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Introduction

On December 12, 2017, the Committee on Housing and Buildings, chaired by Council Member Jumaane D. Williams will hold an oversight hearing entitled “Homeownership in NYC: Challenges and HPD’s Programs”. The Committee expects to receive testimony from representatives of the Department of Housing Preservation and Development (HPD), housing advocates, legal service providers, tenants’ associations, members of the real estate industry, and other interested members of the public.
Homeownership in New York City
According to a 2016 report on homeownership and opportunity published by the Furman Center,  less than one-third of New York City households owned a home in 2014, compared to the homeownership rate of the United States of two-thirds of households
 Homeownership rates vary throughout the city, with the homeownership rate in Staten Island (68%) far exceeding that of the Bronx (18%).
 The report also found that the real estate market in New York City is expensive, with only high-income households (households with an area median family income of 165% or 
greater) and above being able to afford to own a home.
 

HPD has several programs to encourage homeownership in New York City, which the Committee hopes to receive further information on throughout this hearing. 
Mitchell-Lama Homeownership Option
The Mitchell-Lama program offers developers low-interest mortgage loans and real property tax exemptions to develop rental and cooperative ownership housing.
 In exchange for such government assistance, the Mitchell-Lama program limits profits for owners and places income limits on households.
 For Mitchell-Lama developments that became cooperatives, the regulation focuses on the apartment’s purchase price and monthly maintenance costs.
  Through these subsidies and regulations, Mitchell-Lama properties are expected to be able to operate below market rate rent costs. 

The Mitchell-Lama program, however, allows property owners to exit the program.
 Owners of Mitchell-Lama developments have the right to withdraw from the Mitchell-Lama program  by prepaying the mortgage, or under a process commonly referred to as a “buy-out.”
  Developments aided by loans made after May 1, 1959 have the right to buy-out of the Mitchell-Lama Program after 20 years of occupancy.
 A “buy-out” occurs when an owner chooses to pay off the low-interest mortgage on the development.
 Following a buy-out, a development is no longer eligible for the Mitchell-Lama tax exemption, and the property is no longer subject to Mitchell-Lama’s limitation on rents and profits.
 If the project was aided by a loan made before May 1, 1959 then the owner’s right to buy-out does not arise until the building has been in the program for 35 years, and requires the consent of the supervising agency.

Shareholders in a co-op development are not protected. When the developments privatize, there is an opportunity for current owners to sell their units.
 However, if the owners do not want to sell, they must pay a higher maintenance fee and higher taxes, resulting in increased living expenses.
 Some owners can no longer afford to stay in their homes, and are forced to relocate.
 Additionally, in 2014, the New York Court of Appeals ruled that Mitchell-Lama co-op buildings may privatize without paying the New York City Real Property Transfer Tax, thus creating an additional incentive for Mitchell-Lama co-ops to buy-out.

  
According to Assistant Commissioner of Housing Supervision Julie Walpert, in February 2016, five Mitchell-Lama co-ops were considering buy-outs, and HDC and HPD were considering approaching developments with terms expiring in the subsequent five years to provide favorable interest terms and mortgages, allowing them to extend their terms.
 On October 16, 2017, Mayor de Blasio announced that this plan, the Mitchell-Lama Reinvestment Program, would provide $250 million to provide financing to 15,000 Mitchell-Lama units over the next eight years.

HPD Homeownership Programs
HPD currently operates several programs to promote homeownership in New York City, including the New Infill Homeownership Opportunities Program (NIHOP), the HomeFirst Down Payment Assistance Program, Open Door and HomeFix.
NIHOP is a subsidy program for developers, through which the City provides a subsidy of up to $70,000 per dwelling unit.
 Eligible projects are new construction of one- to three-family homes and up to approximately 14-unit condominiums or co-ops affordable to households earning up to 130% of AMI.

The HomeFirst Down Payment Assistance Program provides up to $25,000 to families with a household income at or below 80% AMI.
 Eligible homebuyers must be first-time homebuyers, complete a homebuyer education course, have savings to contribute to the down payment or closing costs, purchase within New York City, pass a Housing Quality Standards inspection and live in the home for at least 10 years.

Open Door is another first-time homebuyer program, which was announced in the City’s Housing New York 2.0. This program will finance the construction of co-ops and condos for households earning between 80% and 130% AMI, and will be marketed to first-time homebuyers who have participated in homeowner education training.
 The details on this are still limited, as the Housing New York 2.0 plan was released on November 15, 2017. As such, the Committee is interested in the progress of this program, and the plan for the release of any termsheets related to this program. Reports indicate that the program will create over 1,300 new homes, and can be built in conjunction with a community land trust.

Similarly, Housing New York 2.0 also announced the HomeFix program to “help low- and moderate-income homeowners in small, one-to-four family properties fund home repairs.”
 According to the plan, this program will also provide financial assistance. The Committee is also interested in additional details that HPD can provide about this program.  
Community Land Trusts

Community land trusts (CLTs) are another means of promoting homeownership. A CLT is a not-for-profit organization formed to own land and to maintain control and oversight of houses or rental buildings located on the land.  The CLT sells the buildings to qualified buyers but retains ownership of the land to preserve the long term affordability of its housing resources.
 
In July, HPD announced that the City applied for, and won, a grant through Enterprise’s new Community Land Trusts Capacity Building Initiative.
 According to HPD, this grant will provide funding to three CLTs to meet affordable housing development and neighborhood revitalization goals, including one to support affordable homeownership citywide, but primarily in southeast Queens, Edgemere, and central Brooklyn.

New York City Housing Partnership

Among the programs operated by HPD is the New Homes Program, which mixes “benefits from city and state sources to create affordable new construction of ownership housing.”
 Through this program, Brooklyn HPD works with New York State and the Housing Partnership Development Corporation (also known as the New York City Housing Partnership) to create condos, single-family townhomes and two- and three-family homes.
 Over the past 35 years, the Housing Partnership has created over 60,000 affordable housing units.

Committee Concerns

The Committee is interested in learning more about available programs that HPD provides, the status of Mitchell-Lama coops with plans to leave the program, relevant statistics about homeownership and any information HPD can provide regarding the status of homeownership in New York City. 
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