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OVERSIGHT: “NYCHA’s Payments to the City”
I.
Introduction

On Wednesday, June 18, 2008, the Subcommittee on Public Housing, chaired by Council Member Rosie Mendez, will hold an oversight hearing on the New York City Housing Authority (hereinafter “NYCHA” or the “Authority”), entitled: “NYCHA’s Payments to the City.” 
NYCHA’s dire financial condition has been well documented.
  According to Authority’s Fiscal 2008 Preliminary Budget, the projected operating budget reflects a deficit of $170 million with similar gaps over the course of the next four years.
  The causes of such deficit have been identified as: chronic Federal underfunding by the Department of Housing and Urban Development (“HUD”); the cost of subsidizing 21 City and State developments; collective bargaining and pension obligations as a result of labor settlements; and payments to the City for certain services and gap closing proposals which have yet to be fully implemented.
  Today’s hearing focuses primarily on NYCHA payments to the City, why such payments are made and whether such payments factor into the Authority’s ongoing and continuing fiscal deficit.  The Subcommittee expects to hear testimony from NYCHA officials, residents, advocates, and other interested parties, such as the Legal Aid Society and the Community Service Society, and resident advocates such as Public Housing Residents of the Lower East Side (PHROLES), the NYC Public Housing Resident Alliance and Community Voices Heard.
II. New York City Housing Authority Background

NYCHA is a corporate governmental agency organized pursuant to law to provide low and moderate-income housing.
  The Authority is the largest public housing authority in North America, with 343 developments containing 2,636 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.
  As of March 2008, there were about 130,000 families on the waiting list for conventional public housing as well as an additional 145,000 families on the wait list for housing through the Section 8 program.
  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 $22,119 and the average rent is $362 per month.
 Over one-third of the heads of households are senior citizens and 42 NYCHA developments are for seniors only.
  Further, NYCHA reports that “14% of its families are on public assistance,” and “Social Security, SSI, a pension, Veteran’s benefits” or a similar program “support 40.6% of the families.”
  Working families are said to account for “45.4% of families.”
  Approximately 38.1% of NYCHA residents consist of persons under the age of 21, and about 32.2% are minors under the age of 18.
 

III.
NYCHA’s Payments to the City
A. Payments in Lieu of Taxes


All public housing projects are by State law exempt from real and personal property taxes levied or imposed by any taxing entity; however, a municipality may enter into an agreement with a housing authority to collect payment in lieu of taxes (“PILOT”).
  In lieu of such tax payments, Public Housing Law authorizes a City to (a) fix a sum which shall be paid to it annually by the Authority with respect to each project, (b) agree that the Authority shall not pay or be liable to pay any sum whatsoever with respect to a project or projects for any year or years; or (c) agree with the Authority to accept a fixed sum or other consideration.
  The law also authorizes a City to furnish other types of aid and assistance to the Authority.
  

NYCHA and the City entered into PILOT cooperation agreements (the “Cooperation Agreements”) beginning in 1949 which have been subsequently amended and supplemented but remain in effect.
 The Cooperation Agreements provide for the annual payment of a PILOT based on a formula of 10% of the annual net rent received from NYCHA developments “excluding vacancy and collection losses, management and brokerage commissions, Authority salaries and administration expenses, legal salaries and fees, janitorial salaries and expenses, fuel, cost of utilities, repairs, maintenance and replacements (but excluding depreciation), assessments, water rates, insurance, painting and decorating, and interest on loans.”
 Payments in lieu of taxes are due in equal semi-annual installments on the City’s tax payment installment dates.
 

The Cooperation Agreements also provide that the City will provide certain municipal services without charge (other than the PILOT charge) to the Authority, including but not limited to: “fire, police and health protection and services; school and educational services and facilities; street lighting, water supply and distribution facilities, sewer service and facilities, snow removal service, collection and disposal of garbage, trash and ashes; and [and that the City will] maintain in good repair and working order all municipal utilities and facilities provided by the City or provided by the Authority.”
  Under the terms of the Agreements, the Authority must pay for all of its lawful water charges and sewer rents in addition to its PILOT.
  Despite the terms of the Cooperation Agreements, it appears that NYCHA also pays separately for police services.
With respect to actual payments made by the Authority to the City, budget documents indicate that in Fiscal Years 2006, 2007 and 2008, NYCHA paid over $26 million, $21 million and $26 million respectively in payments in lieu of taxes.
  During the same time period, the Authority paid over $268 million for water and sewage services from the City’s Department of Environmental Protection and about $2.4 million for sanitation related services.
  Additionally, the Authority pays over $100 million annually for police protection and services to senior citizens (discussed more fully below).
B. New York City Police Department(“NYPD”) Subsidy
 Pursuant to a 1994 Memorandum of Understanding (“MOU”) between the New York City Housing Authority and the City of New York on the merger of the then New York City Housing Authority Police Department, which at the time provided police services at NYCHA projects, into the New York City Police Department, NYCHA makes an annual payment to the City for police services that are “over and beyond” ordinary and routine police services.  Such services include specialized units within dedicated “uniformed and plainclothes patrol services” to conduct patrols on bicycles; vertical patrols; narcotics enforcement; detectives services; administrative support, and other services performed under terms and conditions of federal and  New York State grants.
  During Fiscal Year 2008, NYCHA made a payment of approximately $73 million to the City for such services.

C. Department for the Aging (“DFTA”) Subsidy
 Pursuant to a 2004 MOU, NYCHA took financial responsibility for all 135 senior centers located on NYCHA property, with 43 of them run by NYCHA itself and 92 operated by DFTA.
  The Agreement requires the Authority to pay each center’s operating expenses; provide space for center’s activities (as well as alternative space if programs must be relocated due to renovations or repairs); provide centers with notice before entering premises unless there is an emergency situation; oversee capital and construction projects begun after July 1, 2003, and perform landlord-like duties, such as providing hot and cold water, extermination services, snow removal and repairs that are not the fault of DFTA or its contractors.
 Annually, NYCHA spends about $29 million to operate such centers.

IV.
 Conclusion

NYCHA currently pays over $200 million annually to the City of New York for certain services. The purpose of this today’s oversight hearing is to examine how such payments to the City affects NYCHA’s current and on-going budget crisis and the level of service the Authority receives from the City for such payments. 

� See NYCHA, Plan to Preserve Public Housing at http://www.nyc.gov/html/nycha/html/about/ppph.shtml; Fiscal 2009 Executive Budget Report available at http://www.nyccouncil.info/html/committees/committee_matters.cfm?committee_id=15&ltsbdkey=16.


� See NYCHA Fiscal 2009 Executive Budget Report available at http://www.nyccouncil.info/html/committees/committee_matters.cfm?committee_id=15&ltsbdkey=16.


� See Fiscal 2009 Executive Budget Report available at http://www.nyccouncil.info/html/committees/committee_matters.cfm?committee_id=15&ltsbdkey=16 and Testimony of Tino Hernandez, NYCHA Chairman, May 29, 2009. Joint Executive Budget Hearing of the New York City Council Committee on Finance, Housing and Buildings, Subcommittee on Public Housing on “FY 2009 Executive Budget.”


� Public Housing Law §401.


� See “NYCHA’s Fact Sheet,” available at http://www.nyc.gov/html/nycha/downloads/pdf/factsheet.pdf (revised as of March 31, 2008). 


� Id.


� Id. 


� Id.  Additionally, 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.


� See generally, New York City Housing Authority: FY 2006 Proposed Budget and Financial Plan, April 2006, pp. 51-55.


� See “NYCHA’s Fact Sheet,” available at http://www.nyc.gov/html/nycha/downloads/pdf/factsheet.pdf (revised as of January 1, 2008).


� Id. 


� Id.


� Id.


� Id.


� Public Housing Law §52.


� Id.


� Public Housing Law §99.


� Cooperation Agreement Between the City of New York and the New York City Housing Authority Relating to Federally-Aided Low-Rent Public Housing Projects to be Developed Under the Housing Act of 1949 (1949), Art. C (I) (B) and (C); Cooperation Agreement between the City of New York and the New York City Housing Authority (1965), Art. 3(b); Cooperation Agreement between the City of New York and the New York City Housing Authority (1977), Art. 3(b); Amendatory Agreement to Cooperation Agreements between the City of New York and the New York City Housing Authority (1978); Amendatory Agreement to Cooperation Agreements between the City of New York and the New York City Housing Authority (1991); Amendatory Agreement to Cooperation Agreements between the City of New York and the New York City Housing Authority (1994); Amendatory Agreement to Cooperation Agreements of July 1, 1977, as Amended, between the City of New York and the New York City Housing Authority (1996), on file with the New York City Council Subcommittee on Public Housing.


� Id.


� Id. 


� Id.


� Id.


� See Fiscal 2009 Executive Budget Report available at http://www.nyccouncil.info/html/committees/committee_matters.cfm?committee_id=15&ltsbdkey=16.


�Information provided by the New York City Council Finance Division.


� Memorandum of Understanding between the New York City Housing Authority and the City of New York on the Merger of the New York City Housing Authority Police Department and the New York City Police Department (1994),  pg. 7, on file with the New York City Council Subcommittee on Public Housing. 


� Information provided by the New York City Council Finance Division.


� See NYCHA available at http://www.nyc.gov/html/nycha/html/ccschtml/seniorcenters.shtml.


� See Memorandum of Understanding between the City of New York Department for the Aging and New York City Housing Authority (2003), on file with the New York City Council Subcommittee on Public Housing. 


 Subcommittee Briefing paper from the October 19, 2006 oversight hearing on “The State of Senior Centers in NYCHA Developments,” available at 


http://webdocs.nyccouncil.info/attachments/74988.htm?CFID=1283304&CFTOKEN=72095203.


� Information provided by the New York City Council Finance Division.
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