Department of
Housing Preservation
& Development

TESTIMONY OF THE DEPARTMENT OF HOUSING PRESERVATION AND
DEVELOPMENT TO THE CITY COUNCIL HOUSING AND BUILDINGS
COMMITTEE — MONDAY, JANUARY 30™, 2012 — 1pm

Good afternoon, Chairman Dilan and members of the Housing and Buildings
Committee. 1 am Mathew Wambua, Commissioner of the New York City
Department of Housing Preservation and Development, and with me is RuthAnne
Visnauskas, Deputy Commissioner of Development. Thank you for the
opportunity to discuss the merits of Introduction 730 sponsored by Council
Member Recchia relating to the disclosure of information associated with HPD’s
development of affordable housing in New York City.

Let me state unequivocally that | am very supportive of exploring ways in which
the agency can educate the public and our partners in government on HPD
operations. As the nation’s largest developer of affordable housing, it is essential
that the public knows how local, state, and federal funds are spent to produce
apartments and homes for low and moderate income New Yorkers seeking
housing. | believe this legislationrepresents astep towards the shared goal of
enhanced transparency for the Agency, and | hope to use today’s hearing as a
means of refining the types of information we should share and in what ways.

Before | comment on the details of the legislation, | would like to give you a brief
overview of HPD operations with regards to affordable housing development.
The main function of HPD’s Office of Development, run by Deputy Comimissioner
- Visnauskas, is to create and preserve affordable housing throughout the five
boroughs. The agency achieves this end through a variety of means, including
low interest loans for rehabilitation and new construction, federal low income
housing tax credits, and real property tax exemptions. HPD works with non-profit
and for-profit developers who choose their own general contractors (or act as
their own general contractor) and assemble their own teams for their projects.

Developers are typically chosen through a variety of means: by application, by
Request For Proposals, or by Requests for Qualifications.

Developers are selected through applications in programs like the 8A Loan
Programs where owners of existing apartment buildings seek funding for
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renovation work to preserve and upgrade the property. In those instances,
landlords submit applications to HPD {accessible on nyc.gov/hpd) which are
reviewed by the agency based on specific programmatic requirements. For
certain programs, applicants must meet Federal program guidelines as weil.

Other HPD programs utilize a Request For Qualifications (RFQ) process under
which prospective developers submit their qualifications to the agency before any
specific project has been identified. If their qualifications are satisfactory, they
are included on a pre-qualified list of firms that may be eligible to develop certain
types of future projects. For example, the Third Party Transfer Program uses a
rolling RFQ to create such a pre-qualified list. Properties in the program are
clustered into projects that are assigned to prequalified developers on the list
according to capacity, geography, and experience.

Developers are generally selected through Requests for Proposals (RFP) in
programs where HPD conveys City-owned land for housing development. When
HPD determines that a particular City-owned property is appropriate for housing
development, the agency generally issues aRFP io select a developer for the
site. Development teams submit proposals that generally consist of two parts.
First, just as they would do in an RFQ, they submit materials detailing their
experience, capacity, and financial data to establish their qualification to develop
the project. Second, they submit information regarding how they would develop
the site, which often involves things like design and affordability. The RFP
specifies what they must submit on both subjects. Once all proposals are
received, the agency selects the best one based on the criteria in the RFP, which
generally involve a combination of both the qualifications of the developer and
the quality of its plan for the site. The project and the conveyance of the site to
the developer must also be approved by the City Council and the Mayor after
public hearings and, where applicable, reviewed by the local Community Board,
Borough President, and the City Planning Commission under the City's Uniform
Land Use Review Procedure (ULURP). Developers are also selected through
RFPs in projects involving large scale housing or mixed use developments.

These, along with the tax credit and tax exemption programs, represent the bulk
of HPD’s development operations. Each program, with its own specific set of
criteria governing eligibility and allocation, provides HPD with the resources and
tools to achieve the Mayor's New Marketplace Housing Plan goal of 165,000 new
or preserved units of affordable housing by 2014.

In the same way that | just took you through our process, | believe that with more
comprehensive reporting, HPD can better illustrate io the general public which
developers the Agency has selected to work with. What a transparency bill
should not be misconstrued as, though, is a means for undermining the Agency’s
funding decisions, negatively attacking developers that have been selected, or
embarrassing those that were not selected. It is essential that together we craft a
bill that achieves better transparency without those unintended consequences.



Intro 730 requires a number of new disclosures about the developers selected by
HPD for development projects. We agree that we should reporta general
description of each project we closed in a particular fiscal year, including.basic
details of the developing entity and the specific funding sources. Anything further,
however, seems to run afoul of the primary intent of the legislation and might
produce unintended negative consequences.

Intro 730 also requires detailed monthly reporting on all HPD development
projects. Specific provisions of the legislation go as far as asking for detailed
information on developers who HPD has either denied, revoked, or suspended
pre-qualification within the past five years. First, HPD does not maintain this
information, so retrieval of these details would be impossible to recover from the
past five years. Second, the benefit of disclosing this information is not
immediately apparent. HPD staff is always available to discuss with applicants
why they were not selected and how to improve their competitiveness in the
future. Third, any potential benefit of such disclosure is greatly outweighed by its
potential unintended consequences. Good developers may elect not to seek
affordable housing work if they know that doing so risks harm to their reputations
if they are not selected. Fourth, such disclosure could subject the City to
increased litigation risks.

Similarly, the agency has concemns about the requirement to make the taxpayer
identification numbers of developers, contractors, and subcontractors as well as
their principal officers and principal owners available online. Making taxpayer
identification numbers publicly available is both unnecessary and could facilitate
illegal activity and place each of these entities at risk for identity theft.

Finally, | think it is important to acknowledge the heavy administrative burden
Intro 730 as written would place on the agency. HPD’s personnel has been
reduced by more than 15%over the past three years. As you know, HPD's
budget is comprised mostily of funding sources generated from the Federal
government. Given the most recent cuts to HOME (46%) and Community
Development Block Grant (8%), our budget for core agency functions, like
housing development and code enforcement, have been severely impacted. We
estimate these cuts will leave the agency with a hole of almost $90 million in the
upcoming budget cycle requiring the agency to reduce our personnel by another
15%, resulting in a total reduction of approximately 30%. This translates into
existing personnel assuming the work load of often two or three employees. Now
more than ever it is essential that we work with our partners in the Council and
elsewhere in government to mitigate the impact of these cuts to the agency.

We thank you for your time and we are happy to respond to any questions you
might have.
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Testimony of Manhattan Borough President Scott M. Stringer

before the Committee on Housing and Buildings
Regarding Local Law Int. 730 to amend the administrative code of the city of New York, in relation to
the disclosure of certain information regarding certain construction projects

January 30, 2012

Thank you Chairman Dilan and members of the Committee on Housing and Buildings for the
opportunity to testify at this important hearing.

The purpose of my testimony is simple, to voice strong support for the passage of Intro 730 introduced
by Councilmember Dominic Recchia which would require the City to post new information related to
the pre-qualification of vendors for HPD construction projects. Other new disclosures that Intro 730
will mandate, including the additional release of project identifiers, project descriptions and locations,
dollar amounts related to individual contracts and details related to the manner in which developers are
selected are important new reforms.

As I have noted on several occasions before the New York City Council, the public always benefits from
a full and complete disclosure of all types of City contracts, not just those that are limited to the creation
of new housing units. Ibelieve that Intro 730 makes important strides towards achieving that goal, 1
urge all members of the New York City Council to support this legislation and pass it without delay.

Thank you again for the opportunity to testify at this important hearing,
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NYC Council Committee on Housing and Buildings
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My name is Sarah Hovde and I am the Director of Research and Policy for the NYC Program of
the Local Initiatives Support Corporation (LISC). LISC is a national community development
intermediary organization that helps community-based groups to transform distressed
communities and neighborhoods into healthy ones by providing capital, technical expertise,
training and information. In NYC, LISC has provided over $160 million in loans and grants and
over $1.7 billion in equity to more than 75 community development corporations (CDCs),
resulting in the development of close to 30,000 units of affordable housing in Harlem, the South
Bronx, and Brooklyn.

Intro 730 would require HPD (o establish a new, online public database through which it would
be required to provide detailed information about any housing project receiving more than
$100,000 in city financial assistance. Information required to be provided would include
detailed information about each developer, contractor and subcontractor, including identifying
information; original, revised and actual expenditures; selection process; whether the contract is
subject to prevailing wage laws; and all complaints, allegations and judgments regarding
violation of prevailing wage requirements filed against the contractor within the last five years.
In addition, all contractors and subcontractors — whether or not their contracts are subject to
prevailing wage requirements — would be required to report weekly wage data for every
employee working on the project.

While the desire for greater transparency in HPD’s selection process for developers and
contractors, and in its allocation of resources to projects, is understandable, we don’t believe that
the process proposed by Intro 730 is the best way to achieve this goal. We also believe the
legislation as written would have negative consequences.

The most notable negative effect, in terms of the provisions that would affect projects undertaken
by LISC NYC’s local development partners, is the requirement for weekly wage reporting on all
projects. For projects that are not subject to prevailing wage requirements (which many of the
projects undertaken by our local partners are not) the bill creates a new reporting requirement
where none existed before. We fear that the administrative burden that this new requirement
would create would impose a significant burden on contractors — particularly smaller ones — who



would have difficulty complying, and who are still struggling with the impacts of the economic
downturn. For projects that are subject to prevailing wage requirements, HPD already has a
reporting system in place. If auditing and verification of contractors’ reported wages under this
system needs to be strengthened, then this issue should be addressed directly, rather than
requiring the creation of a new, duplicative administrative reporting structure.

The creation of the online database described in Intro 730 would also seem to require a fairly
significant dedication of administrative resources by HPD; and we worry about creating
expensive new mandates on the agency in this time of shrinking budgets. We are sympathetic to
the desire for greater transparency in HPD’s process for developer and contractor selection, and
in allocation of city resources to projects; but we wonder whether this goal could be achieved in
a way that is less expensive and time-consuming. For example, the way Intro 730 currently
reads would seem to require constant, almost real-time updating of project and contract cost data,
which can fluctuate over the course of the contract period. A better approach might be to have
HPD publish some kind of annual report, summarizing much of the same information, on all
projects reaching construction closing or completion during the previous year. We encourage the
sponsors of this bill to engage HPD in a conversation about how greater transparency can be
achieved in the most efficient manner possible.

Thank you for the opportunity to testify.
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Good morning. My name is Harvey Epstein; I am the Project Director of the Community
Development Project at the Urban Justice Center. The Urban Justice Center is a project-based
umbrelia legal services and advocacy organization serving New York City residents. In the past
25 years, the Urban Justice Center has provided direct [egal assistance, systemic advocacy and
community education to low and moderate income New Yorkers. The Community Development
Project (CDP) of the Urban Justice Center formed in September 2001 to provide legal, technical,
research and policy assistance to grassroots community groups engaged in a wide range of
community development efforts throughout New York City. CDP strengthens the impact of
grassroots organizations in New York City’s low-income and other excluded communities. We
partner with community organizations to win legal cases, publish community-driven research
reports, assist with the formation of new organizations and cooperatives, and provide technical
and transactional assistance in support of their work towards social justice.

The Urban Justice Center represents many community based organizations that wish
develop or support the development of affordable housing in their neighborhoods. Over the past
few years, these organizations have questioned the decision HPD has made about who were
given the opportunity to develop a housing project. Many times, the chosen developer did not
propose to develop the most affordable housing at the lowest cost. This bill deals directly with
those issues.

This bill Intro 730 of 2011 currently pending before the New York City Council is
important protections for low income residents. Government functions best under the sunshine.
The purpose of all the sunshine laws is to prevent abuse. Unfortunately, throughout history,
individuals has taken advantage of their positions in government and used their position to steer
government contracts. This occurred in 2011 with HPD. Because HPD has so much discretion
in whom to allow developing which housing projects, the system is ripe for fraud. In 2011,
Wendell Walters was arrested for steering development projects for a financial kickback. In



addition, there have been situations in which individuals who have political power have had
undue influence over the outcome of who develops a project. Currently, if you question what
HPD has decided in relationship to a development project, you have to submit a freedom of
information request to HPD, which takes at least a month to get a response. If all the information
is not included in that response, you must ask for additional documents, which takes another
month. After all that time and effort none of the information is available for the public to
review.

This bill takes an important step in addressing these problems. First, it only requires disclosure
for projects exceeding $100,000, which is a fair starting point for disclosure. Second, HPD will
be required to create a list of prequalified criteria.and then judge prequalified applicants on this
same criteria. If HPD selects a developer through a competitive bid process, they are required to
indicate who the lowest responsible bidder is, and if that was not the entity selected for the
development project, explain why they were not selected. Next, the bill will require HPD and
the potential developer to disclose who the principles are involved in each project. HPD will be
required to make available online to members of the public the list of prequalified and selected
applicants. HPD will be further required to release information about how much government
financing is involved in the development project. Moreover, HPD will be required to submit
information on net and gross pay of each employee of the developer and subcontractor to ensure
they are complying with New York Laws.

So why this bill important?

First, passing this bill into law will effectively protect housing in New York City.

Second, it will allow community based organizations to be aware of the selection criteria
in local development projects and compete in a fair open way.

Finally, it will limit opportunities for fraud and corruption.

Thank you for having a hearing today on this bill and giving me the opportunity to testify
on this important issue.



JOINT TESTIMONY OF THE QUEENS & BRONX BUILDING ASSOCIATION AND
THE BUILDING INDUSTRY ASSOCIATION OF NEW YORK CITY, INC. BEFORE
THE CITY COUNCIL COMMITTEE ON HOUSING & BUILDINGS

JANUARY 30,2012

GOOD DAY. MY NAME IS ROBERT ALTMAN AND [ AM THE LEGISLATIVE

CONSULTANT TO THE QUEENS & BRONX BUILDING ASSOCIATION AND THE

BULIDING INDUSTRY ASSOCIATION OF NEW YORK CITY, INC., TWO LOCAL

CHAPTERS OF THE NEW YORK STATE BUILDERS ASSOCIATION.

[ AM HERE TODAY TO OPPOSE INTRO. 730.

AS YOU MAY BE AWARE, THE NEW YORK STATE ASSOCIATION FOR

AFFORDABLE HOUSING HAS OPPOSED THE LEGISLATION FOR MULTIPLE

REASONS, WHICH [ AM LISTING HERE IN THIS WRITTEN TESTIMONY:

Intro 730 places a tremendous administrative burden on smaller
contractors, subcontractors and MWBE firms, including requiring
weekly wage reporting. While larger contractors may have the

~ capacity for project by project accounting, this mandate penalizes

smaller community-based firms.

Intro 730 requires the creation of an expensive public database without
providing the resources to implement it. Much of this information is
already available: HPD should not be required to provide information
that DOB already provides.

Targeting the affordable housing industry with these extraordinary
reporting requirements is unnecessary — affordable housing developers
are closely monitored by multiple government agencies, lenders and
investors. Affordable housing construction in New York is safer than
other residential construction.

MOREOVER, THE BILL SUFFERS FROM A SERIOUS DEFECT; IT PROVIDES

THE TAX IDENTIFICATION NUMBER OF INDIVIDUALS AND BUSINESS ENTITIES,

MAKING THE IDENTIFIED PERSONS AND BUSINESSES EXTREMELY PRONE TO

[DENTITY THEFT. WHILE NOT AS WIDELY PUBLICIZED AS PERSONAL IDENTITY



THEFT, BUSINESS IDENTITY THEFT EXISTS ALL THE SAME. WHY WOULD THE
COUNCIL LEGISLATE AN INVITATION TO ADDITIONAL IDENTITY THEFT.

[ UNDERSTAND THAT THIS BILL WAS INTRODUCED AS AN ANTI-
CORRUPTION MEASURE, BUT FRANKLY, [ DON'T KNOW IF IT WILL DO ANY
GOOD. CORRUPT MINDS WILL SIMPLY THINK OF ANEW WAY TO GET AROUND
THE SYSTEM AND INSTEAD THE GOOD GUYS AND THE TAXPAYER WILL BE
PUNISHED AS THE REPORTING MECHANISMS WITHIN THIS BILL IS SURE‘TO RAISE
COSTS FOR SMALLER OUTFITS AS THEY ATTEMPT TO COMPLY WITH SOMETHING
THAT WAS NOT THEIR l;"AULT. AND OF COURSE, THE TAXPAYER ULTIMATELY
PAYS THIS HIGHER COST FOR AFFORDABLE HOUSING.

MOREOVER, IN AN ERA WHERE GOVERNMENT [S TRYING TO REDUCE
REGULATION, THE COUNCIL NOW SEEKS TO ADD TO IT, GOING AGAINST THE
TREND IN GOVERNMENT. I PREVIOUSLY WORKED FOR A LAW FIRM THAT
SPECIALIZED IN AFFORDABLE HOUSING. AFTER ABOUT A YEAR OF WORKING
ON THEIR PROJECTS, ISTATED TO A PARTNER THAT | WAS AMAZED THAT IT
TOOK A LOT OF MONEY TO DO “AFFORDABLE HOUSING” DUE TO ALL THE
GOVERNMENT REGULATIONS. THE PARTNER SIGHED AND STATED IT WAS TRUE
AND FRUSTRATING. WHY THE COUNCIL WISHES TO ADD TO THE REGULATION

AND COST IS BEYOND ME.



