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          2                 CHAIRPERSON DILAN: Good morning,

          3  everyone. And thanks for coming today. My name is

          4  City Council Member Erik Martin Dilan, and I am the

          5  Chair of the City Council's Committee on Housing and

          6  Buildings. And I'd like to thank each and every one

          7  of your for attending today's hearing.

          8                 Today we have four bills on the

          9  agenda, all pertaining to the 421-A tax abatement

         10  program. The bills being considered today are Intro.

         11  472, which I have introduced at the request of Mayor

         12  Bloomberg, Intro. 486, introduced by Speaker Quinn

         13  and myself, Intro. 487, introduced by Council Member

         14  Alan Gerson, and Intro. 490 introduced by Council

         15  Member Annabel Palma.

         16                 As you know, in February of this

         17  year, Mayor Bloomberg created a task force to

         18  examine the 421-A tax abatement program. In October

         19  of this year, the Mayor's Task Force issued a report

         20  with recommendations to reform the 421-A program.

         21                 The recommendations of the Mayor's

         22  Task Force were the impetus for Intro. 472.

         23                 Intro. 472 would expand the

         24  geographic exclusion zone to Lower Manhattan, parts

         25  of Harlem, Dumbo, Brooklyn Heights and a Section of
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          2  the Brooklyn Queens waterfront.

          3                 In these areas, developers would be

          4  required to have a 20 percent affordable housing

          5  component in order to qualify for tax benefits under

          6  421-A.

          7                 Intro. 472 would also remove the

          8  automatic extended tax benefit from developments

          9  within the Neighborhood Preservation Program areas,

         10  and areas eligible for real estate mortgage

         11  investment conduit.

         12                 The bill would set a cap of $100,000

         13  of the assessed value on properties to be eligible

         14  for benefits under 421-A.

         15                 It also calls for the elimination of

         16  buildings with less than six units from the 421-A

         17  program. Additionally it would eliminate the

         18  negotiable certificate program and replace it with a

         19  $300 million affordable housing fund.

         20                 After Intro. 472 was introduced, the

         21  Speaker and I, as well as members of both our

         22  staffs, scheduled hearings with Council members,

         23  advocates, members of the real estate industry and

         24  other interested parties in order to gauge their

         25  views on the 421-A program to determine how they
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          2  thought the program should be reformed.

          3                 The result of these meetings led to

          4  the introduction of Intro. 486. Introduction 486

          5  promotes the creation of affordable housing, caps

          6  the tax benefits for luxury developments, and seeks

          7  to maintain the vitality of the real estate market

          8  in the City of New York while trying to strike a

          9  balanced position.

         10                 Intro. 486 will further expand the

         11  geographic exclusions recommended by the Mayor's

         12  Task Force significantly to include West and Central

         13  Harlem up to 135th Street, East Harlem up to 116th

         14  Street, all of downtown Brooklyn, most of Fort

         15  Green, Prospect Heights, Williamsburg, and

         16  Greenpoint and portions of Sunset Park in Bushwick.

         17                 Intro. 486 would also require 20

         18  percent of the units in the geographic exclusion

         19  zone to be reserved for those making 80 percent of

         20  area median income.

         21                 Additionally, in developments using

         22  taxes that bond financing, that would make the

         23  additional requirement 50 percent of AMI. Intro. 486

         24  would reduce the assessed value cap to $65,000 for

         25  properties, in order to be eligible. Well, not in
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          2  order to be -- $65,000 on assessed value of any

          3  property will be eligible for 421-A benefits to

          4  ensure that luxury developments don't get too much

          5  of a tax break.

          6                 The bill would increase the amount

          7  set aside for the affordable housing trust fund from

          8  3 million in the Mayor's version to 400 million in

          9  the Speaker's version, and it also includes certain

         10  provisions and safeguards to protect the fund.

         11                 Intro. 486 would also create a

         12  boundaries commission, and they would make

         13  recommendations to this Council and to the

         14  Administration every two years, in terms of how the

         15  geographic line should look Citywide.

         16                 Intro. 486 restores the eligibility,

         17  if passed, of four- and five-family units in the

         18  421-A program, and there are some that believe that

         19  developers should not receive any tax breaks unless

         20  they produce a certain amount of affordable units in

         21  their projects.

         22                 Some argue that the geographic

         23  exclusion zones should be Citywide. Intro. 490,

         24  which was introduced by Council Member Annabel

         25  Palma, would expand the geographic exclusion zone
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          2  and make it Citywide, would require 30 percent

          3  affordable housing component for families earning no

          4  more than 50 percent AMI.

          5                 And then lastly, Intro. 47 introduced

          6  by Council Member Alan Gerson would require that 20

          7  percent of the units in the current geographic

          8  exclusion zone must be reserved for families making

          9  80 percent of area median income, unless the

         10  projects are receiving both 421-A tax benefits and

         11  an exclusionary zone bonus, in which case that bill

         12  would ask that 35 percent of those units be set

         13  aside as affordable.

         14                 Council Member Gerson's bill would

         15  also keep the current negotiable certificate

         16  program.

         17                 I'd like to remind everyone that the

         18  Committee will conduct a second hearing on the

         19  subject tomorrow starting at 3:00 right here in the

         20  Chambers. And again, I'd like to ask all those that

         21  wish to testify to please fill out a form with the

         22  Sergeant-At-Arms. And before we turn it over to the

         23  Administration, I'd like to introduce my colleagues

         24  who are here, and I'll begin on my left. Council

         25  Member Tony Avella from Queens; Council Member Maria
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          2  Baez from the Bronx; Council Member Lew Fidler from

          3  Brooklyn; Council Member James Oddo from Staten

          4  Island; Council Member Bob Jackson from Manhattan;

          5  Council Member Rosie Mendez from Manhattan; and

          6  Council Member Annabel Palma, who is a sponsor of

          7  one of the items on today's agenda.

          8                 With that, we'd like to welcome our

          9  first panel, consists of Deputy Mayor Dan Doctoroff

         10  and the Commissioner of HPD Shaun Donovan.

         11                 Gentlemen, welcome, and we are

         12  certainly interested in listening to what the

         13  Administration has to say on this very important

         14  subject.

         15                 DEPUTY MAYOR DOCTOROFF: Thank you

         16  very much, Chairman Dilan, and members of the

         17  Committee.

         18                 My name is Dan Doctoroff, and I'm

         19  Deputy Mayor for Economic Development and

         20  Rebuilding.

         21                 I want to thank you for inviting us

         22  here to discuss the proposed reforms to the 21-A

         23  program. I'm going to say a few words by way of

         24  introduction, focusing on the housing market

         25  generally in New York City, and providing a little
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          2  bit of historical perspective before handing it off

          3  to Commissioner Donovan for further details on

          4  changes before you. Then we'll both be available to

          5  answer questions.

          6                 I have to apologize in advance. I

          7  have to leave at 11:30, and I will leave you in the

          8  very capable hands of Commissioner Donovan.

          9                 As I think everyone in this room

         10  knows, if we look back 30, 35 years, the City was in

         11  a dramatically different place than it is now. It

         12  was plagued by increasing crime and arson on the one

         13  hand, and dramatic population losses on the other.

         14                 By some estimates, the numbers of

         15  fires caused by arson in the early 1970s reached

         16  into the tens of thousands. In fact, New York lost

         17  roughly 40,000 housing units per year.

         18  Forty-thousand units per year. Between 1970 and

         19  1978.

         20                 In the South Bronx, for example, in

         21  Hunt's Point/Morrisania neighborhoods lost over 60

         22  percent of their population between 1970 and 1980.

         23  The population loss wasn't limited to the South

         24  Bronx. Central Harlem lost over 30 percent of its

         25  population. In 43 of the 59 community districts lost
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          2  population over the same period. Many predicted that

          3  New York would never recover, that it would join the

          4  list of great northeastern cities whose best days

          5  were behind them.

          6                 As we all know, they couldn't have

          7  been more wrong. Thanks to inspired leadership, and

          8  of course, the unstoppable drive and commitment of

          9  millions of New Yorkers, New York began to come

         10  back. And as crime declined in the City's economy

         11  rebounded, our population began to grow once again,

         12  through, in large part, immigration, as people

         13  around the world sought better lives and the kind of

         14  opportunity that could only be found in New York.

         15                 As a result, the City added 700,000

         16  residents between 1990 and 2000, an increase greater

         17  than the entire populations of Boston and Baltimore.

         18  This growth has continued since 2000 and it is going

         19  to continue.

         20                 In fact, by 2030 demographers

         21  estimate that the City will add 1 million additional

         22  residents. Of course, with this great success has

         23  come a significant challenge. Demand for housing is

         24  far outstripping supply. New construction failed to

         25  keep up with the population increases during the
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          2  1990s, and as a result both land prices and the

          3  price of housing have increased significantly.

          4                 The most reliable measure of housing

          5  affordability, the Housing and Vacancy Survey,

          6  recently found that almost 29 percent of renter

          7  households in the City pay more than 50 percent of

          8  their income for gross rent.

          9                 This is an increase of over three

         10  percent since the last survey in 2002.

         11                 Even as the housing market is

         12  boombing and housing conditions across the City are

         13  better than ever, the median gross rent to income

         14  ratio, a composite measure of the proportion of

         15  household income tenants spend for gross rent,

         16  increase from 28.6 percent in 2002 to 31.2 percent

         17  in 2005.

         18                 With forecasts saying that the City's

         19  population will continue to grow, the City must

         20  continue to undertake an aggressive housing strategy

         21  that both responds to today's challenges, as well as

         22  ensures that we are prepared to address the needs of

         23  the next generation of New Yorkers.

         24                 Recognizing this, the Bloomberg

         25  Administration has pursued a two-prong strategy to
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          2  approve the affordability of housing across the

          3  City.

          4                 The first is to increase the supply

          5  of housing created by the private market, through

          6  rezonings, and by especially making the City a more

          7  attractive place to live, to work and to build,

          8  already this strategy is working. As you can see, in

          9  this first slide building permits are at the highest

         10  level since the 1970s, and more than twice as high

         11  as even pre-9/11 levels and I should add, in the

         12  seventies almost 50 percent of that spike was caused

         13  by the Mitchell-Lama program.

         14                 The surge in building permits has

         15  been led by new construction in the outer boroughs.

         16  While Manhattan Building permits are up

         17  substantially, more than twice the level of even the

         18  late 1990s. The other four boroughs show an increase

         19  that is nothing short of astonishing, and this is

         20  the chart of the increase in the outer borough

         21  housing permits.

         22                 You can see that in that pink line,

         23  which shows building permits for boroughs outside of

         24  Manhattan, are at a higher rate by far than any

         25  times in the last 40 years.
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          2                 As you can see in this next slide,

          3  it's happening in neighborhoods all across the City,

          4  including some that were all but left for the dead.

          5                 Much of this construction is for low-

          6  and middle-income households. It's private

          7  developers respond to the critical need for housing.

          8                 For New York's continued health and

          9  prosperity, we must continue to encourage the market

         10  to build for these households.

         11                 The second strategy that we've

         12  pursued is to increase the supply of specifically

         13  affordable housing through Mayor Bloomberg's

         14  ten-year new housing marketplace plan, to create and

         15  preserve 165,000 units by 2013.

         16                 The plan is the largest municipal

         17  housing plan in the country's history, and it is on

         18  track to meet its goals.

         19                 That's thanks in part to the 421-A

         20  program. As you can see, hopefully from this chart,

         21  the 421-A program is critical for spurring the

         22  creation of middle-income housing, especially in the

         23  boroughs other than Manhattan.

         24                 The chart shows the percentage

         25  distribution of units receiving 421-A benefits by
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          2  assessed value, which is generally equal to about

          3  ten percent of market value.

          4                 If you look at the shaded portion

          5  corresponding to the boroughs outside of Manhattan,

          6  you'll see that about 81 percent or four and five of

          7  the units by units supported by 421-A benefits have

          8  assessed values of less than $50,000. That means

          9  that 81 percent of 421-A supported units are

         10  affordable to families making less than 150 percent

         11  of area median income.

         12                 What that means is, is that the vast,

         13  vast majority of units supported by the 421-A

         14  program, are affordable to sanitation workers who

         15  may live with a teacher, or pipe fitters who may

         16  live with an ACS social worker, or a couple with

         17  librarians and electricians. The proposed changes to

         18  the 421-A program that we will discuss today will

         19  ensure the continued strength of the housing market,

         20  and in particular will ensure that housing for all

         21  income levels, and especially for middle class New

         22  Yorkers continues to be built.

         23                 In addition, these changes will lead

         24  to significant savings for the City, much of which

         25  will be reinvested in affordable housing through
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          2  increased funding of the new housing marketplace

          3  plan.

          4                 These reforms represent a delicate

          5  balance that was struck thanks to the commitment and

          6  hard work of many people, including Speaker Quinn,

          7  Chairman Dilan, and many, many others, and

          8  especially our City's talented HPD Commissioner

          9  Shaun Donovan, and his hard-working staff.

         10                 I'll turn it over to Commissioner

         11  Donovan now to provide more details on the program.

         12                 COMMISSIONER DONOVAN: Thank you, Dan.

         13  And Mr. Chairman, members of the Committee, it's a

         14  pleasure to be here today.

         15                 I want to build on the framework that

         16  Dan has laid out about the importance, the twin

         17  importance of the 421-A program for both creating

         18  moderately-priced housing, as well as creating

         19  low-income housing as well.

         20                 Let me start by giving you an

         21  overview of the 421-A program, and I think the

         22  history is an important context here for these

         23  discussions.

         24                 These twin goals in fact began in

         25  1971, focused not on the production of affordable
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          2  housing, but on the production of all housing. When

          3  the program was created in 1971, as Dan discussed,

          4  there was literally no housing production going on

          5  in most of the City, in fact, we were losing a

          6  dramatic number of housing units. And, so, in 1971

          7  the State created the program with a ten-year

          8  benefit Citywide to encourage housing production in

          9  general.

         10                 As markets began to strengthen,

         11  reforms were introduced that for the first time

         12  created an incentive for affordable housing in the

         13  421-A program. The geographic exclusion areas were

         14  created for the very first time in the highest

         15  market areas. In these areas, no benefits were

         16  available for market rate production because the

         17  vast majority of production was at the highest end

         18  of the market and no longer needed that tax benefit.

         19                 At the same time, the very first

         20  affordable housing option was created through the

         21  certificate program in the mid-eighties.

         22                 This certificate program gives

         23  ten-year benefits in exchange for providing off-site

         24  affordable housing, anywhere else in the City.

         25                 At the same time, interestingly, in
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          2  the mid-1980s, the incentives for creating market

          3  housing were also increased because there were still

          4  no production of middle class and other kinds of

          5  housing in the outer boroughs. And, so, what was

          6  originally a ten-year benefit was expanded to 15

          7  years outside of the exclusion zone, in the outer

          8  boroughs in Northern Manhattan, and at the same time

          9  areas called REMIC and NPP, and I'll come back to

         10  explain what these are, these areas were created in

         11  the toughest hit neighborhoods and provide fully

         12  25-year benefits, maximum benefits, for market rate

         13  housing production.

         14                 So, again, it's important to

         15  recognize, not only did it begin to be an affordable

         16  housing program, but that benefits for market rate

         17  and middle-income housing were expanded as well

         18  during the 1980s.

         19                 Finally, in the early 1990s, a new

         20  option, the Extended Benefit, was created in other

         21  areas. And what that meant was, for the first time,

         22  everywhere outside of the exclusion zones, except

         23  for the REMIC NPP areas, there was an incentive for

         24  affordable housing for the very first time in the

         25  early '90s.
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          2                 So that brings us to today. I wanted

          3  to get an overview of the way that the 421-A program

          4  currently functions. This is under current law. And

          5  I want to break it into three different areas, and I

          6  think this is very important to understand.

          7                 There are essentially three different

          8  types of areas where the 421-A program functions

          9  differently. The first type of area is those areas

         10  in the geographic exclusion area. As I said earlier,

         11  these are the highest market value areas. These are

         12  the areas where tax benefits are not necessary to

         13  spur market rate development.

         14                 In addition, because of the changes

         15  that I just described, tax benefits in these areas

         16  today are only available when affordable housing is

         17  provided.

         18                 The second group of areas is at the

         19  opposite end of the spectrum. These are areas, these

         20  so-called NPP and REMIC areas, where benefits are

         21  available only for market rate housing. There is no

         22  incentive in these areas currently in law. None

         23  whatsoever. And I think this is very important to

         24  stress, for creating affordable housing. The maximum

         25  421-A benefit is provided in the housing that is
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          2  built in these areas, the 25-year benefit.

          3                 So, you have the exclusion zones on

          4  one end of the spectrum, and these REMIC and NPP

          5  areas on the opposite end of the spectrum, in terms

          6  of the balance of the creation of affordable housing

          7  and the creation of market rate housing, typically

          8  middle-income housing.

          9                 In the middle, the sort of

         10  compromised areas, if you will, between these two

         11  extremes, are areas that are not in the geographic

         12  exclusion area, but also aren't in the REMIC and NPP

         13  areas. And in these areas, this third group that are

         14  the middle ground, these are the areas with

         15  relatively moderate prices, and these are places

         16  where tax benefits continue to be needed for the

         17  creation of moderately priced housing, but not the

         18  full benefit.

         19                 So, ten or 15-year benefits would be

         20  available for these moderately priced units, whereas

         21  the extended benefits, the 25-year benefits, would

         22  be available for affordable housing.

         23                 So you both have an incentive for the

         24  creation of moderately priced units, with a bigger

         25  incentive for creating affordable housing.
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          2                 So are the three different types of

          3  areas that I'm going to continue coming back to

          4  during this presentation. And let me show you what

          5  that means on the map.

          6                 Here is a map that shows the current

          7  exclusion area. Originally it was 14th Street to

          8  96th Street. In recent years Hudson Yards and West

          9  Chelsea have been added, as well as a portion of the

         10  Brooklyn waterfront in Greenpoint and Williamsburg.

         11                 Those are the areas again, at one end

         12  of the spectrum, where there are no benefits

         13  available for market rate housing.

         14                 At the other end of the spectrum are

         15  these blue areas, REMIC and NPP areas, where maximum

         16  benefits are available for market rate housing.

         17  Again, where there is no incentive for affordable

         18  housing created in the program. And one of the

         19  important points I'd like to make with this map is,

         20  as you can see, these REMIC and NPP areas are

         21  dramatically larger than the current exclusion zone.

         22                 In other words, much larger portions

         23  of the City today, the 421-A program has no benefits

         24  for affordable housing because of these REMIC and

         25  NPP areas.
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          2                 Let me now move forward to the Task

          3  Force. I think Dan has eloquently explained the

          4  reasons why the program is right for reform. The

          5  City has dramatically changed and the housing

          6  markets have dramatically changed over the last 35

          7  years since the program was created. And as a result

          8  of that, earlier this year in February, the Mayor

          9  convened a task force with the explicit direction to

         10  come up with reforms to the program that would meet

         11  today's housing market, and that would both decrease

         12  subsidies for luxury development, as well as

         13  dramatically increasing the incentives and resources

         14  for affordable housing.

         15                 While at the same time not hurting

         16  the production of middle class housing.

         17                 He invited people from across the

         18  spectrum in the City, for-profit and non-profit

         19  developers, housing advocates, lenders, City Council

         20  representatives and staff from four City agencies to

         21  participate.

         22                 We met for six months, from February

         23  to the end of the summer, including more than a

         24  dozen task force meetings to do detailed analysis of

         25  the economics of housing across the City.
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          2                 And in October of 2006, the Task

          3  Force issued a report with six recommendations,

          4  which I'll now go through.

          5                 One important point I'd like to make

          6  here is that when the Mayor announced his task

          7  force, he also announced that he expected these

          8  reforms to produce at least 200 million additional

          9  dollars to help fund a dramatic expansion of the new

         10  Housing Marketplace Plan, which went from 65,000

         11  units to 165,000 units when he announced this Task

         12  Force.

         13                 And in fact, based on the reforms

         14  that are contained in Intro. 486 before you, the

         15  Mayor has already added and committed 300 million

         16  additional dollars to the new Housing Marketplace

         17  Plan as a result of these reforms. And that's

         18  separate from the Affordable Housing Fund, which I

         19  will talk about later in the presentation.

         20                 The first recommendation relates to

         21  the geographic exclusion area. Clearly there are

         22  areas of the City that are not included today in the

         23  exclusion area that should be because market rate

         24  development is so strong in these areas that no tax

         25  benefits are needed for the creation of
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          2  middle-income housing.

          3                 The Task Force did an exhaustive

          4  analysis of 32 different neighborhoods that were

          5  chosen on the basis of feasibility of development

          6  and density of development. And here is why density

          7  is important.

          8                 For small buildings, ten, 20-unit

          9  buildings, the 80-20 option, the on-site option that

         10  is available in the exclusion zone is simply not

         11  feasible.

         12                 I will talk a little bit later about

         13  why that's true, but density is a key portion of the

         14  analysis here and we focused on higher-density

         15  neighborhoods. In addition, we also focused on

         16  neighborhoods where there was substantial amount of

         17  development going on. So, of these 32 neighborhoods

         18  that we looked at, we eliminated all but nine of

         19  them based on these density and financial analysis

         20  criteria.

         21                 In other words, of these

         22  neighborhoods that we did exhaustive analysis of,

         23  most of them either didn't have the density

         24  necessary to support this 80/20 on-site option, or

         25  the economics were not strong enough to allow for
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          2  this 80/20 where the market units cross-subsidize

          3  the affordable units, or in most cases both of those

          4  criteria were not met for these neighborhoods.

          5                 What I want to show you now is, here

          6  is the existing exclusion area as it stands today in

          7  current law. Here are the nine neighborhoods that

          8  met those criteria for sufficient density, and a

          9  strong enough market, and here was the proposed

         10  exclusion area that came out of the Task Force

         11  recommendation.

         12                 These nine neighborhoods were then

         13  encompassed with this expanded exclusion area.

         14                 Here they are again in this map. But

         15  in addition, these are the additional areas that are

         16  proposed in Intro 486 before you today. As you can

         17  see, 486 would dramatically expand the exclusion

         18  area, not only beyond the current exclusion area,

         19  but dramatically expanded beyond the recommendations

         20  of the Mayor's Task Force, these areas that are

         21  highlighted in this map.

         22                 In addition, an important change or

         23  proposal that's made by Intro. 486, we've heard from

         24  many of the members in all of our discussions. This

         25  is obviously a very, very important issue, and many
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          2  of you have said, well, while I may not have a lot

          3  of luxury development in my neighborhood today, I'm

          4  concerned that five or ten years from now I'm going

          5  to begin to see lots of that kind of luxury

          6  development.

          7                 And it's taken so long for reforms to

          8  the exclusion area to be proposed, I'm concerned

          9  that if I don't get the chance to put my

         10  neighborhood in the exclusion area today, that ten

         11  or 20 years from now I'll see that luxury

         12  development and I won't get a chance.

         13                 Well, we think that the Council has

         14  come up with an innovative way to address that

         15  concern, without hurting the production of

         16  middle-income housing, and the way that that's done

         17  is through a proposed boundary revision commission.

         18                 What this commission will do is meet

         19  every other year to assess in detail, in a similar

         20  way that the task force did, neighborhoods where the

         21  economics are strong enough, and the density is

         22  sufficient, whether through rezonings or other

         23  changes, to expand the exclusion zone to those

         24  areas.

         25                 As I said, it will be reviewed every
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          2  two years. The panel will include members appointed

          3  by the City Council, as well as members appointed by

          4  the Administration.

          5                 The second recommendation that the

          6  Task Force proposed goes back to the areas that I

          7  highlighted, these REMIC and NPP areas where

          8  currently there are no incentives whatsoever for

          9  affordable housing development.

         10                 Many of these areas, while they were

         11  challenged 20 or 30 years ago, many of these

         12  neighborhoods today are seeing significant

         13  production of middle-income housing today and their

         14  fortunes have changed dramatically. Williamsburg in

         15  Brooklyn, Jackson Heights in Queens, much of Harlem,

         16  the list could go on of these neighborhoods where

         17  things have changed dramatically, as Deputy Mayor

         18  Doctoroff talked about in his testimony.

         19                 The Task Force looked at these areas

         20  and thought that in today's market there shouldn't

         21  be any areas in the City where 421-A wasn't at least

         22  providing a significant incentive for affordable

         23  housing. In other words, there was no economic

         24  justification in today's market for 421-A

         25  functioning only as a stimulus to market rate and
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          2  middle-income development. And that should be

          3  changed, these areas were composed to be completely

          4  eliminated in the Task Force recommendations, and

          5  486 before you concurs with that recommendation and

          6  would eliminate these REMIC and NPP areas.

          7                 Just to highlight the importance of

          8  this recommendation, this is a chart that shows the

          9  current exclusion area, and then all of the areas

         10  outside of that, with 421 starts in 2006. These

         11  orange dots represent 25-year benefits, the maximum

         12  benefits that you can get, and a huge share of those

         13  are being offered today to market rate development

         14  in communities around the City.

         15                 Let me show you now. You can see the

         16  concentration of these orange dots here, here, here

         17  in Central Brooklyn, those are the areas that are

         18  within the NPP and REMIC areas today, as well as

         19  basically all of Northern Manhattan, Harlem, as well

         20  as Inwood and Washington Heights. All of those areas

         21  today get maximum benefits, and you could see that

         22  those maximum benefits are being used widely by

         23  developers who are not including any low-income

         24  housing on-site at all.

         25                 So, eliminating the REMIC and NPP
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          2  areas would provide a dramatic incentive, up from

          3  15-year benefits to 25-year benefits for providing

          4  affordable housing.

          5                 The third recommendation that the

          6  Task Force came up with was the imposition of what

          7  we call a luxury cap. We've heard a lot of concerns

          8  about continuing to provide 421-A benefits for very

          9  high-ended construction. And the dilemma that the

         10  task force face, and that I think we all face is

         11  that there are a number of neighborhoods around the

         12  City today where the vast majority of the housing

         13  produced is middle-income housing. It's affordable

         14  to the kind of households Deputy Mayor Doctoroff

         15  talked about. City workers, teachers, librarians,

         16  others, that are really truly the middle class in

         17  this City. And, so, the vast majority in those

         18  neighborhoods are middle -- the housing is middle

         19  class housing, it's produced.

         20                 On the other hand, there are luxury

         21  developments. In general, it's a very small number,

         22  but some luxury developments that are being produced

         23  in these areas. And, so, we wanted to find a way to

         24  dramatically limit the benefits that go to those

         25  luxury developments, without at the same time
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          2  essentially killing the development of middle-class

          3  housing in those areas.

          4                 And the way that we did that was to

          5  impose this luxury cap. It's a cap on benefits

          6  provided to the highest end development in those

          7  areas.

          8                 So, it creates that balance that we

          9  were looking for. Capping the benefits for luxury

         10  developments, but still providing benefits to the

         11  middle income housing that needs that incentive to

         12  continue to be created. How does it work? We use

         13  assessed value, which is basically what the

         14  Department of Finance uses to set tax rates, or to

         15  calculate tax rates off of. It's a portion of market

         16  value, and I can certainly answer questions about

         17  that. But it's the best proxy that we could find and

         18  the best to administer for the market value of the

         19  properties in those neighborhoods.

         20                 One important caveat I would put on

         21  this, and the Task Force talked about this, what we

         22  didn't do was cap the benefits available to

         23  properties through the luxury cap that provide

         24  on-site affordable housing. So, maximum benefits are

         25  still available to those properties that do on-site
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          2  affordable housing, and the impact of that is to

          3  significantly increase the incentive for doing

          4  affordable housing. Because market rate development,

          5  which will be middle income in these cases, now gets

          6  a capped benefit, whereas the benefit to affordable

          7  housing is not capped. And so the difference between

          8  those two is substantially increased by this

          9  recommendation, significantly increasing the

         10  incentive for affordable housing.

         11                 The Task Force recommended an AV cap

         12  of $100,000. Intro 486 before you would dramatically

         13  reduce that cap, reduce it by one-third to a $65,000

         14  assessed value cap.

         15                 The fourth recommendation would be to

         16  limit the benefits to smaller properties. And there

         17  are a number of reasons for this recommendation.

         18                 First of all, and just to be clear,

         19  the current minimum number of units to get 421-A

         20  benefits is three units. So, properties of three

         21  units and above would get these benefits. Whereas,

         22  the recommendation from the Task Force was that

         23  properties with six units and above would get the

         24  benefits.

         25                 One rationale for this was that
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          2  three-unit properties are taxed at a dramatically

          3  low rate than other properties. Roughly seven to

          4  eight times lower assessed values than larger

          5  properties.

          6                 And what that means is these 421-A

          7  benefits have a relatively small impact on the

          8  feasibility of three-unit properties, and when we

          9  looked at them, you're not going to do on-site

         10  affordable housing with three-unit properties, and

         11  the vast majority of these were coming in at the

         12  upper end of the spectrum of affordability and we

         13  didn't think this was the best way to create

         14  affordable home ownership.

         15                 And, so, consistent with the changes

         16  to the 421-B program that were proposed that were

         17  passed at the state, we proposed eliminating that.

         18                 The four and five-unit properties,

         19  there's a similar rationale, they have a somewhat

         20  higher tax rate, and it's still lower than the

         21  larger properties.

         22                 And just to be clear, these

         23  properties represent only 12 percent of all the new

         24  units receiving 421-A benefits.

         25                 Intro. 486 before you today, the
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          2  Speaker and Chairman Dilan's bill, would preserve

          3  benefits for four- and five-unit properties, but

          4  would continue to keep three-unit properties

          5  ineligible for the 421-A benefits.

          6                 The fifth recommendation was to

          7  eliminate the so-called negotiable certificate

          8  program. This is the program that allows developers

          9  in an exclusion area to essentially buy tax benefits

         10  by providing money for off-site affordable housing

         11  located anywhere in the City.

         12                 When we did analysis for this

         13  program, what we found was pretty staggering. That

         14  of the tax benefits being provided to the market

         15  rate developers, typically these are the highest-end

         16  luxury condominiums in Manhattan, of all the

         17  benefits being provided to these developments, only

         18  16 percent of the funding was making its way to the

         19  affordable housing.

         20                 In other words, 84 percent of the

         21  benefits were going to either raise the price of the

         22  condominiums and benefit the developers of the

         23  market rate condominiums, or decrease the taxes of

         24  people who are able to buy two-, three-, four-,

         25  five-million dollar condominiums. And the Task Force
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          2  simply felt that this was not an acceptable way to

          3  subsidize affordable development, that we had to

          4  figure out a way that captured more of the benefits

          5  and directed them to the affordable housing that it

          6  was intended to benefit.

          7                 And, so, what we proposed is a fund,

          8  a dedicated fund that would be insulated from

          9  appropriations, the appropriations process like the

         10  certificates, that would do a number of things.

         11  First of all, it would be much more efficient.

         12  Second of all, it would allow a much broader

         13  spectrum of affordable housing developers to

         14  participate.

         15                 Currently, only a very, very small

         16  number of developers, almost all of them for-profit,

         17  participate in the certificate program. This fund

         18  would be open to non-profits, local community-based

         19  entrepreneurs, a range of other affordable housing

         20  developers, because this would be so much simpler to

         21  use than the certificate program, would be able to

         22  participate.

         23                 Third, the certificate program has

         24  been subject to the cycles of the market, and so in

         25  the last few years, there have been a relatively
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          2  high number of certificate units produced, but if

          3  you go back just a few years, the numbers were

          4  almost zero, and in the mid-1990s there were four

          5  years where literally zero affordable housing units

          6  were produced by the certificate program.

          7                 This fund would be insulated from

          8  those market cycles and would be a much more

          9  consistent source of revenue.

         10                 The Council bill accepted this

         11  recommendation but added to it a number of important

         12  things.

         13                 First of all, it proposed a $400

         14  million fund which is significantly more than the

         15  revenue provided by the certificate program over the

         16  last ten years. So, it's a dramatic expansion of

         17  funding compared to the certificate program.

         18                 It also specifies that the City

         19  Council will have oversight of that fund, that that

         20  fund will be clearly insulated from the

         21  appropriations process so that it couldn't be offset

         22  by reductions in the Housing Marketplace Plan.

         23                 And finally, that while it would be

         24  available only to areas outside the exclusion zone,

         25  where it's needed most, it would also be targeted
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          2  within that to the 15 highest poverty community

          3  districts in the City, which we think is an

          4  important innovation as well.

          5                 And finally, the sixth recommendation

          6  was as we looked very closely at the assessment

          7  methodology, one of the things that became clear to

          8  the Task Force is that assessments need to be looked

          9  at more comprehensively, not just in the context of

         10  421-A but more broadly because of the great

         11  disparities. And many of you may have read on the

         12  front page of the Metro Section of the New York

         13  Times last week a report by the Independent Budget

         14  Office which showed really significant differences

         15  between how properties are assessed in the different

         16  areas of the City and for different property type.

         17                 And we feel it's important and the

         18  Administration has committed to begin looking at

         19  this issue to try and see if there are ways that it

         20  could be reformed.

         21                 So, after that lengthy explanation of

         22  the six recommendations, and I apologize for the

         23  length of this, but I do think it's very important

         24  to help understand the various pieces of this, let

         25  me step back and really talk about why Intro. 486,
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          2  the Speaker and Chairman Dilan's bill before you

          3  strikes the right balance between the three purposes

          4  that were initially behind the creation of the Task

          5  Force and the need for 421-A reform.

          6                 First of all, it goes a long way to

          7  eliminating benefits to luxury development

          8  throughout the City.

          9                 Second of all, while doing that, it

         10  continues to incentivize the creation of moderately

         11  priced housing around the City, which Deputy Mayor

         12  Doctoroff so clearly laid out the rationale for, why

         13  we need to continue to grow our housing stock and to

         14  cut down on the housing shortage that we have to

         15  make housing more affordable for everyone in the

         16  City.

         17                 And, finally, it dramatically

         18  increases the incentives and leverages new resources

         19  for the production of low-income affordable housing.

         20                 Specifically it achieves these goals

         21  by dramatically expanding the exclusion area to

         22  remove unnecessary subsidy for luxury development,

         23  and to create more low-income affordable housing.

         24                 Second of all, by eliminating the

         25  certificate program, it has a new emphasis on
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          2  on-site affordable housing, and the reason why this

          3  is important is that it will ensure that all

          4  neighborhoods in the City will get affordable

          5  housing development, not just those with lower land

          6  prices, where certificate units have tended to go.

          7                 Second, also importantly, it

          8  continues to incentivize the creation of middle

          9  class housing by keeping benefits for moderately

         10  priced housing, while at the same time, through this

         11  luxury cap at $65,000 of assessed value, it

         12  dramatically limits the benefits available to the

         13  few number of luxury units that we're beginning to

         14  see in these areas outside of the proposed exclusion

         15  zone.

         16                 And finally, it establishes a $400

         17  million fund insulated for the appropriations

         18  process. And just to be clear, in areas outside the

         19  exclusion zone, this is the single most important

         20  reform that will ensure the creation of low-income

         21  affordable housing in areas outside the proposed

         22  exclusion zone.

         23                 Let me give you some specific

         24  examples of these benefits.

         25                 The first one is a property in Harlem
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          2  that is currently in one of these REMIC and NPP

          3  areas. So, this development will get 25-year

          4  benefits for building all market rate housing.

          5                 To be clear, these lifetime benefits

          6  add up to almost $100,000 per unit.

          7                 With the expansion of the exclusion

          8  zone to this area, this would be included in Intro.

          9  486 expanded exclusion zone, this property would

         10  only receive 421-A benefits by providing on-site

         11  affordable housing.

         12                 The second example is a building in

         13  the existing exclusion area in Midtown Manhattan,

         14  with apartments selling at an average of $4 million.

         15  Currently, 421-A provides about three -- through the

         16  certificate program, let's be clear. So, this is

         17  providing affordable housing through the certificate

         18  program, but the 421-A program provides $300,000 per

         19  unit in tax benefits, while only about $25,000 per

         20  unit is captured for affordable housing through the

         21  certificate.

         22                 So, in other words, $275,000 per unit

         23  because of the certificate program in this building

         24  will go to either increase the price of the units or

         25  to provide -- which will help the developer, or to
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          2  provide tax benefits for the very high-income

          3  individuals that can afford these average $4 million

          4  apartments.

          5                 Intro. 486 would change this, if this

          6  building were being built after the 486 reforms went

          7  into effect, the only way this property could get

          8  benefits would be by providing on-site affordable

          9  housing.

         10                 So, those are changes, specifically

         11  changes that would be made, not for these buildings,

         12  because they are being built under current law, for

         13  future buildings that would be built in these areas.

         14                 A second point, we've heard, and in

         15  fact there is legislation before you today that

         16  would expand the exclusion zone to the entire City.

         17  Why isn't this a good idea for affordable housing?

         18  Well, really, there are two reasons why this would

         19  actually be a negative for affordable housing.

         20                 First of all, affordable housing in

         21  these relatively moderate-income, low-density

         22  neighborhoods, would be stopped without at least

         23  some level of 421-A benefits.

         24                 Deputy Mayor Doctoroff showed you a

         25  chart of the affordability of 421-A units in the
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          2  outer boroughs. Over 40 percent of the units were

          3  affordable to families, families of four making

          4  below $67,000 a year, and fully 80 percent were

          5  affordable to families making less than about

          6  $106,000.

          7                 Without those standard benefits, we

          8  fear, and our analysis shows that nearly all of

          9  those units would not be feasible for development,

         10  and we would essentially stop middle class housing

         11  development in those neighborhoods.

         12                 At the same time, the expansion of

         13  the exclusion zone would not achieve the goal of

         14  incentivizing on-site affordable housing. The 80/20

         15  option.

         16                 In this table you see the economics

         17  of building, we picked an area in the Northwest

         18  Bronx, currently this is a 20-unit property, so it's

         19  a small property where I talked about 80/20 being

         20  very hard to do, currently with a 20-unit property

         21  and 15-year benefits that are available in this

         22  area, there is a return on cost, or a return to the

         23  developer of about 18 percent, which is just about

         24  at the threshold that we see in these areas of about

         25  20 percent return that makes this development
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          2  feasible.

          3                 If you were to take away those

          4  15-year 421-A benefits, and not provide any benefits

          5  for that, and so you had 20 units of market housing

          6  and no affordable, with zero years of 421-A, return

          7  drops to roughly 11 percent. Meaning the developer

          8  would not build that moderately priced housing in

          9  that neighborhood.

         10                 At the same time, if they were

         11  looking at this 80/20 option, where there would have

         12  to be four on-site affordable units, even with the

         13  25-year 421-A benefits, the returns would drop to

         14  four and a half percent. Clearly not a development

         15  that would be built in the Northwest Bronx or in so

         16  many of the neighborhoods that we are proposing to

         17  leave out of the expanded exclusionary.

         18                 So, we think that expanding the

         19  exclusion area to those areas would not, not only

         20  would it not help affordable housing, it would hurt

         21  affordable housing by stopping the production of

         22  these moderately and low priced units that 421-A is

         23  helping today.

         24                 Not only does it hurt the development

         25  of it, but even if those buildings were still built,
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          2  somehow the developer could figure out how to make

          3  it work, the homeowners themselves that would be

          4  buying those moderately priced units would be hurt

          5  by taking away the 421-A benefits, and here is why:

          6  Here is an example of a moderately priced

          7  condominium in Queens. This is a property also that

          8  gets the 15-year exemption. These units priced at

          9  just over $350,000 are affordable to a family of

         10  four making under $90,000 a year. So, just to be

         11  clear, that's a home that's affordable to a family

         12  headed by a teacher and a sanitation worker, clearly

         13  people that we believe, the Administration believes

         14  we want to help find decent housing in this City.

         15                 With the 421-A benefits, that

         16  $361,000 apartment, with a 20 percent downpayment,

         17  needs a $289,000 mortgage. What that means is that

         18  family at 87 or 88,000 dollars a year is paying 30

         19  percent of their income towards their mortgage and

         20  their property taxes. You see here that the property

         21  tax with 421-A is $68 a month.

         22                 Instead, if we were to remove those

         23  421-A benefits, and assume that same mortgage of

         24  $289,000, suddenly the taxes go up to $452 a month

         25  and -- I'm sorry, is that annual or a month?
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          2  Monthly. $452 a month. I was shocked by how high

          3  that number is myself. All of a sudden, the burden

          4  on that family would be 35 percent of income. And

          5  let's be clear, a mortgage company will not give a

          6  mortgage to a family if they have to pay 35 percent

          7  of their income towards housing.

          8                 So, what happens here? This family

          9  headed by a sanitation worker and a teacher cannot

         10  afford to buy this moderately priced condo without

         11  those 421-A benefits.

         12                 Another question that we've heard

         13  consistently from members is why is it that you're

         14  proposing an assessed value cap, rather than -- and

         15  to be clear, what that cap does is it continues to

         16  provide some benefits to properties that have

         17  assessed values above the $65,000 level. Why are you

         18  providing any benefits at all to those properties

         19  with assessed values above 65,000? We call this the

         20  cliff. That instead of being a cap on benefits, it

         21  would be a cliff. And any property with an assessed

         22  value above 65,000 would not be eligible at all.

         23                 Well, the reason for that again is

         24  that imposing that cliff, imposing an eligibility

         25  test, would hurt middle-income families, it would
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          2  stop them from buying moderately-priced units, and

          3  here is why:

          4                 The assessed value of a property is

          5  only calculated once the property is built, and when

          6  a buyer has already gone out and gotten their

          7  mortgage and financed it. And, so, when a buyer is

          8  going in to try and get their mortgage, a mortgage

          9  company is going to look at the tax benefits and

         10  say, well, you might be over the $65,000 cap, and

         11  because assessed values, as you saw in that New York

         12  Times article, are fairly unpredictable, they vary

         13  dramatically by neighborhood and property type, a

         14  lender won't be able to know in advance whether the

         15  assessed value, even for a moderately priced unit

         16  will be above $65,000.

         17                 And in fact, when we looked at

         18  assessed values in the outer boroughs, fully half of

         19  properties with assessed values between 65,000 and

         20  80,000 were priced below 500,000. So there's a huge

         21  amount of variation and a lot of moderately priced

         22  units do have assessed values above 65,000.

         23                 So, because of that a lender would

         24  look at this and say, you know what? We're going to

         25  have to assume that you're going to be paying full
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          2  taxes, even if you were to get the 421-A benefits,

          3  and what's the result of that?

          4                 Let's take a theoretical $500,000

          5  unit, with the 421-A benefits there is a 20 percent

          6  downpayment because that borrower can get a $400,000

          7  mortgage. With dramatically higher property taxes

          8  without 421-A going from $94 to $625, the amount of

          9  mortgage that that buyer can support drops

         10  significantly by $80,000. Every one of those $80,000

         11  has to come up out of the pocket of that family if

         12  they're going to be able to afford that home. And

         13  what does that mean? That their downpayment goes

         14  from 20 percent to 36 percent. It increases by

         15  $80,000. Obviously, nearly every family at this

         16  income, what we're talking about here is a family

         17  again, two City workers could qualify to buy this

         18  unit at about $120,000 a year of income, it's

         19  extremely unlikely that that family would be able to

         20  find an additional $80,000 towards a downpayment for

         21  that home.

         22                 And, so, again, the likely outcome is

         23  that that family would not be able to buy that unit

         24  and be able to live there.

         25                 Another question that we've gotten is
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          2  why can't we increase the percentage of affordable

          3  housing on site beyond 20 percent, to 30 or 35

          4  percent? Again, the clear answer here is economics.

          5  The result of that, while it might sound like it

          6  would create more affordable housing, would in fact

          7  be to stop the creation of affordable housing,

          8  because instead of getting 80/20s, what you would

          9  get is 120 percent market rate housing, if you got

         10  any housing at all.

         11                 The reason for that, here is the

         12  typical 80/20 development in a strong outer borough

         13  market that we're proposing to put in the exclusion

         14  zone.

         15                 In those areas, the markets are just

         16  getting strong enough to make 80/20 development with

         17  all of the tax benefits feasible. Unlike with a

         18  condo for a rental, typically the development

         19  threshold is about 15 percent, what we call IRR,

         20  internal rate of return. And for a typical 80/20 in

         21  the outer boroughs that we're putting in the

         22  exclusion zone, the returns are just under that 15

         23  percent threshold today, given market rents.

         24                 If the requirement was 70/30, that

         25  requirement would drop by about a third to just
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          2  under ten percent. And again, that's not a building

          3  that would be built. No developer is going to build

          4  a rental building in the market today with a ten

          5  percent return. Instead, they would just hold onto

          6  that, and they would build market rate condos

          7  instead with no affordable housing and pay 421-A

          8  benefits.

          9                 So, in conclusion, let me go back and

         10  just highlight in a geographic way the benefits of

         11  486, the Council Speaker's and Chairman Dilan's

         12  proposal before you.

         13                 First of all, let's go back to the

         14  extreme neighborhoods of the geographic exclusion

         15  area where affordable housing is the only way that

         16  you can get 421-A benefits. There is no 421-A

         17  benefits for market rate housing.

         18                 Currently this is the exclusion zone.

         19  A relatively small area compared to the overall

         20  geography of the City, where affordable housing is

         21  required to get 421-A benefits.

         22                 The task force proposed expanding

         23  that area significantly, but the Council proposal

         24  before you would dramatically increase that, more

         25  than doubling the proposed expansion of the
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          2  exclusion area to all of these markets around the

          3  City.

          4                 At the same time, the Council bill

          5  before you would eliminate, completely eliminate the

          6  second type of neighborhood that I talked about,

          7  these NPP and REMIC areas, where you can get full

          8  421-A benefits for market rate housing and there are

          9  no incentives for affordable housing.

         10                 These lightly shaded blue areas are

         11  the areas where today the maximum 421-A benefits are

         12  available for market rate housing and there are no

         13  incentives for affordable housing.

         14                 These are very lightly shaded because

         15  the proposal before you would completely eliminate

         16  this type of area. In other words, it could create

         17  an incentive throughout the entire City to create

         18  affordable housing using 421-A. I can't emphasize

         19  enough the importance of this reform, the

         20  elimination of the NPP and REMIC, in terms of

         21  creating incentives for affordable housing in an

         22  area, as you can see, significantly larger than the

         23  exclusion zone.

         24                 Finally, the proposal of the Council

         25  to create a $400 million fund, available only
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          2  outside the exclusion areas, to create affordable

          3  housing is extremely important. So, it would target

          4  all of the areas outside of these orange and black

          5  areas. Everything in the entire City outside of the

          6  exclusion zone.

          7                 But in addition, it would be targeted

          8  beyond that to the 15 poorest sub borough areas in

          9  the City. Those are these shaded areas which covers,

         10  as you can see, the entire South Bronx. It covers

         11  all of Upper Manhattan and East Harlem. It covers a

         12  huge area of Bushwick/Bed Stuy, East New York, all

         13  of those neighborhoods in Central Brooklyn. It

         14  includes areas also in Brooklyn of Coney Island and

         15  a number of other neighborhoods here in Central

         16  Brooklyn. So, again, very, very importantly, we

         17  believe very strongly to create affordable housing

         18  and low-income housing in these areas, expanding the

         19  exclusion zone would not do that. Instead, what the

         20  fund would do, particularly targeted to these areas,

         21  is to make sure that a maximum amount of affordable

         22  housing gets created in those areas.

         23                 With that, I'll conclude my

         24  testimony. Again, I apologize for taking a

         25  significant amount of time, but as you can see,
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          2  421-A is a significantly complex program, and I

          3  think it's very important to understand all of the

          4  different elements of it, and the import and the

          5  positive benefits of Intro. 486. Thank you very

          6  much.

          7                 CHAIRPERSON DILAN: Thank you very

          8  much, Commissioner. And I guess at this point we are

          9  going to get into some questioning, but before we do

         10  that, I'd like to acknowledge some of the members

         11  who have arrived since you began your testimony.

         12  We've been joined by Council Member Rivera from the

         13  Bronx, Council Member Gerson was here and I'm pretty

         14  sure he's going to be back from Manhattan. Council

         15  Member Hiram Monserrate. Council Member Jessica

         16  Lappin. Council Member Melissa Mark-Viverito.

         17  Council Member Melinda Katz. Council Member Diana

         18  Reyna. Council Member Darlene Mealy. Council Member

         19  David Yassky. And Council Member Dennis Gallagher.

         20                 So, what I'm going to do here is, I

         21  have a huge amount of questions, but I think what

         22  I'm going to do is just try to keep them at a

         23  minimum, but what I would like to do is do two

         24  rounds of questioning. I'd like to ask if members

         25  just for the first round could limit their questions
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          2  to the Administration to two and a follow-up, and I

          3  will try to keep my questioning short. Then we'll do

          4  a second round of questioning where we can be a

          5  little bit more liberal with the amount of

          6  questions, because I know there are some members

          7  that may just have one or two questions and I want

          8  to afford them the time to get that in before they

          9  can move on to other business of the day.

         10                 Just very briefly, Commissioner, you

         11  described a lot in your testimony, or you referred

         12  to middle-income housing; what is your definition? I

         13  know you cited a teacher and a firefighter, but

         14  ideally what's your definition of middle-income

         15  housing?

         16                 COMMISSIONER DONOVAN: What I want to

         17  do here is go back to the slide that Deputy Mayor

         18  Doctoroff showed. This one here. And there may be a

         19  number of different definitions folks would have of

         20  what moderately-priced middle-class units are, but

         21  what we did was to take what we think is a very

         22  reasonable definition and look at the history of the

         23  usage of 421-A. This is between FY '02 and '06, so

         24  it's a significant number of years. And what it

         25  shows is that again, in the outer boroughs, which

                                                            56

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  are the areas predominantly that would be outside

          3  the exclusion zone, what you see is that fully 41

          4  percent of all 421-A starts over that period had

          5  assessed values below $30,000, and based on the sort

          6  of translation of assessed value to market values,

          7  those 41 percent of the units would be affordable to

          8  a family of four making less than $67,400. And what

          9  that means, that translates to about 95 percent of

         10  area median income.

         11                 So, the majority of those would be

         12  low income with some sort of beginning to get to

         13  moderate income affordability.

         14                 An additional 40 percent would be

         15  affordable between that $67,400 a year for a family

         16  of four and about $106,000 a year for a family of

         17  four. So, between about 95 percent area median

         18  income and 150 percent of area median. We think that

         19  that's a good definition of low- and moderate

         20  income, and what that means, again, 80 percent of

         21  all the units in the outer boroughs that would be

         22  subject to the luxury cap that we're talking about,

         23  but could be stopped by expanding the exclusion area

         24  to those areas would be affordable to low and

         25  moderate income.
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          2                 CHAIRPERSON DILAN: Okay, I know that

          3  my colleagues may have many questions on the

          4  geographic and exclusion zone and the

          5  affordabilities there, so I won't go into that

          6  topic. I'll skip right to the housing

          7  fund/certificate subject.

          8                 Just for my benefit, I've heard all

          9  different kind of views of how the current

         10  certificate program works; could you explain how

         11  that works in some sort of detail?

         12                 COMMISSIONER DONOVAN: Sure. Let me

         13  pull up a slide that might be helpful in

         14  demonstrating this here.

         15                 So, this is a chart that shows the

         16  history of the usage of the certificate program. The

         17  first and probably the most important fact is

         18  something that I mentioned in my testimony, which is

         19  that roughly 16 percent of the tax benefits that are

         20  provided through the certificate program actually go

         21  to affordable housing. The remaining 84 percent

         22  currently on average go to benefit either the

         23  developer of the market rate condominiums buying

         24  those certificates, or to the high-income buyers of

         25  those luxury condominiums. And, so, that is the
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          2  first thing. And the reason for that is that it's a

          3  very complicated program to use. And it's high risk.

          4  You have to identify privately owned land, the

          5  timing has to line up, there is a whole range of

          6  reasons why it's a particularly complicated program

          7  to use and why a very small number of developers

          8  actually use the certificate program to create

          9  affordable housing.

         10                 The second most important thing I

         11  think which is really demonstrated by this, and some

         12  people have said, oh, we could, you know, do a

         13  thousand units a year with the certificate program.

         14  Well, if you look at the history of the program,

         15  this goes back to the creation of the program, yes,

         16  over the last two years in the strongest housing

         17  market that we've seen in more than 30 years, we've

         18  produced about a thousand certificate units a year

         19  the last two years.

         20                 But if you go back to 2004, the

         21  number of units was about 100. If you go back to

         22  1992 through '95, for four years there were no

         23  certificate units produced. So, if you look at the

         24  history of it, the average is in the range of 300

         25  units a year, and if you look at the dollars, over
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          2  the history of the program, it's about $18 million a

          3  year for affordable housing.

          4                 Or even being generous, over the last

          5  ten years, the average is just under $30 million a

          6  year.

          7                 So, you can see clearly that compared

          8  to a $400 million fund, that the -- take a ten-year

          9  average, $30 million a year would be significantly

         10  less than that $400 million fund.

         11                 CHAIRPERSON DILAN: Okay. And I'm

         12  going to follow up on this just briefly.  Are they

         13  generated by the building of luxury in the Manhattan

         14  exclusion zone currently? Are they generated by

         15  building the affordable in the outer boroughs? And

         16  then lastly, what happens -- well, you can just

         17  start there. I'll hold the other question.

         18                 COMMISSIONER DONOVAN: So, they are,

         19  as you correctly point out, to make a certificate

         20  work, you need a market rate or luxury developer in

         21  the exclusion zone, working with an affordable

         22  housing developer anywhere in the City. But

         23  typically what you see is those affordable units

         24  don't get produced in the exclusion zone, they're

         25  not on-site. They're off site and they're typically
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          2  located a very, very long distance from the market

          3  rate property that's getting the benefits.

          4                 And what happens is that those two,

          5  the market rate developer and the affordable

          6  developer have to find each other and agree on a

          7  price to sell the certificates, and for every

          8  affordable unit that's created --

          9                 CHAIRPERSON DILAN: So, there is no

         10  set number, they have to negotiate what the price

         11  is?

         12                 COMMISSIONER DONOVAN: There is no set

         13  number. Typically what we're seeing is about $15,000

         14  a certificate in recent years, although in the

         15  history of the program it's actually lower than

         16  that. It's been in the range of 11 or 12,000. They

         17  have to find each other, and there's a transaction

         18  that happens between the market rate developer,

         19  where that developer, for every one of their luxury

         20  units, they have to buy at least one certificate to

         21  get the tax break. Affordable units generate

         22  anywhere between four and six certificates per

         23  affordable unit. So, to give an example again, this

         24  example, too, on this slide, this is a luxury

         25  condominium in Manhattan that's using the
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          2  certificate program, the luxury developer is getting

          3  an average of $300,000 in tax benefits, present

          4  value of tax benefits, per luxury unit. And in

          5  exchange for that, they're having to buy between one

          6  and two certificates per unit, and they're paying

          7  about $25,000 for those certificates. So, they're

          8  getting something worth $300,000 by paying $25,000

          9  for affordable housing. Clearly not a program that

         10  is maximizing the funding through tax breaks to

         11  affordable housing.

         12                 CHAIRPERSON DILAN: Okay, thank you.

         13                 I want to talk about the fund for a

         14  second, the low-income housing fund. How is the

         15  money going to be generated for that fund initially

         16  and over the life of the ten years of the fund?

         17                 COMMISSIONER DONOVAN: Well, the fund

         18  would be created through the expected savings in the

         19  elimination of the certificate program. But I want

         20  to be very clear about this. The funding will not be

         21  dependent on future year tax savings. And it will

         22  not depend on the commitment of future

         23  administrations or others to put those tax benefits

         24  into the fund.

         25                 Commitment would be to transfer $400
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          2  million worth of money and assets to the Housing

          3  Development Corporation now, so it is essentially

          4  advanced funding based on expected tax savings in

          5  the future. And the reason why using the Housing

          6  Development Corporation makes sense, first of all,

          7  the Housing Development Corporation is statutorily

          8  limited to being able to spend its money only on

          9  affordable housing. By law it can't spend its money

         10  on anything else.

         11                 Second of all, it is not a line

         12  agency of the City. It's created through State law

         13  so the City has no ability once assets are given and

         14  funding is given to the Housing Development

         15  Corporation, the City has no ability to take those

         16  assets back.

         17                 And that's why it would be insulated

         18  from the appropriations process.

         19                 Once the money is given, and it would

         20  be given up front, $400 million, to the Housing

         21  Development Corporation, the City could never call

         22  that money back into the budget because it has no

         23  legal authority.

         24                 And the other point I want to make

         25  that's very important, one of the concerns people
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          2  have had is, well, if it's a one-time $400 million,

          3  once you do it, you know, you use that money and

          4  it's gone. Well, the way that the Housing

          5  Development Corporation operates is it uses money

          6  like this, its reserves and other funding, to give

          7  very low interest loans, typically one percent with

          8  deferred interest to affordable housing properties.

          9                 So, what would happen here is that

         10  $400 million would be used to make one percent loans

         11  to low- and moderate-income housing, and that money

         12  would get paid back over time.

         13                 So, our calculations are that using

         14  this $400 million with paybacks and interest that

         15  would be earned on the $400 million, this fund would

         16  be able to fund affordable housing in perpetuity. It

         17  is not going to be a time-limited fund, because it

         18  would keep getting repayments and there would be

         19  interest earned on the $400 million that would be

         20  transferred.

         21                 So, that's a very important aspect of

         22  this, it can be a fund in perpetuity, not a

         23  time-limited fund, and we believe that it will fund,

         24  based on projections not, you know, unlimited, but a

         25  shorter term projection, that it could fund about
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          2  7,200 units, 7,200 units of affordable units, far

          3  later than any reasonable projection of what the

          4  certificate program itself would fund.

          5                 CHAIRPERSON DILAN: Okay. And what

          6  would happen if the State decided to go in another

          7  direction, in terms of the affordable housing trust

          8  fund? If the State said let's bring back the

          9  certificate program, then where would we be at that

         10  point?

         11                 COMMISSIONER DONOVAN: If the state

         12  were to say let's keep the certificate program, then

         13  the savings for the fund would obviously be

         14  eliminated. And, so, there would be no fund that

         15  could be created because there wouldn't be any

         16  savings that would be expected over, you know, 20,

         17  30, 40 years. And so it really is a choice between

         18  keeping the certificate program, again which

         19  provides less than 20 percent of funding through tax

         20  benefits for affordable housing for a far higher

         21  level of funding for affordable housing, much more

         22  broadly targeted non-profit developers and others

         23  would have access to it, and one that would be

         24  targeted to the neighborhoods that need it most.

         25                 DEPUTY MAYOR DOCTOROFF: Excuse me,
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          2  Mr. Chairman. I'm going to have to step out, as I

          3  indicated at the outset. I apologize for that.

          4                 I do want to say before I go, again,

          5  thank you for working so closely with us. I do

          6  believe that the proposal you have, bill you have

          7  before you, really is the right balance between

          8  doing what we all want to do, which is produce as

          9  much affordable housing, with the limited resources

         10  we have as we possibly can.

         11                 And, what we're seeking to do is make

         12  the incentive program we have, 421-A, much more

         13  efficient and use the savings, plough them back into

         14  producing more affordable housing. At the same time,

         15  by being very, very careful about drawing the

         16  boundaries for the exclusion zone, what we're

         17  seeking to do is not kill off, and I do not use that

         18  phrase lightly, the incentive for developers to

         19  build in areas that in fact need it the most.

         20                 Together I believe we have really

         21  accomplished that very, very delicate balance, and I

         22  want to thank you for that. So, I apologize again

         23  for stepping out. Thank you for allowing me the

         24  opportunity to speak today.

         25                 CHAIRPERSON DILAN: Thank you. And I
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          2  would imagine that someone from the Mayor's Office

          3  would be staying behind in your stead?

          4                 DEPUTY MAYOR DOCTOROFF: Commissioner

          5  Donovan speaks for the Mayor's Office.

          6                 CHAIRPERSON DILAN: Okay. Good enough

          7  for me.

          8                 DEPUTY MAYOR DOCTOROFF: Okay.

          9                 CHAIRPERSON DILAN: I kind of lost my

         10  place there along that sequae. So, certainly there

         11  are some risks at the State level, in terms of the

         12  fund. I think that's where I left off.

         13                 And you did answer my next question

         14  about which agency was going to administer the fund,

         15  that's HDC. I may have concerns there because there

         16  is a limited oversight role of this Council with

         17  regard to this fund and HPD, but I would imagine

         18  that those are some of the items that still have to

         19  be hatched out within the legislation, and I would

         20  imagine you could get back to that at some point.

         21                 At this time I'm going to hold the

         22  rest of my questions. I have some more but I want to

         23  open it up to my colleagues, to question.

         24                 The first member on the list for

         25  questions is Council Member Fidler, to be followed
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          2  by Council Member Hiram Monserrate. And again, I

          3  want to ask my colleagues if they can at least for

          4  the first round get to two questions, a follow-up

          5  and then move on to the next member, and we can come

          6  back around again a second time.

          7                 COUNCIL MEMBER FIDLER: Thank you, Mr.

          8  Chairman.

          9                 Commissioner, I want to start by

         10  commending your agency for the terrific job you do

         11  in so many areas of the City, and I'm sorry the

         12  Deputy Mayor wasn't here to hear that.

         13                 COMMISSIONER DONOVAN: I'll be sure to

         14  tell him you said so.

         15                 COUNCIL MEMBER FIDLER: Well, you

         16  speak for him, so you can put a little note in your

         17  file.

         18                 COMMISSIONER DONOVAN: Thank you. I

         19  appreciate that.

         20                 COUNCIL MEMBER FIDLER: I'm one of the

         21  few Council members who is not on any of these

         22  bills. I think that makes me one of two or three.

         23  And I have problems on both ends of the spectrum.

         24  And I have to tell you, I represent a very

         25  ethnically diverse, middle class, one- and
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          2  two-family homeowner community that is currently

          3  being burdened by overdevelopment, where one-family

          4  homes are being torn down and replaced by five- and

          5  six-unit condominium buildings.

          6                 One of my big problems with 421-A,

          7  it's certainly not the development of affordable

          8  housing, that's an absolute desperate need, but you

          9  spent a lot of time talking about middle-class

         10  housing and moderately priced housing, and the

         11  housing that's being built in my community is not

         12  that. Those five-unit condominiums are not selling

         13  for $361,000, they're selling for six, seven-hundred

         14  thousand, and a million dollars. And that's

         15  certainly not affordable to the bus driver who is

         16  married to the nurse at Brookdale Hospital, which is

         17  a very, very typical type of constituent that I

         18  represent.

         19                 So, you know, I have a concern that

         20  the data that you have here, that captured a

         21  four-year snapshot might be trending in '05 and '06

         22  toward, at least in my community, what I would call

         23  luxury or upper end, the upper end market.

         24                 And since I represent one- and

         25  two-family homeowners, I guess my first question is,
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          2  in terms of preserving and maintaining that housing

          3  stock in the City of New York, and we're talking

          4  about tax policy, might we not be considering a

          5  reduction of real estate taxes that would help

          6  preserve housing for those families so that they

          7  might be able to retain their homes?

          8                 CHAIRPERSON DILAN: I just want to

          9  say, I, too, am in favor of reduction of income

         10  taxes, property taxes, but I think I want to keep

         11  the subject --

         12                 COUNCIL MEMBER FIDLER: But it is

         13  relevant. It really is.

         14                 CHAIRPERSON DILAN: I know it's

         15  relevant, but I want to keep the subject to 421-A

         16  because I don't think the Commissioner can sign off

         17  on a reduction in property taxes. But I want to --

         18                 COUNCIL MEMBER FIDLER: This is what

         19  happens when I sit between two republicans, but --

         20                 CHAIRPERSON DILAN: Hey, trust me, I

         21  support it. I represent a lot of homeowners just

         22  like you.

         23                 COUNCIL MEMBER FIDLER: Mr. Chairman,

         24  but I do just want to note that we're talking about

         25  housing policy.
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          2                 CHAIRPERSON DILAN: I understand.

          3                 COUNCIL MEMBER FIDLER: I think this

          4  is entirely relevant. One of the biggest problems I

          5  have with the 421-A issue, which is a Tale of Two

          6  Cities for me. All right?

          7                 CHAIRPERSON DILAN: It's noted. I said

          8  what I had to say, I'd like you to get to your

          9  questions.

         10                 COUNCIL MEMBER FIDLER: All right.

         11  Then I'll go to the second question, which is also

         12  probably a little off.

         13                 COMMISSIONER DONOVAN: If I might, I

         14  think there is a piece of this that relates to

         15  421-A. First of all, I will just say there is no

         16  question that the Task Force significantly discussed

         17  this issue of the broader inequities and disparities

         18  between tax rates for different types of property,

         19  tax rates in different parts of the City with income

         20  levels.

         21                 Again, the Independent Budget Office

         22  just released a study that I think graphically

         23  showed that. But even just within the 421-A

         24  discussion, there was a recommendation to eliminate

         25  benefits for properties less than six units, and we
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          2  have heard significant concerns, particularly in the

          3  lowest density areas about over-development, and

          4  ending benefits for three-unit properties, would

          5  certainly help towards limiting some of those

          6  pressures of overdevelopment, as did the Task Force

          7  recommendation that focused on four and five-unit

          8  properties. Obviously, we have also heard from

          9  Council members that are concerned about continuing

         10  the development of four and five-unit properties in

         11  the district.

         12                 So, there's clearly a tension that we

         13  understand, but I think that's been resolved in this

         14  bill by eliminating benefits for three-unit

         15  properties while keeping them for four and five-unit

         16  developments.

         17                 COUNCIL MEMBER FIDLER: That kind of

         18  seguays to the next question, which is, representing

         19  the type of community that I do, which is resistant

         20  to the building of these condos where one- and

         21  two-family homes have been, what would you suggest I

         22  tell my constituents? If I vote for 486, which

         23  incentivizes the building of five-, four-, five- and

         24  six-unit condominiums with a tax abatement, yet

         25  provides no affordable housing benefit in any area
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          2  in the City of New York, what should I tell my

          3  constituent, you know, who is asking me to get

          4  downzoning to prevent those properties from being

          5  built.

          6                 COMMISSIONER DONOVAN: Well, clearly,

          7  Council member, this is a tension, and Deputy Mayor

          8  Doctoroff I think talked about it best, we are now

          9  entering into unchartered territory in some ways, in

         10  terms of the population of the City. We have passed

         11  the historic highs, and the population continues to

         12  grow. And obviously we have to figure out ways to

         13  grow in the right way. That's why obviously Chair

         14  Burden has aggressively pursued rezonings to protect

         15  neighborhood character, a whole range of initiatives

         16  that are targeted at trying to make sure that growth

         17  doesn't overburden areas.

         18                 On the other hand, the fundamental

         19  and primary reason we have housing affordability

         20  problems today in the City of New York is, as Deputy

         21  Mayor Doctoroff talked about, a huge expansion of

         22  our population, since 1990, without the adequate

         23  amount of housing growth to house those people. And,

         24  so, we have a simple problem of supply and demand.

         25  And at the end of the day, even though it may be
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          2  hard for a constituent to internalize that,

          3  ultimately if we can't find ways to continue to

          4  build new housing for our growing population,

          5  housing is going to become more and more expensive

          6  for all of us. So, that middle-income family in your

          7  district is going to have a harder and harder time

          8  finding a place for their kids to live anywhere

          9  nearby their home. And that's the fundamental

         10  difficulty and tension that we have.

         11                 So, we have to find ways to grow in

         12  the right way, and we believe 421-A, as Deputy Mayor

         13  Doctoroff showed, more than 80 percent of the starts

         14  in the outer boroughs that use 421-A, have been

         15  affordable to low- and moderate-income people. And

         16  this Intro before you would dramatically reduce the

         17  benefits available to the highest end development.

         18                 So, you talked about a million dollar

         19  condo, the 421-A benefits to that million dollar

         20  condo would be reduced by one-third by this bill,

         21  and that, in many cases may be enough to stop the

         22  development of that luxury condo, while still

         23  maintaining the benefits necessary for the

         24  development of the moderately-priced housing that I

         25  talked about.
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          2                 COUNCIL MEMBER FIDLER: Well, thank

          3  you Commissioner very much. And I know you don't

          4  really speak for Deputy Mayor Doctoroff, but I know

          5  you certainly speak to him, and I hope that you will

          6  speak to him about the idea of making sure the

          7  development that is so desperately needed in parts

          8  of this City is done appropriately to the

          9  neighborhood.

         10                 COMMISSIONER DONOVAN: Absolutely.

         11                 CHAIRPERSON DILAN: Council Member

         12  Monserrate.

         13                 COUNCIL MEMBER MONSERRATE: Thank you

         14  very much, Mr. Chairman. I know that my colleagues

         15  and I have had discussions on this issue at length

         16  at several meetings for some time now, and I want to

         17  thank you and your office for your diligence on this

         18  issue. Unfortunately, the Deputy Mayor is not here,

         19  but I wanted to also thank him for his diligence.

         20  Though clearly we probably have some differences of

         21  opinion.

         22                 I think that in essence if I can

         23  characterize what my view is, it appears that the

         24  Administration and even this new bill, which I'm not

         25  a co-sponsor of, provides, their methodology perhaps
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          2  is more incentive, whereas the other bill attempts

          3  to create a mandate. So, I think that

          4  philosophically we're talking about incentives

          5  versus mandatory programs, and as a vehicle to

          6  produce that affordability. And I think that that

          7  has more to do probably with philosophical views of

          8  how and what the role of government is in ensuring

          9  affordable housing in our City, and I find it

         10  interesting that in your presentation here, the

         11  development in Queens that you outline happens to be

         12  in my district on 108th Street in Corona. And the

         13  sales price for this unit, which in your Charter is

         14  361,000, that's for a one-bedroom condo. So, a

         15  one-bedroom condo, it will be difficult for a family

         16  to afford living. So I thought that perhaps you

         17  should correct that.

         18                 COMMISSIONER DONOVAN: I believe it's

         19  a two-bedroom actually, based on our information.

         20                 COUNCIL MEMBER MONSERRATE: Okay.

         21  Well, I will send you something from the local real

         22  estate that are attempting to sell these apartments.

         23                 The other issue that I had

         24  specifically with this is that when we look at the

         25  affordability range, in essence, according to your
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          2  figures, this family of four would need to come up

          3  with about a $72,000 downpayment to live in this

          4  condo one block from Roosevelt Avenue in Corona. And

          5  I don't know too many working families that live in

          6  my district, who are living check-to-check that can

          7  put $72,000 available for a downpayment on a

          8  one-bedroom or a two-bedroom condo.

          9                 Having said that, I think it's also

         10  important to note that when we talk about middle

         11  class, your figures, which I think were a librarian

         12  and a police officer, an electrician.

         13                 COMMISSIONER DONOVAN: We have a

         14  number of different levels we've been talking about.

         15                 COUNCIL MEMBER MONSERRATE: Right.

         16  This condo here at this price with this current

         17  scheme, is unaffordable to the average DC 37

         18  employee in our City. So, we know that the uniformed

         19  workers make a little more and the skilled trade

         20  workers who are members of either Local 3 or

         21  Painters Unit, substantially make more than average

         22  City employees. I think that to tout these figures,

         23  and not take a real hard look, I mean, if we're

         24  going to talk about middle-class workers, then we

         25  should be talking about City employees as a
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          2  barometer, because we've determined that this is

          3  their middle or lower-middle class wages, but we're

          4  not using those very same formulas and wage

          5  structures to determine affordability and to map out

          6  those charts.

          7                 So, just an important input that I

          8  think needs to be had, that according to this very

          9  presentation, the average municipal worker who is

         10  non-uniformed could not afford this. It's not

         11  affordable to them.

         12                 Secondly, when we go back to the

         13  issue which I think my statement attempts to

         14  clarify, the incentive mold versus mandating mold,

         15  and I think that if you look at an area like Corona,

         16  which will lead to my question, and why I do not

         17  support the current exclusion zone, and I do support

         18  a Citywide exclusion, is that you look in an area

         19  like Corona and those two Council districts, myself

         20  and Helen Sears, 21, 25, you will find that that

         21  part of Queens has number one applications for 421

         22  abatement, more so than any other City.

         23                 In fact, when you look at your very

         24  charts that you presented, you will see that a lot

         25  of those orange dots that are concentrated are
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          2  concentrated in that part of Central Queens. There's

          3  a flurry of activity in the market that has

          4  predominantly, because of immigration, a very high

          5  immigrant community, that there's a desperate need

          6  for housing there. So, these applications that are

          7  being put forward have provided developers with a

          8  bonanza, because in this very same development the

          9  sales plan also charges the buyer for the 421

         10  application, which I think is very interesting.

         11                 They also use the abatement as a

         12  selling tool to artificially inflate the value of

         13  their property. So, the fact that there is an

         14  abatement for 15 years is used to help drive up the

         15  market artificially because the public subsidy that

         16  we're providing in 421-A can get no public benefit

         17  in return. So, my concern is that if we continue on

         18  this pattern of just providing outright or a

         19  mandatory automatic tax break for developers,

         20  particularly in the Borough of Queens, they have

         21  zero incentive to build affordable, if they can

         22  continue to get top dollar, which they can because

         23  the market is hot, as we understand, and the rate of

         24  population in that part of Queens, which is the

         25  fastest-growing in the 2000 census will also be the
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          2  fastest growing in 2010 census. So, this is a very

          3  specific pattern that will require this building of

          4  property, so there is no affordability. So, the

          5  people who grew up in Corona or East Elmhurst or in

          6  Jackson Heights, their children, or their

          7  grandchildren or their nephews or nieces --

          8                 CHAIRPERSON DILAN: Councilman, I'd

          9  like to ask you to get to a question.

         10                 COUNCIL MEMBER MONSERRATE: The

         11  question, that's a good point. Let's get back to the

         12  question. Incentive versus mandatory, so that the

         13  two different -- my question is, in essence, what is

         14  the incentive for a developer to develop in the zone

         15  where there is no mandate for affordability. If you

         16  could make more money there than in the current

         17  exclusion zone. What would be his incentive?

         18                 COMMISSIONER DONOVAN: Let's take your

         19  district, which you've talked about. First of all,

         20  as I outlined in the presentation, Intro. 486 would

         21  eliminate these REMIC NPP areas. These are the areas

         22  where there is no incentive for affordable housing

         23  built into the 421-A program. So, in the areas that

         24  you're talking about, the bill would create for the

         25  first time a substantial incentive through 421-A to

                                                            80

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  create affordable housing on-site. By going from the

          3  15-year benefit to the 25-year benefit.

          4                 So, that's the first thing which I

          5  think is very important.

          6                 Second of all, by creating this

          7  luxury cap through the assessed value, it would

          8  further decrease the benefits available to luxury

          9  housing, if it were built in your district. So,

         10  there you will have two very important things in the

         11  bill that would significantly increase the incentive

         12  for affordable housing.

         13                 On the other hand, you talk about

         14  mandate versus incentive. At the end of the day, a

         15  mandate is not going to be helpful if a developer

         16  doesn't build, and the mandate, as I tried to show

         17  in my presentation, the mandate to do 80/20,

         18  particularly in neighborhoods in the outer boroughs

         19  where the overall density tends to be low, there is

         20  almost no chance that you're going to get 80/20 on

         21  site and so what will happen is that either a

         22  developer will not build at all, or they will build,

         23  still build that same building without the 421-A

         24  benefits at all. So, you're not through that

         25  mandate, given that housing development itself is a

                                                            81

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  voluntary act, you're not going to get the intended

          3  results that you'd like to get through that mandate.

          4                 And let's just be very clear. I'm the

          5  Housing Commissioner for the City, my job is to

          6  create low- and moderate-income housing. And a vast

          7  majority of what we do, roughly three-quarters, is

          8  create low-income housing throughout the City. So, I

          9  am extremely interested in making sure that that

         10  happens.

         11                 What we are saying, though, is that

         12  we need both in this City. We need lots more

         13  low-income housing, and we have the largest

         14  affordable housing plan in the nation's history. At

         15  the same time, we also need these units. We need

         16  units that are priced at $350,000 and that are

         17  affordable to City workers. It's not an either/or.

         18  We need both of those. And the problem with

         19  expanding the exclusion zone to this area is that

         20  you're not going to get the affordable housing that

         21  you want, because people aren't going to be able to

         22  do the 80/20 on site. They're either going to

         23  continue to build without the 421-A benefits, 100

         24  percent market, or they're not going to build at

         25  all, and at the same time, you're not going to get
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          2  this building, which, I agree, it doesn't solve all

          3  the needs of your community, certainly not.

          4                 COUNCIL MEMBER MONSERRATE: It doesn't

          5  solve any.

          6                 COMMISSIONER DONOVAN: But we do

          7  believe strongly that this kind of housing, priced

          8  so that a family which we believe is solidly middle

          9  class can afford, is an important thing that we need

         10  to continue to incentivize.

         11                 Just a couple other comments that I

         12  would make.

         13                 First of all, you talked about

         14  downpayment. We could have run the numbers at 20

         15  percent is a typical downpayment function, we could

         16  have run it at 10 percent, and it would have

         17  required a slightly higher income but not more. The

         18  other thing I would point out is --

         19                 COUNCIL MEMBER MONSERRATE: Higher

         20  mortgage.

         21                 COMMISSIONER DONOVAN: Slightly high,

         22  that's right. But still affordable to a middle-class

         23  family. We also have created for the first time ever

         24  a downpayment assistance program that provides

         25  grants that are on average $20,000 per family to buy
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          2  a first home.

          3                 So, we have lots of other ways

          4  through the new marketplace plan that we're making

          5  sure that these kind of units are affordable to low-

          6  and middle-income families.

          7                 And finally, your point about the

          8  benefit going to the developer, in some cases,

          9  depending on the nature of the market, a portion of

         10  the benefit could go towards increasing the price of

         11  the home, but in every case that we've analyzed, a

         12  significant portion of the benefit also goes to

         13  lower the cost of home ownership to the family. So,

         14  even if there is some increase in the price, you're

         15  still going to get a significant share of the

         16  benefits of 421-A passed on to the home buyer in

         17  those cases. So, you're right, but clearly they're

         18  still a benefit to the home buyer.

         19                 COUNCIL MEMBER MONSERRATE: This is my

         20  second question. Are you saying, so that I'm clear,

         21  if there was a 421-A mandate, of let's say using the

         22  figure of 20 percent, in Corona, Queens, in that

         23  part of Queens, are you saying that those developers

         24  would not develop there? Is that what you're saying?

         25                 COMMISSIONER DONOVAN: No, I'm saying
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          2  that there are two choices. Either that they --

          3  depending on how strong the market was --

          4                 COUNCIL MEMBER MONSERRATE: Well,

          5  let's go with the market conditions how they are

          6  today. Let's use that for the argument.

          7                 COMMISSIONER DONOVAN: Based on what

          8  we see, it would be marginal. You would get a

          9  relatively small share, less than have would

         10  probably continue to build, but they would still do

         11  market rate, and the larger share would probably not

         12  build. Obviously it depends site-by-site.

         13                 COUNCIL MEMBER MONSERRATE: They would

         14  forego the abatement and just not develop.

         15                 COMMISSIONER DONOVAN: They would

         16  probably hold onto their land to see if the market

         17  changed.

         18                 Let me just give you an example. If

         19  you look at Chelsea, take a market that everybody in

         20  the world would agree is a very strong market.

         21  During the 1990s, a large share of all the new

         22  development in that area, and in many other parts of

         23  Manhattan were 80/20s. So the 80/20 program made

         24  sense, the economics worked.

         25                 Because of what's happened in the
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          2  condo market, in those central parts of Manhattan,

          3  there have been very few 80/20s that continue to be

          4  developed in those areas.

          5                 So, even in those extremely strong

          6  markets, on-site affordability 80/20, has become

          7  uneconomical in most areas, and instead developers

          8  are building 100 percent market condominiums. And,

          9  so, the problem is that you're always talking about

         10  what are the potential benefits of different kinds

         11  of development, and land is priced that way. And it

         12  is, we believe, highly likely that you would stop,

         13  either stop all development or just get the market

         14  rate. You would not get the 80/20 development, and

         15  those are based on the returns I showed in the

         16  presentation.

         17                 COUNCIL MEMBER MONSERRATE: I guess my

         18  last question will be, expect for the Chairman's

         19  request that we limit our questions, regarding --

         20                 CHAIRPERSON DILAN: You got one past

         21  me. I didn't notice that. But go ahead.

         22                 COUNCIL MEMBER MONSERRATE: But the

         23  issue of permanence, after the 421-A benefits

         24  expired, can we continue even under your plan to

         25  mandate legally affordability?
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          2                 COMMISSIONER DONOVAN: Currently the

          3  benefit is limited to the period -- I'm sorry, the

          4  affordability is limited to the period where the

          5  benefit is provided, and that's generally our sort

          6  of approach has been, we require the affordability

          7  as long as we're providing the benefit, and then

          8  beyond that the unit goes into rent stabilization

          9  and is kept affordable through the rent

         10  stabilization process. So there is an affordability

         11  that goes beyond the period of the tax abatement.

         12                 COUNCIL MEMBER MONSERRATE: The

         13  question is, could we, in essence, require

         14  permanency legally? Could we require it, outside of

         15  the rent stabilization?

         16                 COMMISSIONER DONOVAN: Yes. Our

         17  analysis of this is similar to what I talked about

         18  with the exclusion zone, it's going to be a question

         19  of sort of creating as much incentive to do

         20  affordable housing and requiring certain things

         21  without going so far that we stop developers from

         22  taking the affordable option. Because, again, they

         23  always have the option to do market rate development

         24  without the 421-A.

         25                 So our analysis of it is that if the
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          2  tax benefit is only provided for a maximum of 20 or

          3  25 years that requiring permanent affordability

          4  based on not rent stabilization, but other forms of

          5  requirements, would not be economically feasible.

          6                 Let me give you a different example.

          7  Where we believe the incentive is strong enough, we

          8  will require permanent affordability in the

          9  inclusionary zoning program for example. That's a

         10  program where the extra density that you get in a

         11  building is permanent. So, the incentive is a

         12  permanent incentive. Those units are always there,

         13  and, therefore, we required in exchange, permanent

         14  affordability.

         15                 But we believe in this case, based on

         16  our analysis, that pushing it to permanent would

         17  ultimately mean that you get less affordable housing

         18  rather than more.

         19                 CHAIRPERSON DILAN: Thank you.

         20                 Next is Council Member Mark-Viverito.

         21                 COUNCIL MEMBER MARK-VIVERITO: Thank

         22  you, Mr. Chair. And at this point good afternoon,

         23  Commissioner.

         24                 COMMISSIONER DONOVAN: Good afternoon.

         25                 COUNCIL MEMBER MARK-VIVERITO: I
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          2  wanted to just jump right in and I have a question

          3  with regards to your presentation.

          4                 Now, originally the task force made

          5  its recommendations of the exclusion zones, and

          6  obviously all of us speak from our experience, and

          7  I'm going to speak with regards to my experience

          8  with East Harlem. The recommendation of the Task

          9  Force was to not go beyond 96th Street. Yet, in your

         10  presentation here today, you indicated that when you

         11  looked at the density of the development potential

         12  and at the financial feasibility tests that you are

         13  applying to these neighborhoods, East Harlem fit

         14  into that test. So, if your own analysis indicates

         15  that it was a prime candidate for the exclusion zone

         16  to be expanded, yet the Task Force did not recommend

         17  expansion beyond 96th Street, which was the original

         18  boundaries, you know, you would see that in taking

         19  that as one example, how I could lead to the

         20  conclusion that you may be flawed, the Task Force

         21  may have been flawed in terms of determining other

         22  areas that may need expansion zones or whether the

         23  expansion zones should be expanded. You know? So,

         24  that is an example, based on what I'm hearing, and

         25  based on my analysis interpretation, there might be
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          2  a flaw, and in fact, there might be more

          3  neighborhoods, and I think there are neighborhoods

          4  that would be prime candidates for exclusion zones,

          5  although some of us believe that this should be

          6  Citywide. But when you look at Riverdale, or when

          7  you look at Corona and particularly in Queens, when

          8  you look at certain areas of Washington Heights that

          9  would be prime candidates for exclusion zones. So,

         10  maybe if you could just talk to that a little bit.

         11                 COMMISSIONER DONOVAN: I would be

         12  happy to. And I just went back to this map that

         13  showed the analysis that we did.

         14                 These are fairly large bubbles here

         15  on the chart, and, so, I want to be very clear about

         16  the analysis that we did. Because in the areas that

         17  we looked at, we literally went block by block and

         18  looked extremely carefully at which areas had

         19  different sales prices. We looked at the history of

         20  years and years of sales data in these areas. Just

         21  to be clear, there were portions in East Harlem that

         22  the Task Force did recommend to include in the

         23  exclusion zone, the dividing line we saw where there

         24  was a significant difference in pricing was along

         25  park avenue.
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          2                 So, we did include 97th Street, but

          3  up Park Avenue, we did include those portions up

          4  through Central Harlem, and we didn't just go to

          5  97th Street as you know, we proposed in some parts

          6  to go to 110th Street in Harlem, and even to go up

          7  to 126th Street.

          8                 COUNCIL MEMBER MARK-VIVERITO: But

          9  that's after the negotiations started.

         10                 Originally the Task Force was 97th

         11  Street?

         12                 COMMISSIONER DONOVAN: No, just to be

         13  clear, these are the areas that were proposed by the

         14  Task Force and it does include, from Park Avenue

         15  West it does include areas in Central Harlem and

         16  West Harlem to go up to 125th Street.

         17                 COUNCIL MEMBER MARK-VIVERITO: Right.

         18                 COMMISSIONER DONOVAN: There is a

         19  small portion of East Harlem that was included

         20  originally. So, it was a very fine grain analysis

         21  that looked at those at those areas.

         22                 COUNCIL MEMBER MARK-VIVERITO: Okay,

         23  let me, I just want to touch on a couple of other

         24  things.

         25                 Deputy Mayor Doctoroff in his
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          2  presentation, I mean I think it's really absolutely

          3  ridiculous, in my perspective, to not have all of

          4  Manhattan be in an exclusion zone. You know,

          5  everybody wants to build in Manhattan. There is no

          6  need to further incentivize development in

          7  Manhattan. And in fact, your own analysis, you talk

          8  about 41 percent of the units being built in the

          9  outer boroughs became affordable to low-income, what

         10  about Manhattan. You know, we are incentivizing

         11  segregation in Manhattan, because all of the

         12  development happening in Manhattan is luxury

         13  high-end market rate housing, and we were, before

         14  these tweaks and all that, all of the affordability

         15  was you had the option to build off-site, to do your

         16  affordability off-site. That's of concern, and it

         17  continues to be of concern when you don't consider

         18  all of Manhattan, you know, mandating any sort of

         19  development having affordability attached to it. And

         20  when you look at East Harlem, I mean the starting

         21  prices of condos right now, starting prices in most

         22  cases is $600,000. Between Second and Third Avenue

         23  on 118th Street, three condo developments are

         24  happening on that one block. And you're talking

         25  about starting prices at $650,000 for one bedroom.
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          2  You know, so I don't think we need any further

          3  incentive to promote development and high-end

          4  development at that. That is not affordable even to

          5  the scenarios that you presented. I mean, it's not

          6  affordable to those families representing the

          7  compositions that you presented here earlier.

          8                 So, that continues to be of concern,

          9  and I would really hope the Administration would

         10  concede on some of these items.

         11                 And then just lastly, I want to talk

         12  about the Fund a minute. The Fund. Of the 421-A

         13  recipients right now, the developers that are doing

         14  development or building and using 421-A, what is the

         15  percentage of rental versus ownership. The

         16  percentage of rental versus ownership?

         17                 COMMISSIONER DONOVAN: I'm sorry, in

         18  what?

         19                 COUNCIL MEMBER MARK-VIVERITO: Anyone

         20  who applies or who has been applying for the 421-A,

         21  of the total permits, or the total number of units

         22  that are being built, what's rental versus the home

         23  ownership?

         24                 COMMISSIONER DONOVAN: I'm sorry, I'm

         25  just getting detail from my staff.

                                                            93

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2                 From the period between FY '02 and FY

          3  '06, 64 percent of the development that used 421-A

          4  is rental development. So, roughly two-thirds is

          5  rentals and about a third is home ownership.

          6                 COUNCIL MEMBER MARK-VIVERITO: Because

          7  when we talk about the issue of permanency and when

          8  we talk about the Fund, and I think that that's an

          9  area where we have as a City a lot of oversight, in

         10  terms of how to define it.

         11                 I would encourage us to really look

         12  at creating the permanency, particularly in the

         13  rentals. I mean, we want to encourage, I know I

         14  would like to encourage home ownership in my

         15  communities, obviously affordable home ownership,

         16  but when you talk about rentals and looking at the

         17  Fund and creating these units, I mean there should

         18  be a permanency aspect here.

         19                 We as a City keep coming across,

         20  whether it's Mitchell-Lama, whether it's rent

         21  stabilized apartments where at some point it lapses,

         22  and then we come into another crisis as a City that

         23  we have to deal with.

         24                 So, what is your thought about, with

         25  regards to the funds specifically creating a
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          2  permanency item, a criteria within that?

          3                 COMMISSIONER DONOVAN: I'm sorry.

          4  There are a number of questions in there and things

          5  I want to address.

          6                 First of all, in terms of the Fund

          7  itself, you mentioned home ownership, currently the

          8  certificate program does not support home ownership

          9  at all, whereas HDC has an affordable co-op program

         10  and does sponsor home ownership developments.

         11                 So, what that means is that instead

         12  of a certificate program, which has no home

         13  ownership option right now, with the Fund we could

         14  in fact create an incentive towards affordable

         15  homeownership as well, something that's not

         16  available in the certificate program.

         17                 Just to be clear, the large majority

         18  of what we do as part of the new Housing Marketplace

         19  Plan, is rental, because most low-income people are

         20  renters. So, about three quarters of the work that

         21  we do, 70 percent actually, is for rentals, and

         22  about 30 percent for affordable home ownership.

         23                 So, that's one thing.

         24                 COUNCIL MEMBER MARK-VIVERITO: But you

         25  can't force that. Meaning the Fund is for, whether
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          2  someone wants to build a rental, you can't just --

          3  are you proposing that it just be straight-up home

          4  ownership?

          5                 COMMISSIONER DONOVAN: No, no, no.

          6  Certainly I would not argue that 100 percent of it

          7  should go to home ownership.

          8                 We, in most of the work that we do,

          9  as you know we do fewer and fewer parcels of

         10  City-owned land, and so we do depend on working with

         11  private owners, and so there is a sort of

         12  market-driven aspect, whether we're doing rental or

         13  home ownership. But to some extent we can steer the

         14  balance one way or another in terms of the funds. If

         15  that's something that the Council is interested in

         16  talking about, I would certainly be open to

         17  discussions about that, as we work out the details

         18  of the Fund.

         19                 In terms of the permanence thing,

         20  again, I want to be clear: We don't have an issue

         21  where the benefit is sufficient like an

         22  inclusionary, where there's a permanent incentive to

         23  the owner that in exchange you would have a

         24  permanent requirement.

         25                 The issue is here that the benefit is
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          2  limited by State law to 20 or 25 years, depending on

          3  the area. And, so, we think that if you then impose

          4  a permanence requirement, what you're going to end

          5  up getting is not permanent affordable housing,

          6  you'll get less affordable housing, because most

          7  people will not choose to have a permanent

          8  restriction when they have a benefit that only lasts

          9  20 or 25 years, and that's the fundamental issue.

         10                 The State could do it differently

         11  because they control the maximum period. The Council

         12  doesn't have the ability to expand the benefits

         13  beyond the 20 or 25 years that are set in State Law.

         14                 So, I think that's a key issue around

         15  this permanence question.

         16                 Finally, I would just say on the data

         17  that you talked about, and the numbers, you've given

         18  us a significant amount of information about what's

         19  happening in East Harlem. We had discussions around

         20  that. We've looked at it very closely, and we just

         21  don't see a basis for saying that Second or Third

         22  Avenue and 120th Street, that there is a market

         23  where it's averaging six, seven or eight-hundred

         24  dollars a square foot, which would be a one bedroom

         25  for $650,000. We've looked at it very, very closely
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          2  at the data, we just don't see it. And when you go

          3  farther north in Manhattan, you know, the prices are

          4  significantly lower. We're talking about three-,

          5  four-hundred dollars a square foot, which is not

          6  close to the threshold for viability of the 80/20

          7  program working. We are pursuing lots of other ways

          8  to create affordable housing in those areas.

          9                 As you know, all of Northern

         10  Manhattan is covered by an NPP and REMIC area. We

         11  don't believe that there should be no affordable

         12  housing incentive built into the 421-A program. So,

         13  we're proposing elimination of the REMIC and NPP,

         14  that will get more affordable housing developed in

         15  Northern Manhattan we believe. We are targeting the

         16  use of this Fund to Northern Manhattan and East

         17  Harlem.

         18                 And just to be clear, the Council has

         19  agreed that the fund should not be available to

         20  areas that are in the exclusion zone. So, if I have

         21  a choice in Northern Manhattan of getting rid of

         22  REMIC and NPP and having this fund targeted to my

         23  neighborhood, versus expanding the exclusion zone,

         24  there is no question in my mind that I will get more

         25  affordable housing through getting rid of REMIC and
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          2  NPP and expanding, including the Fund in that area,

          3  as opposed to it.

          4                 So, we have the same goal. We just

          5  believe that the best way to get to that goal of

          6  creating affordable housing is to make sure that the

          7  Council legislation that's proposed gets passed.

          8                 COUNCIL MEMBER MARK-VIVERITO: And

          9  just lastly --

         10                 CHAIRPERSON DILAN: We need to move

         11  on.

         12                 COUNCIL MEMBER MARK-VIVERITO: I know.

         13  One last quick thing.

         14                 COMMISSIONER DONOVAN: I'm sorry, just

         15  one other thing I would mention. The rezonings both

         16  that we're proposing for 125th Street and Sherman

         17  Creek, also are including inclusionary zoning. So,

         18  there is a significantly more powerful incentive

         19  that adds density and makes on-site affordability

         20  feasible.

         21                 That's the kind of thing that we need

         22  to pursue to make sure that we get affordable

         23  housing in Northern Manhattan.

         24                 COUNCIL MEMBER MARK-VIVERITO: Just

         25  the last question. The concern here is about
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          2  building moderate and middle-income housing and

          3  we're trying to prevent kind of subsidizing this

          4  luxury development, which seems to be happening. Why

          5  can't we consider maybe a policy that even if a

          6  developer is building outside of the exclusion zones

          7  that have been defined, that the moderately-priced

          8  housing, maybe those developments that are providing

          9  moderately, according to your definition, gets the

         10  421-A, and those that are strictly building luxury

         11  don't even get access to the 421-A benefit at all.

         12                 COMMISSIONER DONOVAN: We spent an

         13  enormous amount of time at the Task Force discussing

         14  this and looking at it, and what we came up with to

         15  do that very thing is this luxury cap on assessed

         16  value that we talked about.

         17                 It is a method to continue to provide

         18  benefits for moderately priced units, while at the

         19  same time dramatically decreasing the benefits

         20  available for true luxury housing.

         21                 The problem is, as I described in my

         22  presentation. If you made that an eligibility test,

         23  as opposed to a cap, it's actually going to end up

         24  hurting middle-income people, because at the end of

         25  the day assessments are not predictable enough to
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          2  ensure that that policy would actually be fair.

          3                 If the State were to make significant

          4  revisions to how the assessment process works, then

          5  I think it would be worth coming back and talking

          6  about is that something that might be possible.

          7                 But today, just to give you an

          8  example, in the outer boroughs, for properties that

          9  are assessed between 65,000 AV and 80,000 AV, so

         10  just above the cap that the Council is talking

         11  about. Fifty percent of those units have sales

         12  prices below $500,000.

         13                 So, the problem is while on average

         14  you can say what an assessed value means, because of

         15  the disparities in the assessment process, by

         16  setting an eligibility threshold, you'd be really

         17  discouraging banks from lending to the middle-income

         18  people that we want to help. That's the problem.

         19                 So, it's really a technical problem,

         20  and we grappled with it for literally months on ways

         21  to do this, and nobody was able to come up with a

         22  method that would reliably do this.

         23                 Just take, for example, we talked

         24  about sales price one way. The problem with that is

         25  that you could lower your sales price and raise your
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          2  common charges to get around that issue.

          3                 The other question was how do you

          4  treat a rental? How do you decide what is low enough

          5  or high. The whole range of things beyond just

          6  creating a whole new bureaucracy at HPD to monitor

          7  this, that made solutions like that infeasible.

          8                 So, it's not for lack of trying but

          9  ultimately what we came back to was that this cap

         10  was the best, fairest way to try and limit those

         11  luxury benefits and, you know, to target the

         12  benefits we were providing to moderately-priced

         13  units.

         14                 CHAIRPERSON DILAN: Thank you, Council

         15  member.

         16                 Next is Council Member Lappin.

         17  Followed by Council Member Palma. If she's not here,

         18  we'll move on to the next member and come back to

         19  her.

         20                 COUNCIL MEMBER LAPPIN: Thank you, Mr.

         21  Chairman. I appreciate that, particularly because

         22  I'm not a member of this Committee.

         23                 But I wanted to talk about 70/30

         24  versus 80/20, and the slides you put up with numbers

         25  are for, you know, Citywide versus not Citywide. And

                                                            102

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  they are somewhat compelling, I think. And I

          3  understand that argument. But I want to talk just

          4  about within the exclusion zone, because as you've

          5  mentioned a couple of times this morning, it's

          6  different.

          7                 In fact, the market in the exclusion

          8  zone, and I represent the Upper East Side, so I'm

          9  seeing close to 25 percent of the plans filed with

         10  the Attorney General are in the East Side of

         11  Manhattan. A tremendous amount of luxury development

         12  happening right now. They are condos. And you've

         13  said a couple of times this morning, you know,

         14  they're going to make a lot more money building a

         15  condo, and I think I've heard 25 percent and up

         16  versus a rental, even at 80/20, where the numbers

         17  are much lower.

         18                 So, the incentive isn't there to

         19  build 80/20, they're going to build market rate.

         20                 So, even under the new proposal, that

         21  will, at least under the current market conditions,

         22  remain. They're going to make a lot more money,

         23  developing 100 percent condos versus rentals. I

         24  understand that. What I'm not clear on necessarily

         25  is why then, if the market changes, 80/20 becomes a
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          2  lot more attractive than 70/30, in the exclusion

          3  zones.

          4                 COMMISSIONER DONOVAN: Well, first of

          5  all, the fundamental economics are similar to what

          6  you see here. When you do an 80/20 you get a range

          7  of benefits, for meeting that 20 percent threshold

          8  you get the tax benefits, you get federal tax exempt

          9  bonds, you get tax credits, you get a whole set of

         10  incentives.

         11                 Once, if you were to go to 70/30

         12  instead of 80/20, you get those same benefits but

         13  you get far less income on those extra ten percent

         14  of the units. So there is a significant decrease, no

         15  matter which neighborhood you're operating in, by

         16  going from 80/20 to 70/30. So, even though the

         17  returns might not look exactly like this slide,

         18  you're still going to be looking at a significant

         19  decrease in return, independent of what the market

         20  rents are in that area.

         21                 So, here, and I think again the

         22  example of what's happened in Manhattan is very

         23  important. For a period in the nineties, there was a

         24  lot of 80/20 housing being produced. Now that has

         25  declined substantially, because, as you correctly
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          2  point out, of the condominium development that's

          3  happening.

          4                 Today we have condominium prices sort

          5  of leveling off, even starting to decline in some

          6  markets, while at the same time rents have not had

          7  the same effect. They continue to increase at

          8  certainly a more moderate pace than they did, but we

          9  don't see the same drop-offs in rent. So, I believe

         10  we're coming to a point where a combination of the

         11  changes in the market, plus the elimination, the

         12  proposed elimination of the certificate program,

         13  where 80/20 will once again be marginally feasible

         14  and competitive with condominiums in the Manhattan

         15  market.

         16                 So, I do believe that the changes

         17  that are proposed in 486, elimination of

         18  certificates, will lead to more 80/20 development.

         19                 The problem is, if you then increase

         20  the requirement, just at the time when you're trying

         21  to get 80/20 development back, and I think we can do

         22  it through this bill, if you increase the

         23  requirements to 70/30, once again you're going to

         24  sort of build in the same disparity between condo

         25  returns not getting 421-A, and the 70/30 rental
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          2  option, and you're going to kill the development of

          3  affordable housing in the exclusion zone just at the

          4  time where with these changes it might become

          5  feasible again.

          6                 So, again, the numbers aren't exactly

          7  these, but the dynamic is the same in that 70/30 is

          8  a last attractive return. Just to give you an

          9  example, taxes and bonds cover the whole building.

         10  By going to 30 percent affordable, you don't get any

         11  more benefit from the tax exempt bonds. You don't

         12  get any more benefit from the 421-A tax break. All

         13  you're doing is giving up income in that extra ten

         14  percent of units, which is by definition going to

         15  lower your returns to the developer.

         16                 COUNCIL MEMBER LAPPIN: I understand.

         17  I'm a co-sponsor of the bill. But the numbers I have

         18  looked at are very, very different from these. And

         19  if you're saying, you know, at $60 a square foot,

         20  you know, if you're looking at a 100 percent market

         21  rental building, 70 percent without any subsidies,

         22  15 percent at 80/20 and 13 percent at 70/30. So,

         23  you're almost doubling your profit margin at 70/30.

         24  80/20 it's a couple percentage points higher.

         25                 So, I guess I'm really focusing on
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          2  those two percentage points. That's sort of assuming

          3  at $60 a square foot.

          4                 COMMISSIONER DONOVAN: I'm sorry, can

          5  you give me that?

          6                 Are these your calculations?

          7                 COUNCIL MEMBER LAPPIN: Yes. At $60 a

          8  square foot, if you purchase the land at 250 dollars

          9  (sic), 100 percent market rental, you're looking at

         10  seven percent with no subsidy, 15 percent 80/20, 13

         11  percent 70/30. If you did $50 a square foot, six

         12  percent market, 11 percent 80/20, nine percent

         13  70/30.

         14                 So, I guess my question to you, you

         15  know, this is not what I do all day.

         16                 COMMISSIONER DONOVAN: Yes.

         17                 COUNCIL MEMBER LAPPIN: It is what you

         18  do all day.

         19                 COMMISSIONER DONOVAN: Hopefully not

         20  all day.

         21                 COUNCIL MEMBER LAPPIN: I'm still

         22  seeing, for somebody who doesn't, for whatever

         23  reason, choose to build a market rate condo, and I

         24  hope that they don't, I hope that they build some

         25  affordability, they're still going to make more
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          2  money with the 70/30 subsidy than they would at

          3  80/20. Not as much. I'm sorry, they would still make

          4  more either way than they would with just the market

          5  rate. They're still going to make more money.

          6  They're not going to make as much more money if they

          7  do 80/20. So, are you saying that that is sort of a

          8  magical -- where is sort of the magical

          9  decision-maker in terms of a developer saying I'm

         10  not going to build any affordability. I'm only going

         11  to build a market rate condo. So, you're saying that

         12  two percentage points is going to be the difference.

         13                 COMMISSIONER DONOVAN: First of all,

         14  just based on what you told me, I didn't hear a

         15  return for a market rate condo. You said a market

         16  rate rental.

         17                 COUNCIL MEMBER LAPPIN: Sorry.

         18                 COMMISSIONER DONOVAN: And there's no

         19  --

         20                 COUNCIL MEMBER LAPPIN: All rental.

         21                 COMMISSIONER DONOVAN: And there is no

         22  question that an 80/20 is more attractive than a

         23  straight market rate rental, and that's a good thing

         24  from my perspective.

         25                 What that means is that if a
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          2  developer chooses to build rental, they'll build an

          3  80/20. And in fact, as I talked about in the 1990s,

          4  that was basically what happened. You don't see

          5  really the development in Manhattan of 100 percent

          6  market rate rentals, you see 80/20s.

          7                 The real comparison is between the

          8  rental and 100 percent market rate condo. And you

          9  don't have those returns there.

         10                 And, again, my point was right now,

         11  or in recent years the disparity between 100 percent

         12  market rate condo and an 80/20 has been significant.

         13                 COUNCIL MEMBER LAPPIN: Right.

         14                 COMMISSIONER DONOVAN: If we get rid

         15  of certificates, you bring down the return of the

         16  condo, and with what's happening in the market, I

         17  think you're just getting to the breaking point

         18  where you might start to see developers go back to

         19  the 80/20. On your point, I'd want to see your

         20  numbers, because I think the disparity between the

         21  two would actually be greater between an 80/20 and a

         22  70/30. I think the 15 to 13 percent return

         23  understates the differential, and I would want to

         24  understand the details of the number. But even

         25  assuming it was a two percent difference, if you're
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          2  going from 15 percent to 13 percent, that is a

          3  substantial change in return. That's two percent out

          4  of 15 percent, you're talking about more than a ten

          5  percent reduction in the return. And I think it's

          6  fair to say you talk to any banker/investor, if

          7  they've got a choice between that 13 and that 15

          8  percent, it may not sound like a lot but that's a

          9  huge difference in return that really will steer

         10  investment decisions. And, again, I think it

         11  understates the difference. But even that is

         12  significant enough that it does tip the balance in

         13  these cases.

         14                 COUNCIL MEMBER LAPPIN: Okay. I just

         15  really want to understand this, because, you know,

         16  you're still a long way away from 25 percent or more

         17  building of market rate condos. So, you're still not

         18  at a point where I think the developer is going to

         19  say I want to build a rental. So, I'm just, I'm not

         20  sure what makes them decide that they want to build

         21  a rental instead of a condo, if there's such a large

         22  disparity, which is what currently exists. But what

         23  I'm hearing you say is that would really make a

         24  difference even though if they for some reason

         25  decide to do a rental instead of a condo, at 70/30
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          2  they're still going to be making a lot more money

          3  than they would at market rental.

          4                 COMMISSIONER DONOVAN: Again, the

          5  right comparison is to the condo alternative. And

          6  that's what we're seeing in the market today,

          7  because all of those same developers are competing

          8  for land, right? So, what you're willing to pay for

          9  land, depends on looking at all the options. Not

         10  just I have to build a rental, so I'm only going to

         11  think about developing a rental. It's you're

         12  competing, even if you're a rental developer you're

         13  competing against condo developers to buy land. And

         14  if the condo is a more attractive option, that's the

         15  one that people are going to -- but let me just try

         16  to get to your point of how do we try to close this

         17  gap. Here is part of the answer and example too.

         18  Right now 421-A through the certificate program is

         19  providing, in this case, admittedly a $4 million

         20  average price is a somewhat extreme example,

         21  providing $275,000 per unit that goes to benefit the

         22  developer of the luxury condo, and to the buyer of

         23  that luxury condo.

         24                 If we can eliminate this by creating

         25  the fund as a better alternative, I think you begin
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          2  to give 80/20s a fighting chance in Manhattan in the

          3  market today.

          4                 But, again, what I wouldn't want them

          5  to do is give them a fighting chance, and then tie

          6  one leg behind their back, then adding to the 80/20

          7  a 70/30 and decreasing those returns. Because then I

          8  think you're going to handicap the affordable

          9  housing to a point where it's not going to get

         10  built.

         11                 COUNCIL MEMBER LAPPIN: Thank you, Mr.

         12  Chairman.

         13                 CHAIRPERSON DILAN: Thank you. Next is

         14  Council Member Palma, followed by Gerson.

         15                 COUNCIL MEMBER GERSON: Thank you, Mr.

         16  Chair.

         17                 Good afternoon, Commissioner. Thank

         18  you for your testimony. I think we're clear here

         19  today that our end goal is to have some real reform

         20  to 421-A and I believe this discussion has spurred

         21  that. I also believe that we as a City have a great

         22  opportunity to secure some real, to be able to

         23  create some real affordable housing.

         24                 With that said, I want to take you

         25  back to your testimony where, your presentation
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          2  where you went over the assessed value packs, and in

          3  one of the bullet points, I just want to ask you to

          4  further explain why do you feel the construction of

          5  middle and moderate income developments will be

          6  jeopardized, if they are included in the GEA?

          7                 COMMISSIONER DONOVAN: That's right.

          8                 Let me go back to this example, which

          9  again, specifically located in Queens, but could be

         10  representative of lots of other areas. And here is

         11  one in the Northwest Bronx, actually to take an area

         12  near your district, if not in your district. So,

         13  here is an example where expanding the exclusion

         14  area to say the Northwest Bronx in this case where

         15  typically you don't get 100-unit buildings, you get

         16  something like a 20-unit building, that what happens

         17  from the developer point of view is that right now

         18  you can just make a sort of reasonable return 18

         19  percent and that building gets built, and typically

         20  it would have prices that are affordable to middle

         21  income home-buyers, or to middle-income renters, or

         22  even low-income renters.

         23                 What happens is if you expand the

         24  exclusion zone to that area, that developer has two

         25  choices. First of all, they could build market rate
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          2  so 20 units market zero affordable with no 421-A

          3  benefits, and their return drops to a point that

          4  that building is no longer feasible. So, they won't

          5  do that. They won't build that middle-class

          6  development that they were otherwise going to build.

          7                 Alternatively, they would look at a

          8  return on cost for building the 20 percent

          9  affordable, the 80/20 on site that would be required

         10  by the exclusion zone.

         11                 And there and here the sort of

         12  federal 80/20 program couldn't be used because the

         13  bonds, the tax credits, all of those things that

         14  come with the larger 80/20 developments, can't be

         15  used, it's just not feasible to use them in a

         16  20-unit building. Even with the 25-year benefits in

         17  that case, the returns drop even farther.

         18                 So, from our perspective, what you

         19  get by expanding the exclusion zone to those areas,

         20  is no middle-income housing and no affordable

         21  housing. People would stop developing because that

         22  market is just not strong enough to support the

         23  continued development there with that.

         24                 And one thing I would point out, I've

         25  had numerous discussions with Council members,
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          2  particularly in the Bronx, who say we want more home

          3  ownership.

          4                 I have people who have grown up in my

          5  district that, you know, have worked their way up

          6  the ladder and they now finally can begin to buy

          7  their first home. And the problem is they can't find

          8  a home to buy in their district. So, ironically

          9  what's happening is here people who have climbed the

         10  ladder, ready to achieve the American dream, have

         11  grown up in the Bronx and are having to move outside

         12  of the City, to other boroughs, to be able to buy

         13  their first home.

         14                 So, we see this, again, it's not

         15  middle-income housing at the exclusion of low-income

         16  housing, we want to see both. We think this

         17  moderately-priced housing is a key part of the

         18  development of many communities around the City and

         19  we don't want to cut it off.

         20                 So, that's what happens from the

         21  development returns. At the same time, the impacts

         22  on the homeowner are also substantial. So what you

         23  see here again is that instead of being able to buy

         24  this $360,000 two-bedroom condo, with 30 percent of

         25  your income, the same family would be facing,
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          2  because their taxes would be so much higher, would

          3  be facing a 35 percent affordability burden, and no

          4  mortgage company will give you that mortgage at 35

          5  percent of your income.

          6                 And, so, those are the kind of

          7  effects that we're talking about that the exclusion

          8  zone we think will have on your district and many

          9  others, if we expand it.

         10                 And, again, the alternative, the

         11  exclusion zone, versus eliminating NPP and REMIC,

         12  which creates an incentive for affordable housing,

         13  and creating a fund which would be targeted to your

         14  district along with all of the South Bronx, that in

         15  the end will get more low-income housing built. So,

         16  we think this package of reforms, instead of getting

         17  less affordable housing and less middle-income

         18  housing, you'll get more affordable housing and more

         19  middle-income housing.

         20                 COUNCIL MEMBER PALMA: So, would the

         21  reform, in regards to the way you are presenting it

         22  to us, if we expand the exclusion to cover Citywide,

         23  the developers will now be eligible for REMIC or

         24  NPP? No benefits. No other abatements at all? No

         25  other subsidies?
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          2                 COMMISSIONER DONOVAN: That's right.

          3                 The only way they would get those

          4  benefits, the only way, would be doing on-site

          5  affordable housing.

          6                 COUNCIL MEMBER PALMA: Okay. And in

          7  regards --

          8                 COMMISSIONER DONOVAN: And, again,

          9  just to reemphasize, with a 20-unit building, it's

         10  nearly impossible to do on-site affordable, 20

         11  percent affordable housing. It just doesn't work,

         12  given the size of the building, the requirements of

         13  monitoring and all of those things, and the programs

         14  that are available.

         15                 COUNCIL MEMBER PALMA: I'm not a

         16  developer, and of course I'm not in your shoes

         17  either, but I think that's where we disagree, but I

         18  think the discussion, we're allowed to disagree on

         19  some points.

         20                 In terms of the Fund, who is going --

         21  you said that the fund is going to be created, money

         22  is going to be put forward up-front, and then in

         23  order to be sustained, we're going to be making

         24  payments into that fund?

         25                 COMMISSIONER DONOVAN: No, no, no.
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          2  Assume $400 million is transferred today to the

          3  Housing Development Corporation, HDC, a portion of

          4  that money would obviously be spent each year. The

          5  rest of it would be invested and earn interest,

          6  right. So, it will be growing over the years from

          7  that $400 million. At the same time, money that is

          8  spent each year on affordable housing will be given

          9  through these very low interest, typically one

         10  percent loans, and down the line when say it's a 20-

         11  or a 30-year loan, when that gets repaid to HDC,

         12  that money can then be relent for affordable

         13  housing. So, what you end up with, even if it's just

         14  $400 million transferred today, is an ongoing

         15  recycled fund that based on our assumptions about

         16  interest rates and repayments, would be available in

         17  perpetuity.

         18                 COUNCIL MEMBER PALMA: And all of this

         19  money coming from the City?

         20                 COMMISSIONER DOCTOROFF: That's right.

         21                 COUNCIL MEMBER PALMA: No developer.

         22  No one else.

         23                 COMMISSIONER DOCTOROFF: That's right.

         24  The agreement would be, again, assuming we eliminate

         25  the certificate program, and somebody mentioned
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          2  earlier that the risk that the State could put back

          3  the certificate program would eliminate this money,

          4  but it's money that is projected as savings from the

          5  elimination of a certificate program.

          6                 COUNCIL MEMBER PALMA: And Mr. Chair,

          7  with your permission, I have a follow-up question,

          8  but I need to like run out really quick, but I don't

          9  know if Mr. Donovan will be here by the time I get

         10  back. So, can I ask it?

         11                 CHAIRPERSON DILAN: I think he's

         12  pretty much committed to stay for as long as we have

         13  questions for him. I would appreciate it if we could

         14  get on and then you can get back to it in another

         15  round. With the interest of time and many people

         16  wanting to testify, I'm going to try to move the

         17  proceedings along. But I understand that all the

         18  questions that we have along this are very important

         19  and I want them all to be asked and answered.

         20                 COUNCIL MEMBER PALMA: I'll stay to

         21  make sure then.

         22                 CHAIRPERSON DILAN: Okay, thank you.

         23                 Next we'll go to Council Member

         24  Gerson, followed by Mendez.

         25                 COUNCIL MEMBER GERSON: Thank you very
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          2  much, Mr. Chair. Thank you for allowing me to

          3  participate as a non-Committee member.

          4                 Commissioner, it's always great to

          5  see you, and it's always special to see you with

          6  Deputy Commissioner Rosenberg here, and we really

          7  appreciate the work he's done in our district.

          8                 I want to ask you two questions on

          9  the overlap between the 421-A proposal and two other

         10  phenomena or other dynamics which haven't really

         11  come up thus far, but may be relevant, at least in

         12  part of the City.

         13                 The first is the interplay between

         14  the 421-A proposals and the zoning, the City zoning

         15  resolution. And as you know, in some parts of the

         16  City there will be an overlap between the proposed

         17  new or expanded exclusionary zones and zoning, the

         18  zoning map where an inclusionary zoning bonus is

         19  available.

         20                 Without going into the specific

         21  numbers at this point, I would just like to ask you

         22  a question of kind of general principle, and then of

         23  course we can follow up.

         24                 Does it not make sense where you have

         25  a developer who can benefit both from inclusionary
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          2  zoning bonus and, or bump-up in allowable FAR, and

          3  the tax benefits from the proposed 421-A program,

          4  that in those situations, should we not through one

          5  mechanism or another, assure that the outcome

          6  generates more than 20 percent or more than the

          7  80/20 that is required by the 421-A program alone?

          8                 And I know that has in fact been the

          9  negotiated outcome in some situations, and perhaps

         10  not in others, but there are a lot of -- I'm talking

         11  prospectively going forward now as we are in the

         12  process of redrawing the zoning map in many

         13  districts where this will happen. As we go forward

         14  prospectively, should we not ensure where a

         15  developer is getting both an FAR bonus and a 421-A

         16  tax credit bonus, that that development includes

         17  more than that 20 percent of affordable housing.

         18  Does that sound like a good principle?

         19                 COMMISSIONER DONOVAN: Well, I guess I

         20  would go back to the fundamental issue that we've

         21  talked about throughout the testimony which would

         22  give you the answer that, well, it depends.

         23  Unfortunately, you know, they say about real estate

         24  "location location location," it's impossible I

         25  think to draw a single sort of principle that works
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          2  everywhere because the markets are so different in

          3  so many places. So, the answer is you really have to

          4  look very carefully, sort of block by block when

          5  you're doing a rezoning to understand what the

          6  inclusionary program would look like. And I think

          7  the rezonings that we've done have really shown

          8  that. Where when we're rezoning an area, there are

          9  particular areas where we've used inclusionary and

         10  other areas where we haven't. And we've also had

         11  varying percentages of requirements at different

         12  income levels, depending on the community.

         13                 So, just to take an example, in

         14  Hudson Yards, which is a very strong market, we

         15  sized the bonus to get to an 80/20 requirement for

         16  low income, and then we also had options that were

         17  25 and 30 percent affordable housing, depending on

         18  the income levels that you serve, and there the

         19  economics worked. But it's very different we're

         20  currently working on an inclusionary program for

         21  part of the Sherman Creek rezoning. There the

         22  economics are very, very different. And, so, we're

         23  focusing it and sizing the density bonus to make

         24  that 80/20 work there based on very different

         25  economics.
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          2                 So, the bottom line is that that is

          3  something that we are willing to look at, and

          4  certainly on a rezoning by rezoning basis, as we did

          5  in Hudson Yards, as we did in Greenpoint

          6  Williamsburg, that we will, sometimes incorporate

          7  different income levels and different requirements

          8  that go higher than the 20 percent, but I don't

          9  think you can say sort of on a blanket basis

         10  independent of what the underlying economics are,

         11  that it always works that you go higher than 20

         12  percent in those rezonings.

         13                 COUNCIL MEMBER GERSON: Well, Mr.

         14  Chair, I definitely want to follow up on this point.

         15  I want to stick to your two question limit, and I

         16  appreciate, Mr. Commissioner, your statement that

         17  this is something you're willing to look at, I would

         18  think, however, given, and just a comment, to be

         19  continued in discussion, I would think, given the

         20  strength of the real estate development market,

         21  certainly in Manhattan, and probably in the rest of

         22  the City where you have extended, to where you have

         23  extended the exclusionary zone, which is really

         24  where the area to which I confine my question, that

         25  it is clear enough that development in the real
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          2  estate market is hot enough and strong enough that

          3  if you're getting both benefits, excuse me, if

          4  you're getting both benefits, we should be able to

          5  say as a matter of principle that we can do better

          6  than 20 percent. And then the question of how much

          7  better, whether it is 27 percent, as I think you

          8  wound up in the development you cited, or 30 or 35

          9  and the depth of the income level that is defined as

         10  affordable, that may vary somewhat, but I would

         11  hate, and although I think in Manhattan that we

         12  could come up with a certain minimum that is better

         13  than 20 percent. So, I would hate, as we go forward

         14  --

         15                 CHAIRPERSON DILAN: Council member, I

         16  need you to get to that question.

         17                 COUNCIL MEMBER GERSON: No, I'm

         18  concluded, and I look forward to continuing with the

         19  discussion.

         20                 My second and final question relates

         21  to another dynamic that overlaps, and that is

         22  situations where you are experiencing a radical, if

         23  you will, transformation due to the real estate

         24  market, or on the verge of a radical transformation,

         25  from low to very low income neighborhoods, to very
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          2  high income neighborhoods. In other words, the

          3  experience of rapid gentrification, if you will, in

          4  layperson's terms. Which we have seen in pockets of

          5  the City and on which we're seeing signs of the

          6  Lower East Side and Chinatown, where you still have

          7  enough poverty areas that, impoverished areas, that

          8  we would qualify, what were listed as one of the

          9  targeted areas for the Fund that you're setting up,

         10  but if the trend continues, you're seeing a radical

         11  transformation in those areas, does it not make

         12  sense also, in those areas, not also, does it not

         13  make sense to require a deeper, lower income

         14  definition of affordability and/or, again, an

         15  expanded affordability requirement beyond 20 percent

         16  to assure that you are not fueling the displacement

         17  that will happen if you don't preserve -- that will

         18  happen in these historically low income areas

         19  without a significant core of housing availability

         20  at the lower levels? And should we take into account

         21  those situations where you have very low-income

         22  areas that are experiencing a very hot real estate

         23  market and require a greater affordability

         24  requirement at one level or another; how do we do

         25  that?
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          2                 COMMISSIONER DONOVAN: First of all,

          3  just to your first comment, again, I would point to

          4  the history of what's happened in the Manhattan

          5  market over the last few years. Your suggestion was,

          6  well the market is getting hotter and therefore we

          7  should increase the requirement. In fact, the

          8  history goes the other way, the market has gotten

          9  hotter, and fewer and fewer people have actually

         10  done 80/20s in that market. So, I don't think it's

         11  as simple as saying the market is stronger, we can

         12  increase the percentage. In fact, it's gone the

         13  other direction.

         14                 COUNCIL MEMBER GERSON: With the

         15  zoning bonus. It's not without the zoning bonus.

         16                 COMMISSIONER DONOVAN: And, again, we

         17  have been willing to do it in some of the strongest

         18  markets, but it's something that we have to look at

         19  on a case-by-case basis.

         20                 Second of all, on this issue about

         21  the lowest income areas, I would make a couple

         22  comments about that.

         23                 Again, I would go back to the

         24  analysis that I showed in my testimony that

         25  expanding the exclusion zone to those areas is not
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          2  going to get you more affordable housing, low-income

          3  housing, extremely low-income housing, because the

          4  economics simply don't work, both because of the

          5  density and because of the strength of the market.

          6                 On the other side, one of the real

          7  reasons why we actually liked the idea that the

          8  Council came up with of targeting this fund to the

          9  highest poverty districts, is because that will

         10  ensure that we do get more affordable housing, and

         11  because this Fund is flexible, it can be added to

         12  our existing program to target incomes at an even

         13  lower level.

         14                 Because we agree that we do need to

         15  have more housing, not just at 50 percent of median

         16  income, which is typically what the 80/20s get to,

         17  but in fact to get down to 30 percent of median or

         18  below. We started a housing trust fund from the

         19  Battery Park City money to target those income

         20  groups, and we're doing a lot of work to try and get

         21  to those low-income, those lowest-income units, and

         22  we think this new fund can be a powerful tool to try

         23  and target those areas as well.

         24                 On the other hand, and again, I will

         25  go back to the example I have used before, I have
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          2  heard extensively from the Bronx members, just to

          3  take an example, who represent literally the poorest

          4  Council districts in the City, that they have a real

          5  need for home ownership development. And they want

          6  to make sure that people who have worked their way

          7  up from being low income that are breaking into the

          8  middle class, have an opportunity to buy a first

          9  home, and so expanding the exclusion area, taking

         10  away 421-A benefits, just at a time when the market

         11  for that moderately priced ownership is just

         12  beginning to take hold in the neighborhoods, after

         13  years of doing partnership housing and Neimeyer

         14  housing (phonetic), and other kinds of housing to

         15  sort of lay the ground work for home ownership to

         16  begin to happen in those neighborhoods, I would say

         17  that it's not what we want to do in those areas to

         18  ensure basically that only low-income housing gets

         19  produced. We need a balance and we need to

         20  incentivize both. And we think the 486 bill before

         21  you is the right balance of different pieces to make

         22  sure that we target the resources that are needed to

         23  gentrifying areas as well.

         24                 COUNCIL MEMBER GERSON: Well, thank

         25  you, Mr. Chair. No one is suggesting that we produce
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          2  only low or very low income housing. You're right.

          3  The question is the balance. And I'm suggesting

          4  where you have before the extension of the

          5  inclusionary zone, displacement pressures, as you

          6  just said, that extension will not --

          7                 CHAIRPERSON DILAN: Council Member --

          8                 COUNCIL MEMBER GERSON: -- Be

          9  sensitive to reaching the right balance. That's all

         10  for now.

         11                 CHAIRPERSON DILAN: Thank you. I hate

         12  to interrupt, but we have to move on. And I thank

         13  you --

         14                 COUNCIL MEMBER GERSON: Thank you very

         15  much, Mr. Chair. And I look forward to continuing

         16  the conversation.

         17                 CHAIRPERSON DILAN: Council Member

         18  Mendez.

         19                 COUNCIL MEMBER MENDEZ: Thank you,

         20  Chair Dilan.

         21                 Commissioner Donovan, my first

         22  question is in Intro. 486, it authorizes HPD to

         23  require 421-A recipients to pay building service

         24  workers a prevailing wage.

         25                 If you are given this authority, will
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          2  you use it to require that building service workers

          3  in 421-A -- I've been saying that number so much in

          4  the last few weeks, I can't get it out anymore.

          5                 COMMISSIONER DONOVAN: The Mayor just

          6  says seven now because --

          7                 COUNCIL MEMBER MENDEZ: You add it all

          8  up.

          9                 COMMISSIONER DONOVAN: -- Four plus

         10  two plus one equals seven. It's easier.

         11                 COUNCIL MEMBER MENDEZ: Will you

         12  require that building service workers under the

         13  421-A program are paid, in these buildings, are paid

         14  a prevailing wage? What are the parameters that you

         15  will set for this requirement?

         16                 COMMISSIONER DONOVAN: Excuse me just

         17  one moment.

         18                 First of all, I want to just be clear

         19  about the context here, and to make clear that the

         20  Administration has had significant concerns about a

         21  legislative requirement through 421-A that would

         22  require building service workers to be paid.

         23  Because, frankly, it has nothing to do, we fully

         24  support decent-paying jobs. The concern that we've

         25  had is that it would be ironic to, as we're trying
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          2  to craft 421-A into a program that does a lot more

          3  to incentivize affordable housing, that we would

          4  impose a requirement on developers that are building

          5  affordable housing that wouldn't apply to developers

          6  that are doing luxury development.

          7                 So, we have had concerns that I think

          8  the Administration has expressed clearly about doing

          9  what you're talking about within the legislation

         10  that the Council is proposing or at the state level

         11  and we've expressed those concerns.

         12                 Having said that, the language that

         13  was added to the Council bill that would give us the

         14  authority, essentially through a non-statutory

         15  direction, is something that we think may be a good

         16  compromise, in terms of a way to do it.

         17                 It is something that we're looking at

         18  and we very much look forward to working with the

         19  Council on figuring out a way that it might be

         20  implemented in a way that ensures good-paying jobs,

         21  while at the same time not disadvantaging affordable

         22  housing relative to market rate housing.

         23                 COUNCIL MEMBER MENDEZ: I'm sort of

         24  afraid to ask any follow-up questions. They might be

         25  used as my second question, so we'll leave it there.
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          2                 CHAIRPERSON DILAN: You're allowed a

          3  follow-up. One.

          4                 COUNCIL MEMBER MENDEZ: Commissioner

          5  Donovan, earlier you admitted that the AV evaluation

          6  is an unpredictable measure. My experience on the

          7  Lower East Side during the last ten years has been

          8  that market conditions there has changed

          9  drastically, and now you, HPD, is supporting the

         10  boundaries set in 486, Intro. 486, which is

         11  different boundaries than those proposed in the

         12  original task force.

         13                 I want to know, what is the objective

         14  criteria for the exclusion zone? I understand we're

         15  going to get a boundary revision commission. I know

         16  my predecessor, during her eight years in office,

         17  tried to change the boundaries so that it wouldn't

         18  have the devastating affect in our community that

         19  it's had, and it's been unsuccessful.

         20                 So, what is the criteria that this

         21  new commission would follow? What are the objective

         22  criterias? And what are the criterias now? Because

         23  certainly buildings in midtown must have a different

         24  criteria than buildings in some parts of Brooklyn

         25  that are in the exclusion zone, but they're also in
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          2  the exclusion zone?

          3                 COMMISSIONER DONOVAN: First of all, I

          4  would say that, I tried to outline it in my

          5  testimony to some degree, but we would be happy to

          6  spend more time with you, or any Council member, to

          7  share the detailed analysis that was done by the

          8  Task Force, since it was put together. The criteria

          9  that were used there were looking at both sufficient

         10  density that would allow 80/20 on-site development

         11  to be feasible, as well as strong enough economics

         12  to make 80/20 on-site development feasible.

         13                 And it was that combination of things

         14  that we looked at in detail and did a significant

         15  amount of analysis on to make sure that we targeted

         16  the right neighborhood.

         17                 A similar, although I think we're

         18  certainly open to discussion about the details, but

         19  a similar kind of analysis I think would make sense

         20  for the boundary revision commission to follow, to

         21  look at on a regular basis every two years, to make

         22  sure that we update the lines of the exclusion zone,

         23  and clearly a range of factors, and again, we'd be

         24  happy to share an analysis, will go into those kind

         25  of calculations to make sure that it's changed.
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          2                 One general point I would make here

          3  is that while there is some disagreement on the

          4  details of the various proposals, I would point out

          5  that Mayor Bloomberg initiated the process of this

          6  reform by when he announced the new Housing

          7  Marketplace Plan, saying that 421-A was outdated,

          8  and clearly there are areas that today are not in

          9  the exclusion zone that need to be. And, so, while

         10  we may disagree about those boundaries, clearly we

         11  felt, the Administration felt strongly that it

         12  needed to be reformed, and that reform has proved

         13  elusive for the last 35 years. There had been no

         14  changes, other than the rezonings done during the

         15  Bloomberg Administration, to the exclusion zone

         16  since it was first introduced.

         17                 So, I think we have shown, not just a

         18  willingness, but in fact a desire to look at, on a

         19  regular basis, what's happening in the market, and

         20  to update the exclusion zone and the other

         21  provisions of 421-A based on what is happening in

         22  the market, based on objective analysis that is

         23  transparent and open.

         24                 So, we feel that this boundary

         25  revision commission is an extension of a spirit.
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          2  It's a great idea to come up with by the Speaker's

          3  Office and the Council, but it's one that we think

          4  is very much in the spirit of the kind of dialogue

          5  and transparency and changes, appetite for changes

          6  that the Administration has shown.

          7                 COUNCIL MEMBER MENDEZ: If you can

          8  clarify for me the objective criteria then for

          9  setting this exclusion zone?  Is simply looking at

         10  sufficient density to make certain that 80/20 is

         11  feasible, is that the only criteria?

         12                 COMMISSIONER DONOVAN: No. In addition

         13  to that you'd look at economic feasibility.

         14                 So, ultimately the figure that you

         15  would want to look at to determine it is

         16  profitability. That's sort of the key, that and the

         17  density, the profitability and the density are the

         18  two key variables.

         19                 But, obviously, in order to get to

         20  profitability, and I showed you a number of charts

         21  about the returns that are necessary, both for

         22  rentals and the condominiums in the market today to

         23  make them feasible, to get to that profitability

         24  there are a number of different variables that feed

         25  into that. Land price is obviously one of them,
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          2  construction cost is another, rents and sales

          3  prices, and a range of others that feed into that

          4  calculation of profitability.

          5                 So, again, I would be happy to share

          6  a more detailed version of the analysis that was

          7  done and then to understand it again. We're open to

          8  discussions with the Council about the way the

          9  boundary revision commission would look at this, but

         10  those are the sort of fundamental variables that we

         11  look at in order to reach the kind of threshold

         12  returns that I've shown in my presentation.

         13                 COUNCIL MEMBER MENDEZ: Out of respect

         14  to my chair --

         15                 CHAIRPERSON DILAN: Thank you.

         16                 COUNCIL MEMBER MENDEZ: -- And my

         17  colleagues, I would love to sit down with you, but I

         18  also must add that if we're giving tax incentives to

         19  any developers, that they should at least be paying

         20  their workers prevailing wage.

         21                 Thank you, Mr. Chair.

         22                 CHAIRPERSON DILAN: Thank you.

         23                 Next is Council Member Reyna.

         24                 COUNCIL MEMBER REYNA: Thank you, Mr.

         25  Chair. I have a point of clarification but I don't
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          2  want it to be counted towards my questions.

          3                 CHAIRPERSON DILAN: You have to ask a

          4  question.

          5                 COUNCIL MEMBER REYNA: Well, there

          6  will be a question if there's clarification. Because

          7  I understood there, from the Commissioner of NPP

          8  REMIC -- first of all, I want to thank the

          9  Administration for finally listening to the concerns

         10  of members, such as myself, who from day one has

         11  criticized the 421-A program, and how government,

         12  you know, throughout the years never took a closer

         13  look as to how to use this as a tool to provide

         14  affordable housing. Finally we're at that stage. So,

         15  I want there to be productive discussion. I know

         16  that I have not had the privilege to sit down with

         17  you to raise my concerns. I'm sure you've heard them

         18  in the past, but to refresh your mind, I'd

         19  appreciate that opportunity.

         20                 Separate and aside, you had mentioned

         21  the NPP REMIC program and the elimination of these

         22  areas, I heard you mention. But isn't it true that

         23  it's not that it's been eliminated, but rather

         24  restructured, so that now it's no longer a 25-year

         25  as-of-right program, it's an area that now will
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          2  allow 15 years as of right development for a 421-A

          3  tax abatement, and if you provide affordable

          4  housing, it will allow more than 15 years. Twenty,

          5  if not possibly 25.

          6                 In addition to that, they will be

          7  able to access the $400 million fund and I tell you,

          8  it's ingenuous how you've been able to crack the

          9  fund that will be in perpetuity because it's going

         10  to be lent at a low interest, one percent rate, so

         11  that you'll always have those funds. I applaud you

         12  for that, because that's exactly what we have to

         13  think to make sure that we never run out.

         14                 But I needed to hear that

         15  clarification, because it's not elimination, it's a

         16  restructuring, correct?

         17                 COMMISSIONER DONOVAN: In fact, it is

         18  an elimination, and let me just go back to this

         19  chart to show you.

         20                 As I outlined at the beginning, there

         21  are really three different areas where the 421-A

         22  program works differently. In the geographic

         23  exclusion area there are benefits only for

         24  affordable housing, whereas in the REMIC and NPP,

         25  there are no incentives for affordable housing.
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          2  Everybody doing development there of the right-sized

          3  buildings is eligible for the 25-year benefits.

          4                 The other areas that aren't in the

          5  REMIC and NPP, but also aren't in the exclusion

          6  area, get a 15-year benefit for market rate housing

          7  and a 25-year benefit for affordable housing

          8  on-site. So what that means, if you look at this

          9  map, is that by eliminating these REMIC and NPP

         10  areas, eliminating that option, all of these areas

         11  then become like these other areas in the City, the

         12  white areas on the map. In other words, they fall

         13  back into the regular 421-A program, which is a

         14  standard level of benefits for market rate housing,

         15  in this case 15, and enhanced benefit for 25.

         16                 So, just to say it in a different

         17  way, you're correct about the outcome, which is you

         18  still have some benefit for moderately priced

         19  development, but you only get the full benefit, the

         20  25-year benefit, by doing affordable housing.

         21                 But the way that we get to that is by

         22  eliminating the REMIC and NPP area so that they

         23  become like everywhere else in the City, outside of

         24  the exclusion zone.

         25                 COUNCIL MEMBER REYNA: So, it's a
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          2  technical appearance of doing away with one program

          3  and implementing a whole new other. But it's still

          4  NPP REMIC, it's still as as-of-right for 15 year.

          5                 COMMISSIONER DONOVAN: But, again, the

          6  as-of-right for 15 year is available outside of

          7  REMIC NPP area. So, it's not creating a new option,

          8  it's just taking -- all the REMIC and NPP area, or

          9  what a REMIC and NPP area does is to increase the

         10  as-of-right benefits from 15 years to 25 years.

         11  That's what REMIC NPP does, right? So, by

         12  eliminating the REMIC NPP, you take away that

         13  benefit, and by doing that create, in all of these

         14  areas that are the blue, all of these areas you

         15  create an incentive to do affordable housing where

         16  there wasn't one before.

         17                 So, that's an important, a very, very

         18  important change that it's not just a technical

         19  change. It's a real change. It creates incentives to

         20  do affordable housing where there wasn't one before.

         21                 COUNCIL MEMBER REYNA: And so in the

         22  blank areas, that's 15 year 421-A benefits.

         23                 COMMISSIONER DONOVAN: In the white

         24  areas currently. That's right.

         25                 COUNCIL MEMBER REYNA: And the blue
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          2  areas are now running concurrent with what has been

          3  the case in the white areas?

          4                 COMMISSIONER DONOVAN: If we eliminate

          5  the REMIC NPP. That's correct.

          6                 COUNCIL MEMBER REYNA: The only

          7  exception is that in the blue areas we're creating

          8  affordable housing because there will be an option,

          9  a 25 year, if you produce affordable housing.

         10                 COMMISSIONER DONOVAN: You're creating

         11  an incentive for affordable housing by doing that.

         12                 You're also lowering -- you're

         13  creating an AVP cap at 65,000, will also create an

         14  incentive in those areas to do affordable housing.

         15  And in some cases, take your district as an example,

         16  right now a REMIC or NPP area runs all the way to

         17  the waterfront in Williamsburg here. So, in part of

         18  this area, or the Council bill would create an

         19  exclusion zone there. So in some REMIC and NPP areas

         20  it's also in parts of Harlem, it's going from REMIC

         21  NPP to exclusion zone. So, there are a range of ways

         22  beyond the removal of the REMIC NPP that were

         23  incentivizing affordable housing. But make no

         24  mistake, eliminating the REMIC NPP is a big

         25  incentive to do affordable housing.
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          2                 COUNCIL MEMBER REYNA: So why not use

          3  the NPP REMIC boundaries to be expanded so that it

          4  captures everything that's in the white area? You're

          5  still allowing a 15 year, but now you have an option

          6  to do for 25 years.

          7                 COMMISSIONER DONOVAN: Already in the

          8  white areas there is an option for 25 years with

          9  affordable housing. That already exists.

         10                 So, in these white areas, you have

         11  two options: 15 year as-of-right benefits for, you

         12  know, market rate production, which in these areas

         13  is generally middle class or affordable to

         14  low-income, or you can get 25-year benefits if you

         15  do on-site affordable housing. That option already

         16  exists in the white areas, okay? So you don't have

         17  to create that in the REMIC NPP areas. As long as

         18  you take away the REMIC NPP, you get 15-year for

         19  market rate, and 25 years for low-income affordable.

         20                 COUNCIL MEMBER REYNA: Okay --

         21                 CHAIRPERSON DILAN: Council member.

         22                 COUNCIL MEMBER REYNA: That was the

         23  follow-up.

         24                 CHAIRPERSON DILAN: That was three, I

         25  have to move on.
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          2                 COUNCIL MEMBER REYNA: That was not

          3  three.

          4                 CHAIRPERSON DILAN: With all due

          5  respect, I need you to really sum up because we have

          6  to move on.

          7                 COUNCIL MEMBER REYNA: The 421-A

          8  geographic exclusion zone, the area, as far as the

          9  map is concerned, there is orange dots that you've

         10  mapped out, and along Broadway going into Bushwick,

         11  only two City streets were identified. Three, to be

         12  exact, if you include Broadway, that do not capture

         13  any of the orange dots.

         14                 I go back to the whole conversation

         15  you had with Council Member Mendez, as far as what

         16  objective criteria was used to identify exclusion

         17  areas. And, so, if you're telling me that the 421-A

         18  mapping of these dots was one of the indicators, I

         19  would think that Bushwick, on the northern end,

         20  would have been captured in the exclusion, but, in

         21  fact, it was not.

         22                 And what we were absolutely in Corona

         23  -- because it's clearly there. And, so, what

         24  objective criteria was used in mapping the lines or

         25  the boundaries for the geographic exclusion area, if
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          2  not using this?

          3                 COMMISSIONER DONOVAN: Okay, so, just

          4  to be clear, this was not used in any way to

          5  determine the geographic exclusion area. And there

          6  is no connection between this chart and the strength

          7  of the market.

          8                 In other words, you know, you see

          9  lots of dots in the South Bronx, correctly as you

         10  pointed out, this is completely independent of the

         11  strength of the market, because there are a whole

         12  range of neighborhoods that are being shown.

         13                 What this chart was showing is that

         14  there are significant areas of the City that are

         15  currently in REMIC NPP, you correctly point out

         16  Bushwick, areas in Queens, in the Bronx, in Northern

         17  Manhattan, other areas in Brooklyn, that are

         18  currently in REMIC NPP, that get 25-year benefits

         19  for doing market rate housing. Literally there is no

         20  incentive now in the 421-A program to create

         21  affordable housing.

         22                 So, again, the proposal to eliminate

         23  the REMIC and NPP would change these orange dots to

         24  blue dots. So, these areas would now have, you'd be

         25  taking away a benefit from market rate housing, and
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          2  you'd be creating a big incentive to do affordable

          3  housing, the first time in these areas.

          4                 So, in fact, the recommendations

          5  contained both within the task force and the 486

          6  proposal would create a significant incentive for

          7  affordable housing where these orange dots are

          8  clustered, because those are the REMIC and NPP

          9  areas.

         10                 And on the geographic exclusion zone,

         11  and let me see if I can just pull that up, these are

         12  the dots that I was talking about that were looked

         13  at to do the analysis. And, again, I'd be happy to

         14  share a more detailed analysis, but fundamentally we

         15  looked at both density that is sufficient to allow

         16  80/20 on-site development, as well as strong enough

         17  market, in terms of profitability to also make that

         18  80/20 on-site feasible. We looked at all of these

         19  neighborhoods and identified these nine as the areas

         20  where both of those criteria were met.

         21                 COUNCIL MEMBER REYNA: That's the

         22  sufficient density that you were talking about?

         23                 COMMISSIONER DONOVAN: Sufficient

         24  density and profitability.

         25                 COUNCIL MEMBER REYNA: And the
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          2  sufficient density is directly linked with zoned

          3  areas appropriately, so that an R6 would allow, if

          4  you have the proper engineers to be able to say,

          5  okay, you can cluster lots and build higher using

          6  zoning. And so now you're going to have sufficient

          7  density where perhaps you thought might not have

          8  been there because now developers are smartly just

          9  using what we've crafted in government and thought

         10  would be utilized one way is now being used

         11  differently.

         12                 COMMISSIONER DONOVAN: Well, R6, it

         13  would be very borderline. I mean, it's possible,

         14  obviously, to accumulate a large site.

         15                 COUNCIL MEMBER REYNA: That's where

         16  those orange dots were used.

         17                 COMMISSIONER DONOVAN: That's right.

         18  There the orange dots represent 25-year benefits

         19  with no on-site affordability. So, that could be

         20  just a three-unit home. It could be a ten-unit

         21  rental development or condominium development. Those

         22  orange dots, because they're in REMIC NPP, get those

         23  extended benefits with no on-site affordability.

         24                 That's very different from the kind

         25  of analysis that we're doing to get to the 80/20,
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          2  whether the 80/20 --

          3                 COUNCIL MEMBER REYNA: And that

          4  analysis, you would prefer REMIC NPP rather than an

          5  excluded area?

          6                 COMMISSIONER DONOVAN: In those areas,

          7  we're proposing, and 486 has the same proposal, to

          8  eliminate the REMIC NPP area so that you only get 15

          9  years of benefits for doing market rate, and you get

         10  the ten-year extra 421-A benefits up to 25 year for

         11  on-site affordable.

         12                 COUNCIL MEMBER REYNA: I'd like to be

         13  on the next round.

         14                 CHAIRPERSON DILAN: Yes. We need to

         15  move on to Council Member Jackson.

         16                 COUNCIL MEMBER REYNA: Thank you.

         17                 Thank you, Commissioner.

         18                 COMMISSIONER DONOVAN: Thank you.

         19                 COUNCIL MEMBER JACKSON: Thank you,

         20  Mr. Chair. Good afternoon. Just a couple of quick

         21  questions.

         22                 You know, I co-chair the Black,

         23  Latino and Asian Caucus and I'm concerned about the

         24  entire City, but the bottom line that I want to know

         25  is that I represent part of Morningside Heights,
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          2  Hamilton Heights, Washington Heights, West Harlem

          3  and Inwood, and I want to know from you, how is this

          4  going to impact the people that I represent. That's

          5  what every member has to think about with respects

          6  to their district. And I looked at the orange dot,

          7  which you said 25 years, and there was only one

          8  orange dot in Northern Manhattan in 2006 mapping,

          9  and I don't know of any 421-A housing developments

         10  that were in my district, so I want to know, how

         11  would this program, the 421-A going to positively

         12  impact the people that I represent. Because let me

         13  tell you what I'm hearing and then you can answer

         14  that. They're saying, why should we give tax breaks

         15  to developers that are building housing or condos

         16  that we can't even afford or dream to afford or

         17  dream to afford, you know, when they're talking

         18  about anywhere from half a million to over $2

         19  million, and we can't afford that.

         20                 And, so, I ask the question of you,

         21  how is this 486 or anything else that you do going

         22  to benefit the people that I represent. Where the

         23  average family income, 2004, based on the census, is

         24  approximately $34,000 a year.

         25                 COMMISSIONER DONOVAN: I'd be happy to
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          2  do that.

          3                 Here is a map that shows the existing

          4  REMIC NPP areas, obviously covering all of South

          5  Bronx and additional areas, and also covering --

          6                 COUNCIL MEMBER JACKSON: All of

          7  Northern Manhattan.

          8                 COMMISSIONER DONOVAN: Right, all of

          9  Northern Manhattan.

         10                 COUNCIL MEMBER JACKSON: And I have

         11  seen that.

         12                 COMMISSIONER DONOVAN: So, the first

         13  thing it would do would be to eliminate the option

         14  for developers to get maximum 421-A benefits,

         15  25-year benefits, for doing market rate housing,

         16  okay? So, that alone creates a substantial incentive

         17  to create affordable housing in your district.

         18                 Second of all --

         19                 COUNCIL MEMBER JACKSON: But there is

         20  no guarantee that that will happen, though; is that

         21  correct? There's no guarantee.

         22                 COMMISSIONER DONOVAN: Again,

         23  development is a voluntary act, so there's nothing I

         24  can do or any City government official or anybody

         25  could do to guarantee the development of housing,
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          2  because in the end you need a private developer who

          3  is going to choose to build.

          4                 So, it creates a substantial

          5  incentive.  For the first time ever in your

          6  district, 421-A will be an incentive for affordable

          7  housing. So, that's one key thing.

          8                 Second of all, by imposing an

          9  assessed value cap, 486 would do it at $65,000. You

         10  mentioned a $2 million condominium, based on the

         11  analysis we've done we haven't seen $2 million

         12  condominiums in your district.

         13                 COUNCIL MEMBER JACKSON: No. But

         14  885,000 for a two-bedroom on 187th Street between

         15  Bennett and Overlook Terrace.

         16                 COMMISSIONER DONOVAN: Okay. So, take

         17  that example --

         18                 CHAIRPERSON DILAN: I'd like to ask

         19  the questions to be made by Council members, not

         20  Commissioners, also.

         21                 Continue, please.

         22                 COMMISSIONER DONOVAN: I apologize.

         23                 So, you would also, through this

         24  assessed value cap, significantly decrease the

         25  benefits going to these luxury units, whether it's
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          2  875 or a million or 2 million significantly decrease

          3  the benefits. And, again, that for a developer

          4  looking at their choices, pushes them towards doing

          5  more affordable housing, it creates more incentive

          6  for doing affordable housing.

          7                 Finally, what we would -- what 486

          8  would also do is create a $400 million fund that

          9  would be available, first of all, only outside of

         10  exclusion zones. So, if the exclusion zone was

         11  expanded to your district, you wouldn't be eligible

         12  for that fund.

         13                 So, not only are you eligible for the

         14  fund, but, in fact, your district would be one of

         15  the areas, because of exactly for the reason you

         16  talked about, because of then average income in your

         17  district, would be one of the 15 targeted areas for

         18  the fund. There are a total of about 55 of these sub

         19  borough areas, so 15 out of the 55 would be targeted

         20  for an increased share of the fund.

         21                 So, the combination of all of those

         22  different changes, I believe, would do a tremendous

         23  amount to spur the development of both poor,

         24  low-income housing, but also middle-income housing

         25  in your district.
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          2                 COUNCIL MEMBER JACKSON: And these are

          3  only for new start-ups; is that correct? Not rehabs.

          4                 COMMISSIONER DONOVAN: That's correct.

          5  421-A is only available for new construction, that's

          6  right.

          7                 We have lots of other programs for

          8  rehab.

          9                 COUNCIL MEMBER JACKSON: Assuming all

         10  of this went through and there was a $400 million

         11  fund, how does this impact at all the low- and

         12  middle-income housing initiative the Mayor has put

         13  forward about a year, year and a half ago?

         14                 COMMISSIONER DONOVAN: Well, in fact,

         15  in addition to the $400 million fund, the Mayor made

         16  a commitment when he announced the task force, at

         17  the same time he announced the dramatic expansion of

         18  the housing market place plan. It went from a 43

         19  billion plan from a $7.5 billion plan.

         20                 COUNCIL MEMBER JACKSON: For 167,000

         21  units?

         22                 COMMISSIONER DONOVAN: For 165,000

         23  units. Up from 65,000.

         24                 COUNCIL MEMBER JACKSON: How does it

         25  impact that then?
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          2                 COMMISSIONER DONOVAN: And one of the

          3  things he said is that, if we can -- that he was

          4  going to put additional funding into the budget, at

          5  least 200 million, assuming that this 421-A reform

          6  got done.

          7                 So, in addition to the 400 million,

          8  300 million dollars was added or has been added to

          9  HPD's budget to carry out the new Housing

         10  Marketplace Plan. So, in addition to the 400

         11  million, there are also benefits in terms of the

         12  expansion of the new Housing Marketplace Plan from

         13  these 421-A reforms.

         14                 COUNCIL MEMBER JACKSON: So, you're

         15  telling me that based on all of the components of

         16  486-A, my constituents would be better off now than

         17  they were under the current situation?

         18                 COMMISSIONER DONOVAN: I absolutely

         19  believe that they will get more low and

         20  moderate-income housing than they're currently

         21  getting because of the reform.

         22                 COUNCIL MEMBER JACKSON: And finally,

         23  Mr. Chair.

         24                 COMMISSIONER DONOVAN: And more than

         25  they would get if the exclusion zone was expanded --
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          2                 COUNCIL MEMBER JACKSON: Finally, I

          3  heard you talked about 80/20, based on the questions

          4  of 80/20, 70/30, do you think a mix of 75/25, is

          5  that workable? And I saw the charts and everything,

          6  as far as that you put forward with the 15 percent,

          7  but I hear people talking about 80/20 and 70/30 and

          8  we're talking about, and I hear people, we're

          9  talking about it. Do you think a viable solution

         10  could be 75/25 with the 50 or 60 percent AMI? Those

         11  are the two factors that we're talking about.

         12                 COMMISSIONER DONOVAN: Again, based on

         13  the information, the analysis that we've done, we

         14  believe that increasing the requirement from 80/20

         15  would only serve to push people out of doing

         16  affordable housing, rather than get more units

         17  built.

         18                 So, that five percent extra

         19  requirement would just mean that lots of developers

         20  who might otherwise do the 80/20 would actually not

         21  do it and would choose to do the 100 percent market

         22  rate.

         23                 Obviously, you know, given the nature

         24  of the work we do, we're always interested in trying

         25  to maximize affordable housing.
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          2                 We have programs that are 50 percent

          3  affordable, and a range, we have programs that are

          4  100 percent affordable, but again, that's different,

          5  having an option to do that is very different from a

          6  requirement that you do 75/25.

          7                 COUNCIL MEMBER JACKSON: You have many

          8  people that don't believe --

          9                 CHAIRPERSON DILAN: Council member.

         10                 COUNCIL MEMBER JACKSON: Yes, I know.

         11  This is the last point. You have many people that

         12  don't believe that to be the truth.

         13                 And can you provide me with

         14  documentation to show me and to show my people that

         15  that is in fact the truth based on statistics and

         16  the analysis, so that I can be able to be, have more

         17  knowledge on that particular subject?

         18                 COMMISSIONER DONOVAN: Absolutely. I

         19  showed a summary of that but we would be happy to

         20  provide the back-up.

         21                 COUNCIL MEMBER JACKSON: Thank you,

         22  Mr. Chair.

         23                 CHAIRPERSON DILAN: Thank you, Council

         24  Member Jackson.

         25                 Council Member James, followed by
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          2  Council Member Yassky, then that will conclude the

          3  first round of questioning, then we'll get into the

          4  second round of questioning. Time has limited my

          5  flexibility on the second round of questioning, so I

          6  will allow members for one question. Hopefully there

          7  will be no lead-up, and then we can get on to

          8  getting into the public hearing.

          9                 Council Member James.

         10                 COUNCIL MEMBER JAMES: Commissioner

         11  Donovan, just let me publicly thank you for all that

         12  you did on Tivoli Towers, as well as Borough

         13  President Markowitz, who has arrived, for assisting

         14  and saving over 300 units of Mitchell-Lama Housing

         15  in Crown Heights as a result of a restrictive

         16  covenant in their deed.

         17                 COMMISSIONER DONOVAN: And we had

         18  happy news on the lawsuit on that last week.

         19                 COUNCIL MEMBER JAMES: Thank you, yes.

         20                 COMMISSIONER DONOVAN: Yes, thank you.

         21                 COMMISSIONER DONOVAN: I appreciate

         22  that. I appreciate your work with us.

         23                 COUNCIL MEMBER JAMES: Thank you.

         24  Congratulations.

         25                 As you know, I represent Fort Green,

                                                            156

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  Clinton Hill, Prospect Heights, Crown Heights and

          3  parts of Bedford Stuyvesant. Let me publicly thank

          4  Speaker Quinn and your administration for including

          5  almost 70 percent of my district in an exclusion

          6  zone. It was not without a number of meetings, and a

          7  number of heated discussions, but I just want to

          8  thank you for including most of my district in the

          9  exclusion zone.

         10                 Crown Heights was left out, and I

         11  look forward to working with the State Legislature,

         12  State Legislature Assemblyman-elect Kareen Jeffries,

         13  to include Crown Heights in the exclusion zone.

         14                 I just want to, and the reason why I

         15  fought so hard for that was because of One Hanson

         16  Place, the Williamsburg Bank Building, which

         17  everybody knows, the tallest building in Brooklyn,

         18  icon of Brooklyn, owned by Magic Johnson. It's a

         19  shame, anyone who knows Magic Johnson, he should be

         20  ashamed of himself. Nothing but luxury housing going

         21  in that iconic building, a million dollars. Do not

         22  buy Starbucks.

         23                 Two, a building two blocks from

         24  public housing, million dollar co-ops going up. They

         25  should be ashamed of themselves. Residents of public
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          2  housing being displaced.

          3                 And in addition, One Eastern Parkway,

          4  a development going up by the beautiful Grand Army

          5  Plaza, beautiful tree. Million dollar, million plus

          6  co-ops and condominiums. None of the residents from

          7  downtown Brooklyn, from Fort Green, Clinton Hill,

          8  Prospect Heights, Crown Heights, can afford any of

          9  those developments. They're all being marketed to

         10  Manhattan people. This is the Manhattanization of

         11  Brooklyn, and I will stand up to fight for Brooklyn

         12  every time.

         13                 Let me also say this, that there was

         14  a scenario that was listed in the handout that was

         15  passed out where it says a development in Midtown

         16  Manhattan with apartments selling for an average of

         17  $4 million, and each unit currently receives about

         18  $300,000 in lifetime 421-A benefits. Any development

         19  in Manhattan where apartments are selling for an

         20  average of $4 million, clearly, clearly they're

         21  going to make significant profits and I just think

         22  20 percent is too low.

         23                 And I think on projects where you

         24  have units selling for $4 million, and in the case

         25  of my district selling for 1 million and upwards,

                                                            158

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  clearly 20 percent is insufficient, and 30 percent

          3  of the units should be set aside for affordable

          4  housing.

          5                 And let me just go to the affordable

          6  housing. The AMI currently under this bill is set at

          7  80 percent. That would mean in layman's term for a

          8  family of four, they would have to earn 60 something

          9  thousand, yes? Okay. That's too high.

         10                 I think the AMI should be reduced to

         11  50 percent. Fifty or 60. And the reason why I say

         12  that is that most affordable housing experts tell me

         13  that when they issue bonds, that the AMI is usually

         14  set at 40 or 50, which is more like 30- or 40,000

         15  dollars. Why can't we reduce the AMI to something

         16  which is consistent with what affordable housing

         17  experts are telling me all around, that we can do 50

         18  to 60 percent? And I end, from what they're telling

         19  me, by reducing the AMI, it's not really going to

         20  cost developers and/or the Administration much.

         21                 COMMISSIONER DONOVAN: There is a

         22  pretty simple answer to that, which is that

         23  currently, and this is -- under the current

         24  restriction where it's 80 percent of AMI, the vast

         25  majority, or certainly the significant majority of
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          2  units that are developed with extended 421-A

          3  benefits under the 80-20 program, are in fact

          4  targeted to that 40 to 50 percent of AMI that you're

          5  talking about, and that's because there's a federal

          6  80/20 program that provides tax exempt bonds,

          7  exactly like you said, low-income housing tax

          8  credits, that pair with the 421-A benefits that make

          9  those 80/20s feasible.

         10                 So, even when we leave, if we leave

         11  the AMI at 80 percent, which is done at Intro. 486,

         12  we're still going to get the vast majority of units

         13  targeted to the 40 to 50 percent of AMI.

         14                 The reason why, I believe, that it

         15  makes sense to leave it at 80 percent, is that not

         16  every developer will choose to do an 80/20 and I do

         17  think that it is valuable to have properties that

         18  are targeted at that group, between 50 percent of

         19  AMI and 80 percent of AMI.

         20                 Again, a family making $40,000 a year

         21  is above 50 percent of AMI, a family of four. Does

         22  that mean it's not hard to find affordable housing

         23  for a family making $50,000? I think we would all

         24  agree that it is.

         25                 In fact, if you look in Greenpoint

                                                            160

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  Williamsburg, one of the first two buildings that's

          3  going up on the waterfront, as part of the

          4  inclusionary rezoning there, that I think we worked

          5  so well with the Council on, the first building is

          6  going to be targeted to not just very low income,

          7  but extremely low income as well, and we're going to

          8  get a range of rental units below 40 and 50 percent

          9  of AMI.

         10                 But the second building that's going

         11  to go up is going to include affordable home

         12  ownership for families in that 50 to 80 percent of

         13  AMI. And I don't think that we should preclude those

         14  kind of units from being produced under this

         15  program. I think that's a real benefit to the City.

         16                 And, again, we're not going to see,

         17  you know, the majority of the units, close to 80

         18  percent AMI, because of the 80/20 program, we're

         19  going to continue to see the vast majority that are

         20  below the 50 percent of AMI that you're talking

         21  about, while we'll get some small number that are in

         22  that 50 to 80 percent of AMI, and I actually think

         23  that that's a good balance.

         24                 We should get most of them below 50

         25  percent. It is good to get some, particularly home
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          2  ownership units, in that 60 to 80 percent range.

          3                 COUNCIL MEMBER JAMES: Well, again,

          4  this is what the experts who build affordable

          5  housing tell me each and every day, that we should

          6  really reduce the AMI.

          7                 But going on to a second point, as

          8  you know I'm in the midst of negotiating with your

          9  office a contextual zoning in Downtown Brooklyn and

         10  in Fort Green and in Clinton Hill. This 421-A

         11  program could be layered with other contextual

         12  zoning which could also have an affordable housing

         13  component to further reduce the purchase price of

         14  some of these affordable housing units, yes?

         15                 COMMISSIONER DONOVAN: That's correct.

         16                 COUNCIL MEMBER JAMES: Okay.

         17                 COMMISSIONER DONOVAN: And in fact,

         18  you'll see that, for example, we proposed expanding

         19  the exclusion zone along 125th Street to match up

         20  with the boundaries of an inclusionary rezoning

         21  there.

         22                 You've also seen us in Hudson Yards,

         23  Greenpoint, Williamsburg, in West Chelsea, in

         24  Maspeth, in a range of other areas, Sherman Creek,

         25  in boroughs throughout, areas throughout the City
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          2  that we have been willing to pair the inclusionary

          3  program to create more affordable housing, and where

          4  it makes sense, to expand the exclusion zone.

          5                 COUNCIL MEMBER JAMES: What is the

          6  lifetime of the 421-A benefits?

          7                 How long would it last?

          8                 COMMISSIONER DONOVAN: Depending on

          9  the location, they will last anywhere from ten years

         10  to 25 years.

         11                 COUNCIL MEMBER JAMES: Depending upon

         12  the location?

         13                 COMMISSIONER DONOVAN: Yes.

         14                 COUNCIL MEMBER JAMES: So why --

         15                 CHAIRPERSON DILAN: Council Member,

         16  I'm going to ask you to sum up.

         17                 COUNCIL MEMBER JAMES: Okay.

         18                 Can we have a side bar about that?

         19                 And my last issue is, because I just

         20  don't think it should be one standard. Actually, I

         21  believe it should be permanent, and that's my

         22  position.

         23                 COMMISSIONER DONOVAN: Yes, it's based

         24  on State law, is the short answer to that question.

         25                 COUNCIL MEMBER JAMES: Okay. We'll be
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          2  talking to our State legislators with regards to

          3  that.

          4                 And the $400, the $400 million fund

          5  is clearly inadequate. Some estimates suggest that

          6  it's going to cost at least a billion dollars to

          7  provide for all of the low-income communities in the

          8  City of New York, including Crown Heights, and I'd

          9  like to talk to you further, obviously.

         10                 CHAIRPERSON DILAN: Yes. Just thank

         11  you for just having some respect for the amount of

         12  time and pressure that I'm under.

         13                 COUNCIL MEMBER JAMES: Yes, I

         14  understand.

         15                 CHAIRPERSON DILAN: What we are going

         16  to do, I am under the understanding, I'll get the

         17  confirmation now, that the Administration is willing

         18  to come back tomorrow to continue to answer

         19  questions? Because if that is correct, then what I'd

         20  like to do is move to the public portion, because

         21  this is a public hearing, and eventually I'd like to

         22  hear from the public on this project, but with the

         23  nature of everything and how complicated the subject

         24  is, you know, I don't want to shut down members from

         25  asking all the appropriate questions.
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          2                 So, if that's okay, we'd like to just

          3  continue the Q&A at 3:00 tomorrow?

          4                 COMMISSIONER DONOVAN: We will

          5  absolutely have folks here. Let me see if I can

          6  rearrange my schedule to make sure I'm here.

          7                 CHAIRPERSON DILAN: Right.

          8                 COMMISSIONER DONOVAN: I'm speaking at

          9  an event in the middle of the day, but we will try

         10  to make sure --

         11                 CHAIRPERSON DILAN: And we'll try --

         12                 COMMISSIONER DONOVAN: We'll certainly

         13  be represented.

         14                 CHAIRPERSON DILAN: We'll try to firm

         15  that up.

         16                 So, we're going to conclude round one

         17  with Council Member Yassky and then we will get to

         18  the public portion of the program.

         19                 COUNCIL MEMBER YASSKY: Thank you,

         20  Chair.

         21                 Good afternoon, Commissioner.

         22                 COMMISSIONER DONOVAN: Good afternoon.

         23                 COUNCIL MEMBER YASSKY: I'll try and

         24  be brief, because to me this is as much a fiscal

         25  responsibility issue as it is an affordable housing
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          2  issue. These are pretty large sums of money that

          3  we're spending on this program.

          4                 What is the official estimate for how

          5  much this, the 428 program will cost in the coming

          6  years? And if you can break that down into the two

          7  parts, there's the exclusionary zone, what is your

          8  estimate of how much in benefits will be granted in

          9  the two developments in the exclusionary zone under

         10  your proposal, you know, in the coming few years.

         11  And then also in the automatic tax break zone, the

         12  rest of the City that's not in the exclusion zone.

         13  How much do you expect to be granted in benefits

         14  there?

         15                 COMMISSIONER DONOVAN: So, let me give

         16  you the best data that's most recently available is

         17  from 2005 from a full analysis from the spend in

         18  421-A during that year, and the estimated total at

         19  that point was 322, or the exact total was 322 and a

         20  half million dollars for that year.

         21                 We expected this year and next year,

         22  that's actually been rising, because of the number

         23  of units that are being built and that are

         24  participating, so the estimate now is that it's

         25  closer to $400 million, but the best data is from
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          2  2005.

          3                 And what's interesting about that is

          4  in fact, of that 322 million from 2005, close to 75

          5  percent of all the benefits went to the exclusion

          6  zone.

          7                 COUNCIL MEMBER YASSKY: Indeed.

          8                 COMMISSIONER DONOVAN: Seventy-five

          9  percent.

         10                 COUNCIL MEMBER YASSKY: Okay.

         11                 COMMISSIONER DONOVAN: So, just to be

         12  clear, 40 percent or 127 million were granted

         13  through the certificate program, whereas another 108

         14  were granted through the extended benefit or the

         15  20-year benefit.

         16                 COUNCIL MEMBER YASSKY: Well, thank

         17  you. And I know the Chair is under time pressure, so

         18  I'll try and keep our interchange. That accords with

         19  the numbers that I got from the Pratt Center for

         20  Community and Economic Development. If I got the

         21  name right.

         22                 Their estimate is that benefits in

         23  the automatic tax break zones, we're forgetting the

         24  exclusion zone, right? Because the exclusion zone, I

         25  get it, we're giving benefits to get people to do
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          2  affordable housing.

          3                 In the automatic tax break zone,

          4  we're giving benefits to encourage market rate

          5  development. And the Pratt estimate there is about

          6  $100 million a year under your plan. In other words,

          7  we adopt the Administration bill, we will continue

          8  to spend $100 million a year, and that's like you

          9  said, 75 percent, 25 percent, 25 percent of 400

         10  million would be 100 million, so it sounds like, you

         11  know, we're in the same ball park here.

         12                 I guess my question, or really my

         13  view is, in a budget environment where, you know, we

         14  need money for schools, we need money for police

         15  officers, I can't imagine that the best use of money

         16  is to spend $100 million a year to promote market

         17  rate development.

         18                 And I look around New York City,

         19  everywhere I see, you know, there is a hunger to

         20  build new housing. And every few blocks in much of

         21  the City is a construction site, and I guess I feel

         22  like, there is many, many details we can discuss,

         23  but the big question here is, how do you justify

         24  spending $100 million a year to promote market rate

         25  development in a City where a single building just
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          2  sold for $1.8 billion. An office building. But it

          3  tells you an awful lot about the state of the real

          4  estate market.

          5                 Mr. Chair -- please feel free to

          6  respond, but I want to just do my two other

          7  questions.

          8                 I'm sorry, if you want to respond

          9  quickly? I don't mean to cut you off, but I want to

         10  make sure I get my other two questions.

         11                 COMMISSIONER DONOVAN: Sure. Let me

         12  address the Pratt report.

         13                 First of all, there are numerous

         14  inaccuracies in the Pratt report. There are

         15  buildings that would actually be in the exclusion

         16  zone, as proposed by 486 that they are claiming

         17  would continue to receive benefits. There are

         18  properties in the report that actually don't even

         19  receive 421-A benefits at all, and our estimate is

         20  that they overstate the per unit cost by about 25

         21  percent.

         22                 COUNCIL MEMBER YASSKY: I'm sorry, I

         23  don't want to be impolite, but I also don't want the

         24  Chair to bear down on me on the timing. Because

         25  you're speaking to, you're arguing specific
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          2  observations. Just bear with me. If you want to

          3  dispute that cost estimate, I would encourage you

          4  then to provide your own. And frankly --

          5                 COMMISSIONER DONOVAN: If I could

          6  answer the question.

          7                 COUNCIL MEMBER YASSKY: Yes, please

          8  do.

          9                 COMMISSIONER DONOVAN: So, leave

         10  aside, as you say, those inaccuracies in the report,

         11  which vastly overstate the cost.

         12                 The real fundamental disagreement we

         13  have is this building right here, as a perfect

         14  example, so the Pratt Center is standard for what is

         15  a luxury building, is a sales price of $350,000 a

         16  year. In fact, this is one of the buildings in the

         17  Pratt report.

         18                 I would subject to you that housing

         19  that is affordable to a family headed by a teacher

         20  and a sanitation worker, that is making $87,000 a

         21  year, housing that would not be otherwise built,

         22  were it not for 421-A, is a very good investment of

         23  public resources. Because, in fact, as Deputy Mayor

         24  Doctoroff outlined, it is absolutely clear that if

         25  this City can't continue to build housing that is
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          2  affordable to low and moderate income people, that

          3  in fact we will only make housing less affordable,

          4  not more affordable.

          5                 And he pointed out that more than 80

          6  percent of the units that received 421-A benefits,

          7  in the outer boroughs, are affordable to people of

          8  these incomes, to low- and moderate-income people.

          9                 So, I fundamentally disagree with the

         10  argument that this is a waste of taxpayer resources.

         11  Building low- and moderate-income housing is a good

         12  use of taxpayer resources.

         13                 COUNCIL MEMBER YASSKY: I understand.

         14  I think that is an area of disagreement. I will move

         15  to my other two questions, but I will ask you, if

         16  you could, to provide the Administration estimate

         17  for what you think is the amount of benefits that is

         18  going to be granted in the future, because honestly,

         19  I don't see how anybody could say it's a good use of

         20  taxpayer money without having a dollar figure for

         21  what that is. Plainly it's not worth a billion a

         22  year, 2 billion a year, so I'm curious what you

         23  think the actual cost is. And I heard the details

         24  disputed but I didn't hear you dispute the 100

         25  million figure.
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          2                 If you do want to dispute it, please,

          3  I would do so and please provide your own estimate.

          4                 Because I will say this: It seems to

          5  me that if this program were not on the books, and I

          6  were to go outside --

          7                 CHAIRPERSON DILAN: Council member.

          8                 COUNCIL MEMBER YASSKY: Just bear with

          9  me.

         10                 CHAIRPERSON DILAN: I'd like you to

         11  get to a question, please, Council member.

         12                 COUNCIL MEMBER YASSKY: Okay. If this

         13  program were not already on the books, and I went

         14  outside today in front of City Hall and proposed

         15  what we need is a $100 million a year program to

         16  spur market rate development in New York City, I

         17  don't think that proposal would get very far, if

         18  this wasn't already on the books. And that's what I

         19  suggest to you.

         20                 Here is my two questions. There are a

         21  number of manufacturing areas throughout the City

         22  that are not in the exclusion zone, and I'm

         23  wondering why they're not included, because it's

         24  been my experience just in my district that those

         25  are the areas where they're manufacturing today, but
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          2  tomorrow they are kind of the hot development areas.

          3  And shouldn't we protect against that, all the

          4  manufacturing areas of the City being turned into

          5  luxury housing by including them in the exclusion

          6  zone?

          7                 COMMISSIONER DONOVAN: Sure. First of

          8  all, just let me address your point about the

          9  manufacturing areas.

         10                 First of all, the Administration

         11  recently moved to put a large number of these areas

         12  into industrial business zones, or IBZs, which

         13  protect them from residential development.

         14                 Beyond that, what I would suggest in

         15  a perfect example is your district that was rezoned,

         16  that we will be happy to, and in fact, if shown a

         17  willingless to when we look at rezonings of areas

         18  from manufacturing to residential, that if the

         19  demand is sufficient, and it makes sense, that apply

         20  the exclusion zone in those areas makes sense, it's

         21  gone hand-in-hand in a number of rezonings that have

         22  happened, and I think we can continue to look at

         23  that. But sort of expanding the exclusion zone in a

         24  way that anticipates a market that doesn't exist,

         25  when it might be years or never before rezoning
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          2  isn't the way that we should be expanding the

          3  exclusion zone. It should be focused, and I think

          4  the boundary commission will do that, based on

          5  future rezonings.

          6                 The other thing that I would just say

          7  about your first point, which is spending this

          8  money, we spent six months with the Task Force,

          9  including the head of the Pratt Center, and a number

         10  of other advocates, trying to find a way --

         11                 COUNCIL MEMBER YASSKY: Commissioner

         12  --

         13                 COMMISSIONER DONOVAN: I would just

         14  like to --

         15                 COUNCIL MEMBER YASSKY: I'm being told

         16  this is coming out of my time, so I really feel

         17  terrible about it, I apologize, because I had three

         18  questions, I want to make sure I ask my questions.

         19                 COMMISSIONER DONOVAN: I would just

         20  like to -- I don't think it is reasonable for you to

         21  put a statement out there which is untrue and which

         22  cannot be responded to on the merits. And so, what I

         23  would say is, we spent six months with the Task

         24  Force, including the Director of the Pratt Center,

         25  looking at this and trying to come up with a way
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          2  that would effectively eliminate benefits to luxury

          3  properties outside the exclusion zone, while not

          4  killing the development of middle-income housing.

          5  Nobody, not the Director of the Pratt Center, or

          6  anybody else on the Task Force, has come up with a

          7  reasonable alternative.

          8                 I don't dispute that, you know, there

          9  is no policy reason to spend the money, the problem

         10  is there is no effective means to do it, and this

         11  assessed value cap that we've come up with is the

         12  best way that anybody has found to do that, and I

         13  would invite responses from you or anybody else to

         14  come up with a different idea that works, but we

         15  haven't seen one today.

         16                 COUNCIL MEMBER YASSKY: Well, I agree

         17  with you there is no policy reason to spend the

         18  money.

         19                 Just on the fund, and it will just be

         20  a yes or no question so we can move on, Mr. Chair.

         21  It's a $400 million fund, and I understand that's

         22  over a period of time. It's not all next year, but I

         23  just want to make sure, this is in addition to the

         24  current budget, so are you saying that the amount of

         25  money that the City spends and uses for loans and so
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          2  forth on low-income housing, affordable housing,

          3  will be greater than it is today, and I guess

          4  greater to the tune of at least $400 million over

          5  the next ten years, is there a mechanism to ensure

          6  that, to make sure that it's not spending $400

          7  million here but reducing 400 million elsewhere in

          8  the budget?

          9                 COMMISSIONER DONOVAN: Two things I

         10  would say. There's the 400 million, there is also

         11  300 million that was added to the Mayor's new

         12  Housing Market Place Plan as an addition. So,

         13  they're expansion beyond that.

         14                 The answer is that the mechanism to

         15  ensure that that doesn't happen is that the assets

         16  would get transferred to the Housing Development

         17  Corporation, which is completely separate from the

         18  City budget process. There is no way for the City

         19  budget or the City itself to take back those assets

         20  or reduce the amount that's available in the fund.

         21                 COUNCIL MEMBER YASSKY: Couldn't the

         22  HPD budget be cut by 400? Is that over the ten

         23  years?

         24                 COMMISSIONER DONOVAN: I would say

         25  that with the certificate program, or any other
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          2  spending, the same could happen. There is always the

          3  potential for the budget to be cut.

          4                 COUNCIL MEMBER YASSKY: That I agree

          5  with.

          6                 COMMISSIONER DONOVAN: So, this is no

          7  different from any other risk there, but we have a

          8  commitment and money in the budget to support the

          9  Mayor's new Marketplace Plan.

         10                 COUNCIL MEMBER YASSKY: Okay.

         11                 COMMISSIONER DONOVAN: And I'm sure

         12  you'll be watching us closely to make sure that

         13  doesn't happen.

         14                 COUNCIL MEMBER YASSKY: Thank you.

         15                 CHAIRPERSON DILAN: Thank you,

         16  Commissioner.

         17                 COUNCIL MEMBER YASSKY: Thank you, Mr.

         18  Chair, for your indulgence.

         19                 CHAIRPERSON DILAN: And thank you,

         20  Council Member Yassky. I'd also like to thank you

         21  for making yourself or your staff available tomorrow

         22  to further this debate. And to my colleagues who

         23  have waited patiently for the second round, I

         24  sincerely apologize for the miscommunication at the

         25  outset. Because of the late hour and we began pretty
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          2  promptly at ten, we must conclude the Q and A

          3  portion at this time.

          4                 Thank you.

          5                 COMMISSIONER DONOVAN: Thank you, Mr.

          6  Chair, and all the members. I very much appreciate

          7  this time.

          8                 CHAIRPERSON DILAN: The next panel

          9  will consist of Marty Markowitz, Brooklyn Borough

         10  President; Assemblyman Vito J. Lopez, the Chair of

         11  the State Assembly's Housing Committee, as well as

         12  State Assemblymember Adriann Espaillat.

         13                 And we'll allow a few minutes for the

         14  dais to clear, and then you can begin the testimony.

         15                 You may begin. I believe that the

         16  Borough President has agreed to defer to the members

         17  of the State Assembly, who have been waiting here

         18  patiently. And I guess between yourselves you can

         19  begin in any order that you choose.

         20                 ASSEMBLYMAN LOPEZ: I don't think we

         21  can afford that gift. Thank you.

         22                 I don't know where to begin. I gave

         23  out a testimony, a three-page testimony. You know,

         24  my position is very clear --

         25                 CHAIRPERSON DILAN: And I just need
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          2  you to begin by identifying yourself.

          3                 ASSEMBLYMAN LOPEZ: My name is Vito

          4  Lopez. I'm the Assemblyman from Brooklyn. I'm also

          5  the Chair of the State Housing Committee. 421-A is

          6  an issue we've worked on for at least two years.

          7  We've had a number of hearings and dialogues with

          8  various individuals. And like I think most people

          9  know, New York City has an affordable housing

         10  crisis, and what I think, you know, in general, you

         11  know, I commend the Mayor and Speaker Quinn for

         12  improving on the existing 421-A bill. It really does

         13  not adequately address the serious affordable

         14  housing crisis the City is having, and every member

         15  knows that. In every district, I'm sure you get ten,

         16  15, 20 people coming in in need of housing.

         17                 What's very confusing, I think a

         18  number of members made reference to it, is that when

         19  you talk about middle income, and you talk about

         20  housing and you're talking about the target

         21  population, I don't know, as a State Legislator, and

         22  I hope that some day that will change, I make

         23  $79,500. I probably could not live in all of the

         24  communities that people are talking about, or the

         25  421-A legislation is moving to.
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          2                 In fact, in Bushwick, and in my

          3  district and in your district, Councilman, across

          4  the street from the Democratic Club is a 60- to

          5  70-unit condo and their prices are between 600,000

          6  to a million, and they are beginning to market it,

          7  and they're marketing it in Manhattan. And at the

          8  same time, we were able to temporarily stop the

          9  construction of a 120-unit building that was a

         10  rental and the rents ranged from 1,600 to 2,400. In

         11  Bushwick, the AMI is 23,000, the rent of those units

         12  are above the AMI in the community.

         13                 So, if we looked at Syracuse and

         14  Albany and say Rochester, and we compared them to

         15  Corona, Washington Heights, Flushing, Bushwick, we

         16  have more people than each of those cities have.

         17  Imagine if they ever came up with an initiative that

         18  would exclude the people in their community?

         19                 Very interesting, in both bills -- I

         20  mean in the apartment bill there is a 50 percent

         21  community preference. The real answer, if you're

         22  going to move this agenda, whatever agenda you have,

         23  have the 50 percent community preference, or a 70

         24  percent community preference. And do you know why

         25  that's not in the bill? That's not in the

                                                            180

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  initiative? You would think that's common sense that

          3  you would that. The reason is they will market out

          4  of the community, and then they start to change the

          5  dynamics in the community. We all know that. I think

          6  you made reference to it, and the communities

          7  change. It exacerbates a serious problem. So, you

          8  might say, well, you know, who pays for this?

          9  Bushwick, a community that will be really seriously

         10  impacted, two years ago was afforded a great

         11  opportunity, because they have the largest increase

         12  of homeless people going to the shelter, they have a

         13  rent supplement program, and I applaud the

         14  Administration for doing that, but it would be

         15  really great when buildings go up in a community, in

         16  Queens, the Bronx, that the people that live within

         17  walking distance would have an opportunity to live

         18  there.

         19                 Now, we heard that they modified the

         20  cap to $650,000. I just don't get it. I really do

         21  not get it. You know, other than if the approach is

         22  not on affordability, and using 421-A for

         23  affordability, but it is to protect profit margins,

         24  then I think we can go with the plan that was just

         25  presented. If the approach is affordability, then
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          2  what we do is we become creative. We take the

          3  various money that the Mayor has appropriated, we

          4  take the $400 million, we integrate it with 421-A,

          5  and we come up with a model similar to what Council

          6  Member Palma and a number of people have.

          7                 And this idea that they will not

          8  build in the poorer communities, that's absurd. And

          9  if anyone wants to spend two days riding around with

         10  me, and going to Bushwick, Williamsburg, Corona,

         11  Washington, Flushing, when I want to Flushing on

         12  behalf of a candidate, in our building, the problem

         13  is they're not building for the people that live in

         14  Flushing. And someone would say, well, that's the

         15  middle income. I'm concerned a little bit because I

         16  don't know what middle-income is. You know, if

         17  middle income is somebody making over 100,000 or

         18  200,000, you know, boy, I thought middle income was

         19  people like police officers. 32BJ, we pushed real

         20  hard in Williamsburg, and people said it couldn't be

         21  done, no one will build. We are building already,

         22  and at the end of the day, they'll build 8,000

         23  units, 20 percent affordable on-site and prevailing

         24  wage included. It's possible.

         25                 What it does do, it reduces the
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          2  profit margin. And if for some reason, if some

          3  reason some builder walks away from building, there

          4  are other opportunities, State funding, federal 202

          5  housing, if we're ever going to build for the people

          6  that made 30, 35, 40,000, as a matter of the record,

          7  the Schaffer site, which had 140 units of affordable

          8  units available, 41,000 people apply. Twenty-eight

          9  thousand were under-qualified from an income

         10  perspective. So, the demand is there, they build

         11  Schaffer, they're building on the waterfront and

         12  they're building all over the place. So, when people

         13  tell you that construction would stop, that was a

         14  gross distortion. It's not true.

         15                 If we move to the apartment bill with

         16  a cutback, some of the profits on behalf of the

         17  builders, yes, it will. Will buildings be built?

         18  Yes. Or will they be indemic to the community, or

         19  very much part of the community's revitalization?

         20  Yes. The goal should be, building in a community for

         21  the residents of those communities. Not changing

         22  Bushwick. Williamsburg has changed, all right? And

         23  we need to, as public service, people committed to

         24  public service, out-motivation isn't profit margin.

         25  Out-motivation is with the federal government
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          2  walking away from people in public housing and

          3  building public housing units, the cutbacks in

          4  Section 8, we have to fill that void. We have to

          5  take care of the population that needs support.

          6  Politically, and if you poll people, probably number

          7  one on the second issue is affordable housing. It's

          8  becoming very close in my district to education. But

          9  we're talking about having access. If we want our

         10  kids to have access to education, we want them to

         11  have access to good, affordable housing in those

         12  communities.

         13                 We do not want to systematically

         14  change communities. And when you start bringing in

         15  people making and targeting programs for individuals

         16  that make 100,000, 110, 120, I really found it very

         17  rewarding that we moved the luxury cap from 1

         18  million to 650,000. I really did. And we didn't

         19  remove it, what we have done is, actually, may pay

         20  the penalty price. We have to bring it much lower,

         21  and we have to figure out how we can integrate the

         22  money available and how the number one priority is

         23  affordability.

         24                 I also support the Manhattan members

         25  that are in the zone. Their point is they want to go
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          2  to 30 percent. I agree with them. But, boy, if you

          3  think you have to go to 30 percent, come to

          4  Bushwick, come to Williamsburg, come to Corona, come

          5  to Flushing, come to Washington Heights. Hear these

          6  people, you would know they want 40, 50 and 60

          7  percent.

          8                 So, if we slow it down a little bit,

          9  it may not be the end of the world. And if margin

         10  profits are somewhat lowered, I think it might not

         11  be the worst thing.

         12                 So, the commitment, and I handed in

         13  my testimony, I'm not going to read it, the

         14  commitment has to be for something more than is on

         15  the table.

         16                 $400 million for ten years. I don't

         17  have slides, and I don't have anything magical, but

         18  if you have $400 million for ten years, you say it's

         19  $40 million a year. Everyone is telling me they're

         20  going to get a bit share of this 400 million. I

         21  don't know how that's done. Thirty, 40

         22  neighborhoods, 40 million a year, a million dollars.

         23  Three units, five units, ten units. I mean, be

         24  careful of what you're getting, all right? That's

         25  all you're getting and it's going to be revolving
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          2  fund, because when they pay it back after 20 years,

          3  you know, because it's a loan program, I think it's

          4  not a bad idea. Take it, integrate it with 421-A,

          5  come up with a creative dynamic initiative, and I'll

          6  end with this, that makes affordability,

          7  affordability a priority.

          8                 I'm going to do everything, one, in

          9  my political power, as an Assemblyman and as a

         10  county leader, and also as the Chair of Housing, to

         11  make sure that at the end of the road, more people,

         12  the people that I represent, and people that in New

         13  York City have a dream, and that dream will be met.

         14  So, when we see the building going up in the

         15  neighborhood, they don't have to worry. They don't

         16  even market in the neighborhood. And, so, any bill

         17  that you do here, it should have a 50 percent

         18  community preference, 70, who could be against that?

         19  You will see how someone will stand up and say, we

         20  can't do that, that prevents construction of units.

         21  What do you mean? The housing should be built for

         22  the people in the community. 150,000 people in

         23  Washington Heights, 120,000 in Bushwick. And no one

         24  will build.

         25                 In the last 15 years, 3,300 units
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          2  have been built in Bushwick, and the next three

          3  years, the waterfront in Williamsburg will have

          4  8,000. People will build but the profit margins

          5  might go down a little bit, and I'm not against

          6  people making money. If we have to, we utilize some

          7  of the City money and State money to make sure they

          8  make the fair profit.

          9                 I know how hard it is for you, and I

         10  know that's a difficult task. I also know it's even

         11  going to be a bigger task. And I jokingly have been

         12  told, at least by ten members here, that we'll go to

         13  you, Vito, and make sure our community is in the

         14  State plan. But that's too simple and too easy. We

         15  have to do it together. And I'm asking you, if you

         16  could stand up for the people in your community, and

         17  in the next community, because that's the only way

         18  we're going to build more affordable housing, and

         19  that should be the priority, nothing else. Thank you

         20  very much.

         21                 Let me comment, the bill that I have

         22  is very similar to the Department's bill. And the

         23  only difference is, and I know that that wasn't left

         24  out deliberately, the bill that I have has a

         25  prevailing wage piece to it. And even those
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          2  builders, they make about 35, 40,000 dollars. I

          3  could never live in the communities that they

          4  represent. On one hand, it's nice to give them a

          5  job, but I don't know where they go to live.

          6                 So, I think it's important to do

          7  both. Thank you, Council member.

          8                 CHAIRPERSON DILAN: Thank you.

          9                 To be followed by Assemblyman

         10  Espaillat.

         11                 ASSEMBLYMAN ESPAILLAT: Thank you,

         12  Chairman Dilan and other Council Members for

         13  allowing me the opportunity to testify and to join

         14  Assemblyman Vito Lopez, who chairs the Housing

         15  Committee and the State Assembly, and he has already

         16  guaranteed that Washington Heights will be included

         17  but he asked me to come here and join him as well.

         18                 This is really an important,

         19  important issue. I represent the district as does

         20  Councilman Jackson that has witnessed in 2004 15,000

         21  eviction proceedings in Manhattan Housing Court,

         22  19,000 in 2005. Really working class people that are

         23  strapped and up against the wall and can't find ways

         24  to make ends meet, and certainly I've been around

         25  long enough to know that perhaps public safety was
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          2  the debate of the eighties and nineties, but

          3  certainly affordability and housing will be the

          4  debate that will hold court at least in the

          5  remaining of this decade and the next one. And

          6  really, what do we do to make sure that working

          7  class families remain in the City, that they are a

          8  vibrant part of the City.

          9                 We heard from Councilman Monserrate

         10  explain how his district continues to be changed by

         11  waves of immigration. Recent reports have shown us

         12  that 60 percent of New Yorkers, six out of ten, are

         13  either foreign born New Yorkers or the sons and

         14  daughters of immigrants. And they are part of the

         15  engine, the economic engine and the engine of this

         16  City, and these are folks that are facing great

         17  difficulties to make ends meet with regards to rent

         18  and affordability.

         19                 So, I support the expansion of the

         20  exclusion zone to include places like Northern

         21  Manhattan and Washington Heights, to some degree, I

         22  mean this plan that will not include those

         23  neighborhoods is pretty much like the infamous MTA

         24  map, that doesn't include anything north of 125th

         25  Street. Sort of like the invisible community.
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          2                 So, we want to make sure that these

          3  communities that are in great need of housing,

          4  affordable housing, get the best opportunity

          5  possible to have that shot. And to really have a

          6  scenario where you have, you exclude certain

          7  programs that will provide benefits for the

          8  construction of affordable housing if you're part of

          9  the exclusion zone. I really think it makes no

         10  sense. Why not have all of it? Why not have the

         11  exclusion zone, REMIC, NPP and other programs that

         12  will create great incentives for these units to be

         13  built and for our folks to benefit from them.

         14                 We've seen in our district, the

         15  district that I represent, the exodus of many

         16  families to places like Bethlehem, Pennsylvania. I

         17  mean, the New York Times recently highlighted a

         18  story, a high number of people from the district

         19  that I represent going to Bethlehem, Pennsylvania.

         20  They're not going there because of the great

         21  educational system that that town has to offer, or

         22  the great, you know, the great other opportunities,

         23  or because it's sexy and culture is all over the

         24  place. They're going there because they will be able

         25  to afford renting or buying a house. And sometimes
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          2  buying a house has some incredible mortgage

          3  agreements that forces them to come back.

          4                 So, this is the reality of this other

          5  New York. The New York that still awaits for the

          6  construction of affordable housing. Not the

          7  construction of luxury buildings, that you see them

          8  going up, and not only will you not be able to

          9  access them, but that it will trigger off a Domino

         10  effect in the price of property, particularly in the

         11  neighborhood like Washington Heights, where 98

         12  percent of the housing stock is privately owned. It

         13  will trigger a domino effect with the price of

         14  housing is skyrocketed and subsequently rent will go

         15  up as well.

         16                 So, this is a great challenge for

         17  this City and this State, and I certainly will be

         18  doing my lobbying to make sure that when the Lopez

         19  bill is taken up in Albany, that my district is

         20  included. But it will be far better to make sure we

         21  speak in the same language and on the same page, and

         22  that we make sure that all of us as New Yorkers,

         23  that we support a plan that will really, really lend

         24  a hand to the neediest of New Yorkers that stay

         25  here, that want to raise their children here. You
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          2  know, we're investing millions of dollars in

          3  schools.

          4                 You know we may build the schools but

          5  we may lose the children. They move someone else,

          6  because their parents can no longer afford to stay

          7  in the neighborhoods where they live.

          8                 So, I support the Palma bill and the

          9  Lopez bill and I hope that the City Council will do

         10  everything that they can to make sure that they

         11  reach an agreement that mirrors those provisions in

         12  those bills. Thank you.

         13                 CHAIRPERSON DILAN: Thank you,

         14  Assemblymember.

         15                 Mr. Borough President.

         16                 BOROUGH PRESIDENT MARKOWITZ: Thank

         17  you very, very much.

         18                 First off, let me first thank the

         19  members of the City Council, Chairman Dilan, for

         20  inviting me to address what is the most crucial

         21  issue in Brooklyn and New York City. The Mayor has

         22  to be commended for giving the issue of 421-A very

         23  special attention as part of his broad ambitious

         24  plan to increase economic development and affordable

         25  housing, every corner of Brooklyn and indeed all of
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          2  New York City, and certainly the Speaker Christine

          3  Quinn for her outstanding work and putting this on

          4  the front burner to include more of our City's

          5  neighborhoods.

          6                 CHAIRPERSON DILAN: And I need you,

          7  sorry, before you start if you can --

          8                 BOROUGH PRESIDENT MARKOWITZ: Marty

          9  Markowitz, Brooklyn Borough President.

         10                 CHAIRPERSON DILAN: Thank you.

         11                 The lack of housing production and

         12  the high cost of housing negatively affects all of

         13  us. No matter our income, our age, whether we rent

         14  or own or whether we live alone or with others.

         15                 However, the lack of affordable

         16  housing has most drastically affected the City's low

         17  and moderate income residents, including City

         18  employees on whom we depend for essential services,

         19  and the many workers are earning at or near minimum

         20  wage.

         21                 Today people are not leaving Brooklyn

         22  and New York City as they once did seeking a better

         23  life. They're leaving because they can't afford the

         24  life we have here.

         25                 Many residents can no longer afford
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          2  to live in the neighborhoods where they grew up.

          3  Vito, you're absolutely right, that preference must

          4  be given to local residents for the affordable

          5  housing available without a question.

          6                 We've worked very hard, Chairman,

          7  they've worked very hard and they see their

          8  neighborhoods undergoing renaissance, and then very

          9  often they're being displaced, and that is

         10  intolerable. We should never accept that.

         11                 Furthermore, Brooklyn's Housing

         12  Development has not kept pace with our population

         13  growth.

         14                 In fact, in the days ahead we know

         15  that we need to plan the population increase in the

         16  next years of 300,000 people, which is essentially

         17  by adding an entire city the size of Buffalo.

         18                 Affordable housing for all

         19  Brooklynites is our foremost priority, and that

         20  means facilitating the construction of housing that

         21  will preserve what Brooklyn and New York City is

         22  known for, ethnic and income diversity. Ethnic and

         23  income diversity.

         24                 Affordable housing strategy, I

         25  believe that the 421-A real estate tax provisions
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          2  provide an opportunity to leverage production of

          3  more affordable housing units.

          4                 The question at hand is how best to

          5  achieve that outcome to get the affordable units

          6  build that our hard-working residents so richly

          7  deserve. Areas where exclusion zones would be

          8  introduced, the guarantee that I seek is to be sure

          9  that developments of these neighborhoods would

         10  provide for affordable housing.

         11                 Along those lines, I'm not convinced

         12  that the offer to provide 421-A benefits is, in and

         13  of itself, is enough of incentive for developers to

         14  forfeit 20 percent of what would be market rate

         15  units for affordable units.

         16                 Getting units built often requires a

         17  creative combination of various incentives. In

         18  Brooklyn, we've seen proof that this approach works.

         19  A great example is what is currently happening in

         20  Greenpoint and Williamsburg.

         21                 In 2004, standing together with City

         22  Council Members Yassky and Reyna and Assemblymembers

         23  Lentil and Lopez, we insisted upon a guarantee that

         24  substantial affordable housing would result, if and

         25  when sections at Greenpoint and Williamsburg were
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          2  rezoned for residential highrises. And that instance

          3  the City initially offered an affordable housing

          4  zoning bonus, and I called for combining that bonus,

          5  421-A exclusion zone, withholding the 421-A benefit,

          6  unless developers provided affordable units, a

          7  strategy which had not been used in Brooklyn before.

          8                 Legislation championed by

          9  Assemblymember Lopez ensured that most of the

         10  affordable housing will be built on-site. And the

         11  earmarking for City-owned sites in the community for

         12  largely affordable housing development provided

         13  another significant share of the overall guarantee.

         14                 Because of that combination of

         15  incentives, now Greenpoint and Williamsburg can look

         16  forward to at least 500 to 600 units of affordable

         17  housing in the next few years with more to come.

         18                 At minimum the exclusion zone should

         19  extend eastwood, throughout Bushwick to the county

         20  line, and for Fort Green, Clinton Hill, Bedford

         21  Stuyvesant and Crown Heights, the exclusion zone

         22  should be extended north to Park Avenue and east to

         23  include both sides of Nostrand Avenue.

         24                 Of course, when we think about those

         25  in greatest needs of affordable housing, we must
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          2  never forget the housing crisis affecting our

          3  teachers, our firefighters, police officers, and

          4  other hard-working middle-income New Yorkers, who

          5  are also finding it impossible to live and raise a

          6  family in New York City.

          7                 While the new proposal can leverage

          8  affordable housing for low and moderate income New

          9  Yorkers, even two-income households, headed by those

         10  earning middle-class incomes are struggling to

         11  afford the market rate housing.

         12                 Even with the recent pay raise that

         13  New York City elected officials, myself included,

         14  will be getting, this Borough President and my wife

         15  continue to search for home ownership opportunities

         16  and so far have been 100 percent unsuccessful

         17  because everything that is being built in the

         18  neighborhood in which we live in is far beyond our

         19  ability to be able to purchase or to provide a

         20  downpayment.

         21                 Let's face it. It's crucial that we

         22  do not let New York become a City of only the very

         23  rich and the very poor.

         24                 Therefore we should continue to

         25  explore possibilities to make changes to 421-A
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          2  legislation that benefit the middle-class as well.

          3                 For example, as the 421-A

          4  modifications are proposed, the City's New-Hop and

          5  Cooperative middle-income financing programs do not

          6  appear to qualify in exclusion zones.

          7                 Therefore, we should also be looking

          8  at ways outside the exclusion zones, to encourage

          9  development according to these middle income

         10  targeted programs.

         11                 In closing, I agree with the idea of

         12  assessing the bill every two years. However, the

         13  procedure for change should also allow the City

         14  Council to address emergencies.

         15                 For example, if Starrett City were to

         16  opt out of the Mitchell-Lama Program, to me that

         17  would warrant immediate consideration.

         18                 The long-term existence of well over

         19  5,000 affordable housing units would be placed at

         20  risk, while the owner would have possibly 700,000

         21  square feet of available development rights to

         22  further profit from.

         23                 I certainly would not want 421-A

         24  benefits to aid in the long-term devastation of

         25  Starrett City's vast amount of affordable housing,
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          2  including thousands of units for struggling

          3  residents.

          4                 I ask that you please give this

          5  situation some serious consideration in the near

          6  future.

          7                 Decent affordable housing is a basic

          8  requirement of good life, we all agree. We must

          9  bring as many tools as possible into the arsenal of

         10  the Mayor's Housing agenda.

         11                 Today's hearing is the next step

         12  toward strengthening the City's ability to achieve a

         13  great and prosperous tomorrow with adequate housing

         14  for residents at all incomes. And all of us in

         15  Brooklyn stand ready to work with the Mayor, members

         16  of the City Council, and colleagues in Albany to

         17  achieve this goal which is absolutely necessary for

         18  the future of our City.

         19                 Thank you, Mr. Chairman.

         20                 CHAIRPERSON DILAN: Thank you, Mr.

         21  Borough President.

         22                 And I just have a few of my

         23  colleagues that do have questions for the panel, and

         24  I know you guys are under time constraints but I

         25  have to allow my colleagues to get a couple of
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          2  questions.

          3                 We'll start with Council Member

          4  Yassky, followed by Monserrate. And I would ask that

          5  members please get into the question and try to

          6  limit their lead-ins, that will help a great deal.

          7                 Council Member Yassky.

          8                 COUNCIL MEMBER YASSKY: Very briefly.

          9  Thank you, Mr. Chair.

         10                 Particularly I want to thank the

         11  State legislators who are here today for your

         12  leadership here.

         13                 In truth, since I understand that

         14  this will be ultimately decided in your body really,

         15  not in ours, one of the reasons I was so proud to

         16  co-sponsor Council Member Palma's bill was so that

         17  you would, and your colleagues would know that there

         18  are many of us in the City Council who want to do

         19  much more than what the Administration has put on

         20  the table. And I would urge you, whatever comes out

         21  of the Council, to make sure that your colleagues

         22  know, as obviously you two do, that there were, I

         23  believe, at least 20 Council members who signed onto

         24  Council Member Palma's bill, showing, I believe that

         25  a very, very significant segment of this Council
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          2  believes we shouldn't be spending $100 million a

          3  year to subsidize market rate housing, that is

          4  changing the neighborhoods in the way that you

          5  described, Chair Lopez.

          6                 My only question is: I still was not

          7  able to understand from the Administration witnesses

          8  the fund that they are describing, $400 million

          9  fund, as you point out really 40 million a year, not

         10  much in the context of the overall housing budget,

         11  the question that I'm wondering about is how do we

         12  know that doesn't take the place of existing

         13  spending?

         14                 So, what I would encourage you to do

         15  when you get -- when the State does take this up, is

         16  consider putting in some kind of maintenance of

         17  effort provision, like you do with school funding,

         18  that say, okay, you're creating a $400 million fund,

         19  that's extra, that's on top, that's at least what

         20  you've said. That's great. Let's make sure you mean

         21  it that you have to maintain your effort over and

         22  above the $400 million fund. I'd ask you to consider

         23  that when you take it up at the State level.

         24                 So, I thank you for that. Mr. Borough

         25  President, I thank you, too, for your strong
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          2  leadership. I couldn't agree with you more. Starrett

          3  City shows one thing. It shows that there is

          4  investors still believe that housing, as far away as

          5  you can get from Manhattan, is extremely, extremely

          6  valuable and worth investing in, and they will,

          7  whether that benefit is there or not.

          8                 Thank you. Thank you, Mr. Chair.

          9                 CHAIRPERSON DILAN: Council Member

         10  Monserrate.

         11                 COUNCIL MEMBER MONSERRATE: Thank you,

         12  Mr. Chair. I want to obviously echo some of the

         13  sentiments here, the gentlemen, distinguished

         14  members of the Assembly and the Borough President of

         15  Brooklyn, in outlining the positions and support of

         16  the Palma bill and the spirit of the Palma bill.

         17                 I wanted to ask a specific question

         18  to Assemblyman Lopez as the Chair of the Buildings

         19  Committee.

         20                 We heard from the Administration

         21  today that absent these abatements that the

         22  developers would not develop, and I don't know if

         23  you were here for this beautiful chart on a building

         24  that is in my district in Corona, it's very fancy.

         25  The sales price they say is $361,000 for a
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          2  two-bedroom condo, for which they say a sanitation

          3  worker and a teacher could afford. That's with the

          4  15-year abatement. And with no abatement, the price

          5  is $361,000. So, it appears that the abatement

          6  doesn't have a marked difference in the sales price,

          7  and this is the Administration's presentation.

          8                 Do you agree with the Administration

          9  that absent the 421-A places like Brooklyn or

         10  Queens, there would be markedly reduced development

         11  or would development continue?

         12                 ASSEMBLYMEMBER LOPEZ: I believe the

         13  fact that, and I think you've read two different

         14  articles, that they're looking now to build on top

         15  of schools, libraries and parking facilities,

         16  churches, day care centers, and the federal

         17  government has actually allowed for mixed use tax

         18  credits, as to provide incentives. And the reason

         19  for that is that there is a scarcity of land. I

         20  agree with the Commissioner when he said it's a

         21  demand market. So, that as population grow, there's

         22  going to be a tremendous need for housing.

         23                 The 202 program, which is a federal

         24  program that provides Section 8 and affordable

         25  housing, real affordable, when people talk about
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          2  affordable, some of the seniors pay 150, 200, 300 a

          3  month rent there, is begging for locations so that

          4  there is location -- there are alternative funding

          5  sources. Especially the Mayor has committed several

          6  billion dollars. The question really here is, what

          7  is affordable, and how do we get to that threshold?

          8  And that's where I disagree? I disagree with the

          9  fact that we can't come up with a more creative way

         10  of integrating our funding sources in order to make

         11  sure that that apartment is affordable.

         12                 Often, and people, we've been working

         13  on this in Albany, and we really totally haven't

         14  resolved it, many people in our community, although

         15  they have the financial capacity and make 60,000,

         16  50,000 combined, but their credit rating isn't that

         17  good, or their ability to have a downpayment because

         18  they're paying high rents. This is a very complex

         19  situation, and we have to deal with it

         20  comprehensively.

         21                 But I don't agree with that. And what

         22  I plan to do is to look at, one, you know, I

         23  wouldn't be against giving landlords and developers

         24  more of a tax break, meaning 25, 30 years, as long

         25  as the units were permanent.
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          2                 COUNCIL MEMBER MONSERRATE: That was

          3  my next question.

          4                 ASSEMBLYMEMBER LOPEZ: Okay, you and

          5  I, you're much younger than me, I don't want to --

          6  you know, what happens with the Mitchell-Lama

          7  program now is we're getting killed, the working

          8  class in New York City, and 25 years seemed a lot in

          9  1974, but now we're at the threshold where thousands

         10  of people are being forced out because of market

         11  rate forces.

         12                 And this is happening, there are

         13  eight or nine Mitchell-Lamas that are ready to be

         14  bought out. So, you're smart and you understand the

         15  dynamic. That's what's going on right now. The

         16  market is going to drive change.

         17                 Your challenge, and I know you know

         18  this, that in your community, or communities like

         19  yours, and we're talking about them here, will there

         20  be development, and will there be development for

         21  your people, and I mean people that you, you know

         22  work with every day? And that's what's scary. They

         23  do not see that as a priority. They're not willing

         24  to make a commitment that people in our communities

         25  will live in our communities. And they're just happy
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          2  that units go up, and there has to be something more

          3  than that.

          4                 COUNCIL MEMBER MONSERRATE: My second

          5  question, and obviously, I agree with you and I'm

          6  concerned about the manner in which the

          7  Administration has treated this issue, even most

          8  recently with the Queens West Project, where the

          9  average median income for those residents has to be

         10  a minimum of $60,000, and the average median income

         11  I think for Queens residents is about 34. The

         12  majority of people who live in Queens now could not

         13  afford to live into this heavy subsidized public

         14  project.

         15                 But with respect to the issue of

         16  permanence of affordability, which is the issue you

         17  alluded to, I asked the Commissioner and the

         18  Administration, could we as a City, do we have the

         19  legal authority to ensure, mandate a permanence of

         20  that affordability? And we got like a mixed answer,

         21  but does the State have the authority on their level

         22  to do that?

         23                 ASSEMBLYMEMBER LOPEZ: Yes. What we

         24  need to do, and I think after this, I mean, Erik and

         25  you and the Committee, we shouldn't just end this
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          2  particular piece and you come out and pass a bill

          3  and then we move on, and that happens often with the

          4  City and State issues. But a number of you I think

          5  would be great to have a dialogue with you about

          6  where do we go, how do we improve on things? This is

          7  not a criticism, but things need to be improved.

          8                 Would it be something that

          9  individuals would be interested in increasing a tax,

         10  five-year tax break, as long as they made it

         11  permanent. When everyone says we're not giving them

         12  anything, we're giving some builders 25 years tax

         13  break. It's tremendous that we're giving them.

         14                 So, the answer is, yes, I would be

         15  willing to. And I think we have a perspective to do

         16  that in what was happening in the Mitchell-Lama. And

         17  Manhattan colleagues that have exclusionary zones

         18  but want to help with their Mitchell-Lama problems

         19  say, gee, this should not happen 20 to 25 years from

         20  now, just like it happened in 1970, you know, the

         21  '74 threshold date. So, the answer is it's

         22  something that we could work on. Can we resolve

         23  that? Yes, we could.

         24                 Will the world come to an end? No.

         25                 CHAIRPERSON DILAN: Council Member
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          2  Brewer, followed by Gerson.

          3                 COUNCIL MEMBER BREWER: Thank you very

          4  much. And certainly, as somebody who is in the

          5  inclusion zone and where there are many, many units

          6  of 421-A, where there are people who are living in

          7  them, then become stabilized, and then in fact when

          8  that abatement ends, we'll no longer have unit for

          9  future generations, I am very, very concerned about

         10  the issue of permanency.

         11                 In fact, I think I was the first to

         12  bring it up and keep harping on it. So, my question

         13  is, certainly in 421-C or some other program that is

         14  a longer abatement could work. Is that something

         15  that would be for the current residence in your

         16  thinking? Or would it be something that would be

         17  only with new projects?

         18                 ASSEMBLYMEMBER LOPEZ: I'm not too

         19  sure. But I agree with what you would like to see

         20  occur, and I'm not sure if you could do it

         21  retroactively, but definitely it's something we

         22  could address futuristically.

         23                 COUNCIL MEMBER BREWER: All right. And

         24  I certainly support, as you said, a Manhattan

         25  colleague, with some 30 units of developments of
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          2  Mitchell-Lama and experiencing firsthand the lack of

          3  middle-income housing in my district.

          4                 So, anything I can do to be part of

          5  that dialogue, having many years in this field, I

          6  would appreciate it.

          7                 Thank you very much.

          8                 CHAIRPERSON DILAN: Council Member

          9  Gerson.

         10                 COUNCIL MEMBER GERSON: Thank you very

         11  much.

         12                 Mr. Chair, you mentioned in your

         13  testimony that we need to, and I bring together

         14  creatively the different tools at our disposal.

         15                 So, along those lines, let me ask you

         16  your opinion.

         17                 If we combine the tool of

         18  inclusionary zoning, which as you know is at work in

         19  many communities throughout the City, with the tool

         20  of tax credits through 421-A and other programs,

         21  should we then especially be able to do better than

         22  20 percent affordability, in your opinion?

         23                 ASSEMBLYMEMBER LOPEZ: Yes. Yes. And I

         24  think the argument is that if the issue is a certain

         25  degree of profitability, if that's the issue, and it
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          2  really is an issue, to what degree should that take

          3  charge of the whole situation, I may disagree. But

          4  if we reintegrate 421-A, if we integrate

          5  inclusionary zoning benefits, if we include state

          6  and federal tax credits, if we include housing trust

          7  funds, if we include the $400 million that they're

          8  talking about adding, if we include the money that

          9  the Mayor, and I think he'll go down in history as

         10  doing more for affordable housing than anyone else

         11  has done, if we integrate all of those programs,

         12  what we would then have is housing for our

         13  communities. And somewhere along the line, we have

         14  to regionalize the neighborhoods and the boroughs so

         15  that we don't have massive displacement and

         16  relocation.

         17                 And there has to be a sensitivity of

         18  that across the board. Someone would say, well, I'm

         19  only concerned about my district, but if we work on

         20  it collectively, the builders will get a reasonable

         21  and developer's profit, right? Reasonable profit.

         22  And at the same time will integrate funding streams,

         23  and we would then get the benefit of permanent,

         24  permanent affordable housing.

         25                 That should be the objective, with
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          2  one little caveat, and that would be that the people

          3  in that community participate.

          4                 To me that's critical. I do not know

          5  how you can do a bill, we're not saying -- I don't

          6  know how you can go back, or I could go back and say

          7  I passed a bill that's pro-affordable, but doesn't

          8  say the people are now in my community. That's like

          9  doing something in Albany and haven't everyone in

         10  the suburbs move into Albany and not have no housing

         11  for the residents of Albany.

         12                 In essence, this is what is

         13  occurring. It's occurring in Williamsburg, and it's

         14  occurring in Bushwick and it's occurring in Flushing

         15  and it's occurring all over. The Borough President

         16  made reference to it. We want good housing, but we

         17  want it also for the people that we represent, and

         18  that's where we need to figure out how we integrate

         19  it. Integration may be different in the lower east

         20  side than it is in Washington Heights or it's in

         21  Williamsburg or Bushwick, and that's where we have

         22  some creative people, and the Commissioner is quite

         23  creative. I think just the purpose is what I'm

         24  concerned about, and the priority should be

         25  affordability, and then we need to define what is
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          2  affordable.

          3                 Because very soon I will become

          4  impoverished, you know, based on my income. You

          5  know, based on their standards, because I couldn't

          6  afford any of the housing units that they are

          7  talking about.

          8                 COUNCIL MEMBER GERSON: Well, I

          9  appreciate your testimony. I look forward to

         10  participating in the ongoing dialogue. I especially

         11  appreciate your picking up on the point, or your

         12  leadership going way back on the point of

         13  affordability at the community level. That's the

         14  question I had posed to the Commissioner, and I

         15  think we need to do better than where we are now.

         16  So, I thank you both and I look forward to working

         17  with you. It's good to see you both here.

         18                 ASSEMBLYMEMBER LOPEZ: Thank you.

         19                 CHAIRPERSON DILAN: Okay, finally,

         20  Council Member Rosie Mendez.

         21                 COUNCIL MEMBER MENDEZ: Mr.

         22  Assemblyman, it's an honor to have you here today,

         23  since you were my Assemblyman for many years. And I

         24  want to ask you a question.

         25                 Earlier the testimony of the
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          2  Administration was that they were looking at

          3  profitability and density as criterias to determine

          4  how much affordable housing should be made, and

          5  that's how they came up with the 80/20 visibility

          6  criteria. What other criterias do you think we

          7  should be looking at?

          8                 ASSEMBLYMEMBER LOPEZ: I think we need

          9  to look at, to sort of embolden what you're saying,

         10  I think if you build 10,000 units, you know, of new

         11  housing or 20,000, you need to come up with one

         12  standard for affordability. Before you get to, you

         13  know, density and subsidy, I need to know what that

         14  means. Ms. Palma has in her bill 50 percent, I'm

         15  comfortable with that. You know, some people would

         16  argue that's not good enough. We need to figure out,

         17  because people throw around affordability. We have

         18  an AMI structure. When we figured this out only

         19  three weeks ago, and I thought I knew a lot, for New

         20  York City it's about 50,000 per family on an

         21  average, but the standard used is 70 because they

         22  regionalize it and includes like Westchester,

         23  Rockland and places like that. So, when they throw

         24  out 80 percent of AMI, 80 percent of AMI in New York

         25  City, according to my facts would be $40,000. But if
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          2  they use a higher base, is a gross distortion. So,

          3  we have to figure that out, one.

          4                 Two, when we talk about where we're

          5  building and how we're building, the key to building

          6  the project in Williamsburg, and I know that you

          7  were one of the success stories of Williamsburg and

          8  I mean that, and the Council is very honored to have

          9  Rosie here, was not to build on the waterfront and

         10  create a gold coast for people, that principally

         11  would have come from, with due respect, from

         12  Manhattan, but it was so that some of the people

         13  that lived in the community could go there and live.

         14                 So, that's another question. I think

         15  most people do not love, and we have to explain what

         16  density is, because building high-rise units, you

         17  know, at 40 stories, 50 stories, are problematical.

         18  So, that's a complex question, and I'm not giving

         19  you a good answer, but those are the variables that

         20  we need to develop.

         21                 But from a political perspective, and

         22  also a human being perspective, this plan, although

         23  there's modification before us of ten percent, most

         24  of the City is going to have the same thing, the

         25  status quo. If they build, they're going to build
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          2  market rate and everyone says, well, that's

          3  affordable. That is not affordable. If in Bushwick

          4  it's a million dollar condos and $2,500 rent, and

          5  we're one of the poorest communities, in other areas

          6  it's a million and a half, 3,000, 4,000, the people

          7  in those communities cannot afford to live there.

          8                 You know, very honestly, and the

          9  builders, if it says as of right, and if it's as of

         10  right, they don't even come to the community board

         11  or the churches or the local politicians. And you

         12  say to them, gee, where do you go? We market this at

         13  so and so real estate place in Manhattan. Another

         14  builder is also doing the same thing. So they have

         15  their plan of action. They don't want to market in

         16  Washington Heights. They don't want to market in

         17  Bushwick, Williamsburg, Flushing. They don't even

         18  want to market in Little Neck, all right?

         19                 They want to market to a certain

         20  group of people and that systematically changes in

         21  the neighborhood and we can't allow that, and I

         22  think the people, and there are a lot of people

         23  waiting here, and a lot of people, especially the

         24  people on the low end, and I'm talking about working

         25  class people, union members, City workers, they
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          2  can't live in the City anymore. Imagine us having,

          3  trying to pass a bill mandating that cops, firemen

          4  and those people live in the City and they in

          5  reality can't live here because they can't afford

          6  the type of housing that people were talking about

          7  is affordable.

          8                 We need to build affordable housing

          9  units. We have very little land, and whatever is

         10  left should be for the people that really need it

         11  and are a part of our community. Anything short of

         12  that is selling those people out, and that's what

         13  I'm committed to do.

         14                 COUNCIL MEMBER MENDEZ: Just another

         15  quick question?

         16                 Most of your district, there's a

         17  little sliver that's in the exclusion zone, most of

         18  your district then falls under the NPP or REMIC

         19  boundaries; what do you think would be an incentive

         20  for developers to choose the 25 years to build

         21  affordable housing, as opposed to using the 15 years

         22  and get the tax breaks as of right?

         23                 ASSEMBLYMEMBER LOPEZ: In my life, not

         24  early life, but in recent life as chair I've built

         25  relationships with many builders and other
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          2  individuals, and so I'm going to say something that

          3  I don't want to undercut those relationships, but if

          4  a business man is in business, he or she wants to

          5  make profit, and the more profit they could make,

          6  not everyone, but they want to make profit. I don't

          7  think you could do it just by this incentive that

          8  incentive. What I really think you need to do is to

          9  start to state there are minimum standards, all

         10  right? And that's how I would do it, not based on,

         11  you know, what we're going to do is, 650,000 instead

         12  of a million dollars is the luxury cap where we

         13  start getting to individuals. That may be good in

         14  some parts of the City. It may be. But I think we

         15  need to have a Citywide perspective on this.

         16                 People in our communities need to

         17  participate. So, if you give this incentive and that

         18  incentive, my incentive is, figure out a decent rate

         19  of profit, then find funding sources, create a

         20  funding methodology that integrates different

         21  funding so that you could build affordable housing,

         22  so that people could get housing that make 25, 30,

         23  35, 40,000, so that people in our neighborhood can

         24  get new housing. Otherwise they're doubled up,

         25  they're in crisis, we pay for them in so many other
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          2  ways and that is a rationale behind, the logic

          3  behind many of them going into shelter.

          4                 But if profit margin and

          5  construction, number of construction is the sole

          6  thesis for policy, I think it's a weakness.

          7                 COUNCIL MEMBER MENDEZ: I want to

          8  thank you for being here today. And earlier you said

          9  you didn't have a slide show or anything magical,

         10  but certainly your knowledge of this area is, so

         11  once again, thank you.

         12                 ASSEMBLYMEMBER LOPEZ: And you keep up

         13  the good work. I met your uncle, he's very proud of

         14  you.

         15                 CHAIRPERSON DILAN: Thank you, ladies

         16  and gentlemen.

         17                 Okay, the next panel that's coming

         18  up, and I would imagine that the Sergeant-At-Arms is

         19  working at getting an additional chair up there,

         20  will consist of four members. The first will be

         21  Jerilyn Perine from Citizens Housing and Planning

         22  Council, also former HPD Commissioner. Bernie Carr,

         23  New York State Association For Affordable Housing.

         24  Mr. Martin Dunn, from Dunn Development Corp. And

         25  Adam Weinstein, on behalf of Phipps Houses. And at
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          2  this point I do have to institute a three-minute

          3  clock. I know some of the testimony may take long.

          4  Try to give us the highlights and basic points of

          5  the testimony, if you can't read it within the

          6  allotted time, and we will ask that they be entered

          7  into the record as if they were read in it's

          8  entirety.

          9                 We generally, or I generally allow

         10  the ladies to testify first. So, being that we do

         11  have a lady on the panel, we'll begin with you.

         12                 MS. PERINE: Well, when I worked in

         13  government, nobody ever referred to me as a lady,

         14  but --

         15                 CHAIRPERSON DILAN: And I do need

         16  everybody to identify themselves for the record

         17  before they get into their testimony.

         18                 MS. PERINE: My name is Jerilyn

         19  Perine, and I'm the Executive Director of the

         20  Citizens Housing and Planning Council. Before this I

         21  worked in City government for about 26 years, 18

         22  years at the Housing Department, and three and a

         23  half years as Commissioner. And I think I've proven

         24  my good government credentials in the last two and a

         25  half years since I left government.
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          2                 I've been unable to financially

          3  capitalize on any of my prior experience, and I'm

          4  back in the not-for-profit world.

          5                 The Citizens Housing and Planning

          6  Council had a committee on 421-A and we offered an

          7  analysis and a position on this issue in our latest

          8  issue of the Urban Prospect, which although

          9  riveting, I'm not going to read, you can read it.

         10  And I think it does provide a good overall view of

         11  what we believe the position of 421-A could be.

         12                 The recent report for the Independent

         13  Budget Office I think also underscores a lot of what

         14  we talked about in the Urban Prospect.

         15                 We argued broadly that while it's

         16  wise to reconsider the benefits of a program that

         17  has not been revised significantly since the 1980s,

         18  the underlying need for such a program is to be

         19  found in the City's tax assessment policies, which

         20  unfairly tax residential rental property.

         21                 And the recent report by the IBO I

         22  think underscores that again by indicating that over

         23  the last 25 years, rather than the effective tax

         24  rates for major property types being equalized, the

         25  gaps between Class 1 properties and all others has
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          2  actually grown.

          3                 Co-ops and condos have an affected

          4  tax rate that's one and a half times that Class 1

          5  properties, while elevator apartment buildings have

          6  an effective tax rate that is 8.1 times higher than

          7  Class 1 properties.

          8                 Since the disparity in the effective

          9  tax rate remains, there remains a need to provide

         10  some kind of tax relief for the new construction of

         11  housing.

         12                 Removing tax benefits, and, you know,

         13  all morning I don't know how you weren't sitting

         14  here with a bottle of Advil next to your water, but

         15  removing tax benefits basically increases the cost

         16  of construction of housing, so who bears that

         17  increase in trying to guess what the market's

         18  reaction to that increase is going to be is much of

         19  what the debate has been.

         20                 Everyone would like to think that the

         21  developers are going to tighten their belts and just

         22  take less profit, invariably more of that increased

         23  cost will be passed along to the renter and

         24  purchaser, or in fact where the market is not strong

         25  enough to support those increased costs simply will
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          2  stop, unless they get much deeper subsidies.

          3                 And while that specter of big

          4  developers are getting tax breaks for building

          5  luxury housing in Manhattan, drives much of the

          6  debate around this issue, it's neighborhoods in the

          7  Boroughs of Bronx, Queens and Brooklyn that will

          8  feel these increased costs of construction most

          9  acutely, if extreme affordability requirements in

         10  addition are put into place.

         11                 In order to insulate moderate- and

         12  middle-income communities outside of Manhattan from

         13  bearing the burden of these increased costs, we

         14  support the bill proposed by Speaker Quinn and her

         15  colleagues, even though it doesn't represent all of

         16  the things that we talked about, that represents a

         17  sensible compromise and avoids the unintended

         18  consequences of actually driving up the cost of

         19  housing outside of Manhattan.

         20                 While there are details that we think

         21  can be improved upon, such as extending the two-year

         22  period for reconsideration of the boundaries, which

         23  we think is just too short to actually get a good

         24  sense of what's happening in the market, we still

         25  think that the bill represents a good step forward.
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          2                 We hope that as you deliberate this

          3  issue, that you will also consider two underlying

          4  problems that I think haven't really gotten a lot of

          5  discussion today.

          6                 Again, the first is the inequality in

          7  that tax assessment system that continues to

          8  unfairly burden the construction of new rental

          9  housing in a City starved for those units; and the

         10  second is the impact of the more than two decades of

         11  the loss of federally sponsored housing for

         12  low-income households, notably public housing and

         13  Section 8 rental housing.

         14                 And while both of these issues seem

         15  intractable, and we've actually almost forgotten

         16  that you could still argue for these things, they

         17  are directly causing many of the problems we are

         18  facing today. It's not 421-A which has cut off the

         19  production of public housing and placed the units we

         20  even have in jeopardy.

         21                 And, finally, our organization is

         22  concerned that the discourse around this issue is

         23  focused a great deal on pitting one group of needy

         24  New Yorkers against another, and this is

         25  unfortunate.
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          2                 So, we would like you to remember

          3  that households earning somewhat below the median

          4  and somewhat above, those earning between 50,000 and

          5  $100,000 a year, represent, even on the high end,

          6  two wage earner households that are very key to our

          7  City's future.

          8                 The rhetoric that somehow vilifies

          9  such households because others have less does not

         10  advance the issues that are central in these

         11  debates. And our moderate- and middle-income working

         12  families are desperately needed if we are to

         13  continue to have healthy neighborhoods that help to

         14  nurture and grow our middle class.

         15                 Thank you.

         16                 CHAIRPERSON DILAN: Thank you.

         17                 MR. CARR: Good afternoon. My name is

         18  Bernie Carr, and I'm the Executive Director of New

         19  York State Association for Affordable Housing. Thank

         20  you, Mr. Chair and the Committee for letting me

         21  testify today.

         22                 NYSAFAH is an organization of

         23  developers and others involved in the construction

         24  of affordable housing in New York City and

         25  throughout the State. We define affordable as
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          2  housing that is built with a government subsidy and

          3  rented or sold at below-market rates.

          4                 While we believe that the 421-A

          5  program is still a necessary incentive for market

          6  rate housing and much of the City, our main concern

          7  is that the program be extended in a way that will

          8  maximize the number of affordable units produced.

          9                 For this reason we oppose Intros 487

         10  and 490. While they're well intentioned, they will

         11  result both in fewer market rate and fewer

         12  affordable units.

         13                 Market rate developers will simply

         14  not be able to build projects that are 30 percent

         15  affordable, without additional substantial

         16  governmental assistance, even in those areas of the

         17  City where the market rents are highest.

         18                 To meet an affordability requirement

         19  of 30 percent or greater, market rate developers

         20  will have three options: Go without benefits and not

         21  provide any affordable housing, which Commissioner

         22  Donovan was talking about this morning; demand even

         23  more subsidy for these high-cost projects, which

         24  will take away resources from the 100 percent

         25  affordable projects that our members build elsewhere
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          2  in the City or not build at all.

          3                 None of these options provide any

          4  benefit for affordable housing, and the first two

          5  will actually cost the City more in added

          6  expenditures and lost revenues.

          7                 At least in prime neighborhoods,

          8  developers will have the option of building without

          9  421-A benefits, but by treating neighborhoods like

         10  Norwood or Corona the same as SoHo or the Upper East

         11  Side, this legislation will have a chilling effect

         12  on middle-income housing in the outer boroughs. In

         13  areas such as these construction is impossible

         14  without the benefits, and market rents which are

         15  affordable for much of the community, are not enough

         16  to cross subsidize low-income units.

         17                 To quote from the CHPC report that

         18  Jerilyn quoted and referred to, it's actually a very

         19  good report, very scintillating reading, one size

         20  fits all strategy that mandates below market rate

         21  housing Citywide through 421-A, runs the risk of

         22  depriving those neighborhoods most in need of

         23  quality housing.

         24                 We support intros 472 and 486, but

         25  with several major qualifications.
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          2                 First we recommend reform of the

          3  certificate program, rather than its complete

          4  elimination. While the program has been criticized

          5  justifiably for being inefficient, in the last years

          6  alone it's produced over 2,000 units. The

          7  programmatic changes recommended by the Task Force

          8  were implemented, the program could become an even

          9  more important and cost effective resource for

         10  affordable housing.

         11                 The Intros also require that all the

         12  affordable units be built on site which will

         13  encourage market rate developers to make greater use

         14  of the 80/20 program which is funded with tax exempt

         15  bonds.

         16                 The aggregate amount of these bonds

         17  will count towards the State's bond volume cap,

         18  which could ultimately divert funds from 100 percent

         19  affordable projects.

         20                 At the very least, we support

         21  developers given the option to provide off-site

         22  affordable housing within the community. This would

         23  balance our objective of promoting economic

         24  integration in these prime neighborhoods against a

         25  high subsidy costs associated with on-site
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          2  affordable housing requirements.

          3                 If the negotiable certificate program

          4  is eliminated, it is vital that it be replaced with

          5  a dedicated fund large enough to replace the units

          6  that would otherwise be produced under a reform

          7  program. To do this over ten years, the initial

          8  investment would have to be far greater than the 400

          9  million that's been talked about, at least a billion

         10  dollars. According to responsible estimates, this is

         11  well within the initial amount of tax revenue and

         12  present value terms that the City will realize from

         13  a revamped 421-A program.

         14                 Further, as has been talked about

         15  before, the fund must be structured as a net

         16  addition to the current City's planned level

         17  investment of affordable housing and be well

         18  protected from annual appropriations, the annual

         19  appropriations process.

         20                 We support the assessed valuation

         21  cap, we support the expansion of the exclusion zone,

         22  despite some misgivings about the inclusion of

         23  Central Harlem.

         24                 And we'd be very happy to work with

         25  the Council going forward on any of these matters.
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          2                 Thank you.

          3                 MR. DUNN: Thank you.

          4                 Good afternoon. My name is Martin

          5  Dunn, and I'm the President of Dunn Development

          6  Corp, a socially conscious private developer of

          7  affordable housing in New York City. Prior to

          8  forming Dunn Development Corp, I spent five years

          9  working at East New York Urban Youth Corp where I

         10  developed a considerable amount of affordable

         11  housing, and all have been directly involved in the

         12  production of more than 1,300 units of affordable

         13  housing, realizing just about every City, State and

         14  federal housing program, including the 421-A

         15  negotiable certificate program.

         16                 I want to start by saying that I

         17  strongly support 421-A reform, including expansion

         18  of the exclusion zone, the elimination of the

         19  certificate program, replacement of the certificate

         20  program with a dedicated fund and the creation of

         21  the AV cap, and I want to commend the Council and

         22  the Administration for initiating such wide scale

         23  reform.

         24                 While I feel Intro. 490 is well

         25  intentioned, I do have tremendous concern about the
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          2  proposal.

          3                 My biggest concern is the expansion

          4  of the exclusion zone Citywide. I feel this will

          5  have a very serious detrimental impact on many

          6  lower-income neighborhoods which have been finally

          7  undergoing revitalization, neighborhoods such as

          8  East New York, Brownsville and Brooklyn.

          9                 The private development of

         10  moderate-income housing in these neighborhoods has

         11  had a very positive effect, not only providing

         12  needed housing, but also bringing stability,

         13  supporting neighborhood retail, reducing blight, et

         14  cetera.

         15                 During my five years in East New

         16  York, one of the biggest things we struggled with

         17  was attracting middle-income housing and

         18  unsubsidized private development.

         19                 That has changed for East New York,

         20  and East New York significantly for the better

         21  because of it.

         22                 While East New York needed affordable

         23  housing then, it needs it now just as much. It needs

         24  economic integration and middle-income housing.

         25                 I'm also concerned about the 30
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          2  percent affordable requirement, which I think is too

          3  large to incentivize encouragement of on-site

          4  housing in the zone. I also do not support the 50

          5  percent AMI limit, while most of the developments

          6  will utilize that, as has been discussed because of

          7  the tax exempt bond programs, home ownership

          8  projects using cross subsidies, or the existing

          9  middle-income home ownership projects, it will be a

         10  further disincentive, and housing for persons at 80

         11  percent of AMI is one of the most underserved tiers

         12  of affordable housing in the City.

         13                 While I think our goal needs to be

         14  better economic integration of neighborhoods, I'm

         15  convinced that Intro. 490 will lead to further

         16  economic segregation.

         17                 You won't get the affordable housing

         18  in the higher-income neighborhood, and you'll kill

         19  middle-income housing in the low-income

         20  neighborhoods.

         21                 And my company does not do this type

         22  of housing, so we do not have an interest in this.

         23  Perversely we would benefit from Intro. 490, because

         24  in killing middle-income development in

         25  neighborhoods like East New York, it will make it
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          2  easier for my company to buy land, but I think it

          3  would be a tragedy to do that to neighborhoods that

          4  so many of us have worked so hard to revitalize.

          5                 I do support Intro. 486 because I

          6  feel it strikes the right balance between ending

          7  subsidies to market rate projects that would happen

          8  anyways, while still promoting affordability on

          9  site, and promoting middle-income housing, economic

         10  integration in lower-income neighborhoods.

         11                 As I mentioned, I support the

         12  elimination of the certificate program. I support

         13  the expansion of the boundaris of the exclusion

         14  zone. I think the idea of a boundary review

         15  commission is a great idea, and because no one can

         16  accurately predict the impact this is going to have,

         17  I would proceed with caution on the boundaries at

         18  this point because it can be adjusted later.

         19                 I just have two quick recommendations

         20  regarding 486. The first is that there is more

         21  flexibility in how a project meets the affordability

         22  requirements, and some people have talked about

         23  projects that have significant middle-income housing

         24  at 80 percent, I mean at 100 percent or 130 percent

         25  AMI would not qualify, and those are important
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          2  projects to incentivize in the City; and the second

          3  is that I concur with people calling for a larger

          4  amount of funding into the Affordable Housing Fund.

          5  Thank you.

          6                 MR. WEINSTEIN: Good afternoon. I'm

          7  Adam Weinstein. Chairman Dilan, members of the

          8  Council, thank you for having me today. I'm the

          9  President of Phipps Houses, a 101 year old

         10  not-for-profit organization that has developed 4,400

         11  units of housing, affordable housing throughout New

         12  York City with another 1,200 currently in the

         13  pipeline and 13,300 under management.

         14                 Nearly all of these units are

         15  affordable and benefit from some form of real estate

         16  tax abatement.

         17                 We have also used the negotiable

         18  certificate program, so, as Martin stated earlier,

         19  there are elements of certain bills that we would

         20  benefit from individually that don't, I believe,

         21  represent good policy for the City.

         22                 I shared the views expressed by the

         23  panelists, Jerilyn, Bernie and Martin in many areas.

         24  So perhaps the most important thing for me to do

         25  would be to illustrate by example the effect by
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          2  specific projects, and particularly I'd like to turn

          3  my attention to a project that we are doing, that

          4  Phipps Houses is doing in the South Bronx, in the

          5  downtown Bronx. The project is targeted at household

          6  income between 80 percent and 100 percent of area

          7  median income, reserving 25 percent of the units for

          8  low-income households.

          9                 It's a neighborhood, as most of us

         10  know the South Bronx has not seen as much of the

         11  economic boom, boomlet of the past few years, and

         12  accordingly, some of us on this panel have developed

         13  mostly housing available to households earning under

         14  60 percent area median income.

         15                 I believe that the South Bronx would

         16  benefit from some of the economic integration that

         17  brings about the benefits Martin described earlier,

         18  retail activity, opportunities for two households

         19  earning $48,000 to 60,000 of area median income.

         20                 The effect of altering or mandating

         21  on-site requirements even by one unit would have the

         22  effect of eliminating from 50- to 60,000 dollars of

         23  conventionally financed mortgage indebtedness on

         24  that project per dwelling unit. That's the

         25  difference between a feasible project and an
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          2  infeasible project.

          3                 Now, many of us in the affordable

          4  housing community are well familiar with New York

          5  City bond programs that can more than make up the

          6  difference lost through the conversion of that unit

          7  from a moderate income unit to a low income unit.

          8  But not every developer in the City of New York is

          9  101-year-old not-for-profit organization that does a

         10  great deal of affordable housing development or a

         11  socially conscious developer that is also an active

         12  participant in the City's housing programs. In fact,

         13  we represent a very small fraction of the City's

         14  production ability.

         15                 Accordingly, I do support Intro. 486,

         16  with the recommendations made by my colleague and

         17  friend Martin Dunn earlier, an expansion of the

         18  Affordable Housing Fund to a significant amount that

         19  would make up the difference. I believe it

         20  represents a more tactical, more targeted means by

         21  way of which affordable housing can be financed,

         22  developed and provided in the City of New York.

         23                 Thank you very much.

         24                 CHAIRPERSON DILAN: Thank you. And I

         25  appreciate all of you for coming down and taking the
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          2  time to weigh in on this issue. I guess at this

          3  time, if my colleagues have any questions for the

          4  panel, I'll allow quick questions.

          5                 Council Member Brewer.

          6                 COUNCIL MEMBER BREWER: Thank you very

          7  much. As you know, I represent the West Side of

          8  Manhattan. We have many, many, many units that will

          9  expire and there will be no affordability. So, it is

         10  a program currently that doesn't have permanency.

         11                 So, I'm wondering what you would

         12  suggest in terms of making this permanent, a

         13  permanent program. What would it take?

         14                 Because otherwise, I think I'm the

         15  only one who has got a lot of units. Everybody is

         16  interested in having this program in their area, but

         17  I'm the only one with it. And right now you move on,

         18  the abatement is gone, market rate apartment. It is

         19  not a permanent affordable housing program.

         20                 MS. PERINE: Yes. And I think you'd

         21  have to really go back to an analytical basis to

         22  figure out what kind of a reasonable trade-off is it

         23  from a tax benefit point of view to get a permanent

         24  affordable unit.

         25                 I don't know what the math, you know,
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          2  I didn't know there was going to be math questions,

          3  I don't know what the math answer is, but that's how

          4  you would have to look at it. I mean, and I think

          5  the other thing to keep in mind is that 421-A may,

          6  in fact, not be the best tool to ensure permanent

          7  affordability. And, you know, you may have to think

          8  about how that fund is going to be used, as a way to

          9  augment some of this.

         10                 COUNCIL MEMBER BREWER: The fund that

         11  is being discussed is not in Manhattan. So, that

         12  doesn't help me at all.

         13                 MS. PERINE: Right. It's outside.

         14  Right. I'm just saying there may have to be some

         15  other source of funding for creating a permanent

         16  unit, because, to be honest, if the trade-offs that

         17  people got in Mitchell-Lama program, which are far

         18  deeper than what you get from 421-A, and they didn't

         19  buy permanency either, so, I think you would have to

         20  look at it. If you could figure out how to make it

         21  work with a tax exemption, that's great. But you

         22  only have three ways to reduce the cost of housing.

         23  You can write down the cost of land, you can write

         24  down the cost of construction, and you can write

         25  down the long-term operating, which is what the tax
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          2  benefits do. So, you've got to effect, you know, one

          3  or some combination of those three to get permanent

          4  affordability. Normally we've done that on the City

          5  side with much deeper subsidies than just the tax

          6  benefit.

          7                 COUNCIL MEMBER BREWER: Okay. I think

          8  we all can agree that's what we need. It needs to be

          9  a permanent program, whatever the math is.

         10                 MS. PERINE: Yes. And, again, that's

         11  why I actually, and I mean, I know it's a little

         12  maybe Don Quixote-like, but I do think that we

         13  shouldn't forget that we used to have a federal

         14  government that used to provide financing for

         15  permanent low-income housing and housing for working

         16  people.

         17                 So, I don't think we can turn to the

         18  City to bear the burden of every layer of government

         19  that is not doing its fair share as well.

         20                 COUNCIL MEMBER BREWER: Thank you.

         21                 MR. DUNN: Can I add one thing, which

         22  is that each project in the exclusion zone will make

         23  an individual determination, is it better to pay

         24  your taxes or to do on-site affordable? This is an

         25  incentive program, it can't be mandated. So, if you
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          2  go from 20 years to permanent, does that mean that

          3  instead of half of the people choosing on site, only

          4  ten percent of the people choose on-site? The more

          5  requirements you add, the less likely it is people

          6  are going to choose on-site.

          7                 And, so, you want to strike a

          8  balance, if the goal is to have people choose the

          9  on-site option, you have to strike a balance.

         10                 CHAIRPERSON DILAN: Thank you.

         11                 Council Member Gerson.

         12                 COUNCIL MEMBER GERSON: Thank you all

         13  very much. It's been a pleasure to have worked with

         14  so many of you, and I appreciate, Commissioner

         15  Perine --

         16                 MS. PERINE: I'm not Commissioner --

         17                 COUNCIL MEMBER GERSON: Well, once,

         18  always. It's an honorary -- but I appreciate your

         19  bringing up the point of tax reform, something many

         20  of us have called that as very needed.

         21                 I just wanted to add, or ask you if

         22  you could add to or elaborate your analysis of your

         23  last bit of testimony about, you know, there are

         24  only three ways to effect the cost. Well, I don't

         25  know if it's a fourth way or maybe conceptually it's
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          2  an elaboration of -- it's another way of reducing

          3  the cost of land, but zoning, and specifically

          4  inclusionary zoning, is another effective, is it

          5  not, means to encourage the creation of affordable

          6  housing and is there not some, you know, an

          7  interplay between all of those means so in theory,

          8  the more inclusionary zoning, or the greater the

          9  bonus, there is some trade off, you might not need

         10  quite as much of a tax incentive and vice-versa.

         11  Just conceptually without getting to any of the

         12  specific mathematics and numbers, if you can just

         13  elaborate on how the two might interplay, I'd

         14  appreciate it.

         15                 MS. PERINE: Yes. I mean, I guess, you

         16  know, from a theoretical model, sure, you're right,

         17  dealing with Land Use regulation is another way to

         18  effect the price of land.

         19                 Personally I think inclusionary

         20  zoning is a tough way to go, and actually makes me a

         21  little nervous when we begin to use our land use

         22  regulation to regulate the kind of people that are

         23  going to live in a particular place. You know,

         24  that's the kind of thing that I worry about being

         25  used perhaps in a way opposite from how I know that
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          2  you are seeking to use it. And if we want to really

          3  try to build a market for mixed income communities,

          4  I'm not sure that zoning is really the way to go.

          5                 I do, you know, support all the

          6  rezoning of our old industrial landscape in making

          7  that landscape available for new communities, and

          8  certainly I think that there's a need to create a

          9  mixed-income approach.

         10                 My fear is that as we've, you know,

         11  kind of begun to see in Williamsburg, inclusionary

         12  zoning alone is not enough to attract the capital to

         13  do the affordable units. So, then if you have to add

         14  additional subsidies, I do worry about that

         15  competition of communities like Ocean Hill

         16  Brownsville, which desperately need a lot of

         17  subsidized dollars to get housing built versus new

         18  areas in newly rezoned communities that are going to

         19  take an inordinate amount of subsidies per unit to

         20  get to the goal that you're trying to reach.

         21                 So, that's the trade off.

         22                 CHAIRPERSON DILAN: Thank you very

         23  much.

         24                 Okay, thank you, Council member.

         25  We'll move to Council Member Mendez.

                                                            241

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2                 COUNCIL MEMBER MENDEZ: My question is

          3  for all of the panelists, and certainly for Adam

          4  Weinstein, who knows my community very well.

          5                 Are there any communities in this

          6  City that could sustain 30 percent, where developers

          7  would avail themselves and build a 30 percent? And

          8  is my community one of them?

          9                 MR. WEINSTEIN: Yes. I don't mean to

         10  be curt. But it really is a, as the Council Member

         11  knows, the ability to cross subsidize is directly

         12  proportional to the market rate units.

         13                 My greatest frustration in trying to

         14  bring a unit to -- an affordable housing unit to New

         15  York City entering teacher and first-year cop, is

         16  being able to subsidize the cost of building that

         17  new unit in a place like the South Bronx, or Ocean

         18  Hill Brownsville, or neighborhoods that aren't as

         19  well off as, honestly as your district.

         20                 But of course, there are

         21  neighborhoods where there could be, where a greater

         22  degree of cross subsidy is possible. It does,

         23  however, create issues of equity and fairness within

         24  the City of New York.

         25                 MR. CARR: And to just add to that, I
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          2  mean I would reiterate what was talked about this

          3  morning, there are really two points. There are lots

          4  of neighborhoods that can't sustain that, and in the

          5  neighborhoods that can, because, as I think Adam

          6  pointed out, this program is voluntary, a developer

          7  may choose, if looking at the option, if the only

          8  option to receive the benefits is to go 30 percent

          9  of affordable housing, at that point the developer

         10  may say, you know what, it's not worth it to build

         11  any affordable housing at all. And that's one of our

         12  concerns that if we, if we place too much of an onus

         13  on developers, you know, Assemblyman Lopez, who is

         14  the foremost champion in our State of affordable

         15  housing, second to none, and he talked about, well,

         16  the builders are just going to make less money, our

         17  concern, and we don't really care about how much

         18  money the market rate builders make, because those

         19  aren't the people we represent, and I will be in

         20  trouble if there are any market rate builders in the

         21  audience, but that's not our concern. Our concern is

         22  that this will just be too much incentive for the

         23  market rate developers to forego going 100 percent

         24  market rate. That they're just going to say, gee,

         25  you know, we're just going to build 100 percent
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          2  market because, you know, we can't get any more

          3  benefits, as Commissioner Donovan was saying, we

          4  can't get any more benefits going 70/30 as opposed

          5  to 80/20.

          6                 One of the things that we're

          7  concerned about, as affordable housing developers

          8  with a 70/30 option, is as Jerilyn just said, that

          9  the market rate developers will then be using the

         10  other scarce subsidies to try to make up that

         11  difference and that's going to take away from the

         12  100 percent affordable housing we're doing

         13  elsewhere.

         14                 So, I think when you talk about a 30

         15  percent option, again, a lot of places where it's

         16  not going to work, and those places where it will

         17  work, their requirement may actually backfire and

         18  you'll end up with fewer affordable units.

         19                 COUNCIL MEMBER MENDEZ: In those

         20  communities where you say it won't work; would a

         21  75/25 work instead?

         22                 MR. DUNN: Could I jump in? I think it

         23  again goes to the same issue as the permanence on

         24  the affordability. If your goal is to get as many

         25  projects to buy in, you try to pick off the few
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          2  projects that might be able to. This is very

          3  block-by-block, you know, within neighborhoods, how

          4  much the cross subsidy might work.

          5                 If you're trying to pick off the ones

          6  that can make the greatest cross subsidy, you may

          7  knock out a whole bunch of other projects from

          8  choosing the option at the same time. And so if the

          9  goal is to get people to do on-site, you have to,

         10  you know, know that you may over-incentivize some

         11  projects in order to make other projects work. And

         12  without going in and specifically dealing with every

         13  separate block, that's the best way to go.

         14                 COUNCIL MEMBER MENDEZ: And if you

         15  could just give me an example of a community where

         16  it wouldn't work and why? Anyone?

         17                 MS. PERINE: Well, you know, I would

         18  also add just one other piece of this. I don't think

         19  it's just sort of an either/or, where it works and

         20  then where the developers would say, no, we're not

         21  going to build.

         22                 I think there is a third and in some

         23  ways worse scenario again for the outside of

         24  Manhattan communities, which is to do that kind of

         25  cross subsidization and whether it's 20 percent or
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          2  25 or 30, that other market rate side is going to

          3  have to get up to a certain level of rent or sales

          4  price in order to actually cross-subsidize

          5  sufficiently those other units.

          6                 So, where you might have had a

          7  project, and I think we actually used it as an

          8  example in our urban prospect, in Corona that was,

          9  you know, being financed through an affordable

         10  underwriting with, you know, no subsidy, just 421-A,

         11  so the two bedrooms were renting at $1,600 a month.

         12  If you were going to require 20 percent, and you

         13  know we just did the math for that, we didn't do it

         14  for more, basically you would have gotten a few

         15  below-market units, you know, affordable at,

         16  whatever, I forget, 60 percent of AMI, but that

         17  1,600 a month now had to go up to 2,000 a month, so,

         18  in order to again, you know, get that cross

         19  subsidization.

         20                 Now, you know, is there a right and a

         21  wrong answer to this? I don't think it's all so

         22  black and white. But I do think we have to ask about

         23  who do we think is going to actually do this cross

         24  subsidy?

         25                 In your community we know it does
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          2  work. I mean, we did it actually, HPD did it at the

          3  Cooper Square site on Houston Street. Thirty percent

          4  of those units are low income, plus the City got

          5  actual acquisition price for that site as well. But

          6  that 70 percent is pretty high, right? So, you know,

          7  that's not the same high market that they're going

          8  to get in these other communities.

          9                 So, we really -- my fear is that we

         10  actually have the potential in some of these outer,

         11  outside of Manhattan areas, to sort of even overheat

         12  the market. The very thing that people are concerned

         13  about, you know, fueling those gentrification

         14  flames, and increase, pushing up the market

         15  pressures in many of these communities. In fact, you

         16  may end up doing, if you're going to require those

         17  market rate units, to meet the needs of cross

         18  subsidizing a low-income requirement that isn't

         19  sufficiently subsidized.

         20                 MR. CARR: Also, I will add to that,

         21  and then Adam will say something, but I would add to

         22  that that there are a lot of communities, like

         23  Pelham Bay in the Bronx, where I lived for many

         24  years, for example, where most of the development is

         25  small scale, you know, 15, a 20-unit apartment house
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          2  is a big apartment house. Those small buildings

          3  don't have the ability to participate in, for

          4  instance the 80/20 program that large buildings in

          5  your district would be able to do, simply because of

          6  all of the various fees that are associated with

          7  that.

          8                 So, in smaller communities,

          9  communities with smaller scale building, they're

         10  just not going to have the ability to access the

         11  financing that a developer of a large building in

         12  your district would be able to.

         13                 MR. WEINSTEIN: I was simply going to

         14  add that the donut hole in the affordable housing

         15  development community is for moderate- and

         16  middle-income housing. We have a great deal of

         17  available, a huge array of mostly federal resources

         18  to provide housing for households of low income. And

         19  it has been a challenge since Jerilyn's time in

         20  government to find the tools for creating a broader

         21  array of incomes within developments that are termed

         22  affordable housing.

         23                 In effect, it's trying to recreate

         24  some of the great benefits of the Mitchell Lama

         25  program that Councilwoman Brewer referred to earlier
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          2  on.

          3                 And I am concerned that the effect of

          4  the 30 percent requirement or 25 percent or some

          5  number will make marginal projects that could be

          6  middle and low-income projects, non-feasible.

          7                 COUNCIL MEMBER MENDEZ: Thank you. And

          8  if you'll just indulge me a little bit, because Ms.

          9  Perine mentioned Cooper Square Urban Renewal Area,

         10  and actually my colleague and I share that area, and

         11  I think Alan had a very good point and had a

         12  follow-up, right?

         13                 COUNCIL MEMBER GERSON: Well, just

         14  going back to --

         15                 CHAIRPERSON DILAN: I can't allow that

         16  to happen. I can't allow that to happen.

         17                 COUNCIL MEMBER GERSON: We'll continue

         18  the conversation following your testimony.

         19                 CHAIRPERSON DILAN: If Council Member

         20  Mendez has a question, I'll allow that, but I can't

         21  allow her --

         22                 COUNCIL MEMBER GERSON: Mr. Chair, in

         23  the interest of time, I'll be happy to continue the

         24  conversation.

         25                 CHAIRPERSON DILAN: All right. I guess
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          2  no more questions for this panel then?

          3                 Okay, so then we'd like to thank you

          4  all for coming up and I guess the next person to

          5  come up and give testimony will be the Comptroller

          6  of the City of New York. William Thompson. Please

          7  come forward. And even though I said your name, when

          8  you sit down and begin your testimony, if you can

          9  just identify yourself again for the record.

         10                 COMPTROLLER THOMPSON: Good afternoon,

         11  Mr. Chairman, members of the Housing and Buildings

         12  Committee. My name is William Thompson, Comptroller

         13  of the City of New York, and I'd like to thank you

         14  for the opportunity to present testimony today on

         15  reforms to section 421-A of the City's real property

         16  tax law.

         17                 With me this afternoon, to my left,

         18  the Deputy Comptroller for Budget, Marshall Van

         19  Wagner; to my right Frank Braconi, who is the Chief

         20  Economist in the Comptroller's Office.

         21                 And let me point out in a number of

         22  comments that I'm about to put forward, they had a

         23  substantial role in putting it together.

         24                 As most of you know, my office issues

         25  a policy report on the 421-A program last May,
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          2  concluding that the program currently benefits too

          3  many luxury developers, and that overall the amount

          4  of affordable housing that has been assisted is

          5  relatively small in relation to the value of the

          6  subsidies.

          7                 Our review raise fundamental

          8  questions about the future direction of the 421-A

          9  Program, which the City's housing affordability

         10  crisis intensifying, we simply cannot afford to

         11  waste a single dollar of scarce affordable housing

         12  development public resources.

         13                 The Mayor's Commission on the 421-A

         14  program provided an important venue to continue the

         15  conversation on this topic. Unfortunately, the

         16  Commission's recommendations to address the

         17  program's shortcomings were insufficient.

         18                 I commend the Speaker and you, Mr.

         19  Chairman, for your dedicated efforts to help resolve

         20  the City's affordable housing crisis, and I applaud

         21  many of the measures included in Intro 486 to

         22  overhaul the City's 421-A Program.

         23                 For instance, Intro. 486's insistence

         24  that affordable housing be provided on site is, with

         25  minor exceptions that I'll get to later, of critical
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          2  importance. The 421-A program can and should be a

          3  means to further economic integration in New York

          4  City.

          5                 I also support Intro. 486's

          6  recommendation to end the Negotiable Certificates

          7  Program and replace it with an affordable housing

          8  trust fund.

          9                 The certificate's program has

         10  provided little capital to low-income housing

         11  relative to the amount of City tax revenue foregone.

         12                 The creation of a dedicated

         13  affordable housing fund will provide financing for

         14  new construction, rehabilitation and preservation.

         15                 In spite of our agreement on these

         16  reforms, I believe that Intro. 486 could go even

         17  further. For instance, while the bill under

         18  consideration expands the geographic area to which

         19  affordable housing would be included, it is my

         20  feeling that the 421-A exclusion zone should be

         21  expanded to cover the entire City.

         22                 As of right tax exemption should no

         23  longer be given to purely market rate developments.

         24  Eliminating such exemptions will allow the City to

         25  realize tax revenue from new market rate housing
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          2  development and encourage more developments to

          3  incorporate affordable housing.

          4                 I recognize that establishing one set

          5  of affordability requirements across the City put

          6  some communities at a disadvantage. There will be

          7  some circumstances at which neighborhoods get the

          8  benefit of neither new market rate nor affordable

          9  housing.

         10                 For this reason, I believe that a

         11  Citywide exclusion zone should be accompanied by

         12  greater flexibility and affordability requirements.

         13  The existing 80/20 formula is unlikely to be equally

         14  feasible in every neighborhood of the City.

         15                 In some areas the rents achievable

         16  from the market rate units may not be high enough to

         17  cross subsidize 20 percent of the units, as

         18  currently required.

         19                 In others, market conditions may

         20  justify 30 percent affordable units at some

         21  appropriate rate and income level.

         22                 Developers should be able to choose

         23  an appropriate mix of market and affordable units.

         24                 Therefore, I recommend a sliding

         25  scale of options based on the market conditions of
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          2  the area and the financial constraints of the

          3  project.

          4                 While many developers in the core

          5  part of Manhattan may continue to use the 80/20

          6  configuration, developers in the rest of Manhattan

          7  and the other boroughs might experiment with

          8  different mixes that could promote additional

          9  affordable housing.

         10                 This proposal does not alter the

         11  current method for determining income eligibility of

         12  tenants, and assumes that affordability of units

         13  will be required for the life of the 421-A

         14  exemption.

         15                 And while I strongly favor the

         16  inclusion of affordable housing on-site, there are a

         17  few instances where it may be appropriate to allow

         18  developers receiving 421-A benefits to develop

         19  affordable units in the surrounding community.

         20                 Expansion of the exclusion program

         21  and elimination of the certificate program will

         22  leave condominium developers and developers of small

         23  rental projects with no realistic way to access

         24  421-A exemptions. For both legal and economic

         25  reasons, it's difficult for developers to provide
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          2  affordable units on site within a condominium

          3  building.

          4                 To encourage these developers to

          5  provide affordable housing, off-site provision of

          6  the affordable units should be permitted.

          7                 This could be accomplished through

          8  different options. For example, a suitable model is

          9  the one used for inclusionary housing within the

         10  City's zoning resolution.

         11                 Under that program, required

         12  affordable units must be produced either on-site,

         13  within the same community board district, or in an

         14  adjacent community board district within one-half

         15  mile of the site receiving the zoning bonus.

         16                 A second option would be to pay fees

         17  into an affordable housing fund.

         18                 This would be simpler for many small

         19  developers outside of Manhattan to comply with,

         20  would set up a more accountable system than

         21  negotiable certificates.

         22                 A third option would be to exclude

         23  developers of small rental and condominium projects

         24  from affordability requirements entirely.

         25                 This option would spur development in
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          2  neighborhoods where the residential real estate

          3  market has been weak.

          4                 Since 1998, the annual value of 421-A

          5  subsidies has increased by more than $240 million.

          6  By 2005, those subsidies reached $320 million.

          7                 While Intro. 486 imposes a cap of

          8  $65,000 on the average assessed value per unit in a

          9  building, the exemption period is not limited and

         10  applies only to development exempt from affordable

         11  housing requirements.

         12                 I've called for a cap of $100,000, a

         13  number that may go higher upon further analysis.

         14                 And I recommend a limit to the

         15  exemption period of 15 years Citywide, following the

         16  same phase-in schedule as is currently applied to as

         17  of right developments outside of the exclusion zone.

         18                 Almost 30 percent of renters in New

         19  York City pay over half their incomes on shelter. It

         20  is the working men and women of New York who have

         21  kept our City running through good times and bad. If

         22  they cannot survive in our City, we will face a

         23  crisis as they leave, for we surely can't survive

         24  without them.

         25                 The 421-A program should assist in
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          2  constructing market rate housing only in cases where

          3  it would not have been built without government

          4  help.

          5                 Wherever it is built, we must insist

          6  that affordable housing be included as part of the

          7  mix, preferably on site, but off site in the

          8  circumstances I've suggested.

          9                 I greatly appreciate the important

         10  work this Committee has done to address the failings

         11  of the current system.

         12                 Intro. 486 goes a long way towards

         13  reforming the 421-A process, but I believe the

         14  additional measures I have outlined in my testimony

         15  this afternoon are equally critical. And, again, I'm

         16  grateful for the opportunity to address this

         17  important matter with you here today.

         18                 CHAIRPERSON DILAN: Thank you, Mr.

         19  Comptroller. I also would like to acknowledge the

         20  presence of Assemblyman Pete Granis, who is also

         21  submitting testimony for the record.

         22                 Assemblyman, welcome. And we

         23  certainly thank you for submitting the testimony for

         24  the record.

         25                 We have one question from Council
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          2  Member Gerson.

          3                 COUNCIL MEMBER GERSON: Thank you,

          4  Comptroller. Always great to be in your company.

          5                 Just there's been testimony earlier

          6  about the proposed size of the affordable housing

          7  fund. You know, right now it's proposed at $400

          8  million. Some witnesses have testified that it

          9  should be raised up to, it's 400 million over a

         10  ten-year period, others have testified it should be

         11  increased to as high as 1 billion based on the

         12  revenue the witnesses felt the City could expect to

         13  obtain from discontinuation of the certificates

         14  program.

         15                 Do you have any thoughts on what

         16  would be an appropriate size for the fund, or how we

         17  should gauge that as we go forward?

         18                 COMPTROLLER THOMPSON: I don't think

         19  we have an exact number on that, but the one thing,

         20  clearly, the larger the amount, the more affordable

         21  housing can be done. So, you know, the larger the

         22  amount, the better. You know, there is no magic

         23  number that we've come up with.

         24                 COUNCIL MEMBER GERSON: Well, that's

         25  what we need to hear. Thank you. Thank you very
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          2  much.

          3                 CHAIRPERSON DILAN: Council Member

          4  Brewer.

          5                 COUNCIL MEMBER BREWER: Thank you very

          6  much.

          7                 Comptroller, I know if you were here

          8  earlier, you would have seen that I am asking

          9  constantly about the issuance of permanency, as

         10  somebody who represents an area that has many 421-A

         11  units. Obviously, when the abatement leaves, the

         12  person leaves, stabilization maybe in between, but

         13  there will no longer be a permanent program.

         14                 So, I'm wondering if you will be

         15  advocating in Albany, because we can't do it here,

         16  for a more permanent structure, obviously perhaps

         17  with some 421-C or some other abatement?

         18                 COMPTROLLER THOMPSON: At this point

         19  we have not. What we're looking at is at least

         20  on-site, we would say -- we have recommended a

         21  15-year period, it would run for that period of

         22  time. Off site, though, what we have suggested is

         23  that affordable housing be continued permanently.

         24                 COUNCIL MEMBER BREWER: All right,

         25  thank you.
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          2                 CHAIRPERSON DILAN: Thank you.

          3                 Thank you, Mr. Comptroller.

          4                 COMPTROLLER THOMPSON: Thank you,

          5  Council member.

          6                 Thank you, Mr. Chairman.

          7                 CHAIRPERSON DILAN: Thank you.

          8                 The next person to present testimony

          9  to the Committee will be Mr. Steven Spinola from the

         10  Real Estate Board of New York.

         11                 MR. SPINOLA: Thank you, Mr. Chairman.

         12  My name is Steven Spinola. I'm President of the Real

         13  Estate Board of New York. It's a trade association

         14  representing the real estate industry. And a great

         15  deal of my members are in the business of building

         16  housing, both market rate and affordable. They

         17  probably are responsible for most of the housing

         18  construction that is taking place. And I guess I'm

         19  here not in support of this legislation, because I

         20  believe 421-A has been a program that has worked. It

         21  was initially conceived not as an affordable housing

         22  program, but as a program to incentivize the

         23  construction of housing.

         24                 I understand that we have a housing

         25  crisis in the City of New York. We have had one
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          2  since World War II, and the whole concept is to

          3  create and build housing, period. The program has

          4  worked. Then back in -- we modified the legislation

          5  to come up with additional incentives that would

          6  bring in some affordable housing, and I'm proud to

          7  say that in 1992, it was the Real Estate Board of

          8  New York that initially conceived of the concept of

          9  an 80/20 program in Manhattan, and put forward that

         10  program, and pushed along with the City to get that

         11  through Albany to create an 80/20 program, to create

         12  that economic integration of buildings in New York

         13  City. And that program has been a huge success.

         14                 421-A has been a huge success. We're

         15  hearing all kinds of numbers about what it has cost

         16  the City. Well, today nearly $1 billion in annual

         17  real estate taxes are being paid from projects that

         18  were granted 421-A benefits. And within a few short

         19  years, that number will go up to a billion and a

         20  half dollars annual real estate taxes being paid

         21  from projects that received 421-A.

         22                 So, this is a program that generated,

         23  I think the number is about 150,000 units of housing

         24  that got the benefits, and is now generating

         25  somewhere, will be generating somewhere between one
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          2  and one and a half billion dollars in real estate

          3  taxes annually.

          4                 So, this is a program that has

          5  succeeded.

          6                 In addition to that, between the

          7  certificate program and the 80/20 program, we've

          8  seen somewhere close to about 9,000 units of

          9  low-income housing that has been built from the

         10  certificate and from the low-income program.

         11                 So, we're now about to make a

         12  dramatic change on 421-A, and there are some things,

         13  and I sat on the Mayor's Task Force or Commission, I

         14  didn't vote for this proposal because I think it

         15  goes in the wrong direction in some cases. But the

         16  concept of a cap makes total sense to me. I may

         17  argue that the cap may be too low. Putting a cap on

         18  the benefits makes total sense in terms of making it

         19  a fairer system.

         20                 I think it's a mistake to believe

         21  that the public sector is going to be able to build

         22  more efficiently affordable housing in the private

         23  sector, and I think you would be better served by

         24  figuring out how to improve the certificate program

         25  so you can use the expertise of the private sectors
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          2  to actually create that affordable housing.

          3                 The other thing that you should

          4  realize, as you make this decision, that for every

          5  thousand units of housing built in the City of New

          6  York, it generates close to $600 million of economic

          7  activity. That's not taxes, that's economic

          8  activity.

          9                 But the economic activity means

         10  construction jobs, permanent jobs, purchasers of

         11  vendors. So, if what happens, and which is what I

         12  think will happen, that this will have a negative

         13  impact on the construction, on housing construction

         14  starts over the next few years. Nobody is going to

         15  notice it during the next two years because there

         16  are already projects in the pipeline. But after the

         17  next three to five years, all of a sudden people are

         18  going to start wondering what happened to the 30,000

         19  permits that supposedly was issued in 2005 or the

         20  21,000 actually housing completions that were made?

         21                 We were on the verge of actually

         22  trying to deal with the housing shortage of the City

         23  of New York, and trying to deal with the additional

         24  new 1 million people that we're expecting by 2030.

         25  So, instead of, and continuing to incentivize the

                                                            263

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  housing construction, which cost has just gone

          3  through the roof, it is now hard core construction

          4  for a typical high-rise in Manhattan is over $3.20 a

          5  foot. You throw in land prices and you throw in the

          6  way the City aggressively assesses new construction,

          7  and the truth to the matter is that if the City

          8  assessed construction in a fairer way, I might be

          9  able to argue with you that we don't need 421-A in a

         10  great number of areas or maybe at all.

         11                 The fact of the matter is that the

         12  assessment practices for new construction forces the

         13  necessity of an abatement program in order to

         14  encourage that development.

         15                 So, what will happen as a result of

         16  this bill is that you are in effect raising the bar

         17  for people who will be able to afford new housing

         18  that will be built.

         19                 Eliminating 421-A will somehow

         20  increase the income requirements on people to buy

         21  units that are built based on union built projects,

         22  built at the $300 a foot. So, the tax benefit

         23  actually permits people making somewhere between 15

         24  and 25,000 dollars less to buy those apartments. So,

         25  by getting rid of 421-A, the end user, the condo
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          2  purchaser, is now going to have to prove that

          3  they're making somewhere between 15 and 25,000

          4  dollars more in order to qualify for the necessary

          5  loans to buy that apartment.

          6                 I thank the Council for continuing

          7  the 80/20 program. It is a program, again, that we

          8  are very proud of and that my members, my leadership

          9  has been the predominant users of that program, and

         10  they are very proud of the fact that you can walk

         11  into the 80/20 buildings, and to quote one of my

         12  developers, you don't know who is low income and who

         13  is high income, and in fact, one of them said to me

         14  today, comparing to some of the higher end, when

         15  they move out they leave their apartments in a

         16  helluva lot worse shape than the low-income people

         17  who are occupying that.

         18                 So, I urge you to recognize the

         19  impact that this legislation is going to have.

         20                 In five years, you will be taking a

         21  look at I believe lower housing starts. I do not

         22  believe you will have lower income housing units

         23  being built. I think that you will find that they

         24  will be more expensive or more inefficient, even

         25  though they're using the term inefficient a great
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          2  deal to describe the certificate program, and I

          3  believe you're going to be hitting the economic

          4  activity.

          5                 If I'm right about slow-down of

          6  housing units, and nearly 600 million economic

          7  activity per thousand. So, let's say we're down

          8  5,000 units, which I predict we will easily be,

          9  where six times five we're at $3 billion less

         10  economic activity in the City of New York. And by

         11  the way, those numbers do not include the mortgage

         12  recording taxes or the transfer taxes.

         13                 So, this is a significant decision by

         14  the City of New York. I'm not here to support this

         15  bill. I don't think I'd be here supporting the

         16  Mayor's bill either. I think that they are

         17  fundamentally creating problems. I think the

         18  expansion of the exclusion zone goes way too far in

         19  terms of areas that are clearly going to need help,

         20  and my members will build housing or office

         21  buildings or retail complexes, anywhere that they

         22  can make a reasonable return.

         23                 And if the reason they're not being

         24  built in certain neighborhoods is because they

         25  cannot make that economic return.
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          2                 The Chairman of the Assembly Housing

          3  Committee made some points here which I totally

          4  agree upon, in terms of across, the crossing,

          5  utilizing the multiple programs, such as

          6  inclusionary and along with 421-A, and I'm

          7  anticipating the one question from the Councilwoman.

          8  I don't have a problem with trying to work out

          9  permanency for the affordable units. And, in fact,

         10  one of the issues that we pushed on the Task Force

         11  was trying to come up with a program. We urged the

         12  Task Force to recommend a program that as the 80/20s

         13  come out of the 20-year tax abatement, that there be

         14  some program.

         15                 I don't think it's that complicated.

         16  I think we're talking about looking at the tax

         17  implications of 20 percent of those units, figuring

         18  out what would be a fair number to assist people to

         19  do that. Although, in reality 20, it's really 30

         20  years, because most of the bonds go for 30 years.

         21                 So, that's something that needs to be

         22  done. And speaking to my members, they don't have

         23  any problem with dealing with that issue.

         24                 So, I urge you to look at the

         25  economic impact that this bill is going to have, and
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          2  I hope I am wrong but my prediction is that we will

          3  see a slow down in housing construction in the City

          4  of New York within the next five years.

          5                 CHAIRPERSON DILAN: Thank you, Mr.

          6  Spinola. I just have a few brief questions from my

          7  colleagues. Council Member Gerson, and to be

          8  followed by Council Member Jackson.

          9                 COUNCIL MEMBER GERSON: Thank you, as

         10  always, for the food for thought.

         11                 Since you and your members are so

         12  proud about the success of the 80/20 program, let me

         13  ask you, could you imagine any ways in which we can

         14  make you even prouder by transitioning towards 75/25

         15  or 70/30 program in ways which would not allow for a

         16  slow down? At least in certain areas under certain

         17  circumstances?

         18                 MR. SPINOLA: In certain areas, I

         19  think very few, it could be feasible.

         20                 I think the better way to deal with

         21  that was the capped concept. And if the City's

         22  budget department wanted to analyze what the cap

         23  would generate or save the City of New York, then

         24  that would be more money.

         25                 I just think once you establish a
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          2  capped concept, then all of a sudden there's a value

          3  that you're placing on that 421-A program, or if you

          4  had certificates you're placing on the certificates.

          5                 And I think that would be an easier

          6  way of dealing with the geographic uncertainty, as

          7  are you better off in downtown Brooklyn or Fort

          8  Green and where are those numbers really going to

          9  give you. And the City, or government itself never

         10  does a very good job of looking at profitability and

         11  trying to regulate based on what would be the

         12  profits and beliefs as hidden numbers and so forth.

         13                 So, I would rather move in the

         14  direction of cap. Again, I would agree with the

         15  Comptroller that the cap is probably too low, but

         16  the cap concept makes sense.

         17                 COUNCIL MEMBER JACKSON: Thank you.

         18                 Council Member Mendez. Did you have a

         19  question? I'm sorry.

         20                 Oh, Council Member Brewer of

         21  Manhattan.

         22                 COUNCIL MEMBER BREWER: I was just

         23  going to make a joke, which is I've never agreed

         24  with REBY in my life, but that 80/20, I'm with you

         25  all the way. Thank you very much.
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          2                 MR. SPINOLA: Thank you.

          3                 COUNCIL MEMBER JACKSON: Mr. Spinola,

          4  let me ask you a question. My name is Robert

          5  Jackson, and I represent Northern Manhattan, and the

          6  people I represent, when they hear the fact that

          7  this program will still continue to give tax

          8  abatement for luxury condos or luxury rentals, they

          9  say, the majority of my constituents say, why are we

         10  giving these landlords, or these builders all of

         11  this tax break when the apartments for rental or for

         12  selling condos that are way out of our price range.

         13                 What do you say to the people that I

         14  represent that are asking that question?

         15                 MR. SPINOLA: Well, number one, the

         16  bill clearly limits dramatically benefits for the

         17  luxury units that I think that they would be

         18  thinking about.

         19                 And, so, is it true that there will

         20  be, quote, luxury units in East Harlem or north of

         21  135th Street under this scenario or in parts of

         22  Queens and Brooklyn? The answer is yes.

         23                 What does that mean luxury? And I

         24  think the truth is in those neighborhoods we're

         25  probably talking about prices, if they're condos,
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          2  we're probably talking somewhere between 650 and 850

          3  dollars a foot.

          4                 And that basically translates

          5  probably into people who are two-income couples,

          6  family, that would be the equivalent of somewhere

          7  between 100 to 150,000 a year income. You know, is

          8  that the nurse and the police officer who are

          9  married and the income, it comes close to that? So,

         10  these are emerging neighborhoods in which I believe

         11  middle-income people have an opportunity to purchase

         12  their home, and to help create in some areas new

         13  neighborhoods that there wasn't any residential

         14  development before.

         15                 So, I don't believe under this bill

         16  and I believe under some changes that could have

         17  been done without this bill that you would have to

         18  answer that question because I think the luxury

         19  proposal is clearly missing from this legislation.

         20                 COUNCIL MEMBER JACKSON: And there is

         21  four bills in front of us, but I think you're

         22  referring to --

         23                 MR. SPINOLA: I'm opposed to all of

         24  them.

         25                 COUNCIL MEMBER JACKSON: But you were
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          2  referring to Intro. 486; is that correct?

          3                 MR. SPINOLA: That's correct.

          4                 COUNCIL MEMBER JACKSON: I assumed

          5  that, but I just want to be sure.

          6                 MR. SPINOLA: Again, I'm also opposed

          7  to the Mayor's bill, too.

          8                 COUNCIL MEMBER JACKSON: Sir, and with

          9  respects to, you talked about the two-income

         10  households, anywhere between 100, 150,000, and

         11  talking about the condos that your builders would

         12  build in the areas outside of the exclusion zone,

         13  what programs are there then for people that earned

         14  anywhere from 20,000 to 40-, or 50,000 dollars a

         15  year, or 60,000 dollars a year for a family? I mean,

         16  would that be your group that's building, or would

         17  it be some other groups with -- how are we going to

         18  build for individuals in that category?

         19                 MR. SPINOLA: It costs -- Jerilyn

         20  Perine, who was here before, and her colleagues --

         21                 COUNCIL MEMBER JACKSON: The former

         22  Commissioner, right.

         23                 MR. SPINOLA: -- Former Commissioner,

         24  said it very correctly, that Washington or the

         25  federal government has abandoned the issue of
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          2  housing for cities across the nation. And so, that's

          3  how we used to build affordable housing in the City

          4  of New York.

          5                 We can't do that anymore.

          6                 So, one of the solutions was to amend

          7  421-A and create the 80/20 concept. And as you know

          8  for 80/20s, the 20 percent would be for people of 40

          9  to 50 percent of median income, which is basically

         10  the target that you just identified.

         11                 The certificate program was another

         12  vehicle for creating that. That's what my members

         13  did. My members would build 80/20 and actually my

         14  leadership is more into building rental units than

         15  they are into condominiums, and my membership was

         16  also the group that built the certificate. That's

         17  what they did.

         18                 How else do you build affordable

         19  housing? You have to look at HPD, which is the only

         20  vehicle that offers the kind of programs, their

         21  New-Hop program is, you know, which provides 50

         22  percent market rate, 30 percent middle-income, and

         23  20 percent low-income seems to be working and that

         24  requires now, I understand, about an $85,000 per

         25  unit subsidy in order to make that work.
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          2                 There is no trick here. It costs X

          3  dollars to build a housing unit. I'll repeat. If my

          4  members understood that they could make a ten to 15

          5  percent return on their investment, they would go

          6  build it.

          7                 The truth of the matter is, with

          8  construction costs, even if you had non-union work

          9  done in the City of New York, and most of my members

         10  build union jobs, it's more expensive, it's better

         11  quality, and it gets done faster, so we're not

         12  complaining about that. But the truth of the matter

         13  is that throughout the five boroughs there's an

         14  awful lot of non-union work going on, and even that

         15  cannot, you cannot build for the people who are

         16  making 20 to 30,000 dollar income because the

         17  numbers just don't work. And that means New York

         18  City, New York State, Washington needs to step in.

         19  The low-income tax credit, you can get it from the

         20  State of New York, which is four percent, the real

         21  jewel there is getting it from the federal

         22  government, and that's limited, which is at a nine

         23  percent.

         24                 If you had nine percent tax credit,

         25  you can build the affordable housing almost without
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          2  anything else.

          3                 COUNCIL MEMBER JACKSON: Okay, we're

          4  going to hear from Council Member Mendez, and then

          5  we'll move it. Council Member Mendez.

          6                 Thank you, sir.

          7                 MR. SPINOLA: Thank you.

          8                 COUNCIL MEMBER MENDEZ: Sir, I think

          9  earlier you said that there are some areas that

         10  could sustain 30 percent affordable housing and some

         11  areas that couldn't; is that correct?

         12                 MR. SPINOLA: Yes. I said that there

         13  might be a few locations. I mean, I clearly could

         14  think of some phenomenal buildings that went up, and

         15  made profits, dramatic profits. I don't know if they

         16  were assumed when they started construction, and the

         17  market may have changed.

         18                 So, whether or not people would be

         19  willing to take the risk with the 30 percent, I'm

         20  not sure.

         21                 Because, remember, is it true that

         22  some developers make a great deal of money? The

         23  answer is yes. Is it true that some developers make

         24  mistakes and lose a great deal of money? The answer

         25  is yes, and then when you get down to the financing
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          2  of it, will the financial institutions look at a 30

          3  percent requirement for affordable housing as too

          4  much of a hurdle for them to be willing to finance

          5  those projects?

          6                 Are there locations that could have

          7  done it? Yes. But I would not want to be the one to

          8  say, well, I can carve out a district, because it's

          9  all tied to what did the person pay for land, and at

         10  what point in time does those units come on the

         11  market.

         12                 The third thing is that what's being

         13  built over the last three years to some of my

         14  membership's concern is too many condominiums are

         15  being built on sites, mainly because of where land

         16  prices are.

         17                 And, so, I don't know how you build

         18  30 percent low-income on the same site that you want

         19  to build a luxury condominium. I don't know legally

         20  if it works. I don't know if you sell condominiums,

         21  if you have 20 percent or 30 percent low income in

         22  the same building and it becomes very complicated.

         23                 So, the highest and best use of land

         24  over the past three years, and we're maybe seeing a

         25  little change in that, has been for sale properties,
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          2  condominiums.

          3                 I don't know how you put that on the

          4  same site. And I would, again, the other thing I

          5  would agree with the Comptroller about is the need

          6  for some flexibility of the definition of on site.

          7  Why can't we be within a certain radius of the site

          8  to give greater flexibility for a developer to build

          9  and then still do the, I want to stick with 20

         10  percent, because I don't want to acknowledge 30

         11  percent as a realistic number, and still build the

         12  20 percent nearby.

         13                 Whether that's within the community

         14  board, whether it's within the half mile, we take

         15  the inclusionary rules that say within the half mile

         16  or the community board, or maybe it's something

         17  smaller than that. But give us some flexibility. I

         18  repeat again. My members will build housing if they

         19  believe that they can generate some kind of a return

         20  on what they're doing. But it's 30 percent, I have

         21  not seen any member say to me that they could live

         22  with 30 percent. Had there been some projects after

         23  the fact, you could say they could have done it?

         24  Yes. But that doesn't mean that someone would be

         25  willing to do that not knowing what the outcome is
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          2  going to be.

          3                 COUNCIL MEMBER MENDEZ: Thank you.

          4                 CHAIRPERSON DILAN: Thank you.

          5                 MR. SPINOLA: Thank you, Mr. Chairman.

          6  Thank you.

          7                 CHAIRPERSON DILAN: The next panel

          8  will be Michael Lappin, CEO of Community

          9  Preservation Council. James Hines, Enterprise

         10  Community Investment. Mr. Robert Altman, Esquire,

         11  and Mr. Ken Fisher from -- yes, several hats here I

         12  see on the thing, WolfBlock, some middle-class home

         13  builders.

         14                 I'm sorry, gentlemen. I skipped the

         15  panel. You're the following panel. I'm sorry about

         16  that.

         17                 The next panel consists of Mr. Brad

         18  Lander of Pratt Center, Julie Miles, Housing Here &

         19  Now, Father Jim Oshea, and Pat Boone from New York

         20  ACORN.

         21                 COUNCIL MEMBER BREWER: Ken Fisher,

         22  nobody recognizes you because your hair is

         23  different.

         24                 CHAIRPERSON DILAN: And we usually

         25  give the prerogative to the ladies, gentlemen.
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          2                 MS. BOONE: I'd like to say good

          3  afternoon, and thank you to the Committee for having

          4  us here.

          5                 My name is Patricia Boone, I'm

          6  President of New York ACORN, and I am a resident of

          7  Brooklyn for all of my life.

          8                 I am here to talk about why I'm in

          9  support of the Palma bill, Intro. 490 to change

         10  421-A. Today we are faced as everyone has been

         11  speaking about, the housing crisis in New York City,

         12  with thousands of apartments which are becoming

         13  unaffordable to the poor and working families in the

         14  City by the day.

         15                 In the span of five years I have seen

         16  the average rent of apartments increase by ten-fold.

         17  Every day I talk to friends and family and members

         18  who are planning to leave New York City. Many of my

         19  friends were in New York City, 20, 30 years ago,

         20  when it wasn't a hip place to live in. Many of my

         21  friends and family members remember the days when it

         22  wasn't even safe to walk the streets. It is we who

         23  are the ones who fought to get rid of the crime off

         24  our streets. We are the ones who demanded the City

         25  to be responsible and to rehabilitate many of the
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          2  vacant lots and abandoned buildings that are all

          3  over our neighborhood.

          4                 The current 421-A was good for 1976

          5  but it's not good for 2006.

          6                 This is like sending a telegram when

          7  we are all at a time when we use e-mail. Current

          8  421-A laws and the telegram are both out of date.

          9                 I am a member of ACORN, and I am in

         10  support of the Palma bill because New Yorkers need

         11  affordable housing and we need it now.

         12                 This is a step to save the low- to

         13  moderate-income families for moving out of this

         14  City.

         15                 I, myself, along with my brothers and

         16  sisters in ACORN are here to continue our fight for

         17  affordable housing for all New Yorkers.

         18                 I thank you for holding this hearing,

         19  and am looking forward to seeing this body do the

         20  right thing, which is to change the 421-A to benefit

         21  needy people and not just give the benefits that is

         22  given to all of those greedy developers.

         23                 Thank you very much.

         24                 CHAIRPERSON DILAN: Thank you.

         25                 MS. MILES: All right. Chairman Dilan
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          2  and members of the Housing Committee, thanks very

          3  much for allowing me to testify. My name is Julie

          4  Miles, I'm the Executive Director of Housing Here

          5  and Now, which is a Coalition of dozens of groups,

          6  clergy members, community leaders, affordable

          7  housing groups, who joined forces two years ago,

          8  recognizing the severe need that we face with

          9  affordable housing and a desire to really join

         10  forces to work together.

         11                 Some of the groups involved in the

         12  Coalition are ACORN, the Coalition for the Homeless,

         13  the New York City AIDS Housing Network, Make The

         14  Road By Walking, St. Nicholas, Queens Congregation

         15  United for Action, and dozens of others. I mention

         16  them in part because many of them have been here,

         17  I'm not sure if they'll be able to stay. And we also

         18  represent and work with groups who are largely

         19  excluded from the exclusion zone as it's currently

         20  proposed.

         21                 I mean, I think folks know most of

         22  Queens is not in the Administration's current

         23  proposal. The Bronx is entirely missing. Upper

         24  Manhattan is left out, and much more of Brooklyn

         25  should be included in the exclusion zone.
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          2                 We do appreciate the fact that the

          3  Administration has recognized the fact that this is

          4  an area that needs reform and we appreciate the fact

          5  that the Speaker's Office has pushed the

          6  Administration farther for reform, but it certainly

          7  is not far enough.

          8                 Housing Here and Now calls for

          9  comprehensive, outdated -- comprehensive reform of

         10  the outdated 421-A program. It's a top priority for

         11  the coalition. We support a Citywide policy that

         12  requires that 30 percent of the units be on site and

         13  be affordable to regular working class New Yorkers,

         14  so people earning up to $35,000 a year. Intro. 490

         15  as sponsored by Councilwoman Annabel Palma puts

         16  forth these reforms as proposed legislation, and we

         17  certainly support that.

         18                 Earlier in his testimony, Deputy

         19  Mayor Dan Doctoroff said that in recent years, based

         20  on their numbers, the 421-A program has largely

         21  subsidized low- and middle-income housing. And I

         22  just want to say, if that is true, so taken on face

         23  value, then we should all be in agreement and should

         24  be very easy to rally behind Annabel Palma's bill,

         25  because I think what we want, what all of the people
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          2  here want, the dozens of people, the hundreds of

          3  people who have turned out today and other days is

          4  to stop subsidizing luxury housing, and to use our

          5  tax money wisely, to put it where we need it most,

          6  in terms of the City's most pressing problems, which

          7  is to only give it to developers who include

          8  affordable housing in their development.

          9                 And so, I wanted to just make that

         10  comment based on the testimony today.

         11                 Brad and others here will go into

         12  more detail, and I know I'm running out of my time

         13  here, but I think we need to look at this as a

         14  Citywide proposal. We can't continue to afford to

         15  subsidize luxury development anywhere in the City.

         16                 We need to get more affordability

         17  from the programs that exist, both more units in the

         18  buildings, certainly at least the buildings in the

         19  current exclusion zone. We need more affordability

         20  from those buildings.

         21                 We also as a Coalition support Intro.

         22  487, as put forth by Council Member Gerson which

         23  requires developers who get both 421-A benefits and

         24  inclusionary zoning benefits to have to include more

         25  affordable housing.
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          2                 It seems like a very basic principle.

          3  If the developer is receiving two benefits, then

          4  they should have to put forth more in terms of their

          5  units.

          6                 And lastly, I just want to highlight,

          7  we appreciate the fact that the Speaker has put

          8  forward and suggested a fund of $400 million to go

          9  toward affordable housing, housing we expect that

         10  the tax savings from changes to the 421-A program

         11  will be much greater than that, and urge the Council

         12  to push for more money, looking for $1 billion over

         13  ten years, which would be half of a relatively

         14  conservative projection of what we would expect

         15  savings to be.

         16                 So, thanks again. Thanks to all of

         17  you really for putting in, you know, time and effort

         18  and a lot of thought to how to best perform this

         19  program. I think we have a real opportunity before

         20  us, and we really need to look at how this program

         21  matches up with the reality of today's New York

         22  City.

         23                 Thank you.

         24                 FATHER O'SHEA: Can I go now?

         25                 CHAIRPERSON DILAN: Yes.
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          2                 FATHER O'SHEA: Okay. Thank you,

          3  Council Member Dilan and all the members of the

          4  Committee for the opportunity to testify, and also

          5  for your leadership during this time of reform.

          6                 I'm Father Jim O'Shea. I'm Director

          7  of Churches United, a coalition of over 20 churches,

          8  Catholic churches in North Brooklyn from the top of

          9  Bedford Stuyvesant to the tip of Greenpoint. All

         10  these churches have come together around the energy

         11  of affordable housing, and the continuing crisis. A

         12  lot of people feel it's a lot of people to cross

         13  traditional boundaries and historical boundaries to

         14  allow people to really work together for this one

         15  issue that really seems to affect people in a very

         16  deep way.

         17                 I was also honored recently to serve

         18  on the Mayor's Task Force under the reform of 421-A.

         19  The Task Force was an opportunity I think

         20  principally for the development of real estate

         21  communities to offer their significant input into

         22  the reform process, and now I think we're all

         23  grateful to have the opportunity to represent the

         24  voices of working families, senior citizens in the

         25  City, that they also have their voices now strongly
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          2  joined to this dialogue.

          3                 Thousands of voices that I hope you

          4  represent today, calling for the reform of 421-A to

          5  be Citywide, the tax breaks only offered to

          6  developments only offering 30 percent of their

          7  units, at 50 percent of AMI on site and it remain

          8  affordable in perpetuity.

          9                 The urgent call I think we all feel

         10  for a reform comes from two sources, at least in

         11  North Brooklyn. First, the experience of the

         12  waterfront in North Brooklyn. Due to the extension

         13  of the exclusion zone is now producing thousands of

         14  on-site affordable units where before there were

         15  none planned, and we'd like to certainly see that

         16  replicated in every community in the City. We'd like

         17  to see new possibilities for housing.

         18                 Second and final reason is the human

         19  suffering that's only escalating in our City's

         20  communities. I'll finish my thoughts today with a

         21  phone call that I received on Friday from a pastor.

         22  He just left me a message on the phone and he said,

         23  he said "I don't know what to do. My parishioners

         24  are coming in, continuing to come in and they're

         25  being forced out of the neighborhood. He said, what
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          2  should I do? And that was the message. Now, I

          3  haven't returned his phone call yet, because I don't

          4  know what he should do. But I do know that I think

          5  any tool in 421-A as a tool should be used to

          6  produce and to first serve our most vulnerable

          7  families, working families and senior citizens.

          8                 421-A is a tool, and we respectfully

          9  call that that tool be used in perhaps new ways to

         10  produce affordable housing, principally for our most

         11  vulnerable citizens. And so we support the Palma

         12  legislation.

         13                 CHAIRPERSON DILAN: Thank you.

         14                 MR. LANDER: Members of the Committee,

         15  thank you so much for the opportunity to testify.

         16  I'm Brad Lander, the Director of the Pratt Center

         17  for Community Development, and I want to begin by

         18  thanking the Committee, the Speaker, and the

         19  Administration for their hard work on this important

         20  topic. I have come to collectively recognize that

         21  the 421-A program, while sensible when it was

         22  adopted in the 1970s at a time of abandonment, has

         23  become a deeply misguided tax giveaway, primarily

         24  for luxury housing, and we all agree the profound

         25  reform is necessary, not easy, and I appreciate how
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          2  hard everyone is working to do it.

          3                 That said, I believe that the changes

          4  proposed by Speaker Quinn and Mayor Bloomberg,

          5  supported by Mayor Bloomberg in Intro. 486, while

          6  substantial improvement on the status quo, simply

          7  don't go far enough to comprehensive reform to

          8  create affordable housing and make the best use of

          9  taxpayer dollars.

         10                 The starting point really is simple.

         11  Developers and owners of market rate housing, like

         12  the rest of New Yorkers, should pay their taxes. If

         13  they want a tax break, they need to provide the

         14  public benefit of including affordable housing.

         15                 Intro. 490, introduce by Council

         16  Member Palma is built on that premise. Now, Intro.

         17  486 has good provisions and goes meaningfully in

         18  this direction, but we estimate that something like

         19  $100 million each year in lifetime benefits would

         20  still be given out for tax breaks for market rate

         21  developers outside the exclusion zone. A hundred

         22  million dollars that we believe we don't need to be

         23  giving away.

         24                 Some of those units, and I'll come

         25  back to these, might be the kind of moderate and
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          2  middle-income units that Department Mayor Doctoroff

          3  was talking about before, but many of them are

          4  luxury high-end developments that we've documented

          5  in the report from Brighton Beach to Riverdale, and

          6  I simply don't understand the rationale to continue

          7  to give those buildings a benefit.

          8                 The Administration talks about the

          9  way in which this assessed value cap will take the

         10  benefit away from these buildings, but the truth is,

         11  we're still offering a benefit that we calculate in

         12  lifetime value of over $100,000 a unit, about

         13  $107,000 a unit in lifetime tax relief, for

         14  development outside the exclusion zone, no matter

         15  how high it's priced.

         16                 Many luxury buildings, we simply

         17  don't need to be giving those buildings a benefit

         18  now.

         19                 If the Council and the Administration

         20  are serious about making room for moderate and

         21  middle income buildings to receive benefits even

         22  outside the exclusion zone, there are a range of

         23  options. You've heard of tier affordability model

         24  from Comptroller. People have talked about making a

         25  cliff out of the assessed value, so that above some
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          2  point, something, 500, 600,000, a million dollars,

          3  at some point you stop needing that benefit.

          4                 Let's find a way to stop luxury

          5  development from getting our tax dollars and focus

          6  on the low-income housing, and in some cases the

          7  moderate- and middle-income housing we need.

          8                 I'm happy to respond to questions to

          9  talk about other ways that I believe that could be

         10  done.

         11                 I think you've heard already from

         12  actually some of the developers, that more and

         13  deeper affordable housing in some cases in feasible

         14  and reasonable. Council Member Gerson's bill is a

         15  smart way to address this point. There are clearly

         16  others as well. And there are clearly also some ways

         17  to address the long-term issues of preservation and

         18  permanence that are so important, so we don't lose

         19  these units all together.

         20                 I concur that the fund is a great

         21  idea but that currently it's too small and captures

         22  too little of the tax revenue and that we need to

         23  get that up enough so that it can truly create

         24  affordable housing, replace the units being created

         25  by the Negotiable Certificates Program.
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          2                 Finally, I think the idea, the

          3  changes that we're proposing in this program, taking

          4  away benefits from luxury development all around the

          5  City will kill development, simply don't make sense,

          6  and I'm happy to talk more about why we believe that

          7  as well.

          8                 Again, thank you so much for your

          9  hard work on this important issue.

         10                 CHAIRPERSON DILAN: Thank you very

         11  much, Mr. Lander.

         12                 I just have one brief question for

         13  the panel, and any member of the panel can address

         14  it before I turn it over.

         15                 Does anyone in this panel believe

         16  that the current housing market, maybe future

         17  housing markets, will be strong enough to

         18  sufficiently produce any type of affordable housing

         19  without a tax incentive?

         20                 MR. LANDER: Well, I think affordable

         21  housing, we all agree, should have a tax incentive.

         22  So, I think we're all in support of affordable

         23  housing receiving subsidies.

         24                 CHAIRPERSON DILAN: What about the

         25  market rate?
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          2                 MR. LANDER: And I think it's clear

          3  that market rate housing, some of which today is

          4  being built without a tax incentive, and some of

          5  which we're talking about in the multi-millions of

          6  dollars, yes, clearly can be built today without a

          7  tax break. I think it's clear it could be built

          8  tomorrow without a tax break.

          9                 One example I'll give is Starrett

         10  City. You know, it is clear that there is some

         11  softening taking place at the top of the market and

         12  that there may be an end to New Yorker's appetite

         13  for the highest-end luxury condos, but in the middle

         14  of the market, where we're adding a million new

         15  residents, as Steve Spinola referred to, there is

         16  every reason to believe there is going to

         17  unfortunately continue to be upward pressure on

         18  rents and prices for folks in the middle end of the

         19  market. The offering for Starrett City for a billion

         20  dollars says that folks that are interested in

         21  buying real estate believe that as well. They think

         22  at that middle end of the market it's a good

         23  investment to invest in housing because it's going

         24  to continue to be upward pressure on prices.

         25                 So, will there be a bit of a
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          2  softening at the top of the market? Will the top of

          3  the market need subsidy? It doesn't today and it

          4  won't in the future. And in the middle let's come to

          5  a reasonable agreement. If, you know, 50, 60, 70

          6  percent of the buildings that are getting built are

          7  truly moderate- and middle-income, as Julie said,

          8  let's find a way to agree to give those buildings

          9  that need it that are affordable in a way that we

         10  would share an agreement on the subsidy, and let's

         11  find a way to stop giving the benefit to those

         12  buildings that we would all agree are simply a

         13  luxury product that we shouldn't need to subsidize.

         14                 CHAIRPERSON DILAN: Okay. Does anyone

         15  else care to weigh in on that? Or is that a

         16  collaborative answer or? Collaborative answer.

         17                 Okay, do any of my colleagues have

         18  questions for this panel?

         19                 COUNCIL MEMBER BREWER: Brad, are you

         20  in agreement that we need something permanent

         21  obviously to come out of Albany?

         22                 MR. LANDER: Well, I would even

         23  encourage, you know, the Intro. 90 requires that

         24  future benefits be permanent even if coming out of

         25  the City Council. The Council has the power to

                                                            293

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  require permanence in exchange for the tax break.

          3  What it doesn't have the power to do and what we

          4  need Albany to do is offer an extended benefit.

          5                 And that is fair. If we're going to

          6  say to developers, we have to keep those low-income

          7  units affordable for a longer period of time, we

          8  should provide a tax benefit for those units for a

          9  long period of time, and I believe that's exactly

         10  what's right, is to extend the tax benefit, to give

         11  them where the units remain affordable, but also

         12  then having done that to require that they be

         13  permanent and I think, you know, I agree that that

         14  makes more sense coming out of Albany where both the

         15  benefit and the requirement, the carrot and the

         16  stick can be conferred simultaneously.

         17                 But it is sufficiently important that

         18  I'm in support of the Council passing the sticks,

         19  saying it's got to be affordable, and then looking

         20  to Albany to say let's extend the benefit to match.

         21                 COUNCIL MEMBER BREWER: And you heard

         22  Steve Spinola say 80/20 should be permanent too.

         23                 MR. LANDER: Amen.

         24                 CHAIRPERSON DILAN: Council Member

         25  Gerson followed by Mendez.
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          2                 COUNCIL MEMBER GERSON: To Brad, I ask

          3  you if you can just turn to the chart on the last

          4  page of your testimony and give us the thumbnail

          5  kind of interpretation of that? And I ask this

          6  because we've heard testimony earlier to the effect

          7  that if we add to the 20 percent, it ain't going to

          8  be built and, you know, it's beyond the basis of the

          9  numbers. And I think your chart goes away to answer

         10  that, and I'd like to hear you explain on the

         11  record.

         12                 And to answer that point, I mean do

         13  the numbers work out so that, you know, a 30 percent

         14  requirement is feasible? And I invite any of the

         15  panelists to join in as well.

         16                 But let's just talk about the numbers

         17  for a moment.

         18                 MR. LANDER: Well, we heard good

         19  testimony earlier about the challenges because it is

         20  true that today very few developers are opting for

         21  80/20s, instead they're opting to build all market

         22  rate condos and that's a choice that they have.

         23                 The attractiveness of that will be

         24  changed by ending the Negotiable Certificates

         25  program, and we looked at that this morning, and so
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          2  80/20s come up a little bit. I don't think we know

          3  whether with the changes we're proposing here, and

          4  no changes in the market, developers would choose

          5  80/20s rather than condos, but we know it gets

          6  closer, and we know there comes a tipping point

          7  because there is a cycle between condos and rentals

          8  that we've seen take place many times.

          9                 So, there will be a point, and this

         10  legislation, both actually Intros 486 and 490 help

         11  solve this problem that 80/20s come back to having a

         12  real chance in the marketplace.

         13                 At that point, then I think the

         14  question is, what do we need to do to get more

         15  affordability than that?

         16                 Now, in some cases we need more

         17  subsidy than that. None of us would sit up here and

         18  say you can get 100 percent affordable housing just

         19  with a tax break. In some cases you have to put more

         20  subsidy in, and where developers are willing to do a

         21  building that's half affordable or all affordable,

         22  HPD has some wonderful programs to help them do it.

         23                 And in some instances, it might take

         24  additional subsidy to get to 100 percent or 50

         25  percent or maybe even 30 percent. But in some cases,
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          2  as you clearly heard Adam Weinstein say, there are

          3  places in the City where 30 percent can be done, as,

          4  you know, through the current 80/20 structure, with

          5  a 421-A tax break, tax exempt bonds and four percent

          6  low-income housing tax credits, and developers still

          7  make a very attractive return.

          8                 And I think your bill also here makes

          9  an enormous sense, especially Manhattan in your

         10  district, but in many other places as well, if the

         11  developer is getting a 33 percent density bonus,

         12  essentially the opportunity to build a building

         13  that's a third larger on the same site, and the tax

         14  break that we're talking about, I think it's clear

         15  the numbers work to enable a deeper affordability.

         16                 So, I mean, I think that's the

         17  overall point. We do have to get it right, and I

         18  concur with what the Housing Commissioner said and

         19  what others said about it looking different in

         20  different places around the City, so that in many

         21  places in Manhattan where the market is very high,

         22  and where inclusionary zoning applies, we can get

         23  more affordability without having to give up more

         24  subsidy dollars, in weaker market places where the

         25  market rate rents are lower we'll have to put
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          2  subsidy in if we want to get affordability.

          3                 But, again, tax breaks are one form

          4  of subsidy and we should be thinking of them that

          5  way.

          6                 COUNCIL MEMBER GERSON: Well, you

          7  preempted my second question on Intro. 487, so I'll

          8  stop by thanking you all very much.

          9                 CHAIRPERSON DILAN: Thank you.

         10                 Council Member Mendez.

         11                 COUNCIL MEMBER MENDEZ: We've heard

         12  testimony today from different advocates, Mr.

         13  Spinola and Weinstein, who said that there are areas

         14  in this City that could go up to 30 percent. So,

         15  your answers, you certainly believe that that is

         16  true. Are there areas that could support more than

         17  30 percent?

         18                 MR. LANDER: I mean, I would want to

         19  look at the numbers. I mean, I think that the right

         20  answer is we have to look at what the benefits are

         21  that are coming in. And in some ways what's

         22  challenging is you do that underwriting on a

         23  deal-by-deal basis. There are clearly developments

         24  that support significantly more affordable housing.

         25  And I think what we have to do is really sit down
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          2  and take inclusionary zoning provision, the range of

          3  rents and sales prices and figure out are there

          4  places where we can get more.

          5                 The flip side I would say is we could

          6  use subsidy programs to get more and deeper

          7  affordability. And I guess I would say I'm not sure

          8  the right answer is to say you may not use money in

          9  this new fund in areas in the exclusion zone. And

         10  I'll give an answer, to look for a site in Chinatown

         11  actually ranks as one of the top 50 and I think one

         12  of the top 10 high-poverty districts in the City,

         13  according to the 2005 Census numbers. So, by Intro

         14  486, it would be eligible for targeting in the fund.

         15  I don't see a reason to exclude those neighborhoods

         16  from where the fund could be, simply because they're

         17  in an exclusion zone.

         18                 If you've got an area where the

         19  property values are high but poverty is high, let's

         20  push on both sides. Let's say if you're building new

         21  high-end market rate housing you have to include

         22  affordable, but let's also use that fund that's

         23  designed to create housing for low-income people to

         24  get more. And if you could combine those things, you

         25  could certainly get more than 30 percent affordable
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          2  in a particular building. I don't think you'd want

          3  to establish that as a full-scale requirement, but

          4  it is a way to get affordable housing in those

          5  neighborhoods. And we have quite a few of them, East

          6  Harlem, Washington Heights, Lower East Side, Bed

          7  Stuy, places where now the property values are high

          8  and where poverty is high and people in those

          9  neighborhoods face a real deep challenge that we

         10  should be doing everything we can to try to help

         11  them solve.

         12                 COUNCIL MEMBER MENDEZ: Thank you.

         13                 CHAIRPERSON DILAN: Thank you.

         14                 MR. LANDER: Thank you.

         15                 Okay, the next panel will consist of,

         16  and they can testify in this order: Michael Lappin

         17  of CPC, Ken Fisher of Wolf Block, Bob Altman and Mr.

         18  James Hines.

         19                 MR. LAPPIN: Thank you, Mr. Chairman.

         20  I'm Michael Lappin, President of the Community

         21  Preservation Corporation. We have followed carefully

         22  the various proposals. We believe that today's bill

         23  sponsored by Speaker Quinn is a reasonable amendment

         24  of current law that would encourage affordable

         25  housing production.
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          2                 CPC is an organization sponsored by

          3  the major banks and insurance companies in New York.

          4  Since our founding in the mid-1970s, we have

          5  financed and developed the rehabilitation and

          6  development of over 122,000 units in the City,

          7  representing about five and a half billion dollars

          8  investment.

          9                 In the last three years, to give you

         10  an example, we've done about 11,700 homes in New

         11  York. Eighty percent of these units were rental

         12  units, did not use 421, rental units using other

         13  programs. They were affordable on average to

         14  families earning $35,000 a year. Included in this,

         15  and this is what I want to focus on today, we did

         16  2,300 units of new construction, all of which used

         17  421-A benefits. 550 of these units were heavily

         18  subsidized, and then 1,750 units were unsubsidized,

         19  except for the 421.

         20                 First of all, most of those units,

         21  most of those buildings that we did were under 20

         22  units or less. They were affordable to moderate and

         23  middle-income families. The rental projects we did

         24  in those units were affordable to families earning

         25  between 50- and 70,000 dollars.

                                                            301

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2                 The three- and four-family units were

          3  affordable to families earning between, around

          4  70,000 dollars. These are working families and

          5  households in the City.

          6                 The condominiums that we did were

          7  affordable to families in households earning between

          8  90 and 120,000 dollars a year. This is clearly the

          9  middle-income families in the City.

         10                 All of these affordable results

         11  required no public subsidy other than 421.

         12                 The 421 was not available,

         13  investments in many of these projects would have

         14  been infeasible.

         15                 For example, in a typical ten-unit

         16  property, if we were to do that, if we were required

         17  to do two units or three units of affordable

         18  housing, the other seven or eight units might not

         19  have been able to cross subsidize those or three

         20  units.

         21                 What would have happened is not that

         22  you would have not have gotten the two or three

         23  units, you wouldn't have got the middle income units

         24  either. You wouldn't have got the ten units.

         25                 Secondly, if you want to subsidize
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          2  these small projects, it would be very difficult to

          3  provide capital subsidies, even if these subsidies

          4  were available.

          5                 Many of these buildings of small

          6  projects lack the experience to navigate these

          7  programs. Result is that many of these, again, many

          8  of these units might not have been built.

          9                 The middle-income units we have

         10  built, have been done in places like Bed-Stuy, East

         11  New York, Sheepshead Bay, Borough Park and Queens

         12  and Corona, East Elmhurst, Long Island City,

         13  Astoria, and the Bronx, Longwood, Melrose,

         14  Eastchester, Bathgate, Wakefield, East Tremont, in

         15  Manhattan, Inwood, Washington Heights and various

         16  parts of Harlem.

         17                 We believe that the expanded

         18  geographic area is a reasonable effort to redraw

         19  these boundaries to reflect areas with stronger

         20  market values, however, we must make a distinction

         21  that building a unit on the east side may not

         22  require any subsidies to do the inclusionary, but in

         23  some of the weaker areas, such as some of the Harlem

         24  areas, may in fact need to do it, they're not the

         25  same kind of neighborhoods.
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          2                 And finally, a great merit to this

          3  bill, we believe, is the AV cap. It does I think

          4  take the juice out of the luxury built units without

          5  affecting the ability to build middle income, and

          6  the key thing there is that index, that AV cap be

          7  indexed, and that there not be a cliff.

          8                 If there were a cliff, lenders like

          9  ourselves would probably assume that the cliff would

         10  be exceeded. Meaning full taxes would be done.

         11  Therefore, we wouldn't make the investment in the

         12  first place, and that would directly affect the

         13  production of middle-income units and the

         14  moderate-income units that I spoke about.

         15                 And finally, let me just make one

         16  final point. We think that the $400 million, while

         17  it's a good gesture in the direction of replacing

         18  the certificate program, we don't think that there

         19  is an equivalency between that and what it's

         20  replacing. We think the equivalency would be a much

         21  larger fund.

         22                 Thank you, Mr. Chairman.

         23                 CHAIRPERSON DILAN: Thank you.

         24                 I'm going to break protocol here a

         25  little bit, because I know that Council Member
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          2  Mendez has a question for you, and then I'll allow

          3  the rest of the panel to testify. Because I have

          4  specific questions for them.

          5                 COUNCIL MEMBER MENDEZ: Thank you, Mr.

          6  Chair.

          7                 Mr. Lappin, I would like to know what

          8  you believe about the 30 percent feasibility, if

          9  there are development communities that could sustain

         10  the 30 percent feasibility? Also what you think

         11  about permanency and doing 70/30 or 80/20 and doing

         12  permanent housing?

         13                 MR. LAPPIN: Where it's possible it's

         14  a good thing to do. But let me just focus on some of

         15  the testimony I made here.

         16                 Most of the housing that we do, and

         17  we do about 20 to 30 projects a month, a month, are

         18  ten to 20 units in moderate-income areas. If it's

         19  whatever, a ten-unit building, two to three units,

         20  most of these projects would not have been built or

         21  would not be invested in. That means in some of

         22  these neighborhoods we're talking about Corona, East

         23  New York, various neighborhoods like this, and

         24  posing this Citywide restriction would probably have

         25  a bad effect in that you don't create the
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          2  middle-income housing, you don't create the

          3  lower-income housing.

          4                 So, many of these neighborhoods

          5  cannot sustain this. These are small projects, you

          6  have unsophisticated builders, they're not going to

          7  understand the City bureaucracy, even if the

          8  subsidies did exist.

          9                 In some neighborhoods, particularly

         10  larger projects, in more affluent neighborhoods,

         11  then you can look at these projects on a

         12  case-by-case basis and see if it made sense.

         13                 We have put in, again, we have built,

         14  I think we're probably the largest single affordable

         15  housing investor in the City. We have put in almost

         16  100,000 units in all of these neighborhoods. So, we

         17  are saying, we are ringing a bell loud and clear

         18  that if a Citywide exclusion zone is done, many of

         19  the middle-income areas and the moderate-income

         20  housing that we are building now will be much more

         21  difficult to build. So, where we can do it,

         22  Councilwoman, I think it's a great idea. But we

         23  think that where they can really sustain this is in

         24  higher-income areas, probably some areas in

         25  Manhattan. But when you get to some of the other
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          2  boroughs, and boroughs that are just beginning to

          3  turn around, as a number of speakers have said,

          4  there you're putting a burden that may be

          5  counterproductive.

          6                 So, in efforts to reform what we all

          7  see as abuses or problems in Manhattan, we don't

          8  want to hurt middle-income housing in the outer

          9  boroughs. So, we don't want to throw out the baby

         10  with the bathwater.

         11                 COUNCIL MEMBER MENDEZ: And

         12  permanency?

         13                 MR. LAPPIN: Permanency. I think, as

         14  one of the speakers said before, you have to match

         15  the benefits and the incentives to do it, and if

         16  you're going to have permanency, permanency will

         17  both be with respect to the benefits as well as to

         18  the requirement of permanency. So, you have to look

         19  at a lot of different ways of doing this, whether

         20  it's operating -- and probably in the terms of

         21  operating subsidy. And you have to look at the

         22  particular project and look at what kind of economic

         23  mix that that equivalency would be created.

         24                 So, permanency actually in Manhattan

         25  is probably more expensive than permanency in the
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          2  outer borough when costs are higher.

          3                 CHAIRPERSON DILAN: Thank you. And

          4  then we'll go to Council Member Jackson for one

          5  quick question.

          6                 COUNCIL MEMBER JACKSON: Thank you,

          7  sir.

          8                 Mr. Lappin, thank you for coming and

          9  giving testimony, along with CPC representative.

         10  Now, you had indicated in your testimony that you

         11  have built, meaning I guess the group you're

         12  representing, quite a number of ten to 20 units; is

         13  that mainly in the outer boroughs? I mean, because I

         14  didn't --

         15                 MR. LAPPIN: Yes. Yes.

         16                 COUNCIL MEMBER JACKSON: Is that

         17  because the space was available and you're only

         18  building basically comparative to scale of the

         19  neighborhoods?

         20                 MR. LAPPIN: Well, first of all, the

         21  mission of our company has been to go in and build

         22  affordable neighborhoods, go into the neighborhoods.

         23  Councilman, in your district alone, which is one of

         24  the first areas that we were in, we started there in

         25  the mid-1970s, I think we did 15 percent of all the
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          2  housing in your district, about 9,000 units.

          3                 COUNCIL MEMBER JACKSON: Okay.

          4                 MR. LAPPIN: This is probably before

          5  you were a representative.

          6                 COUNCIL MEMBER JACKSON: If you don't

          7  mind, I would love to have a list of those so I can,

          8  you know -- yes, and I'll be in touch with you with

          9  that.

         10                 MR. LAPPIN: Yes.

         11                 COUNCIL MEMBER JACKSON: Let me ask

         12  you a question.

         13                 Go ahead, sorry. Finish. I didn't

         14  mean to cut you off.

         15                 MR. LAPPIN: Most of what we do is in

         16  the outer boroughs because that's where we see where

         17  the need for financing and expertise to navigate the

         18  various affordable housing programs.

         19                 COUNCIL MEMBER JACKSON: Okay, with

         20  respects to, I've listened to advocates talk about

         21  the need to build low and moderate, and, you know,

         22  we're fighting for 70/30, and many people say that's

         23  unrealistic, you know, you won't spur housing, you

         24  will basically cut off, in essence cut off your nose

         25  to spite your face sort of attitude.
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          2                 I can tell the people that I

          3  represent that, but, quite frankly, they don't

          4  believe it.

          5                 What can you tell me now to try to

          6  communicate to them that that's the case?

          7                 MR. LAPPIN: I think if you're to do

          8  the level of housing you're talking about, 70/30 or

          9  80/20, you need a lot of public subsidy. When you

         10  look at what's available Citywide for that, there

         11  simply isn't that much subsidy available for that.

         12                 If legislatively we could make more

         13  available, then that can become a possibility. But

         14  there is an enormous cost to that, and it's much

         15  more costly, and unless you face that cost, it's an

         16  unrealistic dream to do that, I believe, to keep up

         17  with the pace of building today. That's number one.

         18                 Number two, when you're talking about

         19  smaller properties, the ability to put subsidy in

         20  smaller properties means you have to have a

         21  bureaucracy that can deal with the literally

         22  hundreds of smaller developers who would use this

         23  subsidy.

         24                 There isn't simply the administrative

         25  infrastructure to make that possible.
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          2                 COUNCIL MEMBER JACKSON: It's easier

          3  when you have larger projects?

          4                 MR. LAPPIN: Yes, absolutely.

          5                 COUNCIL MEMBER JACKSON: All right.

          6                 So, for example, a six-story building

          7  in Washington Heights that may have, let's say 35 or

          8  40, anywhere from let's say 25 to 35 units, I'm just

          9  throwing it out as an example.

         10                 MR. LAPPIN: We were able to do

         11  literally, I would say over 9,000 units in

         12  Washington Heights, but we did something very unique

         13  there. We, as a private sector, we both invested the

         14  private money, and we took this very complex

         15  process, programs which often combine five or six

         16  separate subsidy programs, and we were able to work

         17  out in advance with the City a way of organizing

         18  that, really out of our office, so that a small

         19  developer, the owners of that 30-, 40-unit building

         20  could come to our place, get his construction

         21  financing, get his long-term financing, and get all

         22  his public subsidies, and we would essentially do a

         23  lot of the paperwork, or guiding of the work, and

         24  that's what permitted that to happen.

         25                 And groups like Enterprize and other
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          2  groups have performed a similar service in other

          3  parts of the City. You need that sort of

          4  infrastructure, together with those subsidies.

          5  Otherwise, without it, it's a very inefficient use

          6  of subsidy, or you never get to the smaller 30- or

          7  40-unit buildings and just the very large projects.

          8                 COUNCIL MEMBER JACKSON: Okay, thank

          9  you.

         10                 Thank you, Mr. Chair.

         11                 CHAIRPERSON DILAN: Thank you.

         12                 Then to the panel, I apologize. We

         13  can move on to the next speaker. I believe it's Mr.

         14  Fisher.

         15                 MR. FISHER: Thank you, very much,

         16  members of the panel and the audience. My name is

         17  Ken Fisher. I am with Wolf Block. And I'm wearing

         18  two different hats and have slightly different

         19  positions today. On behalf of the American Institute

         20  of Architects, they are in substantial agreement

         21  with the testimony that Jerilyn Perine has submitted

         22  on behalf of CHPC and the CHPC work sheet that I

         23  think you've seen. In particular they asked me to

         24  emphasize that they support the enlargement of the

         25  exclusionary area. They are supportive of the
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          2  on-site affordable housing. They are opposed to the

          3  elimination of the certificate program. They think

          4  that should be reformed, and I think my colleague

          5  will speak to that more.

          6                 And they also strongly believe that

          7  we should not eliminate the benefit for three

          8  families.

          9                 On behalf of the Middle Class Home

         10  Builders Coalition, we have real reservations about

         11  the entire approach, with all due respect, that all

         12  of the bills take.

         13                 Let me just say, who are these

         14  developers? These are people who are building

         15  primarily, not exclusively in the boroughs, they're

         16  at risk on their own money, not super wealthy

         17  people. They're building mostly middle-class houses

         18  in middle-class neighborhoods, like Bushwick and

         19  Corona and the Rockaways, and here is what we'd like

         20  to say to you: First of all, if any one of the bills

         21  as proposed goes through, you can kiss the

         22  construction of three-family houses, the backbone of

         23  low-rise neighborhoods, kiss 'em good-bye.

         24                 Now, it's true that the

         25  Administration says that those three-family units
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          2  are taxed as Class 1's, but you should also know the

          3  assessment is based on the market value of a sales

          4  price, not the imputed rental cost under State law.

          5  So, that $600,000, which sounds like a lot of money,

          6  and it is, $600,000 three-unit house in your

          7  district with two rentals that are being created in

          8  it, is going to be taxed at -- is going to be

          9  assessed at $600,000, not at the lower number that

         10  would otherwise be the case, even if it's only taxed

         11  at six percent. You can kiss those good-bye.

         12                 And if they're being built as

         13  three-family condos, as it is true in Williamsburg

         14  and Borough Park and a lot of other neighborhoods,

         15  they're going to find a different way to do it, or

         16  they're not going to build it or they're going to

         17  raise the price.

         18                 I also think that the on-site is a

         19  real issue for mid-rise buildings, because of the

         20  rising costs of construction.

         21                 You know, it's very interesting, I

         22  had something to do with the Greenpoint Williamsburg

         23  rezoning, as some of you may recall, and the reason

         24  we were able to accommodate the on-site, was because

         25  they're going to be building it in separate
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          2  buildings. They're going to have high-rise towers,

          3  with $400 a foot construction costs, and then

          4  because the sites generally speaking are large,

          5  they're building the wood plank buildings on the

          6  upland side for the affordable component.

          7                 You do that in one tower, the numbers

          8  simply aren't going to work. And I think that that's

          9  the fundamental problem here, is what you've taken

         10  is an approach that was spurred by a zoning bonus,

         11  extra FAR and are trying to port it on (sic).

         12                 Now, I want to just anticipate

         13  Council Member Mendez's question. Council member,

         14  there are no 80/20s that have been built, to the

         15  best of our knowledge, in Queens, in the Bronx, in

         16  Staten Island. And I'm only aware of one 80/20

         17  that's been built in Brooklyn, and that was downtown

         18  Brooklyn on a site that was acquired from the City.

         19                 So, I don't believe that the market

         20  will sustain 30 percent outside of Manhattan. I

         21  can't really speak to the Manhattan real estate

         22  conditions, but I can tell you on behalf of my

         23  members, that the numbers that Commissioner Donovan

         24  showed before, if anything, we think understate the

         25  problem in terms of increasing from 20 percent to 30
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          2  percent in the boroughs.

          3                 If you want to have increased

          4  densities, if you want to have bigger buildings,

          5  contrary to what so many of the members testified,

          6  then you can make the numbers work because the land

          7  is the land and it's a question of how much you can

          8  stack on top of it.

          9                 And I want to just close on, and I

         10  know I've gone on a bit, I want to just close on one

         11  last observation to you about the people who are

         12  involved with this. It's not all, you know,

         13  multi-millionaires running around in limousines, a

         14  lot of these are people who are doing the work

         15  themselves, they're at risk. My office, somebody in

         16  my office within the next hour, maybe the next half

         17  hour is going to find out whether we're closing a

         18  deal for a 24-unit New Hop Project with CPC. That's

         19  a project where we've bought two of the lots from

         20  the City for no cost, we've received some capital

         21  dollars from the City. The developer in that is

         22  being asked to guarantee, guarantee the fact that

         23  not only is the project going to get built, but that

         24  the bonds are always going to get paid.

         25                 It's a very risky proposition. I can

                                                            316

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  tell you now, as of five minutes ago when I spoke to

          3  them, I wasn't sure whether the deal was going to

          4  crater (sic) or not. So, I'm afraid, put me in the

          5  camp of the pessimists, I hope I'm wrong. I hope I'm

          6  wrong, but I believe that what's going to happen is

          7  that you're going to see an awful lot of

          8  construction in the next year as people try and get

          9  their foundations in. And I think you're going to

         10  see the real estate market hold their breath for a

         11  long time after that. And I think you're going to

         12  see the City unable to meet the needs of the

         13  population growth that we're all anticipating.

         14  Justice was the case the last time that the City did

         15  a major overhaul of this program in 1987. Thank you.

         16                 CHAIRPERSON DILAN: Thank you.

         17                 Mr. Altman. And Mr. Lappin, I believe

         18  if you need to leave, you've answered questions

         19  already, you can do so.

         20                 Mr. Altman.

         21                 MR. ALTMAN: Thank you. My name is

         22  Robert Altman. I'm a legislative consultant to the

         23  Building Industry Association of New York City, and

         24  the Queens and Bronx Building Association.

         25                 I am here today to testify on the
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          2  various introductions. First, our associations would

          3  like to applaud the Speaker and the Council's

          4  efforts to keep in four- and five-family dwellings

          5  within 421-A.

          6                 Our members would also like to see

          7  some type of tax benefit for three-family dwellings

          8  which were in the old 421-A. For builders,

          9  three-family dwellings are preferred mode of choice

         10  as once a building goes from three to four units,

         11  construction methods must change, and a cost per

         12  unit significantly increase. In general, providing

         13  tax benefits for small dwellings is family friendly,

         14  as these units are more likely to be larger and

         15  provide for more open space, such as a usable back

         16  yard.

         17                 Second, we would caution against the

         18  exclusionary zone Citywide. Doing this would have

         19  the affect of robbing a middle-class Peter to pay a

         20  lower-class Paul, as was recently reported in the

         21  excellent publication by the Citizens Housing and

         22  Planning Council, some copies of which I have with

         23  me.

         24                 With limited tax benefit, there are

         25  already long-term issues that may have negative
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          2  ramifications.

          3                 For example, developers may simply

          4  decide not to use 421-A for middle class projects.

          5  The program, as you know, forces rental projects to

          6  become rent stabilized for the length of the tax

          7  benefit.

          8                 At the high end of the spectrum where

          9  rents may run close to $2,000 per month, a builder

         10  could decide to bypass the program and try to

         11  develop a project that is not rent stabilized. This

         12  would be damaging to dual-income households. There

         13  are creative mechanisms for addressing this

         14  situation, rather than the one size fits all

         15  approach to the bill.

         16                 Third, we are concerned about the

         17  elimination of the Negotiable Certificate Program.

         18  Too many of the people criticized in the program are

         19  simply ready to eliminate it, rather than attempt to

         20  reform.

         21                 We do not understand the reason for

         22  this revolutionary approach, but it seems to us that

         23  a revision that forced Manhattan developers to

         24  expend more to support affordable housing in the

         25  boroughs would have been a more efficient approach.

                                                            319

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2                 The new approach will force

          3  affordable projects on some of the most expensive

          4  real estate in the world, if it gets built at all.

          5                 This is not the best use of City

          6  resources. In place of negotiable certificates, a

          7  new government bureaucracy with all of its own

          8  efficiencies will be created, and the funding for

          9  the housing coming from that bureaucracy is

         10  problematic in its early years, given some of the

         11  reasons that Council Member Fisher (sic) just said.

         12                 We understand that in the past this

         13  program provided significant windfalls to Manhattan,

         14  but today's market is the worst in ten years, and

         15  despite optimistic realtor reports, which are really

         16  a realtor's job to say in order to promote sales, we

         17  cannot be sure in which direction the market is

         18  headed over the next few years.

         19                 There are technical issues within the

         20  bill that were discussed within my testimony. In

         21  general, I would like to applaud the Council's

         22  actions in Intro. No. 486, but ask that it consider

         23  a tax benefit for smaller dwellings, clarify some of

         24  the language within the legislation, and reconsider

         25  its stance on negotiable certificates.
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          2                 Thank you.

          3                 CHAIRPERSON DILAN: Thank you.

          4                 MR. HINES: Mr. Chairman, members of

          5  the Committee, my name is Jim Hines. I'm Director of

          6  Enterprise Community Partners of New York, and I'd

          7  like to begin by thanking you for allowing me to

          8  testify, and as well to congratulate the Council on

          9  your innovation and thoughtfulness around the issue

         10  of affordable housing at this very critical time.

         11                 Enterprise has reviewed the proposal

         12  submitted to the Committee. We also participated in

         13  the 26-member task force to examine the 421-A

         14  incentive and suggest changes to align it. We would

         15  like to commend both Speaker Quinn and Mayor

         16  Bloomberg for their leadership on this issue.

         17                 It's critical that the 421-A program

         18  get renewed as soon as possible so that affordable

         19  housing developers can continue to rely on this

         20  critical resource for projects they are planning for

         21  now and the coming years.

         22                 You might compare the 421-A program

         23  to a 30-year-old kitchen. It's absolutely critical,

         24  somewhat functional but badly in need of updating.

         25                 The Speaker's proposal does a good
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          2  job of updating the program for the New York City of

          3  this century.

          4                 Speaker Quinn's proposal would double

          5  the size of the exclusion area, and reassess the

          6  exclusion area every couple of years. This

          7  recognizes that the real estate market is fluid, and

          8  what works in one cycle of the real estate market

          9  may not work in the next.

         10                 Additionally, by having a cap on the

         11  total amount of tax benefits that any market rate

         12  unit could receive, with no cap for projects to

         13  provide affordable housing, this cap in effect works

         14  even better than any line on a map because it

         15  creates sort of a real time analysis of where the

         16  market needs a tax exemption and where it does not.

         17                 Requiring on-site affordable housing

         18  is also critical in today's affordable housing

         19  market, with very limited City-owned land remaining

         20  and with land and neighborhoods throughout the City

         21  going for in excess of 30, $40 a square foot and

         22  very much in excess in certain neighborhoods,

         23  on-site affordable housing is pretty critical.

         24                 The plan would also generate funds to

         25  be used for a dedicated $400 million affordable
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          2  housing trust fund, replacing the current

          3  certificate program.

          4                 We are very much in support of this,

          5  and assuming that there is a way to ensure such a

          6  fund and otherwise dedicated budget dollars would

          7  not get chipped away in future years by another

          8  Mayor or by future Council members, Enterprises very

          9  much establishes the support of this trust fund. We

         10  believe it is a more efficient way to allocate

         11  valuable City resources, would tie more seemlessly

         12  with other City, State and federal housing programs

         13  and be available to a broader group of developers.

         14                 I'd just like to close by saying the

         15  debate around the 421-A is very gratifying for us at

         16  Enterprize because it shows that all sides of the

         17  municipal government are seriously dedicated to

         18  addressing our shortage of affordable housing, and

         19  Enterprise looks very much forward to working with

         20  the Council on the ultimate roll-out of the program

         21  that you decide on.

         22                 CHAIRPERSON DILAN: Thank you. I just

         23  want to say to Mr. Fisher, you stated in your

         24  testimony that you believe that by the elimination

         25  of the three-family home or the three-unit building,
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          2  that they would, without the benefit of 421-A, that

          3  we would not see any more development of this sort.

          4  Could you explain that a little bit more?

          5                 MR. FISHER: This is almost like a

          6  Rube Goldberg machine (phonetic), you push one place

          7  and it comes up some place else. Some of it has to

          8  do with what the land values are.  But basically, it

          9  may be that the three families get built, but then

         10  they're going to be more expensive, and they're

         11  going to be sold to people with higher incomes. And,

         12  so, the exact opposite of the effect that Council

         13  Member Lopez and others have been concerned about.

         14                 Today a three-family unit in your

         15  district is affordable to a family making about

         16  $60,000 a year. Home ownership isn't necessarily

         17  affordable to everyone, but they're creating two

         18  rental units at the same time.

         19                 Without the 421-A, that same family

         20  is going to have to be making, I think I have the

         21  number somewhere, closer to $85,000. Now, it may be

         22  that that's enough of an incentive, but I have to

         23  tell you, some of the developers I spoke to today,

         24  said that if I'm going to do that, then what I would

         25  rather do is take, you know, if I'm building three
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          2  three-unit houses, I'll make a one nine-unit house

          3  instead. The opportunities for home ownership in a

          4  neighborhood like Borough Park where they're

          5  building three condo units, again, if it's going to

          6  push to that of the range of affordability, or it's

          7  going to -- they're going to push to upzone the

          8  areas to build higher density in order to capture

          9  back their investment.

         10                 You know, there's a couple of factors

         11  that I think have been overlooked in this

         12  discussion. One is, is in the on-site, again, it has

         13  an impact. No one has figured out a model that makes

         14  it work in a condo. So, if you think home ownership

         15  is not important, you know, you're going to force

         16  people to build rentals. If you think home ownership

         17  is important, we should be finding ways to support

         18  it.

         19                 The same thing, I absolutely

         20  understand, Councilman Jackson, yours, others

         21  frustrations that people making 25-, 30,000 dollars

         22  a year don't have any place in the City that's being

         23  built. One of the reasons for that is because the

         24  government got out of the housing business. We've

         25  outsourced the people who need to make 20 percent
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          2  return on investment to be willing to take the risk.

          3  If the Housing Authority was building housing, they

          4  don't need to make 20 percent. Right off the top

          5  you've got a savings that could be passed onto

          6  tenants and you know that the government would be

          7  doing it.

          8                 So, that's my view, is, Council

          9  Member, maybe I've overstated it, the developers

         10  that I represent say that they would be less

         11  inclined to build the three families, but if they

         12  are going to build them, they're going to be

         13  charging a lot more money. Because they, at the end

         14  of the day, they need to make a certain amount of

         15  money to get the financing, and they need a certain

         16  amount of money to be willing to take the risk. And

         17  if they can't do that, they've already started to

         18  ask me about sites in Pennsylvania, and other

         19  places.

         20                 CHAIRPERSON DILAN: That's of

         21  particular concern to me, because a neighborhood

         22  that I represent, largely Bushwick and East New

         23  York, have seen their revitalization come in the

         24  form of two- and three-family homes. And I certainly

         25  wouldn't want to have the unintended consequence of

                                                            326

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  passing a bill that would definitely stop that type

          3  of housing stock in my neighborhood.

          4                 MR. FISHER: And Council member, not

          5  to go on too long, because I know it's been a long

          6  day, but I just want to emphasize one point because

          7  your district I think really does capture some of

          8  the concerns that some of us have expressed.

          9                 An awful lot of those three-family

         10  houses that were built was on formerly City-owned

         11  land. The land cost was zero. There was a

         12  partnership program. Now we're talking about land

         13  costs of $150 a foot or more, and a lot of that

         14  housing was built by sophisticated developers

         15  working with not-for-profit organizations and we

         16  certainly applaud them for it. I think a substantial

         17  part of the 9,000 units that CPC finance would fall

         18  into that category.

         19                 But you know what? A lot of the

         20  housing that's being build today in neighborhoods

         21  like East New York and otherwise, because there

         22  isn't any more City land, it's being built by

         23  developers that wouldn't know a tax credit if it

         24  fell on their heads. They wouldn't know how to apply

         25  for it. They don't really want to have to hire
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          2  people like me to figure out how to navigate the

          3  programs for them, and those are the folks who are

          4  putting a lot of their own sweat equity, as well as

          5  their real money in equity into the deals, who will

          6  be discouraged from building.

          7                 The three-family houses are

          8  particularly appropriate for in-fell housing,

          9  neighborhoods that have been blighted, but if it's

         10  not City land, the less sophisticated, I won't say

         11  the less sophisticated, but the developers that

         12  aren't familiar with these programs are going to get

         13  shut out. And if they're not bringing their talent,

         14  energy and money to it, it means that it's less

         15  likely because the more sophisticated organizations

         16  will be looking for the larger projects.

         17                 CHAIRPERSON DILAN: Thank you.

         18                 MR. HINES: If I can piggy-back on

         19  that a little, because what he's saying, you know,

         20  my organization represents a lot of the smaller and

         21  medium-sized builders in the Borough and a number of

         22  them who are looking to make that next step up of

         23  building, which is 25, 30 units, are not necessarily

         24  looking at City-owned programs, subsidy programs.

         25  And they don't necessarily want to do that. They get
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          2  too confused by it. They may hire someone to file

          3  for the 421-A tax benefit, but if they want to go

          4  beyond that and go to the direct subsidy programs,

          5  they just shrugg their shoulders and don't do the

          6  project.

          7                 I think extending the exclusionary

          8  zone Citywide will just make them opt out of even

          9  the 421-A program and only look for sites where they

         10  can do luxury housing. And I don't think that's the

         11  real intent of this Council. So, I think it's

         12  important to realize especially in the borough areas

         13  that exclusionary, the exclusionary zone being

         14  expanded will basically not create affordable

         15  housing, all it will do is create more luxury

         16  housing and less of it probably as well.

         17                 CHAIRPERSON DILAN: Okay, thank you.

         18                 I know with this benefit being

         19  potentially removed and with 421-B expiring, you

         20  know, I have some concern there might not be a mix

         21  of subsidy to build these types of housing. But I'll

         22  leave that for another day and I'll have that

         23  discussion with the Speaker as soon as I could.

         24                 MR. HINES: We share your concern on

         25  421-B.
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          2                 CHAIRPERSON DILAN: Okay, thank you.

          3                 I'd like to, if there are not any

          4  questions from my colleagues from this panel, I'd

          5  like to thank you and I'd like to get to the next

          6  panel. It consists of Ms. Marie Viera, Ms. Maritza

          7  Davila, Sonia Rivera and Scott Short. If they are

          8  here, please come forward.

          9                 Mr. Short, I'm sure you'd be willing

         10  to defer to one of the ladies on this subject. The

         11  ladies can decide who goes first and I want to thank

         12  you all for waiting ever so patiently for this. I

         13  know you've been sitting here most of the day.

         14                 MS. VIERA: Good afternoon.

         15                 CHAIRPERSON DILAN: Good evening.

         16                 MS. VIERA: Or should I say good

         17  evening? Chairman Dilan, members of the Housing And

         18  Buildings Committee, thank you for the opportunity

         19  to testify. My name is Maria Viera, and I'm a

         20  resident of the Williamsburg section of Brooklyn,

         21  and I live on the Schaeffer site on the Waterfront.

         22                 When the Schaeffer site was built, it

         23  was determined that 40 percent of the units built in

         24  this brand new development would be allotted to

         25  affordable housing. If not for this agreement,
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          2  working class people like my family and neighbors

          3  would not be able to afford to live on the

          4  waterfront, and there would thus be a segregated

          5  society there.

          6                 However, not every development in

          7  Brooklyn has this same type of protection for

          8  working families. In fact, as it stands now, there

          9  is no requirement that developers that build in the

         10  vast majority of the outer boroughs include any

         11  affordable housing at all. In my opinion, this must

         12  change.

         13                 The model used at the Schaeffer site

         14  should be replicated Citywide. Throughout the City

         15  working families deserve to be included in new

         16  developments. If private developers are going to

         17  receive a complete tax exemption to build housing on

         18  the waterfront or anywhere else at a high cost to

         19  the City, then they should be mandated to provide at

         20  least 30 percent of the units to working people. In

         21  my opinion, a working family is one that earns

         22  between 50 and 60 percent of area median income or

         23  roughly $35,000 a year. It is the working families

         24  that make up the backbone of our City's economy, and

         25  they must not be cast aside.
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          2                 I also urge the City Council to enact

          3  a bill that will not only create exclusion zone that

          4  would require affordable units to build on-site, but

          5  also require that those affordable units be marketed

          6  to a community preference of at least 50 percent.

          7                 Again, this is essential to

          8  preserving the rich culture of our neighborhoods,

          9  which we hold very dear.

         10                 The New York City Council now has a

         11  great opportunity to enact comprehensive reform of

         12  the 421-A tax exemption program, and that reform

         13  should reflect that the fact that there is a real

         14  housing crisis in the City. The crisis is not a lack

         15  of market rate housing, but a lack of affordable

         16  housing, available to working families in their own

         17  neighborhoods. Therefore, I urge the Council to

         18  follow the lead of the success of the Schaeffer site

         19  and adopt the reforms of the 421-A program that are

         20  proposed in Intro. 490 introduced by Council Member

         21  Annabel Palma.

         22                 Thank you.

         23                 CHAIRPERSON DILAN: Thank you.

         24                 MS. RIVERA: Good evening. I would

         25  also like to thank you for the opportunity to
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          2  testify.

          3                 My name is Sonia Rivera. I am the

          4  Vice President of Williamsburg Houses Tenant

          5  Association.

          6                 As a resident of public housing, I

          7  have seen firsthand every day how poor people

          8  struggle. There are people like my mother who live

          9  in public housing who must make the decision between

         10  paying the rent and the medication and paying for

         11  food, even though they receive a rent subsidy.

         12                 In the past ten years, my

         13  neighborhood has changed dramatically. In this poor

         14  working class neighborhood, there are new

         15  developments coming up that the residents can't

         16  afford to live in.

         17                 This is costing families to be

         18  displaced that have lived in my community for over

         19  20, 30 and even 40 years. I believe the way to

         20  resolve this issue is to make sure that any

         21  development that is to receive tax benefits will be

         22  mandated to include a substantial percentage of

         23  units that low-income people can afford.

         24                 The 421-A exclusion zone must be

         25  extended so that all residents of the poor working
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          2  class community, community of Williamsburg and

          3  residents of neighborhoods like throughout the five

          4  boroughs of New York City can continue to live in

          5  their communities.

          6                 CHAIRPERSON DILAN: Thank you. And

          7  you're done with your testimony?

          8                 MS. RIVERA: Yes.

          9                 CHAIRPERSON DILAN: Okay, then we'll

         10  move on.

         11                 MS. DAVILA: Good evening. My name is

         12  Maritza Davila. I would like to thank Council Member

         13  Erik Dilan and the Housing and Buildings Committee

         14  for the opportunity to testify today.

         15                 I am a lifelong resident of the

         16  Bushwick community, where the average income is

         17  below $30,000 a year. I also represent the Northern

         18  Bushwick Residents Association, which is a civic

         19  volunteer group who meets regularly to address

         20  quality of life issues in North Brooklyn.

         21                 Our major issue is housing. What I

         22  see in my neighborhood are working people of color

         23  are being priced out.

         24                 I have a daughter who is working and

         25  is struggling to make monthly rent payments.
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          2  However, just blocks from where I live, a luxury

          3  14-story building is being built that is, to my

          4  belief, receiving tax exemptions as of right.

          5                 My daughter or I will never be able

          6  to afford to live in this luxury building.

          7                 It is clear that buildings such as

          8  these will result in outsiders with money moving in

          9  the community in which I have lived and worked my

         10  whole live to improve.

         11                 This will not culturally or

         12  economically reflect my community. Without a 421-A

         13  exclusion zone, which would mandate 30 percent of

         14  affordable housing in developments going up in

         15  neighborhoods like Bushwick, a longstanding

         16  neighborhood of poor working class people of color

         17  could become a neighborhood that is segregated

         18  economically and culturally.

         19                 We urge the City Council to make all

         20  five boroughs in the City of New York, exclusion

         21  zones, especially in neighborhoods like Bushwick.

         22                 In addition to a Citywide 30 percent

         23  affordability mandate, we also urge the City Council

         24  to require that affordable housing will be defined

         25  as available to a family making 50 percent area
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          2  median income, or about 35,000 per year.

          3                 Also, we urge the City Council to

          4  ensure that 50 percent of the affordable units be

          5  available to local residents through community

          6  preference.

          7                 Therefore, I ask the City Council to

          8  pass Intro. 490, which has been introduced by

          9  Council Member Annabel Palma. Council Member Palma's

         10  bill will ensure that 30 percent of all developments

         11  throughout the City would be affordable and 50

         12  percent of those affordable units will be available

         13  to community residents.

         14                 In neighborhoods like Bushwick

         15  throughout the City, this would mean that working

         16  families will have a chance to stay in the

         17  communities that they themselves help to build.

         18                 Thank you.

         19                 CHAIRPERSON DILAN: Thank you.

         20                 MR. SHORT: Thank you, Mr. Chairman,

         21  Committee members. My name is Scott Short. I'm a

         22  Park Slope resident and an affordable housing

         23  advocate.

         24                 I'm not going to read my whole

         25  testimony, there's just a couple of points that I'd
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          2  like to make to try to keep it brief.

          3                 The first is that I don't believe

          4  that the incentivization of market rate housing is

          5  an appropriate use of government funds.

          6                 I think in New York City we have the

          7  strongest housing market in the country. We all walk

          8  around our neighborhoods. We see housing being built

          9  on every vacant lot, and I think that the notion

         10  that this would stop if the 421-A program is removed

         11  is, is just false.

         12                 Former Commissioner Perine spoke

         13  about the three factors that contribute to housing

         14  costs, which are the cost of land, the cost of

         15  construction, and then the long-term operating cost.

         16                 All these three factors operate

         17  within the same market so that if we increase the

         18  operating cost by removing tax benefits, those other

         19  two factors will respond, I believe, and you'll see

         20  a decrease in land costs, and a decrease in

         21  construction costs.

         22                 So that while the overall cost of

         23  housing may still increase, it's not a

         24  dollar-for-dollar calculation, the way that it was

         25  presented by the Administration earlier.
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          2                 Overall, I think when you're dealing

          3  with market forces, it's dangerous to try to predict

          4  what's going to happen and I don't think that the

          5  use of, the best use of government money is to try

          6  to subsidize market rate housing.

          7                 Where the money would be better spent

          8  is in assisting the people that cannot operate

          9  within the current housing market, and these are the

         10  people earning 40, 50, 60 percent of area median.

         11                 These are the people who have

         12  populated our low-income neighborhoods, have been

         13  witness to the arson and the crime that overtook

         14  them in the last 30 years, and now just as they're

         15  starting to see some of the benefits of some of the

         16  redevelopment and reinvestment in their communities,

         17  they're getting priced out.

         18                 I think that if we don't move to

         19  protect them, then we're going to end up with two

         20  New Yorks, one for the super rich and one for the

         21  poor who are getting pushed into these ever smaller

         22  communities.

         23                 And, so, I think the only bill on the

         24  table that really addresses the area where

         25  government can spend its money most appropriately is
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          2  Council Member Palma's bill, and I would urge the

          3  Council to adopt that bill.

          4                 Thank you.

          5                 CHAIRPERSON DILAN: Thank you. And I

          6  guess I will get to -- there is a question for the

          7  panel from Council Member Jackson, but before we go

          8  there, I do have to disclose that I know every

          9  member of this panel very well, and one happens to

         10  be my constituent, the other from neighboring areas.

         11  So, I definitely appreciate your viewpoints here

         12  today.

         13                 Council Member Jackson.

         14                 COUNCIL MEMBER JACKSON: Thank you.

         15                 Good evening. And thank you for

         16  coming and thanks for expressing your opinions about

         17  this.

         18                 I don't know if you were here you

         19  heard some of my questions with respects to the

         20  Commissioner and to the developers and now you're

         21  not developers, you're constituents, and you are the

         22  ones that are fighting for affordable housing. And

         23  you heard me ask the questions about the fact that

         24  the people that I represent, the average family is

         25  $34,000 a year, and you know, I'm waiting to see the
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          2  list of 421-A housing that has been built in my

          3  district, because I really don't see them, maybe

          4  somebody has to show them to me. But I've heard here

          5  today that they're saying that if this Council and

          6  this State Legislature votes for 70/30, that the

          7  housing stocks will continue because they've already

          8  been filed, but then you will see that they will dry

          9  up within the next three to five years, and thus

         10  less affordable housing will be built. And I'm

         11  asking the question, you know, as far as a

         12  representative, I want more affordable housing to be

         13  built, but quite frankly, I'm not an expert in the

         14  field.

         15                 So, I'm trying to get information and

         16  statistics to best guide me in my decision in voting

         17  for this, so I protect the interest of the people

         18  that I represent, people like you. And it's easy to

         19  say we want XYZ and I'm hoping that there will be

         20  some finality of this where it moves beyond 80/20,

         21  even a compromise of 75/25, and I've asked them

         22  about that, and you heard what the response was on

         23  that.

         24                 So, I'm saying to you, I'm sitting

         25  here as a representative, and I've sat through this
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          2  entire hearing, but for running to get some food or

          3  going to the bathroom, and I'm going to be here

          4  tomorrow, but I'm not, you know, I'm not absolutely

          5  sure, you know, I don't want to do anything to hurt

          6  my constituents, but I need more statistical

          7  information to help frame it for me that the market

          8  in Washington Heights and Inwood and West Harlem

          9  cannot bear a 70/30 or a 50 percent AMI, because as

         10  I said the average constituents I represent, 34, and

         11  50 percent AMI is about $37,000. That's the average.

         12                 So, I just express to you that I

         13  thank you for coming in, and I want to hear from

         14  everyone on this particular matter.

         15                 But do you really think, you heard

         16  the testimony of the developers, do you not believe

         17  them as far as what they say will happen with

         18  respects to, if in fact this Council passes and the

         19  State Legislature passes a 70/30 with 50 percent,

         20  what do you call it, in the district, do you think

         21  that that will cut affordable housing? You heard

         22  their testimony. You sat here. If anyone has any

         23  thought on that, and I'm not pressing for the

         24  answer, but if you have any thoughts on that.

         25                 MR. SHORT: Well, I think that in the
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          2  short term, any changes that are made will have an

          3  effect. But in the longer term, the market is going

          4  to find a way, the developers are going to find a

          5  way to build. I don't see the housing market ever

          6  returning to where it was in the '70s when a program

          7  like this was needed to spur housing development,

          8  and there are so many resources available to

          9  developers these days that I think if we spend our

         10  money more wisely and protect the most vulnerable

         11  among the population, that's the charge of

         12  government, and I think that's what we need to be

         13  concerned about, and I'm confident that developers

         14  will still find a way to build the housing they need

         15  to.

         16                 COUNCIL MEMBER JACKSON: Okay, thank

         17  you.

         18                 Thank you, Mr. Chair.

         19                 CHAIRPERSON DILAN: Thank you, Council

         20  Member Jackson.

         21                 Thank you for coming here today and

         22  providing testimony on the subject.

         23                 The next panel, and I'm going to try

         24  to put together an ecumenical panel.  I'm not sure

         25  if they're still here. Reverend William Shullady
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          2  still here? Park Avenue Methodist. Okay,

          3  Marc Greenberg, Interfaith Assembly? Anyone from

          4  Queens Congregation United for Action? You can come

          5  forward.

          6                 What's your name, sir?

          7                 ARCHDEACON KENDALL: Michael Kendall.

          8  Archdeacon Michael Kendall.

          9                 CHAIRPERSON DILAN: Okay. And I guess

         10  what we'll do is we'll allow, I'll take Nadine

         11  Whitted, come forward. And Maria Luna come forward.

         12  We'll take that panel. Then we'll get to the next

         13  panel and I'll try and totally clear out the

         14  inventory of what we've got here.

         15                 Okay, we can begin in any order, but

         16  I would hope, Reverend, that we could continue the

         17  tradition of deferring to the ladies in the panel.

         18                 MS. WEISBERG: Good evening. Thank you

         19  for staying with us for so long and for working on

         20  this important issue.

         21                 My name is Jamie Weisberg.

         22                 CHAIRPERSON DILAN: The thanks is with

         23  you for staying til the end.

         24                 MS. WEISBERG: Thank you.

         25                 CHAIRPERSON DILAN: It's my job to be
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          2  here, but you guys can come and go as you please.

          3                 Go ahead.

          4                 MS. WEISBERG: My name is Jamie

          5  Weisberg. I'm the Director of Queens Congregation,

          6  United for Action. We're a faith-based community

          7  organization in Northwestern Queens representing

          8  over 15 congregations. Our president, Lancelot

          9  Waldron could not be here at this time to testify

         10  but I hope I can speak for us.

         11                 I'm here to testify on support of

         12  Introduction 490, sponsored by Council Member Palma.

         13                 We have an affordable housing crisis

         14  in New York City, as you know, and it is hitting

         15  Queens very hard. The median income in our

         16  communities, in Corona and Northwestern Queens, is

         17  $35,000, which is well below the rest of the

         18  Borough.

         19                 We have a large immigrant population.

         20  Many families earning low wages and struggling to

         21  support their families. We've got families crowding

         22  into apartments, living two, three, four or more

         23  families to afford the rent, and many of them are in

         24  these new developments and many are not.

         25                 Our tax breaks should not be used to
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          2  subsidize luxury apartments, and even the ones in

          3  Corona, which may not be Manhattan luxury, are

          4  certainly well above what our residents can afford.

          5                 None of the plans, except for Council

          6  Member Palma's bill, include Queens hardly at all.

          7  We're excluded from the exclusion zone and then

          8  we're not one of the targeted communities for the

          9  Fund, the dedicated Fund. And the percentage of

         10  affordable units is, the income limits are too high.

         11  Like I said, the majority of our residents are the

         12  median income of 35,000, which is well below the cap

         13  of 56,000 at the 80 percent AMI.

         14                 So, we urge you to support Intro. 490

         15  with Citywide affordability requires, 30 percent of

         16  the units to households earning up to $35,000 with

         17  on-site affordable units and permanent

         18  affordability.

         19                 Thank you.

         20                 CHAIRPERSON DILAN: Thank you.

         21                 ARCHDEACON KENDALL: Michael Kendall.

         22  I'm the Archdeacon of Episcopal Diocese of New York,

         23  and I chair the Housing Committee of the Commission

         24  of Religious Leaders of New York City, and I'm also

         25  representing Marc Greenberg and the Interfaith
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          2  Assembly on Housing and Homelessness.

          3                 We, the clergy and faith leaders from

          4  five boroughs, are writing, and you've got a letter

          5  and a petition from us that I've distributed,

          6  because the City of New York is facing an enormous

          7  opportunity, reform of the 421-A tax program.

          8                 As clergy, we know too well the face

          9  of the housing crisis. We watch as our

         10  congregation's parishoners and community members pay

         11  more and more for housing, often choosing between

         12  food and rent.

         13                 In many cases tenants are displaced

         14  to relatives' apartments or pushed further and

         15  further away from the center of the City, for others

         16  homeless shelters are the only option.

         17                 We know people that have full-time

         18  jobs that are living in shelters.

         19                 We applaud your affordable housing

         20  initiatives, but New York City needs more.

         21                 We strongly urge you to support

         22  reform that includes the following components.

         23                 A requirement at an absolute minimum

         24  of 30 percent of the units on site and affordable

         25  housing to those at 50 percent or less of area
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          2  median income.

          3                 This is an extremely modest

          4  percentage giving enormous need. A requirement that

          5  all of this remain affordable in perpetuity, and an

          6  expansion of the program to cover the entire City,

          7  not just wealthy neighborhoods.

          8                 We support Intro. 490 because we

          9  believe that this should be extended to the whole

         10  community and not just certain areas. And we are

         11  pleased that you're working on this. We hope this

         12  time, instead of doing something piecemeal, we keep

         13  talking about fixing this issue of affordable

         14  housing, and everyone knows it's a crisis, but we

         15  keep doing halfway measures, or we knitpick at it.

         16  Instead, this is an opportunity right now,

         17  especially with Intro. 490, to have a comprehensive

         18  response to this issue and for once and for all

         19  establish something that can really help, especially

         20  of the poorest of the poor in our City.

         21                 Mayor Bloomberg constantly talks

         22  about having a compassionate government, this is a

         23  chance to show that. Thank you.

         24                 CHAIRPERSON DILAN: Thank you.

         25                 MS. WHITTED: Chairman Dilan, members
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          2  of the Housing and Buildings Committee, thank you

          3  for the opportunity to testify. My name is Nadine

          4  Whitted. I am the District Manager of Community

          5  Board 4 in Brooklyn, which encompasses the community

          6  of Bushwick, where most families earn less than

          7  $30,000 a year, and own no property.

          8                 My neighborhood is changing fast, and

          9  I see people getting displaced all around me. I see

         10  market rate buildings which get long-term as of

         11  right property exemptions going up in my district as

         12  we speak. And the members of my community will not

         13  be able to live in these buildings. In fact, many of

         14  these buildings are not even being marketed to my

         15  community members. Instead, the developers are

         16  marketing their buildings which go up in my

         17  neighborhood to Manhattanites who can afford a

         18  two-bedroom apartment for $1,800 a month.

         19                 I'm worried not only for myself but

         20  for my children and my community that we will soon

         21  lose the neighborhood that we love.

         22                 421-A is an important issue for

         23  Bushwick and for similar communities. And while I

         24  respect Speaker Quinn, her proposed bill does not go

         25  far enough.
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          2                 Under the Speaker's proposed bill,

          3  there is no requirement that developers provide any

          4  affordable units in the vast majority of Bushwick,

          5  the district which I am charged with protecting.

          6                 Therefore, I have little choice but

          7  to urge you to support Council Member Palma's bill

          8  that will protect and promote affordable housing for

          9  working families in Bushwick and all over the City.

         10                 Indeed, there is an affordable

         11  housing crisis, not just in Bushwick but throughout

         12  the City of New York. It's become increasingly

         13  difficult to maintain a living and for many

         14  families, their wages are not keeping up with the

         15  rising cost of housing.

         16                 It is vitally important that the City

         17  Council recognize that middle-class people in all

         18  five boroughs, not just poor people, struggle to pay

         19  for housing.

         20                 Affordable housing should be a

         21  priority, not just in Manhattan and selective parts

         22  of Brooklyn in hot neighborhoods, but Citywide.

         23                 The 421-A property tax law is 25-year

         24  property tax abatement as-of-right to real estate

         25  developers. We're simply asking that if developers
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          2  benefit from this lucrative tax break, that the

          3  community also benefits through the production of

          4  affordable housing.

          5                 Why should developers be rewarded for

          6  building housing that almost no one in our

          7  communities can afford?

          8                 We'd also like to stress that the

          9  levels of affordability are often too high to

         10  accommodate the people that live in Bushwick. With

         11  all due respect to Speaker Quinn, her proposed bill

         12  defines an affordable unit as one that is available

         13  for a family making $56,000 a year.

         14                 However, the median income in

         15  Bushwick is approximately $23,000 per year.

         16                 The Palma bill, on the other hand,

         17  defines an affordable unit as one that is available

         18  to a family making $35,000 per year.

         19                 To me, and the residents of Bushwick,

         20  that seems fair. We urge you to support housing for

         21  low and middle-income families by dropping the

         22  income level to 50 percent of AMI.

         23                 We also urge you to support a 50

         24  percent community preference provision for some of

         25  these affordable units to ensure that new housing is
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          2  available to local community members.

          3                 I agree, the New York Times editorial

          4  from Sunday, December 3rd, that given that every

          5  inch of our City is crying for more housing that

          6  working poor and middle class can afford, 421-A

          7  needs more than just a lipstick approach. The truth

          8  is that only the Palma bill gets that reform right.

          9                 It is clear that if affordable

         10  housing isn't produced and protected Citywide, the

         11  face of the City will change in a profound way. I

         12  want to see my children able to live in the

         13  community where they grew up, if they so choose.

         14  Instead, I fear, as the affordable housing crisis in

         15  the City gets worse, and rents go up at a pace much

         16  faster than wages, whole communities like Bushwick

         17  will be left behind.

         18                 On behalf of Community Board District

         19  4, I therefore support extended 421-A as Intro. 490

         20  introduced by Council Member Palma.

         21                 Thank you very much.

         22                 CHAIRPERSON DILAN: Thank you.

         23                 MS. LUNA: (Speaking in Spanish.)

         24                 CHAIRPERSON DILAN: If there are no

         25  questions for the panel.
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          2                 COUNCIL MEMBER JACKSON: I don't have

          3  a question, just can somebody please quickly

          4  summarize what she said, if you don't mind?

          5                 CHAIRPERSON DILAN: I'll leave it to

          6  Rosie.

          7                 I can do it, but I think Rosie can do

          8  it better.

          9                 COUNCIL MEMBER MENDEZ: She says we

         10  need more affordable permanent housing, that

         11  currently she lives in a corner of a living room,

         12  she doesn't even have a full room, and that a dog in

         13  a mansion has more space to reside in than she does,

         14  and that she is appealing to us to make sure that we

         15  create more affordable housing in the City.

         16                 Did I leave anything out? That's a

         17  summary.

         18                 COUNCIL MEMBER JACKSON: Thank you.

         19                 COUNCIL MEMBER MENDEZ: And that she

         20  knows of 120? 150 to 200 people who are residing in

         21  one apartment, in one house sharing the space all

         22  together.

         23                 CHAIRPERSON DILAN: Thank you. Thank

         24  you, I appreciate it.

         25                 The next panel, and I'm just, at this
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          2  point I'm going, and please forgive me, people that

          3  I recognize to be here at this point.

          4                 MS. LUNA: Thank you.

          5                 CHAIRPERSON DILAN: Grasias.

          6                 Ms. Elsa Jimenez, I have a Mr. X, and

          7  then let me see here. Tap the gentleman there, he's

          8  up. Your turn, sir.

          9                 I guess is there anyone remaining in

         10  the audience at this point that still would like to

         11  testify?

         12                 What is your name? Come forward and

         13  then just restate your name again so we can hear

         14  you, because we have to find your card. Come

         15  forward. Yes, that's a panel of four. We're going to

         16  get to you. We're going to get to everyone that

         17  wishes to speak. Again, I want to thank you for

         18  being patient. We can only accommodate four at a

         19  time. So I apologize for that. And if the

         20  Sergeant-if you could help us out and just get their

         21  names so we could try to find their cards a little

         22  bit quicker, it will be easier.

         23                 Okay.

         24                 COUNCIL MEMBER JACKSON: Mr. Chair,

         25  how many more people do we have to testify? Only two

                                                            353

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  or three?

          3                 CHAIRPERSON DILAN: There appears to

          4  be two more after this panel.

          5                 COUNCIL MEMBER JACKSON: Okay, very

          6  good. Thank you.

          7                 CHAIRPERSON DILAN: Okay, and the

          8  gentleman, I know we've been waiting for a long

          9  time, but I'd like to keep policy where we keep

         10  deferring to the ladies here.

         11                 MS. JIMENEZ: (Speaking in Spanish.)

         12                 CHAIRPERSON DILAN: Grasias.

         13                 MS. FISHER: Hello. My name is Earline

         14  Fisher. I work along with the Institute for Women

         15  and Work. I'm a tradeswoman, a union carpenter. I'm

         16  a resident of Harlem. And I'm speaking in behalf of

         17  single mothers. Harlem has a large population of

         18  single mothers that work minimum wage, which is

         19  about $15,000 a year. They work a part-time job with

         20  their full-time job, that's about $23,000 a year.

         21  And some women hold two minimum wage jobs, which

         22  probably would put them somewhere where they can

         23  afford some rent, which is maybe $30,000, but that's

         24  only gross, that's not after taxes are taken out and

         25  all of the other expenses to take care of children.
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          2  They may have three or four children on top of that

          3  wage. So, how can they begin to even live? And I

          4  speak for not just my community, but many

          5  communities across the five boroughs have single

          6  parents that are taken care of, anywhere from three

          7  to four, maybe even five children, can they afford

          8  to pay the ever costing raising of rent that is

          9  happening among the City. And our communities are

         10  being gentrified, we're being pushed out. And in

         11  terms of what the Deputy Mayor of Economics earlier

         12  this morning, I guess his name was Doctoroff, what

         13  he was saying, I strongly disagree. He was talking

         14  about the crime has gotten better. I have not seen

         15  it gotten better, because people are jobless. They

         16  can't afford to pay their rent. There's been an

         17  increase in drugs, trafficking. No one has mentioned

         18  that or talked about it. There are things that are

         19  happening in terms of, he was talking about growth

         20  in the City, where is the growth coming from? Is the

         21  growth coming from foreigners that are buying,

         22  investing in New York properties, that are investing

         23  in New York apartments, and they share it as

         24  vacation homes? Definitely most New Yorkers cannot

         25  afford to buy the apartments that are here in the
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          2  City. That is something to consider. And also, for

          3  the artist community, when I first came here over 32

          4  years ago there were a vibrant artist community

          5  within New York. That's why people came here, to

          6  enjoy the arts. And that community has grown very,

          7  very small. Thank you.

          8                 CHAIRPERSON DILAN: Thank you.

          9                 MR. X: Mr. X. Thank you for promoting

         10  this forum, and for proposing her bill.

         11                 I discredit the Mayor because he

         12  should have been here today. He should have been

         13  sharing our concerns. He's allowing these building

         14  owners to build these highrise buildings which we

         15  can't afford to live in. Why does he insist on doing

         16  that? There should be no highrise -- he should stop

         17  these building owners from building these highrise

         18  buildings in the future. So this way we can get

         19  affordable housing. He should tell the building

         20  owners you have to build low-story buildings only.

         21  No more highrise buildings because they're pricing

         22  everyone out. Everyone is getting priced out. We

         23  need a solution.

         24                 The solution is, it's time for the

         25  Mayor to quit his job as Mayor, because he's not
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          2  helping us. That's the solution right there. It's

          3  time for him to go, and replace him.

          4                 CHAIRPERSON DILAN: Thank you.

          5                 MR. GUZMAN: Chairman Dilan, Council

          6  members, good evening. My name is Rolando Guzman.

          7  I'm a community organizer with St. Nicholas

          8  Neighborhood Preservation in Williamsburg,

          9  Greenpoint, Brooklyn.

         10                 First of all, I want to thank you for

         11  finally reviewing this big important issue, which is

         12  the 421-A, and our community has high expectations

         13  with the outcome of these discussions.

         14                 My organization provides tenant

         15  services. We also build and manage affordable

         16  housing, and one of the responsibilities of my

         17  program is to work with the United Neighbors

         18  Organization. It is a community-based organization

         19  that seeks to improve the living conditions of

         20  residents and small homeowners in the area.

         21                 For over a decade, one of the biggest

         22  concerns the community is having is the lack of

         23  affordable housing. It's been a hard time trying to

         24  access affordable housing, and for those who are

         25  lucky and have some, every day they are being
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          2  harassed and pushed out because the landlord wants

          3  to kick them out and raise rents.

          4                 In the meanwhile, we are seeing

          5  almost in every block new developments, and some of

          6  those even being very offensive saying, the luxury

          7  of Manhattan now in Brooklyn, with apartments going

          8  for over half a million and so on. We just passed a

          9  rezoning in the waterfront, and we were disgusted to

         10  find out that these developers, on top of selling

         11  those apartments for a million dollars, they are

         12  getting tax breaks.

         13                 At that time the community united and

         14  with the support and leadership of Assemblyman Vito

         15  Lopez and Council members, we were able to get

         16  exclusions along the waterfront. But that's not

         17  enough.

         18                 We are seeing developers building out

         19  these luxury condos all over the City. We really

         20  support Council Member Palma's Intro. 490 that

         21  demands at least 30 percent affordable housing in

         22  exchange for any tax break. In that affordable

         23  housing, we also demand that it has to be built on

         24  site for low- and moderate-income families.

         25                 I think our community is tired of
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          2  seeing all of these buildings coming up, and knowing

          3  by fact they're never going to afford to live there.

          4  If they don't want to build affordable housing, then

          5  no tax break.

          6                 Please support Intro. 490. Thank you.

          7                 CHAIRPERSON DILAN: Thank you. And if

          8  there's no questions or comments from my colleagues,

          9  I will just like to thank the panel for coming and

         10  especially thank you for being patient to weigh in

         11  on this very sensitive issue and many, many hours to

         12  do so, I certainly appreciate that. Thank you very

         13  much.

         14                 Okay, the next panel will consist of

         15  Ms. Ramona Santana from the Northwest Bronx

         16  Community Clergy Coalition, and Mr. Cameron Craig, a

         17  Brooklyn resident. And I believe this will be our

         18  final panel. If anyone still wishes to speak on this

         19  issue that has not spoke yet, please let me know

         20  now.

         21                 You may begin.

         22                 MS. SANTANA: (Through an

         23  interpreter). Hi. My name is Ramona Santana. I live

         24  in the Bronx. I'm a member of the Northwest Bronx

         25  Community and Clergy Coalition. I'm also a member of
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          2  the Board of Directors. I'm here because of the

          3  necessity to create more affordable housing.

          4                 And when we're talking about

          5  affordable housing, we're talking about people that

          6  are earning less than $20,000 in a year.

          7                 And I know that none of the proposals

          8  to reform the 421-A program are going to completely

          9  eliminate the problem, the need for affordable

         10  housing in the Bronx, because that bill would

         11  include the Bronx, part of the legislation, it

         12  wouldn't only be for Lower Manhattan and Brooklyn.

         13                 In the years to come, it's quite

         14  possible that this law, it doesn't improve the

         15  Bronx, we could be in a very bad situation. So we

         16  ask that you would support the bill that would

         17  include the area that I live in and the area that

         18  you all represent and would create more affordable

         19  housing.

         20                 Thank you very much and God bless

         21  you.

         22                 CHAIRPERSON DILAN: Grasias.

         23                 MR. CRAIG: Good afternoon. My name is

         24  Cameron Craig. I'm here from the New York City AIDS

         25  Housing Network, and I come here as a representative
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          2  of the fourth largest city in the United States,

          3  otherwise known as Brooklyn, all right? I come from

          4  a time when I remember when the South Bronx was

          5  burnt out. I remember when East New York was burnt

          6  out. I remember when Brownsville was a ghost town. I

          7  remember when the insurance companies redlined parts

          8  of New York City and real estate agents did a lot of

          9  block busting. This is where a lot of your residents

         10  left New York City and flew here willy and nilly,

         11  all right?

         12                 You've got people coming back. New

         13  York City is going through one of its best economic

         14  enterprises than I've ever seen in my 51 years. I've

         15  spent 48 years here in New York City. I've spent two

         16  years in Philadelphia, all right? And things in

         17  Philadelphia are about as bad as New York was, but

         18  now you want to build housing that is out of this

         19  world. I mean, I don't even make the kind of money,

         20  and I'm 51 years old. I see my parents who live in

         21  Brooklyn in a co-op that was Mitchell-Lama. When

         22  Mitchell-Lama gave it up, I watched their rent jump

         23  up $200 a month, all right? I have to live with them

         24  to help them pay for the rent because they're

         25  retired now. Now, you're building condos that you
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          2  say that are worth three-, four-hundred thousand

          3  dollars. Most of the lower middle class, because you

          4  have two middle class, the upper middle class and

          5  the lower middle class. Lower middle class can't

          6  afford it. And the upper middle class, they're not

          7  looking for it. They're looking for something else.

          8  You know, so now you're talking about you want to --

          9  I listened to your real estate guy. I don't believe

         10  him. I listened to your Commissioner, I didn't

         11  believe her neither, all right?

         12                 I have lived in New York. I will stay

         13  here in New York. I will help bring New York back to

         14  where it was, and forever else. I agree with her. I

         15  have seen people living in hotels, living in ten and

         16  15 deep in one room. So, guys, we do have to do

         17  something better.

         18                 I support Annabel Palma's bill, all

         19  right? And I hope you guys do, too. Thank you.

         20                 CHAIRPERSON DILAN: Thank you very

         21  much. I believe there is a question from Council

         22  Member Jackson.

         23                 COUNCIL MEMBER JACKSON: Thank you.

         24  And I'm glad you sat through all of the testimony,

         25  and you may have heard me ask the questions, and
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          2  some of the same questions that I was asking of

          3  constituents of mine and, you know, you could be a

          4  typical constituent of mine. You may even live in my

          5  district. I really don't know. But you sat here and

          6  you listened to the testimony, and even now, as of

          7  5:30 today, and you probably sat here all day and I

          8  have also.

          9                 MR. CRAIG: I was here for the press

         10  conference.

         11                 COUNCIL MEMBER JACKSON: Right. So you

         12  were here even before I was. But you still don't

         13  believe them. And my question is, you know, I am a

         14  member of this City Council. I'm going to have to

         15  make a decision on which one of these bills I need

         16  to support and there may or may not be a compromise,

         17  and I want to believe everyone that comes here, both

         18  the advocates and the developers. And what would it

         19  take if you were my constituents to either, to show

         20  you that what they're saying is the truth? Or is

         21  there anything that they say won't make a difference

         22  in how you feel about whether or not it's viable to

         23  do 70/30 or Citywide exclusion or 50 percent AMI?

         24                 MR. CRAIG: I like 75/25, all right?

         25                 COUNCIL MEMBER JACKSON: But you heard
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          2  what they said this morning.

          3                 MR. CRAIG: I heard what they said.

          4                 COUNCIL MEMBER JACKSON: You know what

          5  I mean? The threshold.

          6                 MR. CRAIG: But then I also know that

          7  New York City was built on the backs of poor people,

          8  all right? Yes, 20 million immigrants came to this

          9  country, came to this City, came through this City,

         10  and they helped what made this City great. Not rich

         11  people, not condos, not condominiums.

         12                 COUNCIL MEMBER JACKSON: But as far

         13  as, if it is true, for example, they said for every

         14  thousand housing units that is built, that that

         15  creates $600 million in economic development.

         16                 You know, we must have economic

         17  development in New York City for the City to

         18  survive. Because that's just Wall Street and tourism

         19  are the two prime industries in order to bring in

         20  income.

         21                 MR. CRAIG: Right.

         22                 COUNCIL MEMBER JACKSON: And the real

         23  estate market is all part of that.

         24                 So, I'm just, you know, I think that

         25  you would agree, and I think the ladies would agree
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          2  if you sat here that they said that there need to be

          3  more subsidies from the federal government, the

          4  State and City government in order to build

          5  low-income housing because no developer is going to

          6  build low-income housing if they can't make any

          7  money. That just doesn't make sense. Would you agree

          8  with that?

          9                 MR. CRAIG: True. Why did the City get

         10  out of the housing market?

         11                 COUNCIL MEMBER JACKSON: And I think

         12  that that's what some people said, that the City and

         13  the State and the federal government need to pour

         14  more money in for low-income housing.

         15                 MR. CRAIG: Mm-hmm.

         16                 COUNCIL MEMBER JACKSON: And I'm just

         17  trying to grapple with these issues so that I can

         18  make the decision that is best overall. Because I

         19  clearly wouldn't want to cut off my nose to spite my

         20  face. You know what I mean?

         21                 MR. CRAIG: I agree. I agree.

         22                 COUNCIL MEMBER JACKSON: So, but let

         23  me just say that I appreciate you coming in. I

         24  appreciate, senora, you coming in and giving

         25  testimony, because, quite frankly, I want to hear
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          2  everyone's point of view on this particular matter

          3  and I value it.

          4                 And you concluded by saying you don't

          5  believe these people. You don't believe the

          6  developers, you don't believe the Commissioners. And

          7  I'm going to be asking for more statistical

          8  information to support this.

          9                 MR. CRAIG: Because it's all about

         10  money. That's why I don't believe them.

         11                 COUNCIL MEMBER JACKSON: Okay.

         12                 Thank you.

         13                 MS. SANTANA: (Through the

         14  interpreter). I will leave a copy of the testimony.

         15                 COUNCIL MEMBER JACKSON: Okay. Thank

         16  you very much, Mr. Chair.

         17                 CHAIRPERSON DILAN: Thank you. And

         18  thank you, mucho grasias.

         19                 I think what I'm going to do at this

         20  point is just a little bit of record keeping before

         21  I recess the hearing.

         22                 We've received testimony from certain

         23  individuals who could not stay but wanted their

         24  testimony to be added for the record. One of them,

         25  Reverend Alfred LoPinto, from Catholic Charities.
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          2  Testimony of Virginia Slubert from Housing First.

          3  We've received testimony from Patrick Marchi, from

          4  Coalition for the Homeless. More testimony from

          5  Gerald A. Esposito, District Manager of Community

          6  Board 1. Mr. David Muchnick, from the New York

          7  Housing Conference. And finally, Clergy and Faith

          8  Leaders United for 421-A Reform. I'd like to ask

          9  that all their testimony be entered into the record,

         10  and at this point I will recess this hearing until

         11  3:00 p.m. tomorrow.

         12                 (Hearing concluded at 5:35 p.m.)

         13                 (Written testimony read into the

         14  record.)

         15

         16

         17  READ INTO THE RECORD:

         18  INNA AROLOVICH

         19  CHAIRPERSON

         20  NEW YORK CHAPTER

         21  AMERICAN JEWS FROM THE FORMER USSR

         22

         23

         24                 Good morning!

         25                 My name is Inna Arolovich. I am Chair
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          2  of the American Jews from the Former USSR, New York

          3  Chapter. Our members live in all five boroughs, and

          4  all over tenants are getting pushed out of their

          5  neighborhoods because they can't afford it.

          6                 We are outraged that developers of

          7  luxury million dollars condos continue to get

          8  enormous tax breaks while working families with low

          9  income badly need affordable housing across the

         10  city. We as tax-payers cannot afford to subsidize

         11  luxury developers with our tax-money. We need more

         12  housing affordable to families who live under 50% of

         13  the median income.

         14                 We support the Councilman Palma bill

         15  (Intro 490) and Councilman Gerson bill (Intro 487)

         16  which requests citywide developers to include 30-35%

         17  of affordable units for families with income under

         18  50% of the median income, if they would like to

         19  receive 421-A tax break. It is important that these

         20  two bills suggest permanent affordability of that

         21  30-35% units.

         22                 At least half of the new revenue -

         23  about $1 mln. - should be dedicated to construction

         24  of badly needed affordable housing. We lost over

         25  150,000 affordable units during just 3 years
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          2  (2992-2005), but we need even more!

          3                 Thank you for your attention.

          4                 Inna Arolovich, Chairperson

          5                 New York Chapter

          6                 American Jews from the Former USSR

          7

          8  READ INTO THE RECORD

          9  VIRGINIA SHUBERT

         10  CO-ORDINATOR

         11  HOUSING FIRST!

         12

         13                 Thank you Chairperson Dilan, Speaker

         14  Quinn, and Members of the Housing and Buildings

         15  Committee for this opportunity to testify before you

         16  regarding proposed reforms to the 421- a Tax

         17  Exemption Program.  My name is Virginia Shubert and

         18  together with my colleague Hilary Botein, I

         19  coordinate the Housing First! Affordable Housing

         20  Coalition.

         21            Housing First! Represents an

         22  extraordinarily broad coalition of nonprofit and

         23  for- profit developers, community- based

         24  organizations, religious institutions, civic groups,

         25  businesses, banks and labor unions, who advocate
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          2  reasonable, attainable and widely- accepted

          3  solutions to the affordable housing crisis in New

          4  York City and State.  These leaders share the belief

          5  that the affordable housing crisis can be addressed

          6  through strategic public investment. And that a

          7  significant and sustained public commitment to

          8  affordable housing is essential to the survival of

          9  the vibrant, mixed income communities that make our

         10  City a great place to live. Housing first! Promotes

         11  a full continuum of housing options, including new

         12  home ownership opportunities for New Yorkers at

         13  nearly all income levels, multi- family rental

         14  housing, and housing programs that address the needs

         15  of homeless households, seniors and other special

         16  populations.  We advocate for targeted housing

         17  programs that proportionately meet the housing needs

         18  of New Yorkers with lower incomes, as well as those

         19  who need moderate and middle income housing.

         20                 Housing First! Congratulates Mayor

         21  Bloomberg, HPD Commissioner Shaun Donovan, City

         22  Council Speaker Chris Quinn and Housing and

         23  Buildings Chairman Eric Martin Dilan for using the

         24  opportunity for reform of the 421- a program to both

         25  bring the program in line with new market conditions
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          2  and to attempt to leverage new investment in

          3  affordable housing.  I am here to share with you the

          4  Housing First! Position on one aspect of the

          5  proposed legislation, the proposal to replace the

          6  421- a Negotiable Certificate Program, which has

          7  generated over 2,000 new affordable units over the

          8  past two years, with a dedicated affordable housing

          9  fund in the amount of $400 million.  The statement I

         10  will read is included as part of my written

         11  testimony, along with support calculations.

         12                 Housing First! Position on Affordable

         13  Housing Trust Fund Contribution From Potential 421-

         14  a Negotiable Certificates Reform:

         15                 Housing First! Is a broad alliance

         16  dedicated to building and sustaining affordable

         17  housing for all New Yorkers.  In 2005, we called

         18  upon Mayor Bloomberg to review and propose reform of

         19  New York City's 421- a property tax exemption

         20  program in order to generate more affordable

         21  housing.  Earlier this year the Administration

         22  convened a task force of developers, advocates,

         23  academics and City officials to explore and

         24  recommend reform of the program.  The task force

         25  report was issued in October and has become the
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          2  basis for legislation proposed by the Mayor.  We

          3  congratulate Mayor Bloomberg and HPD Commissioner

          4  Shaun Donovan for using this opportunity to both

          5  bring the program in line with new market conditions

          6  and to attempt to leverage new investment in

          7  affordable housing.

          8                 The task force recommended that the

          9  negotiable certificate program, which has generated

         10  over 2,000 new affordable units over the past two

         11  years, be replaced by a dedicated affordable housing

         12  fund in the amount of $400 million.  That number is

         13  totally inadequate to produce the same amount of

         14  affordable housing that we would get from a property

         15  functioning certificate program.  In determining

         16  whether to modify or eliminate the certificate

         17  program, it is essential to recognize the level of

         18  subside that would be necessary to get the

         19  equivalent amount of production of affordable

         20  housing in the poor and working class neighborhoods

         21  where certificate projects have generally been

         22  built.

         23                 In order to replace the affordable

         24  units that would otherwise be built under the

         25  certificate program, the initial investment in this
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          2  fund would have to be at least $1 billion.

          3  Interestingly enough, the savings from eliminating

          4  the certificate program and making the other changes

          5  proposed by the task force far exceed $1 billion.

          6  Given an increased geographic exclusion area and the

          7  other suggested changes to the program, it is easy

          8  to project that in present value terms the City will

          9  gain an additional $1.5 billion in tax revenues from

         10  reform of the program.  This is a valuable City

         11  resource that should be used to create and sustain

         12  the affordable housing opportunities necessary in

         13  order to support diverse, mixed- income communities

         14  across New York City.

         15                 The $1 billion estimate of the amount

         16  needed for the fund is based on the following:  If

         17  the certificate program is not eliminated and the

         18  programmatic changes suggested in the task force

         19  report are implemented, we project that it would

         20  produce at least 12,500 affordable units over the

         21  next ten years (1,250 units per year).  To produce

         22  the same number of units (assuming a per- unit

         23  subsidy of $100,000), a dedicated fund would require

         24  an initial investment of $1 billion.

         25                 Finally, if a decision were made to
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          2  create this $1 billion fund, it must be structured

          3  as a net addition to the City's currently planned

          4  level of investment in affordable housing and be

          5  protected from the annual appropriations process.

          6

          7  READ INTO THE RECORD:

          8  PATRICK MARKEE

          9  SENIOR POLICY ANALYST

         10  LINDSEY DAVIS

         11  COMMUNITY ORGANIZER

         12  COALITION FOR THE HOMELESS

         13

         14                 I present this testimony on behalf of

         15  Coalition for the Homeless, a not- for- profit

         16  organization that provides advocacy and services for

         17  over 3,000 homeless New Yorkers each day. Since its

         18  founding in 1981, the Coalition has advocated for

         19  proven, cost effective solutions to the crisis of

         20  modern mass homelessness, which is now entering its

         21  third decade.  The Coalition operates several

         22  direct- services programs that both offer vital

         23  services to homeless and formerly homeless new

         24  Yorkers and demonstrate effective long- term

         25  solutions.  These programs include supportive
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          2  housing for families and individuals living with

          3  AIDS, a job training program for homeless and

          4  formerly- homeless women and a Rental Assistance

          5  Program which provides rent subsidies and support

          6  services to help homeless families and individuals

          7  obtain private market apartments.

          8                 The Coalition owns and operates two

          9  buildings in Manhattan which provide permanent

         10  housing for formerly- homeless families with

         11  children and for formerly- homeless and low- income

         12  individuals.  The Coalition also operates an

         13  Eviction Prevention program which assists tenants

         14  who are at risk of homelessness by providing

         15  emergency grants to address rent arrears.

         16                 Over the last decade New York City

         17  has lost over $10,000 affordable apartments, and the

         18  gap between median rents and renter household income

         19  has widened dramatically.  One in four renter

         20  households pays more than half of its income in

         21  rent, and New York City lacks some 340,000

         22  affordable apartments for poverty level families and

         23  individuals.

         24                 It is within this context that we

         25  have witnessed increasing numbers of homeless New
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          2  Yorkers.  Indeed, there are now nearly 35,000

          3  homeless New Yorkers, including nearly 14,000,

          4  homeless children sleeping in municipal shelters

          5  each night, not to mention thousands of homeless New

          6  Yorkers accessing drop in centers, faith based

          7  shelter beds and sleeping rough on the streets each

          8  night.  New York City is in desperate need of

          9  affordable housing, and we urge this Committee and

         10  the Council to support legislation that will promote

         11  the creation of thousands of affordable housing

         12  units by reforming the 421- a property tax program

         13  to include a Citywide inclusion zone and 30 percent

         14  affordability on site, which is permanently

         15  affordable to working class New Yorkers.

         16                 Declining Affordability:

         17  Affordability is unquestionably the most severe and

         18  common housing problem confronting poor households

         19  in New York.  Indeed, of the nearly 800,000 renter

         20  households experiencing severe housing problems in

         21  2002, 61.5 percent were facing affordability

         22  problems, that is paying more than half of their

         23  incomes in rent.  The affordable housing gap in New

         24  York results primarily from a structural change in

         25  housing costs which have soared over the past three
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          2  decades and renter incomes, which have remained

          3  stagnant.  From 1975 to 1999, median rents grew by

          4  nearly one- third in real terms while median renter

          5  household incomes grew by less than 3 percent

          6  following dramatic declines over most of the 1980's

          7  and 1990's.

          8                 The rise in affordability problems

          9  among renter households underlies the growing

         10  shortage of low- cost rental housing in New York

         11  City which emerged in the 1970's and has widened

         12  dramatically over subsequent decades.  In 1970 less

         13  than a decade before modern mass homelessness

         14  emerged, New York City actually had more affordable

         15  rental housing units than it did extremely low

         16  income renter households.

         17                 Affordable Housing Stock in New York

         18  City:

         19                 During the past three decades, New

         20  York City has witnessed extraordinary changes in the

         21  affordable housing stock resulting in a deficit of

         22  available, low- cost apartments, a trend which

         23  continues today.  In 2002 there were 566,039

         24  households earning less than 30 percent of the area

         25  median income ($15,750 in 2002).  At the same time
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          2  there were only 223,677 apartments affordable to

          3  those households (gross rents below $400 per month,

          4  or 30 percent of the median household income),

          5  representing a deficit of more than 340,000

          6  affordable rental units for New York City's poorest

          7  renter households.

          8                 Another defining feature of low- cost

          9  apartments in New York in recent years has been the

         10  rapidly shrinking size of the affordable housing

         11  stock.  Between 1999 and 2002, New York City lost

         12  more than 44,500 apartments whose gross rents were

         13  under $400 per month.  During the same period, New

         14  York also lost 87,083 apartments renting for under

         15  $500 and 143,571 units renting for under $600 per

         16  month.  Thus, over a three- year period New York has

         17  lost more than 275,000 apartments with rents

         18  affordable to very low- income families and

         19  individuals.

         20                 These analyses taken together clearly

         21  illustrate that New York City is experiencing an

         22  affordable housing crisis. One in five New York City

         23  households lives in poverty, well above the national

         24  poverty rate, while more than a quarter of New York

         25  City residents pay more than half their income for
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          2  rent.  The gap between rents and incomes has

          3  continued to widen and low rent apartments are

          4  extremely scarce with a vacancy rate of 1.54

          5  percent, for units with rents $500 or less and 2

          6  percent for units $700 or less, climbing steadily

          7  for higher rent levels.

          8                 Housing Emergencies:  City data and

          9  surveys of homeless families have shown that many

         10  families because homeless as a result of eviction

         11  and other housing crises.  Department of Homeless

         12  Services data shows that as many as half of homeless

         13  families seeking shelter previously resided in six

         14  of the poorest neighborhoods in the City, including

         15  Harlem, the South Bronx, Bedford- Stuyvesant and

         16  East New York, neighborhoods with high

         17  concentrations of rent- regulated housing.

         18                 These trends confirm reports and data

         19  from eviction prevention services providers

         20  Citywide.  At Coalition for the Homeless, we have

         21  first- hand experience of the housing emergencies

         22  experienced by many low- income New Yorkers.  Our

         23  Eviction Prevention Program has provided assistance

         24  to thousands of families and individuals at risk of

         25  homelessness, most of whom have already been turned
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          2  away by the City's welfare agency and other private

          3  agencies.  Most of the households we assisted were

          4  residing in low cost apartments, often with monthly

          5  rents of $800 or less, and the majority were

          6  employed.  Nevertheless, earning just over the

          7  minimum wage, even full- time workers whom we have

          8  assisted have fallen into rent arrears and been at

          9  imminent risk of homelessness.

         10                 New York City Homelessness on the

         11  Rise: Homelessness in New York City remains at near-

         12  record levels, nearly 35,000 homeless individuals

         13  and families, including nearly 14,000 children sleep

         14  in municipal shelters each night.  These numbers

         15  represent a 44 percent increase from only one decade

         16  prior.

         17                 Families Homelessness on the Rise:

         18  Homeless families with children comprise the

         19  fastest- growing segment of New York City's homeless

         20  shelter population and has increased by 11 percent

         21  this year.  The number of homeless families in

         22  shelters has risen nearly every month of 2006.

         23                 The number of homeless New York City

         24  children has risen by 11 percent.  The number of

         25  homeless families in shelters, currently more than
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          2  8,700 families is the highest since November 2004.

          3  The number of homeless "adult families" (without

          4  minor children) has risen to all- time record

          5  levels.

          6                 Shelter Move Outs on the Decline:

          7  The City moved fewer homeless families into

          8  permanent housing this past fiscal year, 6,406

          9  homeless families moved to subsidized housing in FY

         10  2006, compared to 6,772 families moves in FY 2005 a

         11  5,4 percent. Decrease.

         12                 The average stay for homeless

         13  families in the municipal shelter system has nearly

         14  doubled over the past decade, from six months in

         15  1992 to nearly twelve months today.  More New York

         16  City families entered the shelter system this past

         17  fiscal year, 11,082 new homeless families in FY

         18  2006, compared to 10,616 new families in FY 2005, a

         19  4.4 percent increase (New York City Department of

         20  Homeless Services, Mayor's Management Report, New

         21  York City Office of Management and Budget).

         22                 When considering data on

         23  homelessness, it is essential to recognize that it

         24  represents only a point- in- time snapshot of the

         25  true dimensions of homelessness in New York City.
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          2  Indeed, research over the last decade has shown

          3  conclusively that homelessness, far from being a

          4  rare circumstance that afflicts only a small portion

          5  of the population is in fact an increasingly

          6  commonplace occurrence among New Yorkers in general

          7  and low- income New Yorkers in particular.  New York

          8  City's Department of Homeless Services reports that,

          9  in FY 2005, 98,239 unduplicated homeless adults and

         10  children utilized the municipal shelter system, a 16

         11  percent increase over the past four years.

         12                 In addition, studies from the 1990s

         13  have found that one in twenty New Yorkers turned to

         14  homeless shelters over a ten year period, while as

         15  many as one in ten African American children slept

         16  in shelters at some point over a five- year period.

         17  There is therefore clear evidence that homelessness

         18  has also come to affect a larger and larger share of

         19  the City's population, particularly families and

         20  low- income renters.

         21                 421- a Necessary Reforms:  Tax breaks

         22  constitute a public subsidy and therefore should

         23  reward contributions to the public benefit.  Under

         24  some proposals for reform of the 421- a program,

         25  developers of luxury housing would continue to
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          2  receive subsidies of more than $100,000 per unit

          3  over fifteen years for the creation of highly

          4  lucrative, luxury housing.  The housing market in

          5  New York City is strong and the vacancy rate of 3.09

          6  percent is well below the threshold necessary to

          7  declare a housing emergency for area tenants.

          8  Subsidies are no longer necessary to encourage the

          9  investment in our communities sought by the 421- a

         10  program at its inception, indeed the program was

         11  amended in the 1980's to reflect this reality in

         12  much of Manhattan.  Nearly three decades later, the

         13  program must be reconsidered to reflect the

         14  realities of the housing market in New York City

         15  today.

         16                 Some standing recommendations and

         17  proposals fall short of the needed overhaul of this

         18  program.  We need more than a few tweaks and slight

         19  expansion of the area of the City in which

         20  affordable housing is required.

         21                 Deeper Affordability and a Commitment

         22  to the Creation of Affordable Housing:  We must use

         23  reform of the 421- a program to help us solve the

         24  central problem of affordability and to that end, we

         25  urge you to support Intro. 490 to make 421- a a
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          2  City- wide program that grants tax breaks to

          3  developers who include 30 percent of units on- site

          4  and permanently affordable to average working class

          5  New Yorkers.

          6                 Furthermore, the commitment of $400

          7  million in tax revenues generated by such reforms

          8  toward the creation of affordable housing would be

          9  inadequate to create the same amount of affordable

         10  housing that would otherwise result from a properly

         11  functioning certificate program.  In other to

         12  replace the affordable units that would be built,

         13  the investment in the affordable housing trust fund

         14  would have to be at least $1 billion. Any resulting

         15  tax revenue should be considered a valuable resource

         16  and should be used to create and maintain affordable

         17  housing opportunities, supporting the diversity that

         18  makes New York City neighborhoods unique.

         19                 Thank you for the opportunity to

         20  submit this testimony.

         21

         22  READ INTO THE RECORD

         23  REVEREND ALFRED P. LO PINTO

         24  VICAR FOR HUMAN SERVICES

         25  CATHOLIC CHARITIES OF BROOKLYN AND QUEENS
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          2  ROMAN CATHOLIC DIOCESE OF BROOKLYN

          3

          4                 COMMENTS ON COMPREHENSIVE 421- A TAX

          5  REFORM:

          6

          7                 Good afternoon, my name if Father

          8  Alfred LoPinto. I am the Vicar for Human Services

          9  for the Diocese of Brooklyn and Queens.  In my role

         10  as vicar, I oversee the work of Catholic Charities

         11  of Brooklyn and Queens and work closely with local

         12  parishes to respond to the human services needs of

         13  communities.

         14                 Catholic Charities of Brooklyn and

         15  Queens is one of the largest providers of housing

         16  for low- income seniors, families and the formerly

         17  homeless in New York City, having developed over

         18  3,000 units of housing.  In providing these units,

         19  we have seen first- hand, the overwhelming need for

         20  affordable housing.  Over 500,000 families in New

         21  York City pay more than half their income in rent.

         22  Record numbers of families are living in homeless

         23  shelters.  For each apartment we manage, there are

         24  at least 20 eligible applicants on the waiting list.

         25    In addition to these global statistics are the
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          2  very real stories of struggling families and frail

          3  elderly tenants who are being displaced by rising

          4  rents. This displacement is reaching crisis

          5  proportions.

          6                 On behalf of the citizens of Brooklyn

          7  and Queens, I commend the Council and Speaker Quinn

          8  for finally proposing reform to the 421- a property

          9  tax program, but the proposed bill does not go far

         10  enough to encourage the development of affordable

         11  housing in mixed income environments, that serve the

         12  lowest income families, throughout all neighborhoods

         13  in New York City.

         14                 Of particular concern is that changes

         15  to the 421- a include all of Brooklyn and Queens.

         16  The proper reform of the 421 a program, in this

         17  strong housing market, can help ensure a more

         18  equitable balance of community and better distribute

         19  the tax breaks given to developers, so that people

         20  of all economic classes can benefit.

         21                 Specifically, i ask the Council, in

         22  its development of an equitable, comprehensive

         23  reform of the 421- a tax benefit to include the

         24  following:

         25                 1.  Require on- site affordable units
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          2  to be developed on all projects City- wide.

          3                 2.  Ensure that affordable units are

          4  available to families making 50 percent of Area

          5  Median Income, at approximately $25,450 per year.

          6                 3.  Require a 70- 30 percent market

          7  rate- to affordable ratio for new developments.

          8                 4.  Require that 50 percent of

          9  affordable units in new developments are available

         10  to local community residents through community

         11  preference.

         12                 5.  Allow developers to get a tax

         13  exemption only by providing affordable housing.

         14                 6.  Require that affordable units

         15  remain affordable for the life of the multiple

         16  dwelling.

         17                 On behalf of the Catholic parishes of

         18  Brooklyn and Queens, I would like to thank you for

         19  your consideration of this testimony.  We ask that

         20  the Council use this unique opportunity for reform

         21  to create tax incentives that will result in

         22  stronger guarantee of affordable housing for

         23  citizens of our City.

         24  READ INTO THE RECORD:

         25  SARAH DESMOND
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          5                 Thank you for allowing me the

          6  opportunity to address you today.  My name is Sarah

          7  Desmond and I am the Executive Director of Housing

          8  Conservation Coordinators, Inc. (HCC), a not for-

          9  profit organization based in Hell's Kitchen/Clinton

         10  that seeks to preserve and defend safe, decent and

         11  affordable housing.

         12                 The services that we provide include

         13  legal representation in Housing Court, organizing

         14  tenants to improve living conditions, installing

         15  energy efficient systems through our Weatherization

         16  Program, teaching training courses, and organizing

         17  around broader issues like this one that affect the

         18  entire community.

         19                 I am here today to urge you to

         20  support Council Member Palma's proposed legislation,

         21  Intro. 490, revising the 421- a tax exemption

         22  program.  Council Member Palma's bill is the most

         23  effective mechanism on the table to guarantee that

         24  residential developers do not receive a public

         25  subsidy without providing the community with the one
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          2  service they are best poised to deliver; affordable

          3  housing for low- and moderate- income New Yorkers.

          4                 Our neighborhood, the Hell's

          5  Kitchen/Clinton area of Manhattan, benefits from the

          6  type of exemption from the automatic 421- a tax

          7  abatement that the proposed legislation would expand

          8  Citywide.  As new luxury residential development

          9  springs up around the neighborhood, we have depended

         10  on the developers' choice to include low- income

         11  housing in exchange for a tax exemption. Without

         12  that incentive, very little of the recent housing

         13  produced would be affordable to the long- term

         14  families who form the core of our community.

         15                 Recently, we worked with our Council

         16  Member, Speaker Christine Quinn, to guarantee that a

         17  significant portion of the residential development

         18  in the rezoned "Hudson Yards" area would be

         19  permanently affordable to low- and moderate- income

         20  members of our community.  In those negotiations,

         21  one of the various tools we utilized to provide

         22  affordable housing is an exemption from the

         23  automatic 421- a tax abatement.  We expanded the

         24   "421- a exclusion zone" to include the new

         25  residential neighborhood that we were zoning into
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          2  existence.

          3                 The proposed legislation would use

          4  that same strategy, forcing developers to provide

          5  affordable housing in exchange for the tax break

          6  Citywide, helping to guarantee that the continuing

          7  growth of our City will include families and

          8  individuals of moderate means.

          9            In addition to the Citywide reach of

         10  Intro. 490, we want to draw attention to another of

         11  its strengths; the insistence that 30 percent of the

         12  housing be affordable, rather than the 20 percent we

         13  expect today.  As many of our neighborhoods

         14  gentrify, we want to ensure that lower- income

         15  families can stay in their homes and grow in their

         16  own communities; a 30 percent expectation for

         17  affordable housing in new residential development

         18  would allow our members and clients to feel that

         19  their future in New York is part of the City's

         20  overall plan for growth.

         21                 In a similar vein, we support Council

         22  Member Gerson's proposal to require more affordable

         23  housing, 35 percent if a developer takes advantage

         24  of both the 421- a and the inclusionary housing

         25  programs.  As the City remains an attractive area
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          2  for residential development, we have to be sure that

          3  our tax breaks and incentive programs provide our

          4  communities with enough affordable housing to be

          5  worth our public investment.  Council Member

          6  Gerson's bill helps guarantee that they do.

          7                      We recognize that there are a

          8  variety of proposals on the table, and we recognize

          9  that there are a variety of strategies for shaping

         10  public policy to support growth, development and

         11  income diversity in New York.  We believe that

         12  Council Member Palma's legislation and Council

         13  Member Gerson's bill would be aggressive, effective

         14  tools to provide affordable housing to future

         15  generations of New York City residents and we urge

         16  you to pass them both.  Thank you.

         17

         18  READ INTO THE RECORD:

         19  DAVID MUCHNICK

         20  CONSULTANT

         21  NEW YORK HOUSING CONFERENCE

         22

         23                 My name is David Muchnick, Consultant

         24  to the New York Housing Conference and I am

         25  testifying today on behalf of the New York Housing

                                                            391

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  Conference in support of Intro- 486.  The New York

          3  Housing conference, established in 1973, is a major

          4  coalition of the not- for- profit and private sector

          5  sponsors, developers and operators of affordable

          6  housing.  This coalition is also composed of the

          7  financial investment community and includes service

          8  providers and prominent technical consultants.

          9                 The new York Housing conference

         10  believes that this legislation is a reasonable

         11  modification of the Bloomberg Administration's

         12  original bill regarding the 421- a tax exemption

         13  program.  The legislation would preserve the 4221- a

         14  program which is essential to the development of the

         15  moderate/middle income affordable housing

         16  development programs in the City.

         17                 We do, however, have several concerns

         18  about Intro. 486, which we shall elaborate on in a

         19  subsequent letter, since we received short notice of

         20  this hearing today.

         21                 We are very disappointed that Intro.

         22  486 eliminates the 421- a Certificate Program which,

         23  although it has not been a mainstay of City housing

         24  policy, has produced thousands of units of housing,

         25  particularly in areas which might otherwise not have
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          2  been developed.  The proposed trust fund is

          3  relatively paltry with an uncertain source over the

          4  ten- year period.  We should not eliminate a program

          5  with a track record and accept an untested funding

          6  stream.

          7                 We believe that the 421- a

          8  Certificate Program is important and that its

          9  elimination may have long term detrimental

         10  consequences to the future development of middle-

         11  income housing production which is so essential to

         12  retaining and recruiting a skilled, experienced work

         13  force in the City and keeping its revitalized

         14  neighborhoods economically stable and socially

         15  diverse.

         16                 In conclusion we want to emphasize

         17  our support of Intro. 486, recognizing the time

         18  limitations if we wish the 421- a legislation to be

         19  extended.

         20

         21  READ INTO THE RECORD:

         22  GERALD A. ESPOSITO

         23  DISTRICT MANAGER

         24  COMMUNITY BOARD NO. 1

         25  BROOKLYN, NEW YORK
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          3                 Good morning Chairman Dilan, Members

          4  of the City Council's Housing and Buildings

          5  Committee, elected officials, ladies and gentleman.

          6  I am Gerald A. Esposito, District Manager of

          7  Community Board No. 1.  Our district is located on

          8  the northern most portion of Brooklyn and is

          9  comprised of the two neighborhoods of Greenpoint and

         10  Williamsburg.

         11                 The 421- a program was first

         12  instituted in the City during the early 1970s with

         13  high expectations that it would aggressively advance

         14  construction of new housing throughout any of the

         15  five boroughs where market rate development was not

         16  occurring tax incentives.

         17                 Over the last 30- some years the

         18  incentive program did not greatly achieve this lofty

         19  goal.  However, despite not reaching its original

         20  envisioned potential, it did capitulate by

         21  stimulating condominium development.  HPD reports

         22  that the program is the bearer of over 110,000

         23  apartments.

         24                 In the 1980s, in order to step up a

         25  housing agenda, the City chose to modify the program
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          2  to exclude areas of Manhattan unless developers

          3  built a percentage driven number of off- site

          4  affordable housing units.  Recent arguments about

          5  the 421- a program focus on one point; that given

          6  the exponential growth of the City's real estate

          7  market the program is outdated and no longer needed.

          8  Others lament that embodied in the program are flaws

          9  and inequities.

         10                 Developers already receive other

         11  windfalls and that over time owners of new condos

         12  receive more tax benefits than those in older

         13  buildings.  New York City's Administration is

         14  addressing modifications for yesteryear's program to

         15  help address today's affordable housing needs.

         16                 While this program is wending its way

         17  towards an expiration date, there is opportunity now

         18  to retool it to more comprehensively address our

         19  affordable housing crisis.

         20                 Over a year ago, Community Board No.

         21  1 diligently considered and responded to the complex

         22  rezoning proposals made by the Department of City

         23  Planning for our district's waterfront. As part of

         24  our response we included very strong positions

         25  detailing the needs of our district, especially for
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          2  affordable housing and job retention.

          3                 We deeply believe that any incentives

          4  extended to developers who construct in our

          5  waterfront should stipulate development of

          6  affordable housing.  It is our position that at

          7  least 40 percent should be factored into the

          8  equation.  This stance holds true in respect to the

          9  421- a tax abatement program.  Hand- in hand with

         10  affordable housing is having available good wage

         11  earning jobs that could employ our area's low to

         12  moderate income renters and owners.

         13                 Just a few months ago we provided our

         14  support for the State level introductions (A 10912/S

         15  577884) for permanently changing the 421- a property

         16  tax abatement program to enhance the requirements

         17  and incentives of the program while making it a City

         18  wide one.  The tiered proposal included the

         19  following points:

         20                 1.  Require all 421- a recipients to

         21  build affordable housing, with higher percentages

         22  than before.

         23                 2.  Thirty percent of the units must

         24  be affordable for individuals making less than 60

         25  percent Area Median income, or
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          2  20 percent must be affordable for individuals making

          3  less than 60 percent Area Median Income and 20

          4  percent affordable for individuals making less than

          5  100 percent Area Median Income.  This mandating that

          6  a total of 40 percent of the units be affordable.

          7                 2. Require all affordable units to be

          8  built on- site. In addition, the proposal addressed

          9  the problem of good jobs by requiring 421- a

         10  recipients that build large buildings (50 or more

         11  units) with a majority of market rate units to pay

         12  building service employees prevailing wages and

         13  benefits.  We believe that these fine efforts to

         14  update the 421- a program are congruent with our

         15  position held on the matter.

         16                 We are pleased to learn that the City

         17  Council is now tracking the task of reform.

         18  However, it is our understanding that what is

         19  brewing introduced by the speaker is deficient in

         20  many points.  As the introductions (Int. 0472, 0486,

         21  0487, 0490- 2006) are under review by the Housing

         22  and Buildings Committee, we specifically ask that a

         23  more comprehensive 421- a Tax reform be addressed

         24  that would do the following:

         25                 Require affordable units to be
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          2  developed in all projects City- wide on- site.

          3  Ensure that affordable units are available to

          4  families making 50 percent of Area Median Income

          5  (AMI), approximately $35,450 per year.

          6                 Require a 70 percent- 30 percent

          7  market rate- to affordable ratio for new

          8  developments.  Require that 50 percent of affordable

          9  units in new developments are available to local

         10  community residents through community preference.

         11                 Allow developers to get a tax

         12  exemption only by providing affordable housing.

         13  Require that affordable units remain affordable for

         14  the life of the multiple dwelling.

         15                 Sincerely, Gerald A. Esposito,

         16  District Manager

         17

         18  READ INTO THE RECORD:

         19  CLERGY AND FAITH LEADERS

         20  UNITED FOR FAIR 421- A REFORM

         21

         22  Rev. Mariano Cisco, St. Josephs RC Church

         23  Rev. Dr. William Shillady, Park Avenue Methodist

         24  Church

         25  Rev. Alex Walbrodt, Atonement Lutheran Church

                                                            398

          1  COMMITTEE ON HOUSING AND BUILDINGS

          2  Rev. Chick Straut, Riverside Church

          3  Rev. Sara Lamar- Sterling, Park Avenue Methodist

          4  Church

          5  Apostle Guillermo Martino, Tabernacle of God's Glory

          6  Rabbi Ellen Lippmann, Kolot Chayeinu

          7  Rev. Charles king, Housing Works

          8  Rev. Alistair Drummond, West End Presbyterian

          9  Rabbi Michael Feinberg, Greater New York Labor

         10  Religion Coalition

         11  Luciano Kovacs, Jan Hus Presbyterian Church

         12  Rev. Fr. John Flynn, St. Martin of Tours

         13  Rev. Linda Bartholomes, Grace Church

         14  Rev. Milind Sojwal, All Angels Episcopal Church

         15  Rev. Tony Aja, Fifth Avenue Presbyterian

         16  Rev. Bruce Southworth, Community Church of New York

         17  Rev. Pat Bumgardner, Metropolitan Community Church

         18  of New York

         19  Fr. Errol Harvey, St. Augustine's Episcopal Church

         20  Rev. N.J.L. Heureux, Queens Federation of Churches

         21  Rev. John Hiemstra, New York City Council of

         22  Churches

         23  Archdeacon Mike Kendall, Episcopal Diocese

         24  Rev. Terri Troia, Project Hospitality, Staten Island

         25  Rev. David Dyson, Layayette Avenue Presbyterian
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          2  Rev. Noel Vanek, The Church- in- the- Garden

          3  Rabbi Jeremy Kalmanofsky, Congregation Ansche Chesed

          4  Marc Greenberg, Interfaith Assembly

          5  Fr. Pierre- Andre Duvet, Church of the Resurrection

          6  Msgr. Thomas Healy, Our Lady of Sorrows, RC church

          7  Fr. Jim O'Shea, Shurches United for Fair Housing

          8  Fr. John Duffel, Ascension RC Church

          9  Rev. Robert Brashear, West Park Presbyterian

         10  Rev. Dr. James A. Forbes, Riverside Church

         11  Pastor James Pullings, Leviticus Church of God in

         12  Christ

         13  Rev. Guillermo Martino, Tabernacle of God's Glory

         14  Rev. Herbert Daughtry, House of the Lord

         15  Rev. Cecely Broderrick, St. Philips Episcopal

         16  Fr. Mike Tyson, Holy Name

         17  Rev. Maria Santiviago, San Juan Bautista Episcopal

         18  Church

         19  Rev. Joe Parker, Wayside Baptist Church

         20  Bishop Connis Mobley, United Community Baptist

         21  Church

         22  Fr. Mark Hallinan, New York Province of Jesuits

         23  Rev. Theodora Brooks, St. Margaret's Episcopal

         24  Church

         25  Rev. Susan Sparks, Madison Avenue Baptist
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          2  Rev. Paul Sanchez, Our Lady of Mt. Carmel

          3  Rev. Tom Reiber, All Souls UCC.

          4                 (Hearing concluded at 5:35 p.m.)
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          1

          2              CERTIFICATION

          3

          4

          5     STATE OF NEW YORK   )

          6     COUNTY OF NEW YORK  )

          7

          8

          9                 I, CINDY MILLELOT, a Certified

         10  Shorthand Reporter, do hereby certify that the

         11  foregoing is a true and accurate transcript of the

         12  within proceeding.

         13                 I further certify that I am not

         14  related to any of the parties to this action by

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

         16  interested in the outcome of this matter.

         17                 IN WITNESS WHEREOF, I have hereunto

         18  set my hand this 11th day of December 2006.

         19

         20

         21

         22

         23

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

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

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

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

         12  true and accurate copy of the transcription of the

         13  audio tapes of this hearing.
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                              CINDY MILLELOT, CSR.
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