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THE COUNCIL

BRIEFING PAPER OF THE INFRASTRUCTURE DIVISION

ROBERT NEWMAN, LEGISLATIVE DIRECTOR

SUBCOMMITTEE ON PUBLIC HOUSING

Hon. Rosie Mendez, Chair

June 12, 2006

Oversight – NYCHA’s Seven Point Plan to Preserve Public Housing.

I.  Introduction
Today the Subcommittee on Public Housing, chaired by Council Member Rosie Mendez, will hold a hearing on the New York City Housing Authority’s (NYCHA) Plan to Preserve Public Housing. 

II.  Background

NYCHA is the largest public housing authority in North America with 344 developments spread throughout the City.
 Nearly 415,000 authorized residents live in almost 180,000 apartments. These numbers represent 8.6% of the City’s rental apartments and 5.2% of the City’s population.
 The majority of developments are almost evenly distributed in Manhattan (with 103), Brooklyn (with 101) and the Bronx (with 98), while Queens has 26 developments and Staten Island has 11.
 Currently, there are approximately 135,000 families on the waiting list for an apartment.

Most families that live in NYCHA public housing pay no more than 30% of their family income for rent. The average family income for NYCHA tenants is approximately $19,500 and the average rent is $320 per month.
 Over one-third of the tenants are senior citizens and forty-two NYCHA developments are for seniors only.
 NYCHA also has roughly 7,500 apartments that are retrofitted for families with members who are mobility impaired. Further, nearly “17% of NYCHA families are on public assistance,” and “Social Security, SSI, a pension, Veteran’s benefits” or a similar program “support 41.1% of the families.

III.  NYCHA’s Seven Point Plan to Preserve Public Housing

In mid-April 2006, NYCHA formally announced its complete proposal to close a budget gap of $168 million.
  The proposal comprised a seven-point Plan to Preserve Public Housing (PPPH) that was distributed to all tenants.  NYCHA additionally held town hall meetings in all five boroughs in May and held a public hearing on the PPPH on June 11th.
 

The current budget deficit is the result of rising pension, healthcare and utility costs, diminished federal funding for approximately 90% of operating costs (the Federal government in the past had funded 90% of NYCHA’s operating costs) and NYCHA’s governmental responsibility to maintain 21,000 unsubsidized units (which account for half of NYCHA’s current budget gap).
’
 

The PPPH attempts to eradicate NYCHA’s budget deficit by fiscal means such as one-time City aid of $100 million, increasing rents for the 27% of residents who pay “ceiling rents” (which are rents paid by middle to moderate income residents based on household size and income), using the Federal Section 8 program to pay for the cost of operating the City and State units, implementing technological improvements, increasing fees paid by residents for services such as parking and washing machines, transferring underutilized land on NYCHA developments to the Department of Housing Preservation and Development (HPD)  and seeking permission from the Department of Housing and Urban Development (HUD) to enroll in the Moving to Work program in order to combine funding streams.
  

A.  Point One: $100 Million Transitional Funding Allocation from New York City

In the Fiscal 2007 Executive Budget the Bloomberg Administration proposes to make a one-time $100 million payment to NYCHA’s operating budget.  The last time that the City provided a direct subsidy to NYCHA was in FY 2003.  NYCHA has said that without this payment severe cuts would have to be made to “social, educational, and job-training programs.”
  The subsidy from the City will need to be approved by the City Council. 
B.  Point Two: Capital Construction Program

The PPPH continues the Capital Plan funded mostly by HUD dollars.  Nearly 80% of NYCHA property is over 30 years old.  Since the program is mostly funded through bond proceeds and HUD capital dollars, the program is unaffected by NYCHA’s budget deficit.
 Most of the capital dollars will be spent on exterior renovations.
 

C.  Point Three: Target Rent Reforms 


Under the PPPH, rents will rise for approximately 27% of NYCHA’s 180,000 households who are currently paying ceiling rents and have an average income of $41,480.
 The rents for these apartments have not changed since 1989.
 NYCHA will not raise the rent on 73% of households whose average income is $11,587
.  The plan calls for an increase in ceiling rents of 10%, 20%, and 40% over two years for 27% of NYCHA’s households based on household income and household size.
  NYCHA expects these rent increases to generate $60.8 million per year by FY 2009 and approximately $14 million this year. 


The rent increases will occur gradually over a two- year period starting this year.  Residents with an average income of $29,119, less than 60% of the Area Median Income (currently $50,000 for a family of four), will see a rent increase on average of $25 per month in year one, an additional $27 per month increase in year two and will pay 23% of their income for their new monthly rent of $257.  Those with an average income of $41, 137 (income between 60% and 80% of AMI) who pay an average of $515 a month in rent will see an average increase of $52 per month in year one and an additional $57 per month in year two and will pay 18% of their income for their new monthly rent of $624. Residents with an average income of $67,367 (greater than 80% of AMI) who pay an average of $530 a month in rent will see an increase of $106 per month in year one and an additional $127 per month in year two and will pay 15% of their income for their new monthly rent of $763.
    


D.  Point Four: Using Section 8 to Subsidize Non-Federal Apartments

As stated above NYCHA has a governmental responsibility to maintain 21,000 unsubsidized units built by the City and State, both of whom no longer provide any direct subsidy to NYCHA.
 To close that gap NYCHA plans on using Section 8 as a funding stream to pay for operations costs for 8,400 of the 21,000 units.
   

In order to receive increased revenue for the City or State developments, NYCHA will offer enhanced Section 8 vouchers to current residents in City or State developments on a voluntary basis so that NYCHA will be able receive 70% of the market-rent from HUD.
 Eventually apartments that are vacated will be transferred to Project Based Section 8 program allowing NYCHA to receive 70% of the fair market monthly rent from HUD.
 

This new funding stream is expected to generate approximately $4 million in new revenue for FY 2006 rising to $66 million by FY 2009.

E.  Point Five: Improving Resident Services

To reduce costs and improve services, NYCHA plans to make several technological changes.

First, the Centralized Call Center (CCC) that is currently operational in Staten Island and Queens will undergo a technological change that will enable every NYCHA tenant’s records to be stored electronically.

Secondly, NYCHA will decentralize painting and elevator operations so that resources will be closer to the developments, allowing personnel to make more service calls during the day.

Third, NYCHA will engage the Computerized Heating Automated System (CHAS), enabling property managers to pin-point heating problems before they occur. This system will allow for remote monitoring by computer.  NYCHA hopes to implement CHAS in 2,100 buildings by 2008.
 

Fourth, NYCHA will recruit community-based organizations to manage the Community Centers, which will allow NYCHA to reduce costs by being able to reduce staff since NYCHA staff will no longer manage the Centers.

Fifth, selected management offices will be merged to reduce costs.  At those developments without a main office, a satellite will be staffed for a savings of $1.3 million in 2006.
 NYCHA has not said how they will decide which management offices to merge.

Lastly, NYCHA plans on continuing to reduce staff through attrition reduce the administrative costs of the capital program and implement computer infrastructure savings.

NYCHA expects these changes to save $20 million starting in FY 2008.
  

F.  Point Six Maximizing Other Revenue Streams:

NYCHA is seeking to find new revenue sources by transferring underutilized land to HPD to be used for the construction of new affordable housing under the Administration’s New Housing Marketplace Plan, expanding the leasing of commercial space at NYCHA developments at market rates and increasing the fees paid by residents.
 

Two examples of underutilized land that are expected to be developed into affordable housing are located at the Harborview Development in Hell’s Kitchen and at Chelsea-Elliot and Fulton developments in Chelsea.  NYCHA will work with HPD on the development at Harborview that will create 155 affordable units and the developments in Chelsea will see an additional 228 affordable units.
  Some of the units may be set-aside for current NYCHA residents or those on the Section 8 waiting list.
 

NYCHA has proposed raising the monthly fees for the use of certain resident-installed appliances. The proposed utility cost increases are for air conditioner units (from $7.00 to $10.00 per month), freezers (from $8.00 to $10.00 per month), dishwashers (from $3.00 to $5.00 per month) and washing machines (from no charge to $5.75 per month).

NYCHA has raised parking fees with the increases already taken effect on April 1, 2006.
 NYCHA currently has 21,000 parking spaces throughout the City.
 The fee for a general parking sticker was increased from $5.00 to $75.00 per year for NYCHA residents and $150 per year for non-residents, who are allowed to park their to generate revenue for NYCHA.  Seniors and disabled residents will be afforded a 10% discount and will be charged $67.50.
 NYCHA has also instituted a $20.00 monthly charge for reserved outdoor parking spaces for residents ($35.00 for non-residents), and a $35.00 monthly charge for indoor parking spaces for residents ($75.00 for non-residents) 

There are dozens of sales and service fees that will take affect due to damage caused by the resident. Some examples of NYCHA’s proposed changes to those fees include: bathroom sinks (from $296.38 to 343.84); bathtub handles (from $18.16 to $29.25); shower heads ($31.90 to $47.26); apartment entrance doors ($372.64 to $620.36) stoppage, or unclogging ($15.79 to $22.52); heating valves ($36.90 to $89.26); oven wire harness ($0 to $32.86); oven panels ($46.69 to $70.52); apartment door key duplication ($3.50 to $14.85); mailbox doors plus lock ($36.70 to $53.26); after hours elevator pit retrieval of keys (from no charge to $50.00); after hours lockout service (from no charge to $50.00) and lockout service during normal hours (no change – actual cost including travel time); medicine cabinet (the cost of a complete replacement remains at $67.00 while there is an increase for parts, such as mirrors and brackets).

NYCHA expects to generate $10 million this fiscal year from the increased fees and the new developments.
 No specific mention of what exact fees NYCHA will generate from the transfer of land to HPD is available.

G.  Point Seven: Moving-to-Work Application


NYCHA hopes to be accepted into HUD’s Moving-to-Work (MTW) program.  The MTW program would allow NYCHA to seek relief from unfunded mandates, e.g. the Community Service Requirement (CSR), and to combine federal funding streams.
 Currently, NYCHA is required by Federal statue to administer the Community Service Requirement but does not receive additional funding from HUD.


NYCHA has promoted the MTW plan, as a money saving idea that would allow for them to better utilize federal funds to meet their needs and provide needed supportto residents. Additionally, a formal plan will be developed by NYCHA upon acceptance and they will hold public hearings.


NYCHA estimates that if they are admitted to MTW approximately $39 Million will be raised in FY 2006 though no specific documentation of how the savings would materialize is available.


IV.  Criticisms and Concerns

Residents, tenant advocates, and many elected officials, including Council Members, are extremely concerned about the proposed rent increases, many (or all) of the proposed fee increases themselves; as are various at-risk groups, such as seniors on fixed incomes, disabled persons and residents on public assistance, who are not in a position to afford any fee increases. Residents, tenant advocates and elected officials are also concerned about the Moving-to-Work Program since other Housing Authority’s have instituted time limits on how long a resident may remain in public housing, requested changes in the formula by which rents are calculated, and have decreased their stock of affordable housing by removing developments from their jurisdiction.

Residents, tenant advocates, and many elected officials are concerned with the implementation of the rent increases over a short period of time.  Many would like for NYCHA to give special consideration to households with high medical, childcare, or tuition costs.  To ease the economic strain on these households, some believe NYCHA should also consider phasing in ceiling rent increases over a longer period of time and at a substantially lower percentage. 

Finally, residents, tenant advocates, Council Members and other elected officials are dismayed that NYCHA’s plan to use Section 8 as a funding stream which will deny many families who have been on the waiting list a chance to receive a voucher. 
V.  Conclusion

The purpose of this hearing is to continue gathering information with respect to how NYCHA intends on implementing their Plan to Preserve Public Housing.  The Council intends to explore their impacts and minimize any adverse consequences that may result from the Plan to Preserve Public Housing, especially upon those NYCHA residents who are most vulnerable. To effectuate this goal, the Committees expect to hear testimony from NYCHA tenants and officials, advocacy groups, such as the Legal Aid Society and the Community Service Society, and tenant associations, such as PHROLES (Public Housing Residents of the Lower East Side), the NYC Public Housing Resident Alliance and Community Voices Heard.

� See NYCHA’s Fact Sheet, available at � HYPERLINK "http://www.nyc.gov/html/nycha/downloads/pdf/factsheet.pdf" ��http://www.nyc.gov/html/nycha/downloads/pdf/factsheet.pdf�. Last accessed on June 7, 2006. 


� See Id.


� See Id. 


� See Id. 


� See Id.


� See Id. 


� See Id.


� See Testimony by Tino Hernandez, NYCHA Chairman, before the Committee on Housing and Buildings’ and Subcommittee on Public Housing’s preliminary budget hearing, held 8 March 2006 at page 231 of transcript. NYCHA’s plan to increase fees later incorporated into the PPPH was announced in mid-February.


� NYCHA’s Plan to Preserve Public Housing can be found on its website, at � HYPERLINK "http://www.nyc.gov/html/nycha/html/about/ppph.shtml" ��http://www.nyc.gov/html/nycha/html/about/ppph.shtml�.


� See Id, at pages 230-243. 


�According to Douglas Apple, NYCHA’s General Manager, “These [21,000 units] were built usually in the fifties and sixties, some a little earlier, some a little later, with City and State funds. The federal government never really even recognized them, but they were treated here in New York, the public housing, the same as all those units built with federal funds.” These units do not receive any subsidy from the City or State.  See Id.


� See NYCHA’s Plan to Preserve Public Housing, page 4.


� See Testimony by Tino Hernandez, NYCHA Chairman, before the Committee on Housing and Buildings’ and Subcommittee on Public Housing’s budget hearing, held May 23, 2006


� See NYCHA’s FY 06 Budget Summary that can be found on its website, at � HYPERLINK "http://www.nyc.gov/html/nycha/downloads/pdf/fy2006-budget-summary.pdf" ��http://www.nyc.gov/html/nycha/downloads/pdf/fy2006-budget-summary.pdf�


� See Id page 32.


� Ceiling rents were instituted in 1989 to ensure that public housing mixed-income community.  The rent is based on apartment size. Those who do not pay ceiling rents in NCYHA developments pay 30% of their income towards their monthly rent.  


� See Testimony by Tino Hernandez, NYCHA Chairman, before the Committee on Housing and Buildings’ and Subcommittee on Public Housing’s budget hearing, held 23 May 2006


� See NYCHA’s FY 06 Budget Summary page 19.


� Previously NYCHA had calculated ceiling rents using apartment size only.


� See Id page 20.


� See NYCHA’s FY 2006 Budget Book that can be found on its website at, � HYPERLINK "http://www.nyc.gov/html/nycha/downloads/pdf/fy2006-budget-book.pdf" ��http://www.nyc.gov/html/nycha/downloads/pdf/fy2006-budget-book.pdf�


� Section 8 is a Federal program that allows low-income families to live in market rate housing and pay 30% of their income for rent.


� NYCHA will receive 3,400 enhanced vouchers from the New York City Department of Housing Preservation and Development (HPD).  The remainder will come from NYCHA’s existing stock. Enhanced vouchers allow residents to use the Section 8 program anywhere in the country.


� A Project Based Section 8 voucher is not portable.


� See NYCHA’s FY 06 Budget Summary page 14.


� See NYCHA’s Plan to Preserve Public Housing, page 6.


� See NYCHA’s FY 06 Budget Summary page 56.


� See NYCHA’s FY 06 Budget Summary page 20.


� See NYCHA’s FY 06 Budget Summary page 56.


� See NYCHA’s FY 06 Budget Summary page 14.


� See Testimony by Tino Hernandez, NYCHA Chairman, before the Committee on Housing and Buildings’ and Subcommittee on Public Housing’s budget hearing, held 23 May 2006


� See Hudson Yards Points of Agreement Page 4.


� See West Chelsea Points of Agreement Page 2.


� See NYCHA Housing Journal, NYCHA Raises Parking Fees, March 2006. The March edition of the Housing Journal can be found at � HYPERLINK "http://www.nyc.gov/html/nycha/downloads/pdf/j06mare.pdf" ��http://www.nyc.gov/html/nycha/downloads/pdf/j06mare.pdf�. 


� Id.


� Id.


� See NYCHA’s FY 06 Budget Summary page 14.


� See Testimony by Tino Hernandez, NYCHA Chairman, before the Committee on Housing and Buildings’ and Subcommittee on Public Housing’s budget hearing, held 23 May 2006


� See Id.


� See NYCHA’s FY 06 Budget Summary page 14





PAGE  
11

_1079800928.doc
[image: image1.png]






