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RE:
AN ACT to amend the labor law, in relation to hours, wages and supplements for work on public work projects and the definition of public work.

A. 3705 (John)

S. 4912 (Addabbo)

MEMORANDUM IN OPPOSITION
Submitted on behalf of the New York Sate Builders Association
This memorandum is submitted in opposition to the subject bill on behalf of the New York State Builders Association, representing 3,200 members, who are primly engaged in residential construction and renovation. The subject bill would apply prevailing wage laws to many residential construction and improvement projects which were previously not within the definition of public work.
The bill defines public work so broadly as to encompass construction of private residential buildings, which are assisted only indirectly by government. No sound public policy reason has been put forward to justify the extension of prevailing wages to private residential construction.  This bill bootstraps minimum subsidies for affordable housing as the justification to require the wage regimen applied to public works, which inures to the benefit of construction income.
Covered could be any or all of the following:
1.
Local real property tax abatement or exemption, which is essential for any construction of one and two family homes in the outer boroughs of the City of New York, or most moderate rehabilitation and new apartment renovation or construction. Real property tax abatement programs are used by local governments outside Neva York City to promote and target first time homebuyers to assist in the purchase of residential housing.  These programs provide assistance to the purchaser, not to the builder/developer.

2.
State agency bonds issued under Federal tax exemption rules, which are used to purchase privately issued bank mortgages on one and two family homes and apartments.  This program is also directed to the purchaser.
3.
Guarantees through SONYMA insurance on State agency bonds which provide credit enhancement to attract private investors in apartment construction or rehabilitation.
Common to the programs is the need to meet Federal, State, and often local targeting requirements, which may be sales price caps, income limits on renters and buyers, and significant target neighborhood restrictions. Construction costs are not just important, but are the determining factor between whether or not a particular affordable workforce home is built or rental unit rehabilitated.

The imposition of prevailing wage rules on such activities will impose crippling cost burdens and difficult administrative procedures and expose small contractors and homebuilders to aspects of on contracting practices encountered in large public works projects.  These onerous requirements would come at a time when residential construction is at a virtual standstill because of the economic downturn.  The New York Building Congress points out that, since last summer, the recession has resulted in the loss of 20,000 jobs.  This legislation would only compound the job loss.
Housing advocates estimate construction cost increases from 25 to 35% which would mean significant decreases in affordable housing production. In addition, the application of prevailing wage to J-51 and other programs would result in rent increases.

Prevailing wage based public construction rules have never been applicable to low-rise residential construction aided by modest tax subsidy or SONYMA bonds. FHA financing for home construction does not involve the Federal Davis-Bacon prevailing wage determination system. Increasing labor costs in Albany simply lowers these ceilings and effectively negates subsidies with the net result that there would be no affordable workforce housing. This bill flies in the face of any interest in creating affordable workforce housing and would further cripple the residential construction industry.
For the foregoing reasons, it is respectfully requested that the subject bill be defeated.

Respectfully submitted,
WHITEMAN OSTERMAN & HANNA LLP
Legislative Counsel for the New York State Builders Association
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