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I. Introduction

On January 26, 2016, at a New York City Housing Authority (“NYCHA”) development, Holmes Towers, the Committee on Public Housing, chaired by Council Member Ritchie Torres, will hold an off-site oversight hearing entitled “The NextGeneration NYCHA Development Plan.” Those invited to testify include 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.

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 for 88,467 apartments.
 All told, NYCHA serves a community of 607,399 people, roughly the population of Boston.
 

III. NextGeneration NYCHA
A. Impetus for NextGeneration NYCHA


On May 19, 2015, Mayor de Blasio and NYCHA Chair and Chief Executive Officer Shola Olatoye announced NextGeneration NYCHA (“NextGen”), a ten-year plan to “stabilize the financial crisis facing New York City’s public housing authority and deliver long-needed improvements to residents’ quality of life by changing the way NYCHA is funded, operated and how it serves its residents.”
 According to NYCHA, due to underfunding by all levels of government, NYCHA faces nearly $2.5 billion in a cumulative projected operating deficit over the next ten years, and nearly $17 billion in unmet capital needs for major infrastructure repairs.
 NYCHA expects that over ten years, the plan will both produce a cumulative operating surplus of over $200 million and reduce NYCHA’s capital needs by $4.6 billion.
 


One of NextGen’s key strategies, which will be discussed in further detail below and is the focus of this hearing, is to provide “underutilized” NYCHA-owned land to support the creation of affordable housing units.
 All of those affordable housing units will count toward “Housing New York: A Five-Borough, Ten-Year Plan” (the “Housing New York” plan), Mayor de Blasio’s plan to build or preserve 200,000 units of affordable housing.
 According to press reports, NextGen calls for around 17,000 units to be built on 50 to 60 sites over ten years.
 NextGen states that all new development activity “will include a transparent resident engagement process and will bring improved amenities for existing residents.”

B. NYCHA’s Development Plan

1. 2013 Infill Development Plan

NextGen is not NYCHA’s first attempt to develop on “underutilized” NYCHA land. In December 2011, NYCHA released a five-year strategic plan, entitled “Plan NYCHA: A Roadmap for Preservation,” which included an “imperative” to “develop new mixed-use, mixed-income housing and resources.”
 In September 2012, NYCHA’s former Chair, John Rhea, announced that NYCHA had undertaken “a comprehensive review of NYCHA’s real estate footprint with a goal of offering NYCHA-owned property for the development of market rate and affordable housing, and, in some cases, commercial, retail, and community facilities.”
 The former Chair 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.”
  


At the end of January 2013, NYCHA announced its “infill development plan” to lease up to 18 sites at eight different Manhattan developments to private developers.
 Those developments were: Baruch Houses, Campos Plaza I and II, Carver Houses, Douglass Houses, LaGuardia Houses, Meltzer Tower, Smith Houses and Washington Houses.
 NYCHA stated 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 contained mostly parking lots, trash yards, and an old community center. NYCHA said it would relocate the parking spaces before construction began;  

· The sites would be leased to private developers who would build mixed-income 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; and
· There were other viable sites at other developments that NYCHA wanted to lease in the future.

NYCHA intended to “ground lease” the sites to private developers for 99 years.
 Under the ground leases, NYCHA would retain ownership of the land, but allow developers to build on the land. 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.
  

However, due to strong opposition from NYCHA residents, advocates and elected officials, particularly around issues of community engagement, NYCHA’s plan did not move forward in its proposed form. During his campaign, then-candidate de Blasio opposed the infill plan, but conceded that “there may well be a development plan that is believable and acceptable, but it has to be carefully constructed. So I certainly don’t rule it out.”
  Shortly after taking office, Mayor de Blasio shelved the 2013 infill plan and began to craft his own affordable housing plan. 
2. NextGen Development Plan

There are two components to NYCHA’s current NextGen development plan: (1) the affordable housing plan and (2) the 50/50 plan.
 
a. Affordable Housing Plan

Under the affordable housing plan, NYCHA plans to use “underutilized land” at public housing developments to build 10,000 new, affordable housing units, including a mix of uses to provide additional amenities, which will achieve a projected ten-year revenue of $100 to $200 million.
 The 10,000 units will account for 12.5% of the new construction goal of 80,000 units outlined in the Housing New York plan.
 NYCHA intends to partner with the City’s Department of Housing Preservation and Development (“HPD”) and the Housing Development Corporation (“HDC”) on the “planning, development, and ground leasing of its sites.”
 NextGen states that new development sites will be “underutilized, street-facing areas currently used as parking lots, trash areas, or storage sites.”
 New development will be subject to the following conditions: (1) “no displacement of existing NYCHA residents”; (2) “efficient building footprints”; and (3) “new buildings will not block sight lines between front doors of existing NYCHA buildings and the public sidewalk.”
 In addition, NextGen states that NYCHA will identify sites based on “proximity to neighborhoods of planned City rezonings, and ability to leverage other public investments.”
 Based on the preliminary analysis in NextGen, NYCHA estimates that it has at least 11 acres of potential development sites throughout the five boroughs to support the construction of 10,000 affordable housing units. Additionally, NextGen states that the new development will include “a mix of uses, where possible, as well as units sized for smaller households, such as senior households, with the goal of creating homes for all NYCHA residents while freeing up currently under-occupied units for larger households in need.”
 Any revenue generated by the affordable housing plan “would be reinvested into the adjacent developments and the Authority itself.”

NYCHA began resident outreach for the first three sites in summer 2014 – Ingersoll (Fort Greene, Brooklyn) in Council Member Cumbo’s district, Van Dyke (Brownsville, Brooklyn) in Council Member Mealy’s district, and Mill Brook (Mott Haven, the Bronx) in the Speaker’s district. According to NYCHA, these developments were selected because they are located in neighborhoods that are the focus of the Housing New York plan and have vulnerable populations, high capital needs, and “as-of-right” development opportunities. NYCHA worked with community based organizations, New York Communities for Change and Community Voices Heard, to facilitate resident engagement sessions – termed “community visioning sessions” by NYCHA – at the three developments. At the community visioning sessions, residents were asked “to envision how to improve [their development], identify places in the neighborhood that worked and that did not, express ideas and concerns in open mike sessions, and vote on community priorities.”
 According to NYCHA, the goals and priorities identified at the community visioning sessions informed the development plans at the three sites.
  
NYCHA released a request for proposals (“RFP”) jointly with HPD for the three sites on July 1, 2015.
 The proposed developments will be 100% affordable, which is defined as affordable
 to a household earning 60% of the area median income (“AMI”) or less, or $46,620 for a family of three, and NYCHA notes that it will seek to reach households at lower AMI levels through Section 8 vouchers.
 According to the press release, “NYCHA will retain rights to the land developed through a long-term ground lease, provide critical oversight to the project, require developers to train and hire NYCHA residents, and proactively engage residents on a regular basis as the project moved forward.”
 Additionally, the units built will be rent stabilized and NYCHA residents will have a preference for 25% of the units.
 HPD’s Marketing Guidelines will dictate the tenant selection process. 
At Ingersoll, the RFP seeks a developer to build senior housing on the site of an unused grass area, and the developer will be required to propose plans to create a first floor community space for residents and the surrounding NYCHA community.
 At Van Dyke, the RFP seeks a developer to build units for families on the site of a current parking lot.
 Finally, at Mill Brook, the RFP seeks to build senior housing on the site of an accessory parking lot, and the developer will be required to propose plans for a first floor senior community center and identify a partner to operate the center and services for seniors.
 
As of this hearing, NYCHA plans to build 150 units at Ingersoll, 225 units at Van Dyke and 125 units at Mill Brook. Proposals were due on September 30, 2015, and NYCHA is in the process of selecting the winning bidder(s) now.
b. 50/50 Plan


Under the 50/50 plan, NYCHA intends to build around 7,000
 mixed-income units on “underutilized, high-value sites.”
 Fifty percent of the new units will be affordable to households making no more than 60% of AMI, and fifty percent will be market rate.
 The development will achieve a projected ten-year revenue of $300 to $600 million, which “would be dedicated to improvement projects in the adjacent development and to ensuring the Authority’s financial sustainability.”
 According to NYCHA, residents at the 50/50 sites will have the opportunity to set the priorities for making capital improvements at their developments, such as new roofs, brickwork and kitchen and bathroom renovations.
 NYCHA has told tenants that it intends to lease the land to developers for a 60 year term, after which NYCHA will pursue another 60 year lease to ensure affordability and land rights.
 As with the NextGen affordable housing plan, NYCHA will release an RFP jointly with HPD, new units will be rent stabilized and NYCHA residents will receive a preference for 25% of the new units. Additionally, HPD’s Marketing Guidelines will dictate the tenant selection process. However, NYCHA has stated that the financing of the project, which will be determined through the RFP process, will ultimately dictate the exact community preferences and affordability levels.
In September 2015, NYCHA announced that the first two sites for 50/50 development will be Holmes Towers (Upper East Side, Manhattan) in Council Member Kallos’ district and Wyckoff Gardens (Boerum Hill, Brooklyn) in Council Member Levin’s district.
 NYCHA expects to build around 1,000 units at these sites.
 According to press reports, some of the revenue generated by the 50/50 development will be reinvested into the apartments at Wyckoff Gardens and Holmes Towers, and the rest will be funneled to NYCHA for improvements at other complexes.
 However, NYCHA has not disclosed how much revenue it expects the proposed developments to generate.
 As reported in the press, city officials said they selected Wyckoff Gardens and Holmes Towers because “[b]oth sites include large tracts of available, underused land, have a high need for capital repairs and are located in neighborhoods badly in need of affordable housing . . . . and are likely to generate the maximum amount of revenue from developers interested in building market-rate homes.”
 
At Holmes Towers, NYCHA officials told the press that the two current buildings cover just 16.2% of the land, and an area the size of three football fields is left underutilized.
 NYCHA plans to construct a single mixed-income building with 350 to 400 units, of which 175 to 200 would be reserved for affordable housing.
 According to NYCHA, development at Holmes Towers will be “as-of-right,” meaning that no zoning changes will be necessary and NYCHA does not intend to go through the City’s Uniform Land Use Review Procedure (“ULURP”) for the project. NYCHA estimates that Holmes Towers will need about $47 million in capital repairs over the next five years.
 
At Wyckoff Gardens, NYCHA officials told the press that the three current buildings take up just 12.3% of the property, leaving 5.1 acres, or the equivalent of seven football fields, of underutilized space.
 NYCHA plans to construct an underdetermined number of mixed-income buildings with 550 to 650 units, of which roughly 225 to 325 would be affordable. Unlike Holmes Towers, NYCHA has stated that a zoning change will be necessary at Wyckoff and it intends to go through the ULURP process with the developer once the developer has been selected. NYCHA estimates that Wyckoff Gardens will need about $45 million in capital repairs over the next five years.

Resident and stakeholder engagement at Holmes Towers and Wyckoff Gardens began in September 2015, and will include community visioning sessions similar to the affordable housing plan, but community based organizations are not facilitating these sessions this time. At the resident meetings, NYCHA intends to discuss “tradeoffs” with residents; that is, NYCHA will discuss the risks of building (or not building) market rate housing on public housing land. NYCHA has stated that the feedback compiled will be used to inform the RFP, which will be released in the first quarter of 2016. 
C. Public Concerns

Tenants, advocates and elected officials have voiced a number of concerns with the NextGen development plan, which include:
· Resident engagement process. Although NYCHA has been meeting regularly with tenants at the NextGen development sites, some residents feel that NYCHA is moving too quickly.
 Some residents are concerned that the resident meetings are “false pretense” and that the key decisions have already been made without sufficient resident input.

· Affordable housing. Residents are concerned that the level of affordability at the new developments will not be deep enough to allow current NYCHA tenants to qualify.
 As a comparison, the average family income in public housing is $23,311,
 whereas 60% AMI for a family of three is $46,620. 
· Maintenance needs at existing developments. Residents and elected officials are also concerned about market rate housing being built before needed repairs at existing NYCHA buildings are made.
 
· Quality of life issues. The sites identified so far include green spaces, parking lots and playgrounds. Residents and elected officials are concerned about the loss of such spaces.
 Residents have also expressed concerns about the impact of construction noise and dust on the quality of life of existing residents and the possible reduction of light and air once the new buildings are constructed.
 

· Impact on neighborhoods/gentrification. Residents have expressed concerns about the impact of increased density on local schools and infrastructure.
 Residents are also concerned about the potential displacement of local commercial and retail establishments due to an influx of higher income residents.
 Additionally, although NYCHA has stated that rents will not increase and current tenants will not be displaced, there remains a concern among tenants that both will occur.

IV. HUD Approval Process
Before leasing public housing land, NYCHA must comply with Section 18 of the United States Housing Act of 1937 and its accompanying regulations and must submit an application to the U.S. Department of Housing and Urban Development (“HUD”) showing that each of the criteria described below have been satisfied.
 NYCHA has stated that the Section 18 application process will not begin until after developers have been selected through the RFP process. 
· 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.

V. Conclusion
Today, the Committee plans to examine NYCHA’s NextGen development plan in detail. While resident engagement is underway and an RFP has been released for the affordable housing sites, there are still a number of details about the plan that remain a mystery, such as the timeline for development, possible financing models for the projects, how NYCHA will allocate the revenue generated, and the proposed structure of the development deals. Additionally, NYCHA has stated that it plans to develop at 50 to 60 sites, but has not released the names of future development locations. The Committee expects to emerge from the hearing with a clearer sense of those details. Additionally, the Committee is interested in learning about the resident engagement process thus far and how it could potentially be improved upon for future sites. Finally, given the potential impact of the plan, the Committee is particularly interested in hearing the concerns and opinions of NYCHA residents and the public-at-large at today’s hearing.
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