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   OVERSIGHT:  
The status of the Department of Buildings, the Department of Housing Preservation and Development, and the New York City Housing Authority since the Attack on the World Trade Center.

Many of the Council's committees are conducting hearings to ascertain the impact of the September 11, 2001 World Trade Center attack on the agencies subject to their purview.   All of these hearings, including today’s, will examine agency responses to the unanticipated demands created by this emergency, the effect of new budgetary constraints, and the impact of current events on the agency's ability to achieve its overall mandates. Taken together these hearings will seek to understand some of the fundamental issues for city residents and businesses both now and into the future, including safety, accessibility and the provision of governmental services.  

Most City agencies have been required to create a plan to significantly reduce their budgets in response to projected budget shortfalls.  The Mayor required all non-uniformed agencies, except the Board of Education, to reserve 15% of their budget pursuant to Section 106b of the City Charter to create a reserve.  The events of September 11th exacerbated the problems the City was already experiencing as a result of a flagging economy.  Prior to September 11th, in response to economic conditions, the Department of Buildings (DOB), the Department of Housing Preservation and Development (HPD), and the New York City Housing Authority (NYCHA) had been asked to prepare 8 percent reduction plans for their city funded expense budgets.  Subsequently, that request was revised to require the agencies to submit a reduction plan that reflects a 15 percent decrease in City funds.  

The attack of September 11th placed acute demands on City agencies.  DOB, HPD and NYCHA each responded to some of these demands.  Today’s hearing is to learn what was done at each of these agencies, what new demands they anticipate, the status of the City’s housing and building stock in light of new challenges and the effect of proposed budget cuts.  Specifically with regard to DOB, there are questions as to what role the agency has taken to assure that the downtown buildings are safe; how they have coordinated with other agencies in order to ensure safety; and the status of their relationship with the Fire Department (FDNY) in light of the merger of functions pursued by the Mayor.  We are also very concerned about the DOB plan to reduce their budget by 15 percent.  

HPD, in part because of the agency’s location, functioned as a relief station in the early days of the emergency, a role for which they should be applauded.  Early in the emergency there was an expectation that the City would get numerous requests for emergency housing and HPD mobilized to help in this effort, as they would when there are fires that dislocate families.  According to information provided to staff, this demand failed to materialize at that point.  However, newspapers currently report requests for emergency shelter, usually perceived as an HRA responsibility, are way up.  It is unclear if these are linked to the disaster directly (families who have lost income because of a job loss at WTC) and whether HPD is or should be helping to place these additional families.  As much of HPD’s funding is not from City funds we are less concerned about the larger HPD programs than we might otherwise be because they will not be likely targets of decreases anywhere near 15 percent.  We are particularly concerned about anti-eviction legal services and Community Consultant and Neighborhood Preservation Consultant programs funded by the Council.  Another major issue is the Mayor’s initiative to build and renovate between 10,000 and 12,000 units of housing over the next four years.  At the Executive Budget Hearings in May, Commissioner Perine explained that this initiative was to be funded through a mixture of public and private funds, the public sources including City capital funding, Battery Park City revenue, and Housing Development Corporation Private Activity Bond financing.  Given the pressures on the City’s budget resulting from the destruction of the WTC and the downturn in the economy, we question whether funding will be sufficient to move forward with the Mayor’s plan, and whether any of the funding sources generally used for housing will now be dedicated to the rebuilding of lower Manhattan instead of being used for lower and middle income housing (ex. Community Development Block Grants or Private Activity Bonds).  

Like HPD, most of NYCHA’s funding is not from the City.  We hope to hear from NYCHA regarding their overall budget, how they are planning to absorb a 15 percent City reduction, responses if any to heightened requests for housing, and changes if any to their housing priorities.  Also of interest, is whether Section 8 recipients are having problems finding apartments with their vouchers in light of the acute housing shortage.  

BACKGROUND

Events of September 11th have taken an emotional and psychological toll on the citizens of New York. The incident has also left deep economic wounds whose impacts will challenge the City.  The New York City Council’s Finance Division expects the New York City economy to lose an estimated 6,000 jobs in 2001 and 126,000 jobs in 2002 as a direct result of the September 11th attack. This includes significant lay-offs concentrated in three industries: finance, business services, and retail.  The Finance Division projects an unprecedented drop in revenue and wages in the securities sector in calendar 2001 including a decline of 16.3% in revenue and 7.6% in average wages on Wall Street.  In calendar 2002  a “flat” year on Wall Street is anticipated with revenues projected to increase by only 1% while wages are projected to shrink another 1%.

John Turchiano of the Hotel Trades Council states that more than 20% of the city's 25,000 unionized hotel workers have lost their jobs or seen their hours cut due to declining occupancy rates at hotels:  4,400 have been laid off and 1,500  continue to work with a reduced schedule. .  According to a Daily News article from late October, more than 70 restaurants have closed temporarily or permanently since the attack, laying off about 15,000 restaurant employees.
  The New York State Restaurant Association said that a survey of 74 of its member restaurants whose annual revenue is typically over $500,000,000 showed a 47% decline in sales over the three weeks following the WTC attack.  

According to the City Council’s Finance Division, tax revenues are expected to be $1.33 billion below the Council’s pre-September 11th forecast for Fiscal 2002 and $1.7 billion lower than originally projected for Fiscal 2003.   As the City recovers casualties and removes debris over many months, the Mayor’s Office of Management and Budget (OMB) projects  $11.4 billion in immediate costs from the trade center destruction, including $5 billion in emergency construction projects to demolish and remove debris from the site; $1.922 billion for the Police Department; $395 million for the Fire Department;  $420 million for the Sanitation Department; $321 million for health and social services; $975 million in economic stabilization and recovery programs; $250 million in roads and other infrastructure construction; $720 million to other city agencies; $50 million in burial costs; and $1.36 billion for “anti-terrorist preparedness.”
     

According to a mid-October analysis by Cushman and Wakefield, of the 6.8 million square footage that is being leased by displaced tenants, approximately 75% of it in Manhattan.
  While the real estate firm Julien J. Studley estimated that of all large firms relocating because of the attack, 65% have moved to midtown.  Only 9% have opted to stay downtown.

Transportation throughout the region has been impacted, from air transport, to irregular subway services, and street closings.  Also impacting directly on accessibility were early prohibitions on single passenger vehicles, and vehicles searches at certain times.  Areas located in the “frozen zone” below 14th Street have been inaccessible for from several days to numbers of weeks depending upon how close they are to ground zero, and have suffered economic losses commensurate with their isolation.  According to mid-October reports: Teddy Lai, Executive Director of the Greater Blouse, Skirt, and Undergarment Association Inc. (a collection of factory owners), said Chinatown factories have seen business shrink by at least 50% since September 11th;  ten of Chinatown’s 200 garment factories closed in the first two weeks of October;
   and  tickets for Broadway shows were rising, but were still 25% below industry projections made earlier this year.

Federal and State Role

The federal government has committed to about $20 billion to help the disaster sites (including Manhattan, Virginia and Pennsylvania), while estimates for New York City’s recovery and rebuilding are approximately $38 billion.
   Federal officials also promised a $5 million grant from the Centers for Disease Control to examine homes and schools near Ground Zero for pollutants and to monitor potential health problems resulting from the collapse of the Twin Towers.  

The State has lobbied Washington for additional funds.  The Governor’s “Rebuild NY-Renew America” proposal seeks $34 billion in additional funds from Washington to support “Basic Rescue, Recovery, and Rebuilding,” $20 million for “Economic Recovery and Revitalization,” and $100 million for Homeland Security efforts.   The Governor’s initiative includes proposals to finance or fast-track infrastructure projects, such as the Second Avenue subway, commuter railroad projects, highway and bridge work, and a high-speed rail link between New York and Schenectady.     

The State’s commitment as to the types and amount of additional State aid  remains unclear.  Governor Pataki has directed the New York Power Authority to provide low-cost electricity to businesses dislocated by the destruction of the World Trade Center.   Several hotlines now also help businesses impacted by the incident.   The State Legislature has enacted emergency spending legislation to provide $5.5 billion for critical cash payments to help the relief efforts in New York City, assist victims and their families, and provide assistance to businesses in anticipation of Federal reimbursement. Legislation was also passed  enabling the Transitional Finance Authority to issue bonds to cover costs while awaiting Federal aid.  The State Department of Labor secured a $25 million federal grant to provide support services and temporary jobs to all workers temporarily or permanently affected by the disaster.  

The State’s ability to help may be hampered by its own revenue losses as a result of the World Trade Center incident, currently projected to be up to $9 billion during the next 18 months.
 Governor Pataki may have to cut $3 billion in state funding over that period.
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