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Introduction

On April 9, 2014, the Committee on Housing and Buildings, chaired by Council Member Jumaane D. Williams, and the Committee on Public Housing, chaired by Council Member Ritchie Torres, will hold a joint oversight hearing entitled “The Effectiveness and Impact of HPD and NYCHA’s Downsizing Policies and Practices.” Those invited to testify include the New York City Department of Housing Preservation and Development (HPD), the New York City Housing Authority (NYCHA) and interested members of the public.

Background on NYCHA and Public Housing
Former New York City Mayor Fiorello La Guardia created NYCHA in 1934 – three years before the advent of federal public housing.
 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.

The first NYCHA development – “First Houses” – was built in 1935 and contained 123 public housing units.
 By 1942, NYCHA had 12 developments and 13,180 units.
 Today, NYCHA has 334 developments, 2,563 buildings, and 178,557 public housing units, making it the largest public housing authority in North America.
 NYCHA also administers Section 8 affordable housing vouchers for 91,103 apartments.
 All told, NYCHA serves a community of 615,199 people, roughly the population of Boston.
 

NYCHA is a “public benefit corporation,”
 a “public housing agency” under the United States Housing Act of 1937,
 an “authority” under the New York State Public Housing Law,
 a “local authority” under the New York State Public Authorities Law,
 and a City agency.
 In addition to applicable federal and state law, NYCHA must abide by the City’s laws and rules related to planning, zoning, sanitation, building, and housing maintenance standards.
 
Background on the Housing Choice Voucher Program (“Section 8”)
Created by the Housing and Community Development Act of 1974, the Housing Choice Voucher Program, or Section 8 program as it is more commonly known, plays an important role in the creation and preservation of affordable housing in the City by providing housing assistance payments to low income families.
 The program is administered at the federal level by the United States Department of Housing and Urban Development (HUD) and at the local level by “public housing authorities” (PHAs). In New York City, the PHAs responsible for administering the Section 8 program are the City’s Department of Housing Preservation and Development (“HPD”) and NYCHA.

There are two kinds of vouchers under the Housing Choice Voucher Program. The first kind – known as a tenant-based voucher – provides a portable rent subsidy for low income tenants. Tenant-based voucher holders are responsible for finding their own rental housing and negotiating a rental amount with their landlord. Generally, the tenant then pays 30% of his or her household income toward rent and the local “PHA pays the remaining balance using HUD funds. Additionally, HUD sets a “fair market rent” based on the number of bedrooms in the apartment, and if the rent agreed to between the tenant and the landlord exceeds a certain percentage of this fair market rent, then the tenant is responsible for paying the excess.
 The applicable percentage of the fair market rent is set by the local PHA and is known as the “payment standard.”
 Tenant-based vouchers are portable in that, after living in a unit for at least one year, the holder may move and use the voucher for another apartment. 

The second kind of voucher is a project-based voucher. This voucher functions like a tenant-based voucher except that it is tied to a particular building or project participating in the Section 8 program. If the holder of a project-based voucher moves out of that building or project, he or she loses the voucher. A project-based voucher lasts as long as the building or project remains within the Section 8 program.
 
In general, Section 8 vouchers are only available to households earning 50% of the area median income (AMI) or less and, by law, PHAs must provide at least 75% of their vouchers to households earning 30% AMI or less (Table 1 below provides the City’s 2014 AMI levels by family size).
 The Section 8 program is limited to United States citizens and certain categories of non-citizens who have eligible immigrant status.
	Table 1: New York City 2014 Area Median Income

	Family Size
	30% of AMI

Extremely Low Income
	50 % of AMI

Very Low Income
	80% of AMI Low Income
	95% of AMI

	1
	$ 17,650
	$ 29,400
	$ 47,000
	$ 55,850

	2
	$ 20,150
	$ 33,600
	$ 53,700
	$ 63,850

	3
	$ 22,650
	$ 37,800
	$ 60,400
	$ 71,800

	4
	$ 22,150
	$ 41,950
	$ 67,100
	$ 79,700

	5
	$ 27,200
	$ 45,350
	$ 72,500
	$ 86,150

	6
	$ 29,200
	$ 48,700
	$ 77,850
	$ 92,500

	7
	$ 31,200
	$ 52,050
	$ 83,250
	$ 98,900

	8
	$ 33,200
	$ 55,400
	$ 88,600
	$ 105,250

	See-The City of New York Department of Housing Preservation and Development

Division of Tenant Resources, available at http://www.nyc.gov/html/hpd/downloads/pdf/Income-limits-memo.pdf
 


Funding for Section 8 programs is dependent upon annual appropriations made by Congress to HUD. And HUD determines the funding allocation for each PHA by using a formula based on the PHA’s utilization rate during the prior fiscal year. HUD uses the utilization rate as a way of ensuring that federal funds for housing assistance are helping the maximum amount of families.
 

HPD’s Section 8 Program
As of March 2014, HPD had 36,865 households enrolled in the Section 8 voucher program: 29,388 (79.7%) of these are “extremely low income” households earning less than 30% AMI; 5,345 (14.5%) are “very low income” households earning between 30 and 50% AMI; 1,829 (5%) are “low income” households earning between 50 and 80% AMI; and 303 participating households earn over 80% AMI.
 Most of these households have tenant-based vouchers, since these vouchers make up the bulk of HPD’s Section 8 program.
 
HPD generally targets Section 8 assistance to help homeless households, households in City-owned affordable housing who may need to relocate due to substantial renovations in that housing, and households residing in HPD-owned buildings that have been developed with HPD assistance or maintain regulatory assistance.
 
HPD issues 24,308 regular tenant-based and project-based vouchers and 5,921 “enhanced” vouchers.
 Enhanced vouchers are available to tenants in projects that are removed from the Section 8 program because the property owner declines to renew or pre-pays federal loans in order to opt out of the program. The enhanced voucher generally provides a higher rent subsidy than the regular voucher and allows the tenant to remain in his or her unit even after the project leaves the Section 8 program.

NYCHA’s Section 8 Program

According to NYCHA, it administers the largest Section 8 Program in the country and currently provides rental subsidies to 91,103 families in privately owned housing.
 HUD funds NYCHA’s operating budget, which includes funds to run their Section 8 program, from the public housing Operating Fund. This Fund provides subsidies to PHAs nationwide for day-to-day operations. Funding is based on the subsidy eligibility of all housing authorities and the annual federal appropriation. The eligibility formula is intended to capture the costs of operating public housing but if the total national eligibility exceeds the congressional appropriation, then HUD must prorate subsidy allocations. From 2001 to 2013, NYCHA estimates that proration resulted in a cumulative operating subsidy loss of over $937 million as compared to total eligibility.

The Impact of Sequestration on Section 8

In early August 2011, the federal government passed the Budget Control Act of 2011 to raise the debt ceiling limit and avoid a budget default. As part of a political compromise, the Act included a “sequestration” deadline aimed to compel the Federal government to act on deficit reduction. Sequestration was to impose automatic, across the board spending cuts if Congress could not agree, by November 2011, to reduce the deficit by at least $1.2 trillion.

Congress missed the deadline. As a result, many federal agencies, including HUD, faced cuts totaling $1.2 trillion over a 10-year period. And HUD passed along its losses to local PHAs: HPD and NYCHA each faced cuts of $37 million and $78 million dollars, respectively, to their Section 8 programs. In response, both agencies say they were forced to adjust their policies and procedures.
 

HPD’s Response to Sequestration
Sequestration created a $37 million dollar budget gap for HPD’s Section 8 program. According to HPD, it covered part of this gap by dipping into its reserves, using about $9 million dollars in “shortfall” funding from HUD, and issuing no new Section 8 vouchers in 2013 (resulting in a loss of about 300 vouchers due to attrition).
 But HPD says these measures were insufficient and, to cover the rest of the gap, the agency was left with the choice of either pulling about 3,000 Section 8 vouchers from recipients or “spreading the pain” by reducing its payment standards and implementing a downsizing policy. HPD chose the latter.

Reducing the Payment Standard
As discussed above, the payment standard is a percentage of the fair market rent set by HUD and, if a Section 8 tenant and his or her landlord agree to rent exceeding the payment standard, the tenant must pay the excess on top of his or her normal 30%-of-income share. In 2012, HPD’s payment standard was 110% of the fair market rent, the maximum amount allowed by HUD.
 In 2013, HPD reduced its payment standard to 105% of fair market rent (Table 2 below provides a comparison of the two payment standards for different apartment sizes).
 Enhanced voucher holders would not be affected by these changes because the enhanced vouchers are not subject to the payment standard: for enhanced vouchers, HPD pays an approved gross rent, which is not currently being changed.

	Table 2: Comparing 2012 and Current HPD’s Payment Standard 

	
	SRO
	Studio (0 BR)
	1 BR
	2 BR
	3 BR
	4 BR
	5 BR
	6 BR

	Current Standard
	$938
	$1,250
	$1,305
	$1,547
	$1,989
	$2,230
	$2,565
	$2,899

	2012 Standard
	$983
	$1,310
	$1,367
	$1,621
	$2,085
	$2,336
	$2,687
	$3,037

	Source:  See  HPD’s Payment Standard for October 2012, HPD, available at http://web.archive.org/web/20121025015538/http://www.nyc.gov/html/hpd/downloads/pdf/New-Payment-Standards-chart.pdf  See HPD’s New Payment Standard, available at http://www.nyc.gov/html/hpd/downloads/pdf/New-Payment-Standards-chart.pdf


Downsizing
In addition to reducing the payment standard, HPD began implementing a downsizing policy in June 2013. Under the policy, HPD allots one bedroom for every two people, so a one-person household living in anything other than a studio will be deemed “over-housed,” as will a two-person household living in any apartment with more than one bedroom and so on (see Table 3 below).
 If, upon annual recertification, HPD determines that a given household is over-housed, HPD will send that household a “Notice of Over-Housed Status” requesting that the household relocate to a smaller apartment.
 An over-housed household can choose to stay in their current apartment but the payment standard for the apartment would be reduced to the payment standard applicable to the smaller, “appropriately” sized apartment.
 For example, a two-person household who chooses to stay in a two bedroom apartment rather than relocate to a one bedroom apartment would see their payment standard reduced to the level applicable to a one bedroom apartment, which may result in the household having to pay a greater share of the rent.

	Table 3: Comparing 2012 and  Current HPD Subsidy Standards

	HPD Subsidy Standard (on October 2012)
	New HPD Subsidy  Standards

	Size of Family
	Bedrooms
	Size of Family
	Bedrooms

	1-2
	0-BR (Studio)
	1
	 0-BR (Studio)

	1-4
	1-BR
	2
	1 BR

	2-6
	2 BR
	3 or 4
	2 BR

	4-8
	3 BR
	5 or 6
	3 BR

	6-10
	4 BR
	7 or 8
	4 BR

	8-12
	5 BR
	9 or 10
	5 BR

	10-14
	6 BR
	11 0r 12
	6 BR

	Source:  See  HPD Subsidy Standard for October 2012, HPD, available at http://web.archive.org/web/20121025015538/http://www.nyc.gov/html/hpd/downloads/pdf/New-Payment-Standards-chart.pdf  And See HPD’s New Subsidy Standards available at  http://www.nyc.gov/html/hpd/downloads/pdf/HPD-Subsidy-Standards-Chart.pdf



For enhanced voucher holders, downsizing works a little differently. Enhanced voucher holders who are over-housed will be placed on a waitlist for a smaller unit within the development.
 When the holder is next on the waitlist and a smaller unit opens up, the holder will be offered that unit and will have two weeks to respond. If the holder refuses to move, then their enhanced voucher will revert to a regular voucher and they will become subject to the reduced payment standards as discussed above.

According to HPD, households that include a person who has disabilities or an elderly person with certain medical problems that would require additional space may effectively appeal their over-housed status by writing to HPD and requesting a “reasonable accommodation.”
 A medical professional will have to submit documentation verifying that a member of the household has a physical or mental impairment and needs the accommodation.
 The maximum accommodation HPD is willing to give is one additional bedroom.

HPD says that, as of March 19, 2014, 131 households have completed a move or are in process of moving to a smaller apartment.
 HPD projects that its downsizing policy will save the agency approximately $10.5 million.
NYCHA’s Response to Sequestration
Under sequestration, NYCHA received $78 million less to administer their Section 8 program in 2013.
 In order to fund their Section 8 program in 2013, NYCHA exhausted all of its reserves and received $21 million dollars in shortfall funding from HUD.
 In order to address ongoing budget shortfalls and address sequester-related cuts, NYCHA proposed a number of cost-saving modifications to its Section 8 program in 2013. Those changes included not issuing new vouchers and accumulating savings from attrition ($22.4 million in savings); not increasing payments upon renewals ($3 million in savings); and requiring cost neutral transfers ($1.8 million in savings).
 The New York City Independent Budget Office reports that 2,000 fewer households are receiving NYCHA’s Section 8 in 2014 compared to 2013.
 NYCHA also planned to reduce their rent payment standard, which is used to determine the level of assistance that a voucher-holding family will receive, from 110% to 90%. NYCHA expected the payment standard reduction to result in an additional $3.3 million in savings and affect roughly 9,600 households.
 

In 2014, NYCHA expects a $13 million deficit in their Section 8 program. NYCHA is hopeful that HUD will provide shortfall funding to completely eliminate such deficit.
 
NYCHA’s Usage of Downsizing in Conventional Public Housing
HUD allows public housing authorities to set their own occupancy standards to achieve such goal. HUD recommends – but does not require – that public housing authorities, when drafting their occupancy standards, follow a general rule of two persons per bedroom and advises that they consider (1) the size and configuration of the public housing authority’s housing units; (2) limitations imposed by the capacity of water and sewer systems; (3) site density issues; (4) characteristics of individual families; and (5) avoiding both under-utilizing space and overcrowding families.
 The occupancy standards NYCHA created are summarized in Table 4 below.

Table 4: NYCHA Occupancy Standards 
[image: image1.png]Number of Standard Overcrowded Extremely | Under-occupied | Extremely
Bedrooms Occupancy Overcrowded Under-occupied

Source: NYCHA Management Manual. Chapter IV. Appendix D -NYCHA Occupancy Standards for Famikies.
Note: Numbers shown are the numbers of occupants, except for the column “Number of bedrooms.”

2a= A married couple, 2 couple registered as domestic partaers, or a single person with a child less than six years
old.

2b = Two adults that are not married or registered as domestic partners or a single adult with a child that is at least
six years old.

4a = Either (1) a couple that is married or registered as domesfic partners with two other family members (one male
and one female) that are not married or segistered as domestic partners; (2) three females living with one male; or
(3) three males living with one female.




In January 2012, NYCHA released a report titled Plan NYCHA: A Roadmap for Preservation (“Plan NYCHA”). According to the Authority, the Plan NYCHA report is a five-year strategic initiative that will be used to help guide NYCHA through a “major transformation” that the Authority states must take place in order for it to overcome obstacles such as aging buildings, increasing budget deficits, longer waiting lists for public housing applicants and other challenges.
 The Plan NYCHA report encompasses what NYCHA states are the ten core critical imperatives that the Authority and its stakeholders should work towards in the next five years and beyond. Optimizing apartment usage in order to serve more families in need by transitioning families to appropriately-sized apartments is one of the core imperatives addressed in the Plan. 

The Plan NYCHA report provides that there are more than 55,000 apartments in NYCHA where the number of bedrooms exceeds the needs of the occupants. NYCHA deems families in an apartment with one extra bedroom “under-occupied.” Families with two or more extra bedrooms are deemed “extremely under-occupied.”
 Approximately half of all under-occupied NYCHA apartments are occupied by seniors.
 To address the under-occupied issue, NYCHA is increasing the transfer of residents from under-occupied units into units that are suited to accommodate their family size.

It is worth noting that HUD appears to leave it to public housing authorities to determine whether to move residents living in under-occupied apartments. HUD rules require that public housing authorities annually check the size of every family living in public housing and if, during that check, the authority learns a family is living in an inappropriate size apartment, the authority may – but does not have to – require the family to move to an appropriately-sized apartment.
 Similarly, HUD rules require that every lease for a public housing apartment contain a transfer provision. But that transfer provision requires residents living in inappropriate size apartments to move only if the public housing authority demands it.

Upon determining that a family is living in an under-occupied or extremely under-occupied apartment, NYCHA staff sends that family a letter requesting that they visit their respective Housing Managers and voluntarily place themselves on a transfer list at which point they can request a transfer to an appropriately-sized apartment in any development, including their own. If the resident does not place their name on a transfer list after receiving the first letter, they receive a second letter urging them to do so. If the residents still do not place their name on the transfer list after receiving those two letters, NYCHA will take further action including placing the residents’ names on the transfer list automatically, at which point a resident generally loses their opportunity to move to an appropriately sized apartment at a development of their choice.
 This process is summarized in Figure 1 below. At an October 23, 2012 hearing of the Committee on Public Housing, NYCHA testified that they were primarily focused on transferring families from extremely under-occupied apartments and that 11,672 families were on their transfer list awaiting placement to an appropriately-sized apartment.

Concerns

As a general matter, it is unclear to what extent the payment standard reduction and downsizing policies adopted by HPD and NYCHA are necessary. At today’s hearing, the Committees expect both agencies to explain whether any of these polices are legally required (e.g. by HUD rules) and whether these policies are strictly necessary to cover budget gaps (i.e. to avoid cutting Section 8 vouchers) or if, instead, they are aimed at other purposes, such as restoring depleted reserves. The Committees are also particularly interested in the steps that both HPD and NYCHA are taking to deal with the particularly difficult matter of relocating elderly tenants who comprises a significant portion of the so-called “over-housed” population.

Regarding HPD and its Section 8 policy changes, residents, advocates, and other stakeholders have expressed concerns that HPD did not first hold a public hearing or otherwise give the public a chance to comment before implementing payment standard reductions and initiating downsizing and has not, since implementation, held any public meetings to answer the questions and concerns raised by over-housed tenants. These stakeholders have also reported that, unlike NYCHA, HPD is offering no moving assistance for over-house tenants forced to relocate.
Regarding NYCHA, the Committee intends this hearing to be a “check in” on the status of NYCHA’s downsizing efforts which have been underway for some time now. The Committee is also looking forward to hearing from NYCHA about why it chose to implement relatively deep cuts to its payment standard to address the budget shortfalls in its Section 8 program rather than rely on a mixture of payment standard cuts and downsizing, as HPD did.
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