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Oversight – The State's $100 Million Allocation to NYCHA
I. Introduction


On May 28, 2015, the Committee on Public Housing, chaired by Council Member Ritchie Torres, will hold a joint oversight hearing entitled “The State's $100 Million Allocation to NYCHA.” Those invited to testify include the New York City Housing Authority (“NYCHA”) and interested members of the public, including public housing advocates and residents.

II. Background on NYCHA and Public Housing
Former New York City Mayor Fiorello La Guardia created NYCHA in 1934 – three years before the advent of federal public housing.
 NYCHA originally served two purposes: (1) to provide low-cost housing for middle-class, working families temporarily unemployed because of the Depression and (2) to bolster the lagging economy by creating jobs for the building trades.
 Later, NYCHA’s purpose evolved into providing safe, decent housing for families with the lowest incomes.

The first NYCHA development – “First Houses” – was built in 1935 and contained 123 public housing units.
 By 1942, NYCHA had 12 developments and 13,180 units.
 Today, NYCHA has 328 developments, 2,553 buildings, and 177,666 public housing units, making it the largest public housing authority in North America.
 NYCHA also administers Section 8 affordable housing vouchers.
 All told, NYCHA serves a community of 607,399 people, roughly the population of Boston.
 

NYCHA is a “public benefit corporation,”
 a “public housing agency” under the United States Housing Act of 1937,
 an “authority” under the New York State Public Housing Law,
 and, for certain purposes, a City agency.
 In addition to applicable federal and state law, NYCHA must abide by the City’s laws and rules related to planning, zoning, sanitation, building, and housing maintenance standards.
 

III. Background on NYCHA’s Operating and Capital Needs
NYCHA submits funding requests to the U.S. Department of Housing and Urban Development (“HUD”) based on the statutory formulas for federal operating and capital subsidies. Operating subsidies cover operating costs and capital subsidies can be used to cover capital repair needs, such as the replacement of structural components at older buildings. Since 2001, Congress has not provided adequate funding to HUD for the cumulative amount needed to fund public housing authorities. Over the last several years, NYCHA has received an average of about 89% of the operating subsidies it is eligible for under the statutory formula.
 For 2015, NYCHA received approximately $115 million less in operating subsidies than what it was entitled to receive from HUD.
 Since 2001, the total loss of operating funds amounts to $1.05 billion, and NYCHA is projecting an operating deficit of over $2.5 billion for the next 10 years.
 To make up for the operating subsidy gap, NYCHA depleted its operating reserves, cut certain services to tenants, and reduced staff.
 In the past, NYCHA has transferred a portion of its capital subsidies to its operating budget to offset the operating budget deficit.
 NYCHA’s use of this practice has led to capital projects being deferred or delayed.

In addition to the decline in federal funding, State and City funding had been entirely eliminated until recently. Decades ago, the State and City built 26 developments and provided operating funding for them for many years.
 In 1995, five developments were transferred to the public housing program and began receiving federal subsidies.
 The State and City continued to provide operating funding to the remaining 15 State developments and six City developments – containing 20,139 units – until 1998, when the State eliminated its operating subsidy and 2003 when the City followed suit.
 The State continued to provide minimal capital funding for the State units, ranging from $6.2 to $8.5 million per year, until 2010, when federal funding was finally obtained for a portion of the units.
 Even with the federalization of a majority of the State and City units, 4,962 units continue to be operated by NYCHA without operating or capital subsidies.
 
NYCHA’s capital needs are substantial because more than 60% of NYCHA’s buildings are 50 years or older.
 Yet, from 2001 to 2013, federal capital grants declined from $420 million annually to $259 million annually.
 Consequently, since 2001, the cumulative loss of capital funding totals $1.16 billion.
 The lack of funds limits NYCHA’s ability to upgrade or repair brickwork, roofs, elevators, heating and plumbing systems, and apartments. Based on a Physical Needs Assessment that was performed in 2011, NYCHA’s current unmet capital need is estimated to be $16.9 billion over the next five years.
  
NYCHA’s 2015-2019 Five-Year Capital Plan provides approximately $4.217 billion total for infrastructure improvements; major modernization; systemic upgrades; and repair, resiliency, and fortification of developments damaged by Superstorm Sandy.
 The Capital Plan is based on the current federal capital funding outlook, funding from local elected officials and the City, and expected disaster recovery funding.
 The $4.217 billion includes: (1) a $193 million major renovation initiative at Breukelen, Sotomayor, Mitchel, and Dyckman Houses; (2) $2.5 billion in expected one-time disaster recovery funds to address the impacts of Superstorm Sandy;
 (3) $296 million for brick and roof work at Queensbridge North and South, Albany, and Parkside Houses; and (4) $118 million for heating and plumbing work.
 In addition, NYCHA’s current City Capital funding, provided by the Borough Presidents, the City Council, and the Mayor, totals approximately $282.7 million for 2015 through 2019.
 This funding includes $42.6 million for exterior lighting, $37.4 million for roof replacement, and $32.4 million for closed circuit television/layered access.
 
IV. State and Mayoral Funding

On April 1, 2015, state lawmakers approved New York State’s fiscal year 2015-2016 budget, which included up to $100 million of modernization funding for NYCHA.
 The State’s funding is subject to certain conditions. First, NYCHA must coordinate with the New York State Division of Housing and Community Renewal (“HCR”) to develop a plan (the “State Capital Revitalization Plan” or “the Plan”) that details how, where and when the funding will be used.
 Further, the plan must be approved by multiple state officials and agencies and will be executed by the Dormitory Authority of the State of New York (“DASNY”).
 Finally, as a condition of receiving the funding, the State requires the New York City Comptroller to audit the NYCHA management and contracting process for repairs and maintenance and make recommendations on how to improve the process.
 On April 10, 2015, NYCHA submitted the State Capital Revitalization Plan to HCR, with a proposal to use the $100 million for roof replacements.  
In addition to the State’s $100 million allocation, Mayor de Blasio announced on May 7, 2015 that the City will invest an additional $300 million over three years for roof replacements at NYCHA.
 The first year’s funding will go towards replacing the roofs of 66 buildings within 5 developments. The 5 developments include: Parkside (14 buildings) in the Bronx; Sheepshead Bay (18 buildings) and Albany (6 buildings) in Brooklyn; and Queensbridge South (14 buildings) and Queensbridge North (14 buildings) in Queens.
 Construction at the 66 buildings is set to begin in June 2015.

On the same day of the Mayor’s budget announcement, the New York Daily News reported that Governor Cuomo had decided not to move forward with NYCHA’s proposed plan for roof replacements.
 Instead, the New York Daily News reported that Governor Cuomo had decided to divide the $100 million among individual state elected officials who would get up to $2 million each to use for smaller NYCHA-related projects in their districts.
 According to the subsequent project guidelines issued by HCR and DASNY, lawmakers had until May 20, 2015 to submit proposals that would “directly enhance the quality of life of NYCHA residents,” including but not limited to: lighting improvements, landscaping, recreational equipment (e.g. playground equipment), common area improvements (e.g. building lobbies or community centers), security systems (e.g. CCTV cameras), and appliances (e.g. stoves and refrigerators). Cuomo spokesperson Richard Azzopardi said the decision to put the decision into the hands of lawmakers as opposed to NYCHA was based on NYCHA’s “previous failures to identify and make needed repairs.”
 
V. NYCHA’s State Capital Revitalization Plan
The following is an overview of the State Capital Revitalization Plan submitted by NYCHA to HCR (which, according to the press reports discussed above, the Governor has decided not to proceed with). 
A. Selection of Roof Repair
According to the Plan, across its portfolio, NYCHA has prioritized three types of work: roof replacement; mold abatement; and safety and security enhancements. For the Plan, NYCHA decided to focus on roof replacement. According to NYCHA, it did not choose mold abatement because such projects are typically costly, take significant time to complete, and require significant coordination with individual apartments. Further, NYCHA stated that it did not choose safety and security enhancements because such enhancements are currently being partially funded through City Capital allocations. NYCHA selected roof replacement for the Plan because the installation of new roofs would achieve several benefits, including: preventing water from leaking into apartments or behind walls; reducing the potential for mold growth by eliminating a major source of moisture; and providing insulation on NYCHA’s roof tops, thereby keeping apartments warm and reducing the overall heat load of the buildings. Further, roof work can also be achieved relatively quickly and with minimal disruption to tenants. An additional reason is that replacing roofs can significantly impact the number of reported work orders at a development. For example, following a $33 million capital improvement that included brick repair and roof replacement at Marlboro Houses in Brooklyn, NYCHA states that it found that there was a 50% reduction in the number of annual work orders, with the most dramatic reduction in work orders relating to walls and ceilings, such as plaster and paint tickets that result from water damage.
B. Scope of Work


According to the Plan, the scope of work consists of a $100 million program to replace the roofs of 123 buildings within 18 developments containing the worst roofs within NYCHA’s portfolio. NYCHA staff determined that, due to reduced contractor mobilization costs, it is more cost-effective to replace the roofs of multiple or all buildings in a development if one building’s roof is being replaced. Therefore, NYCHA staff reviewed the list of roof conditions in the context of the average roof condition of the entire development rather than building by building. The 18 developments selected for roof replacement include: Sedgwick (7 buildings), Melrose (9 buildings), Eastchester Gardens (10 buildings), Webster (6 buildings), Harrison Avenue Rehab (Group A) (1 building), Highbridge Rehabs (3 buildings) and Throggs Neck (5 buildings) in the Bronx; Seward Park Extension (4 buildings), WSUR (Site C) 589 Amsterdam Avenue (1 building), Smith (12 buildings), Douglass II (6 buildings), St. Nicholas (13 buildings) and Lincoln (14 buildings) in Manhattan; and Borinquen Plaza I (10 buildings), Borinquen Plaza II (7 buildings), Tilden (8 buildings), Haber (3 buildings) and Hughes (4 buildings) in Brooklyn. As part of NYCHA’s Physical Needs Assessment, NYCHA rates the conditions of its roofs. The roofs at the 18 developments have an average condition rating of 4.39. A rating between 4 and 4.9 means that the roof is in poor condition, is probably leaking or has leaked in the past, and is typically at or past its expected life.
According to the Plan, the roofs will need one of three different types of repairs: (1) simple repairs, where the roof can be replaced without work on perimeter walls; (2) moderate repairs, where the roof will be replaced and repairs are needed to perimeter parapet walls; and (3) complex repairs, where the roof and perimeter parapet walls both need to be replaced. NYCHA expects to spend approximately $100,088,234 on its planned roof replacements. Of the $100,088,234, $7,349,420 (7.3%) will be spent on sidewalk sheds for entire buildings, $787,750 (0.8%) will be spent on sidewalk sheds at entrances, $6,143,334 (6%) will be spent on roof demolitions, $9,852,360 (10%) will be used to remove asbestos-containing material during construction, $1,990,500 (2%) will be used to repair parapet walls with railings, $12,576,500 (12.6%) will be used to install roof railings, and $61,388,460 (61.3%) will be used to replace roofs. A chart detailing the cost of work at each of the selected developments is attached as Attachment A. NYCHA estimates that construction at the majority of the developments can be completed in less than one year. A chart detailing the anticipated construction start and end date at each of the selected developments is attached as Attachment B.
C. Labor

According to NYCHA, capital projects are performed pursuant to a recently negotiated Project Labor Agreement (“PLA”) with the Building and Construction Trades Council of Greater New York, as well as its affiliated unions, allowing NYCHA residents to gain access to union jobs and training and helping to ensure swifter and high quality capital construction. In addition to the PLA, NYCHA is required to comply with Section 3 of the Housing and Urban Development Act of 1968, which requires that recipients of certain HUD financial assistance, to the greatest extent feasible, provide economic opportunities for low- or very-low income residents in connection with projects and activities in their neighborhoods. According to NYCHA, the Section 3 hiring goal is 30% of the aggregate number of new hires. Further, according to NYCHA, in addition to complying with Section 3, NYCHA has a Resident Employment Program (“REP”), which requires that 15% of the total projected labor cost on capital and modernization contracts in excess of $500,000 be expended on resident hires. While the State Capital Revitalization Plan may not proceed (according to the press reports discussed above), NYCHA nevertheless expects that the terms of the PLA, Section 3, and REP will apply to the State funding in order to provide residents with increased job and training opportunities.
VI. Conclusion
Today, the Committee expects to hear about the status of the State’s allocation to NYCHA. In addition, the Committee expects to examine and discuss NYCHA’s State Capital Revitalization Plan in further detail, and compare the merits of the Plan with what is being proposed by the Governor. 
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Attachment B

� “Residents” and “tenants” are used interchangeably throughout the briefing paper. 


� Peter Marcuse, The Beginnings of Public Housing in New York, Journal of Urban History 12(4) at 353-54 (1986); see also NYCHA Housing Developments, La Guardia & Addition, available at http://www.nyc.gov/html/nycha/html/developments/manlaguardiaadd.shtml  (last accessed Sept. 12, 2013).


� Marcuse, 353-54; J.A. Stoloff, A Brief History of Public Housing, Paper presented at August 14 meeting of the American Sociological Association, at 3 (2004).


� Marcuse, 354; Stoloff, 1; see also Judith D. Feins, et al., Revised Methods of Providing Federal Funds for Public Housing Agencies, US Department of Housing and Urban Development, at 9 (1994).


� Marcuse, 356.


� Nicholas Dagen Bloom, Public Housing That Worked:  New York in the Twentieth Century, University of Pennsylvania Press, at 43 (2008).


� See NYCHA Fact Sheet (as of March 1, 2015), available at http://www1.nyc.gov/assets/nycha/downloads/pdf/factsheet.pdf. 


� Id.


� Id.


� Public Housing Law § 3.


� See 42 USC § 1437a(b)(6); Public Housing Law §§ 3, 220, 400 and 401.


� See Public Housing Law §§ 3 and 56.


� Bass v. New York, 38 AD2d 407, 410 (2d Dept 1972).


� See 24 CFR §§ 5.703(g) and 902.20(e); Public Housing Law § 155.


� See New York City Council, Preliminary Budget Hearing – Public Housing Committee, March 26, 2015, available at http://legistar.council.nyc.gov/


� Id.


� See New York City Housing Authority, NextGeneration NYCHA May 2015, available at: http://www1.nyc.gov/assets/nycha/downloads/pdf/nextgen-nycha-web.pdf.


� Id.


� See New York City Housing Authority, Five-Year Capital Plan 2013-2017, available at: http://www.nyc.gov/html/nycha/downloads/pdf/Five%20Year%20Capital%20Plan%202013-2017.pdf.


� See Community Service Society, Strengthening New York City’s Public Housing: Direction for Change, available at: http://www.cssny.org/publications/entry/strengthening-new-york-citys-public-housing-directions-for-change.


� See New York City Housing Authority, NextGeneration NYCHA May 2015, available at: http://www1.nyc.gov/assets/nycha/downloads/pdf/nextgen-nycha-web.pdf.


� Id.


� Id. 


� Id.


� Id.


� Id.


� Id.


� Id.


� Id.


� See NYCHA 2015-2019 Five-Year Capital, 2015-2019, available at http://www1.nyc.gov/assets/nycha/downloads/pdf/2015-2019-5-year-capital-plan.pdf.


� Id.


� FEMA has increased its commitment to $3 billion since the release of the Capital Plan. See New York City Council, Hearing – Public Housing Committee, April 30, 2015, available at http://legistar.council.nyc.gov/.


� See NYCHA 2015-2019 Five-Year Capital, 2015-2019, available at http://www1.nyc.gov/assets/nycha/downloads/pdf/2015-2019-5-year-capital-plan.pdf.


� Id.


� Id.; see also New York City Housing Authority, City Funded Capital Projects Reports, available at http://www.nyc.gov/html/nycha/html/preserving/city-funded-capital-projects-reports.shtml.


� See New York State, � HYPERLINK "http://open.nysenate.gov/legislation/bill/S2004C-2015" �Capital Projects Budget Bill (S.2004-C / A.3004-C)�, available at http://open.nysenate.gov/legislation/bill/S2004C-2015.


� Id.


� Id.


� Id.


� See Mayor’s Press Release: De Blasio Administration Announces $300 Million for NYCHA Roof Replacement Over the Next Three Years, available at http://www1.nyc.gov/office-of-the-mayor/news/301-15/de-blasio-administration-300-million-nycha-roof-replacement-the-next-three-years.


� Id.


� Kenneth Lovett, EXCLUSIVE: De Blasio, Cuomo’s plans to fix NYCHA clash over how to spend millions on needed improvements, New York Daily News, (May 7, 2015), available at http://www.nydailynews.com/news/politics/de-blasio-cuomo-plans-fix-nycha-clash-article-1.2214836.


� Id.


� Id.
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