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Oversight:  The Shelter Allowance Increase​​—How Will it Affect NYCHA’s Budget?

I.  Introduction
On September 20, 2007, the Subcommittee on Public Housing, chaired by Councilwoman Rosie Mendez, will hold an oversight hearing on how the recent increase in the shelter allowance will affect the New York City Housing Authority’s (NYCHA or Authority) budget.  Specifically, the Council intends to explore the impact of this revenue increase on NYCHA’s Budget and Four-Year Financial Plan.  The Subcommittee expects to hear testimony from NYCHA officials, residents, advocates, and other interested parties. 
II.  New York City Housing Authority Background

NYCHA is the largest public housing authority in North America with 343 developments containing 2,653 buildings spread throughout the City.
  Nearly 410,000 authorized residents live in almost 180,000 apartments.  These numbers represent 8.4% 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 100) and the Bronx (with 98), while Queens has 26 developments and Staten Island has 10.
  Currently, there are approximately 136,000 families on the waiting list for an apartment.
  The various developments are funded by allocations from the Federal, State and City governments.
  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 $20,900 and the average rent is $336 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 40% of the families.”
  Approximately 38.7% of the NYCHA population consists of persons under the age of 21, and about 32.2% are minors under the age of 18.
 

III. The Shelter Allowance

Under the federal Personal Reconciliation and Work Responsibility Act of 1996, the federal government grants States the option to develop a monthly allowance for shelter for families receiving benefits under the Temporary Assistance for Needy Families (TANF) program.
 New York State, in addition to the regular grant made available through TANF, makes a separate grant to property owners payable by the Office of Temporary and Disability Assistance (OTDA). 
  Currently, NYCHA receives less in the shelter allowance than private owners.

On August 15, 2007, Governor Elliot Spitzer signed Chapter 598 of the Laws of 2007, which will, according to NYCHA, provide an additional $47 million in revenue for the Authority when it is fully phased in during Fiscal Year (FY) 2009 and approximately $26 million in revenue during FY 2008.
  Due to NYCHA’s deficit, Council Members, State elected officials, advocacy groups and NYCHA strongly urged Governor Spitzer to approve the increase in the shelter allowance to allow NYCHA to receive the same shelter allowance as private owners.


Specifically, Chapter 598 of the Laws of 2007 amends Section 131(a) of the Social Services Law by increaseing the amount of payment received by NYCHA as an owner that houses TANF recipients.  Effective immediately, for federal, state, or city public housing, this shelter allowance must either be determined by OTDA regulations for all housing either private or public, or, determined by a new amount specific to NYCHA, or, equal to fifty percent of the maximum shelter allowance for non-public housing located in the same county.  This means that NYCHA will receive a greater shelter allowance in FY 2008, but the new shelter allowance will be phased in over NYCHA’s next two fiscal years and will not fully take affect until FY 2009.
  Beginning on August 15, 2008, the maximum shelter allowance shall be the highest of one of three possibilities: 1) the shelter allowance pursuant to OTDA regulations; 2) a new amount specific to NYCHA that will be determined by OTDA regulations; 3) seventy-five percent of the maximum shelter allowance for non-public housing located in the same county.  On August 15, 2009, the maximum amount of the shelter allowance shall be the same amount as for non-public housing.

IV. 2007 Budget and Financial Plan

On May 31, 2007, the Subcommittee conducted an oversight hearing on NYCHA’s 2007 Budget and Financial Plan.
  According to NYCHA’s Fiscal 2007 Budget and Four-Year Financial Plan, the proposed operating budget for FY 2007, which coincides with the calendar year, is $2.76 billion.
  Although NYCHA was able to balance its FY 2006 budget, the four year financial plan foresees a budget gap of $225 million in FY 2007, approximately $198 million in FY 2008, and approximately $225 million each in FY 2009, 2010 and 2011.  The Subcommittee is interested in learning how, if at all, the additional funding NYCHA is going to receive through the increase in the shelter allowance will affect its budget deficit and budget-balancing plan.  Below is a summary of the current budget gap as outlined in the May 30th Report of the Subcommittee.

A. Fiscal Year 2007 Budget Gap
  
Reduced Federal Funding: Based on the level of congressional appropriations, NYCHA anticipates being reimbursed by the federal government for only 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 FY 2006 budget gap, NYCHA initiated rent increases to 27% of its residents, which was subject to HUD approval.  Since the process of obtaining approval from HUD took time, the implementation of the increases was delayed 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: Another component to NYCHA’s plan to close its deficit in FY 2007 included an application to HUD to transition unsubsidized units to Section 8, which would have resulted in $23.4 million in savings. 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 would like to use Section 8 as a funding stream to pay for operations costs for 8,400 of the 21,000 units.
   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, they are 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 allows 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. FY 2007 Budget Balancing Plan

On May 30, 2007, the NYCHA board adopted a budget plan that attempts to close most of the $225 million deficit.  However, this plan still shows a deficit of $51.6 million in FY 2007.  Below are the highlights of the initiatives and proposals to reduce the budget gap in FY 2007.

The Sale of NYCHA Owned land: NYCHA plans to identify underutilized land that it owns to be sold to the City that will in turn use the properties for low-to moderate-income housing.  NYCHA anticipates that the sale of land will generate approximately 6,000 units of affordable housing that will be developed by the City’s Department of Housing Preservation and Development (HPD) as part of the Administration’s New Housing Marketplace Plan.  NYCHA further anticipates that the sales generated from these sites will result in $50 million from the City.
  

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 intends to 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.
 

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.
 In previous fiscal years dating back to 2004, NYCHA has transferred  $70 million on a yearly average.

Workforce Reduction and Hiring Freeze: On May 30, 2007, NYCHA announced that beginning on October 1, 2007, they would reduce its workforce by 500 employees through layoffs and attrition, which should result in savings of $18 million in FY 2007.
 Some are worried about the effect of the layoffs on the delivery of services to NYCHA’s residents including the timeliness of repairs and maintenance services.
 

Additional Budget Balancing Initiatives: In addition to the major budget balancing proposals, NYCHA has also secured $3.4 million in a State subsidy that will be allocated to the fifteen State-built developments that have over 12,000 units.  NYCHA will also 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.  Some advocates are concerned that by using Section 8 funding in this way, New Yorkers who are already on NYCHA’s waiting list for a Section 8 voucher, will be forced to wait for a longer period of time.  This proposal, which is still under review by HUD, would generate $2.2 million in FY 2007.
   

V. Conclusion

The purpose of this hearing is to continue gathering information with respect to how NYCHA intends to use the increase in revenue for the shelter allowance to balance its budget.  The Council would like to explore the impact on the increase in revenue on the FY 2007 Budget and Four-Year Financial Plan, which includes layoffs to members of International Brotherhood of Teamsters Local 237 and other valuable NYCHA employees, and to see if any adverse consequences can be minimized, especially upon those NYCHA residents and employees who are most vulnerable.  To effectuate this goal, the Subcommittee expects to hear testimony from NYCHA board members, tenants, and advocacy groups, such as the Legal Aid Society and the Community Service Society, and tenant associations, such as Public Housing Residents of the Lower East Side (PHROLES), the NYC Public Housing Resident Alliance and Community Voices Heard. 
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� See 7 USC §2014 and §809 of the Personal Reconciliation and Work Responsibility Act of 1996.


� See Section 131(a) of the Social Service Law.
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� 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. Some advocates are concerned that using Section 8 funding in this way will adversely affect those currently on NYCHA’s Section 8 waiting list. 
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