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          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON WEPRIN: Good morning and

          3  welcome to this morning's Finance Committee Hearing.

          4  My name is David Weprin, I Chair the Finance

          5  Committee.  We have a number of Members of the

          6  Committee and I believe we have a quorum in and

          7  around the room.

          8                 We have Council Member Mike McMahon

          9  from Staten Island, Council Member Jim Gennaro from

         10  Queens, Council Member Eric Gioia from Queens,

         11  Council Member Oliver Koppell from the Bronx,

         12  Council Member Gale Brewer from Manhattan, Council

         13  Member Peter Vallone, Jr. From Queens, Council

         14  Member Dennis Gallagher from Queens and our Minority

         15  Leader, Council Member Jim Oddo from Staten Island.

         16                 Today we will be considering two

         17  Budget Modifications -- and Council Member Alan

         18  Gerson from Manhattan. Today we will be considering

         19  two Budget Modifications, a Revenue Modification MN-

         20  3 that recognizes an additional $2.2 billion in

         21  revenue and an Expense Modification MN-2, which

         22  seeks to implement changes to the Expense Budget

         23  passed last June.

         24                 The Revenue Modification recognizes

         25  an additional $2.2 billion in revenue for Fiscal
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          2  2007.  All but $37 million of this amount originates

          3  from extraordinary increases in tax revenue. This

          4  increase is broadly spread at all business and

          5  personal income taxes, as well as in the real estate

          6  transfer taxes that continue to exceed reasonable

          7  expectations.

          8                 The Expense Modification MN- 2 will

          9  implement Expense Budget changes, which were

         10  reflected in the City's November Financial Plan

         11  Modification, since Budget adoption expenses have

         12  increased by a net $308 million.  The bulk of this

         13  increase comes from extending the DC- 37 Labor

         14  Contract as a pattern Citywide.

         15                 The increase in revenue will be used

         16  to cover these increases and expenses.  After these

         17  expenses, the remaining net increase in revenue to

         18  the Fiscal 2007 Budget is $1.9 billion. These funds

         19  will be placed into the Budget Stabilization Account

         20  in the Debt Service Budget to prepay general

         21  obligation debt service in Fiscal 2008.

         22                 Representatives for Council Finance

         23  are available to answer any questions you may have

         24  regarding the Fiscal 2007 Budget Modification.

         25                 We have also been joined by Council
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          2  Member Diana Reyna from Brooklyn and Queens, and

          3  Vanessa Turnbull (phonetic) our Deputy Counsel to

          4  the Committees here, and I saw Anne Brown, Counsel

          5  to the Committee around somewhere, and we have Billy

          6  Martin over here, and Mike Keogh behind me, the

          7  Director of Finance. Council Member Maria Baez from

          8  the Bronx has joined us.

          9                 Any questions?  We have the Finance

         10  Staff available. We have Stuart Klein, First Deputy

         11  Budget Director available.  Mr. Klein, do you want

         12  to get into the hot seat?  Go ahead.

         13                 Council Member Oddo.

         14                 COUNCIL MEMBER ODDO: Mr. Klein, with

         15  MN- 3 we're recognizing another $2.2 billion in

         16  revenue; is that correct?

         17                 MR. KLEIN: Yes.

         18                 COUNCIL MEMBER ODDO: And that makes a

         19  total for this Fiscal Year so far of an additional

         20  $4 billion over the original estimates of revenue?

         21                 MR. KLEIN: What this amend. Does is

         22  recognize the revenue that was the result of our

         23  November Plan Modification. Subsequent to that

         24  Modification we issued the January Plan, which

         25  recognize an additional $2 billion in revenue, so
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          2  that's  --

          3                 COUNCIL MEMBER ODDO: So we're at $4.

          4  And we still have the full month of March, April,

          5  May and June to come in.  So I think it's safe to

          6  anticipate there will be an excessive of

          7  $4 billion mark.

          8                 MR. KLEIN: Assuming yesterday was a

          9  one- day event.

         10                 COUNCIL MEMBER ODDO: Right. Talk to

         11  my Ford stock.

         12                 MR. KLEIN: The market was up over 100

         13  points when I first came over here so.

         14                 COUNCIL MEMBER ODDO: Now, this is

         15  the, correct me if I'm wrong.  This is the fourth

         16  year in a row where we have recognized close to $4

         17  billion above the original estimates of revenue.  Is

         18  that correct?

         19                 MR. KLEIN: I don't believe it's $4

         20  billion, but it's the fourth year in a row that we

         21  have had substantial revenue.

         22                 COUNCIL MEMBER ODDO: If it's not $4

         23  billion, it's close to $4 billion.  I just ask my

         24  colleagues to take note of how much money we're

         25  talking about and if you all just read your City
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          2  Council mail.  I sent out a letter to each of you

          3  yesterday saying, let's have a discussion.  I'm not

          4  asking for anything more than a discussion of a

          5  reduction in the personal income tax.

          6                 I think that we should give a portion

          7  of this money, these historic amounts of money, back

          8  to the people of this City. And all I'm asking for

          9  is that we have a Hearing where we bring in policy

         10  and fiscal experts and they explain to us in

         11  layman's terms what the fiscal implications of doing

         12  something like that. This is a tremendous amount of

         13  money. I think there is room to do the Speaker's

         14  idea, the Mayor's idea and to address the personal

         15  income tax issue in some manner.  Thank you Mr.

         16  Chairman for your indulgence.

         17                 CHAIRPERSON WEPRIN: Thank you, Mr.

         18  Oddo.  We've been joined by Council Member Vincent

         19  Gentile from Brooklyn and Council Member Albert Vann

         20  from Brooklyn.

         21                 I believe Council Member McMahon had

         22  a question.

         23                 COUNCIL MEMBER MC MAHON: Mr.

         24  Chairman, I was going to be a little jocular and

         25  just wanted to welcome my Republican colleagues to
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          2  the fight against taxes. And you know I know that

          3  they like to spend a lot of money and I'm glad that

          4  they are finally seeing the light that we just have

          5  a little fiscal responsibility and give the money

          6  back to the tax payers.

          7                 I'd ask them to endorse my property

          8  tax reduction of 10 percent and a $500 rebate, that

          9  would be a good start.  I'm glad they've finally

         10  seen the light, that's all.  Thank you, Mr.

         11  Chairman.

         12                 COUNCIL MEMBER ODDO: Mr. Chairman,

         13  point of personal privilege.  I just want --

         14                 CHAIRPERSON WEPRIN: You want to go to

         15  the 15th with him?

         16                 COUNCIL MEMBER ODDO: I just want to

         17  commend my colleague, Council Member McMahon, for

         18  making that statement and keeping a straight face

         19  during that time that he made it.

         20                 CHAIRPERSON WEPRIN:  Council Member

         21  Gentile.

         22                 COUNCIL MEMBER GENTILE:  I just want

         23  to underscore Mr. Chairman, the point made so

         24  eloquently by Councilman Oddo.  I think every year

         25  that I've been here and most of us have been here,
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          2  more than 10 percent of the Budget has been adopted

          3   -- has been realized after adoption. And that fact

          4  alone tells us that the forecasting leaves a lot to

          5  be desired and the reality is much different than

          6  the forecasting.

          7                 The fact is that with three and one-

          8  half billion and three and one-half billion and four

          9  billion dollar surpluses over the last three years,

         10  it is time that we stop this fantasy of we're in a

         11  recession and we're looking towards a deficit in the

         12  next few years.  We need to use the money as it's

         13  actually coming in and I think the suggestion that

         14  Councilman Oddo has made is a good one.

         15                 I think the homeowners of this City

         16  need a proper tax break that is beyond the five

         17  percent that the Mayor is proposing in continuation

         18  of rebate, we need to increase that rebate. And

         19  McMahon also, okay, yes and Councilman McMahon too.

         20  I think there is a ground swell of support for doing

         21  more than what the Mayor has suggested, given the

         22  fact that our revenues are far higher than they have

         23  estimated.

         24                 CHAIRPERSON WEPRIN: Thank you Council

         25  Member. Council Member Brewer.
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          2                 COUNCIL MEMBER BREWER: Thank you.

          3  Just because there are people who don't speak to the

          4  Staten Island advance in the room, I just wanted to

          5  say "hello."

          6                 And then my second question is I

          7  think that on Friday we are going to have, I'm just

          8  being facetious, I'm teasing. Staten Island Advance.

          9                 My question is, on Friday I

         10  understand that there is going to be a Hearing here

         11  on property tax at 10:00 a.m. in the Finance

         12  Committee.  I wanted to know if that's the time and

         13  place that we should be discussing some of these

         14  issues?  That's a question I guess for the Chair.

         15                 My understanding is that on Friday,

         16  at 10:00 a.m. we are going to have an extensive

         17  Hearing and that would be on the property tax

         18  specifically.  It's a question.

         19                 CHAIRPERSON WEPRIN: Yes, absolutely.

         20  We are going to be -- I urge all my colleagues to

         21  come, it's on assessments. Because there are a lot

         22  of questions about how assessments are done.  We are

         23  going to hear from Commissioner Martha Stark, as

         24  well as well as from Steve Spinola from Real Estate

         25  Board and Joe Strasburg from Rent Stabilization and
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          2  a number of other people from the public will be

          3  testifying.  So, I invite all my colleagues and

          4  anybody in the audience to come this Friday at 10:00

          5  o'clock in the City Council Chamber.

          6                 COUNCIL MEMBER BREWER: Thank you.

          7                 CHAIRPERSON WEPRIN: Council Member

          8  Gerson.

          9                 COUNCIL MEMBER GERSON: Thank you Mr.

         10  Chair and I hope either as part of or immediately

         11  following the Hearing of Assessments, we will be

         12  able to, with long last, tackle and approach the

         13  issue of equity and simplicity in the reform of the

         14  property tax system.

         15                 But I just wanted to address the

         16  points raised by my colleagues with respect to the

         17  proposal for Hearing on the income tax change, or

         18  reduction.  I certainly support the idea of the type

         19  of Hearing that Council Member Oddo proposed.  I

         20  think certainly we should be evaluating all of these

         21  issues in a thorough manner.  I think I would

         22  endorse that idea.  My only objection is that I, and

         23  I know Councilman Oddo would be disappointed if I

         24  did not state as much, but I object to couching the

         25  issue in terms of giving back to the people of the
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          2  City of New York whether it's a tax refund or

          3  expenditure or spending money for schools, for

          4  police services, for health services, we're giving

          5  to and serving the people of the City of New York.

          6                 The question really is, what is the

          7  most strategic way, how do the good people of New

          8  York best benefit from one type of give- back if you

          9  will, or another and that really is if we are going

         10  to approach the issue with intellectual honesty

         11  that's really how we need to approach it.

         12                 So with that I look forward to many,

         13  many good Hearings of this Committee, under your

         14  outstanding leadership, Mr. Chair.

         15                 CHAIRPERSON WEPRIN: Thank you Council

         16  Member.  Any further questions?  Seeing none, call

         17  the Roll.

         18                 COUNCIL CLERK: Chairperson Weprin.

         19                 CHAIRPERSON WEPRIN: Aye on all.

         20                 COUNCIL CLERK: Reyna.

         21                 COUNCIL MEMBER REYNA: Aye on all.

         22                 COUNCIL CLERK: Baez.

         23                 COUNCIL MEMBER BAEZ: Aye on all.

         24                 COUNCIL CLERK: Brewer.

         25                 COUNCIL MEMBER BREWER: Aye.
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          2                 COUNCIL CLERK: Gennaro.

          3                 COUNCIL MEMBER GENNARO: Yes.

          4                 COUNCIL CLERK: Gerson.

          5                 COUNCIL MEMBER GERSON: Aye on all.

          6                 COUNCIL CLERK: Gioia.

          7                 COUNCIL MEMBER GIOIA: Yes.

          8                 COUNCIL CLERK: Koppell.

          9                 COUNCIL MEMBER KOPPELL: Aye.

         10                 COUNCIL CLERK: McMahon.

         11                 COUNCIL MEMBER MC MAHON: Aye.

         12                 COUNCIL CLERK: Sears.

         13                 COUNCIL MEMBER SEARS: Aye.

         14                 COUNCIL CLERK: Vallone.

         15                 COUNCIL MEMBER VALLONE: Mr. Chair, I

         16  would just like to briefly announce that the Public

         17  Safety Committee Meeting that was listed as here,

         18  will be in the next room immediately following this

         19  Hearing.  I vote Aye on all.

         20                 COUNCIL CLERK: Vann.

         21                 COUNCIL MEMBER VANN: Aye.

         22                 COUNCIL CLERK: Gentile.

         23                 COUNCIL MEMBER GENTILE: Aye.

         24                 COUNCIL CLERK: Gallagher.

         25                 COUNCIL MEMBER GALLAGHER: May I be
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          2  temporarily excused to explain my vote?

          3                 CHAIRPERSON WEPRIN: Yes, you may.

          4                 COUNCIL MEMBER GALLAGHER: I would

          5  like to thank my colleagues --

          6                 CHAIRPERSON WEPRIN: It depends on

          7  what you are going to say.

          8                 COUNCIL MEMBER GALLAGHER: -- And

          9  Council Member McMahon for his revisionist history

         10  (sic), and ask that he go to the videotape and look

         11  at the Hearing in the City Council for the six souls

         12  that stood up and said that 18.5 percent was too

         13  high of an increase and that it would create

         14  overwhelming surpluses, which we see now is true.

         15  So I congratulate my colleagues who had the courage

         16  to stand up that 18.5 percent increase and gladly

         17  vote aye on the Budget Modification.

         18                 COUNCIL CLERK: Oddo.

         19                 COUNCIL MEMBER ODDO: Yes.

         20                 COUNCIL CLERK: Jackson.

         21                 COUNCIL MEMBER JACKSON:  Mr. Chair,

         22  before I take any action on this matter, I'd like to

         23  make a statement for the record please.

         24                 CHAIRPERSON WEPRIN: It depends on

         25  what you are going to say.
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          2                 COUNCIL MEMBER JACKSON: Thank you.

          3  Well, I just want to inform you, as the Chair of the

          4  Finance Committee, and my colleagues that before I

          5  vote on this matter, this Budget Modification, I

          6  want to state on the record that I am the Chair of

          7  the Board of Advisors for the Campaign for Fiscal

          8  Equity, which is a group that is expected to receive

          9  funding as a result of the City Council's action.

         10                 Although I am a volunteer on the

         11  Board of Advisors, and not a member of the Board of

         12  Directors, I am disclosing this matter publicly and

         13  on the official record of the City Council.

         14                 CHAIRPERSON WEPRIN: I appreciate that

         15  Council Member.  Thank you.  We know of your long

         16  affiliation fighting for the school children of New

         17  York City, with the Campaign for Fiscal Equity

         18  Lawsuit and we appreciate that comment.

         19                 COUNCIL MEMBER JACKSON: And I will

         20  also disclose this publicly at the Stated Meeting

         21  when this matter is also considered.

         22                 So I vote aye on all.

         23                 COUNCIL CLERK: By a vote of 16 in the

         24  affirmative, zero in the negative and no

         25  abstentions, both items have been adopted.  Members

                                                            17

          1  COMMITTEE ON FINANCE

          2  please sign the Committee Report.  Thank you.

          3                 CHAIRPERSON  WEPRIN: Okay, my watch

          4  says 11:51.  I am keeping the roll open for a half-

          5  hour until 12:21 for those Members that are in and

          6  around the building that would like to vote.  Other

          7  than that, we are adjourned.

          8                 COUNCIL CLERK: Council Member Rivera

          9  how do you vote on the Budget Modifications?

         10                 COUNCIL MEMBER RIVERA: I vote aye.

         11                 COUNCIL CLERK: Council Member

         12  DeBlasio.

         13                 COUNCIL MEMBER DE BLASIO: I vote aye.

         14  Thank you.

         15                 COUNCIL CLERK: The vote now currently

         16  stands at 18 in the affirmative, zero in the

         17  negative, and no abstentions.

         18                 Please sign the Committee report.

         19                 COUNCIL CLERK: Council Member Comrie.

         20                 COUNCIL MEMBER COMRIE: Aye on both,

         21  MN- 2 and MN- 3. Thank you.

         22                 COUNCIL CLERK: The vote now currently

         23  stands at 19 in the affirmative.  Thank you.

         24                 COUNCIL CLERK: Council Member Yassky.

         25                 COUNCIL MEMBER YASSKY: Aye.
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          2                 COUNCIL CLERK: The vote now stands at

          3  20 in the affirmative, zero in the negative and no

          4  abstentions.

          5                 COUNCIL CLERK: Council Member Fidler

          6                 COUNCIL MEMBER FIDLER: Aye on all.

          7                 COUNCIL CLERK: The vote on Finance

          8  now stands at 21 in the affirmative, zero in the

          9  negative and no abstentions.

         10                 (Hearing concluded 12:21 p.m.)

         11

         12

         13

         14

         15

         16

         17

         18

         19

         20

         21

         22

         23

         24

         25

                                                            19

          1

          2              CERTIFICATION

          3

          4

          5     STATE OF NEW YORK   )

          6     COUNTY OF NEW YORK  )

          7

          8

          9                 I, LENORE NAGLE, do hereby certify

         10  that the foregoing is a true and accurate transcript

         11  of the within proceeding.

         12                 I further certify that I am not

         13  related to any of the parties to this action by

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

         15  interested in the outcome of this matter.

         16                 IN WITNESS WHEREOF, I have hereunto

         17  set my hand this 28th day of February 2007.

         18

         19

         20

         21

         22

         23

         24

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

         25                          LENORE NAGLE

                                                            20

          1

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

          3

          4

          5

          6

          7

          8

          9            I, LENORE NAGLE, do hereby certify the

         10  aforesaid to be a true and accurate copy of the

         11  transcription of the audio tapes of this hearing.

         12

         13

         14

         15

         16

         17

         18

         19

         20

         21

         22                 -----------------------

                              LENORE NAGLE

         23

         24

         25

