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INTRODUCTION

This Year in New York City

In 2001, in an unprecedented and extraordinary event, voters in the City of New York will elect an almost entirely new set of leaders for their government – a new Mayor, Comptroller and Public Advocate; at least four new borough presidents; and 35 new members of the 51-member City Council, including a new Speaker. 

Those new leaders (and even current leaders who are elected to new positions) will be faced with the challenge of guiding New York in the first decade of the 21st century.  Some of the issues they will face are new – like the closure of the City’s last landfill, and the ups and downs of Silicon Alley.

But many will be longstanding challenges that, because of New York’s unique size, history, geography and demographics, will demand a new consensus, innovative approaches, and a creative and substantial investment of resources.  Indeed, the failure to do so – the “cost of doing nothing” – could have devastating consequences for the city as a whole.

The Challenge of Affordable Housing

This policy paper examines one of these longstanding challenges – the continuing inability of the city’s housing infrastructure to keep pace with the needs of its residents at all income levels for housing that is of decent quality, affordable and appropriate within the confines of New York’s five boroughs.  At various points in the 20th century, this failure reached crisis proportions, and prompted several waves of public investment in programs that dramatically expanded such housing.  These initiatives stemmed the tide, at least temporarily, but they were not sustained and have never come close to a comprehensive solution. 

Housing First!

The broad and growing coalition that has assembled to prepare this paper – Housing First!  – believes that New York has again reached the point at which a significant and sustained commitment to expanded public investment in the city’s housing infrastructure is critical.

The goal of this commitment must be nothing less than a continuum of housing options that includes:

· developing new opportunities for homeownership at nearly all income levels;

· preserving, improving and expanding the city's multi-family housing stock;

· creating decent affordable housing for working families; and,

· meeting the needs of those with greatest need, including those facing chronic health challenges and disabilities. 

Through this policy paper, Housing First! seeks to bring this important message to the city’s incoming leaders.  In the first half, we make the case for a new public commitment and investment.  In the second half, we outline the key elements of how such an investment could be financed, and how we believe it could be best directed toward various programs targeting different types of housing that together form a comprehensive plan of action.

The bottom line of the Housing First! message:

The City must invest $10 billion over a ten-year period in ways that will produce at least 100,000 new housing units, and restore and preserve tens of thousands more.

THE NEED FOR AFFORDABLE HOUSING

New York City’s housing market is arguably the most studied, best understood and most contentious of any city.  Documentation of the city’s desperate challenge with respect to affordable housing is all around us.  Issued by an array of public officials, academic researchers, civic organizations, blue-ribbon panels, and trade organizations, titles of recent reports tell the story:  “Housing a Growing City: New York’s Bust in Boom Times,” “No Room for Growth,” “The Housing Crisis in New York”, etc. 

In conventional terms, analysts often look at housing markets in terms of the three “A’s” – availability, affordability and adequacy.  Most housing markets only have problems with one or two of these factors; New York, however, experiences significant problems with all three. 

Indeed, New York’s housing market is in critical condition, teetering on the brink of intensive care. 

Using this framework, findings from recent studies and reports provide a snapshot of the current state of affairs:

The Availability of Housing

to Meet New York’s Needs
The 2000 Census confirms what anyone living in New York City knows:  the city is getting more crowded.  With New York’s population topping 8 million ( an historic high ( the shortage of affordable housing for the average New Yorker has reached a crisis level.  

Housing experts generally agree that a housing market must have at least a five percent vacancy rate in order to be effective and dynamic in providing opportunities for both newcomers to find housing, and for existing residents to expand as families grow, move up as earnings increase, or to downsize in their senior years.

Although the shortage of affordable housing is not New York’s problem alone, the situation here is particularly acute.  Historically, since records have been kept, vacancy rates have never exceeded 4.1 percent in New York City.
  In 1999, the citywide vacancy rate for rentals was 3.19 percent.
  That’s the lowest in this decade.  It is the sharpest decline in vacancies since 1968. And it is worst for low rent units: all those renting under $700 went down by almost 14 percent in the last three years; those renting under $400 went down by 66 percent.  [All figures are for renters.]

While crisis-housing conditions have long been the norm for New York, efforts to address them have waxed and waned over the years.  The 1960s saw a period of robust growth in housing stock with 36,000 units produced per year, with a peak of 60,000 in 1963.  But in the 1970s the number of new units dropped to 17,000 per year, with an even greater number of units lost to neglect and abandonment.

The 1990s saw the number of units lost to disrepair level off, but the number of new units produced fell to 8,500 per year.
  Overall, the 1990s saw New York City lose more rental units than it produced.  As a result, a city that had more affordable rental units than extremely low-income families in the 1970s now has an estimated 390,000-unit shortfall for extremely low-income families.
  The last decade saw New York City add 456,000
 people, while adding only 58,500 housing units.
 

Another measure of the City's critical shortage of affordable housing is the waiting lists for subsidized units.  The typical family will spend eight years on the waiting list for an apartment in the City's public housing developments.  224,000 households are on the Section 8 waiting list, and 141,000 households are on waiting lists for public housing
  (some households are on both lists).

It is widely acknowledged that housing production and preservation in New York City in the last 20 years hasn’t come close to meeting the demands of growth and change.

The pressure for increased housing production, and for more affordable housing, comes at a time when all three levels of government – local, state and federal – have dramatically scaled back their direct investments in housing construction.  The federal Department of Housing and Urban Development's budget plunged from more than $50 billion in 1980 to $16 billion in 1997.
   The downtrend continues with President Bush’s HUD budget proposal essentially flatlining spending, representing an effective cut.

New York State has not launched a major large-scale housing production program since the Mitchell-Lama program started in 1955, with the last building constructed in the 70s.  A true success story, Mitchell-Lama created 125,000 units of affordable housing for middle-income New Yorkers.

The City’s own capital expenditures on housing construction climbed to a robust $739 million in 1989 (which adjusted for inflation equals $1.06 billion in 2000 dollars), but have since fallen a whopping 72 percent to $294 million in FY 2000.
  
The Affordability

of New York’s Housing Stock
Housing affordability is a pervasive challenge for all but the wealthiest New Yorkers.  One out of every four New York renter households – some 525,700 people – pay more than one-half of their incomes for rent.  While low-income households bear the greatest burden, a significant number of middle-income households also struggle with affordability, with one out of five middle-income renters spending more than 30 percent of their income on rent, compared with one in seven nationally.
,

At the same time that public investment in housing construction has declined, many units built with direct or indirect subsidies are in jeopardy of being lost to the affordable housing stock.

For instance, contracts are expiring on many projects built with federal project-based subsidies which provide operating subsidies that require low-income tenant to pay no more than 30 percent of their income for rent.  As 20-year contracts expire, owners are free to rent current federally-supported apartments at market rates.

Since October 1996, owners of projects with 1,800 apartments in New York have already opted out of the subsidy agreements.  By September 2004, contracts covering 81,000 more federally-subsidized apartments will expire, endangering this valuable housing resource.

Similarly, rental restrictions will soon end on some of the first buildings financed with federal Low Income Housing Tax Credits, a program that provides tax incentives to investors who agree to restrict their rents for 15 years. 

Also, the regulatory agreement and long-term tax-abatements that supported the development and maintenance of Mitchell-Lama buildings are in the process of expiring; those subsidies enabled units to be based on income, or ability to pay.  While various restrictions, interventions and timetables are being negotiated with respect to specific building complexes, the inevitable outcome will be that a substantial number of apartments will be converted to market rents.  

The Adequacy

of New York’s Housing Stock

Since the massive rebuilding of many deteriorated buildings and neighborhoods over the past fifteen years, public perception may be that urban blight is largely a concern of the past.

However, 63 percent of the City’s housing stock was built before 1947 – making it more than 50 years old – and will require sustained capital investment for a significant portion of it to remain viable.

While the number of dilapidated buildings has declined greatly in recent years, in 1999 more than one-half of renter-occupied units had at least one serious maintenance deficiency.  Approximately one of every thirteen housing units (7.5 percent) had severe housing quality problems (i.e., five or more major maintenance deficiencies or was dilapidated), compared to one of every fifty units (2 percent) nationwide.

A report by the State Comptroller's office estimated that more than $5 billion is needed to bring public housing “up to a state of good repair.”

Due to the failure of housing production to keep pace with population growth, tens of thousands of illegal housing units now exist, many with dangerous physical conditions and severe overcrowding.  According to the most recent Housing Vacancy Survey, there are 150,000 doubled-up renter households in the city, and 11 percent of renters live in overcrowded apartments.

Today, New York City’s housing market is characterized by the unusual confluence of all three factors – adequacy, availability and affordability – failing to meet threshold levels, and thus combining to result in a major crisis.  Not only have homeless and low-income individuals and families, and minority and immigrant households clearly suffered, the housing crisis increasingly burdens tens of thousands of moderate- and middle-income New Yorkers who find themselves trapped in apartments too small for their growing families, paying more for rent than they can afford, and/or working extra jobs to make ends meet, unable to downsize in their senior years, and using a variety of other coping mechanisms to pay for both housing and other basic needs.

Only an aggressive strategy of substantial City investment, complemented by sound planning and more efficient production mechanisms will alleviate this crisis and avoid serious harm to the city’s present and future growth.

The level of investment called for by Housing First! seems substantial, but is not without precedent, as will be shown in the discussion that follows.  And so are the goals of what it must achieve.

WHY ACT NOW?

If housing were a minor factor in the city’s economy and infrastructure, the facts outlined below might be tolerated, or even ignored, in favor of seemingly more compelling matters.

The fact is, however, that housing centrally impacts the city’s economic, social and cultural health in critical ways.  In reality, housing issues are inextricably linked with the most pressing challenges facing New York.  The city will be able to provide decent education, health services, safe streets and neighborhoods, and expanding economic opportunities for all its citizens only if it first addresses the housing needs of its populace:

· If the employees who make New York's businesses function can’t find decent, affordable housing, then the city’s future economic well-being will be jeopardized.

· If school children sleep every night on shelter cots(as more than 10,000 do each night(smaller class sizes and highly trained teachers will still not improve math and reading scores.

· If new teachers in the public school system can’t find affordable apartments, the city will never attract desperately needed, well-trained educators.

· If whole neighborhoods are allowed to deteriorate, crime will take root and flourish as it has in the past.

Therefore, public investment in affordable housing must be regarded as an essential investment in the city’s economic and social well-being.

And it is an investment – as much as mass transit helps move people from their homes to work, and education prepares them for work.

Later in this report, we more fully assess the connections between housing and other matters of great civic concern.

Housing

and the Future of New York's Economy

The scarcity of affordable housing jeopardizes the city’s continued economic success.  According to the Bureau of Labor Statistics, since 1992, New York gained almost 450,000 new jobs
, but only added 58,500 housing units.
  Growing companies are extremely reluctant to locate or expand in New York if their employees cannot find affordable places to live.  In a 1999 survey of the largest employers in the New York area, the Office of the State Comptroller reported that 86 percent of respondents cited housing costs as a serious deterrent to doing business in New York.


This response is true for all levels and types of employees; with New York’s economy increasingly driven by knowledge-based businesses, even firms employing well-educated professionals find attracting employees to New York a significant challenge because of the lack of affordable housing.  Approximately 40 percent of the city’s households earn between $40,000 and $120,000, including public employees, construction workers, clerical workers, craftspeople, artists and performers, and middle-level managers.  New York’s expensive and antiquated housing infrastructure is a serious disadvantage in retaining homegrown members of the city’s middle-class and in attracting middle-income people who can replenish its vitality.  Another recent survey found that 45 percent of New Yorkers "seriously considered moving out of the City" because of high housing costs.

An adequate housing supply not only is essential to attracting employees to the city; the creation of housing also is an important source of jobs in the local economy.  The residential construction industry creates thousands of jobs and substantial economic activity.

But New York lags behind national growth in the production of new housing.  Between 1985 and 1994, the city’s construction rate for new housing was lower than that of every other large city with a growing population, and was even lower than those of Boston and Chicago, two cities with declining populations.
 While New York’s construction workers were busy with commercial and public works projects, the city failed to capture the added benefit of robust housing development.

When it comes to addressing the needs of those individuals and families whose situation impacts other public systems, affordable housing also is an investment that represents a targeted and effective use of tax dollars.  When compared with the alternatives, investment in permanent housing for special populations can be a bargain.  Over $40,000 a year is spent on a mentally ill homeless person in New York, primarily on acute-care hospitals and homeless shelters.  For a little over $1,000 more a year, housing, with supportive services, could be provided for that person.
  For the elderly, nursing homes cost over $200 a night, while assisted living has a median cost of approximately $100 per night. 
Additionally, investments in preserving the existing housing stock are an effective and necessary investment in the city’s infrastructure.  In the 1970s when great swaths of New York were destroyed by arson and abandonment, thousands of units of its housing supply were lost.  By 1986, the City addressed this crisis by taking possession of 53,000 occupied properties as their owners went into tax arrears, and an additional 49,000 units of vacant in rem housing.
 

Before implementing a new program to transfer these properties to private third parties in 1994, the City spent an average of 19 years and $2.2 million per building to acquire, manage, and repair and dispose of each of the foreclosed properties.
  And the City tax coffers also suffered over this time, as each foreclosed property represented an average of $209,000 in foregone taxes.

Housing and Families

High New York City rents undermine the ability of many working households to meet their day-to-day financial obligations, thereby imposing enormous pressures on families to deal with the other necessities of life.  Shelter stays for homeless families have doubled over the last decade, from an average of five months in 1990 to ten months in 2000.

For the city’s rapidly growing population of senior citizens, many of whom are aging-in-place, housing is at the top of their concerns for a variety of reasons, including the fear of losing their homes if rent costs escalate, having no place to go because of high prices in the market, and being unable to downsize for the same reason.

Housing and Education

The housing crisis undermines quality education in New York.  Decent, affordable housing is inextricably linked with success in the classroom.  The best efforts to improve the quality of education won’t matter if schoolchildren don’t have a place to sleep, or enough quiet space to do their homework, or a table to eat meals with their parents.  Children simply cannot fulfill their potential in school while living in overcrowded or substandard housing.

Housing and Health

Substandard housing conditions are unequivocally linked to chronic health problems among New Yorkers, especially the epidemic in childhood asthma.  Homeless children in New York City have the highest rate for asthma of any child population in the United States.

Housing is also a cost-effective way of providing care for some of our most vulnerable populations.  Over $40,000 a year is spent on a mentally ill homeless person in New York, primarily on acute-care hospitals and homeless shelters.  For a little over $1,000 more a year, housing, with supportive services, could be provided for that person.
  For the elderly, nursing homes cost over $200 a night, while assisted living has a median cost of approximately $100 per night.  

Housing and Safe Neighborhoods

Good housing is key to preserving neighborhoods.  When units fall into disrepair as they did in some areas of New York in the 70s, crime can take root and flourish and entire neighborhoods can be lost.  Keen observers cite the Koch Administration’s capital program for housing as contributing significantly to the drop in crime over the past decade – by refusing to allow abandonment to take hold, devising a host of strategies for transferring ownership, investing in gut rehabilitation, and stabilizing moth-balled buildings until something productive could be done with them.

Improved physical and housing market conditions appear to have been stimulated in many neighborhoods where the Plan focused investment.  In fact, the Plan may well have set the stage for the tremendous burst of private investment in Harlem and Bedford-Stuyvesant in recent years.
  Numerous examples abound in other parts of the city, as well.

Housing investments in New York also correlate strongly with reductions in vacant units and vacant lots, and with reductions in welfare rolls and violent crime in those neighborhoods.

THE CASE FOR PUBLIC INVESTMENT

Unlike many other municipalities, New York City has a long history of public investment in the production of decent affordable housing to address the economic challenges of growth and provide housing for those unable to purchase it in the market. 

New York’s investment preceded federal support for public housing, and continues to significantly outpace that of other cities – on a per capita basis, New York spends about $100 (capital and operating) per resident on housing, compared with an average of $5.90 in the next 50 largest U.S. cities.

Even so, housing investments account for only 4 cents of each dollar in the City’s capital budget.  (By far the largest capital expenditures are directed to environmental protection, education and transportation.)
  However, in the late 1980s, housing accounted for ten percent of all capital investments.

To remind us of the City’s heritage of public investment in housing:

· Through the City’s recent housing programs, the city has developed a cadre of experienced, influential and effective partners, ranging from major financial institutions and national financing and technical assistance intermediary organizations to community-based housing developers, committed profit-minded developers, and property managers.  This capacity helps ensure that investments from all sources are effectively and efficiently used to produce and preserve as much housing as possible.

· The City has developed state-of-the-art partnerships between the public and private sectors to tackle housing issues.  It has effectively utilized quasi-governmental entities to maximize the use of tax-exempt financing, spawning a growing local industry of effective for-profit and nonprofit developers.

· In the late 1980’s, the City embarked on a 10-Year Plan, the most recent and prominent example of how New York can respond aggressively and effectively to the affordable housing crisis.  Many knowledgeable observers agree that this effort was instrumental in positioning the city for the revitalization experienced over the past decade.  It also proved what is possible for the City itself to achieve, with limited support from federal and state resources. 

· The Mitchell-Lama developments – 125,000 middle-income units throughout the city – were built from the 1950s through the 1970s under state legislation designed to give tax breaks and other incentives (e.g., cheap land, tax-exempt bonds, etc.) to developers.  

· The New York City Housing Authority operates the largest and best managed public housing system in the country, serving over 600,000 people in 181,000 apartments.  Many of which were built with City funds in the 1930’s and after WWII.

But in the past decade the City’s investment in housing production has declined.  It no longer has a large scale, broad-based program to address both plan and produce affordable housing to meet the city’s housing needs.

Everyone knows that the costs of developing and operating housing – and therefore purchase and rental prices – are higher in New York.  But a recent study analyzing those costs concluded that even if it were possible to implement a comprehensive set of remedies and would reduce construction costs by 18 percent to 25 percent (and rents by 26 percent to 29 percent), substantial public subsidy would still be essential for the development of affordable housing for most income-levels.

WHAT MUST BE DONE

New York desperately requires a program of public intervention in the form of a major capital investment to create new units, upgrade substandard units, and preserve the existing housing stock.

The new leadership of the City must develop and fund a ten-year capital investment of $1 billion per year over the next ten years to create 100,000 new affordable housing units and to preserve tens of thousands more.

Guiding Principles

While the focus of Housing First!  is on the commitment to investment, any significant investment must be both preceded and accompanied by a set of principles that ensures good planning, efficient use of money, and a commitment to successful achievement of targets.  Housing First! also calls for: 

· An open and inclusive comprehensive planning process to analyze the city’s full range of housing needs, to make decisions about resource allocation, to provide guidance on development vehicles, planning and design, and to evaluate results.

· Programs that create housing integral to safe, sustainable, mixed-income neighborhoods.

· A combination of rental, conventional homeownership, and cooperative housing through both rehabilitation and new construction, with cost-effective use of public and private investments.

· A balance of programs to address the needs of very-low, low, moderate, and middle-income families as well as appropriate types of supportive housing for individuals and families.

· Enactment of a broad range of common sense reforms in government regulations (from building codes to zoning) and in housing industry practices that will decrease the cost of housing, maintain high quality standards and increase the level of housing production.

· Funding for acquisition and environmental remediation of “brownfield” sites to encourage economically feasible new developments ranging from infill to large-scale new construction

Housing First! is committed to a process based on the above principles that develops a comprehensive policy, program and logistical framework to maximize success.

While this paper is focused on a long-term plan of public investment in housing development, other recent reports make recommendations about how such investments can be accelerated and optimized through direct actions by the City, including attention to zoning issues, infrastructure and site development, reclamation of brownfields, participation of trade unions, and building code reforms.  

HOW CITY FUNDS MIGHT BE INVESTED
A ten-year capital investment totaling $10 billion will create 100,000 new affordable housing units and will mean the upgrade and preservation of roughly 85,000 additional units.  These 185,000 units will address a substantial portion of the need, and spur new housing production to meet the city’s rising population. To achieve this ambitious, but realistic, goal:

· Housing First! is committed to advancing a continuum of housing opportunities to meet the needs of all New Yorkers.  The continuum includes programs that:

· help renters become homeowners;

· meet the needs of growing families;

· help homeless people find stability and permanence; and,

· enable working people to live closer to where they work and communities they serve.

· Housing First! recognizes the need to replenish the city's capital housing stock through both preservation of existing housing and production of new housing

· Housing First! builds on the framework of existing, proven programs, supplemented with new initiatives as needed to fill gaps.

· Housing First! relies on the leadership of New York’s experienced nonprofit and private developers, financial institutions, intermediaries, and government agencies to implement its programs

· Housing First! efficiently leverages conventional and tax-exempt financing, low-income housing tax credits, and other state and federal financing.

Housing First! has developed a program by which a $10 billion dollar commitment to affordable housing could be effectively invested over a ten-year period.  While other scenarios might plausibly achieve the same objectives, this scenario has been developed through a process of extensive discussion and debate among all of the sub-sectors of the housing field.  Any such program would, of course, be subject to fine-tuning and mid-course corrections over the ten-year period.

	$10 billion Capital Investment Scenario to

Create and Preserve 185,000 units of Affordable Housing

	Initiatives to Create and

Preserve Affordable Housing


	
	
	
	Units by Household Income*

	
	Investment (annual/

ten-year)
	Units

(10-year totals)
	Estimated

average

per unit

investment
	Low


	Moderate


	Middle



	Creating Homeownership Opportunities
	Home ownership programs (1 to 4 family)
	$115 million

$1,155 million
	3,300

33,000
	$35,000


	8,000
	20,000
	5,000

	Meeting Special Needs
	Supportive housing
	$176 million

$1,760 million
	1,600

16,000
	$110,000


	16,000
	  -
	-

	
	Senior housing/

assisted living


	$55 million

$550 million
	500

5,000
	$110,000
	2,500
	2,500
	  -

	Expanding the

Multi-Family Housing Stock
	Multi-family rental and cooperative development 

(HPD)
	$332 million

$3,325 million
	3,500

35,000
	$95,000
	25,000
	7,500
	2,500

	
	“New housing opportunities” program (HDC)


	$55 million

$550 million
	1,100

11,000
	$50,000
	  -
	6,000
	5,000

	Preservation & Rehabilitation of Existing Housing
	In rem, third-party transfer, and rehabilitation loans.
	$226 million

$2,262 million
	10,100

70,700
	$32,000


	42,700
	20,000
	8,000

	
	City-assisted public housing (NYCHA)
	$40 million

$400 million
	1,500

15,000
	$26,500


	10,000
	5,000
	  -

	
	Totals:
	$1 billion

$10 billion
	18,570

185,700
	
	104,200


	61,000


	20,500




*Note:  For purposes of establishing affordability standards, HUD calculates the "area median income" for New York City as $56,200 for a four person household for FY 2000.  For the purposes of this document “Low income” is defined as those households making less than 60% of the area median; “moderate income” as between 60% and 120%, and “middle income” as between 120% and 200% of median. It should be noted that the actual median income for all New York City households in 1998 was $33,000.

HOW TO PAY FOR THIS CRITICAL INVESTMENT
Successfully implementing this program will require the City to devote a larger share of its capital budget to housing.  In addition, there are identifiable revenue sources that can be tapped to expand public capital investment in housing. Other creative funding sources should be considered, such as establishing a trust fund for revenues from unanticipated windfalls, such as the leasing of the World Trade Center, tobacco tax surpluses, and recapture of existing and future housing loan repayments, as well as targeted expansion of existing tax benefit programs.

The City’s capital budget – totaling $25 billion over the next four years – while substantial, is inadequate when compared with the city’s array of capital investment needs.

Nevertheless, as indicated above, the housing-related portion of the capital budget is approximately 6 percent, or $1.5 billion (over four years) -- ranking housing fourth behind environmental infrastructure, schools and transportation infrastructure.  The goal of Housing First!  -- $10 billion over ten years – would build on the foundation of a $5.1 billion commitment already included in the City’s capital budget plan. 

The chart that follows outlines a menu of proposed revenue sources to fully and credibly support a ten-year, $10-billion capital plan.  

	Potential Sources of Revenue to Support a 10 Year $10 Billion 

Capital Investment Plan for Affordable Housing


	Category
	Item
	Notes
	Estimated 10 Year Total

	Current Capital Funding
	New York City 10 Year Capital Plan


	The City is currently committed, in its ten-year capital plans, to spending $5.1 billion in capital funds on housing over ten years.  The ten-year plan understates the amount of Federal resources, which is probably close to $100 million annually, and there is some private funding included in the plan.  City capital funds consist of City general obligation bonds.  The ten-year breakdown is as follows:  City capital $4.7 billion, Federal $1 billion, and Private $120 million. (City of New York, Office of Management and Budget, Preliminary Ten-Year Capital Strategy, FY 2002-2011 , 2001)


	$5.1 B

	New Dedicated Capital Funding
	Battery Park City Authority – Surplus Revenues


	In the 1980s, under the Housing New York Program, approximately $1 billion in surplus revenues generated by the Battery Park City Authority (BPCA) were promised to fund the development of new affordable housing citywide.  Ultimately less than $150 million of BPCA revenues were ever spent on housing development, and BPCA surplus revenues are currently paid into the City’s general fund.  BPCA surplus revenues in 2000 were $65 million, and are expected to grow annually.  (BPCA has projected $3 billion in surplus revenues over thirty years.)  BPCA surplus revenues could be used to finance at least $750 million in capital funds, which could be issued as bonds by the BPCA and thus not count against the City’s borrowing limit.  (BPCA financial reports; City Project, “The Failed Promise of Battery Park City,” September 2000)


	at least $750 M

	
	World Trade Center – New Property Tax Revenues


	The Port Authority currently pays $25 million annually for the World Trade Center (WTC) in lieu of taxes to the City’s general fund.  The lease of the WTC will generate approximately $100 million annually in payments in lieu of taxes (PILOTs), thus producing an additional $75 million per year in new revenue.  This enhanced WTC PILOTs could be used to finance at least $1 billion in capital funds.


	at least 

$1.0 B


	Re-Directing Existing Resources
	Re-directed Federal Funds


	Currently the City spends $145 million annually in Community Development Block Grant (CDBG) funds.  Some $90 million in CDBG funds has been used largely to maintain and rehabilitate the in rem housing stock, including $75 million for in rem property management.  As the City divests itself of this stock in coming years, these funds could be re-directed to affordable housing development and preservation.  While the City would want to keep at least $10 million in CDBG funds for continued training and education as part of the Third-Party Transfer initiative, approximately $75 to $80 million per year would be freed up over time as the in rem stock disappears, with the number rising over time as the in rem stock declines (the City plans now to be rid of the in rem stock by 2007).  Over ten years, the City will have approximately $500 million in re-directed Federal funds available. (NYC Independent Budget Office)


	$500 M

	
	Proceeds from Sales of City-owned Properties 


	Proceeds from sales of City-owned properties could be allocated for new housing development.  Currently proceeds from City asset sales go to the City’s general fund.  Proceeds from sales of in rem properties and other City-owned real property have totaled about $40 million in each of the last two years.  Somewhat less than half this total is from the sale of in rem buildings.  Assuming conservatively that sales continue at their average rate of the last five years, asset sales would yield about $222 million over ten years, 45 percent of which would be from in rem buildings (which would cease after 2007). (NYC Independent Budget Office)


	$222 M

	
	Proceeds from Sales of Tax Liens


	As in the case of asset sales, proceeds from sales of tax liens on residential properties could be allocated for new housing development.  Currently proceeds from City sales of tax liens on tax-delinquent properties go to the City’s general fund.  Proceeds from tax liens totaled $85 million in Fiscal Year 2000.  (NYC Independent Budget Office)


	$850 M

	
	Revolving

Housing Loan Fund


	Currently City housing loans are repaid into the City’s general fund.  These loan repayments could be “recycled” by creating a revolving loan fund dedicated to housing development and preservation.  In Fiscal Year 2000, the City received $20 million in revenues from loan repayments.  The proposed Housing First! ten-year plan would expand City housing loan programs to $100 million annually, over time generating larger repayments.  Proceeds from loan repayments over ten years will generate roughly $425 million. (NYC Independent Budget Office, and analysis by Coalition for the Homeless)


	$425 M


	Potential New Funding Sources
	New and Expanded Property Tax Exemptions and Abatements


	The City currently has several programs for providing property tax exemptions for the development of new affordable housing, including the Section 421a program for new construction and the J-51 program for rehabilitation.  These programs could be enhanced in several ways.  By extending the term of property tax exemptions and/or enhancing the benefits in other ways, developers can obtain more conventional financing and reduce upfront capital costs.  In many cases, the loss of tax revenue for the City would not occur for more than fifteen years.  (New York City Council, Speaker’s Housing Task Force, “The Housing Crisis in New York,” February 2001)
	up to 

$1.5 B

(from all sources in this section)

	
	City mortgage tax revenues
	Several other states nationwide have dedicated a portion of their state and/or local mortgage recording fees to new housing development, many through the creation of housing trust funds.  New York City’s mortgage tax generated revenues of $408 million in Fiscal Year 2000.  Allocating 5 to 10 percent of mortgage tax revenues would generate between $20 and $41 million annually for new housing development. (NYC Office of the Comptroller, “Comprehensive Annual Financial Report of the Comptroller of The City of New York for the Fiscal Year Ended June 30, 2000,” December 2000)


	

	
	New federal funding and tax credits


	Currently there are several proposals to create a Federal housing trust fund which would develop and preserve multifamily rental housing.  One legislative proposal would utilize excess revenues from the Federal Home Agency and Ginnie Mae to fund the development of low-income rental housing.  In addition, there are proposals to expand the Low-Income Housing Tax Credit, which is utilized to finance the development of rental housing.  (National Low-Income Housing Coalition)


	

	
	New State Funding
	There are currently several proposals to expand New York State capital funding programs to support new housing development or preservation. 


	

	
	New City

Capital Funds
	Depending upon the development of other new funding resources described above, there might be a limited need for new City capital financing.  In the late 1980s and early 1990s, approximately 10 percent of City capital funds were dedicated to housing, whereas for the past seven years only 5 percent of City capital funds have gone to housing.  An addition of $125 million annually in new City capital commitments for housing, 11 percent of the City’s ten-year total capital commitments would be dedicated to housing.  Because of the recent growth in the value of its property tax base, the City is not currently facing severe problems with the so-called “debt limit.”  New York City’s constitutionally-mandated borrowing limit is expected to increase by $5.8 billion between Fiscal Year 2000 and Fiscal Year 2004.  (NYC Office of the Comptroller, “Fiscal Year 2001 Annual Report of the Comptroller on Capital Debt and Obligations,” November 2000)


	


CALL TO ACTION

A coalition of concerned New Yorkers – Housing First! – calls on all candidates for City government to put housing first on their public policy agenda.  Housing First! includes business and financial institutions; not-for-profit and for-profit developers of housing; civic associations and community-based organizations; labor organizations and housing advocates; and religious congregations of all faiths.

We represent people of all backgrounds, from all boroughs.  Housing First! is united by a common recognition that New York City has a severe and growing housing crisis, which must be addressed by significant and sustained investment.  

Housing First! calls on all City candidates to endorse a program of major public capital investment to create and preserve affordable housing.

New York’s new leadership must fund a ten-year capital investment of $1 billion per year if we are to create 100,000 new affordable housing units and to preserve tens of thousands more. 
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APPENDIX A

Affordable Housing:  The National Perspective

A shortage of affordable housing is not unique to New York City, or even large urban areas.  Across the country from rural hamlet to bustling metropolis, there is a growing shortage of low and middle-income housing. 

Consider some numbers from the U.S. Conference of Mayors:

· A record 5.4 million households pay more than 50 percent of their income for housing or live in substandard housing.

· An estimated 600,000 people are homeless in America on any given night.

· Demand for emergency shelter increased by 15 percent(the highest one-year increase on the 1990s.  

On a national level, housing advocacy groups are working to create a National Affordable Housing Trust Fund to serve as a continuing source of revenue for the production of new and preservation or rehabilitation of existing housing for low income people.  The initial goal is to produce, rehabilitate, and preserve 1,500,000 units of housing by 2010.  Funds to create the Trust would come from excess FHA and GinnieMae revenues, and may require additional appropriations.

The Trust would primarily finance rental units for low and extremely low-income people.  Unlike some programs that have time-limited subsidies, these units would be required to remain affordable for the life of the property.

Another national effort, The Coalition for Affordable Rental Housing, was launched in March 2001 at a conference of The Mortgage Bankers Association of America.  The goal: creating more affordable housing for America’s working families.  The Coalition has found that the construction of federally insured affordable rental housing has all but disappeared in several large cities.  The figures show that in New York City, Boston and San Francisco there were no new units of Federal Housing Administration (FHA)-insured multifamily housing produced in 2000. 

The Coalition is urging Congress to take steps to increase the production of federally insured affordable rental housing.  The Coalition is calling for an increase of 25 percent in the base amount for which FHA can insure multifamily housing so as to stimulate the production of new rental housing affordable to low- and moderate-income working families. 

Housing for moderate-income families is often overlooked by housing policy that focuses populations perceived to be more vulnerable such as the extremely low-income or elderly.  However, a June 2000 report, ”Housing America’s Working Families” by the Center for Housing Policy, finds that more than three million working families nationally have critical housing needs and a full 2.4 million of those families spend more than half their income on rent.  
APPENDIX B

The (Koch Administration) 10-Year Housing Plan

Faced with a chronically severe shortage of affordable housing, mounting homelessness, diminished federal assistance, and a growing accumulation of tax-foreclosed (in rem) housing, Mayor Edward I. Koch unveiled the capital budget plan in April 1986.  Previously, the City had relied almost exclusively on federal funds for the production and rehabilitation of low- and moderate-income housing:  Public Housing and Section 8 New Construction and Substantial Rehabilitation for new housing, and Community Development Block Grants (CDBG) and Section 8 Moderate Rehabilitation for renovation of occupied buildings.

New York City has long had an acute shortage of affordable housing.  In 1987, around the start of the 10-Year Plan, the Census Bureau’s Housing and Vacancy Survey found that the overall rental vacancy rate was 2.46 percent, and for units renting for less than $300, it was 0.96 percent – down from 1.78 percent in 1981.  It also showed that 47.5 percent of all renter households in New York City paid more than 30 percent of their income for rent, up from 45.6 percent in 1981; 32.9 percent paid at least 40 percent of their income for rent, up from 30.5 percent in 1991.

The issue became more urgent as homelessness seemed to spiral out of control and federal housing funds began to dry up.  Adding to the pressure to do something about the homeless in particular and housing in general were court actions and political pressure to provide permanent and appropriate housing for the homeless, instead of barracks-style shelters, welfare hotels and the basements of churches and synagogues.

While homeless and federal budgetary cutbacks affected many cities in the 1980s, New York was the only one to become a major landlord as a result of tax foreclosures.  In 1976, the City started foreclosing on properties that were one year in tax arrears; previously, it gave owners of tax-delinquent property a grace period of three years.  Intended to discourage landlords from abandoning their building, the policy instead triggered a surge of tax foreclosures.  The number of in rem buildings jumped from 2,500 in September 1976 to 9,500 in September 1978.  Whereas other cities almost always immediately sold or demolished tax-delinquent housing, New York chose to acquire and operate thousands of buildings.  By 1986, the City owned more than 53,000 units of occupied in rem housing, and an additional 49,000 vacant units.  Only the public housing authorities of New York, Puerto and Chicago had larger portfolios of low-income housing during this period.

The 10-Year Plan developed by the Koch Administration was not a single plan, but rather a shifting assemblage of individual programs, several of which had already been operating for years by 1986.  Individual programs have come and gone since the Plan’s inception, and virtually all programs have seen significant changes, including substantial increases in the extent of rehabilitation they support.

For example, the Tenant Interim Lease Program for limited-equity co-ops provided less than $3,000 per unit from 1978 to 1986, when it increased to $10,000 to $20,000 per unit, and then to around $50,000 per unit since 1995.  On average, New York’s capital commitments per housing unit increased from $8,400 in 1987 to more than $30,000 per unit in subsequent years.

The impact was enormous.  From 1986 through 1996, government-assisted housing starts accounted for nearly one in four building permits for new construction; in the Bronx and Brooklyn, these starts accounted for more than one-half of building permits for new construction.  The City’s investment accounted for 150,000 housing units, and about 40 percent of New York’s total net increase of housing units in the period between 1986 and 1996.

For the sake of the city’s neighborhoods, much of the City’s investment supported the gut rehabilitation of old and deteriorating existing buildings, rather than new construction.  Even if new construction had kept pace with demand for decent, affordable units, without the City’s intervention those existing buildings would have remained a major blight on neighborhoods. 

The programs grew and evolved in their targeting, as well, benefiting low-income, moderate-income and middle-income households in varying percentages, depending on the year and the program.
APPENDIX C

Housing and Families

More than 525,000 households at all income levels (one-quarter of all renters) now pay more than half their income for rent.  Since the national standard for affordability is a rent equal to 30 percent of monthly household income
, high New York City rents undermine the ability of many working households to meet their day-to-day financial obligations, thereby imposing enormous pressures on families to deal with the other necessities of life. 

For the City’s homeless, the situation is even grimmer.  This past winter, City shelters often housed more than 26,000 New Yorkers a night, including over 10,000 children, the largest shelter population since 1988.
  In addition, shelter stays for homeless families have doubled over the last decade, from an average of five months in 1990 to ten months in 2000.  (See chart 4)
For the city’s rapidly growing population of senior citizens, many of whom are aging-in-place, housing is at the top of their concerns for a variety of reasons, including the fear of losing their homes if rent costs escalate, having no place to go because of high prices in the market, and being unable to downsize for the same reason.  In fact, recent Census data suggests that seniors that might have retired to the Sunbelt are now either choosing or being forced to stay in their Frost Belt homes, thereby adding to the squeeze on availability of apartments and homes.
Housing and Education

The housing crisis undermines quality education in New York.  Decent, affordable housing is inextricably linked with success in the classroom.  The best efforts to improve the quality of education won’t matter if schoolchildren don’t have a place to sleep, or enough quiet space to do their homework, or a table to eat meals with their parents.  Children simply cannot fulfill their potential in school while living in overcrowded or substandard housing. This past winter saw as many as 10,000 children sleeping in shelters a night.

In March the New York Times chronicled the life of four young siblings bouncing around the City shelter system.  A social worker made this observation of Jamall, who at 11 is the oldest of his siblings.  "Last week, Jamall fell asleep several times during class and asked if he could sleep through recess….Jamall, who normally shows a tough exterior, has cried through our last two sessions as he described his nights in the shelter and his fears that his family would never have a home."  Jamall, his siblings and the thousands of children confronting homelessness are in jeopardy of having their young lives destroyed.

Almost equal in importance is the fact that many teachers cannot afford to live in New York City, making recruitment increasingly difficult.  While recognizing this challenge, the Board of Education’s response is modest, offering up to 50 apartments for out-of-town recruits, against its need for an estimated two million new teachers over the next decade.
 
Housing and Health

Substandard housing conditions are unequivocally linked to chronic health problems among New Yorkers, especially the epidemic in childhood asthma.  Homeless children in New York City have the highest rate for asthma of any child population in the United States.  Thirty-eight percent of homeless children in the City's shelter system are likely to have asthma, which is a six-fold greater asthma rate as compared to children nationally, and an asthma rate four times that for all New York City children.  Additionally, 61 percent of homeless children have not received the most basic protective measures against childhood illnesses, are 50 percent more likely to suffer from middle ear infections and are susceptible to nutritionally-based health problems that have lifelong implications.
  

Housing is also a cost-effective way of providing care for some of our most vulnerable populations.  Over $40,000 a year is spent on a mentally ill homeless person in New York, primarily on acute-care hospitals and homeless shelters.  For a little over $1,000 more a year, housing, with supportive services, could be provided for that person.
  For the elderly, nursing homes cost over $200 a night, while assisted living has a median cost of approximately $100 per night.  
Since 1989, the number of people living with AIDS who have received housing assistance has increased ten-fold, from 2,200 to 22,000.  
Housing and Safe Neighborhoods

Good housing is key to preserving neighborhoods.  When units fall into disrepair as they did in some areas of New York in the 70s, crime can take root and flourish and entire neighborhoods can be lost.  Keen observers cite the Koch Administration’s capital program for housing as contributing significantly to the drop in crime over the past decade – by refusing to allow abandonment to take hold, devising a host of strategies for transferring ownership, investing in gut rehabilitation, and stabilizing moth-balled buildings until something productive could be done with them.

Indeed, at the time, the 10-Year Plan was promoted as a way to recreate and transform neighborhoods, bringing them back to life.  This neighborhood revitalization hypothesis, while not the principal rationale for the Plan, proved to be significant for attesting to the success of the Plan.  Improved physical and housing market conditions appear to have been stimulated in many neighborhoods where the Plan focused investment.  In fact, the Plan may well have set the stage for the tremendous burst of private investment in Harlem and Bedford-Stuyvesant in recent years.
  Numerous examples abound in other parts of the city, as well.

Housing investments in New York also correlate strongly with reductions in vacant units and vacant lots, and with reductions in welfare rolls and violent crime in those neighborhoods.

APPENDIX D

Creating Homeownership Opportunities

Homeownership Programs

A cornerstone of the Housing First! plan is the creation of 30,000 new homeownership opportunities for working families. Public subsidies to encourage home ownership have been a central feature of the City’s housing program for nearly two decades. Home ownership is crucial for many obvious reasons; it significantly enhances the city’s community development objectives. 

The New York City Partnership’s New Homes Program and the Nehemiah Program of the Industrial Areas Foundation account for the majority of the new units, with both infill and large-scale development units.  The City’s primary subsidy comes in the form of site acquisition and assemblage, below-market land sales, and site and infrastructure improvements.  New York State adds a grant of $25,000 per unit from the State’s Affordable Housing Corporation.

The City’s current investment of $30,000 to $35,000 per unit, for a total of $47 million, should be raised to $115 million annually, which should be sufficient to boost annual production levels to approximately 3,300 units per year (potentially moderated by higher land costs, brownfield clean-ups, etc.)
Meeting Special Needs

Supportive Housing

On any given night, more than 26,000 men, women and children reside in the New York City shelter system, and thousands more sleep outdoors or on subway trains.  Over the past two decades – since homelessness first re-emerged as a challenge – one of the primary strategies has been providing on-site support services within permanent affordable housing.  Those services include case management, crisis and substance abuse counseling, limited medical care and job training.

The results have been enormously successful: properly housing people who often have cycled through shelters, prisons and hospitals, while dealing with their special needs, has resulted in 80 percent of formerly homeless people staying housed.  Indeed, as a result of the first investments in supportive housing more than a decade ago, the shelter census of homeless single adults fell by 35 percent between 1989 and 1994.

New York City’s inventory of supportive housing is approximately 15,000 units, much of which was developed through a mix of city and federal funds in a concerted effort to preserve or replace single-room occupancy (SRO) housing that had been reduced by over 100,000 units in the period between 1960 and 1990.  Approximately 5,000, or 40 percent of the supportive housing units, are targeted for homeless persons living with chronic and persistent mental illness.  However, an additional 8,500 units over five years are needed to address the identifiable need.

Developed and managed by nonprofit organizations, supportive housing is both sensible and cost-effective.  A recent study found that supportive housing for the mentally ill resulted in the following annual savings: $8,260 reduction in state psychiatric hospital costs, a $3,779 reduction in costs to city shelters, a $1,771 reduction in cists to the HHC and a $3,787 decrease in Medicaid costs.  Smaller savings were found in veterans’ hospitals ($595), the state prison system $418) and city jails ($328).

In a nutshell: housing the mentally ill in supportive housing is cost-effective.  Over $40,000 a year is spent on a mentally ill homeless person in New York, primarily on acute-care hospitals and homeless shelters.  For a little over $1,000 more a year, housing, with supportive services, could be provided for that person.

One significant gap has been permanent supportive housing for families.  The majority of homeless families leave the shelter system for permanent housing in NYCHA apartments, or with EARP Section 8 rental subsidies.  But approximately 20 percent of homeless families require supportive housing because one or both parents struggles with mental illness, AIDS, or other special needs.  Unfortunately, permanent supportive housing for families is virtually non-existent in New York.

Also non-existent is appropriate housing for homeless youth ages 18 to 24, especially those aging out of the foster-care system.  Recent estimates put this need as approximately 15,000.

16,000 units of supportive housing will substantially address the permanent housing needs of various homeless populations in New York:

· 9,500 units for homeless people with special needs;

· 3,000 units for homeless families;

· 1,000 units for homeless youth;

· 2,000 units of “low-service” supportive housing; and,

· 500 units of congregate care housing for persons unable to live independently in their own apartment.

An annual investment of $176 million in supportive housing would help create some 1,600 apartments annually.
Senior Housing/Assisted Living

An annual investment of $55 million in assisted living and housing for seniors would help create some 500 apartments annually.

Expanding the Multi-Family Housing Stock

 SEQ CHAPTER \h \r 1Multi-Family Rental and Cooperative Housing

Multi-family rental and cooperative housing is the backbone of the city’s housing stock, providing quality housing for working and middle income families near schools, services, public transportation, and shopping in dozens of neighborhoods in all parts of the city. 

Rental/maintenance income, however, must be set at levels that support the cost of good management, maintenance and operations. In the City’s programs established in the eighties, ten to thirty percent of the units were set aside for homeless families who were referred from the City’s shelter system.  Section 8 vouchers were provided for these families, and the other rents were set to cover operating costs and debt service.  Families paid 20 to 30 percent of income for rent.  For example, for two-bedroom apartments with rents at $700 a month, incomes would range from $28,000 to $42,000.  Higher or lower rents could permit higher or lower income ranges.

This flexibility is in marked contrast to the rigid limits in federal tax credit programs and some state programs.  For those programs, rents must cover operating costs and modest debt service, but incomes can be no higher than 60 percent of median.  A family of four would need to earn between $28,000 and $33,720 for two bedrooms with a rent of $700.  Because of the narrow band of eligibility, units have remained vacant , in some cases, despite large numbers of applications. 

Use of flexible capital subsidy from the city in conjunction with other subsidies will support the development of mixed income multi-family housing meeting the needs of wide-range of income levels, while at the same time ensuring that projects are financially viable over the long haul. 

An annual investment of $332 million in multi-family rental programs would help create some 3,500 rental and cooperative apartments annually.

New Housing Opportunities Program 

An annual investment of $55 million in subsidy targeted to production of some 1,100 apartments annually for moderate-income families built by private developers.

Housing Preservation Programs

In rem, third-party transfer and rehabilitation loan programs

Between 1960 and 1980 approximately 350,000 private housing units were lost to abandonment and arson in New York City, a tragedy with immense social and economic costs from which the city still has not recovered.  The human costs are immeasurable; on the economic side, at least $250 million in property tax revenue has been lost, $8 billion has been spent to rehabilitate, maintain and operate in rem properties, and $2 billion has been spent providing temporary housing for the homeless.

There is little doubt that public programs to assist and preserve low-income housing while keeping it in private ownership are cost-effective.  While the City has developed effective mechanisms for doing so, such programs have been chronically underfunded, even while remaining a more popular investment than direct spending on production or prevention.  The City’s two most effective rehabilitation loan programs – the Participation Loan Program (PLP) and the Article 8A Loan Program – are funded at levels enabling only 4,000 units annually to be assisted.

An annual investment of $210 million in preservation would help renovate some 8,000 to 10,000 apartments annually.

City-Owned Public Housing

An annual investment of $40 million in city-owned housing would help provide 1,500 apartments annually.

ENDNOTES

“As it enters the new millennium with restored can-do bravado… this thriving city is a great place to live – if only you could [afford to] live here.”





Bruce Lambert


writing in The New York Times, July, 2000





“A new mayor will also have to overcome Gotham’s infamous housing shortage and find places for workers to live.”





“Building the Opportunity City”, Steve Malanga, City Journal 


   Spring, 2001








“Rising population.  Falling housing production.  A widening affordable housing gap.  Reduced government housing assistance.  Persistent, and increasing, mass homelessness.” 





Housing a Growing City: New York’s Bust in Boom Times


Coalition for the Homeless





Steven Spinola, president of the Real Estate Board of New York:  “We celebrated when we passed the 10,000-unit mark [in 1999], but in truth we should be building 30,000 or 40,000.”





Rents are up, “real” income is down: between 1981 and 1999 median rents have increased at twice the rate of inflation, while median income has stagnated for 25 years and low-income families have actually lost ground in real terms.  From 1981 to 1999, median rents increased by 33 percent while median renter income increased by only 3 percent.  





The National Low Income Housing Coalition estimates a person needs to earn over $18.25 an hour working a 40 hour week to afford a two-bedroom unit at New York’s “Fair Market Price” – 354 percent more than the present minimum wage of $5.15 per hour.





“To foster real and lasting job growth, the next mayor will need to figure out where to house future new companies and their workers.”  





Steve Malanga, City Journal


Spring, 2001





Peter Derrick’s new history “Tunneling to the Future” argues that New York’s massive expansion one hundred years ago of its mass transit system (i.e., the subways) was, in fact, primarily promoted as a solution to the city’s severe housing crisis, thereby constructing the three-legged stool of urban infrastructure:  housing + rapid transit = economic development.





“There’s no question that the long-term success of the city and this region would be seriously hampered if the [housing] shortage is not relieved.”





Claude Shostal, President


Regional Plan Association
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