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Housing Authority
The New York City Housing Authority (NYCHA) provides affordable housing for low-income City
residents by managing and maintaining 345 public housing developments with 181,000
apartments, housing approximately 420,000 authorized residents. NYCHA also administers
Section 8 vouchers. The Authority manages new construction and rehabilitation of public housing
buildings and units and also provides social services to its residents. NYCHA’s budget is not part
of the City’s budget and NYCHA’s fiscal year follows the calendar year. On March 9, 2011 the
NYCHA board approved the Five-Year Capital Plan for Fiscal 2011-2015, and on May 11, 2011 the
board approved the Fiscal 2011 Operating Budget.

FISCAL 2011 OPERATING BUDGET

Expense Budget

The Fiscal 2011 expense budget totals $3.059 billion, which is approximately $274 million greater
than the Authority’s Fiscal 2010 expense budget of $2.7 billion. As Chart 1 below shows, the most
significant portion of NYCHA’s budget consists of the cost of full and part-time employees,
overtime pay, seasonal workers, and fringe benefits, which accounts for nearly 38 percent or $1.17
billion of the Authority’s budget. The second largest component of NYCHA’s Fiscal 2011 expense
budget is $969 million for Section 8 payments to landlords who provide private housing to low-
income families. The third largest component of NYCHA expenditures are utility costs for the
developments in the amount of $530.9 million or 17 percent of the budget. Other expenses
include insurance, supplies, leases, PILOT payments, athletic and recreational activities, debt
service, and replacement reserves.

Chart 1

Salaries &
Benefits

38%

Section 8
33%

Utilities
17%

Contracts
7%

Other
Expenses

5%

NYCHA's Fiscal 2011 Use
of Operating Funds



Finance Division Briefing Paper New York City Housing Authority

Page 2

Revenue Budget

The Fiscal 2011 revenue budget totals $3.059 billion. As Chart 2 illustrates, NYCHA’s three largest
sources of revenue include subsidies from HUD to operate the Section 8/Housing Choice Voucher
Program in the amount of $996 billion, federal operating subsidies from the Department of
Housing and Urban Development (HUD) in the amount of $915 million, and rental income from
NYCHA tenants in the amount of $866 million. Other revenue sources which total $199 million
consist of interest on investments, rental income from commercial tenants, revenue from
operations, categorical grants, funding transferred from the Capital budget to the operating
budget and other miscellaneous revenue.
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NYCHA’S STRUCTURAL DEFECIT

Since 2002, NYCHA has experienced chronic underfunding from its main revenue source, the
Department of Housing and Urban Development (HUD). As Chart 3 below illustrates, the
Authority has been deprived a total of approximately $714 million in operating subsidies over the
last 10 years due to HUD’s reimbursement rates which have ranged from 83 to 103 percent during
this period. These reimbursement rates reflect the budgetary priorities of the Bush
Administration and Congress during this period. Another major contributing factor to NYCHA’s
structural deficit is the underfunding of the six City and fifteen State developments which have not
received full funding since 1998. The annual operating costs of the State developments are
approximately $60 million, while the City developments operating costs averages $30 million.
NYCHA’s operating subsidy is only intended to fund the federal developments; however, since the
City and State no longer provide funding for the non-federalized developments, the federal
subsidy must spread across all developments. This has resulted in an annual baseline funding gap
of approximately $90 million. The Authority has also faced rising costs of non-discretionary
expenses such as salaries, benefits, and utilities. Since Fiscal 2002, employee benefit costs have
risen by approximately 73 percent, largely due to the increase in pension costs which have gone
up by more than $100 million a year. In addition, utility costs have nearly doubled from $268
million in 2002 to $527 million in 2008. Overall, NYCHA’s operating expenses have increased by
25 percent since Fiscal 2002 while HUD operating subsidies have only increased by 8.8 percent.
The current implementation of the mixed-finance modernization plan is intended to address this
structural deficit by funding the operating gap that exists within the City and State developments,
although the Authority is still highly dependent on the budgetary actions of HUD and Congress.
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Federal Funding Concerns

NYCHA’s entire operating budget and most of its capital budget is funded by the Department of
Housing and Urban Development (HUD), which is the main funding source for all public housing
authorities (PHAs) throughout the country. Recent and proposed cuts to HUD have led to major
budget reductions to PHA’s nationwide and NYCHA in particular. The recently passed Fiscal 2011
federal budget will cut NYCHA’s capital budget by $44 million and the President’s Fiscal 2012
budget proposal calls for an effective $1 billion reduction in operating subsidies. Although the
President’s Fiscal 2012 budget recognizes a need to fund PHA’s nationwide at 100 percent, which
would total $4.9 billion, only $3.9 billion is being requested from Congress. In order to offset this
loss of $1 billion, HUD is proposing to recapture operating reserves from certain PHAs throughout
the country which may include NYCHA since it is the largest PHA in the nation. If HUD chooses not
to recapture operating reserves, the $1 billion reduction will be prorated among all PHAs which
would result in an 80 percent level for NYCHA and a loss of $200 million. If this were to occur it
would impact the Authority’s Fiscal 2012 budget and threaten any new initiatives NYCHA is
undertaking or the progress that has been made by the mixed finance modernization plan.

NYCHA’s FISCAL 2011 Balanced Budget

In May 2010, the NYCHA Board passed an operating budget that had a projected baseline deficit of
$126.8 million for Fiscal 2011, that deficit was reduced to $42 million after the Authority
undertook numerous deficit reduction initiatives, resulting in a savings of $117 million and also
account for the costs for the Resident Training and Employment Program. (see Table 1).

Table 1
(Dollars in thousands) FY11 FY12 FY13

Baseline Deficit ($126,843) ($132,010) ($132,010)
Baseline Adjustments (22,442) (8,785) ($14,361)

Total Deficit ($149,285) ($140,795) ($146,371)

Deficit Reduction Actions

Increase in federal operating subsidies $37,400 $36,548 $41,990

Federal stimulus Management fee 10,948 6,349 -
Federalization of 21 City and State Developments 68,945 55,156 $55,156

Total Implemented Actions $117,293 $98,053 $97,146

New Need-Resident Training and Employment Program ($10,302) ($12,029) ($14,638)

Remaining Deficit ($42,294) ($54,771) ($63,863)

Source: NYCHA Five Year Operating Budget 2010-2014



Finance Division Briefing Paper New York City Housing Authority

Page 5

Deficit Reduction Actions Taken in Fiscal 2010

 Baseline Adjustments-Section 8 Conversion Program. The projected deficit of $126 million
in Fiscal 2010 was based on the assumption that NYCHA would still be transitioning 8,400
apartments in City and State developments into the Section 8 Program. The original goal of the
plan was to convert all 8,400 units by 2011 which would have yielded $75 million annually in
revenue. In Fiscal 2010 the Authority transitioned 2,236 units into the Program, while the
remaining 6,164 units were not converted due to the Section 8 deficit the Authority
experienced last year. The foregone revenue from the Section 8 Conversion Program added
$20 million to the baseline deficit, making the total budget gap $149 million in Fiscal 2010.

 Increase in Federal Operating Subsidy. The Fiscal 2009 budget and 4-year financial plan
assumed that HUD would reimburse the Authority at approximately 87 percent of its operating
expenditures in Fiscal 2010. NYCHA instead received 98 percent from HUD which resulted in
an additional $70 million for Fiscal 2010. The Authority further assumes that it will receive 95
percent reimbursement from HUD in future fiscal years yielding approximately $37 million
more than what was previously projected.

 American Recovery and Reinvestment Act Management (ARRA) Fee. A legal stipulation in
the ARRA allows local housing authorities to charge up to a 10 percent management fee to
administer the use of stimulus funds. The revenue from the management fee is received at the
rate expenditures are incurred, which for Fiscal 2010 was 59 percent or $25 million in
generated revenue. In Fiscal 2011, the rate of expenditures will be 85 percent yielding $10.9
million and $6.3 million in Fiscal 2012 when all stimulus expenditures are expected to expire.

 Federalization of 21 City and State Developments. In March 2010, HUD approved the
mixed-finance modernization plan, which allows the 21 City and State developments to receive
full operating funding in the amount of $55 million annually. NYCHA began receiving funding
in October 2010, which equated to a prorated amount for Fiscal 2010 of $13 million, but will
be realized in Fiscal 2011.

 Resident Training and Employment Initiative. The Fiscal 2010 budget included $4.6
million for the resident training and employment program which seeks to create employment
opportunities for NYCHA residents. Through collaboration with philanthropic organizations,
NYCHA will provide career training to as many as 800 residents who upon completion of the
program will be eligible to work for the Authority and its contractors. The Fiscal 2010 4-year
financial plan earmarked funding for 200 positions over and above normal attrition
replacement.

Fiscal 2011 Balanced Budget

As Table 2 below illustrates, the $42 million deficit was eliminated by a prior year roll from Fiscal
2010 of $43 million in surplus operating funds. In Fiscal 2010, the federal government provided
NYCHA reimbursement of 103 percent of the Authority’s operating expenses despite the Authority
budgeting for a 98 percent reimbursement rate, which led to the surplus funds. In addition,
NYCHA will be transferring a total of $31 million from the capital budget to the operating budget
between Fiscal 2011 through Fiscal 2015 for the Maintenance and Repair Backlog Initiative
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(described in more detail below). Approximately $11 million of this total will be included in the
Fiscal 2011 operating budget. Between the surplus roll of $43 million and the $11 million from
the capital budget, the Authority had a surplus of $1.53 million in Fiscal 2011 that it will allocate
towards pest control remediation and fire safety initiatives.

Table 2

(Dollars in thousands) F11 FY12 FY13

Remaining Deficit-April 2010 ($42,294) ($54,771) ($63,863)

Revenue Actions

Capital Transfer for Maintenance Backlog $11,067 $5,000 $5,000

Operating Surplus funds $43,828 - -

Subtotal Revenue for Fiscal 2011 and Outyears $54,895 $5,000 $5,000

New Service Initiatives

Capital Transfer for Maintenance Backlog ($11,067) ($5,000) ($5,000)

Pest Control Initiative ($1,000) ($2,000) ($2,000)

Safety & Security Initiative ($534) ($534) ($534)

Subtotal of New Service Initiatives ($12,601) ($7,534) ($7,534)

Deficit - ($57,305) ($66,397)

Source: NYCHA Five Year Operating Budget 2011-2015

These actions lead to a balanced budget for Fiscal 2011, baseline deficits of approximately $60
million annually remain in the out years. The following actions summarize the new initiatives
NYCHA will fund in the Fiscal 2011 operating budget.

 Maintenance and Repair Backlog Initiative. Due to aging infrastructure and a decline in
federal resources, the Authority has experienced a backlog of maintenance and repair work at
its developments. In particular, NYCHA estimates that it will cost approximately $500 million
to address the physical needs within apartments or $2,900 of repair work per unit. In the
Fiscal 2011 operating budget, NYCHA allocated $497 million for maintenance and repair work.
In order to address this problem, NYCHA will transfer an additional $31 million from its capital
plan from Fiscal 2011-2015 into the Authority’s operating budget in order to reduce the
maintenance and repair backlog that consist of 298,452 open work orders in 17,901 units. Of
the $31 million over the four years, $11 million will be spent in the current fiscal year which
will increase the number of work orders completed in a 90-day period from an estimated
26,800 to 64,018, thereby significantly reducing wait time for residents. Because the average
cost per unit is $2,900 the 90-day plan would costs a total of $52 million, with the $11 million
allocated in Fiscal 2011, leaving a funding gap of $41 million.

 Pest Control Initiative. As a response to the passage of Local Law 14 of 2009 and a growing
number of bed bug infestations throughout the City, the Authority will devote greater
resources to pest management services. This funding is intended to augment NYCHA’s existing
resources in combating bed bugs and will costs $1 million in Fiscal 2011 and $2 million in the
outyears.

 Layered Access Security System. The Authority will baseline $534,000 for its proposed
layered access security system. This new initiative is intended to address safety and security
concerns of residents at the developments. Specifically, this new system will enhance building
security by regulating access at the developments and upgrading the security camera system.
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Section 8 Budget

NYCHA, along with the Department of Housing Preservation and Development (HPD) are the two
administrators of the federal Housing Choice Voucher Program otherwise known as Section 8.
The Section 8 program provides families with a rent subsidy voucher that pays landlords the
difference between 30 percent of household income and the contract rent, with NYCHA paying the
remaining balance. Funding for the Section 8 program is based on federal appropriations from
HUD which determines the voucher cap based on a formula that includes utilization rates from the
prior fiscal year. NYCHA provides rental subsidies to over 101,000 families in privately owned
housing, making it the largest Section 8 administrator in the country. In 2009, Congress allocated
$16.8 billion to fund Section 8 programs nationwide and mandated HUD to reduce the total
prorated nationwide eligibility by $750 million. This amount was required to be offset from each
public housing authority’s Section 8 reserves which effectively reduced NYCHA’s allocation by $58
million in 2009. The Authority was given notice of this situation by HUD in May 2009 but still
continued to issue new vouchers until December 2009 when NYCHA announced that it would
have to revoke 2,500 vouchers for families who already received them. Therefore, due to a
reduction in federal funding, increased demand for Section 8 vouchers, and lower turnover rates,
the Authority was in a position not to issue new vouchers in Fiscal 2010, and more importantly,
lacked enough funding to pay for leases. In March, 2010, NYCHA projected the budget shortfall for
its Section 8 program alone to be approximately $45 million in Fiscal 2010. To assist housing
authorities that experienced similar problems nationwide, Congress set aside $150 million in
funding for the Section 8 program, of which NYCHA received $27 million. This left a remaining
Section 8 deficit of $18.7 million which accounted for the entirety of NYCHA’s overall operating
budget gap for Fiscal 2010.

This deficit within the Section 8 budget was closed in July of 2010 when HPD collaborated with
NYCHA and the Department of Housing and Community Renewal (DHCR) to allow for the transfer
of NYCHA Section 8 participants to HPD’s Section 8 program. In particular, DHCR gave HPD the
authority to help 750 families that lost vouchers in calendar year 2010 by utilizing the agency’s
reserves. In addition, HPD created a new rental subsidy from its federal HOME program that
mirrors the Section 8 model for another 750 families that had their vouchers taken away. This
rental subsidy was established on an interim basis until NYCHA began to receive more Section 8
funding from the Department of Housing and Urban Development (HUD). The Council provided
HPD with approximately $7 million in capital funds in order to make up for the loss of federal
Home funds. During calendar year 2011, NYCHA will issue vouchers to the remaining 1,000
families based on risk factors that include previous shelter history, victims of domestic violence,
intimidated witnesses, families awaiting unification with children in foster care pending suitable
housing, and families with new lease commitments.

MIXED-FINANCE MODERNIZATION PLAN

Due to the underfunding of the City and State developments which has greatly contributed to
NYCHA’s structural deficit, the Authority is seeking approval from HUD to implement a mixed
financing structure using federal stimulus funding that would federalize and therefore adequately
fund the 21 City and State developments. In particular, the plan entails transferring ownership of
the 21 City and State developments to two separate limited liability corporations (LLCs), with
NYCHA as the managing partner. In order to comply with legal restrictions from the American
Recovery and Reinvestment Act of 2009 (ARRA), NYCHA will establish a long-term, non-
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subordinated ground-lease on the land and then sell the buildings to the LLCs. NYCHA will invest
the federal stimulus funds, while the New York City Housing Development Corporation (HDC) will
provide bond financing that will allow for the use of as-of-right Low-Income Housing Tax Credits
which will in turn, provide equity for the entire plan. If the federal stimulus funds are spent
according to the ARRA timetable and buildings meet condition standards, the City and State units
would be certified as federal units for funding purposes by HUD. The Authority intends to
preserve all units as affordable public housing by qualifying the units at the 21 developments for
federal operating and capital subsidies. NYCHA expects to receive an annual operating subsidy of
$55 million from this plan. The Authority received $13 million from this plan in October of 2010
which will be credited to the Fiscal 2011 budget, resulting in a total of $68 million in the current
fiscal year.

NYCHA’s FIVE-YEAR CAPITAL PLAN 2011-2015 SUMMARY

On March 9, 2011, the NYCHA board approved the $2.4 billion Five Year Capital Plan for Fiscal
2011 to 2015. The capital plan will fund infrastructure improvements and major modernizations
that will strengthen the structural integrity of developments by focusing on brickwork and roof
improvements. Other non-construction related capital projects will be funded by the plan such as
information technology initiatives, energy efficiency initiatives, and code compliance repairs. As
the chart below shows, approximately 81 percent of NYHCA’s five-year capital plan comes from
the Department of Housing and Urban Development (HUD), seven percent is from the State and
City, and another 12 percent from the revenues incurred from a bond issuance.
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The funding for the five-year capital plan will come from the following sources:

 HUD’s Capital Fund Program. Approximately $1.9 billion or approximately 81 percent of the
total five-year capital plan will be funded by HUD’s Capital Fund Program (CFP). Specifically,
the CFP provides funds annually to Public Housing Authorities (PHAs) for the development,
financing, and modernization of public housing developments and for management
improvements. The major projects that will be funded under the CFP include $255 million for
elevators, $139 million for heating and plumbing, $137 million for roof repairs, and $197
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million for major renovations. The NYCHA board approved the Capital plan in March 2011,
weeks before the President and Congress agreed to terms on the federal government’s Fiscal
2011 budget which included substantial cuts to the Capital Plan. In particular, NYCHA
estimates that it will have to reduce its capital budget by $44 million in Fiscal 2011 in order to
reflect budgetary appropriations from HUD.

 Capital Fund Financing Program (CFFP). The CFFP allows public housing authorities such as
NYCHA to borrow private capital to make improvements on developments and pledge, subject
to the availability of appropriations, a portion of its future year annual capital funds to make
debt service payments for either a bond or conventional bank loan transaction. In 2005, HUD
allowed NYCHA via HDC to issue $300 million in bonds which the Authority fully completed in
April 2009. NYCHA will now pursue a second bond issuance of $300 million to accelerate its
modernization program. Nearly ninety-two percent of the $300 million will be used for Local
Law 11 compliance. Local Law 11 addresses the dangers associated with deteriorating
buildings facades on buildings that are six or more stories. The $300 million in CFFP bonds
will directly fund the upgrade and modernization of unsafe conditions identified from prior
inspections in order to comply with Local Law 11. NYCHA intended on issuing these bonds in
the current fiscal year but will instead delay the issuance until Fiscal 2012 while new roof
repair work is being installed. According to NYCHA, roof work must be done first before work
on exterior walls is completed in order to prevent future Local Law 11 violations.

 State and City Funding. Albany has provided funding in the past for the 15 State
developments, however, this source of capital funding will end starting in Fiscal 2012. For the
current fiscal year there remains $16.7 million from the State to provide funding for general
construction and electrical work on the State developments. However, with the federalization
of all developments being implemented, the State will no longer provide funding for the
Authority. The City will provide $137 million during the four-year capital plan, most of which
is provided by the City Council in the form of discretionary funds.

 Layered Access Security System. Approximately $27 million of Council funds from
20 different Council Members have been provided for intercoms and security cameras
at various developments throughout the City. In the summer of 2010, the Authority
froze the implementation of this funding in order to realign this funding towards a new
comprehensive security system that NYCHA has called a “layered access control
system.” The Authority is currently seeking the approval of Council Members and
Tenant Resident Associations before the funding for this new initiative is implemented.

FIVE YEAR CAPITAL PLAN 2011-2015 HIGHLIGHTS

 American Recovery and Reinvestment Act (ARRA). NYCHA received a total of $423 million
in federal stimulus funds, $282 million of which has already been obligated for modernization
work. Of the remaining $141 million that is left to be obligated, $107 million will be used for
rehabilitation work under the mixed-finance modernization plan. The remaining $34 million
of ARRA funds will be spent on brickwork, roof replacements and elevator upgrades.

 Mixed-Finance Modernization Plan (MFMP). By implementing the MFMP, NYCHA will be
able to leverage $100 million from tax credit equity along with the $107 million from the
ARRA. The Authority also expects to leverage an additional $42 million in State modernization
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funds which will directly fund modernization at the Malrboro development in Brooklyn. In
total, the MFMP will fund $250 million of the modernization needs for the 21 City and State
developments. The federal Fiscal 2011 budget cut capital funding for the federalized units by
$11 million which will have a negative impact on the implementation of the MFMP.

 Elevator Service and Safety Plan. In 2009 NYCHA initiated a plan that called for the
modernization of over 1,000 elevators and 109 developments over a five-year period. The
capital plan includes $261 million for the modernization of 683 elevators at 80 developments.
To date, the Authority has completed 11 projects and 18 projects are currently being worked
on.


