New York City Housing Authority
2010 Preliminary Budget Hearing

March 15, 2010



ng

Budaet Hear

minary

2010 Prel

April 2009 Budgeted Deficit $
Section 8 Deficit (187
Section 8 Transition . (2)
Non-Reimbursable Expenses (15

~ Section 8 Reserve 187
Federal Operating Subsidy | | 57
Spending Controls 5

FY 2009 Preliminary Operating Results $ 0

Dollars in Millions

New York City Housing Authority

Page 2. -



2010 Preliminary Budaget Hearing

« Operating Subsidy — Full Funding Restored
« Dwelling Rent — Collection Trends

w

W

M

Opportunities
* Federalization — Ocmqmﬁ_:@ Subsidy for City and State _um<m_mu

. |

+ Public/ _u_:,.\mﬂm Partnerships | |

« Increased Repair and Maintenance Costs

Risks | | - .
« Section 8 Subsidy Shortfall |
« Section 8 Transition

« Insufficient Funding for Front Line Staff

« Underfunding of Community and Senior Centers

New York City Housing Authority

Page 3




Previous 2010 Forecast , $

Section 8 Transition
Section 8 Deficit

Dwelling Rent

Federal Operating Subsidy

g Federalization ,

il Current Forecast - $ |

E | _ B

: | |
% Dollars in Miilions . N ,

‘Page 4

New York City Housing Authority



1Ng

ry Budget Hear

102,000

101,000

100,000

99,000

98,000

97,000 ¢

96,000

95,000

2010 Prelimina

Dollars in Millions

New York City Housing Authority

— Vouchers m
Highlights:
* Frontload Subsidy

* All Funds Exhausted by November
* Attrition Not Sufficient to Sustain Program  year End Deficit

—— Maximum Authorized -~~~ Level of >¢o2_mcm:m~<

Section 8 Revenue
Projected Expenditure




2010 Prel

R

ing

iminary

BudqetlHear

« Reduce Section 8 Payment mﬁm:n_ma

» Terminate Families From Section 8 Pro
. / Eo:m_ Federal Government Funds

. itional Local Government Funds

New York City Housing Authority . _ _ T

ra

Page 6



o

2010 Preliminary Budget Hearing

i
1
|
i
I
|
]
!

Bond, 11%
City, 7%

Stimilus, 5%
Tax Q.mn_M: Equity,
o
|
State , 3%

¢

Expanded Program of Investments

Creative use of Private Equity |

Focus on Maintaining Public Housing Infrastructure
Continued Support From Local Government
Completion of all Stimulus Projects

Improved Operational Efficiencies

1
I
1
|
H

New York City Housing >c$oﬁ:<

Page 7



TESTIMONY FOR NYCHA CHAIRMAN JOHN B RHEA
: - NYCHA’S BUDGET

CITY COUNCIL COMMITTEE ON PUBLIC HOUSING

MONDAY MARCH 15 2010 1:30 PM

250 BROADWAY — 1™ ELOOR
l' Chairwoman Resie Mendei , distinguished memhers |
of the Pubhc Housmg Commlttee and to all the - |
| members of the C1ty Counc1l — 1t is a pleasure tobe |
| W1th you today IamJ ohn B. Rhea Chalrman of the
New York Crty Housmg Authorrty (NYCHA) And
joining me th1s afternoon ar.e V1ce ChalrmanEarl
Andrews, Jr., 'CommiSSi'oner Margarita Lopez,
General Manager Michael Kelly, and NYCHA S senior
: management team

I am here to present NYCHA S 2009 unaudlted
| f1nanc1al plan Wl’llCh will detail what we budgeted

versus where_ NYCHA ended last year; our 2010 Bo.ard




approved Capital Plan; and last year’l s adopted Five
.Year Operating Plan dpdated to reﬂect our current
2010 forecast.
As you know, NYCHA‘is an important partner in
-fulf1lllng Mayor Mlchael Bloomberg S New Housmg
. | Marketplace Plan a comprehenswe and amb1t10us
s‘trategy for preserving and developing housing‘for the
| nerrt generation\of New Yorkers. We are committed to.
the Mayor s vision and we are encouraged by hlS |
| support Our operatmg and cap1tal budgets reﬂect
~ those pr10r1t1es -
Fortunately, New York City and NYCHA are not alone
in this effort to preserve strengthen and secure publlc -'
and affordable housing for low income families.
President Barack Obama_—came into ofﬁce with a

renewed commitment to sipport the nation’s public -



_lh.ousing ahthorities.. Eaﬂy in éeog, The Obatma White
House—through the Departmentqf Houeing and
Urban Development (HUD)—annoﬁnced its .N'atiena.l_
Urban Policy Agenda, whieh included a proposal to |
fully fund the federal operatihg subsidy fermula' for

| p_ublic housing authorities. This is undeuhtedly good
news as we plan for,outgoing-.years ;- but 1t is important
1o p‘oint out that the fede'ral- fuhdihg'formtﬂa officials '

use falls short by leaving out 1mportant variables, not

o the 1east of Wthh are employee health care beneflts

ThlS year alone we spent $9-8_millioh, representing a
| mo'I_‘e thah 50‘per‘ce1'1t increase from 2002.
~ Atthe same t-ime.the Obama Adminietration has
renewed its commitment to publi_'c h_ousing on the
- Qperating side, they have unfortﬁnattely proposed

- capital budget reductions for 2011 by 18 percent

(78]



. nationally, or $456 million%clear evidencé of the |
delicate balnance of_ﬁcials in Washington must strike in

| o-rdef to fund p'ritoriti'es like ARRA, which delivered $4
I bﬂlion natiohaily to bublic housihg autholrities for

cépital projec;[s..- -
' So againét this b'éckdrop_—renewed a.nd energized

) cdmmitﬁlent during chahging ecoﬁofnié times—we -

have approached b‘_udget plahningmﬁth aﬁew

perspective.

Capital Versus Operating Bﬁdgetﬁs,j.

'Every budget is a i‘oadmap_—a plan for the way
forward and a Strategy to get there. Budgets are also
records, of priorities set aﬁd acc_o_mplishments_ me;;. |
| -Bu't not all budgets‘a.re equalf;either in design or | |

ambition. The budget plans I will take you through



“today are dYriamic’—ip _their structure, 'their fundiﬁg
sources, and their reach. Given the Iopg—term nature
of cﬁpi-tal planning capital bﬁdgets :are, for the most
A_ part, fixed. On the other hand, Operating Budgets are

more fluid—presenting opportunities, as well as risks. |

Reﬁew of the 2009 Unauditéd Financial Plan

. Wh‘en we were'ih-ert; a Year ago the 2009 financial

“plan reﬂected NYCHA's core prlorltles |
'.Because the safety of NYCHA famﬂles is a top prlorlty |
| the Authorlty flrst made a commltment to 1nvest in

elevator modermzatmn and safety. Since that time

| NYCHA ad.cl)p_te'd its Elevator S.ervi‘ce and Safety Plan.
As part of that plén, we hired new elevator mechanics

-.and authorized dvértime for existing_servicé staff; we

contracted with third-party inspectors and had our



mechanics undergo Qnalified Elevator Inspector
Training; and we .'ins'talled door zZone locks on all _. |
3 '300 NYCHA elevators..'- |
NYCHA has commltted $88 million from Stlmulus
funds and the 2009 Capltal Grant to modermze 251
elevators at 25 d1fferent developments To date we
have b1d contracts for 23 of the 25 developments and
awarded 21. Phys1cal construct1onwor\k has- started at
seven of our developments.
.Seeon'd, NYCHA made a commitment to preserve
comm_nnity centei"s- and program s-e_rvices. Due to |
budget cuts'in 20009, the City-Counlcil allocated $18 |
million for the operational transition to the
~ Department of Youth and Community Development
| - (DYCD), Adm1n1strat10n for Chlldren Semces (ACS)

and Human Resources Admlnlstratlon (HRA) to



immediately allow 19 community centers slated for
-closurel'to remain open. $12.25 million of the
Cbun’cil’s. ailotment was awarded .to DYCD t(_).mana—ge' |
‘operations for 25 community Cériters, All 25
comnﬁ_unity centers are opén; operating arid serving
their cbmmunitiés as part of the Comersfone )
~ Initiative. o
~And, _ﬁnally; w_e. pledged to deVelop. 'uﬁderutilized land
to ge‘n_eraté revenue for the Au_thorit‘y. In the current
property market, méeting_'this éommitment_ required
o us to be even more en’t’erbrising. A yeaf later, NYCHA |
) | has 'met its goals arid cbntinues to meet the Mayor"s |
l_ ‘New Ho_uSing Marketplace ch-allehge; |
- _NYC-HA’S Metro Ndrth land lease ‘agreemént, for
example, will bring in '$750,000 per year to the

- Authority; and we expect to yield $22 million in cash



‘and mortgage revenue over the next 15 years from the
sale of pr’Oper’ty at UAC — Arista, UAC — Bronx Pro,

“and East 1734 S.freet/ Vyse Avenue-._

Vs
R

Ended 2009 with a Balanced Budget

But as yo_u-may recall, we had a si.gnificant defit:it |

during the course of the Year that resulted 1a_fge1y

from challenges to the Sectionl8 Program.

~As I will discués, we took signi-fiéant aﬁd; sometim_es,

unsﬁétainable Steps to keep Section 8 families in their
_homes, including using Séc_tion 8 .re_'s_efves to cover the -
budget shortfall and fund existing and new vouchers.

. Those measures, _aiong- with an increase in federal

6perafing subsidy and 6uf iniplementationof

- spending cyon.trols;- have resultéd in'a 2009 balanced |

budget, but left us vulnerable in 2010.



2010: Meeting the May_or’s Charges to NYCHA

When Mayor Blo'ombe,rg asked me to serve the
Au-thority' as cha,irman,' he charged me with four
| mandates: Achieve Financial Stability; Foster
Partnerships with Sis;ﬁer Agenciés and Extefnal R
| Philanthropies; Increase Ti‘ansparency and
'C@mmﬁnication; énd I,mprove.‘Resident Services. The
| Mayor’s charges have been our guideﬁbsté as we chart
a course té lpreSér_v}e, strengthen and secure public.
,housing'in.ou.r Cit'y. | .‘
" NYCHA’s overall .b'udg-evt for'_2oio presents several
dpportuﬁifies : new project funding from |
federaliiéti_on; an increase in fede'rél operating :
| s.ubsid‘y; an ini;re,ase-in' dwélliﬁg rent income; and a

- new commitment to forging public-private



partnerships. But it also presents several risks: a $45

~ million Section 8 subsidy shortfall; the stalled

_’transiﬁm of apart-ment._s to Section 8; insufficient -
funding for frontline staff; underfunding of
c.erhmtin-ity_ and senior c’entefs; and iﬁsufﬁeient
resources to meet the long term modernization needs
| of aging NYCHA assets | | ‘
However as NYCHA’s Board approved Capltal Plan
makes clear, despite these risks we are commltted to

fulfilling the mayor’s vision.

NYCHA'’S FIVE YEAR PLAN

One of the greatest challenges facing housing |
authorities is the preservation of our buildings. In

2005, NYCHA’s Comprehensive Needs Assessment

10



(CNA) identiﬁe(i a ﬁve—ifenr, $7.5 billion_ need; jou.r.

- need over the next 15 years is $25'billion. | |

- Our apprqved' Fi\'ze‘ Year Capital Plan—a $2..6' billion

funding_ stfategy for major modei‘nizeition proj ects—

_ whiie significant, .is only aihird of what we require io
,' fully_addres;slt'he Authority’s ﬁ\(e‘—year infrastruniu-re |

investment needs. Our funding Iimitations also mean

vire must focus on the niosi criiiéal repairs and.

np_gr_ade's to preSei‘ifé the sti"nciurai integirity. df our. |

buildings and provide for our résidén’is’ basic Safety., -‘ ;

' The restoration and modernization of individual
‘reSi(iential 'uniis—thn Work that Would_ ,havé the most

" visible impact on our families’ day-to-day qnality of

life—we .V\lzill have to .addrésls'_'in the future. We musf |

develop a plan to address an_d_f_und npgi"ades to ‘.

 residential ‘units-. |

11



~But tpday, our C’epital Plan tells a story of
collaboration and innovation te ensure public housing
eﬁdures for the farhiiies of New York. We khew that
te achieve our ambitious targefs for this year—and
raise the bar over the'ne)rt five years—We WQlﬂd have
to maximize eXisting funding and seek or create nevr

| Orles. To'that end, the Plan uses .tra.ditienal funding
S“eurces Such- as Federal,.State and City capital grants
and leverages private market funding for
modernization of the Autherity’s aging housing stock.
So as I_menltioned, the Pla_r_l reflects the Authority’s

| ongoing commitment to_ihvest in our residential
buildings. NYCHA will devote approximately $1
billion over the next five years to cri.tical brickwork,
roof and e-leva’ror projects to preserve housing for |

~ future generations. The remaining $1.5 billie'n will be

12 -



spent on plumbing, major renovations and building
system upgrades.
- The Five Year Plan includes several key initiatives,

) /

which I would like to highlight:

Federalization

The ﬁrsf 1s our federalizatipnplan. NYCHA identifi.ed
N and seized an Qppoi'tuhity to take Whatloled to be a
~one-time funding infﬁsion—Stim.ul'us_—:and has
leveraged it to provide ongoing \ca{]_:)ital'andope'rating
,subs,.idie_s fér the Authority.. Be'causel the Stimulus
l'.egislation__ témporarily suspé’nded thé'Féircloth =
Amendment, which preventé housmg units frém
being ad,ded to th.e federal program, NYCHA moved |
'aggreésively fo “fedéraiize_’ ’ the 21 sté.t_e. and city |

- developments. This Federalization process, referred

13



to as mlxed—finance modernization, was a
collaborative effort, merging the expertise of NYCHA
managers with our collea‘gues. at City Hall and 1n state |
~and federal goVernment,. and at the New York City
Housing Development Corporation (HDC) and the |
Department of Honsing Preservation and
Development (HPD) |
Through F ederalization the Authorlty wﬂl spend $250
million in publlc and prlvate funds for cap1tal
_‘ r'1mprovements at the 21 prewously unfunded state and
“city developments through 2012, The Authorlty wﬂl
‘also estabhsh cr1tlcal oper_atmg reserves to ensure
- long-term mainten.ance.o‘f these units. The
“modernization will be funded through Stimulns
dollars, tax credit equity and, of ISpecial significance,
state modernizatiOn grants._ At a time when Albany 1S

14



| pressed with historie def_icits, NYCHA took adﬂrantage
' 'of.an -.opportunity to pool and .spend state -
modernlzatlon grants that were due to explre totahng
: approxrmately $42 mllhon Taken together 77 -
 percent of these fu_nds will be devoted to brickwork

and roof proj ects. _WOrk will begin imrnediately and.
over _the next two years' NYCHA famﬂies V\Tlu see real

improvements in their buildings.

Commitment to Stimulus'Funded Proi ects

We were also able to expand the number of Stlmulus
. funded projects obhgated for the Authority from70to
75 because bids were more competltlve than o
ant1c1pated The ﬁrst phase of Federahzatlon willbe = |
;pompleted on March 17, .and at that time I am proud\

‘to report we will have not only obligated the

15



federalization funding, but also the full $423 million
do_llar‘sAwe received in sﬁpport,from the 2009
‘Stimulus Act.
The co—mplétion of previously identifiéd priority
- proj e,c_fs is a central paft of our Capit'al __Pla’n, SO whﬂe
we are identifying ﬁew building needs, we r_émain. -
: ~committed tobonstfuétioﬁ proj ects already undgrway.
| ‘Whitman Ingersoll Houses is just one exarﬁplé_ of a
| pfoject we will continue and cdniplet_é' on-time. The
work at Whitman Ingersoll will Cohclude by 2012 and
bring an estirrllated'603' apartm.e-nts back ohto the reﬁt

roll.

Using a mix of public and private funding is abold
new path for NYCHA and we will continue to seek
- creative, yet sound funding options for the 'Authority._

16



Proposed $300 Million Bond Offering

- And NYCHA is going evén further. \-Through a bo‘nd
| ‘offering the Aufhofity w.'ill. raise an additional $30o
milljon to jsupp.ort' a systématic, compr_éheﬁsiﬂ?e |
strategy to comply with Local Law 11 i‘equireméhts,
jt.hereby ensuring our re‘sid_enfs’ safety and the

.integrity of our‘buildings' in the long term.”

Five Year Investment in Infras_tructuré

- Over the ﬁéxt five years NYCHA will deVbte $245
miilion"to modernize 581 elevators at 65 -
~developments. As I_said, the safe;tj{' of NYCHA
families is our first priofity and, désp-ite'our- f.i'na_ncial
- challgnges? We are commifted to improving elevator -
service and safe‘ty. We will conﬁnue to support |
curfeﬁt staffing levels, safety initiatives—including

17



installing door zone restrictors in all elevators—and
installing remote monitoring technology_ where

feasible.

Adopted Five Year Operating Plan aﬁd 2010 .Fdrecast |
“While we have made huge strides in addreSsing our
| 16ng¥térm infrastructure needs and Iﬁoving the
Authority toward financia{ health, ultimétély reducing- |
our consolidated Section 8 and public housing .V
opér_ating forecasted déﬁcit from $137 'million. to $103
million, We still have work t_;(.) do. | |
_SiHCe tﬁié is just‘ a current forécast we will -Cdme béck
to you in May with a Board approved 2010 Operatmg
Budget And the Plan Wthh is currently in
'development‘ will demonstrate that we ar_e_r_noving in
the right di‘recti'on.' NYCHA is taking advantage of |

18



. incréased federal operating support, increasipg our .
feVenue tflrough improved c'olleétion practicés, ahd

- strengthening ourfraud detection efforts. W_e are also
taking s;cepspto better lever-ége our assets, including '.

| continuing tO_-repurpose underutilized prdperty or |
using property to create long—term révenue streams.
We are also shifting _dir'ect-'co‘sts for c'ommunity

| _' progfamming fo phiianthfopip fundefs"and-_
dev'el-o‘ping greaté_r coordihation with sister agenciesi
“to provide b‘et-ter and niore cost effectifie delivery of |
servicésfo residents. And we will (;ontinue working
o with' HUD to develop_a,_ioné term funding s'olut’tioh'fop :
the remaihing 6,1_(50_ recéntly'federélized units--that

lack dedicated operating and capital subsidies. -

19



- We are laying the groundwoi*k for a new Pian to
PreserirePubl_ic Holising,_' i:he (iétails of which will be
shared with the COUIiCil-ih early 2611. -
As T nientii_)ned,‘we 4sti11 h‘ave'a significant operating
| -deficit'—'$ 103 iiiilliori-—driven in part_by the Section 8
B Budget gap. | - | |
| We-héx}e_ several-oUtStanding -challléngelas to Section 8.
| First, we'have exhaﬁstéd our re'sour'ce:s.l In addition to |
~ $58 million th.ait was reéathred fr(im Section 8 , to
| | keep families in their homes NYCHA exhauste:d $1éo |
_'m.illiion“ in remaining reserves and Liséd'$8 million of
’ funds" desi.gnated' fQ'r administering the 'P-ri)gram. As a
| result,the_ current Section 8 shortfall is proj ected to
" be $45 million. ' | .
We have also been unable to meet the forecasts of our

~ Voluntary Conversion Agreement—to date NYCHA

20



has converted on‘ly 2,236 apartments of the '8‘1,400_We

_ha\.reischeduled to convert— due to families having

. more private rnarket opti_ons, residents’ rehictanceto |
| relinquish public housing for the portaliility of Section
.- 8, and the fact that NYCHA has exceeded its voucher

| -'cap Had we met our forecasts and converted all

8,400 11.1’11’[8‘ we anticipated recei-ving Section 8

funding of approx1mately $75 mllhon However the

2 236 that we have converted represent only $25

million. | |

NYCHA has lirnited tools to -address this prOblem. |

F irst, we continue_ to seek additional funding. Thi_s

year, Congress autliori'ied- $150 million o.f Section 3

| subsidy as a nationial corripetitive s_et—aside'for' -
‘aut-hori_ties that qualify' as a result of t}ie nation—wide |

challenges confronting Section 8. Based on HUD’s

21



" criteria, NYCHA hae .subm_itted a request for a portion
.of those fUhdS. Also, Represenfatiﬂre Nydia Velazquez
and Rep-resen-te‘cive Jerrold Nadler,_ with suppoﬁ from .I
Senator Charles 'Sch:umer,. a't_ireless champicn of New
York’s low-income residents, have submi‘tted letters to
their colleagues reques’ting th-af Coﬁgress fully fund |

| theSection 8 Pfogrem, as well as fdnd 250,000
additional teneht—'based vouchers.

Second, N_YCHA looks forward to working more
closely with local electeds‘ to find a solution

. Should we not receive addltlonal fundlng, NYCHA has
two optlons at its d1sposa1 to reduce costs 1) to reduce
| the_Sec_tion 8 payment standard, thereby lowering the
amount of s‘ubsidy we provide to tenants; or 2)

~ terminating recipi_ents from the Section 8 Program,

2



which would affe_ct almest ten thousand Ne'wt York

-families.

Conclusion

| We have accomplished alot, but more remains to be |
| done. NYCHA’S‘Bu'dget Plan fOr__20_10 will eerve as an
ambitious toadmap to address construetion, r’ep’atr
and Safety .cencerns so that V\-redens'.ure that public i
housmg not only survives 1n our City, but thrlves

To that end we have better 1everaged federal fundlng
Whlle pursuing alternate revenue sources to 1ncrease
onr restheney durlng times of uncertainty. We have

: strengthened existiné paftnerships and formed new
alliances to etnphasiZe the value of collaboratien; And -
we have refocueed our'e'ffott_s on levefaging.NYCHA |

| ~ assets to create more value for the Authority. We



| ’ac(:o'mpli'shed- it all the old fashioned, New York way—
by working together. And we will continue to work- -

| together to nﬁeet the challenges of fomorrow. - |

- We remain as .comm_itte-d' todgiy és at any time in our

hiStory to pi‘éserve, strengthen and secure ﬁubli_c o |

" housing in New York City. We know that is the
commitmeht Maydr Bloomberg has made; itis thé
commitment this City Council has Imade; and it.is the
co’mrhitmen_t NYCHA make,s, every day, to fhe familiés
We sérve. Th,ank you and I look forward to takihg

your questions.
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