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Introduction

On April 29, 2011, the Committee on Public Housing, chaired by Council Member Rosie Mendez, will conduct an oversight hearing on the New York City Housing Authority’s (NYCHA or the Authority) use of mixed financing to fund modernization and development plans.
On March 1, 2010, the Committee held an Oversight hearing on NYCHA’s Mixed-Finance Modernization Plan for the City and State Developments. At this hearing the Authority provided testimony relating to its proposed use of a Mixed Finance Modernization Plan to federalize 21 City and State Developments. Today’s hearing will act as a follow-up to the March 2010 hearing by providing NYCHA with the opportunity to update the Committee on the progress of the Modernization Plan. In addition to this update, the Committee hopes to hear testimony from NYCHA regarding new plans the Authority has to use mixed finance transactions to fund future modernization or development projects. The Committee expects to hear testimony from NYCHA officials and from NYCHA tenants, tenant associations, and representatives of advocacy groups, such as the Legal Aid Society, the Community Service Society and Public Housing Residents of the Lower East Side (PHROLES).
Background
NYCHA is the largest public housing authority (PHA) in North America with 334 developments containing 2,602 buildings spread throughout the City, 21 of which are operated pursuant to a “mixed-finance modernization” plan.
  Nearly 404,000 authorized residents live in almost 178,882 apartments.  These numbers represent 8.5% of the City’s rental apartments and 4.8% of the City’s population.
  The majority of developments are almost evenly distributed in Manhattan (with 102), Brooklyn (with 100) and the Bronx (with 90); while Queens has 26 developments and Staten Island has 10.
  Most families who 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 $23,091 and the average rent is $424 per month.
 42 NYCHA developments are for seniors only.
 
Federal Law and Regultations on Mixed-Finance Plans of Public Housing
In 1998 Congress enacted legislation that significantly changed the way public housing agencies (PHA) were to operate. Title V, Public Housing and Tenant-Based Assistance, the short title for which is the “Quality Housing and Work Responsibility Act of 1998” (QHWRA), was, according to Congress, intended to: 1) deregulate PHAs; 2) provide more flexible use of Federal assistance to PHAs; 3) facilitate the establishment and maintenance of mixed-income communities; 4) decrease concentrations of poverty in public housing; 5) increase accountability and reward effective management of PHAs; 6) create incentives and economic opportunities for residents assisted by PHAs to work and become self‑sufficient; 7) consolidate the Section 8 voucher and certificate programs into a single market‑driven program; 8) remedy the problems of troubled PHAs; and 9) replace or revitalize severely distressed public housing projects.
 This legislation was enacted in response to Congressional findings that there: 1) was a need for affordable housing; 2) the government had already invested over $90 billion in rental housing for low‑income persons; 3) public housing was plagued with problems; 4) the Federal method of oversight of public housing had aggravated the problems, and 5) public housing reform was in the best interests of low‑income persons.
  

Pursuant to federal regulations promulgated in accordance with QHWRA, PHAs may apply to the Department of Housing and Urban Development (HUD) to undertake mixed-finance transactions.
 Mixed financing allows a PHA to use a combination of private financing and public housing development funds to develop public housing units owned by an entity other than the PHA.
 
Mixed finance transactions undertaken by PHAs are regulated by federal law under the United States Code
 and the Department of Housing and Urban Development (HUD) Rules and Regulations.
 Before a PHA can move ahead with a mixed finance transaction, it must first submit a Mixed Finance Proposal (Proposal) to be approved by HUD. The Proposal sets forth an overview of the project by describing the participating parties, the proposed financing structure, and the development plans.
  In its Proposal a PHA must also certify long-term affordability by ensuring that the public housing units will remain available for use by low-income families for the amount of time required by law.
 According to the U.S. Code, housing developed with the assistance of federal capital development funds must be “operated under the terms and conditions applicable to public housing during the forty-year period that begins on the date on which the project becomes available for occupancy.”

NYCHA’s Mixed-Financed Projects

In March of 2010, HUD announced its approval of NYCHA’s request to implement a Mixed Finance Modernization Plan (MFMP). The MFMP was created to rectify the historic under-funding of the twenty-one City and State developments operated by NYCHA.
  Under the MFMP, NYCHA was to lease the land and sold the buildings of the twenty-one developments originally financed by the City or State of New York, to two separate limited-liability companies (LLC).
  A Housing Development Fund Corporation (HDFC) organized pursuant to Article 11 of the Private Housing Finance Law was created to oversee the developments.
  The members of the board of the HDFC are the Chairman of NYCHA and Authority board members. The proceeds of the sale were used to make a loan to the third-party entity for a portion of the modernization plans and NYCHA pledged funds that were appropriated to the Authority under the American Reinvestment and Recovery Act of 2009 (ARRA) as security for short-term ARRA-backed bonds.
 Additionally, long-term bonds were to be issued backed by the net operating income on units within the twenty-one developments that have been converted to Section 8.
  The proceeds of the bond sales would be used to rehabilitate the twenty-one developments by making capital improvements.

Generally, PHA’s are prohibited from developing new public housing units using federal funds.
 However, ARRA permitted PHAs to bring additional units into the federal public housing portfolio and receive full Federal funding so long as such units were developed using ARRA funding.
 Since the capital work of the State and City developments is deemed to be large-scale, non-Federal funds in addition to ARRA funds were required to undertake and complete the level of necessary capital work. 
As of March 2011, one year after HUD’s approval of NYCHA’s MFMP, capital work is being performed at all of the 21 developments, with 24 projects in progress, including 16 roof replacement and façade repair projects, 5 elevator rehabs, 2 building entrance upgrades, and 1 heating system upgrade.
  Seven of the projects are currently 95% or more complete. 

Issues and Concerns

The federalization of the 21 former State and City developments arose out of a unique set of circumstances related to the ARRA which required the use of a mixed finance transaction for the developments in question to qualify for federal funding. In other instances NYCHA has used a mixed-finance funding stream to develop new affordable housing units on NYCHA property where former conventional public housing once existed, including Markham Gardens in Staten Island. The Committee hopes to hear today from NYCHA regarding important lessons it has learned from the use of mixed financing in the federalization project, and any future plans it might have to use private funds for rehabilitation or development efforts in its other developments. 
� See NYCHA’s Fact Sheet, available at � HYPERLINK "http://www.nyc.gov/html/nycha/html/about/factsheet.shtml" �http://www.nyc.gov/html/nycha/html/about/factsheet.shtml� 


Additionally, see Report of the Council’s Committee on Public Housing, Oversight: The New York City Housing Authority’s Mixed Finance Modernization Plan, hearing held on March 1, 2010.
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� See H.R. 4194-59 Title V Public Housing and Tenant Based Assistance Reform §502.
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� See generally, 24 CFR §941. 


� See 24 CFR § 941(f). 


� 42 U.S.C § 1437. 


� 24 CFR § 941.  Other applicable governing laws and regulations include, New York State Public Housing Law, The Annual Contributions Contract, The Mixed-Finance Amendment to the Annual Contributions Contract, and The Mixed-Finance Guidebook.


� A complete list of the requirements for a mixed-finance proposal can be found at 24 CFR § 941.606.


� 42 U.S.C. § 1437.


� 42 U.S.C. § 1437g(3)(A).


� See NYCHA, Plan to Preserve Public Housing available at http://www.nyc.gov/html/nycha/html/about/ppph.shtml; NYCHA Fiscal 2009 Executive Budget Report available at 


http://www.nyc.gov/html/nycha/downloads/pdf/FY_2009_Budget_and_Four-Year_Financial_Plan_FINAL.pdf


� See NYCHA’s 2010 Revised Annual Plan available at http://www.nyc.gov/html/nycha/downloads/pdf/FY2010_AnnualPlan_Final.pdf.


� See Chapter 3 of the Laws of 2010 authorizing the sale of the 21 developments.  


� See NYCHA’s 2010 Revised Annual Plan available at://www.nyc.gov/html/nycha/downloads/pdf/FY2010_AnnualPlan_Final.pdf. http


� See NYCHA’s 2010 Revised Annual Plan available at http://www.nyc.gov/html/nycha/downloads/pdf/FY2010_AnnualPlan_Final.pdf.  NYCHA has converted some of the units within the City and State developments to the Section 8 program.


� See 42 USC 1437g (g)(3)(B)).


� See H. R. 1—100 Title XII of Division A of the American Recovery and Reinvestment Act of 2009.


� See New York City Housing Authority: Mixed-Finance Transaction Update, on file with the Committee on Public Housing.
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