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TITLE:
Resolution calling upon the United States Department of Housing and Urban Development to approve the New York City Housing Authority’s mixed-finance modernization plan to transfer or restructure the ownership of certain developments built by the City and State of New York in order to qualify for federal funding for those developments.

Background and Intent:

The Committee on Public Housing, chaired by Council Member Rosie Mendez, will conduct a hearing on a preconsidered resolution calling upon the United States Department of Housing and Urban Development to approve the New York City Housing Authority’s mixed-finance modernization plan to transfer or restructure the ownership of certain developments built by the City and State of New York in order to qualify for federal funding for those developments.

The New York City Housing Authority (NYCHA or Authority) is the largest public housing authority in North America with 334 developments containing 2,611 buildings spread throughout the City.
  Nearly 404,000 authorized residents live in almost 178,556 apartments.  These numbers represent 8.4% 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 98); while Queens has 26 developments and Staten Island has 10.
  However, there are twenty-one developments, which were originally built by the City or State of New York, which do not receive federal operating subsidies, but are subjected to federal law and Department of Housing and Urban Development (HUD) rules and regulations.
  
As of January 30, 2010, there were about 131,000 families on the waiting list for conventional public housing as well as an additional 124,760 families on the wait list for housing through the Section 8 program.
  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 $23,187 and the average rent is $408 per month.
 Over one-third of the heads of households are senior citizens and 42 NYCHA developments are for seniors only.
  Further, NYCHA reports that “11.9% of its families are on public assistance,” and “Social Security, SSI, a pension, Veteran’s benefits” or a similar program “support 41.9% of the families.”
 Working families are said to account for “47.4% of families.”
  Approximately 36.8% of NYCHA residents consist of persons under the age of twenty-one, and about 29.7% are minors under the age of 18. 

NYCHA’s Mixed Finance Plan Overview
In December 2009, NYCHA announced that it would seek to implement a Mixed Finance Modernization Plan (MFMP).  The MFMP is necessary due to NYCHA’s dire financial condition which has been well documented and compounded by the lack of HUD funding for the twenty-one City and State developments.
  Under the MFMP, NYCHA proposed to lease the land and sell the buildings of the twenty-one developments originally financed by the City or State of New York, to a limited-liability company (LLC).
  A Housing Development Fund Corporation (HDFC) organized pursuant to Article 11 of the Private Housing Finance Law will be created.
  The members of the board of the HDFC will be the Chairman of NYCHA and the members of the board of the Authority.
  The HDFC will serve as a managing member or general partner of the LLC. NYCHA proposes to use the sale proceeds to make a loan for a portion of the modernization and NYCHA will pledge funds that have been 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 will be issued backed by the net operating income on units within the twenty-one developments that have been set aside only for residents who have a Section 8 voucher.
  The proceeds of the bond sales will be used to rehabilitate the twenty-one developments by making capital improvements.

Generally, PHA’s are prohibited from developing new public housing units.
 However, ARRA permits PHA’s to bring additional units into the federal public housing portfolio and receive full Federal funding so long as such units are developed using ARRA funding.
 Since the capital work of the State and City developments will be on a large scale, non-Federal funds in addition to ARRA funds will be required to undertake and complete the level of necessary capital work. In order to accomplish this, NYCHA will be required to employ HUD's mixed-finance approach for public housing developments, but must do so within the strict obligation and expenditure deadlines imposed by ARRA, on or no later than March 17, 2010.
Preconsidered Resolution

All NYCHA developments are included in the federal public housing program except for twenty-one developments, originally financed with State or City funding, that are not included in the count determining NYCHA’s operating or capital subsidies.  NYCHA has an FY2010 operating deficit of $149 million arising primarily from reduced federal assistance, the substantial increase in non-discretionary operating costs and program restrictions that constrict the Authority’s ability to utilize its funding in a manner that is best suited to address the needs of the families served. The Council is concerned that the lack of funding for the twenty-one City and State developments will hamper the quality of life for all of NYCHA’s residents as the Authority is forced to continue to lay off workers and cut back on the level of services residents receive.  Additionally, the Council believes that without an assured stream of governmental assistance to cover the difference between the operating costs of the twenty-one developments and the rents paid by the resident families, it will be exceedingly difficult for NYCHA to maintain of these  twenty-one developments as they should be maintained.
The Council believes that the goal of the MFMP, which is to place the twenty-one developments into the formula that determines the level of NYCHA’s operating or capital subsidies from the federal government, is vital to ensuring the long-term viability of these developments.  The Council also believes that the federal Department of Housing and Urban Development should approve the New York City Housing Authority’s mixed-finance modernization plan to transfer or restructure the ownership of certain developments built by the City and State of New York in order to qualify for federal funding for those developments. 

Preconsidered Res. No.

Resolution calling upon the United States Department of Housing and Urban Development to approve the New York City Housing Authority’s mixed-finance modernization plan to transfer or restructure the ownership of certain developments built by the City and State of New York in order to qualify for federal funding for those developments.

By Council Member Levin

Whereas, The New York City Housing Authority (NYCHA) is a public housing agency (PHA) organized and funded primarily through federal programs; and 

Whereas, All NYCHA developments are included in the federal public housing program except for 21 developments, originally financed with State or City funding, that are not included in the count determining NYCHA’s operating or capital subsidies; and

Whereas, Funding for the federal public housing program has declined substantially over the past several years; and

Whereas, Housing agencies are prohibited from increasing the rents paid by low-income public housing residents to more than 30% of adjusted family income; and

Whereas, Although an operating subsidy is provided to fill the gap between the rents paid by public housing families and the costs of operating public housing it has remained basically flat over the past several years; and

Whereas, NYCHA has an FY2010 operating deficit of $149 million arising primarily from reduced federal assistance, the substantial increase in non-discretionary operating costs and program restrictions that constrict the Authority’s ability to utilize its funding in a manner that is best suited to address the needs of the families served; and

Whereas, NYCHA is additionally burdened by its operation of 21,000 apartments for which it has no dedicated stream of government subsidy; and

Whereas, The aforementioned 21 developments are a viable source of affordable housing currently providing accommodations to nearly 21,000 low-income households, nearly 35% of which are headed by individuals who are elderly or disabled; and

Whereas, In FY2010 the 21 developments are expected to incur an estimated operating deficit of approximately $90 million; and

Whereas, Without an assured stream of governmental assistance to cover the difference between the operating costs of the 21 developments and the rents paid by the resident families, it will be exceedingly difficult for NYCHA to continue the future operation of the 21 developments; and

Whereas, The American Reinvestment and Recovery Act (ARRA) provides NYCHA with an opportunity to address the ongoing deficit caused by the lack of funding for the City and State developments by permitting PHA’s to bring additional units into the federal public housing portfolio for the purpose of receiving federal operating and capital dollars by undertaking a mixed-financed modernization plan; and

Whereas; The mixed-finance modernization plan involves using a combination of federal and private funds to make capital repairs to the 21 developments while NYCHA maintains control and operations, with the goal of placing the 21 developments into the formula that determines the level of NYCHA’s operating or capital subsidies from the federal government; and

Whereas, The New York State Legislature has approved legislation which would authorize NYCHA to undertake the mixed-financed modernization plan and would provide much needed funding for the City and State developments; now, therefore, be it

Resolved, That the Council of the City of New York calls upon the United States Department of Housing and Urban Development to approve the New York City Housing Authority’s mixed-finance modernization plan to transfer or restructure the ownership of certain developments built by the City and State of New York in order to qualify for federal funding for those developments.
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� See NYCHA’s Fact Sheet, available at http://www.nyc.gov/html/nycha/html/about/factsheet.shtml.


� Id.


� Id. 


� See Federalization Background on file with the New York City Council Committee on Public Housing.


� Id.  Additionally, Section 8 is a Federal program that allows low-income families to live in market rate housing and pay 30% of their income for rent.


� See NYCHA’s Fact Sheet available at http://www.nyc.gov/html/nycha/html/about/factsheet.shtml


� Id. 


�  Id.


� Id.


� 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 bill A 9487-B/S.6430-A of the New York State Legislature authorizing the sale of the twenty-one developments.  


� Id.


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


� 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.
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