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TITLE:    




Resolution calling upon the New York State Legislature to pass, and the Governor to sign Assembly bills, A.795 and A.797, which may help preserve affordable, housing for low and middle income New Yorkers currently residing in Mitchell-Lama housing, as well as Assembly Bill A.352, which calls upon the Department of Housing and Urban Development to impose an additional review period for the sale of Starrett City due to a large displacement of residents, receiving Section 8 and other federal housing assistance.  


Today the Committee on State and Federal Legislation will meet to consider Res. No. 711, a resolution calling upon the State Legislature to pass, and the Governor to sign, three Assembly bills that would protect tenants in Mitchell-Lama projects when owners of those projects attempt to opt out of the Mitchell-Lama program.  This hearing will focus on the proposed State legislation and its potential impact on the approximately 14,000 residents of Brooklyn’s Starrett City, the owners of which are attempting to sell the project.

BACKGROUND AND ANALYSIS:

New York City may be facing a housing shortage for low and middle income New Yorkers. As owners of Mitchell-Lama buildings have the ability to opt out of participation in the Mitchell Lama progra m1, many buildings that were once affordable to low and middle income New Yorkers will no longer be, resulting in a displacement of many individuals and families. 


Spring Creek Towers better known as Starrett City, a 140 acre apartment complex on Jamaica Bay in Brooklyn, was designed in the late 1960s, to serve as the home of low income and middle income New Yorkers .2   After a failed attempt by a private developer to complete the rental project, Governor Rockefeller and Mayor Lindsay requested that the United Housing Foundation (UHF) take over the project . 3   The UHF, was affiliated with many of New York City’s major unions, and had recently built Coop City in the Bronx (another housing project built under the same theory).4  When the UHF could no longer afford to continue work on the apartment complex, the Starrett City Housing Corporation stepped in to build a Mitchell-Lama co-op project .5 

The Mitchell-Lama Program created in 1955, provided low interest, long-term loans to finance development costs of the residential projects, and granted developers real estate tax exemptions for developing moderate and middle-income housing.5  In exchange developers agreed to operate in accordance with guidelines that limited their profits by regulating the amount of rent that could be charged to a tenant based on the tenant’s annual income.7  In accordance with the Private Housing Finance Law,  Mitchell-Lama developments financed by a government subsidized loan made after May 1, 1959 are permitted to prepay the mortgage and opt out of the program after twenty years 8 Before doing so, a Mitchell-Lama developer must provide at least one year’s notice to its supervising agency (such as DHPD, DHCR, and/or HUD) and tenants .9
    Starrett City accepted its first group of tenants in the fall of 197410 Today, Starrett City is the largest federally subsidized complex in the country, comprising 46 towers, 5,881 apartments, 14,000 residents, two schools, churches, synagogues, a shopping center, post office, and power plant. 11  Many tenants in Starrett City pay between $200.00 and $400.00 monthly in rent for their apartments and the gross income of most families residing in Starrett City is between $20,000 and $40,000 a year . 12 

In addition to being a Mitchell-Lama, Starrett City and many of its tenants are recipients of federal housing subsidies, including Section 8 subsidies authorized under Section 8 of the United States Housing Act of 1937.13   It is our understanding that Starrett City consists of a number of buildings receiving project-based Section 8 assistance, in which the federal subsidy is attached to dwelling units in a residential building where income eligible families reside and such units remain affordable for the life of the Section 8 contract entered into between HUD and the owner of such residential building.14   In addition many tenants  receive tenant-based Section 8 rental assistance, a housing subsidy that is given to tenants in the form of vouchers, and that requires voucher recipients to find suitable housing within subsidy limits and a landlord who  accepts the vouchers.15

On December 6, 2006, the chairman of Starrett City Associates announced their intent to sell the Spring Creek Towers .16  This concerned many tenants, housing advocates, and state and city officials. A new owner would not be limited by the obligations imposed on the present owners. The new owners would have the ability to opt out of the Mitchell-Lama program .17  

On February 8, 2007, the concerns of many seemingly came to fruition with the announcement of a proposed sale of Starrett City for $1.3 billion to Clipper Equity L.L.C.18   This sale was only conditional, requiring approval of both the federal and state government.  The Department of Housing and Urban Development (HUD) must approve the new buyer in order to transfer certain subsidies . 19 New York State holds a $234 million interest-free mortgage and can approve or reject any new owner, but a buyer could withdraw the complex from a Mitchell-Lama program by paying the balance of the mortgage .20  Subsequently, both the federal and state government rejected the sale of Starrett City to Clipper Equity, LLC.  The main concern of both entities was the lack of assurance provided by the Clipper Equity, LLC., that Starrett City would remain affordable to low-income and middle-income New Yorkers.  

When a Mitchell-Lama developer pre-pays its mortgage and opts out of the program, buildings that were occupied prior to January 1, 1974, become subject to the New York City’s Rent Stabilization Law, while Mitchell Lama Buildings occupied after January 1, 1974 become market-rate housing. 21   Thus, because Starrett City was first occupied in the fall of 1974, any sale that results in the new owners opting out of the Mitchell-Lama program would mean that the almost 6000 apartments in the complex would become market rate housing.

Other Mitchell-Lama projects occupied before January 1, 1974 would be subject to rent stabilization laws upon their opt-out from the program.  However, State and City law contain provisions allowing Mitchell-Lama owners who become subject to rent stabilization after leaving the program to make an application to DHCR, in order to adjust rents based on “unique and peculiar” circumstances . 22  Unique and peculiar circumstances occur when the initial legal rent  results in a rent, which is substantially different from rents generally prevailing in the same area for substantially similar housing accommodations . 23  Thus, because of the upward trend in rents throughout the City, even Mitchell-Lamas that would be subject to rent stabilization upon leaving the program would likely attempt to take advantage of these provisions to greatly increase their initial rents.

PROPOSED STATE LEGISLATION TO ADDRESS LOSS OF MITCHELL-LAMAS 


Assembly Bill A. 797 seeks to amend the Private Housing Finance Law to increase notification requirements to tenants currently residing in Mitchell-Lama housing projects. The proposed bill requires that the owner of the building notify all leaseholder at least twelve months prior to the anticipated date of the buy out or sale of the Mitchell-Lama. The notice would contain the following information in plain language:  the nature of the action which the company intends to take, the date of which such action is anticipated to take place, the provision of law which authorize such action, and a summary of potential consequences of such action.  This summary may include, but is not limited to the ownership of the project, supervision of the project, expenses of the project including taxes and other municipal taxes and rents.  Bill A. 797 would also require the supervising agency of the Mitchell-Lama to prepare a report which would be accessible to all tenants which would provide demographic information of all tenants in the project, within three months of the notice.  


 Assembly bill A. 795, introduced by Assembly Member Lopez, would provide additional financial incentives for Mitchell-Lamas to remain in the program.  With approval of the supervising agency, Mitchell-Lama owners could make more than the current statutorily- prescribed profit.  Additionally, if Mitchell-Lamas such as Starrett City, which were occupied after January 1, 1974, opted out of the program, A. 795 would subject them to the City’s rent stabilization program.  Thus, Mitchell-Lamas occupied after January 1, 1974 that opt out of the program would be subject to rent stabilization in the same manner as Mitchell-Lamas occupied before such date.  A. 795 would provide that the starting regulated rents of the units in buildings such as Starrett City (occupied after January 1, 1974) for purposes of the rent stabilization requirements be the last rent authorized for the affected dwelling before the opt-out occurred. Bill A. 352 would ensure the same for the starting regulated rents of units in buildings occupied before January 1, 1974.  In addition, both A 795 and A 352 provide that such regulated rents would not be subject to the “unique and peculiar circumstances” provisions of section 26-513 of the Administrative Code of the City of New York.   Thus, once in rent stabilization, an owner of a former Mitchell-Lama would not be able to seek increases in the initial regulated rent based upon  “unique and peculiar circumstances” – i.e. that  surrounding rents for similar apartments in the area are higher.

RES. NO. 711 


Res. No. 711 would call upon the State Legislature to pass, and the Governor to sign, Assembly bills 352, 795 and 797, which would protect tenants in Mitchell-Lama projects when owners of those projects attempt to opt out of the Mitchell-Lama program.  The proposed Resolution highlights the proposed sale of Starrett City, a Mitchell-Lama Project housing approximately 14,000 low- and moderate-income Brooklyn residents.  Res. No. 711 notes the impact that the loss of Mitchell-Lama status, without the protections that would be afforded by the proposed State legislation, would have on these tenants, many of whom would be displaced from their homes.    



























































































