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I. INTRODUCTION
On January 13, 2021, the Committee on Public Housing, chaired by Council Member Alicka Ampry-Samuel, will hold an oversight hearing entitled “NYCHA Development: NYCHA 2.0 and PACT/RAD.” The Committee expects to hear testimony from officials of the New York City Housing Authority (NYCHA), NYCHA tenants, and other key stakeholders.

II. Background on NYCHA
Former New York City Mayor Fiorello La Guardia created NYCHA in 1934, by replacing dilapidated tenements using funds from The New Deal,[footnoteRef:1] three years before the Housing Act of 1937 established public housing nationwide.[footnoteRef:2] NYCHA originally served two purposes: (1) to provide low-cost housing for middle-class, working families temporarily unemployed because of the Great Depression, and (2) to bolster the lagging economy by creating jobs for building trades.[footnoteRef:3] Later, NYCHA’s purpose evolved into providing safe, decent housing for families with the lowest incomes.[footnoteRef:4] Currently, NYCHA has 316 developments, 2,351 buildings, and 173,762 units that are home to 381,159 authorized residents, making it the largest public housing authority in North America.[footnoteRef:5] [1:   Ferre-Sadurni, Luis, “The Rise and Fall of New York Public Housing: An Oral History,” The New York Times, available at https://www.nytimes.com/interactive/2018/06/25/nyregion/new-york-city-public-housing-history.html.]  [2:  Housing Act of 1937, available at https://www.gpo.gov/fdsys/pkg/USCODE-2009-title42/pdf/USCODE-2009-title42-chap8.pdf. ]  [3:  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).]  [4:  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).]  [5:  See NYCHA Fact Sheet, available at https://www1.nyc.gov/assets/nycha/downloads/pdf/NYCHA-Fact-Sheet_2019_08-01.pdf.] 

III. NYCHA’s Development Plan
A. NextGeneration NYCHA
On May 19, 2015, Mayor Bill 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.”[footnoteRef:6] NYCHA claimed that over ten years’ time, the plan would both produce a cumulative operating surplus of over $200 million and reduce NYCHA’s capital needs by $4.6 billion.[footnoteRef:7] There were three components to NYCHA’s original NextGen development plan: (1) the 100% Affordable Housing and Senior First Plan;, (2) the 50/50 plan; and (3) Permanent Affordability Commitment Together (PACT).  [6:  See NYCHA’s NextGeneration NYCHA, available at http://www1.nyc.gov/assets/nycha/downloads/pdf/nextgen-nycha-web.pdf.]  [7:  Id.] 

One of NextGen’s key strategies was to provide “underutilized” NYCHA-owned land to support the creation of affordable housing units.[footnoteRef:8] 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. As 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 additional substantial construction on or adjacent to those plots. Most of these development rights remain unused.[footnoteRef:9] All affordable housing units created on underutilized land will count towards the “Housing New York” plan.[footnoteRef:10] NextGen stated that all new development activity “will include a transparent resident engagement process and will bring improved amenities for existing residents.”[footnoteRef:11] [8:  See NextGeneration NYCHA, at 1, available at http://www1.nyc.gov/assets/nycha/downloads/pdf/nextgen-nycha-web.pdf.]  [9:  New York City Bar, Report on Legislation by the
Housing and Urban Development Committee, available at
https://www2.nycbar.org/pdf/report/uploads/20072537-CompliancewithNYCLand
UseReviewProcedure.pdf]  [10:  See Housing New York: A Five-Borough, Ten-Year Plan, available at http://www.nyc.gov/html/housing/assets/downloads/pdf/housing_plan.pdf ]  [11:  See NextGeneration NYCHA, at 11, available at http://www1.nyc.gov/assets/nycha/downloads/pdf/nextgen-nycha-web.pdf.] 

B. NextGeneration NYCHA 2.0
On December 12, 2018, Mayor de Blasio and NYCHA announced “NYCHA 2.0”, an update to the original NextGen plan.[footnoteRef:12] The plan is comprised of three parts: (1) “PACT to Preserve,” (2) “Build to Preserve,” and (3) “Transfer to Preserve.”[footnoteRef:13] The first component, “PACT to Preserve,” is NYCHA’s existing plan to convert 62,000 units from Section 9 to Section 8 through the federal Rental Assistance Demonstration (RAD) program, discussed further below in Section III(C).[footnoteRef:14] The second component, “Build to Preserve,” replaces the 50/50 program from the original NextGen plan with a program to develop new mixed-income buildings on select NYCHA campuses.[footnoteRef:15] The third component, “Transfer to Preserve,” would transfer a portion of NYCHA’s estimated 80 million square feet of unused development rights (known as “air rights”) to adjacent privately-owned sites.[footnoteRef:16] [12:  NYCHA, Fixing NYCHA: Mayor de Blasio Announces Comprehensive Plan to Renovate NYCHA Apartments and Preserve Public Housing, (Dec. 12, 2018), available at https://www1.nyc.gov/office-of-the-mayor/news/591-18/fixing-nycha-mayor-de-blasio-comprehensive-plan-renovate-nycha-apartments-and#/0. ]  [13:  NYCHA 2.0, 12, available at https://www1.nyc.gov/assets/nycha/downloads/pdf/NYCHA-2.0-Part1.pdf.]  [14:  Id. at 13.]  [15:  Id. at 16.]  [16:  Id. at 18.] 

C. Federal Rental Assistance Demonstration Program
In 2011, the United States Department of Housing and Urban Development (HUD) created RAD to enable Public Housing Authorities (PHA) to preserve and improve public housing properties.[footnoteRef:17] RAD allows for the conversion of public housing from Section 9 of the Housing Act of 1937, which is the current operating funding source for traditional public housing, to project-based Section 8 rental housing assistance.[footnoteRef:18] Section 8 is the Housing Choice Voucher Program that authorizes both the tenant-based and project-based payment of rental housing assistance, often to private landlords.[footnoteRef:19] While tenant-based Section 8 assistance is tied to the tenant, who must meet certain income eligibility requirements,[footnoteRef:20] project-based Section 8 assistance is tied to the project and covers all units in the development rather than the tenant.[footnoteRef:21] Although RAD permits conversion to project-based Section 8 rental assistance, NYCHA tenants who choose to move from the property at least one year after the conversion have the option to carry the subsidy with them as tenant-based assistance, while the vacated NYCHA unit would remain affordable.[footnoteRef:22] In other words, residents who have lived in a converted unit for at least a year can apply for a “portable” Section 8 voucher to be applied to the apartment they move into, public or private.[footnoteRef:23] Conversion to Section 8 allows PHAs to leverage both public and private debt to finance improvements and repairs to their developments.[footnoteRef:24] [17:  U.S. HUD, Rental Assistance Demonstration (RAD), https://www.hud.gov/RAD (last accessed Jan. 6, 2021).]  [18:  Id.; see also HUD Exchange, Rental Assistance Demonstration (RAD),  https://www.hudexchange.info/programs/rad/ (last accessed Jan. 12, 2021).]  [19:  See id.; see also Community Service Society et al., Resident Handbook: A Guide to NYCHA RAD Conversion, (March 2018), available at https://smhttp-ssl-58547.nexcesscdn.net/nycss/images/uploads/pubs/RADHandbook1.pdf .]  [20:  NYU Furman Center, Section 8 Housing Choice Voucher Program, https://furmancenter.org/coredata/directory/entry/section-8-housing-choice-voucher-program.]  [21:  NYU Furman Center, Section 8 Project-Based Voucher Program (PBV), https://furmancenter.org/coredata/directory/entry/project-based-section-8. ]  [22:  HUD, Rental Assistance Demonstration (RAD), https://www.hud.gov/RAD; Community Service Society et al., Resident Handbook: A Guide to NYCHA RAD Conversion, (March 2018), available at https://smhttp-ssl-58547.nexcesscdn.net/nycss/images/uploads/pubs/RADHandbook1.pdf.]  [23:  Community Service Society et al., Resident Handbook: A Guide to NYCHA RAD Conversion, 6 (March 2018), available at https://smhttp-ssl-58547.nexcesscdn.net/nycss/images/uploads/pubs/RADHandbook1.pdf.]  [24:  Id.] 

1. PACT: NYCHA’s Implementation of RAD
NYCHA’s Permanent Affordability Commitment Together (PACT) program was created in order to identify subsidy options to preserve NYCHA’s affordable housing stock. As discussed, supra, it is one component of NYCHA 2.0. 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, 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,[footnoteRef:25] and plans to have an important role in key decisions and oversight over the development as the Section 8 Administrator.[footnoteRef:26] 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 plans to enforce this requirement as the ongoing owner of the land and via legal agreements with the developer.[footnoteRef:27]  [25:  Id.	 ]  [26:  Id.	 ]  [27:  See NYCHA Draft Annual Plan available at https://www1.nyc.gov/assets/nycha/downloads/pdf/FY21_Draft_Annual_Plan_10_19_20.pdf.	 ] 

2. PACT/RAD Conversions
On December 2016, NYCHA announced its first PACT/RAD deal in Ocean Bay (Bayside). It converted 1,395 apartments in 24 buildings from public housing to Project Based Section 8.[footnoteRef:28]  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 damage caused by Superstorm Sandy, tax exempt bonds from the New York State Housing Finance Agency, and equity generated from the 4% Low Income Housing Tax Credit.[footnoteRef:29]  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. [28:  Id. ]  [29:  Id.	 ] 

	Projects currently in the PACT/RAD program are as follows[footnoteRef:30]: [30:  See NYCHA Draft Annual Plan FY 2021 https://www1.nyc.gov/assets/nycha/downloads/pdf/FY21_Draft_Annual_Plan_10_19_20.pdf. ] 

· Converted: 
· Ocean Bay, consisting of 1395 units in 24 elevator buildings in Bayside, Queens, with work having concluded in 2019.[footnoteRef:31] [31:  Id. at 105.] 

· Under construction: 
· Twin Parks West, consisting of 312 units in one building in Fordham Heights, Bronx, with repairs planned for completion by 2021;[footnoteRef:32] [32:  Id.] 

· Betances Houses, consisting of 1088 units in 40 buildings across 10 developments in Mott Haven, Bronx, with repairs planned for completion by early 2021;[footnoteRef:33] [33:  Id.] 

· Highbridge-Franklin, consisting of 336 units in 14 buildings in Highbridge and Claremont, Bronx, with repairs planned for completion by 2021;[footnoteRef:34] [34:  Id. at 105–6.] 

· Hope Gardens, consisting of 1321 units in 60 buildings in Bushwick, Brooklyn, with repairs planned for completion by 2021;[footnoteRef:35] [35:  Id. at 106.] 

· Brooklyn PACT, consisting of 2625 units in 38 buildings in Bedford-Stuyvesant, Boerum Hill, and South Williamsburg, Brooklyn, with repairs planned for completion by 2023.[footnoteRef:36] [36:  Id.] 

Additionally, on June 19, 2019, HUD approved NYCHA’s request to convert several more developments through RAD, the full list of which can be found in NYCHA’s Draft Annual Plan for Fiscal Year 2021.[footnoteRef:37] [37:  Id. at 106–51.  ] 

D. 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 HUD showing that each of the criteria described below have been satisfied.[footnoteRef:38] NYCHA has stated that the Section 18 application process will not begin until after developers have been selected through the RFP process.  [38:  See generally 24 C.F.R. Part 970.] 

· 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.”[footnoteRef:39] [39:  24 CFR § 970.17.] 

· 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.[footnoteRef:40]  [40:  24 CFR § 970.9(a).  ] 

· 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.[footnoteRef:41]  [41:  24 CFR §§ 970.5 and 970.7(a)(4).] 

· Estimate of fair market value.  NYCHA must provide the fair market value of lease sites based on an independent appraisal.[footnoteRef:42] [42:  24 CFR § 970.7(a)(9).] 

· 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.[footnoteRef:43]  After HUD approves and NYCHA leases the sites, NYCHA must show how the proceeds were spent.[footnoteRef:44] [43:  24 CFR § 970(a)(10).]  [44:  24 CFR § 970.35(a).] 

· Environmental review.  NYCHA must conduct an environmental review of the leasing plan.[footnoteRef:45] [45:  24 CFR §§ 970.7(a)(15) and 970.13.] 

· 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.[footnoteRef:46] [46:  24 CFR § 970.7(a)(1) and (a)(13).] 

· 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.[footnoteRef:47] [47:  24 CFR § 970.7(a)(16).] 

IV. Public Concerns about NYCHA Development and Privatization
Tenants, advocates and elected officials previously voiced a number of concerns with the original NextGen development plan, including: a lack of resident engagement; concern that affordability at new developments would not be deep enough to allow current NYCHA tenants to qualify; that market rate housing would be built before repairs at existing buildings take place; the possible negative impact on quality of life, including the loss of existing green spaces, parking lots, and playgrounds and the noise pollution of construction; the additional burden increased density would have on local schools and infrastructure; and gentrification.
Many of these concerns remain with the shift to NYCHA 2.0. For instance, there are still concerns around the implications PACT/RAD conversion will have on NYCHA’s existing backlog of repair orders. It has recently been reported that, with the conversion of NYCHA apartments to the private sector, repair orders have been deemed “closed,” even where no repair work had been done.[footnoteRef:48] Once a unit has been converted, tenants are reportedly instructed to inform the development’s new management team of any repair needs, and NYCHA no longer maintains a record of those work orders.[footnoteRef:49] Further, NYCHA maintains that developments that undergo PACT/RAD conversion are no longer covered by the mold and leak abatement court order resulting from the Baez lawsuit, and it has been reported that 746 pending mold or excessive moisture repair requests were deemed closed without the work completed once the units were placed into PACT/RAD.[footnoteRef:50] Residents have additionally reported confusion and lack of information about the process, concerns with the process of signing a new lease, and ongoing concerns that conversion will result in gentrification.[footnoteRef:51]  [48:  Greg Smith, How NYCHA Allegedly Closed the Book on Repairs It Didn’t Do, The City (Dec. 22, 2020, 8:35 p.m.) https://www.thecity.nyc/2020/12/22/22196488/nycha-open-repairs-mold-rad-privatization-public-housing. ]  [49:  Id.]  [50:  Id.]  [51:  Rachel Holliday Smith, Feeling Left Out, Public Housing Tenants ‘Not on Board’ With Privatization Plan, The City, (Jul. 19, 2020, 3:17 p.m.) https://www.thecity.nyc/housing/2020/7/19/21330309/public-housing-tenants-nycha-privatization-manhattan-housing. ] 

V. Conclusion
This hearing will allow the Committee to hear how NYCHA has addressed tenant concerns surrounding the conversion of public housing to Section 8 under the RAD process, and how NYCHA intends to address outstanding concerns going forward. It will also provide NYCHA representatives with an opportunity to elaborate on NYCHA 2.0. The Committee hopes to also hear testimony about whether NYCHA’s proposed plans will generate enough revenue to cover their capital needs and whether the agency is concurrently fulfilling their obligations to residents.
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