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In recent years NYCHA has proposed a growing number of dispositions of public
housing property to help raise the capital for modernization and preservation, and to promote
new, private residential development and construction of school facilities. Many of these plans
may have substantial merits and benefits. Qur concern is that the NYCHA planning process for
these dispositions is seriously flawed, with major gaps in resident involvement and public
transparency. As NYCHA dispositions accelerate we are in danger of standing by, unawares,
while larger and larger amounts of NYCHA property are transferred, without adequate
opportunity for public scrutiny or the voices of residents to be heard.

The prevailing standard of accountability for public housing authorities was set out in the
1998 federal Housing Act. It requires NYCHA to 1) each year issue a wriiten draft Annual Plan,
2} allow for public review for at least 45 days, and 3) hold a required public hearing on the plan.
Any NYCHA demolition/disposition plan is supposed to be included in its draft Annual Plan,
which is open to public comment. Yet some NYCHA proposals bypass this process. Examples
include the Prospect Plaza demolition in Brooklyn and Washington Houses disposition plan in
East Harlem, which the NYCHA Board recently approved on March 2%, 2011.

What are the problems? First, NYCHA can use its prerogative to designate the
demolition/disposition proposal a “minor amendment” rather than a “significant amendment” to
the Annual Plan. A minor amendment requires only cursory review by the Resident Advisory
Board (RAB) before being slipped into the Annual Plan. No written plan, no 45-day review
* process, no public hearing.

In the case of Prospect Plaza, the CCOP was presented with the demolition proposal in
late October 2009 only two weeks before the final Annual Plan was to be submitted to HUD.
And there was no evidence that Prospect Plaza residents, awaiting return to rehabilitated units,
were consuited. Under HUD regulations for “Section 18” demolition/disposition proposals,
resident consultation is required.

NYCHA did consult residents about the Section 18 disposition proposal for Washington
Houses. Again, it was submitted as a “minor amendment” to the 2010 Annual Plan, although it
involved the transfer of 29,000 square feet of land and150,000 square feet of transferrable
development rights. Total project costs to developers were estimated at $93 million for



construction of a new 87-unit residential building, 2 Harlem RBI Charter School, a new
community center, and replacement of lost parking space and a compactor/bulk storage area.
NYCHA was to receive $3 million one-time outlay for its property appraised at $4 million and
an option to purchase the residential building for one dollar at the end of the 15-year tax-credit
compliance period. Yet it was only a “minor amendment” slipped into the NYCHA, which
bypassed any public scrutiny beyond the immediate stakeholders.

This Washington Houses disposition appears to be an attractive plan to developers and
residents alike. And NYCHA did consult with residents at several meetings:

On October 5%, 2010, Commissioner Margarita Lopez and NYCHA staff met with the
Board of the Washington Houses Resident Association, In NYCHAs presentation
Commissioner Lopez explained the structure and importance of charter schools and how they
can benefit NYCHA children. She said she believed in the project and planned to support it, as
she asked for the Resident Association’s reaction. The Resident Board had no independent
technical advisors present, only the NYCHA Commissioner and staff to answer question.

On October 12%, 2010 Commissioner Lopez and NYCHA staff met with 50 Washington
Houses residents from the development’s 1,500 apartments. The announcement of the meeting
began: “NYCHA Commissioner Margarita Lopez invites you to a meeting... We will discuss
great improvements to your quality of life.” The residents and NYCHA can be credited that
residents received preferences for the new housing units, a 50-percent set-aside in the lottery for
the RBI Charter School, and a Section 3 training program for resulting construction jobs.
Question about whether NYCHA was getting fair value for the property, whether it should lease
or sell the property outright, never came up.

NYCHA then met with the Manhattan South District Council in December 2010 attended
by 21 TA Presidents. At the meeting Rose Bergin, District Chair, stated that Washington Houses
Resident Association and the residents at large had been informed of the project and intended to
support it. The Section 18 application does not indicate any further resident consultation with
the Citywide Council of Presidents (CCOP) the jurisdiction-wide Resident Council. Until the
NYCHA Board approved the Section 18 proposal, there was no public notice of the plan, and no
opportunity for review and comment.

We believe the NYCHA disposition planning process needs to be strengthened and
reformed to enable residentyto participate effectively and allow greater public scriitiny. “Several

issues are apparent:

1) NYCHA'’s casual designation of a disposition proposal as a “minor amendment” to its
Annual Plan allows it to transfer significant property assets over time without
adequate public awareness or scrutiny, simply by slipping the Section 18 proposal
into the Annual Plan.

We recommend that any Section 18 demolition/disposition proposal be
considered a “significant amendment” to the Annual Plan, requiring 45-day
review of a written plan and a public hearing.



2) NYCHA procedures and guidelines for “resident consultation” in planning for

“Section 18 demolition/disposition leave much to be desited.” Only directly affected
residents and stakeholders are consuited, through meetings of the Resident
Association, which can be poor attended and leave little time for resident deliberation.
The citywide resident council (CCOP) may have no opportunity to comment; they
may not even know about the planned disposition. Residents have no access to
independent technical resources to help them assess a complex disposition proposal
prepared by developer and NYCHA technical and legal staff. Consultation occurs
only between NYCHA and residents. If NYCHA is not a neutral party in the
planning, as was the case in Washington Houses, it cannot even-handedly inform or
advise the residents. in the consultation.

We recommend that NYCHA resident consultation include not only directly-
affected residents and the District Council, but also the CCOP. Disposition
policies and procedures crafted in one District affect the way they will happen in
every District.

We also recommend that a succession of resident consultations take place, so
that there is adequate time for residents to deliberate and mobilize a response.
Such consultations should be also facilitated by an independent party.

We also recommend that directly-affected residents be provided with access to
independent technical and legal resources to enable them to defend and pursue
their interests in a way that gives them more parity with the technical staff of
NYCHA and/or the developers.

NYCHA disposition plans can be expected to grow in number and size over the coming
years. As they do, we stand to sce public housing assets transferred, development by
development, one-by-one in discrete Section 18 dispositions, many of which may be designated
“minor amendments” and simply slipped into NYCHA’s Annual Plan without a murmur to the
broader resident constituency affected or to the concerned public. The disposition of valuable
public housing resources are a public matter, that call for greater transparency and
accountability.
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Chairwoman Rosie Mendez, -Members of the Committee, and to all Mémbets of
the City Couneﬂ: I am excited to be with you and to have the opportunity to’
discuss th‘e New York City Housing Authority’s (NYCHA) successful completion
of the federalizatioﬁ of the 21 developments built by the State and City of New
York; what fe_deralization means for the Authority and for our residents; and
NYCHA'’s current progress to rehabilitate and modernize these homes. I am
Carlos G. Laboy—D'iaz, NYCHA’s Deputy Generel Manager for Operations. And
joining me this morriing are senie‘r memBers of'NYCHA’s Operations team.
The last time NYCHA appeared before the City Council to discuss federalization,
_the conversation was one, of optimism and hope. Today, 1 am proud to report
that our optimism .has _Been affirmed and our hope has been fulfilled. With the
| sﬁpport of Mayor Michae] R. Bloomberg,. members of the City Council, the State
| Assembly and Senate, the United States Congress and the_ Department-of
Houeing and Urban Development (HUD), NYCHA succeséfully completed one of
the most innovative federalization plans in public housmg history by qualifying
them for ongoing federal capital and operatmg subsidies, as well as 1mmed1ate
. funds for rehab111tat10n and modernization work. Taken together, NYCHA will
receitre more than $400 million in public and pri{rate funding, the maj ority of

which will go to capital improvements that are now taking place and will continue




through 201#. What's more, federalization helped to alleviate a significant drain
on the Authority’s finances, allowing NYCHA to stop diverting vital resources—
nearly $700 million over ten years—from its federal poﬁfolio to support the 21
de{relopments that for more than a decade received oo dedicated federal
subsidies. - |

-Today, I would like to bring the Council up to date on NYCHA'’s progress in
meétiné ond, as you will hear, exoeeding HUD’_S benchmarks for advancing this .
historic-undertaking and the work we’.re,doing in these o1 communities to
provide for our residents’ safety and well-Being and to ensure that these homes |

are preserved for future New Yorkers.

The Pressing Need

I want to Brieﬂy recap Why completing this fedefalizaﬁon'plan.was so urgent to
“the Authoritf and to the communities we serve.

The 21 deyelopments represent 20,139 public housing units _’cﬁat are home to -

more than 45,000 residonts living acz"oss four of the City’s ﬁ\-re boroughs.

Although originally consfructed vvith.the assiétanoe of the State and City, theoe-

homes no longer received (since 1998 for tho State developments and 20 o3 for

the City developments) direct operating or capital subsidies, thereby forcing

NYCHA to _effectively subsidize their operations and maintenance. Coupled w1th

a prolonged decli_ne in HUD operating subsidies during the previous deoade, the
. loss of State and City support hgd a profound impact on NYCHA's lon.g,r term
structural deficit. As a result, NYCHA was unable to fully maintain all of its

| public housing throughout the city, less able to address regular maintenance to



preserve our aging infrastructure; less able to restore our building facades; less
able to modernize individual homes; less able to ensure safe, reliable elevator
service; and less able to meet our commitment to customer service and improving

the (_)vel:all quality of our residents’ lives.

The Onnortunltv Created bv Federalization

With no solution in sight, and NYCHA's structural deﬁc1t gromng by millions
year after year, the 2008 pres1dentlal election proved to be a watershed moment -
_for public housing, as well ae the entire llatien. Only the second piece of

- legislation ai)proved by the 111th US Congres.s and signed into law by President
- Barack Obama, ’d’le Americah'Recouery and Reinvestment Act of 2009, more
commonly known as the Stirrlulus bill, included $13.61 billion for public housing
developments and programs administered by HUD with rlearly 75 percenl of the
funding allocated to state and loeal recipients. As you know, NYCHA receife_d
$423 mﬂhon of - Stnnulus funding. But as 1mportant1y, by suspending the
restrictions of the 1998 Faircloth Amendment—-whwh barred add1t1onal federal
funding for new public housing units—Stimulus also provided a one—tlme
opportunity to quahfy the 21 now fully federalized developments for ongomg.
federal operating and capital subsidy. |
Adhering to the legislation’s gu_idelines,. NYCHA used a mixed-finance model to
deVelop these pr'operties‘.l We aleo successfully obligated every Stimulus dollar we
‘received before the federal government’s March 17, 2010 deadline and exceeded

the federal government’s 60 percert ex’penditure milestone by expendiﬁg 67



percent of the Stimulus greint as of February 28, 2011. What's more, all Stimulus

funds projects will be expended by March 2012.

Federalization Overview

After completing an assessment of the properties; capital ﬁeeds and operating
éroﬁles, NYCHA separated the 21 now fully federeﬂized developmeﬁts into two
portfohos to take full advantage the Stlmulus funds” leveraglng potentlal as well
| as all tax credits generated by the mlxed finance transaction.
- NYCHA Public Housing Preservation I, LLC (LLC ) is the tax credit portfoho It
'contams 13 developments and represents our partnership with Citi Community
. Capital.-. NYCHA Public Housing Preservation II, LLC (LLC II) is the non-tax
-credif-portfolio. It contains eight devéiopments énd represents our partnership
with the Hoﬁsing Partnership Development Corporation (ﬂPDC).r
Citibank has joined NYCHA in the ownérship of these properties as part of their
paftic’ipation in the low income houéing tax credit (LIHTC) bro gram. They are
investing in the ﬁroperties in exchange for being able to take a tax credit on their
- federal ihcome tax return. NYCHA sold 13 developments to NYCHA Housing
Preservation I, LLC, a limited liability company compriséd of NYCHA 1 HDFC, a
wholly owned subsidiary of NYCHA and Citibﬁnk. NYCHA sold eight |
developments to NYCHA Housing Preservation II, LLC, a limited liability
company comprised of NYCHA II HDFC and NY Housing Partnership, a non- |
- profit entity. NYCHA is using the funds Citibank Iis investing to fund l;ecessary |
capital improvements. This is how most affordable housing development and

~ revitalization is funded in the United States today. Furthermore, Federalization



will benefit the residents in that NYCHA will be able to (;arry out rehabilitation
“activities they would otherwise be unable to afford. The residents are séeing the
benefits as NYCHA carries out rehabilitation activities at the proi)erties'during
2011 and 2012.
NYCHA kept its promise that thé tehancy rights of all exiéﬁﬁg residents w;)uld be
protected and tha;c the families who live in the 21 developments Wouid not be
relocated from tﬁeir homes, would continue to benefit from public housing rent:
schedules, protections and programs and that, if anything, théir quality of life

~would improve.

Construction Status Update

- Physi_cal,wbrk is actively unde.rway at all 21 develc:;pments
. ',131nLLC-I_ |
« 8in LLC-II
- — There are 24 projects in progress at the 21 dev_elbpments,
including16 roof feplacement & facade repair pi'ojects, 5 elevator
rehabs, 2 building entrance upgrades, 1 heating system upgréde. |
— The first four _LIHTC projecté sqheduled to be cqmpletgd in 2011
| remain on or ahead of schedule (Rutgérs— 4/ 11, Amsterdam Add.
6/11, Castle Hill 9/11, Marble Hill 9/11). The next two LIHTC
p'rojects (Manhattanvilie ;1/ 12.and Chelsea — 4/12}, are currently

ahead of schedule and will be completed by 12/11.



— The reinain’ing seven LIHTC projects arer on schedule to meet their
planned 2012 completion dates. |

— For LLC2 all projects are on schedule to be completed in 2011

- 7 'projects are 99%‘ compieted_, 4 projects are currently 76%—85% '

completed, 9 projects are currently 50%-69% completed.

'anclusion

- What seemed to be an i'mpoésible chellenge‘ is teday areality. The 21 State and .-
City b_ﬁilt developments are ﬁow-fully federalized. They.are now eligibie fer
ongoing.federal operating. and capital subsidy. And the resources provided by: the
Stimulus bﬂl were 5ucceSSf1ﬂ1y leve_raiged to bfing needed private inyestment to
these communities.

7 Bﬁt, as I've outlined, our work is not done. As our residents ean attest, NYCHA is
now doing the urgent work to repair and fnodefnize these developments,
ensuring their long term sustainability. And while federalization wae a unique
opportunity, itwill serveas a mbdel_ for future partnerships to not only preserve

* NYCHA'’s homes, but to also foster the healfh‘y, vibrant pﬁblic houeing
communitie‘s‘ our'city."so riehly deserves.

Now, I would like to take the Council through a presentation showmg, in greater
detaﬂ our current progress on rehabilitating and modernizing the 21

developments.
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Chairwoman Rosie.Mendez, Members of the Commiﬁee, and to all Me‘r.nbers of the City
Council: thank you for .inviting me to sl-)eak with you today aeout the mixed-ﬁnan_ce
- approach to investing in public housing communities_and the New York City Housing
| Author_ify’s eommitment to forming new partnefships lt'hat_lwill help ensure the long term
sestainability of public and affordable housiné. 1 am Ilene Popkin, NYCHA’s Aséistan‘e
Deputy General Manager for Development. And joining m-e' todey are senjor members of

NYCHA’s Development team -

Mixed-financing is not the only option for inveéting in public housihg, but in the current
‘economic climate it is one of the most promising and effective means of leveraging
limited public housing capital funds to preserve this critical housing resource and to

foster healthy neighborhood development fer all New Yorkers.

Mixed-Financing

As my colleague Carlos Laboy. previouslyl mentioned, the term “mixed ~finance
development” refers to a speciﬁc types ef financial Uaesaetion tﬁat allow public housing
_ authorities to leverage HUD ee.pital ﬁmding with privatefunding such as low iﬁcome
housing tax credits. -Iﬁ these types of mixed ﬁnance transactions, HUD fuﬁds can be

used to develop and preserve public 'housi'ng while also s'uppdrting the development of a




variety of housing types, including homeownership, Jow, moderate and middle income

housilng-

In short, HUD mixed-financing brings additional resources to public housing
‘communities, resources that can be used to bridge the gap between government
appropriations and our actual development nceds.. Where government funding is

reduced, NYCHA can use private capital to develop quality housing.

Mixed-financing also stimulates neighborhood revitalization and economic development.
Public housing funds’are often leveraged to create new public facilities in addition to

housing, including community centers, health clinics and recreation centers.

Finally, mixed-financing provides opportunities for partnering with for profit and not-for-
profit organizations—that have been successfﬁlly working with our residents and in our
communities for years—to improve service delivery, foster economic growth and support

housing-dew)elopmeﬁt. .

Preserﬁng Public Housing
In the future, NYCHA plans to use mixed-financing to both preserve public housing, as
well as, on a limited basis, de;/elop new affordable housing units. As you know, the

considerations for the development of public and affordable housing are different.



First, ‘Congress-limits the amount of ‘public hopsing that caﬁ exist in the United States.
The 1998 ‘Faircloth Amendment restricts fed;aral .operating and capital funding for
additional public housing units therefore effectively éapp'mg the mumber of public
housing units inrthe'cou.ntry. While NYCH_A and other housing authorities may replace -

lost public housing, we cannot create new units.

As n;y colleague Carlos Labdy discussed, the American Recovery and Reinvestmeni‘ Act
of 2009 (ARRA) temporarily suspended.the Faircloth Amen_dment, allowing NYCHA to
complete the federaliza}tion of the 21 State andr City deveIopinents. ,While_ federalization

B under ARRA may serve as a-model for le\}eraging, HUD public,hou'_sing capital. funds

with private investment Ato preserve existing public housing it is a more challenginé'

financing structure for creating new public housing units. .

Even if NYCHA plaiméd to ‘reblace its bu_ildﬁgs and apartments wifhin the limits of the
Faircloth amendment, déveloping ne-W public housing is extremely expenéive. NYCHA

has limited public-hous:ing capital funds. As such, NYCHA'’s priority for the ﬁse of these '

capital funds is on the p'reservati(:_)n and maintenance of our curr‘ent. hou_éing stock rather

than the development of new public housing units.

Creating Affordable Housing

However, we are also firmly committed to creating new affordable housing. As you
- know, NYCHA is an important partner in supporting the Mayor’s New Housing

Marketplace Plan (NHMP), which sets a goal of creating or preserving 165,000 homes by |



2014. - Since ’the housing plans implemente.tion in 2004, NYCHA has worked witli the
New Y'ork_r City Department of Honsing Preservettion and Development (HPD) and the.

New York City‘ Housing Development Corporation (HDC) to develop more than 4,000
| affordable housing units on NYCHA property. This affordabie housing, developed with
a variety of ﬁnancmg SOUrces moludmg tax exernpt bonds, low 1ncome housmg tax
credits, New York State affordable housmg funding and federal 202 funds represents a
different type of mixed ﬁnancmg Whlle these financing resources do not rely on the
traditional HUD financed “mixed housmg model”, these programs provide 1mportant,
tools ami critical resourcesfthat allow NYCHA to capitelize opportunities to create new
affordaole housing while. at the same time focusing our limited HUD eapital fL_mds on

preservation.

Fostering Communities
Ultimately, NYCHA is committed to fostering strong communities, not just housing.
“Strong communities” means having better publie schools, recreational  facilities,

economic development, as well as creating opportunities for residents.

| We believe that the key to creating opportunity fo\r NYCHA residents is throngh forming
inclusive partnerships that take into account all espects of healthy community
deveiopment%partnerships that Iwi_ll make critical investments to support housing
infrastructure, - education, wor_kforce development and transportation, as well as to

facilitate and attract future private investment into the surrounding neighborhoods.



| C'oncl'usion
We welcome the City Council’s insight and expertise 'in this effort. As NYCHA rﬁoves
forward, we hope to work with members of the. City Council to create the solutions that
will e‘nsuré that NYCHA con’;inues to create the strong conﬁnunities that every New
Yorker de‘sefves. |

Thank you and I look forward to your questions.
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