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          1  COMMITTEE ON FINANCE

          2                 CHAIRPERSON BERMAN: I regret the

          3  delay, Commissioner. My apologies.

          4                 We have a number of items on the

          5  agenda today, the least of which is the report from

          6  the Department of Finance and we are pleased to be

          7  joined by Commissioner Eristoff and his staff.

          8                 Commissioner, would you identify

          9  yourself, please.

         10                 COMMISSIONER ERISTOFF: Good morning.

         11  I am Andrew S. Eristoff, Commissioner, Department of

         12  Finance.

         13                 CHAIRPERSON BERMAN: Would you

         14  identify the people with you?

         15                 COMMISSIONER ERISTOFF: To my right we

         16  have Deputy Commissioner Peter Lempkin, of our

         17  Division for Taxpayer Assistance, Planning and

         18  Payment Operations. To my left is Jessie Ostraub,

         19  who is our Chief Budget Officer.

         20                 CHAIRPERSON BERMAN: Good morning,

         21  gentlemen. Commissioner, it's your floor, it's your

         22  agenda. First of all, welcome back.

         23                 COMMISSIONER ERISTOFF: Thank you.

         24                 CHAIRPERSON BERMAN: It's a delight

         25  seeing you, and I trust your family and everybody is
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          2  well?

          3                 COMMISSIONER ERISTOFF: Thank you,

          4  sir.

          5                 CHAIRPERSON BERMAN: Commissioner, do

          6  you want to start?

          7                 COMMISSIONER ERISTOFF: Okay. Good

          8  morning, Mr. Chairman, members of the Finance

          9  Committee, thank you for inviting me to appear today

         10  on behalf of the Department of Finance as you

         11  undertake your review of the Mayor's Fiscal 2002

         12  Preliminary Budget and the Fiscal 2002 Preliminary

         13  Management Report.

         14                 I would like to take a moment at the

         15  outset to update you on some important recent

         16  developments at the Department of Finance.

         17                 I will then turn my attention to the

         18  matters you specifically requested that I address in

         19  your invitation to me to appear today before you.

         20                 First, Mr. Chairman, I am pleased to

         21  report that the Department opened the new Manhattan

         22  Consolidated Business Center on February 12th. The

         23  new center, located at 66 John Street, is the third

         24  of five planned borough business centers. Like its

         25  predecessors in Queens and Staten Island, the new
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          2  Manhattan Center offers one-stop shopping for

          3  taxpayers and citizens who need to conduct business

          4  with the City along a variety of lines.

          5                 Under one roof, citizens can, for

          6  example, pay property tax bill or any of several

          7  types of fines or file a deed. One can also get an

          8  administrative hearing on a health violation, an

          9  Environmental Control Board violation or a license

         10  or parking violation.

         11                 These business centers are a

         12  cornerstone of the Mayor's commitment to making

         13  doing business with the City more convenient and

         14  business-like for all citizens.

         15                 We are proud of the progress they

         16  represent, and I would like to invite any members of

         17  the Council that have not yet had an opportunity to

         18  visit one of our business centers to tour these

         19  facilities at your convenience. I will be happy to

         20  make all the necessary arrangements.

         21                 I also want to highlight a

         22  multi-faceted initiative we have undertaken called

         23  the Virtual Agency Project. In essence, the goal of

         24  this project is to systematically deploy existing or

         25  readily accessible technologies to improve the way

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

                                                            6

          1  COMMITTEE ON FINANCE

          2  individuals and businesses interact with the

          3  Department of Finance.

          4                 About six months ago, we began the

          5  project by taking an inventory of every point of

          6  public interaction. We found that finance has

          7  hundreds of interactions with the public and other

          8  agencies that reply through a broad range of

          9  communications modes, from in-person visits, mail

         10  and telephone to faxes, e-mail, EBI and fully

         11  interactive and automated web transactions.

         12                 We then identified electronic

         13  alternatives to as many of these interactions as

         14  possible, with the goal of moving each and every

         15  transaction further along the continuum toward

         16  automated web transactions.

         17                 This process, which is still

         18  proceeding, identified about 130 short-term

         19  initiatives. We have already implemented over 40

         20  percent of these, in most cases using existing

         21  technologies already in widespread use, completed

         22  initiatives on the lower end of the technology

         23  continuum, including holding parking ticket appeals

         24  by telephone, we call this Appeals by Phone,

         25  receiving various refunds and other applications by
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          2  fax, and distributing tax policy and other reports

          3  via e-mail instead of mail.

          4                 On the higher technology end,

          5  completed initiatives include publishing various

          6  interactive database files on the web, creating an

          7  on-line Manhattan parking tax exemption renewal

          8  form, and receiving parking ticket hearing requests,

          9  or hearings by mail, SCRIE and property tax refund

         10  applications, and co-op condo abatement inquiries

         11  via the Internet.

         12                 We continue to make steady progress.

         13  For instance, our undeliverable refunds inquiry

         14  application launched just yesterday, enables

         15  taxpayers to determine if there is an income or

         16  excise tax refund due to them that was unabled to be

         17  delivered by the US Post Office.

         18                 Taxpayers are now able to file

         19  on-line to correct their address information,

         20  enabling DOS staff to update our records and issue a

         21  new refund check to the correct address.

         22                 To date, we have identified almost

         23  1,800 undeliverable refunds retroactive to January

         24  1998, with a value of more than 4 million that would

         25  be accessible through this application. The site

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

                                                            8

          1  COMMITTEE ON FINANCE

          2  will be updated monthly.

          3                 The virtual agency project is more

          4  process than project. As such, it compliments

          5  finances ongoing information technology initiatives,

          6  which are using new technologies to make finance a

          7  leader in realizing Mayor Giuliani's goal of a

          8  digital municipal government, a virtual agency, if

          9  you will, that is open and accessible to citizens on

         10  a 24/7 basis.

         11                 For instance, Finance's NYCeFile

         12  Program launched on February 13, with the help of

         13  Fleet Boston Financial Services, enables businesses

         14  to file their general corporation tax, banking

         15  corporation tax, and unincorporated business tax,

         16  estimated tax returns and applications for automated

         17  extensions, and make associated payments on line.

         18                 The launch of NYCeFile places New

         19  York City squarely at the vanguard among major

         20  jurisdictions offering web-based filing for business

         21  taxes.

         22                 Finance's Internet Property Tax

         23  Inquiry Application, launched as part of the ongoing

         24  NYCServ project on January 11th, enables taxpayers

         25  to access live data regarding property tax payments
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          2  or credit due, last payment received, the amount

          3  need to bring installment agreements up to date, and

          4  interest forecast through a specified date.

          5                 A particularly helpful feature allows

          6  property owners to look up the Borough block and lot

          7  number associated with their address. This

          8  application represents an important technical

          9  breakthrough, in that it marks the first time that

         10  we have been able to deliver real time data from a

         11  City legacy system, in this case Fairtax, over the

         12  Internet.

         13                 Finance's Summons and Tow Inquiry

         14  Application, launched last November and also part of

         15  NYCServ, is a seamless inquiry and payment system

         16  that allows motorists to search for parking

         17  summonses, select those that they want to pay and

         18  pay by credit card easily and quickly.

         19                 Business on this site has been brisk.

         20  During the period November 2, 2000 through February

         21  27, 2001, there were over 220 summons tracking and

         22  accounts receivable system inquiries and more than

         23  10,000 motorists have accessed the web site to help

         24  locate their towed vehicle.

         25                 In February, over 400 payments per
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          2  day on average were processed on line.

          3                 Mr. Chairman, I will not turn

          4  reluctantly away from technology to address your

          5  specific questions.

          6                 First, you asked about the

          7  Department's proposal to collect delinquent rent

          8  stabilization fees. As you are aware, the New York

          9  State Division of Housing and Community Renewal,

         10  DHCR, administers the New York City Rent

         11  Stabilization Law. Under this arrangement, the City

         12  is required to pay the costs of administration but

         13  can recoup some of the cost by assessing property

         14  owners or landlords an annual fee of no more than

         15  $10 per rent stabilized apartment.

         16                 In August 2000, the State increased

         17  the City's annual assessment from 8 million to 32

         18  million, of which the City expects to recoup only

         19  about 8 million.

         20                 In 1990, the Department sent

         21  consolidated bills for delinquent fees retroactive

         22  to 1984, but this effort was largely unsuccessful

         23  because at that time the fee was not lienable.

         24  Finance has continued to bill owners for each year's

         25  annual fee, upon receiving the necessary DHCR
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          2  record, and Finance collects approximately 6 million

          3  annually. But additional efforts to collect on

          4  delinquencies have not been as effective as we have

          5  had no legal enforcement mechanism to collect the

          6  debt.

          7                 Chapter 116 of the laws of 1997

          8  rendered these fees, including retroactive fees and

          9  interest lienable. In February, the Department

         10  completed the programming work necessary to reflect

         11  these fees as liens.

         12                 Accordingly, Finance is now able to

         13  enforce the payment of the fee through in rem

         14  foreclosure or the sale of an associated tax lien

         15  after meeting notice requirements.

         16                 The principal and interest on

         17  delinquent rent stabilization fees since 1984 is $65

         18  million. Since these delinquent charges would not

         19  have shown up on a title search, we made a policy

         20  decision to hold harmless innocent purchasers who

         21  could not have known about these outstanding fees at

         22  the time they purchased their property.

         23                 Accordingly, the Department is

         24  billing delinquent current owners from the date they

         25  acquired the property through the current year.
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          2                 We estimate collections totalling 25

          3  million of principal and interest from this billing.

          4  15 million in Fiscal '01 to current fiscal year, and

          5  10 million in Fiscal '02.

          6                 Second, you asked about Finance's

          7  role in the Red Light Camera Program.

          8                 As you know, the Red Light Camera

          9  Program has been run jointly by the Departments of

         10  Transportation and Finance since its inception in

         11  1993. DOT is responsible for operating and

         12  maintaining the system of cameras positioned through

         13  the five boroughs.

         14                 Finance is responsible for all of the

         15  back-end customer service functions, including

         16  processing payments, conducting hearings and

         17  initiating collection activity when warranted.

         18                 The program is scheduled to expand

         19  from the current complement of 30 cameras to 50

         20  cameras in May, with the addition of 20 new advanced

         21  digital imaging cameras.

         22                 The revenues associated with the

         23  program are expected to increase commensurately.

         24  Additional funding provided to the Department in the

         25  January Plan is intended to cover the anticipated
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          2  costs associated with processing and adjudicating

          3  the higher volume of summonses resulting from these

          4  additional cameras.

          5                 Third, you inquired about planning,

          6  planned upcoming tax lien sales. The Spring 2001

          7  sale will commence on March 27. The last date to

          8  make a payment to prevent a lien from being sold

          9  will be March 31.

         10                 Also, it is very likely there will be

         11  a subsequent lien sale during the summer in relation

         12  to properties with current delinquencies which have

         13  had liens sold in earlier sales.

         14                 We will, of course, do all the

         15  requisite noticing for the sale, and we will staff

         16  our ombudsman's unit to deal with any inquiries.

         17                 In addition, we are preparing our

         18  taxpayer assistance staff to provide outreach and

         19  information seminars for elected officials and

         20  community boards.

         21                 We expect to have information on the

         22  number of parcels to be included in the March sale

         23  and the value of the opening portfolio shortly. We

         24  will keep the Finance Committee members informed.

         25                 Fourth, you inquired about the
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          2  Department's plans to increase audit collections by

          3  $50 million. We are now in the final stages of

          4  testing phase 1 of a multi-phased computer software

          5  and hardware enhancement project called the

          6  Professional Audit Support System, or PASS.

          7                 We expect PASS will increase the

          8  number of productive desk and field audits completed

          9  by our tax auditors by more accurately flagging

         10  underreporters and non-filers.

         11                 The PASS system will also enable us

         12  to improve the management of audit cases, and

         13  utilize, computerize casework papers from

         14  correspondents.

         15                 Phase I, which will be operational in

         16  Fiscal Year 2002, will provide computer modeling

         17  capability that DOF will use to select the audits

         18  likely to be the most productive. We are in the

         19  process of hiring and training additional auditors

         20  to handle the expected increase workload.

         21                 The additional staff and increase in

         22  audit cases will generate the additional $50

         23  million.

         24                 Finally, let me anticipate your

         25  questions concerning the proposal that would enable
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          2  the City to recover the administrative costs of

          3  supporting the Business Improvement Districts.

          4                 Since the BIDs were created, the

          5  taxpayers at large have borne the cost of providing

          6  them with administrative services. At present, the

          7  administrative duties which cost about $1 million

          8  annually fall about equally on the Department of

          9  Finance and the Department of Business Services.

         10                 These functions include inter alia,

         11  computing assessments, printing and mailing annual

         12  bills and periodic delinquency notices, processing

         13  payments, issuing bid checks, maintaining district

         14  databases, performing financial adjustments,

         15  preparing various monthly reports and providing

         16  research and correspondence support.

         17                 Several options are being discussed

         18  to set fees, including options that treat the BIDs

         19  with the lowest assessments most favorably.

         20                 Mr. Chairman, that concludes my

         21  prepared remarks. At this point, I would be happy to

         22  respond to your questions.

         23                 CHAIRPERSON BERMAN: Thank you, Mr.

         24  Eristoff.

         25                 Thank you for that very comprehensive
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          2  report.

          3                 I would like to relate to the Star

          4  Program, if I may, for a few moments. As a matter in

          5  fact, I'm submitting a resolution today calling upon

          6  the Governor and the State to change the benefits

          7  derived from the Co-Star program and the Star

          8  program so as to be more fair and equitable to the

          9  City of New York.

         10                 My recollection is that it's $60 if

         11  you file as a credit. We will start with first a

         12  presumption that they made a special provision for

         13  New York City, because in New York City not

         14  everybody is property owners and there are more

         15  renters. Then with the Star Program and the Co-Star

         16  Program they allocated a $60 PIT credit to a person

         17  who files as a single individual and $120 credit if

         18  they file as a married couple. But that's patently

         19  unfair because something like 60 to 70 percent of

         20  the people seniors who file, file as single

         21  individuals. So, New York City is getting

         22  shortchanged because there is no such similar

         23  requirement for people who own property, as they do

         24  in greater numbers, outside the City of New York.

         25                 COMMISSIONER ERISTOFF: Right.
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          2                 CHAIRPERSON BERMAN: Is it the

          3  position of the Administration and you that you

          4  agree with the purpose of this resolution, and can

          5  you in effect use your good offices to try and

          6  rectify this discrepancy?

          7                 COMMISSIONER ERISTOFF: Yes and yes.

          8  We have done analysis of the Star Program, and the

          9  Co-Star Program, and as you know, the current

         10  formula for Star shortchanges the City to the tune

         11  of I believe -- do you mind if I doublecheck before

         12  I say?

         13                 CHAIRPERSON BERMAN: No. As a matter

         14  of fact, I prefer that you would.

         15                 COMMISSIONER ERISTOFF: $400 million

         16  we believe we are shortchanged. And on the Co-Star

         17  Program we have done a sort of back of the envelope

         18  analysis how it would impact us.

         19                 There was a threshold question, Mr.

         20  Chairman. First, let me complement you on zeroing in

         21  on this issue, it's an enormously important issue

         22  that hasn't gotten a lot of attention.

         23                 CHAIRPERSON BERMAN: Well, it

         24  parallels in dollars the amount of money we are

         25  getting screwed by the state on as it applies to
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          2  education.

          3                 COMMISSIONER ERISTOFF: Or you could

          4  look at the property tax equity situation --

          5                 CHAIRPERSON BERMAN: Clearly, yes.

          6                 COMMISSIONER ERISTOFF: And come up

          7  with a similar linkage.

          8                 CHAIRPERSON BERMAN: Yes.

          9                 COMMISSIONER ERISTOFF: The question

         10  was presented to me, there is a threshold question

         11  which is, does the Co-Star formula simply repeat the

         12  existing inequity in the formula or just at a larger

         13  level or scale? Or does it in fact make the overall

         14  formula a little worse against the City? And our

         15  preliminary conclusion was that in fact it does make

         16  the overall formula a little worse even. So, it not

         17  only increases the level, the actual dollars of

         18  inequity, but it would make the situation from a

         19  percentage-basis a little worse, because of the

         20  issue that you mentioned concerning dual filers,

         21  married filers, and the PIT credit, as opposed to

         22  the abatement benefit.

         23                 We would be interested in reviewing

         24  your resolution.

         25                 CHAIRPERSON BERMAN: Sure, that would
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          2  be great.

          3                 COMMISSIONER ERISTOFF: We have

          4  obviously made our views known on this within the

          5  Administration, and I'm sure we're all on the same

          6  page on this.

          7                 CHAIRPERSON BERMAN: Well, I'm

          8  delighted to hear that. As a matter of fact, we had

          9  a press conference a couple of weeks back on this

         10  issue, and we opened all the windows, screamed, and

         11  nobody paid attention, and, yet, this is an enormous

         12  loss of money, and it seems to me that this is just

         13  another example of how the State consistently and

         14  continuously victimizes the City of New York, and

         15  this is perhaps more subtle than the inequity and

         16  educational funding, but it's really no different.

         17  It really is no different.

         18                 COMMISSIONER ERISTOFF: Well, it's

         19  sufficiently complex so that it doesn't necessarily

         20  garner the same level of attention as some of the

         21  other --

         22                 CHAIRPERSON BERMAN: Commissioner, if

         23  I can understand it, they can understand it also.

         24                 COMMISSIONER ERISTOFF: Well, you're

         25  an exceptional public servant.
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          2                 CHAIRPERSON BERMAN: Thank you very

          3  much, I appreciate that.

          4                 Now, also on the Star Program, there

          5  are according to our statistical information, there

          6  are 400,000 households receiving the Star property

          7  tax abatement for Fiscal 2001, yet there are more

          8  than 600,000 households that may qualify.

          9                 Is there anything that your agency

         10  can do to help get the rest of the people who are

         11  eligible to come in and qualify?

         12                 COMMISSIONER ERISTOFF: Okay. As I

         13  think I may have testified previously, we do regular

         14  mailings to every available mailing list to try to

         15  get people to come forward.

         16                 We also maintain, of course, relevant

         17  applications and forms on our web site, and we try

         18  to make it as easy as possible for people to apply.

         19                 If you'd like, I'd like to invite my

         20  Deputy Commissioner for Property to come forward and

         21  explain the greater detail of the kinds of marketing

         22  activities that we are undertaking.

         23                 CHAIRPERSON BERMAN: Sure.

         24                 COMMISSIONER ERISTOFF: This is Deputy

         25  Commissioner Glen Borin from our Property Division.
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          2                 CHAIRPERSON BERMAN: Commissioner,

          3  good morning.

          4                 DEPUTY COMMISSIONER BORIN: Good

          5  morning.

          6                 First let me answer the question

          7  about what we're doing to make the program known.

          8                 The most significant thing we do is

          9  we send every property owner a notice every year and

         10  we've put a lot of effort, the Commissioner and I

         11  have personally done editing on what we send out to

         12  make it simple, easy to understand and emphasize

         13  right up front the availability of these programs

         14  and how easy it is to apply for them.

         15                 Another thing that we have done is to

         16  start regularly mailing an application form and a

         17  little cover letter from the Commissioner explaining

         18  the availability of the Star and other personal

         19  exemption programs to people who buy a new house or

         20  a new apartment in the City.

         21                 CHAIRPERSON BERMAN: You mean upon the

         22  filing of a deed?

         23                 DEPUTY COMMISSIONER BORIN: When we

         24  get the notice the deed has come in we are sending

         25  them a letter advising them that they should apply
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          2  if they are eligible. You know, we have made the

          3  letter very simple, as far as Star goes, if you --

          4  you know, if one of the owners of this house lives

          5  in the house, you are eligible. So, you know, you

          6  might as well apply.

          7                 There is a number of other ways that

          8  we market it through our borough offices, our

          9  assessment offices, people walk in there and they

         10  get information on it. We have the telephone

         11  information center where people calling with

         12  questions can get forms mailed to them, they can

         13  download the forms from the web or request an e-mail

         14  or request that we mail them the form, preprinted

         15  with all the information we already have on file,

         16  and they just sign it and send it back to us.

         17                 So, it is made as easy as possible,

         18  try to get the word out in a number of ways.

         19                 I can give you one comment perhaps on

         20  the statistics of what the participation rate is and

         21  point out that as far as Star participation, there

         22  are, first of all, a number of buildings that have a

         23  lot of co-op or condo apartments that have such deep

         24  exemptions that they don't, you know, they can't get

         25  some of these benefits yet, until the exemptions
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          2  expire.

          3                 CHAIRPERSON BERMAN: Well, is the

          4  $600,000 figure an accurate figure?

          5                 DEPUTY COMMISSIONER BORIN: It's

          6  accurate in terms of an overall potential, but

          7  within that, we believe --

          8                 CHAIRPERSON BERMAN: Based on

          9  diminution --

         10                 DEPUTY COMMISSIONER BORIN: Based on

         11  exemptions and some statistics we have gotten from

         12  HPD, that there is a substantial number of

         13  properties that are not owner occupied, which

         14  wouldn't qualify within that 600,000 number. So, we

         15  think our actual participation percentage is quite a

         16  bit higher than that raw comparison would indicate.

         17                 CHAIRPERSON BERMAN: Commissioner, is

         18  there still a significant number of potential

         19  recipients out there?

         20                 DEPUTY COMMISSIONER BORIN: Yes, I am

         21  not trying to say there aren't. There are definitely

         22  people that have not taken --

         23                 CHAIRPERSON BERMAN: Significant

         24  numbers?

         25                 DEPUTY COMMISSIONER BORIN: One of the
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          2  other things we've done is on an individualized

          3  basis we have sent groups out to large co-ops, like

          4  Elect Chester, for example, and some of the other

          5  major housing complexes that had the Mitchell-Lamas

          6  --

          7                 CHAIRPERSON BERMAN: Good, that's

          8  great.

          9                 DEPUTY COMMISSIONER BORIN: -- That

         10  had total exemptions, and helped them get their

         11  paperwork in order so they could do a blanket

         12  application to us, so that people who then qualified

         13  within the building can take advantage of the

         14  program.

         15                 CHAIRPERSON BERMAN: Have you

         16  considered the possibility of asking the various

         17  utilities to participate in a notice program?

         18                 DEPUTY COMMISSIONER BORIN: That's

         19  something that we have not done yet. It's something

         20  we could --

         21                 COMMISSIONER ERISTOFF: Yes, my

         22  off-the-cuff response is that that's a good idea. We

         23  would have to be careful to work with them to make

         24  sure that we weren't mailing to people who are not

         25  eligible.
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          2                 CHAIRPERSON BERMAN: I understand

          3  that.

          4                 COMMISSIONER ERISTOFF: Otherwise we

          5  would generate an overwhelming paper flood of

          6  applications from folks who for one reason or

          7  another may not qualify.

          8                 So, we really have tried to make this

          9  a focus. I certainly authorized extra letters and

         10  expenditures to try to reach out to these

         11  populations. We take it seriously. I am not being

         12  dismissive --

         13                 CHAIRPERSON BERMAN: Apparently you

         14  do. Apparently you do, and I'm delighted to hear

         15  that.

         16                 COMMISSIONER ERISTOFF: But I do share

         17  your sense of frustration, because this is a program

         18  to which people are entitled.

         19                 CHAIRPERSON BERMAN: How about citizen

         20  programs, do you send people out --

         21                 COMMISSIONER ERISTOFF: We send to

         22  community groups, right?

         23                 DEPUTY COMMISSIONER BORIN: One of the

         24  things we have done with the senior citizen

         25  population is, in cooperation with the Department of
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          2  Aging, they have a program called UNI-Form, I'm not

          3  exactly sure what the acronym stands for, but they

          4  have a process where a senior could come into one of

          5  the centers or access them off-line and make, fill

          6  out a similar form, with the help of one of the

          7  staff there that describes their situation, and then

          8  all of the City benefits, including our exemption

          9  applications, will be sent to them, and that's one

         10  of the ways we're --

         11                 CHAIRPERSON BERMAN: Well, I

         12  appreciate your sensitivity on the issue, and I'm

         13  delighted to hear that you're doing what you can.

         14                 I think we have to try to enhance all

         15  our efforts, and perhaps if every member of the

         16  Council included a segment in our next newsletter to

         17  our constituents, it would likewise be helpful.

         18                 COMMISSIONER ERISTOFF: Yes, that

         19  would be very helpful, and if we could actually

         20  coordinate any item that would be included --

         21                 CHAIRPERSON BERMAN: Yes, you would

         22  have to.

         23                 COMMISSIONER ERISTOFF: Well, see, we

         24  would like to give you a special number that might

         25  be helpful.
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          2                 See, one of the critical things from

          3  a processing point of view, and I think this is not,

          4  frankly, the more interesting side of this, but we

          5  deal with tens of thousands of applications,

          6  obviously, and it's very important to us that the

          7  applications that come back to us are populated with

          8  certain data.

          9                 CHAIRPERSON BERMAN: Sure.

         10                 COMMISSIONER ERISTOFF: Otherwise they

         11  could be inaccurate.

         12                 CHAIRPERSON BERMAN: Right.

         13                 COMMISSIONER ERISTOFF: So, it's much

         14  easier, if somebody contacts us, says they need an

         15  application, then we send them an application, which

         16  is prepopulated with the data that we need to make

         17  sure that the application is processed.

         18                 CHAIRPERSON BERMAN: Commissioner, if

         19  you set forth a couple of paragraphs, I will see

         20  that every member of the Council gets it in time for

         21  their next newsletter and perhaps we can include it.

         22                 COMMISSIONER ERISTOFF: That's fine.

         23  Deputy Commissioner Borin will be happy to do that.

         24                 CHAIRPERSON BERMAN: That would be

         25  great.
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          2                 COMMISSIONER ERISTOFF: Okay.

          3                 CHAIRPERSON BERMAN: Councilman

          4  Spigner.

          5                 COUNCIL MEMBER SPIGNER: Thank you,

          6  Mr. Chairman. You raise a very important issue of

          7  the Star Program, and when you bring statistics of

          8  600,000 only 4,000, that's one out of every three

          9  New Yorkers who are entitled to this money is not

         10  receiving it.

         11                 Now, I don't know what kind of

         12  outreach you do, I just don't know.

         13                 Do you send it with the tax bill?

         14                 COMMISSIONER ERISTOFF: Yes.

         15                 COUNCIL MEMBER SPIGNER: When you sent

         16  out this year's tax bill, there was Star information

         17  in that letter?

         18                 COMMISSIONER ERISTOFF: Yes. When we

         19  sent out the tax bill, we also -- there's a pamphlet

         20  that we call the Flack Notice, it's a sheet that

         21  explains your bill, and then that sheet contains

         22  information about Star and other exemption programs.

         23                 But as the Deputy Commissioner

         24  pointed out, it's pretty clear. We have redrafted it

         25  recently to make sure that it's accessible to the
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          2  widest possible audience.

          3                 COUNCIL MEMBER SPIGNER: Now, on the

          4  tax information. The only time you see the tax, the

          5  only letter that I received from you is what the

          6  assessed valuation is.

          7                 COMMISSIONER ERISTOFF: Right. That's

          8  what we're talking about.

          9                 The tax bill --

         10                 COUNCIL MEMBER SPIGNER: Now, I don't

         11  recall, I just looked at that letter --

         12                 COMMISSIONER ERISTOFF: It's a notice

         13  of assessment, and then there is an insert with that

         14  notice of assessment, we call it a flack notice, but

         15  it's an insert, it's an explanatory mini pamphlet,

         16  if you will, that goes through this.

         17                 The tax bill --

         18                 COUNCIL MEMBER SPIGNER: Here I was so

         19  disturbed by the increase.

         20                 COMMISSIONER ERISTOFF: We could talk

         21  about that, too, if you would like.

         22                 The tax bill in many cases does not

         23  go to the home owner, because it will go to a

         24  mortgage service company --

         25                 COUNCIL MEMBER SPIGNER: I'm talking
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          2  personal. I looked in the letter, I don't remember

          3  seeing that information.

          4                 COMMISSIONER ERISTOFF: It's there.

          5                 COUNCIL MEMBER SPIGNER: All right.

          6  Assuming it was there, for the purpose of that

          7  200,000, and probably many of them live in my

          8  district, I live in a district of home owners, and

          9  many of whom mortgages are paid, and they get a bill

         10  directly, so what are the due dates to apply for

         11  this?

         12                 I know there is a March 15th date.

         13                 COMMISSIONER ERISTOFF: March 15th,

         14  right.

         15                 COUNCIL MEMBER SPIGNER: So, you

         16  better do something between now and -- and what's

         17  today the 14th?

         18                 COMMISSIONER ERISTOFF: Yes, it's the

         19  14th.

         20                 COUNCIL MEMBER SPIGNER: So, if

         21  someone walks in there tomorrow with an application,

         22  how much is each one of these exemptions? Assume on

         23  the average house, and what we use on the average

         24  house, if one is assessed at $14,000, what's --

         25                 COMMISSIONER ERISTOFF: Two-hundred
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          2  dollars, something like that.

          3                 COUNCIL MEMBER SPIGNER: Two-hundred

          4  dollars.

          5                 CHAIRPERSON BERMAN: And if you didn't

          6  have a house, you filed on your personal income tax

          7  as a married couple it would be $120; is that

          8  correct?

          9                 COMMISSIONER ERISTOFF: Yes, I

         10  believe.

         11                 COUNCIL MEMBER SPIGNER: I don't think

         12  that you have done sufficient outreach, I really

         13  don't.

         14                 Because in an neighborhood like mine,

         15  in a district like mine where a lot of older people,

         16  you know, not reading as closely as they should, I

         17  don't remember seeing it now, I am just assuming we

         18  better do a more perfected job than what we are

         19  doing, because we are costing New Yorkers thousands

         20  and hundreds of thousands of dollars when you

         21  multiply, and where it is one out of three in some

         22  communities, it could probably be just the reverse,

         23  two out of three in some other less -- I won't use

         24  the word sophisticated but those less aware of what

         25  their opportunities are.
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          2                 COMMISSIONER ERISTOFF: Fair enough.

          3  We will reexamine what we are doing.

          4                 COUNCIL MEMBER SPIGNER: I will be

          5  talking to you.

          6                 COMMISSIONER ERISTOFF: Fair enough.

          7  We believe we have done what's appropriate under the

          8  circumstances.

          9                 COUNCIL MEMBER SPIGNER: Where does

         10  the money go when you don't claim it? Where is the

         11  money that is not given out? Does it go into the

         12  general fund, or does it go back to the state?

         13                 COMMISSIONER ERISTOFF: It's a state

         14  program.

         15                 COUNCIL MEMBER SPIGNER: It's a state

         16  program, so it stays with the state?

         17                 COMMISSIONER ERISTOFF: Yes.

         18                 CHAIRPERSON BERMAN: That we don't get

         19  it, that's the thing that I'm complaining about. I

         20  said New York City gets significantly shortchanged.

         21                 COUNCIL MEMBER SPIGNER: Doesn't even

         22  go to our general fund.

         23                 CHAIRPERSON BERMAN: No, sir. New York

         24  City does not get it.

         25                 The senior citizens and the people
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          2  eligible for the Star and the Co-Star Program are

          3  being shortchanged and the Commissioner testified

          4  they are estimating that the amount of shortchanging

          5  is about $400 million; is that correct,

          6  Commissioner?

          7                 COMMISSIONER ERISTOFF: Yes.

          8                 COUNCIL MEMBER SPIGNER: That New

          9  Yorkers should be getting.

         10                 COMMISSIONER ERISTOFF: Yes.

         11                 CHAIRPERSON BERMAN: Yes.

         12                 COUNCIL MEMBER SPIGNER: Disgraceful.

         13  We have to do a better.

         14                 CHAIRPERSON BERMAN: Even if we did a

         15  100 percent job, we would still be shortchanged,

         16  which is the essence of the resolution, it's the

         17  essence of the discussion. That the program itself

         18  discriminates against New York City.

         19                 COUNCIL MEMBER MICHELS: The proper

         20  caption should be beware of the eyes of march. March

         21  15th, right?

         22                 COMMISSIONER ERISTOFF: Council Member

         23  Spigner, if I might offer up a suggestion that

         24  Deputy Commissioner Lempkin just came up with.

         25                 We will be doing some outreach on tax
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          2  lien sales, and in connection with that, we will be

          3  contacting your offices, giving you lists of

          4  properties that are subject to the sale. We could

          5  probably give you additional information or

          6  applications that could be part of your outreach, if

          7  you wished, from your office, should you decide to

          8  undertake outreach from your office on the tax lien

          9  sale.

         10                 DEPUTY COMMISSIONER LEMPKIN: (Not

         11  using the microphone.)

         12                 COUNCIL MEMBER SPIGNER: I will give

         13  you a call today.

         14                 COMMISSIONER ERISTOFF: Fine. In other

         15  words, we would include the Star stuff as part of

         16  that process.

         17                 CHAIRPERSON BERMAN: Mr. Lempkin, by

         18  not speaking into the mike, you totally destroyed

         19  our recording potential and probably giving a

         20  nervous breakdown to anybody who wants to get a copy

         21  of these proceedings.

         22                 Okay, don't worry about it.

         23                 Mr. Spigner, are you finished?

         24                 COUNCIL MEMBER SPIGNER: Thank you,

         25  Mr. Chairman.
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          2                 CHAIRPERSON BERMAN: You're welcome.

          3                 Ms. Moskowitz.

          4                 COUNCIL MEMBER MOSKOWITZ: Thank you,

          5  Mr. Chairman.

          6                 CHAIRPERSON BERMAN: You're welcome.

          7                 COUNCIL MEMBER MOSKOWITZ: I wanted to

          8  follow up on the outreach and move to another topic.

          9  Not to sound too big brotherish, but do you know

         10  where the eligible folks live, for example, for the

         11  Star property tax?

         12                 I mean, can you work backwards from

         13  census data?

         14                 COMMISSIONER ERISTOFF: What is the

         15  extent to which we can?

         16                 I will ask Commissioner Borin to

         17  answer that.

         18                 DEPUTY COMMISSIONER BORIN: Okay, I

         19  will give you a little summary of it. The program

         20  is, the eligible participants are one-, two- and

         21  three-family home-owners, condominium unit owners,

         22  and co-op unit owners. For the first two categories

         23  our tax records are highly accurate as to where the

         24  owner can be found.

         25                 We get them an assessment notice
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          2  every year. If they don't have a mortgage, we also

          3  send the bill to them, and we have sometimes two

          4  addresses for those purposes, but we do think we

          5  reach most people by mailing from our mailing list

          6  for tax purposes for those groups.

          7                 For co-ops the situation is somewhat

          8  more complex. Although we know where the building is

          9  located, and we know how many units it has, we don't

         10  know who owns those individual units. That's only

         11  known through the co-ops board and management.

         12                 Fortunately, for us, the sequence of

         13  these benefits was that the co-op condo abatement

         14  was enacted first before Star and the extension of

         15  several other exemptions to co-op units, so that in

         16  order to implement the abatement, we took a massive

         17  data collection project with the co-op management

         18  companies, and we have a fairly large but not

         19  entirely complete collection of the names and

         20  mailing addresses for the owners of co-op units.

         21                 Generally within a given building we

         22  have a complete, either we have very good complete

         23  data or we have no data because the management has

         24  declined to give it to us.

         25                 What I mentioned before, some of the
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          2  large projects had full exemptions, or deep

          3  exemptions that knocked them out of the co-op

          4  abatement program, had not taken the effort, which

          5  is understandable, to register all the units with us

          6  originally.

          7                 What we did is we contacted them on

          8  an individual basis and said, you know, you are not

          9  helping your shareholders by not giving us

         10  information. We convinced many of them to give us

         11  lists of names of owners so we can mail them the

         12  exemption forms.

         13                 COUNCIL MEMBER MOSKOWITZ: So, can you

         14  give me some percentages of the people who are

         15  eligible for one sort of an abatement or another,

         16  would you say you have 50 percent of the

         17  individuals, twenty percent? I'm just trying to get

         18  a ball park figure.

         19                 DEPUTY COMMISSIONER BORIN: Our

         20  estimates are we have somewhere in the neighborhood

         21  of about 70 percent.

         22                 COUNCIL MEMBER MOSKOWITZ: Seventy

         23  percent.

         24                 DEPUTY COMMISSIONER BORIN: Overall.

         25                 CHAIRPERSON BERMAN: But
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          2  statistically, I mean my statistics says you have

          3  minimally two-thirds, and you are telling me of the

          4  remaining one-third, maybe half of them aren't

          5  eligible to begin with. So, that would be consistent

          6  with your 70 percent.

          7                 DEPUTY COMMISSIONER BORIN: Yes, we

          8  estimate from, as I say, from HPD statistics that

          9  there's a substantial percentage there is no owner

         10  occupant, so they can't get these benefits.

         11                 COMMISSIONER ERISTOFF: But as the

         12  Deputy Commissioner was just saying, if 70 percent

         13  is the overall figure, it would be close to 100

         14  percent for owner-occupied one-, two-, and

         15  three-family homes, and something substantially less

         16  than that for a co-op.

         17                 COUNCIL MEMBER MOSKOWITZ: And you

         18  contact the people that you have the names and

         19  addresses for and the problem is they don't respond?

         20                 COMMISSIONER ERISTOFF: Right.

         21                 COUNCIL MEMBER MOSKOWITZ: Okay.

         22                 And have you done any kind of focus

         23  groups or any kind of attempts to ascertain -- you

         24  know, I had a lot of experience in a sort of

         25  unrelated or seemingly related, when you have
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          2  children's health insurance, and, you know, these

          3  letters are very complicated, I have a PhD and I

          4  found it difficult to read and understand.  Is that

          5  the problem? Is there any way to assess?

          6                 COMMISSIONER ERISTOFF: Well, we think

          7  it's getting better. I mean, in fact, we, as the

          8  Deputy Commissioner alluded some moments ago, we

          9  actually rewrote the Flack Notice which is this

         10  insert about your assessment and related programs

         11  last year, to try to make it more accessible,

         12  frankly, to a broader population, and we think that

         13  that was reasonably successful in boosting the

         14  compliance with the response rate.

         15                 We expect it will have the same

         16  impact this year. So, we think our materials are

         17  pretty accessible. I can't speak for the old stuff,

         18  but I think the current materials are pretty good.

         19                 And when we write a letter, which we

         20  have, those letters are, again, fairly clear. We try

         21  to keep it as simple as possible, given the

         22  population.

         23                 We know there will be people out

         24  there who find this somewhat bisontine, and we also

         25  do in-person outreach, as the Deputy Commissioner
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          2  said, we try to reach out to managers of co-op

          3  buildings, we try to reach out to community groups,

          4  and we hope to work with members of the Committee

          5  and with Council Members generally on this. Because

          6  it's a shame.

          7                 CHAIRPERSON BERMAN: It's a worthwhile

          8  effort.

          9                 COMMISSIONER ERISTOFF: Yes, it's a

         10  shame.

         11                 COUNCIL MEMBER MOSKOWITZ: I

         12  personally, like other members, would be very

         13  interested in reaching out to my district, not only

         14  to newsletters, but I speak, as you know, having

         15  knowing this district very well, and I speak at

         16  senior centers all the time, if your office could

         17  give me materials and maybe come with me, or we can

         18  arrange. I find it very distressing when there is

         19  funds out there to be gotten --

         20                 COMMISSIONER ERISTOFF: I would be

         21  happy to join you or support, provide you with any

         22  information you might need.

         23                 If you'll permit a personal response

         24  to that question, I don't think that the fourth

         25  Councilmanic district is really the locus of the
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          2  problem, unfortunately for better or for worse.

          3                 COUNCIL MEMBER MOSKOWITZ: You have

          4  been to Lenox Hill Neighborhood Houses, there are --

          5  I mean, look, I agree, it's small in numbers but I

          6  don't want there to be a single person in my

          7  district who is eligible who -- I mean, in a way I

          8  have an easier problem because I should be able to

          9  find them.

         10                 CHAIRPERSON BERMAN: Well, we will

         11  settle this. We will concentrate on Mr. Robles'

         12  district.

         13                 COUNCIL MEMBER ROBLES: They do a good

         14  job.

         15                 CHAIRPERSON BERMAN: Do you have any

         16  other questions, Ms. Moskowitz?

         17                 COMMISSIONER ERISTOFF: I would love

         18  to do that.

         19                 You had another set of questions?

         20                 COUNCIL MEMBER MOSKOWITZ: Yes.

         21                 Yes. I wanted to as a question about

         22  the MMR, the Fiscal 2000 MMR indicates that the

         23  Department still lags behind other agencies with

         24  regard to completing required performance evaluation

         25  of outside vendors.
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          2                 It's my understanding that when

          3  compared to 27 other agencies required to submit

          4  evaluations, none of the agencies perform worse than

          5  the Department, and if you can confirm that, that

          6  would be helpful.

          7                 And 48 percent of the Department was

          8  far below the 85 percent average for the evaluation

          9  completion.

         10                 If you could provide some sort of

         11  explanation of why the Department is having trouble

         12  in this area, if you believe that's correct, I would

         13  find that helpful.

         14                 COMMISSIONER ERISTOFF: Basically we

         15  don't believe there is any systemic problem.

         16                 We have shared frustrations with many

         17  other agencies over the procurement process. I will

         18  ask Jessie Ostraub, our Chief Budget Officer, to

         19  address this question.

         20                 MR. OSTRAUB: I would have to get

         21  back.

         22                 COMMISSIONER ERISTOFF: We can get

         23  back to you with the specifics. We have responded

         24  directly to the Mayor's Office of Operations. They

         25  conduct a review every year. As far as we know, our
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          2  explanation has been accepted, is reasonable, and

          3  under the circumstances. So, we can get a more full

          4  response to you.

          5                 COUNCIL MEMBER MOSKOWITZ: I would

          6  appreciate that.

          7                 Thank you.

          8                 CHAIRPERSON BERMAN: Thank you.

          9                 Mr. Rodriguez, sir.

         10                 COUNCIL MEMBER RODRIGUEZ: Thank you

         11  very much, Mr. Chair.

         12                 CHAIRPERSON BERMAN: You're welcome.

         13                 COUNCIL MEMBER RODRIGUEZ: I have a

         14  few short -- I don't know whether they are short

         15  questions, but questions.

         16                 Co-op condo reform plan, there should

         17  have been a study that should have been prepared

         18  already; is that accurate? Or am I misunderstanding?

         19                 COMMISSIONER ERISTOFF: As you know,

         20  the State Legislature passed a law a couple of years

         21  ago mandating that we offer our recommendations for

         22  a co-op condo reform. We did so, we have submitted a

         23  letter, late last year -- what was it September?

         24                 DEPUTY COMMISSIONER LEMPKIN: Yes.

         25                 COMMISSIONER ERISTOFF: And we wrote,
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          2  I wrote the Majority Leader of the State Senate and

          3  the Speaker of the State Assembly and the Governor,

          4  essentially saying that we believe the current

          5  abatement program should be continued, that is our,

          6  the product of our analysis and our recommendation

          7  going forward.

          8                 So, we have complied with the law.

          9                 COUNCIL MEMBER RODRIGUEZ: So was

         10  there a study prepared or done?

         11                 COMMISSIONER ERISTOFF: We have never

         12  issued a study.

         13                 COUNCIL MEMBER RODRIGUEZ: Was one

         14  done, though?

         15                 COMMISSIONER ERISTOFF: We have

         16  certainly done some staff work on it, but never

         17  issued a final report.

         18                 COUNCIL MEMBER RODRIGUEZ: Okay. And

         19  do we have any information available on that, to see

         20  if there is equity there, and if it's equity that

         21  makes sense?

         22                 COUNCIL MEMBER ERISTOFF: We, in the

         23  course of doing some of our analysis, we shared some

         24  of our preliminary analysis with members of the

         25  Council staff, we briefed them, we dialogued with
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          2  them, we believe they know what we were examining,

          3  how we were doing it, the kinds of data that we were

          4  looking at.

          5                 So, I think the Council has been

          6  fully in a loop with the substance of the matter.

          7                 COUNCIL MEMBER RODRIGUEZ: Okay. Thank

          8  you very much.

          9                 COMMISSIONER ERISTOFF: Sure.

         10                 COUNCIL MEMBER RODRIGUEZ: Let me ask

         11  another question.

         12                 On I guess the tax cuts and the

         13  business tax cuts, specifically let's talk first

         14  about the UBT tax cut. Do we know what portion of

         15  that is going to be New York City resident and what

         16  portion is going to be non-resident, that are going

         17  to benefit from this tax cut?

         18                 COMMISSIONER ERISTOFF: I'm not sure I

         19  follow you.

         20                 The financial plan, as I recall, has

         21  an across the board reduction in business taxes.

         22                 COUNCIL MEMBER RODRIGUEZ: Right.

         23                 COMMISSIONER ERISTOFF: Right now. And

         24  it is not certain exactly what that would look like.

         25                 COUNCIL MEMBER RODRIGUEZ: The
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          2  allocations yet?

          3                 COMMISSIONER ERISTOFF: Yes. So, it's

          4  hard to speak to the specifics. Obviously UBT is

          5  something that we're looking at. The UBT credit, if

          6  I recall correctly, would parallel the existing S

          7  corporation credit, which is designed to benefit

          8  only New York City personal income tax payers. And

          9  that's the idea here.

         10                 In the wake of the repeal of the

         11  commuter tax, we have an extraordinary sensitivity

         12  to anything that would benefit our neighbors or New

         13  York City residents.

         14                 COUNCIL MEMBER RODRIGUEZ: Good. That

         15  was basically the question.

         16                 Now, I have another question with

         17  regard to the tax cuts.

         18                 COMMISSIONER ERISTOFF: Yes.

         19                 COUNCIL MEMBER RODRIGUEZ: As I looked

         20  at the Mayor's Plan, I noticed that there's a tax

         21  cut for commercial rent tax that will wind up being

         22  $476 million in the Year 2005.

         23                 It's my understanding that generally

         24  tax cuts are done to spur business or to spur

         25  economic activity.
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          2                 Can you tell me how that's going to

          3  spur economic activity, when it is my understanding

          4  that below 96th Street, which is where this is going

          5  to take place there is almost no vacancy and you

          6  have some of the highest real estate rates in the

          7  world?

          8                 COMMISSIONER ERISTOFF: Well, frankly,

          9  we feel that the commercial rent tax is a major

         10  disincentive to long-term investment in the City of

         11  New York. It's almost unique --

         12                 COUNCIL MEMBER RODRIGUEZ: But you

         13  have no vacancies in the areas where you are going

         14  to give a break.

         15                 COMMISSIONER ERISTOFF: Well, actually

         16  I think that if you were to look at the business

         17  pages of newspapers right now, you'd see that there

         18  is a certain amount of activity taking place. You

         19  now find large firms that have taken big positions

         20  now are subleasing huge amounts of space. I think

         21  you will find that the vacancy rate may indeed

         22  increase over the next months.

         23                 We are seeing, frankly, a change in

         24  the economic environment, and on a long-term basis,

         25  as a matter of tax policy, the commercial rent tax
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          2  is virtually unique to New York City and it's always

          3  cited by business organizations as one of the most

          4  obnoxious taxes that we impose. It's a tax on the

          5  privilege of paying rent, and as such, just sits --

          6                 CHAIRPERSON BERMAN: It has long been

          7  the policy of the Council to do away as quickly as

          8  possible with the commercial rent tax.

          9                 COMMISSIONER ERISTOFF: Yes.

         10                 COUNCIL MEMBER RODRIGUEZ: Well, I

         11  understand that.

         12                 I have another question with regard

         13  to that and then I will summarize it a little bit.

         14                 CHAIRPERSON BERMAN: Sure.

         15                 COUNCIL MEMBER RODRIGUEZ: As I look

         16  at the January Plan also, I see that the ten percent

         17  business tax cut is also on there and we don't know

         18  exactly how that is going to be formulated or how

         19  it's going to come up, but the one thing that is

         20  striking to me is that when you add those two tax

         21  cuts that are aimed at the business community, by

         22  the Year 2005 it's almost $800 million, it's almost

         23  a billion dollars, if you add the sales tax and the

         24  hotel tax it's real close to a billion dollars, and

         25  when you look at the budget that we're working on
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          2  now, it's only 78 million. So, my question is, if

          3  these are great cuts, and I don't think they are,

          4  but if you think they are, then why during this

          5  administration do you only think that it's necessary

          6  to cut 78 million of it? And hamper the next

          7  administration with 800 million of cuts, in one

          8  year? And at the same time, leaving the potential

          9  gaps of $2.4 million, according to the preliminary

         10  budget that I got from the Mayor?

         11                 COMMISSIONER ERISTOFF: Well, this

         12  represents a continuation of a long-term commitment

         13  made by the Mayor and the Council collectively. Over

         14  the last seven years the Mayor has cut with the

         15  Council's help, and, frankly, major input, the Mayor

         16  has cut taxes by over 2 million -- I think 2

         17  billion, I think it is two and a half billion at

         18  this point. So, what we're suggesting is that tax

         19  cutting actually ought to continue on into the

         20  future, the larger rationale is that we believe this

         21  will make New York City a more competitive place to

         22  locate and do business, a better place to have a

         23  family.

         24                 COUNCIL MEMBER RODRIGUEZ: I

         25  understand --
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          2                 COMMISSIONER ERISTOFF: And as a

          3  result of that, will bolster our economy and,

          4  therefore, increase revenues over the longrun. I

          5  mean, frankly, we feel it's critical to our

          6  competitive position.

          7                 If the City's economy is healthy, we

          8  will have the sufficient revenue to operate City

          9  government services.

         10                 But the impression this is all going

         11  to happen in one year is a little bit, a little bit

         12  off, because we are talking about something that

         13  would take place over a four-year finance plan.

         14                 COUNCIL MEMBER RODRIGUEZ: Right,

         15  that's what I'm suggesting.

         16                 And I'm just looking at the plan, and

         17  I just keep saying that as we look at this plan, as

         18  we look at the future, that the tax cuts, and I'm

         19  adding up commercial rent tax, business tax, the

         20  sales tax and the hotel tax, or $150 million for

         21  this year, this coming year.

         22                 COMMISSIONER ERISTOFF: Yes, which is

         23  modest.

         24                 COUNCIL MEMBER RODRIGUEZ: Which is

         25  modest, right. But for 2005 it's almost a billion
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          2  dollars.

          3                 COMMISSIONER ERISTOFF: Right.

          4                 COUNCIL MEMBER RODRIGUEZ: Which is

          5  not modest.

          6                 COMMISSIONER ERISTOFF: No.

          7                 COUNCIL MEMBER RODRIGUEZ: Which is a

          8  lot of money.

          9                 COMMISSIONER ERISTOFF: We think it

         10  makes sense, but also, I would point out that with

         11  luck and with good stewardship the economy of the

         12  City should grow, will continue to grow and will

         13  continue to generate additional revenue. And that's

         14  part of the rationale of tax cuts on a targeted

         15  basis.

         16                 CHAIRPERSON BERMAN: As a matter of

         17  fact, isn't it not the case that despite the fact

         18  that the rest of the nation appears to be more into

         19  a recession, the City of New York is nowhere near

         20  the same state as the rest of the nation?

         21                 COMMISSIONER ERISTOFF: That's very

         22  correct. In fact, our employment levels have

         23  exceeded that of other jurisdictions, and we are

         24  particularly well off when you consider or you

         25  compare us to other cities of a similar sort of old,
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          2  shall we say old northern City profile, post

          3  industrial city, so we think we are in a pretty

          4  strong position.

          5                 The financial plan, as you know,

          6  takes into account five years, and, yes, there are

          7  outyear budget gaps, and I'm not the OMB Director,

          8  so I'm not qualified really to address those

          9  concerns directly, but I can tell you that the Mayor

         10  has succeeded in cutting the outyear budget gaps

         11  dramatically over the last seven years. And, so, we

         12  believe that this is manageable and appropriate in

         13  terms of stimulating the City's economy and keeping

         14  this expansion going.

         15                 CHAIRPERSON BERMAN: But in fairness,

         16  this is a debate that will go on over the next

         17  couple of months while we get into the budget

         18  process.

         19                 COUNCIL MEMBER RODRIGUEZ: I just want

         20  the Commissioner to know that as I look at this

         21  plan, and I see $2.4 billion in outyear gaps, and I

         22  see $1 billion in cuts being implemented this year,

         23  that we are looking at that and we're saying are we

         24  making decisions now that are going to hamper future

         25  administrations and future councils for making the
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          2  decisions that they have to make to be able to run

          3  the City the way it is supposed to be run and to

          4  make sure the City functions as a good government

          5  agency, I just wanted to get that on the record.

          6                 Thank you, sir.

          7                 CHAIRPERSON BERMAN: Thank you very

          8  much, Mr. Rodriguez.

          9                 Commissioner, thank you.

         10  Commissioners, thank you very much. I appreciate

         11  your time. It certainly was a good exchange and we

         12  are looking forward to working with you on giving

         13  notice on the Star and Co-Star program.

         14                 COMMISSIONER ERISTOFF: Thank you. And

         15  we will follow up with Council Member Moskowitz'

         16  question, as well.

         17                 CHAIRPERSON BERMAN: By the way, there

         18  are additional questions I will submit to you, which

         19  you can submit at a later date to us, responses to.

         20                 COMMISSIONER ERISTOFF: Thank you,

         21  sir.

         22                 CHAIRPERSON BERMAN: Thank you very

         23  much.

         24                 Okay, ladies and gentlemen, pursuant

         25  to Section 243 of the Charter, we are required to
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          2  present the Council budget. This is that occasion.

          3                 Excuse me, ladies and gentlemen, we

          4  have to continue the meeting, so if you don't mind,

          5  if you are leaving, Archie, Commissioner Lempkin,

          6  thank you.

          7                 Mr. Lombard, welcome.

          8                 MR. LOMBARD: Thank you, Mr. Chair.

          9                 CHAIRPERSON BERMAN: Joyce, welcome.

         10                 Would you each identify yourselves.

         11                 MR. LOMBARD: Good morning, Mr.

         12  Chairman.

         13                 CHAIRPERSON BERMAN: Good morning.

         14                 MR. LOMBARD: My name is Jim Lombard,

         15  Director of Council Services Division, and on my

         16  right is our Fiscal Officer for the City Council,

         17  Council Services Division, Ms. Joyce Singerman.

         18                 CHAIRPERSON BERMAN: Good morning to

         19  both of you.

         20                 MS. SINGERMAN: Good morning.

         21                 CHAIRPERSON BERMAN: Okay, pursuant to

         22  Section 243 of the Charter, in March the Council is

         23  required to present its budget for the next fiscal

         24  year, and that is the document which is now before

         25  us, is presented by you, so you've distributed this
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          2  information to everybody, could you go over with us,

          3  please, the highlights of this proposal?

          4                 MS. SINGERMAN: Yes, our budget for

          5  Fiscal Year 2002 is approximately a $1.3 million

          6  increase over our present budget, which would be 2.7

          7  percent.

          8                 CHAIRPERSON BERMAN: All right, now,

          9  on that issue, number one, according to the

         10  statistics that you have given me, I see this

         11  increase is significantly below the increases that

         12  the Council has had over the last several years; is

         13  that accurate?

         14                 MS. SINGERMAN: Yes.

         15                 MR. LOMBARD: In fact, if I may, Mr.

         16  Chairman, it's 2.7 this year versus 8 percent the

         17  previous year.

         18                 CHAIRPERSON BERMAN: Okay.

         19                 Now, the increase that is contained

         20  in the Council budget, where is that to be found,

         21  what area of the budget?

         22                 MS. SINGERMAN: On page three would be

         23  a summary.

         24                 CHAIRPERSON BERMAN: Do you want to go

         25  into that? Actually, perhaps I can just review it,
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          2  if I may?

          3                 The members, as I indicate, see here

          4  the individual's member's budgets will be increased

          5  by $10,000 each. This will be for the purpose of

          6  covering the cost of rent increase for district

          7  office, resulting from the expiration of all leases

          8  on December 31st, 2001.

          9                 Now, mind you, ladies and gentlemen,

         10  the budget that is now before us is the budget that

         11  will be in place beginning July 1st, 2001 and will

         12  end June 30th, 2002.

         13                 This Council will only be eligible to

         14  utilize 50 percent of it, because this Council goes

         15  out of business on December 31st of this year.

         16                 So, you have to view it in that

         17  perspective. So, first of all, the increase of

         18  $10,000 for each member's budget, that will only be

         19  allocated $5,000 for the members who will be in

         20  place between now and December 31st.

         21                 And that will be for the purposes of

         22  covering the cost of rent increase for district

         23  offices, and since all leases expire December 31st,

         24  2001, the subsequent $5,000 will have to be utilized

         25  for that purpose. It would also be for the increased
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          2  cost of supplies and equipment leases and salary

          3  adjustments.

          4                 So, those of us in this room, those

          5  of us in this Council will have allocated $5,000 for

          6  all of these purposes.

          7                 Central staff, there will be a

          8  reallocation of the Fiscal 2001 personal services

          9  budget, the shifting of two positions between units

         10  of appropriations. What does that mean?

         11                 MS. SINGERMAN: In U of A 002 which is

         12  for Committee staffing, previously we had 152

         13  positions, and next fiscal year it's 150 versus U of

         14  A 005, which is central -- which is Council

         15  Services, the other divisions within the Council. We

         16  are going from 164 to 166, the net effect is zero.

         17                 CHAIRPERSON BERMAN: Okay. And then

         18  there is a current staff salaries annualized; what

         19  does that mean?

         20                 MS. SINGERMAN: That changes that were

         21  made since January or earlier this fiscal year, it's

         22  just --

         23                 CHAIRPERSON BERMAN: You mean if

         24  anybody received a pay raise or anything else, it

         25  now has to be calculated on an annual basis.
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          2                 MS. SINGERMAN: It is just an

          3  annualization and that's $500,000.

          4                 CHAIRPERSON BERMAN: Now, it says "no

          5  COLER," that means that this budget does not contain

          6  any COLER adjustment; is that correct?

          7                 MS. SINGERMAN: Correct.

          8                 CHAIRPERSON BERMAN: Now, historically

          9  the Council has been given money any time the City

         10  provides a COLER increase for the City workforce; is

         11  that correct?

         12                 MS. SINGERMAN: Correct.

         13                 CHAIRPERSON BERMAN: And the Council

         14  will at that time have that issue addressed.

         15                 MS. SINGERMAN: Yes.

         16                 CHAIRPERSON BERMAN: Finally, Unit of

         17  Appropriation 200, Central Staff OTPS, I have no

         18  idea what reallocation of Fiscal 2001 budget between

         19  object codes means.

         20                 MS. SINGERMAN: In the back of the

         21  document there is a list of object codes, supplies,

         22  telephones, rent payments, and within the U of A

         23  which is for all OTPS, if we just basically shifted

         24  funds and the increase in that U of A of 169,000 is

         25  primarily in the areas of the expansion of our
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          2  computer network and also for rent and electrical,

          3  the rise in energy costs.

          4                 CHAIRPERSON BERMAN: All right. So,

          5  that --

          6                 MR. LOMBARD: A good portion of it, if

          7  I may, Mr. Chairman, really ties in with technology,

          8  as far as the computer aspect.

          9                 CHAIRPERSON BERMAN: I understand.

         10                 So, all of these items combined

         11  accounts for the increase of $1.222 million; is that

         12  correct?

         13                 MS. SINGERMAN: Yes.

         14                 CHAIRPERSON BERMAN: All right.

         15                 There are supporting documents

         16  attached; are there any questions?

         17                 All right, thank you very much.

         18                 MR. SINGERMAN: Thank you.

         19                 MR. LOMBARD: Thank you.

         20                 CHAIRPERSON BERMAN: All right,

         21  finally, we have three Land Use items.

         22                 Good morning. Would you introduce

         23  yourself, please. Identify yourself.

         24                 MR. PECHEFSKY: I am David Pechefsky,

         25  Council Finance.
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          2                 CHAIRPERSON BERMAN: Good morning,

          3  David.

          4                 MR. PECHEFSKY: If you will please

          5  refer to the memo myself to Chairman Berman, it

          6  should be buried under the stack of papers in front

          7  of you.

          8                 CHAIRPERSON BERMAN: Okay. That would

          9  be this document, ladies and gentlemen.

         10                 MR. PECHEFSKY: That has Council

         11  Finance letterhead at the top.

         12                 CHAIRPERSON BERMAN: Okay, if I may,

         13  David? Land Use 915 is a partnership of the New

         14  Homes Program, Melrose Commons, Phase II, New York

         15  City Partnership HDFC. Councilman Espada's district

         16  in the Bronx. There are 30 buildings, 90 units, that

         17  would be three in a building.

         18                 MR. PECHEFSKY: Three-family homes,

         19  yes.

         20                 CHAIRPERSON BERMAN: It's 20-year

         21  exemption, and the first year exemption is $61,000,

         22  the total 20 years is 1,083,000. Presumably

         23  Councilman Espada is in accord with this?

         24                 MR. PECHEFSKY: He has approved of it,

         25  yes.
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          2                 CHAIRPERSON BERMAN: Are there any

          3  questions?

          4                 Next we have Tenant Interim Lease

          5  Program. On Mulberry Street, in Council Member

          6  Freed's district in Manhattan. One building, eight

          7  units. It's a 28-year exemption, first year

          8  exemption being 11,200. Total 28-year exemption is

          9  556,000.

         10                 Council Member Freed presumably is --

         11                 MR. PECHEFSKY: Yes, she approves of

         12  it.

         13                 CHAIRPERSON BERMAN: Any questions?

         14                 Finally, there is another Tenant

         15  Interim Lease Program in Council Member Perkins'

         16  District, that's Land Use 1004. It's one building,

         17  ten units, 28 years. Also first year of having an

         18  exempt value of 6,700. The 28 years having an

         19  aggregate exempt value of 330,000. Councilman

         20  Perkins presumably has signed off?

         21                 MR. PECHEFSKY: Yes.

         22                 CHAIRPERSON BERMAN: Are there any

         23  questions?

         24                 MR. PECHEFSKY: Mr. Gardella is at a

         25  conference. He was confident that these items were

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

                                                            62

          1  COMMITTEE ON FINANCE

          2  --

          3                 CHAIRPERSON BERMAN: You should never

          4  be confident.

          5                 Thank you very much.

          6                 All right, if the members will get

          7  together, we can now have a vote.

          8                 Okay, let's call a vote.

          9                 COUNCIL CLERK: Berman.

         10                 CHAIRPERSON BERMAN: Aye.

         11                 COUNCIL CLERK: Spigner.

         12                 COUNCIL MEMBER SPIGNER: Aye.

         13                 COUNCIL CLERK: Michels.

         14                 COUNCIL MEMBER MICHELS: Aye.

         15                 COUNCIL CLERK: O'Donovan.

         16                 COUNCIL MEMBER O'DONOVAN: Aye.

         17                 COUNCIL CLERK: Robles.

         18                 COUNCIL MEMBER ROBLES: Aye.

         19                 COUNCIL CLERK: Koslowitz.

         20                 COUNCIL MEMBER KOSLOWITZ: Aye.

         21                 COUNCIL CLERK: Rodriguez.

         22                 COUNCIL MEMBER RODRIGUEZ: Yes.

         23                 COUNCIL CLERK: Moskowitz.

         24                 COUNCIL MEMBER MOSKOWITZ: Aye.

         25                 COUNCIL CLERK: By a vote of eight in
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          2  the affirmative --

          3                 CHAIRPERSON BERMAN: Before you

          4  announce the vote, if there be no objection, we are

          5  holding the vote open for Council Members Foster,

          6  Eisland and McCaffrey.

          7                 All right, now announce the vote.

          8                 COUNCIL CLERK: By a vote of eight in

          9  the affirmative, none in the negative with no

         10  abstentions, and the vote is still open.

         11                 CHAIRPERSON BERMAN: All right, ladies

         12  and gentlemen, the items pass, but the matter is

         13  still open, and I want to congratulate everybody on

         14  this example of their legislative integrity and

         15  their bravery. You have done extraordinarily well.

         16  Thank you.

         17                 (Hearing concluded at 11:55 a.m.)
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