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Introduction

On April 5, 2013, the Committee on Public Housing (the “Committee”), chaired by 
Council Member Rosie Mendez, will hold an oversight hearing to examine the New York City Housing Authority’s (“NYCHA”) plans to lease properties at several of its development campuses to private developers primarily for the construction of housing containing affordable and market-rate rental units.  The Committee will also consider a Preconsidered Resolution which calls upon the New York City Housing Authority to engage its residents in planning for and to include certain requirements in any ground leases for NYCHA land.  The Committee expects to receive testimony from NYCHA representatives, NYCHA residents, and interested members of the public.

Background on NYCHA
NYCHA was created in 1934, three years before federal public housing.
  NYCHA had two goals – (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 goal 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 334 developments, 2,597 buildings, and 178,895 public housing units, making it the largest public housing authority in North America.  NYCHA also administers Section 8 affordable housing vouchers for 94,400 apartments.  All told, NYCHA serves a community of 629,345 people, roughly the population of Boston.

Similar to other property owners, NYCHA must periodically make major repairs and improvements to roofs, elevators, and electrical, heating, and plumbing systems to keep its buildings in good condition.  The cost of these repairs and improvements is NYCHA’s “capital need.”
Between 2006 and 2011, NYCHA estimates that its capital need was $9.3 billion.
  Only $2.7 billion of such needs were addressed, leaving a gap of $6.6 billion (sometimes referred to as “unmet capital need”).
  For 2012 through 2016, NYCHA estimates its capital need will be $8.9 billion.
  To keep all of its buildings in good condition, NYCHA must raise enough money to pay for this new capital need and the gap leftover from 2006-2011 –$15.5 billion in total.  But NYCHA expects that it will only be able to invest about $2.4 billion by 2016, leaving a gap of $13.1 billion.
  By leasing land at its development campuses to private developers, NYCHA hopes to generate revenue that it could apply toward closing this gap.   

NYCHA’s Land-Lease Plan
In December 2011, NYCHA released its five-year strategic plan – Plan NYCHA:  A Roadmap for Preservation, which included an “imperative” to “develop new mixed-use, mixed-income housing and resources.
  According to that imperative, NYCHA would:

· “Create and implement a clear, long-term development strategy for the entire NYCHA portfolio, including all land and development assets that could potentially accommodate new housing”;

· “Conduct a comprehensive analysis of NYCHA land to determine the most beneficial uses”;

· “Create a long-term plan for maximizing the value of NYCHA’s assets, including the land, buildings, and development rights”; and

· “Generate revenue to fund ongoing operations and capital improvements for existing public housing from ground leases, or partnership leases.”

In September 2012, NYCHA’s chairman announced that it had undertaken “a comprehensive review of NYCHA’s real estate footprint with a goal of offering NYCHA-owned sites for the development of market rate and affordable housing, and, in some cases, commercial, retail, and community facilities.”
  The chairman said the review showed that NYCHA could “generate hundreds of millions of dollars” and create “thousands” of new market-rate apartments and “at least 1,000 permanently affordable apartments.”
  The chairman also said that NYCHA would consult with stakeholders before selecting sites:  “After we’ve engaged our residents, elected officials, and other community leaders, we will finalize a list of sites and, early in the New Year, release a Request for Proposals seeking development at these locations.”

At the end of January 2013, NYCHA announced its “infill development plan,” in which it would lease fifteen to eighteen pre-selected sites to lease at eight different Manhattan developments.  NYCHA states that it targeted sites (1) in neighborhoods with relatively high rents, (2) where NYCHA has development rights and there is “excess floor area,” (3) where no demolition would be required and (4) where the site was not deep within a development campus.  NYCHA outlined its plan as follows:

· The sites identified currently contain mostly parking lots, trash yards, and an old community center.  NYCHA would relocate the parking spaces before construction begins.  

· The sites would be ground leased to private developers who would build mixed housing creating 80% market-rate apartments and 20% affordable apartments.  There would be a total of 4,300 new apartments, and 860 of them would be affordable.

· The private developers would have to build enhanced security systems for existing developments where the new buildings would be located.  The developers would also have to install an electrical generator system in each new building capable of providing emergency power to the surrounding campus.  

· The plan would generate $30 million to $40 million annually for NYCHA.

· There are other viable sites at other developments, and NYCHA wants to lease those in the future.

In February and March 2013, NYCHA began presenting its plans for each development to residents and resident leaders and, after substantial pressure from elected officials, posted details of its plans online.  
NYCHA now proposes leasing fourteen sites at eight different developments in Manhattan.
  Collectively, the sites currently contain 325,322 square feet of land, 614 parking spaces, 3 compactor yards, at least 2 basketball or handball courts, a paved baseball field, an outdoor plaza and seating area, a community center, and at least one landscaped area.
  The plans for each site are summarized below in Table 1.  
NYCHA intends to “ground lease” the sites to private developers for 99 years.
  NYCHA would retain ownership of the land, but allow developers to build on the land.  After the ground leases expire, NYCHA says that it will keep whatever was built on the sites.

Planned Construction
The lease plans call for 3,708,500 square feet of residential space; 18,500 square feet of commercial space (at Meltzer Tower); and 500,000 square feet of “revenue generating community facility floor area” (at Carver Houses).
  Most of the land to be leased is zoned residential, and NYCHA said that it has not yet decided whether to allow developers to apply for zoning changes.
  NYCHA also has not set maximum building heights yet, but says it will.

Under the lease plans, developers would build roughly 4,000 apartments.
  Most would be market-rate, but at least 20% of the apartments must be affordable to families earning 60% of the area median income or less.
  For a family of four in New York City, 60% of the area median income is $51,540.
  For comparison, public housing is available to families earning 80% of the area median income or less ($68,720 for a family of four), and NYCHA families’ average income is $22,824.
  According to NYCHA, families in public housing in or near the affected developments or on the waiting list for public housing will get a “preference” when applying for the new affordable apartments.

Because of the 20% affordability requirement, developers may seek 421-a tax benefits and qualify for reduced taxes for 10 to 20 years.
  Normally, apartments only have to stay affordable during the reduced tax period;
 However, NYCHA says it will require “permanent” affordability for the 99-year ground lease term.

Under the lease plans, each new building must have an electrical generating system.
  This system must be able to power the new building and provide emergency power for the entire development campus during an outage.
  Emergency power means power for limited elevator service, pumps to maintain water pressure in higher floors, security systems, lighting in halls and stairways, and heat and hot water systems.
  NYCHA says that cogeneration is the most cost-effective and environmentally friendly way for developers to satisfy the generator requirement.
  With cogeneration, the heat produced by an electrical generator is used to heat homes or buildings instead of being wasted.  Developers must also install “substantial security enhancements” throughout affected developments.
  NYCHA will only set a minimum “performance-based standard” for these enhancements to give developers flexibility.

NYCHA estimates that the ground leases for the eight identified developments will generate $30 million to $50 million annually and promises “every single penny of this money will be used for capital improvements.”
  Some of the money will go toward the unmet capital needs at the developments where lease sites would be located and some will go toward the unmet capital needs of NYCHA’s other developments.
  Over the next five years, NYCHA must invest $892.7 million in the affected developments to keep them in good condition.

Planned Jobs for Residents
Under Section 3 of the Housing and Urban Development Act of 1968, NYCHA must give its residents priority for jobs arising from activity funded by the United States Department of Housing and Urban Development (HUD).
  NYCHA says Section 3 does not apply to the land-lease plan because the plan will not use HUD funds.
  But NYCHA says its lease plans will require that developers hire public housing residents for both construction and for managing and maintaining the new buildings.

HUD Approval Process
Before leasing land, NYCHA must comply with Section 18 of the United States Housing Act of 1937 and HUD rules and must submit an application to HUD showing the following:

· Justification.  NYCHA must demonstrate that ground leasing is in the best interests of its residents because either (1) the land to be leased “exceeds the needs” of the affected developments or (2) leasing the land will not interfere with “continued operation of the remaining portion of the development.”

· Resident consultation.  The leasing plan must be “developed in consultation” with the Resident Advisory Board, affected residents, and affected resident organizations.  NYCHA’s application must include copies of any written comments NYCHA receives and its evaluation of those comments.
 
· Consultation with the Mayor.  NYCHA must consult the Mayor and summarize that consultation in its application.  The application must also include a signed and dated letter of support from the Mayor.
 
· Estimate of fair market value.  NYCHA must provide the fair market value of lease sites based on an independent appraisal.

· Costs and Proceeds.  NYCHA must provide an estimate of the gross and net proceeds it expects from the leasing plan.  NYCHA must also provide a list of estimated costs.
  After HUD approves and NYCHA leases the sites, NYCHA must show how the proceeds were spent.

· Environmental review.  NYCHA must conduct an environmental review of the leasing plan.

· Board approval and inclusion in Annual Plan.  NYCHA must show that it described the leasing plan and timetable in its Annual Plan.  NYCHA must also show that its board approved the leasing plan.

· No violation of orders or consent decrees.  NYCHA must show that its leasing plan does not violate any court orders, consent decrees, or other agreements.

NYCHA’s Proposed Timeline
According to NYCHA, the timeline for the leasing plan, going forward, is as follows:

In April, NYCHA plans to hold additional “roundtable” discussions with residents in affected developments and brief affected Community Boards.
  By the end of April, NYCHA plans to issue a request for proposals (“RFP”).

From May through July, NYCHA says it will conduct a “participatory budgeting process.”  Residents will meet with NYCHA staff and “have the opportunity to prioritize identified capital needs that will be addressed with the generated revenue” from leasing.
  NYCHA also plans to continue meeting with elected officials, Community Boards, and other stakeholders.
  
In late July, NYCHA will hold a “pre-submission conference” with potential developers, and, at the end of July, proposals will be due.
 

From September through November, a NYCHA selection committee will evaluate developer proposals and make recommendations to NYCHA’s board.
  The board will then review those recommendations and “conditionally designate” developers.
  The board will also authorize “necessary Section 18 Applications” and amend NYCHA’s capital budget to reflect projects selected through the participatory budgeting process.


In December, NYCHA and the conditionally designated developers will perform the environmental reviews required by Section 18.
  NYCHA also plans to require that these developers “adopt a robust plan for engagement with NYCHA residents that will last throughout the twelve to eighteen month pre-development period.”
  It is unclear what the timeline is beyond December.

Preconsidered Resolution No.__  

The Preconsidered Resolution calls on NYCHA to: 

· Ensure that all affected Resident Associations and residents have adequate time to review the proposed lease plan and secure independent legal and technical assistance to formulate informed opinions on the land-lease plans;

· Respond to resident and other stakeholder comments concerning land-lease plans, and post those comments and responses thereto online;

· Provide a method for residents and other stakeholders without internet access to submit comments concerning land-lease plans;

· Give residents the opportunity to develop, review, and comment on draft RFPs prior to release and to participate in the selection of developers post-release;
· Enter into meaningful consultation with residents, which would include several rounds of public meetings where residents could identify capital needs at their developments which can be addressed using the money generated from any land-lease plan for such development; 

· Require that any long-term ground leases (1) include employment and job training opportunities for residents both during construction and for permanent jobs thereafter; (2) specify the number of apartment units created by the developer that will be made permanently affordable and prioritize residents at affected developments for those apartments; (3) require the developer to commit to open space, local investment, security, and other community benefits; and (4) ensure that all parking spaces, yards, playgrounds, community centers, and any other facilities or spaces that would be leased are replaced in a manner that allows residents to receive uninterrupted services.
Issues and Concerns

The Committee has a number of concerns about NYCHA’s leasing plan and how that plan is being crafted.  They include:  
Resident participation.  While the Committee appreciates that NYCHA has held meetings for and given presentations to residents in affected developments, there is some uncertainty about whether NYCHA will actually factor resident feedback into its proposed plans.  NYCHA has not yet made clear how it will ensure that resident concerns are addressed in the leasing plan.  NYCHA has said it will implement a “participatory budgeting process” in which residents can “prioritize” how leasing revenue will be spent, but this process presupposes that the leasing plan will go forward as is.  NYCHA has also not made clear how residents will get the technical assistance they need to meaningfully participate in the leasing plan process.
Timing and information.  Stakeholders are concerned that the leasing plan is moving forward too quickly, making it difficult for those affected to fully consider and comment upon the plan.  Also, NYCHA has not disclosed details needed to fully consider its plan.  These details include the size of the proposed new buildings, particularly their height and whether NYCHA plans to transfer “air rights” under the leasing plan; the usage of each site, including the planned commercial space at Meltzer Towers and whether NYCHA will allow developers to apply for zoning changes; the total number of persons that NYCHA expects the new buildings will house; the kinds of security enhancements NYCHA will require in its RFP; the estimated fair market value of the land to be leased and how NYCHA calculated that; how NYCHA and the developers will handle future ground lease rents; the revenue NYCHA expects from each leased site; how NYCHA plans to split the ground lease revenue between affected developments and other NYCHA developments; how NYCHA will ensure that its residents can afford the “affordable” apartments in the new buildings; what NYCHA has learned so far from residents and what it will do with that information; how NYCHA will ensure that residents have technical assistance throughout the leasing plan process; what NYCHA’s timeline is beyond December; the leasing plan’s impact on future federal funding;  and NYCHA’s future leasing plans at other developments. 

TABLE 1:  NYCHA LAND-LEASE PLAN
	Development
	Unmet Capital Need (over 5 years)
	Description of Land to be Leased
	What NYCHA Proposes to Have Built on Leased Land


	Number of New Units

	Baruch Houses (and 

Addition)


	$264 million
	54 parking spaces (26,200 sq. ft.)
	350,000 sq. ft. residential
	405 (~81 units affordable to low-income residents)

	Campos Plaza (I and II)
	$27.2 million
	45 parking spaces, a compactor yard, and basketball and handball courts (26,122 sq. ft.)
	90,000 sq. ft. residential; two other parking lots will be expanded and reconfigured; an existing plaza will be redesigned; the compactor yard will be relocated within the campus


	97 (~20 units affordable to low-income residents)

	Carver Houses


	$41 million
	117 parking spaces (14,000 sq. ft. site at Madison Ave. and 23,000 sq. ft. site at Park Ave.)


	242,000 sq. ft. residential and 500,000 sq. ft. “Revenue Generating Community Facility Floor Area” (e.g. medical or educational facilities)


	262 (~53 units affordable to low-income residents)

	Douglass Houses


	$192 million
	198 parking spaces (19,000 sq. ft. at Manhattan Ave.; 16,000 sq. ft. at West 104th St.; and 18,750 sq. ft. at West 100th St.)


	735,000 sq. ft. residential
	794 (~159 units affordable to low-income residents)

	LaGuardia Houses


	$79 million
	48 parking spaces and a compactor yard (9,000 sq. ft. at Madison Street and 7,500 sq. ft. at Rutgers Street)


	255,000 sq. ft. residential
	276 (~55 units affordable to low-income residents)

	Meltzer Tower
	$10.5 million
	Outdoor plaza and seating area (18,750 sq. ft.)
	121,500 sq. ft. residential and 18,500 sq. ft. commercial; outdoor plaza and seating area will be redesigned and relocated within the campus
	97 (~20 units affordable to low-income residents)


TABLE 1:  NYCHA LAND-LEASE PLAN (cont’d)
	Development
	Unmet Capital Need (over 5 years)
	Description of Land to be Leased
	What NYCHA Proposes to Have Built on Leased Land


	Number of New Units

	Smith Houses


	$227 million
	116 parking spaces, a compactor yard, a paved baseball field, and a basketball court (55,000 sq. at South Street and 19,000 sq. ft. at Robert F. Wagner Place)


	1,065,000 sq. ft. residential
	1,151 (~230 units affordable to low-income residents)

	Washington Houses


	$52 million
	36 parking spaces, Union Settlement Community Center, Centerlight Health Care, and landscaped area (57,000 sq. ft. at Third Ave./East 99th Street and 16,000 sq. ft. at East 99th Street)


	850,000 sq. ft. residential; Union Settlement Community Center and Centerlight Healthcare will be relocated within development or to neighboring development
	919 (~184 units affordable to low-income residents)

	TOTALS
	$892.7 million
	614 parking spaces, 3 compactor yards, a paved baseball field, at least 2 basketball/handball courts, an outdoor plaza/seating area, a community center, and at least one landscaped area

(325,322 sq. ft.)


	3,708,500 sq. ft. residential; 18,500 sq. ft. commercial; and 500,000 sq. ft. “Revenue Generating Community Facility” (4,227,000 sq. ft. total)
	~4,001 (~802 units affordable to low-income residents)


Sources:  NYCHA Land-Lease Plan and development presentations available online at http://www.nyc.gov/html/nycha/html/preserving/leasing-land.shtml.
Preconsidered Res. No.
By Council Members Mendez, Chin and Mark-Viverito
Resolution calling upon the New York City Housing Authority to engage its residents in planning for and to include certain requirements in any ground leases for NYCHA land.


Whereas, The New York City Housing Authority (NYCHA) is the largest provider of public housing in the nation; and


Whereas, There are 334 NYCHA developments consisting of 2,597 NYCHA buildings with 178,895 public housing units; and


Whereas, Most of NYCHA’s buildings were built in the 1940s or 1960s; and


Whereas, Sixty-six percent of NYCHA’s current revenue comes from federal funding, thirty percent comes from rent, and four percent comes from grants and local government funding; and


Whereas, NYCHA’s federal capital grants, which comprise the bulk of its capital funding, have declined substantially since 2001, falling from $420 million annually to $270 million annually; and


Whereas, As a result of the loss of governmental funding, NYCHA has encountered difficulty maintaining its infrastructure, resulting in unmet or delayed repairs and upgrades to brickwork, roofs, elevators, building systems and apartment interiors; and


Whereas, In 2006, NYCHA conducted a physical needs assessment where it identified that $25 billion will be necessary over the next 15 years to keep NYCHA’s housing stock in a good state of repair; and


Whereas, In order to generate revenue and address the funding gap, NYCHA intends to lease land on the grounds of its housing developments to developers who will be allowed to build residential towers; and


Whereas, Through these ground leases, thousands of new apartments will be built at selected sites, and of those apartments, 20 percent will have rents set at 60 percent of the area median income or below and the remaining units will have rents set at market rates; and


Whereas, NYCHA is considering such deals at all of its developments but has presently identified eight housing developments in Manhattan at which land including parks, playgrounds, parking lots and a community center will be leased for primarily residential development; and


Whereas, NYCHA will be issuing Requests for Proposals (RFPs) to solicit companies to lease and develop these selected sites; and


Whereas, Disposition of public housing property including the sale or lease of such property requires review and approval by the U.S. Department of Housing and Urban Development (HUD) pursuant to Section 18 of the Housing Act of 1937 (Section 18); and

Whereas, The Section 18 disposition process requires that public housing authorities consult with residents prior to the submission of a disposition application; and


Whereas, Federal law also requires public housing authorities to publish an Annual Plan, allow for a minimum 45-day public review period, and hold a public hearing in relation to the plan; and


Whereas, Although any Section 18 disposition proposal must be included in a public housing authority’s Annual Plan, the complex issue of land dispositions is generally not adequately addressed in Annual Plan public hearings; and


Whereas, While NYCHA’s land lease plan would not be subject to the city’s Uniform Land Use Review Procedure (ULURP), NYCHA should voluntarily opt-in to the ULURP process in order to ensure significant consultation with affected stakeholders; and


Whereas, Recognizing that leasing parts of NYCHA land to private entities will eliminate the opportunity for NYCHA residents to utilize these sites, some of which have served recreational or other benefits for tenants, and that there may be no other similar publicly available spaces in a surrounding community, NYCHA should meaningfully consult with residents on what is proposed for each site that may be leased; and


Whereas, Meaningful consultation with residents includes public meetings with affected communities prior to and after the release of RFPs related to private development in each community, and furthermore, NYCHA should consult and collaborate with all affected Community Boards; and

Whereas, In addition, assistance from a non-profit organization with a dedicated staff of legal, architectural, land-use and community organizing professionals should be provided to help tenants evaluate complex land-use, zoning and legal issues related to the disposition of NYCHA land; and
Whereas, Affected Resident Associations and residents should have adequate time to secure legal and technical assistance along with sufficient time between public meetings to consult with technical advisory staff; and


Whereas, An advisory committee consisting of residents should also be established at each affected development to propose the parameters of the RFPs for each site and ultimately participate in the selection of developers for such site; and


Whereas, Before any RFP is released, an additional public meeting should occur at each affected development where residents and technical advisory staff are able to review a draft RFP and comment on it before its release; and


Whereas, NYCHA should ensure that all comments on the land lease plan, collected at meetings or through their online portal, are addressed and responded to; and


Whereas, In addition, NYCHA should provide a method to allow those who do not have internet access to provide written comments on the land lease plan; and


Whereas, All comments and suggestions on any proposed land lease plan should be posted and made available online for all residents and the public to review; and

Whereas, If the disposition of NYCHA land is necessary, NYCHA-owned land should be ground leased and never sold outright; and

Whereas, Any long-term ground leases of NYCHA land should explicitly include robust employment and job training opportunities for NYCHA residents during the construction phase and for permanent jobs thereafter; and

Whereas, Any long-term ground leases of NYCHA land should specify the number of apartment units created by the developer that will be made permanently affordable and the income levels for those units should be commensurate with the income levels that demonstrate eligibility for traditional public housing; and

Whereas, Any long-term ground leases of NYCHA land should include provisions prioritizing residents in the affected developments for first preference to move into the new affordable units; and

Whereas, Any long-term ground leases of NYCHA land should include the developer’s commitments to open space, local investment, security considerations and other relevant benefits to the community; and
Whereas, NYCHA should ensure that all parking spaces, yards, playgrounds, community centers and any other buildings or spaces that would be leased for private development are replaced in a manner that would allow residents to receive uninterrupted services; and
Whereas, All of the money generated from long-term ground leases of NYCHA land must be dedicated to making repairs and capital upgrades to existing public housing developments; and

Whereas, A significant portion of the money generated from the ground leases should be dedicated to the capital needs of the affected developments who will suffer from the adverse impacts of ongoing construction; and


Whereas, NYCHA should allow its residents to determine any capital needs at their developments which will be addressed using the money generated from the land lease plan related to such development; and


Whereas, NYCHA should postpone the release of any RFPs until it has ensured that stakeholders, especially affected residents, are fully informed about land lease plans, are given the opportunity to participate and to provide recommendations on such plans; and


Whereas, The creation of any new residential development on NYCHA property should provide more affordable units than is currently being proposed and NYCHA should commit to including certain stipulations in any ground leases of NYCHA land; now, therefore, be it

Resolved, That the Council of the City of New York calls upon the New York City Housing Authority to engage its residents in planning for and to include certain requirements in any ground leases for NYCHA land.
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