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OVERSIGHT:  Update on NYCHA’s 2006 Budget Issues

I.  INTRODUCTION

On January 10, 2007, the Subcommittee on Public Housing, chaired by Councilwoman Rosie Mendez, will hold an oversight hearing on an update of the 2006 budget issues at the New York City Housing Authority (“NYCHA”).  In particular, this hearing will focus on the actual 2006 budget as compared to the projected 2006 budget, including an update on the effectiveness of related programs initiated last year.  Those expected to testify at the hearing include representatives of NYCHA, 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 containing 2,691 buildings 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 allocations from the Federal, State and City government.
  NYCHA claims that approximately 20,000 of its apartments receive no Federal funding because they were originally built solely with City or State capital funding.
 

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 consists of 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 buildings 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.
  

III.   NYCHA’S 2006 BUDGET


In April 2006, NYCHA released its budget for Fiscal Year (“FY”) 2006.
 
  Along with the proposed budget, which is separated into an operating budget and a capital budget,
 NYCHA also issued its Financial Plan for FY 2007 to FY 2009.
  The budget proposed to balance NYCHA’s $2.7 billion expenditures with $2.7 billion in revenues for FY 2006 and the fiscal plan proposed to close a budget gap of $168 million,
 which NYCHA claims resulted from a decrease in federal and state funding.  The City’s Independent Budget Office (“IBO”) reported that the “[t]otal federal subsidies for public housing (all sources) have decreased 6 percent since 2001.  The drop in subsidies is a reflection of lower federal appropriations, rather than a declining need.”
  Additionally, NYCHA claims financial hardship because the State and City no longer fund the operating costs for the units originally financed by them.
  However, in 2006, the City allocated $100 million in a one-time payment to NYCHA’s operating budget and the City Council fought for an additional $20 million to enable approximately 3,000 families on the NYCHA waiting list to use federal vouchers for public housing.

In 2006, the IBO also reported that “Over 90 percent of NYCHA’s operating revenue comes from four sources: Section 8 Voucher payments . . ., federal public housing operating subsidies . . ., rent paid by tenants . . ., and transfers from the public housing capital budget for personnel working on capital projects and related costs.”
  Some of NYCHA’s largest expenses, such as personal services and employee salaries and wages and utility costs, have increased significantly and were projected to continue to rise in 2006.  To address some of these budgetary concerns and to close the gap of $168 million, in 2006, NYCHA introduced a Seven Point Plan to Preserve Public Housing (“PPPH”) along with its 2006 Budget and Financial Plan.
  The PPPH is discussed below.


A.  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 11, 2006.
 

The PPPH attempts to eradicate NYCHA’s budget deficit by fiscal means such as: 1) the one-time City aid of $100 million; 2) 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); 3) using the Federal Section 8 program to pay for the cost of operating the City and State units; 4) implementing technological improvements; 5) increasing fees paid by residents for services such as parking and washing machines; 6) transferring underutilized land on NYCHA developments to the Department of Housing Preservation and Development (HPD); and 7) 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.
  

On June 12, 2006, the Subcommittee held a hearing reviewing the various aspects of the PPPH.
  Today, the Subcommittee is looking forward to an update from NYCHA, residents, and tenant advocates on some of the programs from the PPPH that were implemented in 2006, including the rent increases, status of the Section 8 subsidizing initiatives, technological changes, efforts to maximize other revenue streams, and NYCHA’s moving to work application.

B.  Fee Increases


Under the PPPH, rents rose for approximately 27% of NYCHA’s 180,000 households who previously paid ceiling rents and have an average income of $41,480.
 The rents for these apartments had not changed since 1989.
 NYCHA stated that it would 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 expected these rent increases to generate $60.8 million per year by FY 2009 and approximately $14 million in 2006. 


The rent increases were to occur gradually over a two- year period starting in 2006.  Residents with an average income of $29,119, less than 60% of the Area Median Income (“AMI”), which currently is approximately $50,000 for a family of four, saw a rent increase on average of $25 per month in year one, will see 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 saw an average increase of $52 per month in year one, will see 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 saw an increase of $106 per month in year one, will see an additional $127 per month in year two and will pay 15% of their income for their new monthly rent of $763.
    


C.  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 which 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 operational costs for 8,400 of the 21,000 units.
   

In order to receive increased revenue for the City or State developments, NYCHA has already begun to reach out to tenants regarding offering 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.
 According to NYCHA, eventually apartments that are vacated will be transferred to the Project Based Section 8 program allowing NYCHA to receive 70% of the fair market monthly rent from HUD.
 

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

D.  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 should enable every NYCHA tenant’s records to be stored electronically.  Second, NYCHA expected to 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 plans to 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 were to 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.
  

E.   Maximizing Other Revenue Streams:

NYCHA is further 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 were 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.
 

F.   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, 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 support to resident.  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.
  Advocates oppose the plan because if it were to come into effect, NYCHA would have more flexibility in how to spent its budget, but would not be subject to the current requirements imposed by the federal government.  In other cities, this has reportedly lead to the destruction and privatization of public developments.

IV.  2006 CAPITAL BUDGET STRUCTURE

In addition to its operating budget, NYCHA has a capital budget that consists of an annual budget for capital expenditures and a four-year financial plan for the renovation and modernization of its developments.
  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 FY 2006.   The four-year financial plan forecasts expenditures in future years, in part, 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 FY 2006 capital revenue budget included over $301 million from HUD’s Capital Fund Program (44% of total revenue budget).  

NYCHA also participated in HUD’s Capital Fund Financing Program (“CFFP”) in FY 2005, which facilitated 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 proceeds reflect 43% of the Capital Budget.

NYCHA also received 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 $33.2 million to NYCHA for capital improvements at State developments throughout the five boroughs.  The City has also committed over $58 million to finance various capital projects in FY06.  These funds go towards capital work at those developments that were developed by the City and/or State and are not covered by federal funding.  In FY 2006, NYCHA also used a total of $74 million from its capital budget in reimbursement expenditures to fund personal services originally charged to NYCHA’s operating fund.

V.  RESIDENT CONCERNS


Public Housing residents have expressed concern that the lack in federal funding country-wide is an all out attack on public housing and that the “federal government is trying to get out of the business of public housing [by] . . . encouraging privatization, pushing the financing responsibilities onto state and city governments, and even promoting legislation to make it easier to evict public housing residents.”
  Reportedly, “Public housing programs around the country are in crisis as units are being destroyed, there is insufficient funding for maintenance of existing buildings, and there is a moratorium on erecting new buildings.”
  Many tenants are also concerned that various aspects of NYCHA’s Financial Plan will adversely affect them.  For example, many tenants have expressed anger at having to pay a significantly larger amount of money each month when they suffer from poor living conditions.
  One resident was going to have increases imposed even though her apartment was repeatedly flooded through sewage backups causing her walls to crumble.
  Many advocates also feel that the burden of closing the deficit should not fall on the poor and those for whom it will be most difficult to meet this economic imposition.

VI.  SUBCOMMITTEE ISSUES AND CONCERNS

The Council is concerned with NYCHA’s budget deficit because it has already begun to adversely affect the residents.  The Subcommittee is particularly concerned that NYCHA be able to meet its fiscal needs in a manner beneficial to tenants and employees, as well as the agency itself.  Therefore, the Subcommittee is interested in learning about NYCHA’s actual budget in 2006 as compared to its proposed budget with a view towards 2007.
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