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I. Introduction
On October 30, 2018, the Committee on Public Housing, chaired by Council Member Alicka Ampry-Samuel, will hold an oversight hearing entitled “NYCHA Development and Privatization.” The Committee expects to hear testimony from the New York City Housing Authority (NYCHA), NYCHA residents, resident associations, and advocacy groups.
II. Background on NYCHA and Public Housing
Former New York City Mayor Fiorello La Guardia created NYCHA in 1934 in order to replace dilapidated tenements using funds from The New Deal,
 three years before the Housing Act of 1937 established public housing nationwide.
 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 325 developments, 2,418 buildings, and 175,636 units that are home to 392,259 authorized residents, making it the largest public housing authority in North America.

III. Housing New York
In May 2014, the City launched a plan called “Housing New York: A Five-Borough, Ten-Year Plan” (the “Housing New York” plan) to create and preserve 200,000 affordable housing units. The Department of Housing Preservation and Development (HPD) and the New York City Housing Development Corporation (HDC) use term sheets to “define the parameters of specific affordable housing programs”
 for city-financed or subsidized projects. Included in the term sheets are the amount of the subsidies that will be provided by the City, the number of units that will be affordable at certain Area Median Income (AMI) levels, how long the building will be affordable, and the number or percentage of certain sized units in a building.
 By November 2017, the City committed to complete the initial goal of 200,000 affordable homes by 2022 and generate an additional 100,000 units in the following four years. In order to achieve this new goal, the City launched Housing New York 2.0, which is intended to help the City reach a new goal of 300,000 affordable homes by 2026.

IV. NextGeneration NYCHA
On May 19, 2015, Mayor de Blasio and NYCHA 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.”
 NYCHA claimed that over ten years, the plan would 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 is to provide “underutilized” NYCHA-owned land to support the creation of affordable housing units.
 Most of NYCHA’s housing projects were designed in the 1950s and follow what is known as a “tower-in-the-park” format: high-rise buildings with small horizontal footprints, often located on “superblocks” comprised of multiple combined city blocks. In 1961, New York City adopted a new zoning plan that regulated residential building density based on the ratio of a building’s horizontal footprint to the size of its underlying plot of land. Because most of NYCHA’s high-rise housing projects have relatively small footprints and large proportions of open space, this zoning scheme - which still prevails today - allows for substantial further construction on or adjacent to those plots. Most of these development rights are still unused.
 All affordable housing units created on underutilized land will count towards the “Housing New York” plan.
 NextGen stated that all new development activity “will include a transparent resident engagement process and will bring improved amenities for existing residents.”

A. NYCHA’s Development Plan
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.”
 According to the former Chair, 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 did not move forward with its development plan 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. 
NextGen Development Plan 1.0
There were three components to NYCHA’s original NextGen development plan: (1) the 100% Affordable Housing and Senior First Plan, and (2) the 50/50 plan, and (3) Permanent Affordability Commitment Together (PACT). 
100% Affordable Housing and Senior First Plan 
Under the 100% Affordable Housing and Senior First Plan, NYCHA planned to use “underutilized land” at public housing developments to build 10,000 new, affordable housing units.
 NYCHA projected a ten-year revenue of $100 to $200 million.
 The 10,000 units would have accounted for 12.5% of the new construction goal of 80,000 units outlined in the Housing New York plan.
 NYCHA intended 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 1.0 stated that new development sites would be “underutilized, street-facing areas currently used as parking lots, trash areas, or storage sites.”
 New development would have been 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 1.0 stated that NYCHA would 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 1.0, NYCHA estimated that it had at least 11 acres of potential development sites throughout the five boroughs to support the construction of 10,000 affordable housing units. Additionally, NextGen 1.0 stated that the new development would 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), Van Dyke (Brownsville, Brooklyn), and Mill Brook (Mott Haven, the Bronx. 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 selected twelve sites for 100% Affordable Housing and Senior First Developments. NYCHA planned to retain the 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.
  HPD’s Marketing Guidelines dictated the tenant selection process. NYCHA targeted the following locations to build the NextGen 1.0 100% Affordable and Seniors First Housing Initiatives:
· Mill Brook, Bronx – In 2017, NYCHA leased approximately 126,055 square feet of development rights for the construction of 159 units for senior housing. NYCHA began construction in 2017 and is expected to complete it by 2019.

· Ingersoll, Brooklyn – In 2017, NYCHA leased approximately 124,000 square feet of development rights for the construction of 146 units for senior housing.  In 2017, NYCHA began construction on this project and it is expected to be completed by 2019.

· Van Dyke, Brooklyn – NYCHA planned to lease approximately 36,000 square feet with 191,500 square feet of development rights to build a 180 affordable housing units. NYCHA and HPD issued an RFP in 2015 and a developer was designated in 2016. NYCHA submitted a Section 18 application
 to HUD in 2017. A new developer was designated in late 2017 and construction is expected to begin in 2019.

· Betances V, Bronx – NYCHA planned to lease approximately 12,600 square feet to build 149 units for senior housing. NYCHA and HPD issued an RFP in 2016 and a developer was designated in 2017. NYCHA planned to submit a Section 18 application to HUD in 2018. 

· Betances VI, Bronx – NYCHA planned to lease approximately 9,800 square feet to construct a development with 101 apartments for families. NYCHA and HPD issued an RFP in 2016 and a developer was selected in 2017. NYCHA planned to submit to HUD a Section 18 application in 2018, and to demolish an existing one story commercial structure and build a new affordable housing structure in 2019.

· Morrisania Air Rights, Bronx – NYCHA planned to lease approximately 21,200 square feet to construct a multifamily development. NYCHA and HPD issued an RFP in 2017 and planned to select a developer in 2018. NYCHA planned to submit a Section 18 application in 2019 to HUD and begin construction in 2019 or 2020.

· Sumner, Brooklyn – NYCHA planned to lease 24,200 square feet to build a senior housing development. NYCHA and HPD issued an RFP in 2017 and a developer was selected in 2018.  NYCHA planned to submit a Section 18 application to HUD in 2018 and begin construction in 2019.

· Twin Parks West, Bronx – NYCHA planned to lease 16,500 square feet to construct a multifamily development. NYCHA and HPD issued an RFP in 2017 and selected a developer in 2018. NYCHA planned to submit a Section 18 application to HUD in 2018 and begin construction in 2019.

· Harborview Terrace, Manhattan - NYCHA planned to lease approximately 29,000 square feet to build a multifamily development. NYCHA and HPD selected a developer in 2007 to construct two buildings with a minimum of 210 units on a parking lot.  The required ULURP land use review process was completed in November 2008. The project was put on hold for many years until NYCHA and HPD issued a new RFP in May 2017 for an affordable housing development. NYCHA planned to select a development in 2018, submit a Section 18 application in 2019, and have construction begin in 2020.
 
· Baruch Houses, Manhattan - NYCHA planned to lease approximately 6,800 square feet to build a senior housing development. NYCHA and HPD issued the RFP in 2017 and planned to select a developer in 2018. 

· Bushwick II CDA (Group E), Brooklyn – NYCHA planned to lease approximately 7,800 square feet to construct a senior housing development. NYCHA and HPD issued an RFP in 2017 and planned to select a developer in 2018.

· Justice Sonya Sotomayor Houses, Bronx – NYCHA planned to lease approximately 9,400 square feet to construct a senior housing development.  NYCHA and HPD issued an RFP in 2017 and planned to select a developer in 2018. 

NextGen Neighborhoods Affordable and Market Rate Housing Initiatives (50/50 Plan)

Under the NextGen Neighborhoods Affordable and Market Rate Housing Initiatives (50/50 Plan), NYCHA intended to build around 7,000
 mixed-income units on “underutilized, high-value sites.”
 Fifty percent of the new units would have been affordable to households making no more than 60% of Area Median Income (AMI), and fifty percent would have been market rate.
 This plan had 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 would have had the opportunity to set the priorities for making capital improvements at their developments, such as new roofs, brickwork and kitchen and bathroom renovations.
 NYCHA told tenants that it intended to lease the land to developers for a 60 year term, after which NYCHA would pursue another 60 year lease to ensure affordability and land rights.
 As with the NextGen affordable housing plan, NYCHA planned to release an RFP jointly with HPD, where new units would be rent stabilized and NYCHA residents would receive a preference for 25% of the new units. Additionally, HPD’s Marketing Guidelines would dictate the tenant selection process. However, NYCHA stated that the financing of the project, which would be determined through the RFP process, would ultimately dictate the exact community preferences and affordability levels. NYCHA targeted the following locations for the 50/50 Plan:
· Holmes Towers, Manhattan – Holmes Towers was the first of NYCHA’s planned 50/50 projects. NYCHA planned to lease approximately 15,000 square feet with approximately 310,000 square feet of development rights to build market rate and affordable housing. NYCHA and HPD issued an RFP in Spring 2016, and selected Harold Fetner’s proposal in Spring 2017. The deal was originally expected to close in June 2018, but is now expected to close in December 2018 or early 2019.
 NYCHA plans to submit a Section 18 application in 2018 and construction is scheduled to start in 2019. 

· Wyckoff Gardens, Brooklyn – NYCHA planned to lease two parcels of approximately 31,000 and 25,000 square feet with approximately 500,000 square feet of total development rights for market and affordable housing development. NYCHA and HPD submitted an RFP in Spring 2016 and a developer was selected in 2017. NYCHA planned to submit a Section 18 application in 2019 and construction was scheduled to begin in 2019 or in 2020. 

· La Guardia, Manhattan – NYCHA planned to lease approximately 18,000 square feet with approximately 350,000 square feet of residential development rights for market rate and affordable housing development. NYCHA and HPD issued an RFP in 2018 for this project.

· Cooper Park, Brooklyn – NYCHA planned to lease approximately 36,000 square feet with approximately 185,000 square feet of residential development rights for market rate and affordable housing development. NYCHA and HPD planned to issue an RFP in 2018.
 

Next Generation NYCHA - Permanent Affordability Commitment Together (PACT)
NYCHA created a program called Permanent Affordability Commitment Together (PACT) to identify subsidy options to preserve their affordable housing stock. One of the subsidies included in PACT is New York City’s implementation of the US Department of Housing Urban Development’s Rental Assistance Demonstration (RAD) program. RAD allows NYCHA to leverage public and private debt and equity in order to reinvest it back to the housing stock.
 
Under PACT, NYCHA planned to use RAD to move the funding source of public housing developments, which are unfunded or receive funds under Section 9 of the US Housing Act, to the Housing Choice Voucher Program which is funded by Section 8. The goal of this plan is to provide a more stable flow of federal subsidy. NYCHA retains control of the ownership of the property under PACT.
 NYCHA planned to have an important role in key decisions and oversight over the development, as the Section 8 administrator
. NYCHA said when a unit is converted in the PACT program, all of the units must remain permanently affordable since the rent cannot exceed 30 percent of a tenant’s income. NYCHA planned to enforce this requirement due to their ownership of the land and legal agreements with the developer.
 
On December 2016, NYCHA announced its first RAD/PACT deal in Ocean Bay (Bayside). It converted 1,395 apartments in 24 buildings from public housing to Project Based Section 8.
  NYCHA entered into a partnership with MDG Construction & Design who was selected as the developer. The development was financed with funds from the Federal Emergency Management Agency due to damaged caused by Hurricane Sandy,  tax exempt bonds fro, the New York State Housing Finance Agency, and equity generated from the 4% Low Income Housing Tax Credit.
  Due to the PACT program, the developers at Ocean Bay upgraded the heating and security systems, boilers, roofs, and updated apartment interiors to include new windows, kitchens and bathrooms.  The rehabilitative work occurred with tenants residing in the complex. NYCHA expects the rehabilitative work to be completed in 2018 and the remaining work will conclude in 2019. 


PACT- Scattered Sites in the Bronx and Brooklyn
In January 2017, HUD approved NYCHA to convert 1,700 units in the Bronx and Brooklyn from public housing to Section 8 Project Based Vouchers.
 In May 2017, NYCHA issued an RFP to identify developers who can assist with conversion of funding, raise financing, perform the necessary rehab, provide property management and deliver social services to the 17 identified scattered site locations.
 NYCHA separated the sites into three bundles:
· Bundle 1 (located in the Bronx) - Twin Parks West (Sites 1 & 2); Franklin Avenue I Conventional; Franklin Avenue II Conventional; Franklin Avenue III Conventional; High Bridge Rehabs (Anderson Avenue); High bridge Rehabs (Nelson Avenue)

· Bundle 2 (located in the Bronx) – Betnaces II, 9A; Betnances II, 13; Betances II, 18; Betances III, 9A; Betances III, 13; Betances III, 18; Betances V (partial); Betances VI (partial)

· Bundle 3 (located in Brooklyn); Bushwick II (Group A & C); Bushwick II CDA (Group E); Palmetto Gardens

NYCHA selected developers for all three bundles in January 2018. For bundles 1 and 2, construction was set to begin in 2018 while for bundle 3 construction was set to start in 2019.
 

PACT- Unfunded Units (LLC II)
NYCHA has an unfunded unit portfolio that consists of 8 developments (Baychester, Murphy, 344 East 28th Street, Independence Towers, Williams Plaza, Wise Towers, Boulevard and Linden) known as the LLC II developments.
 These developments were originally funded by the City and State but have not received any funding from them since 1998. Although LLC II was never directly funded by HUD, NYCHA shares the federal funds it receives for public housing to help run these developments. It currently costs NYCHA more than $23 million a year administer these developments and the unfunded capital needs is more than $775 million.
 

On September 11, 2008, HUD approved NYCHA’s plan to transition unfunded public housing units to Section 8. Currently, when a resident residing in an LLC II development vacates their apartment, NYCHA converts the unit that uses Section 8 Voucher.  Between 2008 and 2018, NYCHA was able to convert 1,808 units at these developments. NYCHA planned to use PACT to convert the remaining 3,890 units to Section 8. In September 2017, NYCHA released an RFP to identify a developer, perform capital rehabilitation, undertake property management, and deliver social services. 


NextGen 2.0

The Public Housing Committee had planned to hold a hearing about NYCHA Development and Privatization on October 3, 2018. That hearing was deferred due to the unexpected resignation of NYCHA’s Executive Vice President for Real Estate, as well as information from NYCHA that they were finalizing an updated plan – NextGen 2.0 – which included the redevelopment and privatization of public housing developments across the City.
 Interim NYCHA Chair Stanley Brezenoff told New York Daily News on October 17, 2018 that NYCHA plans to dramatically expand a plan to lease out NYCHA developments to private managers under the RAD program from 15,000 to 26,000 units.

B. Public Concerns about NYCHA Development and Privatization
Tenants, advocates and elected officials voiced a number of concerns with the original NextGen development plan. This hearing will allow the Committee to hear how NYCHA plans to address these concerns in NextGen 2.0. The following issues have been raised in the past:
· Resident engagement process. NYCHA says that they have regularly with tenants at the NextGen development sites. However, some residents feel that NYCHA is moving too quickly.
 Some residents are concerned that the resident meetings are a “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 $24,366,
 whereas 60% AMI for a family of three is $ 56,340
. 
· 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 in NextGen 1.0 included green spaces, parking lots, and playgrounds. Residents and elected officials are concerned about the loss of such spaces.
 Residents 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 stated that rents will not increase and current tenants will not be displaced, there remains a concern among tenants that both will occur.

V. 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. To do so, NYCHA 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.


VI. Conclusion
This hearing will provide NYCHA with an opportunity to elaborate on NextGen 2.0. The Council will also learn more about whether NYCHA’s proposed plans will generate enough to cover their capital needs while fulfilling their obligations to residents.
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