSISTANT COMMISSIONER GLEN: Right.

         21                 COUNCIL MEMBER PROVENZANO: Now, since

         22  they are taking five at this time, when they do

         23  their RFQ, is that done -- that is done and then

         24  that qualifies them to take as many properties as

         25  they want, or do they have to do that every time
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          2  there is a new property they want to acquire?

          3                 ASSISTANT COMMISSIONER GLEN: The way

          4  the RFQ process worked, there is a time frame in

          5  which people submitted their qualifications to

          6  participate in the process.

          7                 Once we establish that universe of

          8  people, and there are 132 approved entities, we

          9  then, as the properties come into the process, and

         10  then ultimately come out of the process after the

         11  redemptions and after all of the agreements that

         12  Commissioner Aragon and his staff work on with the

         13  owners, we then put buildings in clusters that makes

         14  sense, because we don't want to do a million of

         15  these, we want to have clusters of properties

         16  because it is much more efficient.

         17                 COUNCIL MEMBER PROVENZANO: So that is

         18  how it is that he has five right now?

         19                 ASSISTANT COMMISSIONER GLEN: Correct.

         20                 We put together a cluster, several

         21  clusters, and then we assign the clusters to various

         22  developers and non-for-profits, in Brooklyn, more

         23  clusters were given to non-for-profits than there

         24  were for-profits. We identify an appropriate match

         25  between a particular cluster and a particular
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          2  ultimate owner.

          3                 Then they are on the list, probably

          4  future rounds the agency may decide to have another

          5  RFQ in a couple of years, but right now we have 132

          6  qualified entities.

          7                 COUNCIL MEMBER PROVENZANO: And in

          8  that list, the not-for-profits are also in that

          9  list?

         10                 ASSISTANT COMMISSIONER GLEN: Correct.

         11  The 132, I don't know if I have the breakdown, but

         12  it is probably evenly split, probably between

         13  non-profits and for-profits.

         14                 COUNCIL MEMBER PROVENZANO: It is

         15  always a possibility that a community group could

         16  come to you and say we really would like to have

         17  that for --

         18                 ASSISTANT COMMISSIONER GARDELLA: It

         19  is more than a possibility.

         20                 ASSISTANT COMMISSIONER GLEN: It's

         21  more than a hypothetical.

         22                 ASSISTANT COMMISSIONER GARDELLA: It

         23  is more than a possibility. In the actions submitted

         24  this time, half the Brooklyn properties are proposed

         25  to go to non-profit community groups, and about a
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          2  third of the Bronx -- in the Bronx, the group is

          3  Bronx Shepards, but about a third of the Bronx

          4  properties are proposed to go to non-profit

          5  community groups.

          6                 And to underline what the Chairman

          7  said a few minutes ago, the Council in its wisdom,

          8  in 1996, one, allowed the Commissioner of HPD to

          9  cluster and make recommendations subject to an RFQ,

         10  as we are doing in this case, but also recognized,

         11  the Council recognized that this was America and it

         12  didn't say non-profit groups only. This is open to

         13  someone looking to turn a profit, as well as the

         14  non-profit group, and based on these actions, with

         15  half the Brooklyn and a third of the Bronx, it would

         16  appear that the non-profit groups are not doing

         17  badly in this process, they seem to have mastered it

         18  fairly well.

         19                 CHAIRPERSON SPIGNER: Okay.

         20                 Commissioner, you have to have a

         21  little patience, because I am reminded that the only

         22  members that were around in '96 were perhaps myself

         23  and Stanley Michels.

         24                 Helen, when did you get here?

         25                 COUNCIL MEMBER MARSHALL: '92.
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          2                 CHAIRPERSON SPIGNER: Oh, '92 you were

          3  here, so it was myself and Council Member Marshall,

          4  we are perhaps the only ones that were familiar with

          5  this, and this is the first debate, the first

          6  discussion we are having on this local law, because

          7  when the Bronx transfer occurred, there were no

          8  objections, and there was no examination of the

          9  process.

         10                 COUNCIL MEMBER PROVENZANO: So you

         11  must be patient with us.

         12                 CHAIRPERSON SPIGNER: So, that may

         13  sound naive to some, but in fact --

         14                 ASSISTANT COMMISSIONER GARDELLA: Mr.

         15  Chairman, if I seemed impatient, I apologize. As you

         16  well know, I wasn't doing this in 1996 either. So, I

         17  appreciate your being patient with me.

         18                 CHAIRPERSON SPIGNER: All right.

         19                 COUNCIL MEMBER PROVENZANO: Can I do

         20  one more little short question?

         21                 CHAIRPERSON SPIGNER: A short question

         22  followed by Council Member Nelson, Michels and

         23  Marshall.

         24                 COUNCIL MEMBER PROVENZANO: Okay.

         25                 How many years, or what is the length
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          2  of time that property has to be in this situation

          3  where taxes aren't paid and bla bla bla, for it to

          4  become eligible for this third-party transfer? Or is

          5  it not years, or is it money or something?

          6                 ASSOCIATE COMMISSIONER ARAGON:

          7  Actually, it's not a number of years that the

          8  property has to be in a state of disrepair, if I may

          9  use that expression. It is a mixture of taxes owed,

         10  number of violations, you know, placed on the

         11  property.

         12                 COUNCIL MEMBER PROVENZANO: Oh, okay.

         13                 ASSOCIATE COMMISSIONER ARAGON: Yes.

         14                 MR. BOSNIC: I am Michael Bosnic

         15  (phonetic). Depending on the class of property, in

         16  order to be eligible for an in rem foreclosure

         17  action, the building has to have at least $1,000

         18  worth of arrears, and those arrears have to extend

         19  again depending on classes of property, for either

         20  one year or three years.

         21                 In the case of six-unit properties or

         22  more which we have in these two buildings, it's a

         23  $1,000 extending over four quarters which is one

         24  year.

         25                 COUNCIL MEMBER PROVENZANO: Okay,
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          2  thank you.

          3                 CHAIRPERSON SPIGNER: Thank you. I

          4  think, if I could elucidate the concern, maybe

          5  going, if not subliminally, but perhaps underground

          6  somewhat, is the potential for profitability here,

          7  potentially profitable property, if you will, for an

          8  alliteration, and the one percent deal for this. And

          9  I believe it is a concern to most members here, I

         10  think we are trying to undig, and no doubt you put a

         11  lot of work into this, and you need an inducement.

         12                 We had a problem. Local law 37

         13  addressed this problem, to try to get the best that

         14  we could in particular neighborhoods. But yet, there

         15  appears to be a quagmire here, or maybe it is not,

         16  but the appearance of we should perhaps retool 37 to

         17  add another way to go about this -- I was not here

         18  either in '97 -- to try to come up with other ways

         19  where this may not be such a dumpable property, it

         20  may be really a valuable property, and the City is

         21  really getting shortchanged on this.

         22                 ASSOCIATE COMMISSIONER ARAGON: Well,

         23  I think, and certainly if my colleagues want to

         24  respond they may, too, but I think the point we

         25  tried to make, in concurrence with your chairman
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          2  earlier, is at least five years ago when the Council

          3  adopted this legislation, no one through profit was

          4  a bad word, and that this is a capitalist society

          5  that we live in and I think when Alicia went over

          6  that half of the eligible recipients of buildings

          7  under this property are non-profit community-based

          8  organizations, and I went over the specifics of this

          9  action, which half of Brooklyn and a third of the

         10  Bronx are non-profit community organizations.

         11                 I think the Council, when this was

         12  adopted, anticipated just this kind of blend. They

         13  allowed the Commissioner of HPD to make the

         14  decisions about successor owners and clustering

         15  those owners so they have to move people from one

         16  building to another, while they work on it they can

         17  do that.  And it suggested, I think, that profit was

         18  okay, so long as they responded appropriately to a

         19  publicly advertised request for qualifications, as

         20  these people have, as well as the other people on

         21  Commissioner Glen's list have.

         22                 I think, you know, at the risk of

         23  being repetitious, I think the Council also had in

         24  mind exactly what is occurring here, namely a cure

         25  to a problem, to a single or one of two problems on
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          2  a block where so that there is quick action for the

          3  neighboring taxpayers -- I mean, you have got

          4  struggling homeowners up and down 56th Street who

          5  have to endure abandoned buildings, open-access

          6  buildings which I know from living on a block where

          7  at third of the buildings were abandoned back in the

          8  early 1970s, is a real problem, it is a real cause

          9  of concern.

         10                 I think this is a way to solve a

         11  problem without having City resources, City

         12  ownership, the traditional in rem actions that the

         13  City engaged in that resulted in sort of a lot of

         14  neighborhoods having some of their housing stock

         15  turn over to City ownership rather than private

         16  ownership, and I think the Council saw that in its

         17  wisdom.

         18                 I think if something has changed in

         19  the intervening five years, I don't think we are the

         20  folks to identify that change.

         21                 ASSOCIATE COMMISSIONER ARAGON: First,

         22  I would like to bring this back for one minute and

         23  think about the current condition of the building in

         24  question, and think about the impact that that has

         25  in the neighborhood on that block, when people are
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          2  living down the street from the building, what this

          3  is allowing us to do is within the one-year period,

          4  something positive is going to happen to this

          5  building, and it is going to be, you know, an

          6  improvement in quality of life for those in the

          7  neighborhood.

          8                 But I would also like to put aside,

          9  we keep on talking about the finances of the

         10  building per se, and the profit or non-profit that

         11  that building might bring to the new owner.

         12                 I would like to remind the Council

         13  that these buildings are clustered, and they are

         14  clustered so that the finances of all of these

         15  buildings would allow, those are the buildings that

         16  don't have such great finances, or not such great

         17  value, can also be renovated, can also be taken care

         18  of. So, these are part of a cluster. We should not

         19  think of them as the building, as the individual

         20  building nationally speaking, it is a group.

         21                 COUNCIL MEMBER MARSHALL: Okay.

         22                 CHAIRPERSON SPIGNER: Council Member

         23  Michels.

         24                 COUNCIL MEMBER MICHELS: Yes --

         25                 COUNCIL MEMBER MARSHALL: Wait. I was
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          2  before him.

          3                 COUNCIL MEMBER MARSHALL: Okay, let

          4  him go.

          5                 CHAIRPERSON SPIGNER: Council Member

          6  Marshall.

          7                 COUNCIL MEMBER MARSHALL: Okay.

          8                 You are saying this is a cluster of

          9  buildings, all five of these company, they have a

         10  row of buildings, are they all on the same block?

         11                 ASSISTANT COMMISSIONER GLEN: In fact,

         12  one of the most difficult things about this cluster

         13  was that they are actually quite spread out. In

         14  fact, it is funny because this building, the one

         15  that we are speaking about, 5601 -- I keep getting

         16  them confused -- one of the reasons why we clustered

         17  this building with some of the other buildings is

         18  because we did recognize there was significant value

         19  in that property, and that they would be able to use

         20  some of the higher rents and the higher income

         21  generated from that building to assist some of the

         22  other buildings.

         23                 One of the other buildings in the

         24  cluster is in Brownsville, it was in very bad shape,

         25  fully occupied and very low rents, very low-income
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          2  tenants, and so that property is expected to

          3  continue to operate at a deficit, so in order for

          4  the new owner to make this whole thing work, we

          5  specifically kind of cluster kind of better

          6  buildings--

          7                 COUNCIL MEMBER MARSHALL: All right. I

          8  got what I needed.

          9                 Let me say this, that one of the

         10  biggest problems that we have, and I assume that

         11  this is an area that is gentrifying and coming

         12  along, the biggest problem we have is that people

         13  have to pay rents that are way beyond what they

         14  could afford.

         15                 I would say that if we put our money

         16  on the non-profit, maybe we can keep it down so that

         17  it is somewhere within reason that people can afford

         18  it. If you give it to someone who is strictly

         19  for-profit, they are going to go with the market and

         20  it is going to be very, very high.

         21                 I mean, if we can get the same kind

         22  of amenities to a non-for-profit organization, we

         23  could perhaps end up with a couple of buildings, one

         24  has six units, one has three or four units and the

         25  first one, 560 has how many units?
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          2                 ASSISTANT COMMISSIONER GARDELLA: 560

          3  has six.

          4                 COUNCIL MEMBER MARSHALL: Oh, and 5601

          5  has the two or three units?

          6                 ASSISTANT COMMISSIONER GARDELLA:

          7  Occupied, right. Six units in 5601 also.

          8                 COUNCIL MEMBER MARSHALL: We are

          9  talking about 12 units all together?

         10                 If you have got a viable non-profit

         11  working there, why wouldn't we try and work with

         12  them, if they can match the cost and we can give

         13  them the amenities, do you feel it is the only way

         14  that we can revise buildings is with some for-profit

         15  organizations?

         16                 ASSISTANT COMMISSIONER GARDELLA: I

         17  think, Councilwoman, the answer is, if there were a

         18  viable non-profit that were to be clustered with

         19  these and other buildings that this entity is, we

         20  would have given it to them. The fact that half the

         21  buildings are recommended for transfer to

         22  non-profits in Brooklyn is an indication that we

         23  work with non-profits all the time successfully.

         24                 COUNCIL MEMBER MARSHALL: So that the

         25  viability of a not-for-profit taking these buildings
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          2  could work.

          3                 ASSISTANT COMMISSIONER GLEN: In this

          4  particular cluster there was no appropriate locally

          5  based non-profit for work with this very spread out

          6  cluster, but, for example, another cluster in

          7  Brooklyn was given on the Pratt Area Community

          8  Council, a large cluster, and we will be working

          9  with them in the same manner, to create a financing

         10  package to rehabilitate this building.

         11                 Again, it is a combination of

         12  factors. A lot of it is based on geography. Not all

         13  communities have equally strong non-profit housing

         14  development companies, and, so, we consider all of

         15  these factors when we are doing the clustering.

         16                 And, again, I think in Brooklyn we

         17  were particularly successful in identifying several

         18  very strong non-profit companies who could work with

         19  occupied and vacant.

         20                 So, in this particular cluster we

         21  felt that Nasha was the appropriate designee.

         22                 COUNCIL MEMBER MARSHALL: (Not using

         23  the microphone.)

         24                 CHAIRPERSON SPIGNER: Council Member

         25  Michels.
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          2                 COUNCIL MEMBER MICHELS: Yes, this is

          3  something that I have been interested in for a long

          4  time, as you know. During the Koch Administration I

          5  actually introduced legislation to take properties

          6  which had too many violations which were going in

          7  rem or were in rem, and were a danger, because in

          8  those days we were testing by county, the City would

          9  only take buildings by county, and you get a

         10  building, you would have to wait three years, and

         11  the average time the building would go in rem to be

         12  taking, I guess would be three years, and there is

         13  deterioration, terrible deterioration, and by the

         14  time the City gets the building, the building was

         15  worthless.

         16                 So, there were very few buildings

         17  which actually acted on that. Subsequently, I

         18  forget, I guess it was under the current

         19  Administration we passed similar legislation to do

         20  almost the same thing.

         21                 Right now what you are doing is, you

         22  are not taking buildings in rem anymore, and your

         23  whole idea is to do the third-party transfers, but

         24  with the third-party transfer situation, the whole

         25  idea would be, like we were trying to do, is if it
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          2  is an occupied building, give the tenants an

          3  opportunity to buy the building and to run the

          4  building, the 11-month leases under the TIL program,

          5  until they can show or not show that they are

          6  capable of running it. And as you know, many of us,

          7  and I think you would probably have to admit, that

          8  probably the most successful program we have in low

          9  economic areas or affordable housing, is the TIL

         10  program. It has been extremely successful, so much

         11  so that they are all organized, and I am fighting

         12  them now because they are all a bunch of landlords,

         13  so it has become a mess.

         14                 What opportunity do these people

         15  need, as buildings of this cluster, have to go into

         16  the TIL program?

         17                 ASSISTANT COMMISSIONER GARDELLA:

         18  Again, Councilman, the TIL program wouldn't be

         19  applicable here because these are not under City

         20  ownership.

         21                 However, going back to the full

         22  submission that we submitted to the Council on

         23  January 11th, many of the buildings that we proposed

         24  to dispose of to non-profits in Brooklyn, Bridge

         25  Street, Pratt Area Community Council, St. Nicholas,

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

                                                            63

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  they came in with the tenants of those buildings, so

          3  that many of the half of the buildings that are

          4  proposed to go to non-profits that I responded to

          5  Council Member Provenzano, they will then be turned

          6  over, once the non-profits get the buildings fixed

          7  up and together, they will be turned over to the

          8  tenants. So, the Pratt Area, Bridge Street, St.

          9  Nicholas in Brooklyn, those non-profits are in

         10  essence going to be temporary owners --

         11                 COUNCIL MEMBER MICHELS: And you are

         12  not proposing non-for-profits, you are proposing

         13  private owner --

         14                 CHAIRPERSON SPIGNER: Stanley, and,

         15  Commissioner, excuse me one minute. Council Member

         16  Warden must leave and he would like to have his name

         17  called for the purpose of voting.

         18                 Now, a yes vote is in support of both

         19  measures, is a motion to disapprove the transfer; am

         20  I correct?

         21                 MS. NASSER: Yes.

         22                 CHAIRPERSON SPIGNER: Okay. So, if you

         23  vote yes, that is in conforming with the request and

         24  the intentions of this preconsidered intro.

         25                 So, Claude, if you will call Council
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          2  Member Warden's name for the purpose of voting on

          3  both? Which numbers are they? The two

          4  preconsidereds, relating to 5601 Fifth Avenue, and

          5  560 56th Street.

          6                 COUNCIL CLERK CHERRY: Warden.

          7                 COUNCIL MEMBER WARDEN: Thank you very

          8  much for your indulgence. I will vote aye on both.

          9                 CHAIRPERSON SPIGNER: Okay, thank you.

         10  You may continue.

         11                 COUNCIL MEMBER MICHELS: Yes, so now I

         12  understand it. So, now we have adopted a situation

         13  where the City never takes the buildings in rem,

         14  never has title, and in the foreclosure action,

         15  there is a foreclosure action that is required here,

         16  and a foreclosing on the lien; is that correct? Is

         17  that what they are foreclosing on? The real estate

         18  and water and sewer lien? What is the basis of the

         19  foreclosure action?

         20                 ASSISTANT COMMISSIONER GARDELLA: Tax.

         21                 COUNCIL MEMBER MICHELS: Tax. Taxes

         22  and water and sewer.

         23                 CHAIRPERSON SPIGNER: Yes, taxes and

         24  water and sewer, that has been established.

         25                 COUNCIL MEMBER MICHELS: You can't do
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          2  water and sewer alone, it has to be real estate

          3  taxes.

          4                 ASSOCIATE COMMISSIONER ARAGON: And to

          5  be eligible for the action, it is just based on real

          6  estate taxes, and then --

          7                 COUNCIL MEMBER MICHELS: We would like

          8  to change the law so it could be either one.

          9                 CHAIRPERSON SPIGNER: We need to

         10  change the law so it could be on water alone,

         11  because the abuses are just terrible.

         12                 COUNCIL MEMBER MICHELS: That's right.

         13  We brought this up last year.

         14                 Now, the situation here, so you have

         15  a situation here where it is about to go into

         16  foreclosure and what you are proposing is that you

         17  have a third party transfer for a for-profit group

         18  named Nasher Realty. Is this on all buildings or

         19  just these?

         20                 ASSISTANT COMMISSIONER GARDELLA: It

         21  is on the two that have been the focus of discussion

         22  today, and they also have two others on the list.

         23                 COUNCIL MEMBER MICHELS: Right.

         24                 ASSOCIATE COMMISSIONER ARAGON:

         25  However, we believe that 560 56th Street will be,
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          2  the actual owner will pay it off, so it won't go

          3  through.

          4                 COUNCIL MEMBER MICHELS: He is going

          5  to pay it off?

          6                 ASSOCIATE COMMISSIONER ARAGON: Yes,

          7  as of close of business today.

          8                 COUNCIL MEMBER MICHELS: Is he timely

          9  in his payment?

         10                 ASSOCIATE COMMISSIONER ARAGON: No,

         11  no, no --

         12                 COUNCIL MEMBER MICHELS: It is not as

         13  of right?

         14                 ASSOCIATE COMMISSIONER ARAGON: We

         15  gave him until close of business today to pay the

         16  $90,000 owed in taxes.

         17                 COUNCIL MEMBER MICHELS: What kind of

         18  violations does he have on this building?

         19                 ASSOCIATE COMMISSIONER ARAGON: He has

         20  a total of 71 violations, 56 of them are B and C

         21  violations, and it is important to stress that one

         22  of those violations, one of the structural columns

         23  is missing in the basement and first floor.

         24                 COUNCIL MEMBER MICHELS: The

         25  structural column of a building is a dangerous
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          2  building?

          3                 CHAIRPERSON SPIGNER: On that

          4  structural column, have the Department of Buildings

          5  been alerted?

          6                 COUNCIL MEMBER MICHELS: Have they

          7  ordered to vacate?

          8                 ASSOCIATE COMMISSIONER ARAGON: Well,

          9  the building is not in danger of collapse, but there

         10  is a structural column observed missing, and a

         11  violation has been issued.

         12                 CHAIRPERSON SPIGNER: Are you

         13  qualified to determine whether the building is in

         14  danger of collapse?

         15                 ASSOCIATE COMMISSIONER ARAGON:

         16  Personally I am not qualified.

         17                 COUNCIL MEMBER MICHELS: Is there a

         18  vacate order out there by the Department of

         19  Buildings.

         20                 ASSOCIATE COMMISSIONER ARAGON: The

         21  Department of Buildings has not issued a vacate

         22  order.

         23                 COUNCIL MEMBER MICHELS: But they know

         24  about the building in danger of collapse, of the

         25  structural?
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          2                 Archie, that is pretty crazy.

          3                 CHAIRPERSON SPIGNER: I think we

          4  should request the Buildings Department to go and

          5  take a look at it.

          6                 ASSOCIATE COMMISSIONER ARAGON: Sure.

          7                 It is also important to stress,

          8  Councilman Michels --

          9                 CHAIRPERSON SPIGNER: Have the DOB go

         10  over there and take a look.

         11                 ASSOCIATE COMMISSIONER ARAGON: When

         12  we refer to the owner of this building, it is

         13  important to stress it is the heir. It is the son of

         14  the owner, the owner recently passed away and his

         15  son came forward and we dealt with him.

         16                 COUNCIL MEMBER MICHELS: I understand.

         17                 What arrangements have you made to

         18  have him clear up these violations?

         19                 ASSOCIATE COMMISSIONER ARAGON:

         20  Foremost we have had him enter into an agreement

         21  with a reputable management agent who is going to

         22  manage the building and address the violation.

         23                 COUNCIL MEMBER MICHELS: Who is going

         24  to pay for the removal of the violations?

         25                 ASSOCIATE COMMISSIONER ARAGON: The
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          2  owner will address that.

          3                 COUNCIL MEMBER MICHELS: What if he

          4  doesn't?

          5                 If he defaults on the agreement, what

          6  is the penalty?

          7                 ASSOCIATE COMMISSIONER ARAGON:

          8  Litigation is the only resource.

          9                 COUNCIL MEMBER MICHELS: Litigation

         10  for what? The money damages? For what?

         11                 ASSOCIATE COMMISSIONER ARAGON: We are

         12  in negotiations with this heir, the new owner, and

         13  given his approach and his attitude with the

         14  building and his desire to manage the building

         15  better, we are confident, we hope --

         16                 COUNCIL MEMBER MICHELS: Yes, but hope

         17  doesn't get the violations removed.

         18                 The guy let the building go to such

         19  an extent, and now he has all of these violations on

         20  it, he wants to buy it back for $90,000.

         21                 My point being, we have to be very

         22  careful who we turn these buildings, either over to

         23  or --

         24                 ASSOCIATE COMMISSIONER ARAGON: You

         25  are 100 percent correct, the --
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          2                 COUNCIL MEMBER MICHELS: Now, this

          3  for-profit, one other question on this, the

          4  for-profit takes over, are they going to be subject

          5  to rent control, rent stabilization, or what?

          6                 ASSISTANT COMMISSIONER GLEN: Yes, let

          7  me address that.

          8                 Absolutely. The third party transfer

          9  program absolutely requires all existing tenants be

         10  protected. They stay in their apartments, they have

         11  no rent increase, other than rent control or rent

         12  stabilization.

         13                 COUNCIL MEMBER MICHELS: They can't be

         14  in the rent control unless they have rent control.

         15                 ASSISTANT COMMISSIONER GLEN: Some of

         16  these properties actually may or may not have

         17  rent-controlled tenants in them.

         18                 COUNCIL MEMBER MICHELS: Are they

         19  going to be under rent stabilization then?

         20                 ASSISTANT COMMISSIONER GLEN: Yes,

         21  absolutely.

         22                 COUNCIL MEMBER MICHELS: Is there any

         23  period of time or what?

         24                 ASSISTANT COMMISSIONER GLEN: They

         25  will be in rent stabilization as long as rent
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          2  stabilization exists.

          3                 COUNCIL MEMBER MICHELS: Mr. Chairman,

          4  I have so many more questions on this program, I

          5  understand you want to bring it to a vote but I do

          6  think perhaps we ought to have another hearing --

          7                 CHAIRPERSON SPIGNER: Council Member,

          8  we passed this bill, you and I, back in 1996, this

          9  is the first hearing that we are having on it.

         10                 COUNCIL MEMBER MICHELS: I understand.

         11                 CHAIRPERSON SPIGNER: Our memories

         12  grow dim.

         13                 COUNCIL MEMBER MICHELS: We may need

         14  some oversight over this program.

         15                 CHAIRPERSON SPIGNER: Obviously it is

         16  a topic that we need to come back to. Obviously, it

         17  is one that we need to have again.

         18                 However, Council Member Rodriguez

         19  wanted to be recognized on the second round.

         20                 COUNCIL MEMBER RODRIGUEZ: Sure.

         21                 First of all, if these buildings are

         22  going to be renovated, and I am just going to

         23  address the members of the Committee, it is my

         24  understanding that if they are substantially

         25  rehabilitated, that they now don't fall under rent
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          2  stabilization rules because they are going to be gut

          3  rehabbed.

          4                 You talked about 70,000 per unit, so

          5  I thought that the law was if you gut rehab a

          6  building, it is no longer under rent stabilization.

          7  Do you want to comment on that?

          8                 ASSISTANT COMMISSIONER GLEN: That is

          9  absolutely incorrect, I am sorry to say.

         10                 If you have an HPD loan under the

         11  Housing Finance Law under Article 15, all of the

         12  units are subject to rent stabilization.

         13                 In addition to that --

         14                 COUNCIL MEMBER RODRIGUEZ: But you

         15  said they can apply for an HPD loan. You didn't say

         16  they have to apply for the loan. So, if they buy

         17  this building and they don't apply for an HPD loan,

         18  then we can wind up with six unstabilized units.

         19                 ASSISTANT COMMISSIONER GLEN: With all

         20  due respect, Council Member Rodriguez --

         21                 COUNCIL MEMBER RODRIGUEZ: Yes.

         22                 ASSISTANT COMMISSIONER GLEN:

         23  Precisely what we have done is we have clustered

         24  these buildings in such a fashion that the economics

         25  of this entire cluster will only work if these folks
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          2  come in to see us and finance the whole cluster.

          3                 And, again, I want to emphasize for

          4  members of the Committee, we spend a lot of time

          5  vetting the various people who responded to the RFQ

          6  and spent a lot of time making sure that the folks

          7  that we are asking you to approve are responsible

          8  owners who will absolutely have the resources and

          9  the capacity and the dedication to work on these

         10  buildings with us under HPD supervision in loan

         11  programs. These are not bad folks. These are really

         12  good, high quality, minority-based owners who are

         13  very excited about working with these buildings, and

         14  I would strongly suggest that you approve their

         15  designation and let these buildings go forward in

         16  these programs.

         17                 COUNCIL MEMBER RODRIGUEZ: Okay, so,

         18  let me just add a few more things.

         19                 Clearly, we have the ability here to

         20  look at properties that are owned by the City of New

         21  York and how these properties -- not owned -- but

         22  probably the City of New York has the ability to

         23  allow other people to own at some point, because

         24  they are not owned by the City of New York,

         25  representing an area that is going through
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          2  tremendous pressures in the real estate market,

          3  representing an area where the average rent is a

          4  thousand or $1,200 for a two bedroom. I am extremely

          5  concerned about the fact that the potential for

          6  private investors coming in and turning apartments

          7  that would normally be affordable units into market

          8  rate housing.

          9                 I currently have in front of me a

         10  DHCR, I guess, document that says that a building in

         11  my district that was rehabilitated about 20 years

         12  ago, tenants have been living there for 20 years, a

         13  new landlord bought it, and now he is stating that

         14  they are not rent stabilized and DHCR has upheld

         15  that position.

         16                 So, we have eight families that don't

         17  have a place to live.

         18                 So, that is what is going on in my

         19  district. And I just want to say that, sort of

         20  following what Council Member Michels said, we are

         21  giving away in my district what I believe to be at

         22  least a million dollars. I don't know what goes on

         23  in any other districts. They stated they have to be

         24  clustered, but then they say that one of the

         25  buildings in the cluster is going to be removed
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          2  today, so therefore the cluster may not work.

          3                 So, I think clearly at this point

          4  this program needs a lot more oversight. In my

          5  district I am very vigilant for what is going on,

          6  and I really ask you and urge you all to vote so

          7  that these buildings don't go through the

          8  possibility of winding up in the hands of real

          9  estate investors whose only goal is to make money

         10  because that is what private for-profit real estate

         11  investors do, and I would appreciate I guess a yes

         12  vote on all of these. Thank you.

         13                 Thank you, Mr. Chair.

         14                 CHAIRPERSON SPIGNER: Okay, we have

         15  discussed this, and as I stated, this is the first

         16  time we have had a hearing and discussion on this

         17  local law of'96, 37. We had a transfer last year,

         18  the Bronx transfer, which went without opposition.

         19  There are how many parcels in this transfer? Fifty

         20  in this transfer, 48 which will go without

         21  objection. There are two parcels where the Council

         22  Member from the Community, under discussion, has

         23  objections. Local law 37 reserves to the Council to

         24  object to the party or parties to which the property

         25  was being proposed to transfer; is that correct?

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

                                                            76

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2                 COUNCIL MEMBER MICHELS: Mr. Chairman,

          3  may I just interject one thing, please? Very

          4  quickly.

          5                 CHAIRPERSON SPIGNER: You may object.

          6                 COUNCIL MEMBER MICHELS: Interject one

          7  thing.

          8                 I understand one of these buildings

          9  has a serious lead paint problem, and no matter what

         10  we do here today, that should be addressed.

         11                 CHAIRPERSON SPIGNER: All right, so

         12  you said it. Thank you.

         13                 COUNCIL MEMBER MICHELS: I said it.

         14                 CHAIRPERSON SPIGNER: Now, so, the

         15  Council Member from the district from which this

         16  property is a part of objects to the transfer, and

         17  it is the Council Member's right, and I think that

         18  we have gone along with 98 percent of the properties

         19  and it is not unreasonable for us to extend the

         20  courtesy to the Council Member from the district.

         21  So, in asking for the roll call, I am going to ask

         22  for a yes vote on both of these measures which would

         23  deny the transfer.

         24                 COUNCIL CLERK CHERRY: Spigner.

         25                 CHAIRPERSON SPIGNER: Aye, for the
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          2  reasons just stated.

          3                 COUNCIL CLERK CHERRY: Michels.

          4                 COUNCIL MEMBER MICHELS: I understand

          5  how this legislation is supposed to work, and I am

          6  appreciative of the fact that there has been a lot

          7  of work done by HPD in seeking out good people to

          8  run these buildings. But it is my understanding that

          9  we need a lot more information to make a decision on

         10  this, and I am hopeful during the interim period of

         11  time that either you come up with other people or

         12  else come up with more information on the situation,

         13  and it is much more high level of cooperation with

         14  the Council in this, and on that basis, I vote aye.

         15                 COUNCIL CLERK CHERRY: Marshall.

         16                 COUNCIL MEMBER MARSHALL: Aye.

         17                 COUNCIL CLERK CHERRY: Provenzano.

         18                 COUNCIL MEMBER PROVENZANO: Yes.

         19                 COUNCIL CLERK CHERRY: Nelson.

         20                 COUNCIL MEMBER NELSON: Aye.

         21                 ACTING CHAIRPERSON MICHELS: The

         22  meeting is hereby adjourned.

         23                 MS. NASSER: This meeting is now

         24  adjourned.

         25                 (Hearing concluded at 2:30 p.m.)
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