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Mitchell-Lama Reinvestment Program 
 

Background 

The Mitchell-Lama program was enacted under state law in 1955 as a way to promote and 
facilitate the construction of affordable housing throughout New York State. The goal of the 
program was the creation of affordable rental and cooperatively owned housing targeted for 
moderate and middle-income New Yorkers.  Over time many of the developments now serve a 
combination of low and moderate income residents. The program was a major force in urban 
renewal and facilitated the construction of over 140,000 units spanning more than 300 
developments, and required projects to remain affordable for a minimum of 20 years. The 
original incentives to encourage the private market to invest in the Mitchell-Lama program 
involved a system of real property tax breaks and low interest mortgages. Since 1989 more than 
19,600 units in New York City have opted out of the Mitchell-Lama program.  Many factors 
including the challenges associated with an aging housing stock, rising property values, and 
financial markets led these Mitchell-Lama projects to opt out of affordability.  

In 2004 HDC created its Mitchell-Lama preservation programs, the Mitchell-Lama Restructuring 
Program, and the Mitchell-Lama Repair Loan Program, to preserve the remaining Mitchell-Lama 
developments as affordable housing by refinancing their existing mortgages and funding critical 
capital needs. Since December 2004, HDC has successfully preserved over 70 Mitchell-Lama 
properties totaling approximately 39,000 units that were at risk of converting to market rate 
housing.  

As the regulatory agreements for these developments expire, the buildings are at risk of being 
lost to market. In order to encourage the City’s Mitchell-Lama housing stock to extend their 
regulatory agreements and not “opt-out” of affordability, HDC has created the Mitchell-Lama 
Reinvestment Program (MLRP) which allows developments to address some of their most 
pressing capital repairs while minimizing any negative financial burdens of restructuring their 
debt. The challenges facing the Mitchell-Lama portfolio have only magnified over time with both 
larger capital needs, and increased pressure to exit affordability. In response, HDC has continued 
to develop creative and competitive financing products and mortgage terms that provide strong 
incentives to secure the long-term preservation of the Mitchell-Lama portfolio as affordable 
housing.  
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Mitchell-Lama Restructuring Program 

HDC’s existing Mitchell-Lama Restructuring Program was recently updated with lower cost 
financing and subsidized fees to maintain affordability and fund critical capital repairs while 
keeping monthly debt service constant.  The revised program is now known as the Mitchell 
Lama Reinvestment Program. The MLRP Term Sheet (attached as Attachment “A”), as approved 
and/or amended by HDC’s Credit Committee, is consistent with HDC’s conservative underwriting 
standards and reflects the strong performance of the Mitchell-Lama portfolio, as well as HDC’s 
long history with the underlying properties, owners, management, and residents.  To facilitate 
the preservation of HDC’s existing investments in Mitchell-Lama, MLRP offers compelling 
incentives in exchange for an extension of Mitchell-Lama occupancy restrictions for at least 20 
years.   

MLRP is structured to leverage HDC’s existing low cost tax-exempt and taxable debt, and raise 
new funds through a combination of taxable bonds and Corporate Reserves.  Corporation staff 
anticipates the use of an amount not to exceed $100,000,000 in Corporate Reserves or other 
available funds of HDC to initially fund the Program.  The proposed programmatic lending 
authority is an essential component of the updates to the MLRP. It enables HDC to proactively 
seek out preservation opportunities, quickly address physical and financial distress within the 
portfolio, and compete with conventional loan products that would otherwise enable Mitchell-
Lama developments to exit the program.  It is anticipated that HDC’s use of unrestricted funds 
would be replenished through the issuance of new Mitchell-Lama Restructuring Bonds, which 
would require further authorization by the Members at a later date.  

For Mitchell-Lama developments with significant capital needs beyond what can be funded 
under MLRP, alternative financing executions and bonded loan programs may be considered to 
the extent that any new debt is supported by rent or maintenance increases.  HDC will continue 
to work with the City to leverage other public resources to mitigate any financial burden on 
residents.  It is anticipated that alternative executions would require extended affordability 
beyond 20 years. The financing of these projects would require further authorization by the 
Members at a later date.   

The concept of encouraging middle-class (aka – workforce) housing is not unique to New York 
and many of the techniques used under the Mitchell-Lama Reinvestment Program (MLRP) can 
be replicated across the country on many levels.  
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Although designed specifically to preserve Mitchell-Lama developments that fall under City 
supervision, New York State supervised Mitchell-Lamas are considered on a case-by-case basis. 
 
HDC closed the following two deals, comprising a total of 395 units of affordable housing in the 
first year of the program (2017):  
 
Strycker’s Bay is a 234-unit Mitchell-Lama cooperative located on the Upper West Side of 
Manhattan. Excluding one superintendent’s unit, all 233 cooperative units are affordable to 
households at or below 125% of AMI. The rehabilitation included work to the exterior facades 
and balconies, replacement of sidewalks, significant garage infrastructure repairs, new windows, 
the replacement of the electrical circuit breaker panels in each apartment, and the installation of 
a dual fuel, steam and hot water generating plant. As a condition of the new financing, Strycker’s 
Bay will remain affordable through 2052.  
 
Clayton Apartments is a 161-unit City-supervised Mitchell-Lama cooperative in the Harlem 
neighborhood of Manhattan. The rehabilitation work included façade, balcony, lobby, 
community room and garage repairs, roof replacement, and in-unit electrical upgrades. 
Excluding one superintendent’s unit, all 160 cooperative units are affordable to households at or 
below 125% of AMI. As a condition of the new financing, Clayton Apartments will remain 
affordable through 2047. 
 
Our closings under the MLRP program for the first six months of 2018 comprise an additional 
3,899 units of affordable housing with 3,000 to 4,000 more units anticipated to close from July 
2018 to June of 2019, for a total yield of 8,000 plus units of affordable housing preserved since 
inception. 
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