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          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON BERMAN: Ladies and

          3  gentlemen, if I can have a member of the Finance

          4  staff testify on the UDAAPs that are before us.

          5                 Sir, how are you?

          6                 PECHEFSKY: Good, thank you.

          7                 CHAIRPERSON BERMAN: Would you please

          8  go over them? Also, who is going to take the roll

          9  call. We have UDAAPs to vote on, and we also have a

         10  recitation that's necessary from the Finance staff.

         11                 Does everybody have the information

         12  sheet?

         13                 Ladies and gentlemen, if we may now

         14  proceed. We have Land Use 1045, 1071, 1072, 1080,

         15  1103, 1105 and 1130.

         16                 Sir, identify yourself. David.

         17                 MR. PECHEFSKY: Yes. I'm David

         18  Pechefsky, from City Council Finance.

         19                 As the Chairman stated, there are

         20  seven LUs up for consideration for partial property

         21  tax exemptions today. The first is Land Use 1045, a

         22  Partnership New Homes Program. This is in three

         23  Council Districts, Spigner, White and Stabile's.

         24  There are 40 two-family homes, a 20 year exemption.

         25  The first year is 93,000, the total 20-year amount
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          2  is $1,660,000.

          3                 CHAIRPERSON BERMAN: Are these new or

          4  rehabilitated homes?

          5                 MR. PECHEFSKY: This is new

          6  construction.

          7                 CHAIRPERSON BERMAN: Fine.

          8                 Any questions?

          9                 Next is 1071, which is a New

         10  Foundations Program. Council Member Rivera's

         11  district. Thirty-three buildings, 66 units, I assume

         12  they are two --

         13                 MR. PECHEFSKY: These are also

         14  two-family homes, that's correct.

         15                 CHAIRPERSON BERMAN: It's also a

         16  20-year exemption, 87,000 for the first year,

         17  1,560,000.

         18                 Any questions on 1071? There being

         19  none, we go to 1072. Also in Council Member Rivera's

         20  District. It's also a New Foundations Program.

         21  Nineteen buildings, 38 units, 20-year exemption, a

         22  $50,300 first year exemption. The 20-year exemption

         23  comes to $896,000.

         24                 Any questions?

         25                 Ms. Pinkett, would you take the mike.
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          2                 COUNCIL MEMBER PINKETT: What is the

          3  New Foundations Program?

          4                 CHAIRPERSON BERMAN: David, would you

          5  be good enough to explain the New Foundations

          6  Program?

          7                 MR. PECHEFSKY: The New Foundations

          8  Program, it's a new construction program for one- to

          9  three-family homes. It's similar to the partnership,

         10  it differs in that it doesn't get the subsidies,

         11  capital dollars don't go to subsidize the

         12  construction and it's market rate so there are no

         13  income caps on the purchasers.

         14                 COUNCIL MEMBER PINKETT: So, what is

         15  the basis of the New Foundation Program?

         16                 MR. PECHEFSKY: Excuse me, could you

         17  please repeat the question?

         18                 COUNCIL MEMBER PINKETT: What is the

         19  basis then of the New Foundation Program?

         20                 MR. PECHEFSKY: That's simply the

         21  title that HPD has chosen to give this development

         22  program.

         23                 COUNCIL MEMBER PINKETT: It gets the

         24  subsidy, you said, of the partnership?

         25                 CHAIRPERSON BERMAN: The question is
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          2  as to whether or not they get a subsidy, as does the

          3  Partnership.

          4                 MR. PECHEFSKY: No, they do not get a

          5  construction subsidy.

          6                 COUNCIL MEMBER PINKETT: But they do

          7  get a subsidy in terms of land?

          8                 MR. PECHEFSKY: They purchase the

          9  land. It's an unsubsidized model.

         10                 CHAIRPERSON BERMAN: So, then, can I

         11  assume that the land is purchased by the

         12  not-for-profit, now undertakes the construction, the

         13  City gives the mortgage, a construction mortgage,

         14  and then it's sold and it converts to a regular

         15  mortgage; is that correct?

         16                 MR. PECHEFSKY: It's actually the

         17  private developers, not necessarily not-for-profit,

         18  it could be a for-profit, and they're responsible

         19  for securing the construction financing.

         20                 CHAIRPERSON BERMAN: What is the

         21  benefit that abides to the citizenry out of this

         22  program, the exemption?

         23                 MR. PECHEFSKY: The exemption, the

         24  intent is to help so there will be long-term home

         25  ownership. The exemption is linked to the purchaser
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          2  in keeping, staying in the home for the 20-year

          3  exemption period.

          4                 COUNCIL MEMBER PINKETT: I don't

          5  understand that, because it seems to me it's no

          6  different than any other program. All of the

          7  programs that we're involved in, there is no

          8  expectation that a person will move out in five

          9  years or ten years, et cetera.

         10                 It would seem to me that if it's a

         11  private, strictly private, it would not come to us

         12  at all. Trump does not come to us.

         13                 CHAIRPERSON BERMAN: Well, it has to

         14  come to us because of the exemption.

         15                 MR. PECHEFSKY: It's City-owned land,

         16  so it needs to be disposed.

         17                 COUNCIL MEMBER PINKETT: Okay. So, if

         18  it's City-owned land, then the exemption is in the

         19  land, so that the land costs are reduced in some

         20  way, so that's part of the subsidy; is that correct?

         21                 MR. PECHEFSKY: Well, I mean to the

         22  extent there is a subsidy, it's the tax exemption.

         23  It's City-owned land, so it has to go to --

         24                 COUNCIL MEMBER PINKETT: Tax exemption

         25  is a subsidy, okay.
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          2                 MR. PECHEFSKY: In effect, yes.

          3                 COUNCIL MEMBER PINKETT: The subsidy

          4  is the tax exemption, so there is a subsidy.

          5                 MR. PECHEFSKY: Yes. There is not a

          6  subsidy in terms of direct capital dollars.

          7                 COUNCIL MEMBER PINKETT: The second

          8  question then, if there is a tax exemption, what's

          9  the level of the tax exemption?

         10                 MR. PECHEFSKY: It's a full tax

         11  exemption for ten years, it declines in equal

         12  increments over the next ten years.

         13                 COUNCIL MEMBER PINKETT: Is that a

         14  publicized program or just a special program? I

         15  never heard of it before today.

         16                 MR. PECHEFSKY: Yes, it's a relatively

         17  new program. Whether it's publicized or not, perhaps

         18  HPD could answer that question.

         19                 COUNCIL MEMBER PINKETT: Would HPD

         20  answer that question for me?

         21                 CHAIRPERSON BERMAN: Hi. Would you

         22  identify yourself, please.

         23                 ASSISTANT COMMISSIONER GARDELLA:

         24  James Gardella, Assistant Commissioner for

         25  Intergovernmental Affairs at HPD.
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          2                 Yes, Councilwoman, it is a new

          3  program. It is the result of the request for

          4  proposal, a publicly offered and publicly advertised

          5  request for proposals that my agency did about a

          6  year ago, in which we offered vacant City-owned land

          7  to any private developer who would build home

          8  ownership, new homes on it, pay us for the land and

          9  provide their own development money, so there is no

         10  -- Mr. Pechefsky was correct, there is no City

         11  money involved. They're purchasing. We took the best

         12  proposals, they're paying us for the land, they're

         13  providing the development money and the City is

         14  offering this tax exemption with the concurrence of

         15  your Committee.

         16                 CHAIRPERSON BERMAN: Is the amount

         17  being paid for the land the fair market value, or a

         18  negotiated price that's below market value?

         19                 ASSISTANT COMMISSIONER GARDELLA: It

         20  was a result of the response as to the RPF.

         21                 CHAIRPERSON BERMAN: So it was the

         22  RFP's consequence.

         23                 ASSISTANT COMMISSIONER GARDELLA:

         24  Right. It's the result of the RFP.

         25                 CHAIRPERSON BERMAN: So, effectively,
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          2  if there is $100,000 first year abatement and

          3  there's 33 units, averaging it out so each unit is

          4  paying $3,000 a year less, at least for that first

          5  year, because of the savings in taxes.

          6                 ASSISTANT COMMISSIONER GARDELLA: I

          7  accept your math on that, Mr. Chairman.

          8                 CHAIRPERSON BERMAN: It's actually

          9  less, I guess.

         10                 I'm sorry, Ms. Pinkett.

         11                 COUNCIL MEMBER PINKETT: That does not

         12  answer my question, because first I'm told by the

         13  City's representative, that there is no subsidy,

         14  that there is nothing, and then we're told that

         15  there is.

         16                 Now, I would like to see, and I think

         17  we should see, one, some information on that

         18  program.

         19                 I am rather tired of seeing programs

         20  that appear out of nowhere that seem to be specially

         21  drawn up, and then we hear that there was indeed,

         22  and there might have been, an RFP, but no one else

         23  knows about it, and I'd like to know what the

         24  results were and what the cost was of the lamb.

         25                 CHAIRPERSON BERMAN: Jim, the RF --
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          2                 COUNCIL MEMBER PINKETT: If I may

          3  finish?

          4                 I know that in some instances the

          5  City used to sell houses for a dollar, and then they

          6  didn't anymore do that, but I do know that they can

          7  set prices wherever they want to, for whatever they

          8  want to.

          9                 So, it just seems to me so that

         10  there's a level playing field, and so that we know

         11  exactly what we're talking about, at the same time

         12  we're talking about the potential loss of money that

         13  we ought to know what the costs are, what the costs

         14  for the land was, how much indeed the developer is

         15  required to put up, what we have approved in actual

         16  dollars. And I think that's a reasonable question

         17  for a Finance Committee to ask. It's not

         18  unreasonable.

         19                 ASSISTANT COMMISSIONER GARDELLA: I

         20  will be glad to make copies of the RFP available to

         21  the Committee. It was publicly advertised last year,

         22  and these are, the City Charter allows HPD to be the

         23  agency responsible to select winners and respondents

         24  to the RFP. In this case for these Bronx sites,

         25  these are the builders, and these are the offerings
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          2  that we selected. But I'll be glad to make copies of

          3  the RFP available to the Committee.

          4                 COUNCIL MEMBER PINKETT: Also, of the

          5  information regarding the number of people which

          6  allowed you to come in at the cost, so that we might

          7  have the benefits for our constituents, as well. We

          8  don't want to deny any citizen in this City the

          9  right of this good news.

         10                 CHAIRPERSON BERMAN: Thank you, Ms.

         11  Pinkett.

         12                 COUNCIL MEMBER PINKETT: You're quite

         13  welcome.

         14                 CHAIRPERSON BERMAN: Jim.

         15                 COUNCIL MEMBER PERKINS: I have a

         16  quick question, Mr. Chairman.

         17                 CHAIRPERSON BERMAN: One moment. You

         18  will, of course, provide the information?

         19                 ASSISTANT COMMISSIONER GARDELLA: Yes,

         20  Mr. Chairman.

         21                 CHAIRPERSON BERMAN: Let me ask you a

         22  question.

         23                 Were there multiple responses to the

         24  RFP or not?

         25                 ASSISTANT COMMISSIONER GARDELLA:
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          2  There were many responses because there were many

          3  sites involved.

          4                 CHAIRPERSON BERMAN: Okay.

          5                 ASSISTANT COMMISSIONER GARDELLA: I

          6  don't know how many people responded to these

          7  particular Bronx sites.

          8                 CHAIRPERSON BERMAN: Mr. Perkins.

          9                 COUNCIL MEMBER PERKINS: I just want

         10  to be clear. Is New Foundations a program unique to

         11  the Bronx?

         12                 ASSISTANT COMMISSIONER GARDELLA: No,

         13  sites were advertised in other boroughs also.

         14                 COUNCIL MEMBER PERKINS: Could you

         15  give me an idea where they might have been

         16  advertised in Manhattan?

         17                 ASSISTANT COMMISSIONER GARDELLA: I'll

         18  bring you the RFP which shows the sites.

         19                 COUNCIL MEMBER PERKINS: In my area,

         20  in my district, there has been no such thing as a

         21  New Foundations.

         22                 I'm not criticizing, I'm just

         23  wondering if this is peculiar to the Bronx.

         24                 ASSISTANT COMMISSIONER GARDELLA: To

         25  the best of my recollection, almost all of the sites
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          2  were in the Bronx and Brooklyn.

          3                 COUNCIL MEMBER PERKINS: I see. So

          4  peculiar to Bronx and Brooklyn.

          5                 ASSISTANT COMMISSIONER GARDELLA: Yes,

          6  mostly everything --

          7                 CHAIRPERSON BERMAN: I don't quite

          8  understand the question, Bill.

          9                 COUNCIL MEMBER PERKINS: The New

         10  Foundations Program, there is a lot of work going on

         11  in my district, cornerstone, new homes, one thing or

         12  the other, so, I wanted to know was there something

         13  that was designed specifically because of the

         14  conditions that existed in the Bronx, versus what

         15  might be the case in Harlem where you have

         16  brownstones and other kinds of arrangements that are

         17  designed, programs to accommodate those kind of

         18  arrangements.

         19                 CHAIRPERSON BERMAN: Jim, what's the

         20  answer to that?

         21                 ASSISTANT COMMISSIONER GARDELLA: The

         22  answer is that it was for small parcels of infill

         23  City-owned land, largely in the Bronx and Brooklyn

         24  where there were home ownership opportunities,

         25  opportunities for the private market to come in and
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          2  build owner occupied homes, which is exactly what

          3  these two proposes, Land Use 1071 and 1072 are

          4  doing.

          5                 We don't have as many of those kinds

          6  of small home opportunities in Manhattan, so I

          7  honestly don't remember if there were any Manhattan

          8  --

          9                 CHAIRPERSON BERMAN: Would you check

         10  that, please.

         11                 ASSISTANT COMMISSIONER GARDELLA: --

         12  Sites in the RFP, but I will check.

         13                 CHAIRPERSON BERMAN: Is it therefore,

         14  could we assume, therefore, that Manhattan is more

         15  viably rehabilitative properties that come on?

         16                 ASSISTANT COMMISSIONER GARDELLA:

         17  Well, I think we had other offerings of properties

         18  in Manhattan, including one later on on your agenda,

         19  it's called "the cornerstone," it's kind of like a

         20  rose by any other name, it's still the notion of

         21  getting City-owned property into private hands as a

         22  result of a competitive proposal where owner

         23  occupied housing gets built.

         24                 So, whatever we call it, the goal is

         25  to achieve moderate income housing proposal with
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          2  owner occupancy.

          3                 CHAIRPERSON BERMAN: Let us proceed.

          4                 COUNCIL MEMBER PERKINS: I would

          5  imagine that the difference, for instance, in

          6  cornerstone, and how you describe New Foundations,

          7  may be the size of the site.

          8                 ASSISTANT COMMISSIONER GARDELLA:

          9  Certainly the cornerstone --

         10                 COUNCIL MEMBER PERKINS: Because the

         11  infill sounds like, as if a vacant piece of property

         12  within a relatively developed strip, so-to-speak, or

         13  block.

         14                 CHAIRPERSON BERMAN: You're right,

         15  capable of multiple sites.

         16                 Mr. Michels.

         17                 COUNCIL MEMBER MICHELS: Yes. I notice

         18  some programs here, some of which I've heard of,

         19  some of which I don't, involved in this intro.

         20  Partnership for New Homes Program, New Foundations

         21  Program, Neighborhood Homes Program, cornerstone

         22  program. These are programs that are of recent

         23  vintage, some of them, is that correct?

         24                 ASSISTANT COMMISSIONER GARDELLA:

         25  Cornerstone is new, as well as New Foundations.
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          2                 COUNCIL MEMBER MICHELS: Yes. What I

          3  wanted to know, with respect to these programs, how

          4  do you advertise these programs in the community so

          5  people can take advantage of them? Or do people come

          6  to you and ask you, look, we want to do this, we

          7  want to do that, and you say, look, we have a

          8  program for you. Do you fit the program to you, to

          9  them, or do you find people who want these programs?

         10  What's the mechanics of people taking advantage of

         11  these programs?

         12                 ASSISTANT COMMISSIONER GARDELLA: The

         13  two programs you cited were both the subjects of

         14  request for proposals, they're publicly, when we do

         15  a request for proposal, it is publicly advertised in

         16  newspapers of general circulation, as well as in the

         17  City Record and that's the standard practice.

         18                 So, it's in the papers, it's publicly

         19  advertised. A date is given, a location to pick up

         20  the Request for Proposal is given.

         21                 COUNCIL MEMBER MICHELS: The people in

         22  the business who read those ads know about these

         23  programs, the developments.

         24                 ASSISTANT COMMISSIONER GARDELLA:

         25  Whoever reads it, knows about it.
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          2                 COUNCIL MEMBER MICHELS: Basically

          3  it's aimed to developers.

          4                 Now, what about if somebody comes in

          5  to you and says, look, I've got this piece, I want

          6  to build something, and you say, well, look, you've

          7  got all these different programs and we'll see what

          8  fits -- maybe a tailor-made program for you or

          9  something? I am talking about, it's already an

         10  existing program. Or do you try to devise the

         11  program for somebody who you think --

         12                 ASSISTANT COMMISSIONER GARDELLA:

         13  Well, Councilman, the common thread we're talking

         14  about here involved, whatever we call the program it

         15  involves City-owned property.

         16                 COUNCIL MEMBER MICHELS: Right. Also

         17  involves subsidies, too.

         18                 ASSISTANT COMMISSIONER GARDELLA:

         19  Someone is not going to come in and say I have this

         20  property because --

         21                 COUNCIL MEMBER MICHELS: No, what I'm

         22  talking about, I have this property in my district

         23  or I have this property down my street, I'm

         24  interested. People come to me and say I'd like to

         25  buy a piece of City-owned property, or a piece of
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          2  property that already has a building on it, and I

          3  refer them to HPD. And these are people who are not

          4  developers, people who are individuals, and they are

          5  entrepreneurs, they want to start something up, and

          6  they perhaps don't have the expertise to know what

          7  these ads mean and take advantage of these.

          8                 CHAIRPERSON BERMAN: Mr. Michels, is

          9  that a recommendation?

         10                 COUNCIL MEMBER MICHELS: No. I'm just

         11  trying to find out the mechanics of how this program

         12  works.

         13                 ASSISTANT COMMISSIONER GARDELLA:

         14  Councilman? Councilman, the thing about all of these

         15  programs is they involve the competition, the

         16  request for proposal is a competition.

         17                 What you seem to be suggesting --

         18                 COUNCIL MEMBER MICHELS: I'm not

         19  suggesting, I'm trying to find out --

         20                 ASSISTANT COMMISSIONER GARDELLA: No,

         21  what you seem to be suggesting is a negotiated sale

         22  to a single person without a competitive element and

         23  without the next door neighbor knowing about it, we

         24  don't do that. We don't do that.

         25                 COUNCIL MEMBER MICHELS: No, I'm not
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          2  suggesting you should do that, because I would say

          3  there is a building, and the City has owned it for

          4  years in my neighborhood, and someone says, look,

          5  I'm interested in that building, I say, well, go

          6  down to HPD, and you people have not seen this

          7  building or you have forgotten about it.

          8                 You would then say, well, look, this

          9  interests me, and maybe we ought to think about

         10  developing this building, sitting there vacant or

         11  whatever it is, and I would assume it's going to be

         12  competitive, you would issue an RFP with respect to

         13  that building.

         14                 ASSISTANT COMMISSIONER GARDELLA: We

         15  would try to figure out one of our programs that

         16  would work for that building, and we would offer

         17  that building in a competitive proposal, likely

         18  clustered with other buildings.

         19                 COUNCIL MEMBER MICHELS: See, what you

         20  have here is HPD-initiated programs, which I'm

         21  reading forth here. These are programs which you

         22  have initiated, you have advertised, and people come

         23  in and respond to your ads.

         24                 ASSISTANT COMMISSIONER GARDELLA:

         25  That's correct.
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          2                 COUNCIL MEMBER MICHELS: But what I'm

          3  talking about, is there situations where a citizen

          4  who is not a developer and would come in and say,

          5  look, I'm interested in purchasing this, so they can

          6  do something like that, and you can find out what

          7  kind of a program you would issue an RFP for.

          8                 ASSISTANT COMMISSIONER GARDELLA: We

          9  have programs that dispose of buildings to citizens.

         10  As you well know, Councilman, our Tenant Interim

         11  Lease Program, our Tenant Ownership Program, but

         12  individual negotiated dispositions of buildings we

         13  don't do.

         14                 COUNCIL MEMBER MICHELS: I'm not

         15  suggesting that at all. I didn't use the word

         16  negotiated. You would say this building interests

         17  me, this brownstone interests us, maybe we will

         18  group it with other buildings, however, we will

         19  discover -- how would you determine which program

         20  you would try to offer --

         21                 ASSISTANT COMMISSIONER GARDELLA: We

         22  would try to fit the building into our existing

         23  programs and offer it publicly.

         24                 COUNCIL MEMBER MICHELS: And you

         25  decide which one of these programs in that building
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          2  fit it?

          3                 ASSISTANT COMMISSIONER GARDELLA:

          4  That's right.

          5                 COUNCIL MEMBER MICHELS: Okay. That's

          6  all I want to know.

          7                 COUNCIL MEMBER PERKINS: Let me just

          8  ask, if I may, one quick question.

          9                 CHAIRPERSON BERMAN: Excuse me one

         10  moment.

         11                 May we just address, Mr. Michels, I

         12  assume you've concluded?

         13                 COUNCIL MEMBER MICHELS: I have.

         14                 CHAIRPERSON BERMAN: Okay, Ms.

         15  Pinkett. But before we take Ms. Pinkett's vote, Ms.

         16  Pinkett -- I mean, your comments, the Chair of the

         17  Land Use Committee seeks to get your vote on a Land

         18  Use item, including these UDAAPs, including the

         19  items now before us, they were voted on in Land Use.

         20                 COUNCIL MEMBER PINKETT: This came

         21  now, or you want to do it now?

         22                 CHAIRPERSON EISLAND: This was before

         23  you arrived, but counsel to the Land Use Committee

         24  has to leave to register this material, we need your

         25  vote on the Land Use Committee. Thank you.
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          2                 COUNCIL MEMBER PINKETT: Yes.

          3                 CHAIRPERSON EISLAND: Thank you.

          4                 CHAIRPERSON BERMAN: Okay, thank you.

          5                 Ms. Pinkett.

          6                 COUNCIL MEMBER PINKETT: Yes. Now, I

          7  have no problem with HPD being innovative and

          8  creative and using the power that the City has to

          9  come up with new programs, I think that's very

         10  important. I think that's very important, but I

         11  think the Committee, as Finance Committee, because

         12  we constantly speak to the public; for instance,

         13  we're going to be looking into the education budget

         14  after the fact and find out why there is such an

         15  overspending of dollars and why there is apparent

         16  misuse of funds. We ought to, when we have the

         17  opportunity, look at how dollars are spent, because

         18  that happens to be the function of Finance.

         19                 If something comes before this

         20  Committee, and we know nothing about this new

         21  program, how we can vote on something without

         22  adequate knowledge, I do not understand. Since no

         23  one knew of this program, it amazes me that we can

         24  vote on something intelligently without any

         25  knowledge of this program.
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          2                 CHAIRPERSON BERMAN: Which certainly

          3  begs the question, you just voted on this issue in

          4  Land Use, and you voted for it.

          5                 COUNCIL MEMBER PINKETT: I voted for a

          6  UDAAP, but I voted for issues that were my issues

          7  but not on that specific issue.

          8                 CHAIRPERSON BERMAN: You certainly

          9  did.

         10                 COUNCIL MEMBER PINKETT: Well, then,

         11  I'll change my vote.

         12                 CHAIRPERSON BERMAN: That's your

         13  prerogative.

         14                 COUNCIL MEMBER PINKETT: Excuse me,

         15  Mr. Chair. If you want to make this a matter of a

         16  personal vendetta between you and I, you may do so.

         17  I am talking in terms of our responsibility as a

         18  Finance Committee for the City of New York. If you

         19  feel that that is beyond your capability, say so.

         20  But I'm saying to you as the Chair of Finance

         21  Committee, you cannot go look at the Board of

         22  Education and not look at the Finance Committee.

         23                 CHAIRPERSON BERMAN: I want to thank

         24  you for the advice. I want to thank you for your

         25  advice. May we now proceed?
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          2                 COUNCIL MEMBER PINKETT: I would like

          3  to continue with my statement, because you

          4  interrupted me. And I would like to thank the Land

          5  Use Committee and I would like to reopen my vote, if

          6  I may.

          7                 CHAIRPERSON BERMAN: I couldn't

          8  possibly tell you. I am not the clerk to the Land

          9  Use Committee.

         10                 COUNCIL MEMBER EISLAND: The Counsel

         11  to the Committee, unfortunately, is absent, so we'll

         12  have to take that up with him, if it's not too late,

         13  if he hasn't registered the vote.

         14                 But I will ask you to get hold of the

         15  Counsel to the Committee, he's headed back for the

         16  Land Use offices, but that seems to be registered at

         17  this point.

         18                 COUNCIL MEMBER PINKETT: I certainly

         19  will not vote for something that I don't know about,

         20  and I don't know how you could do it either.

         21                 CHAIRPERSON BERMAN: Okay, but this is

         22  the Finance Committee. So, may we now go back to the

         23  Finance Committee.

         24                 COUNCIL MEMBER PINKETT: You did a

         25  little bit of a maneuver, sort of an advance to get
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          2  through something that you know nothing about,

          3  because you made a statement here publicly which you

          4  did that this was something that was known.

          5                 CHAIRPERSON BERMAN: Mrs. Pinkett, I

          6  did not intend to engage in debate. If you want to

          7  get back to the Finance, please do, otherwise we

          8  will go on beyond you.

          9                 Do you have any questions to ask of

         10  the people before you?

         11                 COUNCIL MEMBER PINKETT: The response

         12  was, if those are your figures, you're ahead of me

         13  in math, because you provided the figures. Now, all

         14  I asked for is the information, which I think the

         15  Committee is entitled to --

         16                 CHAIRPERSON BERMAN: I think you have

         17  already asked for it, and I think that HPD has

         18  already indicated they will provide it.

         19                 COUNCIL MEMBER PINKETT: HPD said they

         20  would provide it with the, I believe the RFP, a copy

         21  of the RFP.

         22                 Did you say you would provide us with

         23  the figures, as well?

         24                 ASSISTANT COMMISSIONER GARDELLA: Yes,

         25  I did.
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          2                 COUNCIL MEMBER PINKETT: Would you

          3  provide us also with the responses, though?

          4                 ASSISTANT COMMISSIONER GARDELLA: I

          5  can get you a summary of the responses. There is

          6  data in --

          7                 COUNCIL MEMBER PINKETT: I don't want

          8  the data --

          9                 ASSISTANT COMMISSIONER GARDELLA: In

         10  responding to an RFP there is financial data and

         11  other confidential information that I cannot provide

         12  you. I can provide you with a summary.

         13                 COUNCIL MEMBER PINKETT: Just the

         14  numbers of people, and the cost that's involved. And

         15  also, how the data was drawn, so that although it's

         16  drawn in one borough, that so many other boroughs

         17  did not know, and I'd like to have that information.

         18                 Now, on my Land Use item, I intend to

         19  withdraw my yes vote and make that a no vote on that

         20  particular item.

         21                 CHAIRPERSON BERMAN: That's certainly

         22  you prerogative.

         23                 May we now continue? Do you have any

         24  other questions?

         25                 COUNCIL MEMBER PINKETT: Excuse me. I
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          2  know my rights as --

          3                 CHAIRPERSON BERMAN: Ms. Pinkett, you

          4  are not going to keep this Committee in session in

          5  perpetuity. If you have any other questions on this

          6  issue, ask him, or I will cut you off. You are

          7  testing my patience and I do not intend to continue

          8  this.

          9                 Do you have any other questions to

         10  ask?

         11                 COUNCIL MEMBER PINKETT: Yes.

         12                 CHAIRPERSON BERMAN: Please ask them.

         13                 COUNCIL MEMBER PINKETT: My statement

         14  was not directed to you, any more than when you

         15  interrupted me --

         16                 CHAIRPERSON BERMAN: Ms. Pinkett, let

         17  us go on with this, and if you don't want to ask any

         18  more questions, we will continue.

         19                 COUNCIL MEMBER PINKETT: I do want to

         20  ask another question.

         21                 Mr. Chair, what will you do with

         22  providing us with information on this before the

         23  vote?

         24                 CHAIRPERSON BERMAN: Can you provide

         25  any of this information before the vote?

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

                                                            29

          1  COMMITTEE ON FINANCE

          2                 ASSISTANT COMMISSIONER GARDELLA: No,

          3  I don't have it with me.

          4                 CHAIRPERSON BERMAN: Then it's your

          5  prerogative to vote against it.

          6                 COUNCIL MEMBER PINKETT: How can you

          7  ask the Committee to vote for something without

          8  information?

          9                 CHAIRPERSON BERMAN: No, no. You ask

         10  the information --

         11                 COUNCIL MEMBER PINKETT: I asked you a

         12  question.

         13                 CHAIRPERSON BERMAN: And I'm answering

         14  the question.

         15                 COUNCIL MEMBER PINKETT: I asked you a

         16  question.

         17                 CHAIRPERSON BERMAN: All right, Ms.

         18  Pinkett, forget it.

         19                 COUNCIL MEMBER PINKETT: How can you

         20  request a vote on information that your Committee

         21  did not have?

         22                 CHAIRPERSON BERMAN: This is

         23  information you wanted. If the other Committee

         24  members want it, it's their prerogative to ask for

         25  it, and if they choose not to pay attention to it,
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          2  that's their business or not.

          3                 Ms. Pinkett, do you have any other

          4  questions?

          5                 COUNCIL MEMBER PINKETT: Thank you.

          6                 CHAIRPERSON BERMAN: Thank you very

          7  much. Let us go on.

          8                 Mr. Robles, you have a question?

          9                 COUNCIL MEMBER ROBLES: I'm a little

         10  confused here, and so let me try it another way.

         11                 Commissioner Gardella, you did say,

         12  when Council Member Perkins asked, the New

         13  Foundation Program and the Cornerstone Program, you

         14  did say they are new programs; is that what you

         15  said, sir?

         16                 ASSISTANT COMMISSIONER GARDELLA: Yes.

         17                 COUNCIL MEMBER ROBLES: Okay.

         18                 Normally speaking, when HPD creates a

         19  new program, maybe I think for many of us, around

         20  what's been going on, do you reach out to elected

         21  officials, not only those whose items are before us,

         22  but do you inform, not the public, I mean, I can't

         23  believe you just create a program and nobody knows

         24  about it.

         25                 Walk me through about when you
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          2  created these new programs. Who did you inform that

          3  now HPD has a new program in its portfolios of

          4  numerous programs?

          5                 ASSISTANT COMMISSIONER GARDELLA: I

          6  understand. That's a very fair question.

          7                 To the best of my knowledge, the

          8  Council people in whose districts these programs are

          9  operative, did receive both a letter from our

         10  Chairman and a copy of the RFP.

         11                 I know myself with the Cornerstone

         12  Program that the affected Council people got that

         13  because I also got the press release on both the

         14  program, the announcement of the program and who had

         15  won development opportunities on the program,

         16  because I, myself, faxed that to the effective

         17  Council people.

         18                 So, there is a process that goes on.

         19                 COUNCIL MEMBER ROBLES: But does your

         20  agency put out a press -- let me just make sure I

         21  follow the scenario. When your agency puts out a

         22  press release which announces whether in a

         23  particular location is a new program which could

         24  have impacts Citywide, these press releases, does

         25  every Council Member get them?
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          2                 ASSISTANT COMMISSIONER GARDELLA:

          3  Every affected Council Member gets them. In other

          4  words, if there was no vacant land in your district

          5  that were being offered as part of the New

          6  Foundations Program, you wouldn't receive it.

          7                 COUNCIL MEMBER ROBLES: But since you

          8  said the Bronx and Brooklyn, and I'm assuming that,

          9  and I don't see any here, I'm assuming you will come

         10  forward at a later date with similar locations,

         11  possibly in Brooklyn; is that correct?

         12                 ASSISTANT COMMISSIONER GARDELLA: In

         13  fact, this Council and this Finance Committee has

         14  already approved some Brooklyn locations previously,

         15  yes. Yes.

         16                 COUNCIL MEMBER ROBLES: And it was

         17  approved previously under this program?

         18                 ASSISTANT COMMISSIONER GARDELLA: Yes,

         19  sir.

         20                 COUNCIL MEMBER ROBLES: Okay.

         21                 And, so, even when you did announce

         22  in the Brooklyn, that press release, and those

         23  effective locations, and let me ask you another

         24  point --

         25                 ASSISTANT COMMISSIONER GARDELLA: What
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          2  role does the local community board play with these

          3  locations since it's land use?

          4                 ASSISTANT COMMISSIONER GARDELLA:

          5  Before we file all these Land Use applications with

          6  the Council, we file them at the community board.

          7  And the community boards have been overwhelmingly

          8  supportive of these owner occupied housing --

          9                 COUNCIL MEMBER ROBLES: In those

         10  community boards where these parks --

         11                 ASSISTANT COMMISSIONER GARDELLA: They

         12  receive --

         13                 COUNCIL MEMBER ROBLES: And what

         14  process do they go through before it gets here. I

         15  think that was what the question was, and if you

         16  answer those questions, this is the last resort. But

         17  there was other layers before it came here, so to

         18  say that John Doe the public didn't know, excuse me,

         19  then I have a problem with community boards that are

         20  supposed to represent the communities, and at least

         21  in my district, 1, 3, 4, what have you, so there was

         22  a process. And the local community board, and I'm

         23  assuming some kind of committee hearing and then the

         24  full community board, correct? Does the Borough

         25  Board take action on these too?
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          2                 ASSISTANT COMMISSIONER GARDELLA: No.

          3  The Borough Board would only take action if it

          4  involved two community boards, so these don't go to

          5  the Borough Boards.

          6                 The community boards, each community

          7  board, this is not ULURP, if it's ULURP they clearly

          8  hold a hearing and refer their recommendation to the

          9  Borough President and then on to the City Planning

         10  Commission. And these matters are under the UDAAP

         11  legislation. The boards have the freedom of holding

         12  a hearing, many hold hearings, a full community

         13  board hearing, others let their housing committee

         14  make a recommendation to the executive committee and

         15  then --

         16                 COUNCIL MEMBER ROBLES: But they do go

         17  on record?

         18                 ASSISTANT COMMISSIONER GARDELLA: They

         19  absolutely do.

         20                 COUNCIL MEMBER ROBLES: Okay.

         21                 Thank you, Mr. Chairman.

         22                 COUNCIL MEMBER PINKETT: Question. I

         23  have another question.

         24                 COUNCIL MEMBER WOOTEN: I just want to

         25  comment briefly because I just went through that,
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          2  and it's my understanding that the community board

          3  does hold hearings after they get the recommendation

          4  from the housing committee, and that also the

          5  Councilperson within that restriction writes a

          6  letter in support, and you had -- you know, I'm not

          7  clear on what you just said, that the Borough

          8  President, because I know I got correspondence from

          9  the Borough President --

         10                 CHAIRPERSON BERMAN: The Borough Board

         11  and the Borough President are involved if it's more

         12  than one community board involved. If it's just

         13  within --

         14                 COUNCIL MEMBER WOOTEN: I beg to

         15  differ. I beg to differ, Mr. Chair. Because it was

         16  just my district that was involved but I do remember

         17  receiving a letter from the Borough President.

         18                 CHAIRPERSON BERMAN: Okay.

         19                 COUNCIL MEMBER WOOTEN: Am I saying it

         20  right? Because I did go through the proper process.

         21                 ASSISTANT COMMISSIONER GARDELLA: I

         22  believe the community board in your district did

         23  exactly what you said they did. I was just pointing

         24  out that they are not required to hold a hearing,

         25  and sometimes they let the housing committee make
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          2  the recommendations. Some boards. Not Board 5,

          3  apparently.

          4                 COUNCIL MEMBER WOOTEN: That's not

          5  what I was told, that it had to have it. Not only

          6  did it have to have it, they had to bring the people

          7  before them for interviews and so forth.

          8                 ASSISTANT COMMISSIONER GARDELLA:

          9  Okay.

         10                 COUNCIL MEMBER WOOTEN: So, if you're

         11  having a process, you know, if it's not required,

         12  there's got to be some kind of consistency

         13  somewhere. You know, if it's not required of

         14  somebody else and then it's required -- because I

         15  received correspondence from the Borough President

         16  and from the Planning Board. While some people don't

         17  believe in developing, I do. I believe this is

         18  important at this time for my area, and that a

         19  Councilperson has an opportunity to voice his

         20  opinion on how they feel that they want work to move

         21  along in their area. So, I didn't take it to be a

         22  negative, Mr. Chair, process. But when it doesn't

         23  sit properly you turn around and say it's not

         24  required, then I need to know what is required and

         25  what is not required, because if you do that to me,
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          2  I'm not going to be pleased about it.

          3                 If you say, well, Priscilla, it

          4  wasn't required to get back to you. It is required

          5  to get back to me when it comes before us and we

          6  have to vote on it. And people have to understand

          7  that, you don't have "little Mikeys" any more, you

          8  know, a little rubber stamp jumping around the table

          9  saying, okay, you said it, we're going to do it.

         10  Because I know there are many, many, many positions

         11  that I have taken on Land Use issues, and I've taken

         12  the prerogative to look out for the entire area and

         13  not for individually, and that is why I have so many

         14  different kind of projects going in my Council

         15  district, because I look out for the community and

         16  not individual people.

         17                 If the process is not consistency,

         18  then we need to know about it, and I need to know

         19  about it.

         20                 Thank you, Mr. Chair.

         21                 CHAIRPERSON BERMAN: Thank you, Ms.

         22  Wooten.

         23                 Are there any other questions?

         24                 COUNCIL MEMBER PINKETT: Yes.

         25                 CHAIRPERSON BERMAN: Ms. Pinkett.
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          2                 COUNCIL MEMBER PINKETT: My question

          3  would be this: You say this program has been

          4  implemented in Brooklyn; would you also tell me

          5  where in Brooklyn this program has been implemented?

          6  I would also like to concur with the statements of

          7  both Council Member Wooten and with Council Member

          8  Robles.

          9                 I do not accuse, and let me make that

         10  very clear, HPD or suggest that HPD has no right to

         11  be creative. My question is how indeed you work with

         12  the Council, and how the Council represents the

         13  community or its constituency. I think all of us

         14  want to have creative housing in our community, but

         15  we also believe we know our communities well and we

         16  want to work with you and in a collaborative

         17  fashion.

         18                 I have not had a problem in terms of

         19  having development in my community, but I do know

         20  that moderate income is very, very important, and

         21  there is land in all communities, maybe not as much

         22  in some as in others. And, so, I'm concerned and

         23  interested when you find a program, and that I'm not

         24  aware of this program, and we do not have the

         25  opportunity to buy into these new programs.
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          2                 I'm not going to say you did not send

          3  a general letter or a news or press release, I don't

          4  know about that, but I say that at the point of

          5  implementation, all of the boroughs that are

          6  affected by legislation that provides finance,

          7  things that can affect housing in various parts of

          8  the borough, should know terms and conditions so

          9  that they may be knowledgeable in order to work more

         10  effectively with their communities. And all

         11  community boards do not work the same way, and they

         12  may not all be as knowledgeable as they should be.

         13                 Thank you.

         14                 CHAIRPERSON BERMAN: Mr. Perkins, I

         15  understand you have a brief, brief, brief question?

         16                 COUNCIL MEMBER PERKINS: Thank you

         17  very much for your indulgence, because I know it's

         18  been a little long-winded in terms of what you

         19  wanted to accomplish.

         20                 I just wanted to get something clear

         21  in terms of what my colleague was talking about with

         22  regard to those situations. There are about three or

         23  four situations that we're encountering, which

         24  instead of -- which they are City-owned properties

         25  and individuals, maybe they're entrepreneurs that
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          2  have a business in the City-owned building and

          3  sometimes it's a multiple dwelling occupied,

          4  sometimes it's a multiple dwelling unoccupied,

          5  sometimes it's a brownstone, whatever, that approach

          6  us for an opportunity to gain some kind of

          7  ownership. Sometimes it's even in terms of the TIL

          8  program; the commercials can't be a part of TIL,

          9  right?

         10                 ASSISTANT COMMISSIONER GARDELLA: I'm

         11  sorry?

         12                 COUNCIL MEMBER PERKINS: So, we're

         13  just wondering if there was any thought being given,

         14  not necessarily to something called the negotiated

         15  sale per se, because of the -- how do we respond to

         16  individuals that are interested in acquiring

         17  City-owned properties? Sometimes they are already a

         18  part of the property as an entrepreneur, sometimes

         19  they're not. And they're not developers.

         20                 ASSISTANT COMMISSIONER GARDELLA:

         21  Again, if they are tenants in a City-owned building,

         22  we have programs for that. Residential tenants, the

         23  Tenant Interim Lease Program, the TOP, the Tenant

         24  Ownership Program, is available to commercial, as

         25  well as residential, and if they are not, they would
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          2  have to compete in responding to a request for

          3  proposals to develop that or other --

          4                 COUNCIL MEMBER PERKINS: That was for

          5  commercial, as well as residential?

          6                 ASSISTANT COMMISSIONER GARDELLA: Yes,

          7  if you are in the building as a commercial tenant,

          8  you can be the purchaser.

          9                 Residential tenants get preference

         10  under the Tenant Ownership Program, but if they

         11  don't want to buy it and you're the commercial

         12  tenant, you can buy it.

         13                 We have sold a number of City-owned

         14  buildings to our ground floor commercial tenants,

         15  yes.

         16                 COUNCIL MEMBER PERKINS: I didn't know

         17  that. Thank you for telling me that, because that's

         18  the only one then that seems to apply --

         19                 ASSISTANT COMMISSIONER GARDELLA: It

         20  seems to fit best.

         21                 COUNCIL MEMBER PERKINS: -- To what we

         22  were looking at. I only that was for residential,

         23  for tenants that are residential in the building.

         24  Thank you.

         25                 CHAIRPERSON BERMAN: Thank you.
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          2                 Thank you, Mr. Perkins.

          3                 Jim, thank you.

          4                 We are interrupting for two very

          5  brief votes. First Land Use.

          6                 CHAIRPERSON EISLAND: If Mr. Cherry

          7  would take the vote of Ms. Wooten and Mr. Dear on

          8  the Land Use items.

          9                 COUNCIL MEMBER PINKETT: And I can

         10  change my vote.

         11                 COUNCIL CLERK CHERRY: Dear.

         12                 COUNCIL MEMBER DEAR: Yes.

         13                 COUNCIL CLERK: Wooten.

         14                 COUNCIL MEMBER WOOTEN: Yes.

         15                 COUNCIL MEMBER EISLAND: And Ms.

         16  Pinkett, did you want to modify something?

         17                 COUNCIL MEMBER PINKETT: I want to

         18  modify my vote, change my vote in terms of the item

         19  that refers to the foundation.

         20                 COUNCIL MEMBER EISLAND: It's a UDAAP,

         21  Claude, that we will have to give you the number of.

         22  1071, 1072. She had voted in the affirmative, she

         23  wants to change it to the negative.

         24                 Okay, and Council Member Dear needs

         25  to vote in his Subcommittee.
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          2                 Okay, is the roll change noted?

          3                 COUNCIL CLERK CHERRY: So noted.

          4                 COUNCIL MEMBER EISLAND: Thank you.

          5                 And I'd like to ask permission of the

          6  Chair to vote in Finance.

          7                 COUNCIL CLERK CHERRY: Eisland.

          8                 COUNCIL MEMBER EISLAND: Aye.

          9                 Thank you.

         10                 CHAIRPERSON BERMAN: We're now going

         11  to Transportation.

         12                 Mr. Dear, do you want to call the

         13  vote in your Committee?

         14                 COUNCIL MEMBER DEAR: Yes. I just want

         15  to open up Transportation to call a vote on the

         16  Call-Ups.

         17                 COUNCIL MEMBER ROBLES: Mr. Chairman

         18  --

         19                 CHAIRPERSON BERMAN: I told you, Mr.

         20  Robles, we were interrupting temporarily to have a

         21  vote called in Land Use and in Transportation, then

         22  we are getting back to Finance, which is going on

         23  interminably anyhow.

         24                 So, if you all bear with me and we

         25  stop all this cross conversation, then, you know, we
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          2  can continue. So, please abide it for one second.

          3                 If you leave the room, we can't vote.

          4                 Okay, now we don't have a quorum, we

          5  can't continue.

          6                 Okay, this Committee is in recess to

          7  another day.

          8                 Do you want to do your thing?

          9                 COUNCIL MEMBER MICHELS: Are we voting

         10  on this in the Finance Committee?

         11                 COUNCIL MEMBER DEAR: Will the

         12  Committee on Transportation come to order for a

         13  vote, quick vote, on a Land Use Call-Up, a base

         14  stations Call-Up. It's Resolution 1989 to be filed,

         15  that's all it is. And 1976 to be voted upon.

         16                 Roll call.

         17                 COUNCIL CLERK CHERRY: Dear.

         18                 COUNCIL MEMBER DEAR: Yes.

         19                 COUNCIL CLERK CHERRY: Eisland.

         20                 COUNCIL MEMBER EISLAND: Yes.

         21                 COUNCIL CLERK CHERRY: Rodriguez.

         22                 COUNCIL MEMBER RODRIGUEZ: Yes.

         23                 COUNCIL CLERK CHERRY: The vote stands

         24  at three in the affirmative, none in the negative,

         25  with no abstentions.

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

                                                            45

          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON BERMAN: All right, we

          3  still have a quorum for Finance, so if we can

          4  continue.

          5                 David, where are you?

          6                 MR. PECHEFSKY: Okay, we were on Land

          7  Use 1080, the Neighborhood Homes Program.

          8                 This one is in Council Member Reed's

          9  and Perkins district. It's 14 buildings, 55 units, a

         10  ten-year exemption, 154,000 for the first year,

         11  1,584,000 for the full ten years.

         12                 CHAIRPERSON BERMAN: Any questions?

         13                 Next.

         14                 MR. PECHEFSKY: Okay, the next one is

         15  Land Use 1103, Partnership New Homes in Council

         16  Member Lasher's district. These are 23 single-family

         17  homes, a 20-year exemption, 35,200 the first year,

         18  630,000 is the total exempt amount.

         19                 CHAIRPERSON BERMAN: Any questions?

         20                 Next.

         21                 MR. PECHEFSKY: The next one is the

         22  cornerstone program that was referred to earlier,

         23  it's Land Use 1105 in Council Member Perkins' --

         24  what's under consideration here is 40 three-family

         25  homes, a 20-year exemption, 102,000 the first year
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          2  and 820,000.

          3                 CHAIRPERSON BERMAN: Any questions?

          4  Next.

          5                 MR. PECHEFSKY: Finally, there is

          6  another New Foundations, Land Use 1130, in Council

          7  Member Espada's district. Eight three-family homes,

          8  a 20-year exemption, 23,000 the first year, 397,000

          9  the full exemption.

         10                 CHAIRPERSON BERMAN: Any questions?

         11                 Thank you.

         12                 MR. PECHEFSKY: Thank you.

         13                 CHAIRPERSON BERMAN: We can have a

         14  roll call now on the Land Use, UDAAP's item, and

         15  then we have a brief briefing from the Department of

         16  Finance that you are required to stay at.

         17                 Would you call the vote. Mr. Dear and

         18  Ms. Eisland have so far voted. It's Land Use 1045,

         19  1071, 1072, 1080, 1103, 1105, and 1130.

         20                 Roll call.

         21                 COUNCIL CLERK: Berman.

         22                 CHAIRPERSON BERMAN: Aye.

         23                 COUNCIL CLERK: Pinkett.

         24                 COUNCIL MEMBER PINKETT: Are you

         25  chairing?
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          2                 CHAIRPERSON BERMAN: Ms. Pinkett, how

          3  do you vote? If you can't vote, we will be glad to

          4  come back to you.

          5                 COUNCIL MEMBER PINKETT: (Not using

          6  the microphone.) I'm voting, thank you. Yes on 1071,

          7  1103 and 1105, no on all others.

          8                 CHAIRPERSON BERMAN: Please continue

          9  the roll call.

         10                 COUNCIL CLERK: Foster.

         11                 COUNCIL MEMBER FOSTER: Aye.

         12                 COUNCIL CLERK: Michels.

         13                 COUNCIL MEMBER MICHELS: Aye.

         14                 COUNCIL CLERK: O'Donovan.

         15                 COUNCIL MEMBER O'DONOVAN: Aye.

         16                 COUNCIL CLERK: Wooten.

         17                 COUNCIL MEMBER WOOTEN: Aye.

         18                 COUNCIL CLERK: Rodriguez.

         19                 COUNCIL MEMBER RODRIGUEZ: Aye.

         20                 COUNCIL CLERK: Koslowitz.

         21                 COUNCIL MEMBER KOSLOWITZ: Aye.

         22                 CHAIRPERSON BERMAN: Please announce

         23  it.

         24                 COUNCIL CLERK CHERRY: By a vote of

         25  ten in the affirmative, none in the negative, and no
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          2  abstentions, all coupled items are adopted, with the

          3  exception of LUs 1045, 1072, 1080, 1130, which have

          4  a vote of nine in the affirmative, one in the

          5  negative, and no abstentions.

          6                 CHAIRPERSON BERMAN: Okay, thank you.

          7  We will keep the roll call open for Mr. McCaffrey.

          8                 All right, now, is there someone here

          9  from the Department of Finance?

         10                 Hi. How are you doing? Would you

         11  please have a seat?

         12                 This is a first hearing on Intro.

         13  942, which is a proposal which would make numerous

         14  complex and technical amendments to the City's

         15  General Corporation Tax Law, all of which are

         16  intended to bring the City's law into conformity

         17  with changes made at the state level.

         18                 Excuse me a second, I can't hear.

         19  Please. If you want to talk, please go out.

         20                 I would like to call on the

         21  Department of Finance to explain the amendments.

         22                 MR. SCHUPERT: Good morning, Chairman

         23  Berman, and members of the Finance Committee. My

         24  name is Izzy Schupert, and I am here with Associate

         25  Commissioner Ellen Hoffman, who is the Department's
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          2  Director of Legal Affairs.

          3                 Thank you for the opportunity to

          4  address the Committee in support of Intro. 942,

          5  which conforms various technical provisions in the

          6  City's General Corporation Tax and the Bank Tax, to

          7  the New York State's Corporate Franchise Tax and

          8  Bank Tax.

          9                 The bill has the support of the tax

         10  section of the New York State Bar Association, and

         11  the Commissioner's Tax Advisory Committee.

         12                 This bill is revenue neutral. Two

         13  years ago the Department of Finance undertook a

         14  comprehensive comparison of the State and City

         15  business income taxes. The purpose of the comparison

         16  was to identify revenue neutral opportunities for

         17  bringing the City business taxes more into

         18  conformity with the comparable State Tax provisions.

         19                 The State and City business income

         20  taxes are very similar in structure, and that is to

         21  allow for the ease of administration for both

         22  taxpayers and the Department.

         23                 This bill further equate certain

         24  provisions of our respective tax laws.

         25                 The proposed changes will promote
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          2  better understanding for taxpayers. In addition, the

          3  bill will make it easier for taxpayers to comply

          4  with the State and City tax requirements by

          5  eliminating technical inconsistencies of which

          6  taxpayers may be unaware and could result in

          7  additional assessments, interest or penalties.

          8                 First, I'd like to address the

          9  proposed amendments to substantive provisions of the

         10  tax law. The bill repeals the so-called leverage

         11  buy-out provisions in the General Corporation Tax.

         12                 The State and City enacted these

         13  provisions in the late eighties in response to the

         14  growing number of highly leveraged mergers and

         15  acquisitions. These are so-called leverage buy-outs

         16  or junk bond era of the late eighties.

         17                 The purpose of these sections of the

         18  law was to offset the tax benefits available to

         19  holding companies, where a subsidiary was acquired

         20  in a leverage buy-out, usually in a junk bond deal.

         21                 These provisions are highly complex

         22  and have rarely, if ever, been used. And I might

         23  add, the junk bond era is over. There hasn't been

         24  any junk bonds in the last 12 years at least.

         25                 As a result, the State repealed the
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          2  leverage buy-out provisions in 1999. We are asking

          3  the Committee to remove the same provisions in the

          4  City General Corporation Tax.

          5                 CHAIRPERSON BERMAN: So, basically

          6  that would conform to the state law.

          7                 MR. SCHUPERT: Yes, state's change in

          8  1999.

          9                 CHAIRPERSON BERMAN: Go ahead.

         10                 MR. SCHUPERT: The bill also deals

         11  with the time limitations set in state and city law

         12  with respect to deadlines for filing refund claims

         13  and assessing additional taxes and what we call a

         14  very technical area lost carrybacks.

         15                 The term refers to provisions in the

         16  General Corporation Tax and bank tax that allow

         17  taxpayers to apply a loss in the current filing year

         18  to reduce tax liability of previous years.

         19                 In other words, somebody has a loss

         20  today, and they'd like to take advantage of this

         21  loss, they can carry it back to a prior year in

         22  which they had a profit and they could reduce the

         23  taxes in the prior year.

         24                 This can result in an overpayment of

         25  tax in a previous year, and entitle the taxpayer to
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          2  a refund of back taxes, it could also result in a

          3  deficiency of a prior year if we find the carryback

          4  to be inappropriate.

          5                 The State tax law in this area refers

          6  to the two types of carrybacks; one is a net loss

          7  from operations, the other is capital losses.

          8                 The City law only refers to net

          9  operating losses, not capital losses, we'd like to

         10  conform to the State and add to the language for

         11  capital losses in the City.

         12                 The other sections of the bill deal

         13  with administrative and procedural changes of the

         14  City tax law. These changes fall into four

         15  categories. The first relates to provisions dealing

         16  with who can sign a tax return. The state tax

         17  provision for signatures on returns is slightly

         18  different than the city's in that it specifies who

         19  must sign for an association or business trust.

         20                 Under this bill, the City would adopt

         21  the same language as to who can sign for such

         22  entities.

         23                 The bill would also extend the time

         24  in which combined groups must report federal and

         25  state adjustments in tax liability that flows
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          2  through to the City's tax return.

          3                 Now, a combined group is a

          4  corporation that files together with related

          5  companies. It's a parent company that files together

          6  with a subsidiary. Due to the added complexity in

          7  preparing combined returns, the state allows a

          8  combined group 120 days to report changes, 30 days

          9  longer than of the taxpayers. The City, bank tax and

         10  General Corporation tax, allow only 90 days for

         11  combined groups. Our law would be amended to give

         12  combined groups these large corporations the

         13  additional 30 days to file the adjusted City returns

         14  when they have changes that were made on a federal

         15  and on a state level.

         16                 This change would bring us into

         17  conformity with both the state and the federal

         18  government.

         19                 The third amendment would revise the

         20  calculation of the first installment of estimated

         21  tax payments to conform to the state method. Under

         22  the State and City GCT and bank tax, taxpayers are

         23  required to pay estimated taxes over four

         24  installments.

         25                 The first 25 percent installment is
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          2  based on the tax liability of the previous year. The

          3  State requirements a payment of 25 percent of the

          4  prior years after the application of credits,

          5  meaning a company that had liability last year can

          6  subtract the credits that it took and then apply 25

          7  percent to determine its first installment.

          8                 The City does not have that provision

          9  and the City would conform to the State's provision.

         10                 It should be noted that this is

         11  really a timing issue, because the total amount of

         12  estimated tax to be paid over the entire year is

         13  based on the tax after credits. Our law merely

         14  frontloads the payments. Adopting the state

         15  calculation for the first installment would leave

         16  the installments due, would level the installments

         17  due over the course of the year.

         18                 The last amendment deals with the

         19  duration of tax liens.

         20                 State and City liens are created

         21  automatically on the due date for a return.

         22                 State liens are generally effective

         23  for 20 years, or 10 years as to real property.

         24                 The Corporate Tax, the City Corporate

         25  Tax, has the same ten-year rule, automatic liens on
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          2  real property, but the automatic lien on personal

          3  property is perpetual.

          4                 Under this bill, the City would adopt

          5  the same 20-year limit for automatic liens on

          6  personal property. This change would not jeopardize

          7  any current personal property tax liens, since we

          8  have no such liens on record that are older than 20

          9  years.

         10                 All these amendments are intended to

         11  improve the Administration of the City's GCT and

         12  bank tax. The bill has no revenue  impacts since

         13  taxpayers often follow many of these state

         14  provisions that I just described when following City

         15  tax returns.

         16                 For these reasons, the Administration

         17  urges your favorable consideration of this bill.

         18                 CHAIRPERSON BERMAN: Thank you very

         19  much.

         20                 You know, there are a lot of people

         21  in the City Council who were certified in a variety

         22  of different ways, but the only Certified Public

         23  Accountant we have is Councilman Rodriguez, who does

         24  have a question.

         25                 Councilman.
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          2                 COUNCIL MEMBER RODRIGUEZ: You mention

          3  in your testimony that it's going to be revenue

          4  neutral.

          5                 MR. SCHUPERT: Yes.

          6                 COUNCIL MEMBER RODRIGUEZ: And I have

          7  a question. Part of, as I read the law, you said

          8  you're going to include capital loss carrybacks, in

          9  addition to operating loss carrybacks. That

         10  continues to be revenue neutral? Wouldn't, if a

         11  person has a capital loss carryback that today

         12  doesn't exist, wouldn't that not be revenue neutral?

         13                 MR. SCHUPERT: Yes. Do you want to

         14  answer this question?

         15                 ASSOCIATE COMMISSIONER HOFFMAN: Sure.

         16                 I'm Ellen Hoffman, of the Department

         17  of Finance, Office of Legal Affairs.

         18                 The current GCT does permit a capital

         19  loss carryback. The change in this bill would only

         20  govern the time period that the taxpayer has to file

         21  a refund claim relating to that loss carryback. It

         22  doesn't --

         23                 CHAIRPERSON BERMAN: It doesn't change

         24  the dollar value or monies --

         25                 COUNCIL MEMBER RODRIGUEZ: No, it just
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          2  changes the time period in which a person can claim

          3  it.

          4                 ASSOCIATE COMMISSIONER HOFFMAN:

          5  Right.

          6                 COUNCIL MEMBER RODRIGUEZ: And it

          7  changes it from what to what?

          8                 ASSOCIATE COMMISSIONER HOFFMAN: Well,

          9  right now the law will make it three years from the

         10  due date of the return for the year in which the

         11  loss arises.

         12                 CHAIRPERSON BERMAN: So, actually,

         13  you're cutting out a year from the time.

         14                 ASSOCIATE COMMISSIONER HOFFMAN: No,

         15  we're actually extending it, because for a

         16  carryback, the year to which you carry it is

         17  earlier.

         18                 CHAIRPERSON BERMAN: Oh, I see, right.

         19  So, you're giving them more time.

         20                 ASSOCIATE COMMISSIONER HOFFMAN: They

         21  are getting more time to file a refund claim.

         22                 COUNCIL MEMBER RODRIGUEZ: Okay, I got

         23  it.

         24                 Okay, thank you very much, Mr. Chair.

         25                 CHAIRPERSON BERMAN: Any other
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          2  questions?

          3                 Thank you so much. I appreciate your

          4  time.

          5                 All right, we are in adjournment.

          6  Thank you.

          7                 (Hearing concluded at 12:05 p.m.)
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          3

          4

          5     STATE OF NEW YORK   )

          6     COUNTY OF NEW YORK  )

          7

          8

          9                 I, CINDY MILLELOT, a Certified

         10  Shorthand Reporter and Notary Public in and for the

         11  State of New York, do hereby certify that the

         12  foregoing is a true and accurate transcript of the

         13  within proceeding.

         14                 I further certify that I am not

         15  related to any of the parties to this action by

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

         17  interested in the outcome of this matter.

         18                 IN WITNESS WHEREOF, I have hereunto

         19  set my hand this 28th day of June 2001.
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