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OVERSIGHT:  NYCHA's 2007 Budget and Financial Plan
I.
INTRODUCTION

On May 31, 2007, the Subcommittee on Public Housing, chaired by Councilwoman Rosie Mendez, will hold an oversight hearing on the New York City Housing Authority’s (NYCHA) 2007 budget and financial plan.  NYCHA’s fiscal year, which is based off the calendar year, begins on January 1st and ends on December 31st.  This hearing, in particular, will focus on how NYCHA intends to close its budget gap for 2007, including an update on its gap closing initiatives from last year.  Those expected to testify at the hearing include representatives of NYCHA, housing advocates, tenant leaders, and other interested parties. 

II.   
NYCHA’S 2006 BUDGET ISSUES 

NYCHA’s Fiscal 2006 operating budget approved by its board totaled $2.68 billion.  Approximately $751 million of this total was expected to be spent on Section 8 payments while the remainder is for the operation of the developments including salaries, fringe benefits, utilities, supplies and equipment, maintenance contracts, and various payments to the City.  In addition, NYCHA reported last year that it faced a budget gap of more than $182 million for Fiscal 2006 and $170 million for Fiscal 2007.  This budget gap was primarily attributable to a decrease in federal and state funding and increases in operating costs.

A.  NYCHA’s Budget Gap and Budget Balancing Plan

In order to close its budget gap, NYCHA proposed a Plan to Preserve Public Housing (PPPH) which included a one-time payment from the City of $100 million, increasing rents for 27% of NYCHA residents, transitioning 8,400 non-federal apartments into the Section 8 program, collecting fees from private developers to build on NYCHA land, and seeking flexibility in the way it uses federal funds by becoming a “Moving to Work” (MTW) demonstration site, which is a HUD program designed to reduce costs by eliminating certain regulatory burdens and consolidating funding streams. 

Budget Balancing Plan as of April 2006 

The figures below represent the additional revenue NYCHA hoped to achieve.

	
	Fiscal Year 2006 
	Fiscal Year 2007

	City funding 
	$100,000,000
	

	Rent Increases 
	$14,547,000
	$37,719,000

	Section 8 Conversion 
	$4,470,000
	$23,244,000

	Development Fees
	$10,000,000
	$10,000,000

	Federal Funding Flexibility

(Moving to Work)
	$39,276,000
	$78,231,000


B. Results of NYCHA’s 2006 Budget Balancing Plan

· With the exception of the City’s payment and rent increases none of these initiatives have been implemented. Anticipated revenue from rent reform is not expected to be fully realized until Fiscal 2008. 

· NYCHA closed the Fiscal 2006 gap primarily through the use of its authority to transfer twenty percent of its capital grant to cover operating expenses.

III. 2007 BUDGET AND FINANCIAL PLAN 

According to NYCHA’s Fiscal 2007 Budget and Four-Year Financial Plan the proposed operating budget is $2.76 billion.  Although NYCHA was able to balance its 2006 budget, the fiscal 2007 budget and four year financial plan foresees a budget gap from FY 2007 to FY2011.  In FY 2007, the budget deficit will be $225 million as explained below.  

A. Fiscal 2007 Budget Gap  (Source: NYCHA’s FY 2007 Budget and Four-Year Financial Plan)
Reduced Federal Funding: Based on the level of congressional appropriations, NYCHA anticipates only being reimbursed by the federal government for 83% of its costs as opposed to the 90% rate budgeted in FY 2007.  According to NYCHA this reduction in federal funding will result in a gap of  $112.6 million.

Delayed Revenue from Rent Increases: As a component of its plan to close the 2006 budget gap, NYCHA initiated rent increases to 27% of its residents, which was subject to HUD approval.  The original proposal was to implement the rent increases in FY 2006, however the process of obtaining approval from HUD took time and therefore delayed the implementation, which did not take place until February 1, 2007.  As a result of this delay NYCHA will only receive $21.8 million in revenue of the $37.7 million originally proposed for FY 2007.  

Section 8 Conversion: NYCHA’s application to HUD to transition unsubsidized units to Section 8 was a major component of closing the FY 2007 budget gap, which would have resulted in $23.4 million in savings.  However these savings have not been realized since this proposal has not yet been granted approval from HUD.  

Collective Bargaining Increases and New Needs: The City of New York, which acts as the lead bargaining agency on behalf of NYCHA, recently entered into a collective bargaining agreement with District Council 37 employees union, which resulted in salary increases.  Since NYCHA is subject to the collective bargaining agreements entered into by the City, the Authority is responsible for $41.8 million in salary increases in FY 2007.  In addition, the NYCHA board approved new programmatic needs which includes hiring 38 staff to operate NYCHA’s new Centralized Call Center.  The new center will allow NYCHA residents the opportunity to call a hotline that will be available twenty four hours a day, seven days a week, to schedule appointments for routine maintenance work.   
Federal Funding Flexibility: NYCHA’s attempt to seek federal funding flexibility through the Moving To Work (MTW) program, which would have resulted in savings of $78.2 million in FY 2007 was not realized because the legislative proposal to increase the number of public housing authorities eligible for the program was not passed by Congress.  

B. Fiscal 2007 Budget Balancing Plan   (Source: NYCHA’s FY 2007 Budget and Four-Year Financial Plan) 

The NCYHA board adopted a budget plan that attempts to close most of the $225 million deficit.  However, the plan adopted by the board still shows a deficit of $51.6 million in FY 2007.  The following are the highlights of the initiatives and proposals to reduce the budget gap in FY 2007:

The Sale of NYCHA Owned land: NYCHA will identify development sites that it owns to be sold to the City that will in turn be used for low-to moderate-income housing.  NYCHA anticipates that the development sites will generate approximately 6,000 units of affordable housing that will be developed by the City’s Department of Housing Preservation and Development (HPD).  NYCHA anticipates that the sales generated from these sites will result in $50 million from the City.  

Capital Funds Transfer to Operating Budget: Under HUD capital funding rules, public housing authorities are allowed to transfer 20% of uncommitted funds from the capital budget to the operating budget.  NYCHA intends to transfer $100 million in FY 2007 from its capital budget to its operating budget to help close the gap. 

Workforce Reduction and Hiring Freeze: Beginning on October 1, 2007 NYCHA will reduce its workforce by 500 employees through layoffs and attrition, which will result in savings of $18 million in FY 2007.  

Additional Budget Balancing Initiatives: In addition to the major budget balancing proposals, NYCHA has also secured $3.4 million in State subsidy that will be allocated to the fifteen State-built developments that have over 12,000 units.  Moreover, NYCHA will continue to pursue approval from HUD to transition 8,400 public housing units in developments built by the City and State that currently receive no operating subsidy into the Section 8 program.  This proposal, which is still under review by HUD, would generate $2.2 million in FY 2007.   
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