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OVERSIGHT: NYCHA’s Capital Budget Structure, Modernization Projects, and Vacancy Issues

I.
INTRODUCTION

On November 28, 2006, the Subcommittee on Public Housing, chaired by Councilwoman Rosie Mendez, will hold an oversight hearing on modernization and vacancy issues in public housing developments.  In particular, this hearing will focus on the structure of capital financing, renovations in specific developments, the effect of projects on residents, and the possibilities of improving the process of modernizing NYCHA buildings.  Those expected to testify at the hearing include representatives of the New York City Housing Authority (“NYCHA”), Assemblymember Scott Stringer, housing advocates, tenant leaders, and other interested parties. 

II.
NEW YORK CITY HOUSING AUTHORITY

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 5.1% 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 138,000 families on the waiting list for an apartment.
  The various developments are funded by monies allotted from the federal government, the State or the City.
 

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 $20,100 and the average rent is $331 per month.
  Over one-third of the heads of households are senior citizens and 42 NYCHA developments are for seniors only.
  Further, nearly “16% 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.”
  Approximately 31.1% of the NYCHA population are minors under the age of 21, and about 32.7% are minors under the age of 18.

Almost two-thirds of the 2,691 residential edifices run by NYCHA are more than thirty years old and as any other buildings they require constant upkeep and improvements.
 In the past ten years, NYCHA has completed construction projects that total over $4 billion dollars.
  NYCHA reports that “[r]ecent capital projects have enabled NYCHA to repair and replace building systems, exteriors, interiors, landscaping, and community centers.”
  
III. 
NYCHA CAPITAL PROJECTS AND DEVELOPMENT (“CDP”)

The NYCHA Capital Projects and Development (CPD) department is responsible for implementing and devising all capital budget projects.  In a 2005 Audit, Comptroller William C. Thompson, Jr., reported  that “CPD was reorganized in March 2004.  Prior to March 2004, NYCHA had four departments that handles capital projects: the Construction Department, the Contract Administration Department, the Design and Capital Improvement Department, and the Technical Services Department.  Currently, CPD has two central units—Capital Projects Administration and the Office of Design—that provide services for six technical program units.”
  Capital Projects Administration procures services relating to architecture, engineering, and construction, and provides technical and administrative support on capital budget projects.  The Office of Design, on the other hand, deals with architectural and engineering services in-house.

IV.
CAPITAL BUDGET STRUCTURE


The NYCHA capital budget consists of an annual budget for capital expenditures and a four-year financial plan for the renovation and modernization of 344 developments containing 2,691 buildings throughout the five Boroughs.
  NYCHA’s buildings are on average 40 years old and therefore have significant capital needs.  NYCHA’s current four-year plan totals $2.2 billion with $692 million budgeted for Fiscal 2006 (“FY06”) (NYCHA’s fiscal year is the same as the calendar year).   The four-year financial plan forecasts expenditures in future years because the development of capital projects usually require extensive time before they are completed.
 

NYCHA’s principal source of funding for its capital expenses is the Department of Housing and Urban Development (“HUD”). Under HUD’s Capital Fund Program, funding allocations are made to Public Housing Authorities (“PHA”) throughout the country for the purposes of developing, financing, and modernizing public housing developments and for management improvements.  NYCHA’s FY06 capital revenue budget included over $301 million from HUD’s Capital Fund Program (44% of total revenue budget).  

NYCHA further participated in HUD’s Capital Fund Financing Program (“CFFP”) in Fiscal Year 2005 (“FY05”), which allowed for the borrowing of private capital through a two-phase $600 million bond issue by the New York City Housing Development Corporation (“HDC”).    The debt service on these bonds is to be paid from NYCHA’s Capital Fund Program allocation.  Of the $600 million total, $300 million is reflected in both the Fiscal 2005 and Fiscal 2006 capital budgets.
  For FY06, the bond reflects 43% of the Capital Budget.

NYCHA also receives capital funding from the City of New York and the State.  Through the New York State Division of Housing and Community Renewal (“DHCR”), the State has allocated in $33.2 million (5% of total revenue budget) to NYCHA for capital improvements at State developments throughout the five boroughs.  The City has also committed over $58 million (8% of total revenue budget) to finance various capital projects in FY06.  These funds go towards capital work at those developments that were developed by the City and State and are not covered by federal funding.  In FY 2006, NYCHA is also using a total of $74 million from its capital budget in reimbursement expenditures to fund personal services originally charged to it’s operating fund.

V.
MODERNIZATION PROJECTS

NYCHA reports the following capital budget highlights in 2006 for the following developments:

· Major Renovation at Randolph Houses
$40 million

· Bathroom  and Kitchen—Edenwald

$22.2. million

· Brickwork/Roofs at Johnson


$49.8 million

· Prospect Plaza




$48.5 million

· Major Renovation at Whitman/Ingersoll
$43.0 million

· Brickwork at Wagner



$22.0 million

· Brickwork at Washington 


$20.0 million

· Entrances at Albany Houses


$8.6 million

· New Community Center – Linden

$14.0 million

· Instantaneous Hot Water Heater

$23.1 million

· Computer Heating Automated System
$7.0 million

· Stairwell Re-finishing



$26.0 million
Further, NYCHA is using “[p]roceeds from the initial $300 million bond are being used to finance exterior brick work, roofing, major structural repairs, and other work necessary for the immediate preservation and stabilization of 340 buildings at 38 NYCHA developments across all five boroughs. Please see the complete listing of projects below.”
  These projects are listed on NYCHA’s website as follows:

· Development Name Borough Planned Construction Projects 

· Bronxdale Houses  Bronx Structural Repairs 

· Bryant Ave.-East 174th Street Bronx Brickwork 

· Highbridge Rehab - Nelson  Bronx Roofs/ Brickwork 

· Highbridge Rehab- Anderson Bronx Roofs/ Brickwork 

· McKinley Houses Bronx Roofs 

· Pelham Parkway Bronx Brickwork / Roofs 

· Teller Avenue-East 166th Street Bronx Brickwork  

· Twin Park West 1 & 2 Bronx Roofs 

· Various Developments Bronx Brickwork 

· West Farms Road Rehabs Bronx Brickwork  

· 303 Vernon Avenue Brooklyn Roofs 

· Bedford Stuyvesant  Brooklyn Roofs 

· Carey Gardens Comm Ctr Brooklyn Brickwork 

· Coney Island Site 8  Brooklyn Brickwork 

· Ralph Avenue Rehabs  Brooklyn Brickwork 

· Red Hook East Brooklyn Roofs/ Brickwork 

· Roosevelt II Brooklyn Roofs/ Brickwork 

· Surfside Gardens Brooklyn Brickwork 

· Various Developments Brooklyn Brickwork 

· Whitman Houses Brooklyn Brickwork 

· 500 W164th Street Manhattan Brickwork 

· Campos Plaza II Manhattan Roofs 

· Douglas Rehabs Manhattan Roofs/ Brickwork 

· Harlem River Houses Manhattan Brickwork 

· Johnson Houses Phase II Manhattan Structural Repairs 

· UPACA 5 Manhattan Roofs 

· Various Developments Manhattan Brickwork 

· Wagner Houses Manhattan Roofs/ Brickwork 

· Wald Houses Phase II Manhattan Structural Repairs 

· Washington Houses Manhattan Brickwork 

· Washington Hts Rehab I&II Manhattan Brickwork 

· Wise Rehabs  Manhattan Roofs 

· International Towers Queens Roofs 

· Ocean Bay Apts. Queens Brickwork 

· Ocean Hill Apts Queens Roofs/ Brickwork 

· South Jamaica I Queens Roofs 

· Various Developments Queens Brickwork 

· Woodside Houses Queens Roofs / Brickwork 

· Todt Hill Staten Island Brickwork 

· Various Developments Staten Island Brickwork

VI.
NYCHA’s CM/BUILD PROGRAM


As part of its improvement projects, due to pressure from advocates and construction trade unions, NYCHA initiated the Construction Manager Build Program (“CM/Build”) in 2003.  The stated purpose of CM/Build is to “improve the quality of construction projects and ensure that they are administered effectively and efficiently.”
  Under this program, NYCHA hires construction management firms to oversee major capital projects.
  These firms, which go through a pre-approval process, “are required to participate in a state-approved apprenticeship program to provide interested and qualified NYCHA residents which apprenticeships and a career ladder to construction trades jobs.”
  According to its website, NYCHA currently has seven contracts for CM/build services, which total more that $780 million.
  

The Subcommittee on Public Housing has held several hearings on modernization projects and, in particular, the CM/Build Program and NYCHA’s compliance with requirement under Section 3 of the Housing and Urban Development Act,
 which is a federal procurement policy through which individuals can obtain meaningful employment because “the Act and applicable regulations spell out a scheme of preferences for hiring and the awarding of contracts on HUD-assisted construction projects and all funding for public housing to directed in the area where the HUD-assisted public works is located.”
  The previous hearings show that NYCHA has sought to comply with the requirements of Section 3 through the CM/Build Program, but that advocates continue to believe that the majority of residents are not aware of Section 3 or the CM/Build Program and that there must be more outreach to NYCHA residents.
  Residents who wish to participate in the program must first complete a pre-apprenticeship program (or “PA Prorgam”), which at the time of the last hearing on this issue had not yet been implemented by NYCHA.
  Advocates were and are still concerned with the delay of the implementation of the program,
 and the Subcommittee has received reports that the CM/Build Program still fosters inefficiency and untimely completion of major repair projects.
VII.
VACANCY ISSUES


As a result of NYCHA’s various capital projects, residents are sometimes required to relocate for a period of time and apartments remain vacant for at least the duration of the renovations, but sometimes much longer.  On July 13, 2006, the office of Comptroller William C. Thompson, Jr., released an Audit Report stating that as of October 13, 2005, “approximately 2% of all NYCHA-managed apartments” are vacant and that 87% of these, which equals 3,073 apartments, are vacant, and therefore remain off the rent roll, due to capital improvements.
  In the Report, Comptroller Thompson also stated “The audit revealed that during the period reviewed, NYCHA generally did not have adequate control in place to minimize the length of time that apartments were held vacant for capital renovation purposes.  NYCHA did not have overall time budgets for completing renovations that addressed the need to minimize the amount of time apartments were kept off the rent roll.  As a result, these apartments remained vacant for longer periods than necessary.”
  The Report further concluded that “[t]he implementation of overall time budgets would have helped ensure that residents were not relocated for periods longer than necessary and would have helped helped make sure apartments are available in a more timely manner for applicants on waiting lists for public housing.  In addition, minimizing the amount of time that apartments were off the rent roll would have resulted in increases revenues due to additional rental income for NYCHA.”
  The Comptroller shared the Report with NYCHA, which generally agreed with the recommendations of the audit.


Previous to the Audit reported by Comptroller Thompson, Assembly member Scott Stringer also issued two reports relating to vacancies at NYCHA.  The first report was published in 2003,
 and another, as follow-up, in 2005.
  In the 2005 Report, Assemblymemeber Stringer’s key findings are as follows:

1) There is a 10% increase in the total number of public housing vacancies throughout New York City;

2) Eighty-one percent of vacancies are loner than one year, with some untils vacant as long as 13 years;

3) Since 2003, there has been a 30.5% increase of units vacant more than 5 years and a 117% increase of units vacant more than 9 years; and 

4) Annual revenue losses are over $18 million as a result of lost rent.

As of early 2005, the highest number of vacancies in each borough are further broken down by development as follows:

1) Brooklyn: Ingersoll with 333 vacancies;

2) Bronx: Morris heights Rehab with 139 vacancies;

3) Manhattan: Vladeck with 518 vacancies;

4) Queens: Ocean Bay Apartments in Bayside with 339 vacancies; and 

5) Staten Island: Markham Gardens with 224 vacancies.

At the time the Report was issued, none of the $300 million bond issue was allotted to any of the afore-listed developments.
  Assemblymember Stringer stated that “[m]ost of the gutting and rehabilitation of developments mentioned by the City to date not only fails to address current vacancies, but creates new ones.”

VIII.
RESIDENT CONCERNS


Although some residents have expressed satisfaction with NYCHA’s modernization efforts, others have complaints relating to lack of services both in preparation of and during the improvements.   For example, some tenants have complained of no elevator service, which greatly impacts individuals with physical disabilities, lack of notice of reduction in services, and inadequate or no reimbursement for relocation expenses.
  Reportedly, to assist some of the tenants that are elderly or have disabilities, NYCHA has installed “stair-climbers,” which are “$6,000 motorized chairs that go up and down stairs.”
  However, residents say that the chairs are dangerous and operational only between the hours of 9:00 a.m. to 3:00 p.m., which leaves many of them stranded in their apartments for most of the day.

IX.
ISSUES AND CONCERNS

The Subcommittee is concerned about up keeping and modernizing public housing buildings timely, efficiently, and without unnecessary disruption to resident lives.  Further, the Subcommittee is aware of NYCHA’s general budget deficit and the possibility of gaining revenue through renting some of the vacant apartments, as well as housing more families in need of affordable and low-income housing.  Simultaneously, the Subcommittee recognizes that some apartments should remain vacant while work is ongoing so that displaced tenants will have a place to which to return.  Therefore, the Council through the Subcommittee is interested in learning about NYCHA’s policies regarding completing capital projects in a timely manner, and in ensuring that tenants are not inconvenienced, uprooted or permanently displaced.
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