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PHILIP L. TOIA
Deputy Mayor

The City Of New York
Office Of The Mayor
New York, N.Y. 10007

November 17, 1978

The Financial Control Board
270 Broadway
New Yark, NY 10013

Gentlemen:

This submission refers for review and approval by the Financial
Control Board the proposal of the New York City Housing Development
Corporation to issue up to $165 million of Bonds, backed by an equal
amount of FHA-insured City Mitchell-Lama mortgages, in order to
generate proceeds in the City's Mitchell-Lama refinancing program.
Proceeds from refinancing are required to meet the City's 1979
cash flow needs.

The interest rate on the bonds, which will be tax-exempt, will
average 7-1/8%, which in all cases will be lower than the interest
rate on the underlying FHA-insured mortgages. The term of the bonds
will be 40 years, which will be equivalent to the term of the mort-
gages. The bonds will be purchased by a consortium of savings
institutions. '

The Control Board has previously approved two methods of
generating proceeds from the refinancing program. On January 7, 1977,
it approved the outright sale of 6 FHA-insured mortgages. On
July 27, 1977, the EFCB approved the sale of $300,000,000 in HDC Bonds
secured by an equal amount of FHA insured mortgages at an interest
rate of 6-1/2%. Both of the programs approved by the Board have been
accompiished.

The structure of the bonding program was set forth in a letter
dated July 18, 1977 by the Deputy Mayor for Finance. Except for
provisions relating to interest rates and the timing of fees, the
structure of the current proposal to issue bonds is similar to the
bond issuance approved by the Board on July 27, 1977. Under this
arrangement, the FHA-insured mortgages are not sold; instead they are
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held by HDC as security for the bonds. For each FHA-mortgage HDC issues
an individual series of Multi-family Housing Limited Obligation Bonds.
Each project's monthly mortgage payments to HDC are used to make monthly
debt service payments on the related series of bonds. Each series of
bonds is secured only by revenues attributable to the underlying FHA-
insured mortgage on that bond series and not by any other revenues of
HDC. The Multi-family Housing Limited Obligation Bonds are issued with-
out establishing a Capital Reserve Fund and bond holders have no call
upon any funds of the City or the State.

This submission summarizes the proposal for issuing additional
bonds and discusses its financial advantages to the City. And, to
permit the bond sales to begin, this submission requests approval of
the Financial Control Board of the following:

1. Issuance of bonds by the Housing Development Corporation
in an amount not to exceed $165 million, pursuant to
related agreements.

2. A contract between HDC and a banking institution, to be
designated, for trustee services as required by the bond
resolution.

Mitchell-Lama Refinancing Status

Reports were made to you on March 30, 1978 and April 171, 1978
on the progress of refinancing activity under the initial $300 million
bond program. On September 29, 1978, HDC fulfilled the purchase com~
mitment of $300 million by issuing the Tast bonds under this program.
The accomplishments of the refinancing program are indicated in the
table below.

# of M-L Mortgage FHA Net
Project Balance Mortgage Proceeds
Sold 6 $ 36.4 $ 21.1 $17.8
Bonded 58 529.2 299.9 226.2

Of the $244 million in net proceeds the City has reviewed
$216 million - $136 million in FY 1978 and $80 million to date in FY 1979.
HDC retains the remainder to meet the expenses of creating additional
FHA insured mortgages for future refinancing. See Chart I for a 1list
of the FHA insured mortgages which have been bonded or sold,

Projected Refinancing Activity

As of November 1, 1978, HDC had closed 10 FHA mortgages, amounting
60 $106 million, which are available for immediate use as security for
the issuance fo bonds. Mortgage closings are scheduled for another
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7 projects during November amounting to approximately $36 million.

In addition, there are 8 projects which have received FHA {nsuance
commitments totaling $64 million which may be refinanced by the end
of this calendar year. Thus, there is a pool of $206 million in FHA
insured mortgages available for additional refinancing, of which $106
million is already in hand. See Chart II for the Tist of mortgages
comprising this pool.

The City is requesting the Board's approval at this time of ad-
ditional bond issuances of only $165 milTion. This amount represents
the balance of HDC's uncommitted statutory bonding authority of $800
million. Proposed Tegislation has been submitted to the State Legislature
providing for an increase in authority to issue bonds. If this authority
is granted, the Board's approval will be required to continue the refinancing
program beyond the requested $165 million.

Summary of the Proposal

HDC has obtained purchase commitments of $101 million from a
consortium of 10 savings institutions for the proposed $165 million
bonding program. HDC's placement agent, First Pennco Securities, 1is
continuing its efforts to obtain buyers for the remaining $64 million.
The bonds will be structured in the same way as the previousiy approved
$300 million bond program, except in regard to interest rates, timing,
and purchasers' fees. The bonds will be issued at an average interest
rate of 7-1/8% with a .5% fee to the placement agent, and a 1% takedown
fee to the purchasers or a 1% discount on the bonds, at the purchasers’
option. The fees are paid at closing of the bond sales. The interest
rate on the first bond program was 6-1/2% and the purchasers' 1% fee
was paid in advance to secure the purchase commitment. The proposed
purchase agreement requires the issuance of bonds prior to December 1, 1978
but not before November 21st; the purchase commitment expires December 29, 1978.

The principal change in the second bond program is the interest
rate which will average 7-1/8% but may be as Tow as 7% or as high as 7-1/4%,
at HDC's discretion. The 6-1/2% rate is no Tonger acceptable in today's
credit market. Since the first bond closing in August, 1977, the Bond
Buyer 20 Bond Index has increased from 5.65% to 6.22%; the Federal Funds
Association auction rates for FHA mortgages have increased to 10.5% from
an August, 1977 rate of 8.75%. The 7-1/8% on the proposed second bonding
program appears advantageous in view of the current realities of the market.

The higher interest rates will have an impact on the amount of
interest arbitrage that the City can collect annually. Since the interest
rates on the bonds are lower than the rates on the underlying mortgages,
debt service payments from the mortgagors to HDC exceed the amounts which
HDC must pay in debt service to the bond holders. The earnings attribut-
able to this spread are remitted to the City by HDC after the deduction
of 1/4% for HDC's servicing expenses and payments to the trustee. An
Internal Revenue Service ruling 1imits the arbitrage to a maximum of 1.63%.
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Under the first bond program at 6-1/2% HDC collects arbitrage on
the market rate unsubsidized mortgages equal to .75%, since these
mortgages are underwritten at 7-1/4%. This arbitrage will be reduced
to .25% in the second bond program as bonds backed by these mortgages will
be issued at 7%. For the Federally subsidized Section 236 mortgages,
artitrage earnings will be reduced from the maximum of 1.63% under the
first bond program to 1.375% for bonds issued at 7-1/8% and to 1.25% for
bonds issued at 7-1/4%. The arbitrage reduction is limited for the
Section 236 mortgages because the mortgage interest rate will be in-
creased from 8-1/8%, required by the IRS arbitrage Timitation, under the
first bond program to 8.5%, the rate at which these mortgages were
originally underwritten by HUD, under the second bond program.

Financial Advantages to the City

The proposed second bond program at an average interest rate of
7-1/8% provides for the issuance of bonds at 7% backed by 7-1/4% market
rate mortgages, an equal amount of bonds at 7-1/4% backed by 8-1/2%
Section 236 mortgages, and the remainder at 7-1/8% for the remaining
Section 236 mortgages. Thus, the agreement provides enough arbitrage
to cover servicing costs on the market mortgages and will continue to
provide significant arbitrage on the subsidized projects. Of the total
of $206 million in mortgages on hand or potentially available, approx-
imately $45 miilion are market rate mortgages.

Moreover, the cash proceeds to the City from this bonding program
exceed by 20% on Section 236 mortgages and 32.5% on the market rate
mortgages amounts that might be obtained by outright sale of the
mortgages in the secondary mortgage market, the only readily available
alternative. This is becuase the 7-1/4% and 8-1/2% mortgages would have
to be discounted to yield 10-1/2%, the current market rate on FHA-insured
mortgages.

In addition, the proposed bond program provides for the immediate
refinancing of the bulk of the FHA mortgages currently held by HDC, and
the ability to issue additional bonds as mortgages are closed over the
next month. We believe that HDC tax exempt financing is still the most
appropriate vehicle for obtaining the maximum proceeds to the City.

Trustee

On October 27, 1978 HDC requested proposals from various financial
institutions for the position of trustee of the Second Resolution Bonds.
On November 3, 1978, four proposals were received by HDC for servicing
the total available pool of 25 mortgages. Initial acceptance fees range
from $15,000 to $62,500 and annual administration charges range from
$35,000 to $65,000. The Corporation is reviewing the capabilities of the
institutions submitting proposals and, upon selection of the trustee,
will submit a contract for approval pursuant to FCB contract review
procedures.



Status of City Approvals

The bond issue was approved by the HDC Board on October 10, 1978.
The City Comptroller must approve the private sale of bonds by HDC
as required by Article XII of the Private Housing Finance Law. This
approval is expected to be forthcoming shortly.

Request for FCB Approval

The City hereby requests FCB approval of the following:

1. The issuance of $165 miilion of Multi-family Housing Limited
Obligation Bonds pursuant to HDC's Second General Bond
Resolution and a Bond Purchase Agreement related to such
bonds.

2. A contract between HDC and a banking institution for trustee
services as required by the bond resolution.

The City certifies that the performance of the Bond Purchase
Agreement, the issuance and sale of bonds, and the performance of the
contract for bond holder's trustee will be accordance with the HDC
Financial Plan and the City Financial Plan, both as approved by the
Financial Control Board on November 9, 1978.

As the agreement with bond purchasers requires the issuance of
bonds prior to December 1, 1978, I would appreciate your earliest
attention to this mattar.

Very truly yours,

Philip L. Toia
Deputy Major for Finance

Attachments:

1. Memorandum of Understanding among the HDC and the purchasing banks.
2. Bond Purchase Agreement.
3. Second General Bond Resolution.



NEW YORK CITY -
HOUSING DEYFLOPMENT CORPORATION
MEMORANDUM

DaTeE:  September 27, 1978

To: o | John Bendér

From: Harold Kuplesky
SuBJECT: Proposed 190 Million Bond Issue

In July of 1977, the Emergency Financial Control Board approved our
proposal to issue up to $300 million of bonds to various New York City thrift
institutions secured by an equal amount of FHAw«insured City MitchellsLama

mortgages. The Corporation will complete that program on September 29,
1978.

Subsequent to February, 1977, the Corporation sold 6 insured mortgages
for $21 million and from August 11, 1977 to September 18, 1978 sold 217
million in bonds as part of the $300 million commitment (See Chart I attached),
A bond closing is scheduled for September 29, 1978, at which the additional
$83 mmillion in bonds (See Chart II attached) will be sold. To date the Corporaw
tion has paid $136 million to the City. With the upcoming September closing,
an additional $65 million would be transferred to the City. The gross proceeds
are reduced by costs of closing the mortgages and delivering the bonds and by
sums retained by the Corporation as working capital. However, the Corpora-
tion will scon be in a position to issue another $190 million in bonds backed
by the mortgages shown on Chart II attached. We therefore request your
approval of our plan as described below.

The new deal would have the same terms and conditions as the $300
million deal approved last year, with the following changes:

1. There will be additional purchasers and a new sharing arrangement.

. /2, There will be a new three~month time frame at new interest rates,
' e, g. October « 7%, November -~ 7-1/8%, Deccmber » 7-1/4%.

3. The purchasers will receive a take down fee of 1% of the principal
amount of honds payable at each bond closing. '



Merno to John Bender “Ze September 27, 1978

The higher interest rates reflect two factors. First, the 6-1/2%
rate used previously is no longer acceptable in today's tax exempt bond
market. In comparison to certain types of tax exempt housing bond deals,
even 7% would be considered low. Second, the forecast for the next 3
months is for a continued increase in inflation. In order to develop a
marketable deal which recoguizes this trend, we have had to graduate the
interest rates over the three month period.

We believe our plan to be in the City's best interests as most of the
projects would close in October as indicated on Chart IIf and would therefore
be bonded at the 7% interest rate. Additionally, most of the project mort-
gages are subsidized under Section 236 of the National Housing Act, which
have interest rates of 8-.1/2%. Given the maximum arbitrage of 1-1/2
points on HDC bonds, we can still generate maximurn proceeds to the City.
Previously, we had to decrease the interest rate on Section 236 subsidized
mortgages when we issued 6.1/2% bonds. We might note that new arbitrage
regulations effective September 1, 1978 may further limit the 1. 1/2% spread,
but this issue has still to be determlned.

HDC's placement agent, First Pennco Securities, Inc. has received
indications of interest from thrift institutions for most of the $190 million.
Therefore, this proposal can be implemented quickly without the need for
lengthy negotiations. This would mean that bonds can be issued and proceeds
conveyed to the City in excess of $100 million during the rponth of October.

In order to accomplish this expeditiously it is reque sted the Emergency
Financial Control Board approve the concept of the $190 million bond deal
as outlined above,

There is another matter invelving the refinancing program that will
also be submitted to E¥CB for approval. This involves an increase in fees
to HDC's legal consultant, the firm of Brownstein, Zeidman & Schomer.

The original contract stipulated a fee of $5000 per closing after the 35th FHA-
insured mortgage closing. HDC has approved an increase to $8, 000 per
closing for the 40th through the 60th closing and $6, 500 per closing after the
60th closing. This fee adjustment is in recognition that the Brownstein firm
has spent substantial time on matters outside the scope of the original agree~
ment, but extremely necessary to carrying out the refinancing program. We
believe that the success with the program, can, to a great extent, be attri-
buted to their efforts,

Adfeu

Exe cutive Dir eétor




Bonds Sold to September 18,

Chart I

August 11, 1977

Clinton Towers

Janel Towers

Heywood Towers
Univexrsity Riverview
Bay Towers

Boulevard Towers IL
Hudsonview Terrace
Couxt Plaza
Cooper—-Gramercy
Montefiore Sectiocn IX
Beekman Staff Residence
Westview Apartments

November 1, 1977

Kingsbridge Apts.

Albert Einstein Staff Housing
Bridgeview III

Fordham Towers

Forest Park Crescent
Columbus Manor

Robert Fulton Terrace

December 1, 1977

Seaview Towers

Glenn Gardens

Town House West

Middagh Street Studio Apts.
Tivoli Towers

$10,288,100
3,914,200
5,396,700
5,797,300
5,475,500
6,762,900
11,546,500
5,368,800
4,764,400
7,662,400
1,226,300
1,656,000

1,997,500
8,779,900
1,950,500
1,296,100
1,756,900
2,500,000
2,357,000

13,264,700
8,196,000
1,100,000
1,008,800
8,098,200

$69,859,100

$20,639,600

$31,667,700



March 31, 1978

Leader House
{elly Towers
Keilth Plaza
Stevenson Commons

August 1, 1978

Westwood House
Delos House
Candia House
Essex Terrace

New Amsterdam House

Bethune Towers

September 18, 1978

Cadman Towers
Allerville Arms
Progpect Towers
Boulevard Towers I

ruckner Towers
Carol Gardens
Noble Mansion
West Village

Phipps Plaza
Hamilton Houses
Tanya Towers
Highbridge House
Park Lane
Stevenson Towers

TOTAL

6,267,800
4,526,500
6,816,400
25,000,000

1,498,800
1,555,400
1,405,000
1,749,100

6,459,700

1,518,400

9,487,100
2,251,100
2,193,800
3,299,300
2,656,500
3,330,000
2,618,800

12,034,500

Total

Mortgages Sold

2,167,900
2,414,600
2,298,400
5,872,900
5,672,000
2,650,000

$21,075,000

$42,610,700

$14,186,400

$37,871,100

$216,834,600




Chart 11

Septermnber 29, 1978 Bond Closing

Schedule of Projects

East Midtown $17, 157,400

Columbus House 3,502,500
Riverbend 8,267,900
Brighton 1,477,000
Goddard 2,381,600
Jefferson 1,619,000
Trinity 2,540,500
St. Martin 2, 865,500
Dayton 14,871, 800
Kingsbridge Arms 769,700
Polyclinic 1,323,100
Corlear 972,100
Skyview 3,910,900
Colurmbus Park 1,467,900
West Side Manor 3,147, 200

Ruppert House

TOTAL

16,778, 000

$83, 052, 100

=




$190, 000, 000 Bond Deal
Schedule of Projects

Market Rate Status Mtg. Amt.
Stryker's Bay C 2.0 e
West.Side Manor G f 2 m— 301 AT A
Rosalie Manning 9/29 .9
Esplanade _ 10/16 14. 0
Woodstock 10717 2.0
Washington Sguare 10/17 2.0
Contello 1IL 10/18 1.1
Cadman North 10/18 1.4
Scott 10/19 2.3
RNA 10/19 1.6
30.4

Section 236 Subsidized
lincoln Amsterdam C 6.0
Confucius C 23.4
Riverside Park C 26.0
East River C 40,0
Crown Gardens 10/16 4,5
Clemente N/S 16. 6
MINS Plaza N/S 2.3
Arlington Terrace N/s 17.2 -
Atlantic Terminal 2C N/S 4.3 "
Atlantic Terminal 4A N/S 5.9
OUB House N/S 9.7
Tower West N/s 4.0

159, 9
TOTAL , 190. 3

Notes: :
The date in the status column is the scheduled mortgage clasing
date. N/S signifies not scheduled, but will occur in October and
November. C signifies closed.

Chart TII



«MOOD © INVESTORS SERVICE. INC./REVIEW REPC

Muni;:ip‘q'i Credit Report |

NEW YORK CITY HOUSING DEVELOPMENT CORPORATION, NEW YORK September 11,

Rating: Ba (revised from Con. (Baa 1))

Opinion: Recelpt of the most recent annual report of the Corporation and direct
contact with the Corporation allows review of the rating of General Housing Bonds.
Projects securing the bonds are essentially complete and occupied but the entlre
group of projects is not able to provide fully for 1ts mortgage requirements.

The projects have been adversely affected by rising operating costs, particularly
for utilities, and the Corporation has ipstituted certain payment deferrals and
other arrangements. Use of accumulated Corporation general reserve funds is
required to meet bond debt service requirements. The rating now asslgned to the
General Housing Bonds of the Corperation reflects the completed status of its
projects and the lack of a self-supporting mortgage portfollio over the long term.

Summary: The New York City tousing Development Corporation was formed in 1971 to
provide funds to make mortgage loans to 1imited-profit housing companies. Lack

of subetantial borrowlng capacity by the City of NWew York within its housing debt
1imit (2% of the five year average of assessed valuatlon) gave impetus to the
creation of the Corporation; the Corporation and its projects bear close relation-
ship to the Department of Preservation Housing and Development of the City of

New York. Bonds of the Corporetion, are deemed general obligations of the
Corporation for which its full Tlaith and credit arc pledged; they do not constitute
o debt of the Clty of New Yokr or the State of New York.

The Corporation Act provides that outstanding bonds and notes of the Corporation

way not aggregate more than $800 million. The present authorization includes

$500 miilion for Mitchell-Lama limited project housing companies, $200 million

for housing rehabilitation (not presently contemplated), and $100 million for other

programe, The currvent bonded indebtedness of the Corporation = totals $283,425,000,
for 1ts General Housing program: (limited-profit). Also outstanding, but

separately secured from the bonds, ave $37,703,000 Series VIII Housing Notes

for which short—term and long-term funding at this date is uncertain. Proceeds

of the bonds were used to make mortgage loans and the bonds are intended to be

repaid by amortization and interest payments on the mortgages. A capital

reserve fund is provided for and bears a deficiency make~-up arrangement with the

Ciiy of New York,

Moxtgagors: limited profit housing Pledged revenues: those created by or
companies oxisting under Regolution; pledge and
assignment of mortgages

Mortgageo: The Corporation
Sources of revenues: mortgage repayments,

Projecin: residentlal faciltities fees, Capltal Reserve Tund
Project overators: housing companles Securdty Instruments: Corporation
Resolution

IN PART IN ANY FORM OR MANNER WHATEVER.

Wi turnished by Mooriv s Investors Service. Inc. at your reguest under your subseription agreemenl for your exclusive use. The information furnished here pursu-
ant o your subseription agresment has been obiained from sources believed to be accurate and reliable but its accuracy or completeness is not guaranteed l’lPése
notify Moody s Investors Service, Inc prompily of any guestion about the accuracy of information. Issuers of municipal bondi's and rzln{(zs wh\\r,h arc rated by: Mou;iy s
Invesiors Service, Ing | have prior Lo receving the rating, eoreed to pay a fee to Moody's for the appraisal and rating services. The {ee ranges from $650 to $30.000

THIS REPORT MAY NOT BE REPRODUCED IN WHOLE OR

Moody's Investors Service. Inc./99 Church Street, New York. N.Y. 10007/ Tel.: (212) 267-3800



2 New York City Housing Development Corporation, New York

The Corporation: The New York City Housing Development Corporation was established
pursuant to Article X11I of the Private Housing Finance Taw as added by Chapter 551

of the Laws of 1971, sas amended. 'The Corporation is o corporate governmental agency

of the State of New York and constitubes a public benefit corporation. The Corporation
is principally a financing vehicle to provide mortgage loans and encourage private
investment for residential construction for families and persons of low income.
Creation of the Corporatlon was prompted by the lack of borrowing power on the parl

of the Cily of New York under its 2% housing debt limit.

Among the stated powers of the Corporation relating to housing programs are the
following:
(1)  to borrow money and issue bonds, notes and other obligations;
(2) to acquire, hold and dispose of personal property for its corporate purposes;
(3) to make mortgage loens, to particlpate with the City or with one or more
organizetions set forth in the Act in making mortgage loans end to undertake
comnitments to meke mortgage loans to housing compainies on the same terms and
in accordance with the Privete Housing Finance Law;
(L) todpledge all or any part of its revenues as security for debt service on bonds;
an
(5) to vary rentals charged by meortgagors so that necessary income is sufficient
for payments to ithe Corporation.

To provide for its purposes, under the Act the Corporation currently mey issue bonds
and netes in an aggregate at any one twime outstanding of $800 million. As part of this
$800 millicn, the Corporation mey have outstanding, to finance mortgage loans to owners
of existing buildings (rehabilitation) bLonds and notes in the aggregate of $200 million;
algc, ags part of the total authorization, there may be in the aggregate $100 million

outstanding for the purpose of making participatory loans with the City of New York or
nae or more authorized organizationsa.

The Corvporstion consists of the Commissioner of Housing Preservation and Development
of the City of New York {Chairman), the ¥inance Commissioner of the City and Director
ol Management snd Budgel of the City, all ex-officio, and two members appointed

by Lhe Mayor and two by the Governor of the State of New York. The Corporation

is under the directlton of an appointed Executive Director.

JoPebtr The Corporation has outsianding six series of General Housing Bonds
ibs General Resolubion. 'he most recent offering was a private placement of
Series (¢ bonds in early 1978. ALl bonds issued under the General Resclubion are
nodg will be equally secured by the pledges and covenants made in the Resolubion,
except as otherwise expressly provided or permitted in Lhe General Resolution. As
desperibed later, total annual debt service requirements on the six series of bonds
is generally level over the life of the issues at roundly $19 million.



New York City Hout g Development Corporation, New rk 3

Debt Stotement as of October 31, 1977a

Original Tinal Outstanding

Beries Interest Rate Amount Maturity Date 10/31/77 & later
General Housing
Bonds, 1972 Series A 3.75% to 6.50% $1.33,000,000 2022 $131,760,000
Genersl Housing
Bonds, 1072 Series B 3.50% to 7.00% 51,640,000 2022 50,680,000
General Housing
Jonds 1973 Series A 5.70% to 7.00% 62,800,000 2023 62,335,000
General Housing
Bonds, Series D T.50% (b) 16,255,000 2023 16,215,000
General Housing
Ronds, Series B 9,00% (b) 11,255,000 2022 11,235,000
General Housing
Bonds Series ¥ T.375% 10,200,000 2009 16,200,000
General Housing
Bonds, Series G T.375% 1,115,000 2009 1,115,000

Total Bonds $266,150,000 $283,425,000

n., 'The Corporation additlonally has outstanding $37,703,000 Series VIII Housing
Notes due September 14, 1978 at a rate of 9% which are separately gecured
from outstanding bonds. Such notes are held by four New York City Pension
Funds and have been rolled over since 1976G; notes were due in August 1978
and were extended to the above date. As of this date, the ghort-term funding
(potential roll-over) snd eventual long-term funding of the notes remains
uncertain. The notes are secured by the mortgages and interest subsidy
contracts on projects known as Knickerbocker Plaza and North Waterside.

There have also been issued $178,963,500 Multifamily Housing Limited
Obligation Bonds. Such honds are separately secured by isgued mortgages
originally made by the City of New York.

b. Bonds had  supplemental interest on the unpaid principal amount thereof
(while held by eny of the purchasers from the date of the issue, August
15, 1975, through August 15, 1978} at the rate of 2L% per annum on Series

n and 1% per annum on Series &, payable gemi-annually commencing May 1, 1976,

nond proceeds have been used to fund the Capital Reserve Fund at its requirement
(maximum annusl debt gservice on the Bonds }, for interest during the construction
periods, and to make mortgage loans to aqualified housing companies.

"he bonds are general obligations of the Corporation for which its full falth and
credit are pledgel. Bonds are also to secured by a pledge of mll revenues, funds

and sccounts establlshed by the Resolutions and by a pledge and assigmment of all
mortgages securing mortgage loans. Revenues shalll mean the fees and charges made or
received by the Corporation, and all or any part of the moneys received in payment

of mortgage loans. Pledged funds include the Capltal Reserve Fund. The bonds are

not a debt of the City of New York or the State of New York and neither shall be
liasble on the bonds.

Debt Security Provisions: The Bonds of the Corporation are issued under the Act and
secured by the General Housing Bond Resoclution and Series Resolutions of the Corporation.

The Resolution describe the bonds, establish certain funds, set forth allocation of
revenues and other provisions.




h New York: ‘ty Housing Deﬁelopment Corpora n, New York

Alloeation of Revenues: All revenues of the Corporation, including mortgage repay-
ments, fees and charges ete. shall be deposited in the Revenue Fund and allocated, on
a monthly basis, as follows:

(1) Operating Fupd-amounts budgeted to pay operating expenses, trustees, etec. fees,
and reimbursements required to the City;

(2) Debt Service Fund-Interest Payment Account--amounts to Increase amount on deposit so
that amount on deposit shall equal next succeeding interest payment when due;

(3) Debt Service Fund-Principal Payment Account--as above, so that amount on deposit
shall equal next principal installment when due;

(k) capital Reserve Fund--such amount, if any, required to increase the amount in the
Tund to its requirement; (Fund bears deficiency makeup arrangement with the City
of New York;

(5) General Reserve Fund--such amount, i1f any, as shall increase the amount in the
Fund to an smount not in excess of 2% of the principal amount of all bonds
outstanding; and,

(6} Debt Service Fund-Redemption Account--bhalance, if any, or remailning moneys.

Capltal Reserve Fund investment income is required to be transferred to the Revenue
Fund so long as the transfer will not reduce the Fund belowits requirement. Moneays
of the Capital Reserve Fund, other than income or interest earned, and in excess of
the requirement shall be transferred; (1) to the General Reserve Fund; (2) to the
Revenue Fund for payment to the City of any City or State moneys paid to restore
the Capital Reserve Fund; (3) to the Debt Service Fund for credit to the Redemption

Account for purchase or redemption of bonds; and, (4) any remalning moneys to the
Revenue Fund.

Moneys in the General Reserve Fund are, in general, to be used for transfer to various
funds in the event moneys in the Revenue Fund are not available; avallable moneys
after such transfers are to be transferred to the Redemption Account, the Capital
Reserve Fund to permit the issuance of bonds, and for corporate purposes other

than City repayments. Remaining amounts above 2% of bonds outstanding may be used
for repayment to the City or amounts used to restore the Capltal Reserve Fund.

Issuance of Additional Bonds: The Corporation may issue additionsel bonds, if, among
other things: (1) there is no deficiency in the amounts required to be paid into
the Debt Service Fund and the Capital Reserve Fund; {2) upon lssuance of the addition-
al. bonds the Capital Reserve Fund (including amounts deposited therein) shall be not
less than 1ts requirement; and (3) the Corporation shall have established schedules of
mecbgngorts puyments which shall, with other available moneys, provide for the principal
apd interest ca the additional bonds. '

vlodge of devenues: The Corporatilon has pledged to the payment of principsl,
rwﬁ%ﬁﬁﬁigamﬁrice and interest on the bonds, the revenues and all funds and accountis
wgtablished by the Resolution, including the investments thereof and the proceeds
of such investments.

Other Provisions: Among the other provisions and covenants contained in the
esolutions are the following:

(1) The Corporation will duly and punctually pay or cause to be paid the prineipal
or redemption price, if any, and interest on the bonds when due;

(2) mortgages constitute and create a first mortgage lien on the real property of
ihe project with respect to which the mortgage loan secured thereby 1s made;

(3) to secure the bonds, the Corporation has pledged and assigned for the benefit
of bondholders all mortgages sacuring mortgage loens for all or any part of
vhich bonds have been issued:
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“(h) should mortgagor rental snd other income not be sufticient to make necessary
payments, the Corporation shall cause the mortgagor t0 make application to
vary such rentel rates, and upon fallure, the Corporationshall institute
appropriate proceedings as may be authorized by law to vary such rental rates;

(5) there are enumerated events of default, including: failure to pay principal or.
interest continuing for 30 days;‘default in the Corporation's compliance with
the provisions of the Act relating to the meintenance of the required anount
jn the Capitel Reserve Fund, or failure by the State Comptroller to make re-
quired payment and such failure shall continue for a period of 30 days after
the date.. upon which the first moneys become available; and default in the per-
formance of any other covenant or condition in the Resolutions or Bonds, if
such default continued for 90 days after notice by the holders of 5% of bonds
outstanding.

(6) there are enumerated remedies in the event of default;

(7) the Corporation shall keep proper books and records, including the filing of an
annual report with the Trustee, the Mayor, Comptroller of the City, Director of
Management and Budget of the City; and,

{8) various covensnts regarding enforcement and foreclosure of mortgages.

Capital Reserve Fund: As noted above, the Capital Reserve Fund bhears & deficiency
make-up management with the City of New York that is somewhat different than thai
norpally sssociated with this type of obligation, In the event Corporation funds in the
Debt Service Fund are not sufficlent, the Corporation is to use amounts in the Capital
Resevrve Fund to meet requirements. Should the Cépital Reserve Fund be drawn upon, the
Act requires the Chairman of the Corporation to certify to the Mayor and Director of
Manarement and Budget of the City, the amount required torestore the Capital Regerve Fund to 1ts
requivement. Such amount must £irst be appropriated for such purpose {(within tax rate
1imit) or be made available from the proceeds of notes oxr bonds of the City (within its
dobt Limit). ALl smounts paid to the Corporation by the City constitute non-interest
hearing loans by the City to the Corporation and sublect, subordinate and Junlior to
the rights of the Corporation's bondholders and note-holders, shall be repaid to the City.

¥£ the City is unable or falls to pay over to the Corporation the required smount, the
Corporation Chalrmen is required to certify to the State Comptroller the amount unpseid.
The amount required is to be paid over to the Corporation from the first moneys avail-
able for the next succeeding payments of per caplta State aid due to the City from the
Shata or such other aid or assistance payable by the State to the City and not other-
wine allocated as shall supersede or supplement per capite aid. Per capite aid to the
ity 1s subject Yo Legislative appropristion. Above payments to the City are subject
%o a prlor pledge uwnder provision of the City University Construction Fund Act provid-
ing for payments under certain conditions to the City University Construction Fund for
the purpose of paying rentals to the Dormitory of the State of New York,

Housing Program: The Housing Devel opment Corporation's stated purpose of encourasing
the investment of private capital and providing safe and ganitary dwelling unlts
within the financial reach of famlllies and persons of low income involves close
iiason with the lousing and Development Administration of the Clty of New York.
Projects of the Corporatlon were initiated by the City but with permanent financing
provided by HDC so as to relleve the City's housing debt limit.

Under the Act, the Corporation may make mortgage loans, to participate Iin making
mortgage loans with the City of New York or one or more organizations as provided in
the Limlted Profit Housing Companies Law (Mitchell-Lama Law). Projects are super-
vised by the Department of Housing Preservation and Davelopment; as noted above
however, HDC has rent: override power.
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The proceeds of the Corporation's six bond offering have been used te provide
funds to meke mortgage loans to limited profit housing companies te finance six
separate projects containing some 5,800 dwelling units; the total mortgage loan
commitment for all these projects of roundly $268,000,000 has now been met.

The mortgage loans are for periods not to exceed 50 years and the formaetion of
the limited-profit housing company for each projlect was approved by the
Commissioner of the Department of Housing Preaservation and Development (formerly
known ag Administrator of the Housing and Development Administration of the City
of New York) and the State Commissioner of Housing and Communlty Renewnl. The
linlited-profit housing compsnies are sublect to varlous superviscry and regulatory
powers of the City and the State Commissioner. As indicated below, several
corporation financed projects bear Federal Section 236 interest reduction subsidies.

Project Status-September, 1978

Project Type Occupanc

Iinden Plawza Housing Co., Inc. Sect. 236 98%

Ocean Park Housing Co., Inc. Sect. 236 100

Ruppert Towers Housing Co., Tnc.2 Market rents 99

Washington Plazs Towers, Inc. Sect- 236 99

Waterside Housing Co., Inc. Market rents g8

Yorkville Towers Hsg. Co., Inc.® Market rents 99

Carlton Gardens Hsg- Co., Inc. Market rents 88% with additional 10%

under lease
8. Merged project now known as Yorkville Towers Housing Co., Inc..

Additionally, the Corporation has mede mortgage loan advances to the two projects
which presently secure the oubtstanding $37,703,000 Ser. VITI Notes. The projectn
are designated North Waterside Redevelopment Co. which Is Sectlon 236 assisted
and the second is deslgnated Knickerbocker Plaza Houslng Co., Ine.; it is elmso
HSection 236 assisted.

All of the projects securing the General Houszing Bonds are not yet fully self-
sustaining and are not expected to be so for a few years. Initial rent increases
have been required in all the projects and "workout" arrangements were subse-
quently required for several developments. Through the use of Corporation moneys
available in its General Reserve Fund, operating and mortgage debt service
subsidies have been provided for at least three of the projects and in certain
cases interest payments or debt service payments from the projects have been
deferred until 1980 when deferred payments are +then to begin and be repaid over
a ten year period at stipulated interest rates., Additionally, some of the
projects have required increased equity contributions. Corporation officials
have described such arrangements as in the best interests of the prolects and
+the debt security. Utility costs in particular have necessiteted sharp rental
increases and in one project resulted in & rent strike and finally a deferral
arrangement.

Corporation Financisl Operations: Operating stotements of the Houslng Development
Corporation for its General Housing Progrem reflect the essentially completed
atatus of the projects and glgnificantly the still substontlal General Resevve
TMand balances which remain and have already been utilized for various purposer

as mentioned earlier. The Genral Reserve Fund is nol Lo exceed 2§ of ocutustanding
bonds and is to be available for any corporate purpose. At October 31, 1977

the Genersl Resgerve available for future expenses totaled $h,897,251, up from
$4,384,666 at the close of the previous year. As indicated, the Corporatlon

heg utilized such funds tc meet operating deficits and slso Lo meet supplemental
coupon reguirements on Series D and Serles £ Bonds.
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The ability of the Corporation %o meet i1ts bond debt service reguirements (without
recourse to internal funds)} rests on the ability of the mortgagors to meet required
mortgage payments from Federal assistance payments and/or from tenant rentals.

As has been mentioned, periodic adjustment of tenant rentel levels are required
and at times have been met with resistance. Additionally, the Corporation is to
derive income from certain fees and charges on the mortgagors. In all cases

there is the obvicus need for the prelects to be fully completed and maintained

at necessary occupancy levels. While all prolects are now essentially complete
and occupied, their self-sustaining revenue generating copability is still to be
fully demonstrated. Credit Judgments for the General Housing Bonds must therefore
take account of the portfolio's dependence upon support by the Corporation.
Implementation of any future rent increases and the timing for complete self-
support remains uncertain.

General Housing Program Belance Sheet ($ in 000)

October 31
Assets: 1977 EQIQ
Mortgage loans $299,817 $291,102
Receivable from mortgagors for:
Mortgagor billings 1,072 Luy8
Reimbursement of expenses 116 56
Deferred mortgage billings 1,415 700
Cash and investments held for designated purposes
Project Mortgege Loan Accounts 7,179 17,206
Capital Reserve ¥Fund 20,320 20,036
Debt Service Funds 1,010 1,31k
Amount segregated for November lst debt service 9,527 9,549
Cash and investments held for operations 5,347 5,409
Receivable from Multifamily Housing Program 125
Office equipment at cost, less allowance for depreciation
of $5,946 (1977) and $22,030 (1976) 10 16
$3L6,251 $345, 8L
Liabilities:
General Housing Bonds $282,h25 $283,505
Housing Notes 37,703 37,703
Accrued interest payable on bonds and notes G,988 10,019
Deferred revenue-mortgage loans 1,415 TOO
Accounts payable and accrued expenses 1,031 603
Received in advance from mortgagors 5h5 573
Fund balances
Regtricted:
Capital reserves Tafey 1,223
Mortgage loans 5,505 6,111
T,293 7,500
General Reserve:
Available for future expenses h,8o7 b, 384
Represented by mortgage loan 6oL
Held for mortgage loan commitment 255 950
$._ 5,847 __Jig%%_
$346,251 $345,8
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Genersl Housing Program Sources aud Uses of Cash ($ in 000}
Year Fnded October 31

1977 1276

sources:
Proceeds Trom sale of housing notes, including premium $ 37,703 $ 37,703
Proceeds from sale of bonds, inel. acecrued int. purchased 10,576
Proceeds from investments:

Cost to the Corporation 548,154 9k2,690

Earnings _ 2,768 2,873
Received from mortgagors:

Interest 20,462 21,515

Principel 818 g17
FFees and charges 675 95k

Total sources 10,582  $1,017,130
Uses:
Mortgage loans 9,590 6,933
Retirement of housing notes 37,703 37,703
Interest on housing notes 3,393 3,770
Interest on principal payments on bonds 10,113 10,234
Amounts segregated for Nov. lst debt service g,527 9,549
Purchase of investments 538,208 945,906
Distri. of earnings on invests. to mortgagors 1,445 2,114
Distri. of ground rent escrow account 57 20k
Opersting expenses U6 679

Total uses 610,486 1,017,096

Excess of sources 95 34
Cash balauces at the beginning of year 183 149

Cash balance at the end of year $ 278§ 183
Cash balances wetre:

Held for designated purposes $ 162§ 1T

Held for operations 116 165

| $ 278§ 183

R WK
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THE ASSEMBLY
STATE OF NEW YORK
ALBANY

JERROLD NADLER
Assembly 69th District

3

Reply to

[C]  Room 430
Legislative Office Building
Albany, New York 12248
(518) 472-2150
DISTRICT OFFICE

Reply to

720 Columbus Avenue

New York, N.Y. 10026
{212} 850-1500 AuguSt 23 ! 1978

John Bove

Office of the Governor
State Capitol

Albany, New York 12248

Dear John:

As I promised in my conversation with Judy Frangos on
Wednesday, August 23, I am sending to you herewith a

copy of the Governor's original Mitchell-Lama bill,with
suggested language changes to reflect the basic change

in orientation from a tenant subsidy to a project subsidy
bill, as well as a couple of minor additions. As noted
in our conversation, I feel we would be much better off
if those parts of the bill which were previously negotiated
and agreed upon were not changed at all, except. insofar
as necessary to conform with the basic change from a
tenant subsidy to a project subsidy concept.

I hope you enjoy any vacation you may have a chance to

take in this hectic time, and that we can all discuss this
entire matter together after Labor Day, so that we are
prepared prior to the post-primary session of the Legislature.

Best regards.

Singerely,

Jerrold Nadler
Member of Assembly

JN/am
Enclosures
cC1
Judy Frangos
Dave Sweet



August 18, 9 78

From the desk of
DAVID J. SWEET

To Jerry

The attached repre-
sents my revision of the
Governor's original Bill,

It was only returned
to me by Bill Drafting
today so that I have not
yet had a chance to be sur:
that all of the changes
were properly made.

DJS



' INASSEMBLY
R June 221978 o

i C

'\
PR RS
.

Introduced by COMMITTEE ON RULES—(at the request of Lehner, Abram-
son, Dearie, Fink, Friedman, Koppell, Nadler, Sanders)—(at the request of
the Governor)—read once and referred. to the Committee on Housing

AN ACT to émand the ﬁfi\)ate housing finance law, the New York state urban

RIS \\__&‘ggyglqﬂmﬂlimcorpor?ﬂon act/the New York state project finance agency act
[ S-andthe real-proparty taxJaw: in relation to authorizing payments to be made

by the New York state housing finance agency to or on behalf of limited-
profit housing companies, establishment of a project assistance payment

- fund and the manner in which rentai ratss to be charged residents in projects

. of such companies shall be varied -,
_ The People of the State ¢
enacl as follows: e

Section 1. Legislative findings; purpose. The legislature hereby finds that
the costs of goods, services and financing for low rent housing developed
ptirsuant to the limited-profit housing . companies law have increased
dramatically during recent years. These increased costs have exceeded increases
in the incomes of those persons :and families for whom such housing.
accommodations were intended. As a result, the ability of such companies to
continue to provide accommodations at rental rates which are suificient to
‘enable, them to meet their obligations, which are within the ability of the
existing residents to afford without creating undue hardships, and which are
qufficient to assure that excessive vacancies do not occur and that vacancies that

f New York, represertied in Senate and Assembly, do --

_do oceur can be filled, Has been severely threatened. A significant number of

projects are experiencing financial difficulties and are failing or are threatened
with the inability to meet their financial obligations. These factors jeopardize
the purposes of the limited-profit housing companies law and undermine the
.ability of the sfate and its municipalities and public benefit corporations to
continue to provide for the housing needs of those intended to be served by that
program. T S o e

The legislatire further finds that the financiel difficulties experienced by .

these projects has and will continue to adversely affect the financial soundness

of the public agencies and instrumentalities which have finapced the

_ development of these projects. The financial problems experienced by the New -

KX PLANATION—Matter in dlalics i now; matter In brackets £] 4 old Law 1o be omitted.

\
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' ’ 1 York state urban development corporation ‘yﬁs/ caused in part by the inability _

2 to secure sufficient revenues from its projects to meet its obligations. Similarly,

3 the ability of the New York state housing finance agency to issue obligations  §
1f the difficulties being

= 4 relating to its existing projects has- been_reduced.
i ese and other

§i] experienced by these projects o financial impact on ¥
6 financing agencies will be exacerbated and will jeopardize the ghility of the state

ivisions and public corporations to obtain credit.

9 undertaken pursuant to the limited-profit housin
10 the financial condition of these projects il-provide-aid-to—
. 11fhose residents-W ik emts-mcem%oenablmw -
12 We&t—iﬁ‘ﬁbﬁ@t' i : 7 het-vECanCies s
: 1W;-an ,provide a procedure for the variation of rental rates which will

- 14 assure that precipitous and destructively high rent increases will not occur. It is
at the public purposgs of the limited- .

-+
s ' 15 the further purpose of this act to assure th
: anies law can be achieved, maintained, and furthered by

16 profit housing comp
ggsistance necessary' to continue 10 make housing
d families for

‘ _/;'__,%Eﬂi,din
2 accommodation available to and affordable by those persons an
ote the financial integrity

Ty 19 which they were intended, and to safeguard and prom

g \ LJ} ) 20_of+thre-s8 ‘g‘hous'mg financing agencies by assuring that the projects financed -
: o 31 by them,have 8 source of revenue sufficient %0 onable them to meet their
| o o ligatlonsmudrﬁ‘g‘envﬂ/ ' ‘

23 g 2 The private housing finance law is hereby amended by adding a new ..

24 gection thirty-six-b to read as follows:
25 2 g . f Tsislance .paymemis
‘ 26 jerms shall have the following meanings: ) .
28 ) Mgency.” The ‘New York state housing finance ogency created pur
_ article three of thi3 chapter. , ’
' 29 (b)) “B ic contribution.” The portion of the sustaining rent nol alloc
30 payment of" he principal of end interest on the indebtedness of g/ company, .
31 cymulative a unpaid dividends on stock of the company, and ¢

unpaid distributions to parinersof & partnership in which the compaeny 18 @ pariner.
1" A-tenant in a project who occupied @ dwelling in such

~ (c) “Eligible tenan
it day of January, nineteen hundred e hify-one (i) whose gross

4 praject prior lo the fi
deductions for medical expenses and personal and
ting the New York stale-

. 30 gependent exemplions ¢ imed for lhe purposes of comgu
iabiliy whoge tnepfme i8 included in determining

\\\
‘_ ™ & I personal income ;
L ». 38 4rosy income does nol excedd seventeen thonsangd” two hundred dollars and, with

income lesk an amoun qual to the

9 respect {0 tenants initially occupyrty a dwell it project aﬂer-December
{40 ppelfth, nineteen hundred sevendy-eight, is n6t less than three times the sustaining
(i) who woulhbe reqliived to pay more than twenty-five percent
g rent for the dwelling, and (itt) whp isnota

¢ from the federal

S\\ 41 pony for the dwelling,

R
~\ 42 of his gross income to meet the sustai®
’ \ 43 Lociptent of any form of rent supplemeatation of rent assisianc
{.\‘ \ government and 18 not a party o @ subleasswt
. 45 four-a of this chapter. + .7 ' o o
. \\3\ 46 7 ¢g) *Gross income.” The income from whdtever source derived, including but not
s Nl AT fimited to gocial security payments and relireme benefils whether or not includible

. &,\ . 48 i delermining gross income Jor the purpose of compuling ‘New York slate personal

income tax liabtlity, of the tenant and all members the family of @ tenant who

0 e with the tenant and all others residing with the Bagnt.
52 (e) “Mafimum -collectible rent” The greatest of (i) tu}nly?five percent of the
‘o contribulion Jor @ dwelling in @

ome of an eligible tenonl, (ii) the basic
; in._continuous

_ 53 gross i
. 54 project, or (iit) in the case of an eligible tenant who has been .
: T occit a dwelling since December thirty-first, nineteen hundred sevendy-eight,

5 / /- ..

]

]

i

1

7 and its subd . ]
8 It is the purpose of this act to authorize assistance 10 be provided to projects y>_, - - a

g companies lawto stabilize _% 3
A3

this section the ollowt ' ‘

suani’'to -

th the agency pursuant to section forly- -
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.y the inability Q
ons. Similarly,

sue obligations

ficulties beingo ,"';;2 ;

Tiese and other
lity of the'state 1 -

ided to projects 3.
lawAto stabuize -%

 rates which will ™ - *

11 not oceur. Itis. -
os Of the limited-
ind furthered by -
 yhiehz housing

s and families for
rinancial integrity
‘projects { inanced

L <
;y?foeenatﬂe*she-& %

em to meet their .

by adding a new

rmp 3 a P A
1 4 dwelling tn SuCh. -
{y-one (1) whose gross
3 and personct an

gsthe New York _safzte_\
cluded in delermimang
red dollars and, with
project after-Dece‘m{Jer
e limes the sustaintng
han tweniy- il‘{e ;r?grce’nl

, @ .
ilrmce’ from the federal

rsuant lo section forly-

orived, including but not
whether or not mc?udtble
New York state personal

family of @ tenant who :

ant. _ :
winly-five percent of the
ion for. g dwelling in @
has been in continuous

110 this article. " L o e e
- .11 2. Eucépt as otherWise provided in this section and constsfén! with gection fifty- ... +

15 exceed in any year the o
" 17 section are in effect and the Xum of the mazximuyt collectible rent which may be
2 18 charged such teriants while such certificates are 7

'_: 19 such payments shall be computeargnnually byj thefommissioner and may be adjusted .**
" 20 from lime lo time upon the issufnce of adds

. 23 priorto January first, niineteen hunaxed ‘sghenty-eight had obtained a mbrtgage loan

" . 26 _article, the agency pursuant {o section Joxly-four of this chapter, the New York cily -

nd(iii)w}wwnota L

P

sen hundred sevénty-eight, - -

afgiss 0 8
1 X rent charged on such date forsuch dwelling or the dwelling sought to be oftmpeed
27 pludghe amount of the sustaining rent which 1s allocable to the payment of Yoard and

8 such \gther services as may be provided as an tncident lo occupangy of non- -

.4 housekdsping arcommodutions, aged care accommodations, or non-flousekeeping

. b -aecommodgtions for handicapped persons. The maximum collectible rént shallbethe * - "= 1
8 -mazimum Xen! that may-be charged an eligible tenunt so long s funfis are available - o el

- 7 -lo the agencyNherefor. . L, ST A
. 8. (f) “Sustainiqg rent.” The mazimum rent permilted by law to b charged a tenant LT
-9 as delermined puNuant o paragraph (a) of subdivision one of sfction thirty-oneof - A

12 nine-a of this chapter,Nhe agency, within the amount availgble therefor, may make .
13" payments to a company Oy the morigagee of a company dn §

-14 whom a certificate has bégn issued pursuant to this se
the d¥ference between the sum
“dwellings occupied by eligiblx tenants for which certificales issued pursudnt lo this - " "

effect, The mazimum amount of . . -

adjustmerit of the sustaining rent X mazxim

. 24 from or entered into a loan contract wXh fhe state pf New York pursuant lo section i
. 25 twenty-two of this article, a municipagfy pursuant lo. seclion twenty-three of this

* 97 “houstng development corporation puysua, to section siz hundred fifty-four of this' .
28 chapler or the New York slate urbdn develgpment corporation pursuant lo section IR
29 five of the New York state urbay developmynt corparation act, all or.part of the .. (
30 principal of Wwhich mertgagé loanfbr the princigalof a mortgage loan’ made pursuanf - .
31 “to section twenty-three-a or forlf-four-b of this\chapter is outstanding on January .., .
32 first, nineteen hundred seventy-nine, and (i) uNth respect lo periods durtng which "5 .
33 such mortgage loan is outsighding. - B I S
34 . 8 No payments shall befmade pursuant to thid section on behalf of an eligible s

35 lenant who initially occupfies a dwelling in a project of o company on or after ... .

36 January firsl, nineteen hfindred seventy-nine unless %e company has entered inloa
87 contract with the agency’providing for such paymenis Yo be made. The agency shall - .
38 enter into such contracfin the event that the commissioneX finds in his sole discretion ..\ .
39 that the mazimum rfnial oblainable in the open marke ]
40’ project i3 less than jhe sustaining rent therefor. Such contryct shall be subject lo the
41 epproval of the cgmmissioner and shall contain such te

4% inconsistent withfhis section and the regulations of the comn¥ssioner as the agency . = . .7

cluding . provisions for termination of ‘pekments prior to the .- -
44 satisfaction of fhe mortgage of the company and for such paymenis to be made on -

45 behalf of the ghmpany to the mortgagee of the company, provided thy! the morigagee is - ..
46 @ party to syfch cantract and agrees to accept such payments and apyly them lo meet -

" 43 shall require,

47 the obligatihn of the company under the mortgage and nole or bond Secured thereby. . . - §

48 Such contbact shall also make provision for repayment of the payments\nadetooron. -

49 behalf offa company pursuant to such contract. The rights, remedies and\obligations S

50 “of the Alate, a municipality, the agency, the New York city housing ddpelopment”
51 corpofation, the New Ygrk state urban development corporation, the New ¥ork stale - -
52 projéct finance agency or any mortgagee of the company under any morigageNpoteor
53 oftd, loan contract or agreement with noteholders and bondholders lo-commendemny, ‘
b4 / detion or proceeding lo ¢ e be paidgn tofy -

LT

bhalf of eligible tenantsto -~
ion in en amount not o . "¢
bf the sustaining rents for . - .-

onal cerfificates-or the variance or . .- -
S n collectible rent. Payments shall be |~ ::
" 22 made only (i) on behalf of eligible tedgnts reglding in the project of a company which = .

for the dwellings in the — -
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o sevj‘l-’iﬁbt'e or-bonid, o foreclose-any. m{}_r__'tgc‘ige or lo enforce the obligations of ih om'paﬁy
A 9 thereunder or under any loan contract, shall not be impaired, inished or

L3 rd

14 paymenis are authorized to be 1 de, thg/mazimum payments authorized lo be made .
15 by the agencl during the period thesg Wicate i effective, the period during which the

9\ - 3 otherﬁ!iqe affected by eny agreement entered tnlo pursuant to this Atclion.
@‘ 4 4. Appli\cation fora determi?wtion of e!igibility shall be made py persons residing
: : b in or seeking lo occupy ¢ dwelling in @ project ot by a compan, % the cuse of G pro-
‘, % , 6 ject assisted by interest reduction payments made by the feral government pur-
: - % suanito section\lwg hundred thirty-sie of the N ational Hgdsing Act or of a project n
%\ 8 which the commisstoner determines that @ majority of nts may be eligible at such
\ 9 time und in such marner a8 shail be prescribed by regulations of the commisstoner e
R 10 and shall be accompanied by such i_nformation 4 dala as the commissioner.may - Ty
; \ 11 require in order lo determ { bili &, such person. There shall be issued oo
o s\ _ . 12 to each eligible tenanb Tnade by the tenant, the agency and the %
. Q\ . 13 company @ certificate stating £t is an eligible tenant on whose behalf -
R -:& " 16 certificate shall be effective whi not exceed one year, and the date vpon which
y ‘( 17 such period shall commence. eriod a certificate i5 in effect and payment
_ 18 i3 made by the agency the which the certificale relates shall not be

een the sustaining rent for the dwelling )

Y the agency on behalf of such tenant. .

may promulgate such requlations as he deems necessary or

t the provisions of this se ion, including but not limited to .
oibility or during the time &

P 19 reguired lo pay moré than
' 20 and the paymenis made
; . 21 5 The commissio
[\’ 22 gppropriate L0 imp

' i¥ing ¢ tenant a8 O condition of €

b
®
>
.
i
H
3.
Y

v 24 certificale 188 pursuant to subdivision four of this 8 tion is in effect to apply or
B 25 quthorize an 1o apply gn his behalf, and accept in liewef any o all payments {0
o ‘206 pe made 0 f of { pursuant lo this section, th enefits of any federal
27 progra entation or assistance. 4 certifical (;s;ued pursuant 0~ °
i 28 gubdiydsion fo ‘o section may be revoked and payments by theqgencyon beha
29 of g orminated if the commissioner finds that the tenanib s fuiled to S
30 copply with eny provigion of this arlicle or any requlations promulgate ursuant %,
31 _yfereto. The commissioner shall notify the tenant, the agew the com of }j
~ - 32 guch-revocatiti . o C ' B
o 383§ § ~“Sybdivision one of section thirty-one of §£'ch law, 88 separately amez'}déd i
T %'*m’sﬁbdivision one of seetion three hundred eighteen of the public housing law by ; ’é

o /3’ chapters one hundred thirty-two and five hundred forty-four of the laws of
' P 36 pineteen hundred sixty-one, 'para.graphs (a) and (b) es amended by chapter
‘:}"‘ 37 three hundred forty-three of the laws of nineteen hundred geventy-six,
L 38 paragraph (c) first set out as amended by chapter geven hundred eighty-nine of

; 39 the Jawsof nineteen hundred seventy and relettered by chapter three hundred
40 forty-one of the laws of nineteen hundred geventy-six, paragraph {c) gecond sets -
41 gut as sdded bY chapter three hundred fifty-seven of the laws of nineteen
‘ 42 pundred seventy-six, i8 hereby amended to read 83 follows: .~
43 1. (2 [A company may, with the_approval of thel The commissioner oF the
44 gupervising agency with t}w_approua! of the commissioner, 83 the case mby be,
45 [fix] from lime to time but not more frequently than once every lwo years ghall ~
48 Jotermine the maximum rentals [per room} required 10 be charged tenants of the -
47 Jwellings, the average of the rentals for the dwellings in any project not to
48 oxceed the maximum BVerage rentals determined by the commissioner OF the
49 gypervising agency, gs the case may be, before any commitments are made by -
_50 the company for the construction of the project. The commissioner Of the -
51 gypervising agency, upon his or its own motion, Of upon application by the
52 company or of a stockholder, lienholder, a-creditor, or of holders of at least ten
53 per centum of the bonds of the company, oF y the federal government where
‘Z‘; the mortgage losn of the company is insured or held by the federal government,
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_have been charged a tenant in occupancy al the

‘may be required by
. subdivision one of this section].
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. 13168 | , , . . b :
may vary such rental rate from time to time so as] to secure,.together with all
other income of the company, sufficient income for it to meet within reasonable
limits all necessary payments to be made or projected to be made [during the
term of a lease] by the said companyl, of] during e pertod of two or aib
expenses including fixed ¢ arges, sinking funds, regerves [2nd] )dividends on
distributions to partneis, Jas authorized by the
as-the-case may be. Subject lo the
provisions of paragraph (e) of this subdivision, the rental rates shall be varied by the
difference between the rental charged al the lime such maximum renlals rates ore,,
determined and such maximum rental rates. The mazimum un.hﬁi delermined by
the commissioner or supervising agency shall be in effect for a pertod of twe years
unless, within thirty days after notice of a variation of rentals i given, the occupanis

of more than fifty percent of the dwellings in the project or. the duly giﬁmpt__igy_tgdw;--

—r

tenants’ association, or the companyfin the case of @ mutual company,requests the
commissioner or supertising agency lo provide for variations lo be made durtng each -
year of such two year period. In no event shall the rental charged for a dwelling upon -
initial occupancy be greater than one hundred fifteen percent of the'rental that would
time the last variation tn renlals

became effective, excep! that the rental {o be charged a tenant in occupancy who moves

from one dwelling lo another within the project shall not be more than the rental that -

would have been charged any tmmediately preceding tenant. Letting, subletting or
assignment of leases of apartments at greater rentals than those fapproved by
the commissioner or the supervising agency] permitted to be charged pursuant fo,

" this section shall be unlawful. [Where the mortgage loan of a company ig insured
or held by the federal government or where a project is owned by the federal

government, rental rates shall be varied without regard to the provisions of any

,,.em'ﬂi

M

R

)

"".—-#

general, special or local law which would otherwise limit or control such rental - '

rates or the determination or variation thereof for so long as such mortgage lozn -
remains outstanding or the project financed by such a mortgage loan is owned
by the federal government.} No variation of a rental rate in a project financed

by a mortgage loan insured or held by the federal government],] or in a project - -

owned by the federal government shall be effective unless approved by the’
federal government, if such approvel is required by any rule, regulation or:
agreement with the federal government. - - L
(b) Unless any applicable regulation of or regulatory agreement with the
federal government shall otherwise provide, [(i) the tenants] in a project
financed by a mortgage loan insured or held by the federal government (t) the .
tenants shall be entitled and may elect to enter [in] into a lease for a term of up’
to three years at such rental rates as may be established by the commissioner or
the supervising agency, as the case may be, pursuant to paragraph (a) of
subdivision one of this section],] and (ii) the rental rates to be charged under
any such lease shall be established after consideration of the term of such lease
and may differ from the rental rates to be charged under any other lease of a -
different term [and (iii) the commissioner or the supervising agency, as the case.

may be, shall in establishing such rental rates consider the obligations of the. '

company under any instruments evidencing or securing any residual -
indebtedness]. Such-leases shall contain a provision authorizing the variation of
the rental rates during the term of such leases [upon an application madé] as’

(c) Excepl as otherwise provided tn this paragraph, in the case of a muﬁict"pa.uy-'

the federal government [pursusnt to paragraph (a) of -

aided project the Supervising agency shall determiné the maximum rentals for the - "

dwellings in @' project without rqgard to

the obligations of the company under any
inslrument evidencing or mecuri

ng any mi@ual tndebtedness. If the mazimum

L3

{
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- 1 rentals as 80 determined require that the renial charged tenanls are to be increased
e ‘9 over any-one year period by not more than three and three-quarlers percent ot over
AT 3 oeny twoe year period by not_more than five and one-half percent, the supervising
: 4 agency may provide for the payment of such residual tndebtedness by increasing the
Loe .. b rentals charged tenanis by an ‘amount not lo exceed an additional one percent.
.5 - 6 Poymenlsoh account of any residual indebtedness shall be made only for periods for
v 7 which provision has been made pursuant to this paragraph and shall not exceed the
'8 amounts provided therefor,” .~ . o : . : :
Cho 9 (d) L(e) ‘A company may, with the approval of the commissionetr or the
RV _pupervising agency, as the case may be, fix maximum charges to be paid by each -
+*270-711 ogeupant for the non-housekeeping accommodations, aged care
12 accominodations or non-housekeeping - accommodations for handicapped
© . 13 persons, which cherges may include payment for board and such other services
14 asmay'be provided as an incident to occupancy, the average of such charges for
" 16 all the non-housekeeping accommodations, aged care accommaodations or non-
" 16 housekeeping accommodations for handicapped persons in any project not to
17 exceed the maximum average charges for all such non-housekeeping’
AR 1. accommodations, aged care - accommodations or non-housekeeping
A accommodations for handicapped persons determined by the commissioner or
Caqo 20 ‘supervising agencygas the case may be, before any commitments are made
~ - 21 by the company for the construction of the project. The commissioner or the
. 22 supervising agency upon his or, its own motion, or upon application by the
. 23 company or of a stockholder, lien holder, & ereditor or. of holders of at least ten
24 (10%) per centum of the bonds of the company, may Vary such charges from
25 time to time so as to secure, together with all other income of the company, -
26 sufficient income for.it to meet within reasonable limits all necessary payments
" 97 to be made by said company, of all expenses including fixed charges, sinking
‘98 funds, reserves and dividends on outstanding stock 8s authorized by the
20 commissioner or supervising agency as the case may be. It shall be unlawful to %

14

' 30.make non—housekeeping accemmodations; aged .care accommodations, or non--
31 housekeeping accommodations for handicapped persons available at greater
32 charges than those approved by the commissioner or the supervising agency.
.33 As used in this subdiviston the lerm “dwelling” shall include non-housekeeping q

34 accommodations, aged care accommodations and non-housekeeping accominodaliona &

A 1. 35 for handicapped peraons: The mazimum rental which may be charged pursuant to
38 paragraph (a) of this subdivision for non-housekeeping accommodations, aged care
37 accommodations and non-housekeeping accommodations for handicapped persons
38 may snclude an amount Jor board and such other services as may be provided as an
- 39 inctdent lo occupancy. P Lo :
-+ 40 (e) Excep! as otherwine provided in this paragraph, whenever the maximum
" 41 rentals fized by the commissioner or supervising agency require the rentals charged
42 tenarils residing in the project to be increased during any lwo year period by an -

N

o) 5' L 40 ’percembypermittihg,tha company to defer all or part of the payments fo be made by~ %
: ' 47 the ‘company during such years for current and accumulaled and unpatd (1)

ST, - dividends on outstanding atock of the company, (i) distributions lo pariners, (ii1) \
Tnio sinking and reserve funds and (iv)wmmeowej-lh&wﬂw VAR
: inslallments of inferest on and amortization of the marlgage
51 .indebtedness of the company. Where the uasiafierf Rap been limiled fo eleven percent,

52 -the commissioner br supervising agency if requesled by the occupants of more than

‘58 fifty percent of the dwellings in a project or by e duly constituted tenanis’
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B - - K I



A. 13158 : T N
limiting such increase (o eleven percent, provide for increases of not greate'r then

: percent during each year of such two year period. During any
subsequent two year period in which an inerease in rentals of less than cleess percent
is required the commissioner or supervising agency shall’ make provision for
repayment by the company of any payments deferred pursuant {o this paragraph
through an additional charge in an amount nol exceeding the difference between the
increase in the rentals required during such years and eboven percent of such renlals, -
provided, however, that provision shall be made for annual increase of not greater .
than scuen—and—wmefalf percent if .a request therefor is made_as provided in
10 paragraph (a) of this subdivision. ' - - , T - :
f 11 (f) At least forty-five days prior to the variation pursuant to paragraph (a) of this

12 subdivision of the mazimum rentals to be charged tenants of the dwellings tn a project EEIEIEE

13 the commissioner or supervising agency, o3 the case may be, shall notify the . -,
14 company, the lenants, the morlgagee, and, in the case of @ municipally-aided project, = ;
15 the commissioner.of the proposed variation of renlals. “Such notice ghall be posted in. . ' - -
16 af least two conspicuous places within each structiire or building tn which tenants R
reside and shall be delivered directly or by mail to the persons entitled lo notice. The'\g 2o

are to be increased
ters percent or over
nl, the supervising
3 by 'increasing the
tional one percent. .
only for periads for -
shall not exceed the

i

mmissioner or the-
to be paid by each
ons, aged .care
for handicapped .
such other services =
of such charges for
ymodations or non-,
any project not to
non-housekeeping -
1on-housekeeping
hé commissioner or -
mitments are made.
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18 notice shall stale (i) the reasonssan increa ~aded, (i) the proposed increase, . Lt
19 (iti) the place at and itmes during which th * L aueh yariation 18 T S
based will be available for inspection, (iv) e

TR
3

. , 20

'1?;?5:2?2?;); 3:2 ] 21 those payments permttted to be deferr

Iders of at least ten + W &4.22 subdivision, and (v) the annual increase

. such ‘charges from : 93 “pursuant o paragrapiR (a) or (e) of thi

ne of the company, : . 24. (g) In determining the mazimum e

neosssaTy payments - ¢ Sl 25 -subdivision for a project of a company J
«ed charges, sinking | 20 agency has determined that on Januar,

atthorized by the 3 2T ginint availible Io the conipany Jor su

dhall be unlawful to - F A5 8 maintained by the company 18 less than {
modations or non-; 3 S ¥ 20 commissioner or supervising agency shall make pro..
available at greater \g ' 30 gifference tnto such reserve accounts or funds over a périod of up ~ . .
supervising agency. k 31, {(e)): (k) [Disclosure of bases] The commissioner, administrator or--
de non-housekeeping TN 32 supervising agency, as the case may be, shell upon request make available for . .. -
wing accommodations . 33 inspection and copying by the residents in any affected development, all items o
. charged pursuant to - 34 [and], dats and recommendations utilized as the various bases for the decision = - :
 modations, aged care l X n_;jncremé’ in determining the vYhaximum rental [or carrying charges, upon - R

' ~ 36 "potification of the decision to the applicant of the action taken) that may be =+ - - N .

; er:
Sg;db;c‘mez a:a::; n the vgfz'atiom of renﬁal_a charqed tenants tnoccupancy. - -
N - ¥ apraph—{erd 8 o of section thirty-one of such 1AW, 88 . wimems -
39 amended by chapter eight hundred ninety- o Taws of nineteen hundred - . - -
~ 40 geventy=four, is hereby amended to read ag follows: - ‘ L

' dwelling or non-housekeeping accommodations without .
Sot.ghall be available for persons or families of low ifCome whose . .. -
onnual income at the time of admissiga”and during the . i

: i jcluding the valueor =~ .

: l 37 charged upon occupancy or
'?:.. . 38 R +» Jpy "

SUDLULV +H

enever the maximum
ire the rentals charged
wo year period by an
he time the mazimum
ey shall, to the extent ..

wchvdr eleven . anot exceed six times the rental J .
;"fy,‘;e;w 1o be mzd: by 3: ' 45 ¢ost to them of heat, light, water and cooking fuel, of tife dwellings that may be * <.
lated and -unpaid (1) 46 furnished to such persons or fhsuilies, except th the case of families with . - .= > :

tions ko partners, (iti) 47 three or more dependents, such ratiq shall noj-6xceed seven to one, and whose .
ynoenb-ofthe-mirlgages” A\’ 48 gross income as defined in section thirly siz-bof this article at the time of admission -~
iion of the morigage /. 49 4s no less'than three times the sustaining rent. for the dw_elt;'na ad qeﬁnedlt'n such -~
rited to eleven percent, 50 - gection ‘thirty-siz-b. The “probable-figgregate amgual income” in the case of
coupants of more than 51 dwelling accommodations mea the annual income ofthe chief wage earner of -
y conatituted tenanta’ 52 .the family, plus all other-ficome of other members of the Tamijly ove:;l the agl;ae of .+

syed members . -

pany, shall, in licw of . ‘ g::_;t,wepty-one years;plus a proportion of income of _g‘nir}ful'ly employe _ ‘
v : ‘%;under t e of t:}venty-one years, the propertienrto-0E uemﬂmnW-m o
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) \w-’_:i'rfomp" proved by the commlss“mm—ﬂmsupeﬁiﬁiﬂg?my(as%
case may be, except that the company, as approved by the com issioner or the

2

3 superviding agency, as the case may be, may exclude a portion of the income
4 of other ;ﬁ;mbers of the family overthe age of Mgne years for the purpose
5 of determining-eligibility for admission continued occupancy, or for
'8 establishing the rental of such family, pr—fcﬁtﬁr such purposes; in the ease of such ’
7 non-housekeeping accommodations’it means.the annual income of the occupant,
8 provided that the commissioher or supervising agency, as the case.may be, may

make rules and regulations relative to the allocation of the income of & family
10 among the_members thereof for the. purpose of determining the income

v 1l.-attributable.to such nccupahtr— . - ‘ _ an

L Jz_h;_}“ﬁ-."‘Subdivision four of section thirty-one of such law; as amended by’
s+* 13 -chapter seven hundred thirty-four of the laws of nineteen hundred sgventy-four, -
14 is hereby amehdeW F-&f!’” censt :

15 4. Twenty-five pei of rental surcharges collected pursuant to this section

16 prior to Janudry first, nineteen hundred seventy-nine shall .be paid by the

17 company to the municipality which has granted tax exemption pursuant to

18 section thirty-three of this article as a credit against the grant of tax exemption,

190 the value of such tax exemption and of such credit to be.determined on an

20 individual dwelling, non-housékeeping, sged care accommodation or non-
21 housekeeping accommodations for handicapped persons unit basia. In the event -

- 22 that such tax exemption has not been granted, or in the event that a sum equal

23 to the total of all acerued taxes as to individual dwelling, non-housekeeping,

24 aged care accommodation or “non-housekeeping . accommodations *for

' 25 handicapped persons units where such tax exemption was granted have been

26 paid to the municipality, the excess if any, of surcharges and all surcharges

X -]

»

v 27 -imposed after December thirty-firsl, nineteen hundred seventy-eight shall be applied

28 to the expenses of operation and mansgement as approved by the commissioner
29 or the supervising agency. - L :
30§ 6 _Seotion { ¢ ¢ such law s hesel ted 1 TS o
™. 31 subdivision five to read as follows: ' P ) :
32 5. Onand after January firsl, nineteen hundred seventy-nine, the agency
33 not enter inta any lease, agreement or other arrangement with compantes o _
34 pursuant lo the provisions of article two of this chapler to lease any dwellings in the
35 projects of such companies or lo renew or otherwizse extend the provisiofis of any such '
36 lease, agreement or other arrangement unless such renewal or exlepdion lerminates on
" 87 or before the first variation in renials in the project occurrin, after January first,
38 nineteen hundred sevenly-nihe becomes effective’ . o
39  § 7. Subdivisions one and two of section thirty-five’of such law, as smended
40 s section three hundred twenty-two of the publicXousing law by chapter five
41 hundred forty-four of the laws of nirieteen hundred sixty-one, is hereby amended
42 -to read as follows: . ' . - .
43 1. A company aided by s loan made prior to May first, nineteen hundred -
44 fifty-nine, may voluntarily be dissolved, th the consent of the commissioner or
45 of the supervising agency, as the case fnay be, fiof less than thirty-five years
48 after the occupancy date upon the payment in full olthe remaining balance of
47 principal and interest due and unpaid upon the mortgageheld by the state or a
48 municipality pursuant to this article {and}, payment to thesmunicipality of a
49 sum equal to the total of all acerued taxes for which tax exemption was granted
50 and received pursuant to section thirty-three of this article and repa t of the
51 sum paid lo or on behalf of the company pursuant to & contract entered tnlo purguant
52 to section thirly-siz-b of this article. _
2. A compsny aided by a loan made after May first, nineteen hundred fifty-".

54
54_.nine, may voluntarily be dissolved, without the consent of the commissioner or S
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- {\o supervising-agency,-as-the caspriay-be;not less-than-iw
2 the ecupancy date upon the payment Wrﬁaﬁning balan
3 prih tpal and interest due and unpai ¢ mortgage or mortgages, pf !
. 4 . gum paid lo or on tompany pursuant lo a coniract entered tnlo punsuant
5 to, siz-b of this article, apd-of -any and all expenses incdurrdd in".
ntary_dissolutiof. - Co R
2 SuchJaw i hereby amended by adding a new section fifty-nine-a to rexd "
8 ag follows: ' . <0 A
9§ 59-0. Project gssistance payment fund. The agency shall create and téblithq -
“10 special fund, to be %Qw'n as the project assistance payment fund, and shdll pay into -
11 s

12 “ such fund end monies fr
13- “the. purposes of
.jmyments o-UF O
Afchaier; to
16 project finance ogency, the New
slate )
18 outstanding obligatio
19 result of deferrals made pursudil {o b
¢hapter of |

‘14

17

-32.
23 1

25
: 26
27

28

29

30

3

vich fund ail monies appropriated and made available by the stale forthe purposes of .-
% any other source which may be available to the agencrg’;':{ar' e
‘mhke
= ‘ t

be used lo

such fundh All monies held in such fund shall

9 It Tt o8t 0 FLif-3 i
rban development corporation, the New York atlz!e ,
ork city housing dévelopment corporation, and Lhe
of New York for the payment of the principal of and interest on dhetl .

nspdo the extend\funds for such se_are unavatlable g3 a
waioT one of section thirty-one of this

Uernt ¥, »r

the New York state

he obligations.of on

—

inierest on and amorlizalion ¢
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32
36
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44
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“~—7 Sec. 4. Section twenty-taree-a ol sucu
law  1s hereby amended by adding a new
subdivision nine to read as follows:

9. The supervising agency shall use its
best efforts to retain, under any regulatory
aareement  with the federal 1ts
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33
M
35
36

§' 11. Section thirty-six-a of such law is hereby amended by adding a new
subdivision six-a to read as follows: e

6-a. T'o enter into conlracls for and to receive paymen/tsf;;urwa‘ﬁt to section thirty-
siz-b of this article. - e

§ 12. Subdivision twenty-nine of -section forty-four of such law is hereby
;eﬁumbered thirty._.and & new subdivision twenty-nine is added to read as
ollows:

29. Subject to the approval of the ommissioner of housing and community
renewal and lo any agreements with notéwlders or bondholders, to make, contract to

-

make and to receive payments purs razt fo section thirty-siz-b of this chapter tooron_

be?mtfpf companies organized pursuant o the limited-profit housing-companies Wi,
§ 13 Section six hundred fifty-four of such law is hereby amended by adding
a new subdivision twenty-three-a to read as follows:

.

23-q. Subject to the approval of the supervising agency and o any agreement with

noteholders and bondholders, to contract lo TEC“}E qnd o receive puyments )tzur:-mant
to W (P dy54 Fifty-nine-a of this chapler. ™~ +CLaC LE i
§ 147 Subdivision one of section thirty-three of such law is hereby amended

by adding a new paragraph (e) to read as follows:

(e) Notwithstanding the provisions of paragraph (o) of this subdivision,

commencing with the first taz year of a municipality or taxing jurisdiction

beginning after December thirly-first, nineleen hundred seventy-eight, the real
property in a project which prior to January first, nineleen hundred seventy-nine
had been granted an exemplion pursuant lo paragraph (a) of this subdivision shall
be exempt from local and municipal tazes, other than assessments for local
improvements, lo the extent of all the value of the properly included in such project
which represents an increage over the assessed valuation of the real property, both
land and improvements, acquired for the project at the time of its acquisition by the
limited-profit housing company, provided that the amount of such tazes to be paid
shall not be less than ten per centum of the annual shelter rent or carrying charges of
the project. As used in this paragraph “shelter rent”’ shall have the same meaning as
in paragraph (a) of this subdivision. The taz exemplion shall operale and continue

.80 long as the mortgage loans of the company are outstanding, but in no egnt for a

period of more than thirty years, commencing in each instance from the dale on
which the benefits of the exemption provided pursuant to this paragraph or
paragraph (a) of this subdivision first became available and effective, whichever

occurred first, o

«__BP—F157 Paragraph (a)yof subdivision nine-of seetiom thirty-one of such Taw, as

38
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amended by chapter two hundred eight of the laws of nineteen hundred seventy-
five, is hereby amended to read as follows: -

(8) For the purpose of enabling lower income elderly persomns to continue in
oceupancy without paying rentals in excess of a fair propoftion of their income,
any municipality having a population of less than one million is authorized to
make and to contract to make periodic payments to a company in an amount

not exceeding the difference betweer-the_rent or carrying charges for the

dwellings occupied by such lower income pérsans and one-third of their net
probable aggregate annual income, where such rent orgarrying charges exceed
such one-third of income; provided that the aggregaté-smount of periodic
payments to be made in accordance with contracts entm}d\into by the
municipality during any fiscal year thereof pursuant to this subdivision,
subdivision seven of section eighty-five-a, section'one hundred twenty-six and
section five hundred seventy-seven-a of this chapter shall not exceed “the

aggregate amount of all real property taxes paid or paysble during such fiscal .

year by all companiés organized pursuant to [this article,] article IV, article V,

and a@iéle X1 of this chapter and the aggregate estimated receipts of all siich
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9 3 % B~Bubdivision twenty of section gix hundred fifty-four of such law, as
;8 4 ndded by chapter nine hundred ninety of the laws of nineteen hundred seventy-
- 5 two, is hereby amended to read as follows:. R ‘ .
20. Notwithstanding the provisions of this chapter or of any other law,
general, special or local, whenever the corporation shall find that the maximum -
rentals charged tenants of the dwellings in any project financed by the
corporation in whole or in part shall not be sufficient, together with all other
income of the mortgagor, to meet within reasonable limits all necessary
11 payments to be made by the mortgagor of all expenses including fixed charges,
12 sinking funds, reserves and dividends, to request the {mortgagor to make
. 13 application to vary the rental rate for such dwellings so as to secure sufficient
14 income, and upon failure of the mortgagor to take such action within thirty days
15 after receipt of written request from the corporation to do so, to request the}
16 supervising agency to take action fupon such agency’s own motion so} to vary
17 such rental rate, and upon failure of the supervising sgency [either upon .
18 application by the mortgagor or upon its own motion 50} to vary such rental rate
19 within sixty days after receipt of written request from the corporation to do so,
20 to vary such rental rate by action of the corporation; e R
. 8 177 Section five of section one of chapter one hundred seventy-four of the.

[
o - R )

23 development corporation act, is hereby amended by adding a new paragraph
24 twenty-eight to read as follows: : '
26 contracla for and receive payments pursuant lo
27 -of the primte housing finance law. R : o Lo
28§ 187 Bubdivision twenty-two of section five of section two of chapter seven
/ ;L' 20 of the laws of nineteen hundred seventy-five, constituting the New York state
& . © 80 .project finance agency act, is hereby renumbered twenty-three and a new
c 31 gubdivision twenty-two is added to read as follows: :
32 22 Subject to any agreement with noteholders or bondholders, to enter into __
, 33 contracts for and receive payments pursuant wwmvﬁ&mm-
. ?:4'oftheprimtehotm'ng:ﬁnancelaw. R . S
e 8 ~Paragraph-d-of.subdivision three.of.sectionfour Hutidred sixty-sev
‘36 of thaoeal property tax law, as added by chapter five hundred fifty-five o
laws of hineteen hundred seventy-seven, is hereby amended to read as
hatanding any other provision of law, when a head of
to whom # theireyrrent, valid tax abatement certificate has issued moves
‘his principal residehse jec

from one dwelling unit sub the provisions of
articles [I1] IV, V or X3.of the private housing fi wdnce law to & subsequent
dwelling unit subject to eithetthe local emergepey ousing rent control law or to.
the emergency tenant protection 2wt of nineteen hundred seventy-four which is
“located within the same municipal corpefation, the head of the household may °
-apply for a tax abatement certificate selating"te.the subsequent dwelling unity, and
“such certificate may provide thef the head of the household shall be exempt
from paying that portion o fie maximum rent or iegal regulated rent for the
gubsequent dwelling unighich is the least of the following; -
(1) the amount by which the rent for the subsequent dwelling unit exceeds
.50 the lnst rent, 83 sg uced, which the head of the household was Yequired to
51 actually pay in the original dwelling unit; v I
52 (2) the mpef recent amount so deducted from the maximum rent or
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53 regulated xént in the original dwelling unit; or i
54 . /(8) tHe amount by which the maximum re
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‘subsequent dwelling unit exceeds one-third of the combined income of “ali
members of the household. ;
“§2&IMmymmshemmidsdﬂWMmummﬁmdbnhmhmﬂmdﬁmr
seven-c of such law, paragraphs b and e as amended by chapter five hundred
fifty-nine of the laws of nineteen hundred seventy-seven, paragraph i as
separately amended by chapters three hundred eighty-five and five },ﬁmdred
fifty-nine of the laws of nineteen hundred seventy-seven, are hereby amfnded to
read as follows: J
b. “Dwelling unit” means that part of a dwelling in which an eligihle head of
10 the household resides and which is subject to the provisions of either Article
11 [IL,]1 1V, V or X1 of the private housing finance law; or that part of a dwelling
12 subject to a mortgage insured by the federal government pursuant to section
13 two hundred thirteen of the National Housing Act, as amended,’ in which an
14 eligible head of the household resides,
15 e. ‘“Housing comp\any” means any [limited-profit housing company,] limited
16 dividend housing corﬁpany, redevelopinent company or housing development
17 fund comp-ny incorporgted pursuant to the private housin ‘finance law and
18 operated exclusively for the benefit of persons or families of 16w income; or any
19 corporate owner of a dwelling .subject to a mortgage insured by the federal
20 gc'~~ment pursuant to section two hundred thirteen of tf.ﬁe National Housing
21 Act, as amended. _ / .
99 -i. “Maximum rent” means, the maximum rent, exc)(lding gas and electric
23 utility charges, which has been authorized or approve by the commissioner or
24 the supervising agency or the legal regulated rent established for the dwelling
unit pursuant to the provisions of either Article [11,}1V, V, or X1 of the private
26 housing finance law, or the rental established for a zéoperatively owned dwelling
27 unit previously regulated pursuant to the provisiofis of Article [I1,]1 1V, V or XI
98 of the private housing finance law, qr [such] H}é approved rent for a dwelling
20 unit in a dwelling subject to a mortgage insured by the federal government |
‘30 pursuant to section two hundred thirteen of the National Housing Act, as
31 amended. \" : ;/ , ,
32 § 21. Paragraph b of subdivision threg of section four hundred sixty-seven-c
33 of such law, as added by chapter five hundred fifty-five of the laws of nineteen
hundred seventy-seven, is hereby amesded to read as follows:
35 b. notwithstanding any other provision of law, when a head of the household
36 to whom a then current, valid tax abatement certificate has been issued moves |
37 his principal residence from one d\yélling unit subject to this section, to the local '
38 emergency housing rent control lpw or to the emergency tenant protection act of
39 nineteen seventy-four to a subsequent dwelling unit which is subject to the
40 provisions of Articles [IL] IV, V or XI of the private housing finance law and
41 which is located within thé same municipal corporation, the head of the
42 household may apply for a4ax abatement certificate relating to the subsequent
43 dwelling unit, subject lt;%any terms and conditionssimposed by reason of any
44 fund created under subdivision eight of this section, and such certificate may
45 provide that the head 6f the household shall be exempt:from paying that portion
46 of the maximum reft or legal regulated rent for the subsequent dwelling unit
47 which is the least/of the following: "5\ '
48 (1) the amo ot by which the rent for the subsequent-dwelling unit exceeds
49 the last ren:% so reduced, which the head of the household was required to
50 actually pay”in the original dwelling unit; \
51 J(Z) the Anost recent amount so deducted from the maximum rent or legal
reg )
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52 ulated rent in the original dwelling unit; or 5, '
53 // (3) the amount by which the maximum rent or legal regulated rent of the
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T Jebsequent_dwelling unit EXCEEUSOTIE
<+ 2 ‘members of the household. ' R N -
g "8 - § IBubdivision eight of section four hundred sixty-seven-c of guetrTaw, as_ T
.- 4 added by thapter two hundred éight of the laws of nineteent pardred seventy- =~ - 7
‘.. <. B five, is herebysmended to read ss follows:. . . B [ RO
", '8 . 8. Any such lotl]law or ordinance may provide thatTn the event that thereal .. -
" 7 property of a housing~gmpany containing ongef more dwelling units shall be - -

and municipal rgatproperty taxes for any fiscal year .20 . >
affmum rent credited pursuant to this-.
ifality, may make -or.contract to make -
an amount not exceeding the amount’ -~
-+ 12 necessary to reimburse the hodsing comps for the tgtal dollar amount of all - -
-4 13 ‘exemptions from the payment of the maximimg, _rent accorded pursuant Lo this - -
the household residing¥n dwelling units in such real R

‘8 totally exempt from locd

- 11" payments to a housing compapy

_ 16 ..- A municipality pfay create and establish & fund in orderJo provide for the |
.- 717 ‘payments madgAn accordance with contracts entered into putguant to this .-
" .18 “snbdivision, Phere may be paid into such fund (1) all,of the rentabsyrcharges . -
= .19 collected by the municipality from housing companies organized and exigting -
{7~ 20 pursuapt’to Articles [11,] IV, V and XI of the private housing finance lawynd. . -
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Gl ,%%Lm othing in this act shall impair or limit the effect of any variation of i "
l ?J rental rates pursuant to section thirty-one of the private housing finance law "’ .
.77 25 approved prior to the effective date of this act whether or not all or part of such 1" §
.10 26 ‘variation takes:effect subsequent to the effective date of this act, Applications "\
"o~ 27 for variations of rental rates made prior to the effective date of this act and -

v 7 28 access to data relating thereto shall be determined without regard to the

"7~ 30 time such spplication wag made, except that the provisions of of .

~.. . - 32 housing finance law as added by this act shall apply to any variation made after - © "
-+’ " 33 December thirty-first, nineteen hundred seventy-eight upon such application. o
S ,{ ' ~The commissioner or supervising agency shall not vary rentals charged ™ - - -
AN tenants in a project pursuant to section thirty-one of the private housing finance. . /|
"+ 38 law, other than a project financed by the New York city housing development .- .

5‘ H 44 ) B ~Te” QLS E 1NELEeED 71:‘
& and twenty-two of this act the provisions of sections four hundred -

T .".

shty-an

tw
v 43 sixty-seven-band four hundred sixty-seven-c of the real property tex16w and - .
/[ .- 44 subdivision nine df-section thirty-one of the private housingfifiance law shall S
| " 45 continue to apply -with.gegard to a person who scember thirty-first, 'L
- 48 ninetéen hundred seventy-eight is receiving benefitSunder any such sectionand " - 7

subdivision nine of section thirty-one of the private housing fina veJaw shall
cease to appl &fid the benefits of such sections shall not be available to pegsoas
."esi' A fr TO'_eét_'OfacO pRAan anized-and-existing-purstant-b

47 who on or after January first, nineteen hu seventy-nine continues to reside | = . ..

; 48 inor moves to or from a project of organized and existing pursuant . i

49 to article two of the private housthg finance law, jded, however, that the' = .
-\ _-~ 50 ‘provisions of section four hutidred sixty-seven-c of the rea rty tax lawor = .
S

or .a—l;lring the period dﬁrﬁf-f. ich a
C ng which an s T
;ggged byl the commissionerg or Y isine b
cy relating to the wvariation of re
r%tes'and approved prior to the effective ggié o
of this act 1s intended by its terms to remain
in effect, whichever is later
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(2) er otherwise made available by the municipalty . -
Fthe purpose of suc -5 e T e A e s A e e wNy

7 1%, 31 gubdivision one of section- thirty-one and section fifty-nine-a of the private e

- 37 'corporation, during the twelve month period immediately succeeding the date i - ; D

...’ '38 upon which the, last increase.in rentals became effective pursuant to an order  ~ 0
.7 89 issued by the commissioner of supérvising agency prior to January first,"*

supervising k- e
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} K_J.Awoﬁthpﬁvawhwa%ﬂg-ﬁnamwremhfteﬂhedmnwhich thefirst
: c,_zw,@‘ﬂammwmned-suwuﬂwwrﬁMMMrm i o
v 3Cseventy-nine-becomes.eflective L :
4 § %~ The commissioner of the state division of housing and community e
_/ £ 75 tenewal and the supervising agency as defined in section two of the private . o
' 6 housing finance law, shall conduct an engineering survey of those projects undet
7 their respective supervision constructed pursuant to article two of the private
8 housing finance law in which they have reason to believe that there are uinususal
9 or extraordinary structural conditions which might pose a threat to the health,
10 safety or well being of the residents, and the type, extent and costs of any capital
11 improvements that may be necessary to correct such structural conditions. The
12 commissioner and supervising agency shall report their findings to the governor -
13 and the legislature from time to time and on or before October first, nineteen .
14 hundred seventy-nine, shall submit to them a final report of their findings and
15 recommenddtions for methods to assist such housing developments to correct
16 such structural conditions and for other ways to improve the physical condition
: 17 in such housing developments. ' St : o B
: / é 18 . § 2¥1f any section, subdivision, paragraph, sentence, clause or provision of

©~~~19-¢hi5 act shall be unconstitutional or be ineffective in whole or in part, to the :
20 extent that it is not unconstitutional or ineffective, it shall be valid and effective : -
21 and no other section, subdivision, paragraph, sentence, clause or provision shall
22 on account thereof be deemed invalid or ineffective. -
23  § #87 This act shall take effect on January first, nineteen hundred seventy- : S
— Tifie, except that sections fine~and-twenty-siX of this act shall take effect N _ T
25 immediately. d . : . OPRRE . ' T
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MITCHELL~LAMA HQUSING
(Program Bill Number 379)

This bill was submitted at the regular session of the
Legislature, but was not acted upon by either house. It provides
stability to the residents in housing projects developed pursuant
to the Limited-Profit Housing Companies Law, which were financed
by the State of New York, the City of New York, the New York State
Housing Finance Agency, the New York State Urban Development .
Corporation or the New York City Housing Development Corporation.
The bill establishes a procedure for the variation of rents to
be charged residents, which will assure that, to the extent
possible, needed increases in rents will occur at reasonable and
predictable rates and frequency. It also provides rent assistance
to tenants in occupancy who are now required to pay a disproportion-
ately high percentage of their income for housing. Similar
assistance would be available for new tenants in a project, where
the rentals required to be charged exceeds the ability to pay of
the available market.

The deteriorating financial condition of many of the
rojects developed under the Limited-Profit Housing Companies
Law has had or threatens to have adverse consequences for a number
»f public benefit corporations that have financed their development.
as well as for the State of New York and the City of New York.
Tn order to reverse this deterioration it is necessary to assure
that projects remain attractive and affordable to the persons and
Families for whom they were originally intended. Without this
assurance the ability of the projects to retain or attract residents
and to meet their financial obligations will continue to decline.
Tt is of immediate concern to the State that the financial viability

of those state instrumentalities which have invested in these projects

be safeguarded. This can only be accomplished by restoring stability
to the projects which constitute their primary source of revenue.

7/11/78
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THE CiTy OF NEW YORK
OFFICE OF THE MAYOR
NEwW YORK,N.Y. 10007

July 6 N 1978

Honorable Bugh 1. Carey
Governor of New York
FExecutlve Chambers
Albany, Mew York 12224

Dear G?iizggnf€§§g§? EQLizgem\‘

T am writing to express my deep personal concern over the
subsldy program which has been developed by members of your
staff for MNew York's Mitchell-Lama housing projects. 1In
reviewlng the latest legislative proposal on thls important
matter, T came across several Features which wlll have a serilous
negatlve impact on the City of New York. In the hones that vou
will ask your staff fo rethink the specifics of the proposal,

I have discussed each of these problems in some detail below:

1. The subsldy proposal now calls for the City to absord
two different types of costs: a) the cost of deferring
reserves, dividends, and morigage pavments for those
projects whose rent rolls do not meet thelir sustaining
rent: and b) at least one-half of that cost of subsidizing
low-income tenants which is engendered by 1limiting their
rent-income ratios to 25 rercent. The Cilty is already
absorbine the cost of the first item. To vpay for the
second ltem, however, and to auallify for matching State
ald, the City would be required to approoriate tax levy
funds., Moreover, the matching State assistance 1t would
then be eligible to receéelve is not mandated and, in any
case, would be limlited to $10 million.

The "tenant assistance"” aspect of the Mitchell-Tama pronosal
noses & number of serious nroblems for New York City. IMlrst
and most important, the City simply does not have the resources
necessary to subsildize the housing costs of low-income tenants
at this voint in time., The fact that reliable estimates of
the financial commitment this would entall are not available
only works to strengthen mv reservatlions on this matter. I am
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Governor Hugh I,. Car - -2 July 6, 1978
Mitchell-Lama Subsla, Proposal

also concerned that the oronosal would set a nrecedent by
which the City guaranteed low-income tensnts that their
rent-income ratlos would not exceed 25 percent. When a
simlilar rent subsidv program was established for low-income
senlor cltizens In rent controlled hecusing, the program
soon expanded to cover senior citizens in Mitchell-Lamas
and rent stabllized housing. The possibility of a similar
develonment must be consldered here. Second, even if the
City did have the necessary resources to subsidize low-income
Mitchell-Lama tenants, the subsidy would be made up of tax
levy funds rather than being limited to off budget expenses
like the pnroposal’s debt service deferral component. As a
result, the Cityv's approprlatlion would bhe subJect to the
public wrocess, which would raise a number of difficult
allocation problems each year. Third, slnce your proposal
would take effect on January 1, 1979, the middle of the
current fiscal year, 1t would reguire New York Clty to make
an apopronrlation whlch is not ovrovided for in 1ts current
Financial Flan.

2. Although earlier versions of the subsidy blll exempted
City-aided Mitchell-Lamas from the public hearing reguirements
of the Merola Law on rent Increases, the current provosal does
not. This would make the nrocess of getting the rent 1ncreases
necessarv to reach a proJect's sustaining rent much more
difficult. Both this difficulty and the addltional costs the
hearings would entall for the City are unnecessary since
Mitehell-TLama tenants would be protected from exorbitant rent
inereases by the 11 percent and 7.5 percent limlts and by the
subsidy mechanism for low-income fenants.

3. The current pronosal contains new items such as an engineering
study, an increased level of tax exemntlon, a limltation on

rent increases for refinanced projects, and retention of all
surcharses by the housing cormanies. All of these i1tems mean

substantial added costs for the City.

Tn summary, the current subsldy rroposal contains several serious
drawbacks for New York City which previous versions did not include.
My basie feeling is that the Citv should only be called on to

assume resnonsibility for funding the Mitchell-Lama debt service
deferral in the context of guaranteed rent Iinecreases.

Thank vou for vour attention to these matters.
Sincexely,
Edwa»i\T. Xoch
MAYOR

cc: Judah Gribetz
Robert Morgado
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CSTRIEMERT OF MAYOR EDWARD 1. KOCH COMMENTING
UPON _GOVERNOR CAREY'S MITCHELL-LAMA 1ROPOSAL

Bitchell-lLama developments throughout the City are experienc-
ing financial difficulties caused by a combination of in~
Creasing costs and inability of tenants to afford rent in-
creases which would pay for them. After examining the out-
linas of the Governor's program to denl with these issuos, .
¥ feel confident that the direction reopresentod by the pro-
posal iy a positive one. My staff bhas not yot had an oppor-
tunity to analyze every detail of the proposal and may raise
some guestions on spreific provisions of the legislation at
a later date. For example, T am disappoanted that one of
the subsidies provided in the jprogram is inapplicable to
certain City-assisted develor nts.

-

‘,1.'."
However, I am pleased that theﬁ%ﬁwnrnnr's propesal «»i1) olim-
inate the uncertainty facing many Kitchell-Lima residents in
New York Cily, who no longer would be reguired to contend
with sporadic, unpredictable and oiten very hioh rent ip-
creases.  In those casges where current rents are not suffi-
cient to meet all the legitimate expenses of their develop-
went, the residents will instcad experience pianned and
gradual increases in rent. At the cawe time, the Governor's
propoeal shows a strong concern for Mitchell-Lama tenants
Wwho aye in need.  Those families below the State mwedian ip-
come whose rent-to-income ratioa become excessive as &
result of rent increasces will be subgsidiged by the State.

My Administiration welcomes the Governor's proaposal as o
stugs in the right direction. We believe that gradual in-
creases for those Mitchell-Lama tenants who can afford
them and State subsidies for (hose who cannot is the way
to Goal with & serious fipancial and policy issue which
ts confronting both the City and the State of New York.
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May 24, 1978

Robert J. Morgado/Thomas Frey
Judith M. Frangos
Mitchell~-Lama Bill

I spoke at length this morning with David Sweet, Counsel
to Ed Lehner, and I agreed to consider the items enumerated
below. I have made no commitment thus far and have communicated
our concern that prior to the sending up of a bill that incor-
porates any of these items we would need evidence from Lehner
that a substantial portion of Assembly Democrats concerned with
this issue were in support of the Governor's proposal.

1. Lebner is concerned that the 7.5 percent rent in-
crease formula is a red flag to most tenants bacause of 1its ftie
to rent control. He suggaests using a 9 percent increase over
two years for tenants paying more than 860 a room and an 11 per-
cent increase over two years for tenants paying lesa than $60
4 room, Another option might be consideration of the rental
stabilization formula which is currently 6.5 percent for a one-
year lease, 8.5 percent for a two-year lease, and 11.5 percent
for a three-year lease.

2. George Friedman is concerned about the Tracey Towers
project in his district, almost all of whose tenants earn more
than $17,200 per year. I sugpested to David Sweet that rather
than raise income eligibility for all tenants to $20,000 that
we plug up an obvious hole in our groposal by holding harmless
current tenants earning more than $17,200 from vent increases
which weuld cause their rent income ratio to exceed 25 percent,
In that way, we could protect all current tenants from rent
income ratios greater than 25 percent,

3. Jerry Nadler, who represents many West Side Manhattan
projects, is concerned that we not provide funds or require rent
increases that would make the residual mortgages on refinanced
projects owned by the City valuable. Dave suggested that a
compromise might be to limit the portion of any rent increase
that could be used to pay debt service on resldual mortgages to
a set percent, like 2 gr 3 percent., Dave is concerned about the
general lack of clarity un the City's refinanced projects. We
have felt in our deliberations that we would be doing a good
thing for the City by making their second mortgages valuable.

4. We have excluded any provision for rent increase
hearings in the new bill since there is none in Statute currently.
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However, Dave pointed out that we should consider requiring
rent increase hearings in those cases where the Commissioner
was unable to defer sufficient expenses to limit the Increase
to 7.5 percent. He also suggested that we save thls item for
negotiations with the Senate.

5. Another item that Dave suggested we save for nego-
tiations with the Senate is a detailled income verification
program which he has included in his draft of the bill. We
would have no objection to this.

6. There is a concern about the provision in Section 20
of the bill which would make applications for increases filed
prilor to the effective date of this legislation, subject to the
old provisions of law even if the increase was not finally
determined prior to the effective date. In practical terms,
the Commisslioner 1s currently feeling sufficient pressure to
limit increases in progress now, even with no assurance of
passage for our proposal.

7. A portion of the Mitchell-Lama constituency is con-
vinced that the immediate move to economic rent for new tenants
would make it impossible for most housing companies to attract
tenants, thereby requiring the housing company to enter into a
contract with the Division to admit tenants eligible for subsidy.
Dave suggests that by limiting the increase in rent after the
first vacancy to no more than 15 percent, we may succeed in
attracting sufficient tenants in the open market to obviate the
need for the housing company to enter into a contract with the
Division of Housing and slow down what current tenants percelve
ls the inevitability of masses of lower-income tenants occupying
the projects. A 15 percent increase would probably ke sufficient
to bring most projects to economic rent, and in those cases where
it was not, 1t might provide a transition for the project with
regpect to marketability.

I have discussed these ltems with Victor, John, and Bobby.

We should meet shortly to come to a final determination of our
position on these items.

JMF : ams




STATE O NI'W YORK
EXFCUTIVE CIIAMBLER
HUGH L. CAREY, GOVERNOR

David Murray, Press Secretary
518-474-8418
212-977-2716

FOR RELPFASI:
IMMEDIATE, THURSDAY
MAY 18, 1978

Governor Hugh L. Carcy said teday he will propose a bill to
permit stabllization of rent increases for most Mitchell-Lama
llousing tenants at 7% per cent a year and prevent the massive
increases experienced by some tenants in previous years.

"Some residents have faced annual increases as high as 25
per cent in the past," Governor Carey said. "The new procedure
will assure a financial stability of the projects and lead to
improvements in maintenance and services to tenants."

[le emphasized that most of the increases would be limited to
those with incomcs of more than $17,200 a year -- the median income
for New York State residents. 'The rents at Mitchell-Lama projoects
average approximately $60 a room, compared to $80 a room in similarx
private housing in New York City.

At the same time, the Governor said he will ask a $0 million
program to rehabilite public housing projects around the State.
The rehabilitation will enable municipalities to apply for fedoral
funds that would pick up deficits currently made up by municipalities.
Some projects have vacancy rates as high as 80 per cent, and
modernization will encourage rentals.

Approximately 160,000 families live in the 430 Mitchell-Lama
projects, most of them in New York City.

The rate of increases would differ from project to project,
depending on the amount needed for the economic operation of the
project, including maintenance and mortgage payments. In most
cases, the rent increase would be no more than 7% per cent a yecar.

Most renters with an annual income of less than $17,200 a
year would be protected from a rent increase bacause of rent subsidies
of their income. The latest Consumer Price Index shows that the
average share of housing is 42 per cent of income in the New York-
Northeastern WNew Jersey area.

The Commissioner of the rent setting agency may permit the
stabilization by authorizing the deferral of reserve payments,
dividends, and debt service, which would be repaid in subsequent
years,



5TATE OF NEW YORK
DIVISION OQF HOUSING AND COMMUNITY RENEWAL
TWO WORLD TRADE CENTER

NEW YORK, N.Y. 10047
VICTOR MARRERO
COMMISSIONER

May 10, 1978

To: Governor Hugh L. Carey
From: ‘Victor Marreigé§{7
Subject: Mitchell-Lama Law

Since January, we have been working on a proposal for
Mitchell-Lama projects which is based on fixing an economic
rent for each development and providing subsidies to eligi-
ble individual tenants who would be required to pay in
excess of twenty-five per cent of their income for rent.

In the course of the last several weeks a number of refine-
ments have been made to limit the applicability of the pro-
posal and tailor it to fit the approwriation in the State
budget. During this time, I have had a chance to review the
problems of the Mitchell-Lama projects and have discussed
our legislative approach with numerous housing companies,
tenant groups, civic organizmations and public officials.

Two universally shared conclusions emerge from my own
analysis and the discussions 1 have had with the interested
officials and groups: First, there is a clear urgency for
some form of additional public assistance for the Mitchell-
Lama projects which cannot wait another year to be addressed.
And second, there is almost unanimous dissatisfaction with
the tenant subsidy approach we have been considering to date.

The Urgency

The urgency to tackle the problems this year is evident
in that:

—— There is a rise in the number of projects facing
severe Tinancial difficulties which cannot be
remedied by rent increases. Our most recent sta-
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tistics show that a growing number of State Mitchell-
Lamas are carrying mortgage arrears. Some are now
beginning to fall into arrears in the payment of
taxes., Almost all of the projects have insufficient
reserves for replacements and contingencies,

More and more, as rents and carrying charges increase,
tenants move out and the projects face greater diffi-
culties Tilling the vacancies. Our analysis shows
that on the average, program-wide, the vacancy rates
today are running higher than they had been. More
than 50 projects are carrying a vacancy rate of more
than 5%.

In the past year, foreclosure or similar proceedings
were commenced against two projects. Recently we
were compelled to remove the Board of Directors of
one project for default on the mortgage.

A pervasive sentiment spread, following the Co-op
City rent-strike settilement, that other developments
are entitled to some of the same advantages accorded
to Co-op City in the agreement to end the strike.

A number of projects awaiting the outcome of the anti-
cipated Mitchell-Lama program have held back implement-
ing or initiating much needed rent increases, worsen-—
ing the already weak financial condition of the develop-
ments.

There are a number of projects where rent increases
cannot reverse already deteriorating financial condi-
tions.

If funds are not available to stabilize some of these
housing companies, in November there is a likely
possibility that the Housing Finance Agency will find
it difficult to meet the semi-annual bond payment
without an appreciable invasion into its debt service
reserves and a subsequent call upon the State to honor
its moral obligation.

we are unable to put in place this year a program that

addresses the issues we risk worsening an already severe finau-
cial crisis for the Mitchell-Lama program.

Though everyone agrees we are facing critical financial
conditions in the Mitchell-Lama program and that expeditious
action is essential, there is no agreement on how best to pro~
vide relief.
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Tenant Subsidies

The tenant subsidy approach we have been considering is
based on the following premises and objectives:

Rents are stabilized on the basis of a more predict-
able formula that builds into it allowances to bring
the projects to sound financial condition over a
period of time,.

Eligibility is based on need. Tenants who could not
afford to pay additional increases would be assisted
with subsidies that fix their rents at current levels.
Tenants whose rent-to-income ratio is less than twenty-
five percent would not be subsidized.

Through these subsidies, funds would be provided to
the projects to cover arrears for such items as debt
service, real estate taxes and reserves, thereby
protecting Housing Finance Agency bonds.

This approach has severe shortcomings which trouble us
and which I have not found a way to cure. The more signifi-
cant limitations include:

Providing subsgidies to a portion of the tenants of

a project and placing a greater financial burden on

the rest will cause greater numbers of the higher
income tenants to move out as renits continue to rise
and the weight of carrying the increase falls on a
smaller proportion of fthe residents. Tor a signifi-
cant number of projects, to raise rents to thce levels
contemplated in our economic rent formula would require
annual increases for a considerable number of years.

In some instances, the amounts required will be the
full seven and one half percent each year. As is demon-
strated to us when increases even of this muiznitude are
put into effect, faced with the prospect of an annual
increase of 73% many of the unsubsidized tenants are
likely to move. These are the middle income citizens
for whom the program was intended, whom we need to
retain in our cities, and for whom we have been
tailoring other public inducements to maintain. The
increases, and their disproportionate effect on remain-
ing middle income tenants, would have two significant
implications for the Mitchell-Lama program: TFirst, at
higher rents it is likely that only other subsidized
tenants will be able to fill vacancies in Mitchell-Lama
housing. And second, as renls rise almost annually,
more and more of the existing unsubsidized tenants who
remain will become eligible for subsidies, so that in
the not too distant future the nature of the Mitchell-
Lame program would change entirely from one designed
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for middle-income residents to one affordable only
by individually subsidized tenants. As greater
numbers of tenants qualify for the program in future
years its cost will rise dramatically. Inevitably,
at a calculable point in the future, almost every
tenant would require an individual subsidy to remain
in Mitchell-Lama housing.

-- Subsidizing some tenants at the expeunse of others
within the same development will create bitterness
among residents and less feeling of stake in the
future of the development.

-— An individual tenant subsidy program would create
nightmarish administrative problems tc implement and
will be very expensive to operate. Because the pro-
gram depends upon applications filed by each tenant,
it would take long periods before all requests can
be reviewed, verified and approved. The amount of
subsidy paid on behaltf of the project would not be
known until all subsgidy applications are processed,
To complete the process annually for over 100,000
tenants in almost 260 projects will impose a colossal
burden on the Division of Housing.

—— The obvious implications and complexity of the pro-
posal make it hard to explain it to and gain support
from even the most moderate and informed of the
tenants' groups and officials. They view it as a
bill to provide automatic annual 7% rent increases.
Solid opposition from the housing consiituency will
make it even more difficult to pass a bill this year.

Reconsideration

These troublesome drawbacks of the tenant subsidy approach,
and its dimplications for the future of the Mitchell-L.ama program,
have led me to reconsider our direction and to conclude that it
may be wiser to alter our course before the proposed bill is
introduced in favor of one that both addresses these valid con-
cerns and that is easier to administer anu can gain a wider base
of support. I suggest that we consider a subsidy provided to
the project rather than to individual tenants,

Up to now we have resisted a project subsidy approach
essentially because a subsidy available to the project would
benefit all tenants alike regardless of need.
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Having again closely reexamined the facts and the issues,
I am persuaded that the basis for this objection is elimina-
ted or substantially mitigated by several considerations.

First, the income profiles of Mitchell-Lama residents,
which are controlled by statutory income restrictions, show
that there is not a broad economic gpectrum among Mitchell-
Lama tenants., Figures we have collected, shown in the attached
Table I, indicate that in State Mitchell-Lama projects about
74% of the tenants have gross incomes of less than $17,500, the
closest number to the median income cut off we had proposed.
Using net income, the figure is about 87%. Only 6% have gross
and 2% net incomes exceeding $25,000., Thus, the overwhelming
bulk of all Mitchell-Lama tenants are massed in income brackets
below the median and most of the rest are not so far above the
median. This makes it difficult to draw a line at which we
can comfortably say we can determine need and divide those who
should be subsidized from others who should not., Stating the
argument another way, because the number of tenants above the
median and the amounts by which they exceed it is relatively
small, there is not much basis for gualms about subsidizing
people who do not need it. As, argued below, to the extent
that the higher income tenants can pay more for rent, they can
be made to do so through more effective enforcement of rent
surcharge collections.

Second, our analysis of the number of tenants who would
benefit from an individual subsidy program indicates that the
number at present is between 40 to 60% in most projects using
a 25% rent to income formula depending on what income figures
are used. Considering the large numbers who are presently at
or near the borderline under this formula and, given the built-~
in regular increases upon which the approach is based, the
number of tenants who would not benefit now or in the very near
future is small. But, under a tenant subsidy program, in a
relatively few years, almost every tenant would have to be
assisted, producing the same result as if we provided the same
funds as project subsidies.

Third, a tenant subsidy program by placing a greater burden
of rent increases on a portion of the tenants and —ausing them
to move more rapidly, would change the character of the Mitchell-
Lama program, making it more closely resemble public housing.
The premises, goals and operation of the Mitchell-Lama law
clearly establish that the intended social objective of the
program was Lo produce sound middle income housing through
public subsidies in the form of tax abatement, long term, low
interest financing, limitation on profits, and in some instances
land cost write downs, each benefiltting all tenants of the
development equally., These benefits arc still being shared
equally by all Mitchell-Lama residents within the income ranges
permitted by the statute. To the extent that greater ability to
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pay is a factor, the program attempts to deal with it (by
experience unsuccessfully) through surcharges on higher

income tenants. The problem that Mitchell-Lama projects

now face i1s that the value of these public subsidies has

been more than off-set in recent years by inflation and
uncontrollable operating costs which have driven rents to
levels far exceeding what can be considered middle-income

and far higher than contemplated when the program was enacted.
To provide a new form of subsidy to a project as a whole in
order to continue the State's commitment to the ends of the
Mitchell-Lama program would not be setting any new precedent
nor charting any new public policy ground but would be quite
consistent with original legislative intent of the Mitchell-
Lama program. In no way is it different from what municipali-
ties do every time they grant further tax abatement to a pro-
Ject, or fix Miichell-~Lama mortgage interest at a figure below
the market rate. These forms of subsidies benefit all tenants
regardless of income differences and are granted in furtherance
of the goal of the legislation fto attract and maintain middle-
income residents in publicly-aided housing.

Fourth, the State i=s already providing assistance to the
Urban Development Corporation for its housing program through
project subsidies. In fact, since practically all the tenants
of the 113 UDC Section 236 projects we supervise, which com-
prise about 45% of the residents to whom we must provide sub-
sidies, would qualify for assistance under an individual tenant
subsidy program, the net effect is that for almost half of our
total program we would be providing subsidies to the entire
development through individual applications. It would be more
sensible to provide new subsidy funds to these projects as we
are now doing in a single transaction on behalf of the housing
company rather than through aspproximately 32,000 individual
tenant applications. The same logic would apply to the 72,000
tenants of the other 153 State Mitchell-Lama projects, the
large majority of whom would be eligible project by project.

Fifth, the higher income tenant issue would be more properly
answered by more effective rent surcharge administration. Con-
sidering that under a tenant subsidy program the number of resi-
dents not eligible for assistance will not be significant in
future years, it would be more eflficient to deal with over-
income tenants by surcharges rather than by assuming greater
administrative costs and risking the purposes of the program,
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Two project subsidy ideas have been advanced, most
notably by the Mitchell-Lama Coalition. One promotes a
lowering of mortgage interest to a fixed number, such as
four percent. A more recent proposal suggest creating a
loan pool from which low interest loans would be made to
Mitchell-Lama projects to offset increases in operating
costs, the loans to be repayable at the end of the present
mortgage.

The mortgage interest subsidy has major limitations.
First, there are many projects with mortgages at or below
four percent that nonetheless are facing financial trouble --
2ll the UDC Section 236 projects for example, and some of the
older Mitchell-Lamas as well., Fixing a lower ceiling on
mortgage interest would not assist these projects. Second,
mortgage interest subsidies would not work beyond a few years.
As maintenance and operations costs continue to rise, mortgage
interest eventually would have to be reduced to zero and the
projects will still need assistance, as is illustrated by the UDC
Section 236 projects which, with mortgages at one percent and
the State paying the costs of amortization, are generally in
more severe financial difficulty than Mitchell-Lamas paying
full debt service. And many New York City Mitchell-Lamas
also have reached the point at which they are paying no mortgage
payments at all and are in financial trouble.

These shortcomings of the mortgage interest subsidy idea
are now recognized by informed public officials and by the
Mitchell-Lama Coalition itself. They are now promoting the
loan pool concept. The idea has some attractions. It provides
for project loans rather than grants, And it recognizes that
rents have to rise to meet increases in operating costs and
arrears and that tenants must share in those increased costs.

But the proposal has certain flaws. First, the funds
advanced as loans repayable in the future eventually will mount
to substantial sums which some projects might not be able to
afford in future years. This constitutes borrowing to pay
current expenses and tallooning the obligation for tenants of
future generations. Second, it would require appropriating a
substantial sum to establish the loan pool.
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Building on principles and precedents already established
and accepted, and taking account of the objectives of the
Mitchell~Lama program, I recommend that we consider another
variant of the project subsidy. It would contain the following

elements:

1.

The Divigicon of Housing would determine economic
rents pursuant to the same procedures outlined in
the bill we have already developed.

The amount needed to bring the project to economic
rent would he shared between the tenants and the
State, with subsidies calculated pursuant to a
formula to be determined by an objective standard.
Possibilities might be: having the tenants pick

up the first portion, say, for example, the amount
up to the ordinary rise in the cost of living

index and the State the remainder required to reach
the economic rents, limited to a maximum in any one
vear.

Individual subsidiés would be continued for needy
elderly fenants, and the capital grant program for
families and the elderly would be phased out by
attrition.

Surcharge provisions would be more strictly enforced
by making it a prior condition of the subsidy that
the housing company certify collection of surcharges
from over-income tenants. If the housing company
does not collect the surcharges, further subsidies
to it could be withheld.

To guarantee that the tenants' portion is being paid,
the State subsidy would not be available until the
Division of Housing certifies that the new rent is
in place and is being collected.

Subsidies would be advanced to the Housing Finance
Agency and credited to the housing companies’' reserve
or debt service accounts to protect HFA obligations,
The HFA would pay any excess funds over to the housing
companies for other costs.
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Another variant might be to advance the subsidies
or portions of them as loans, but repayable over
a shorter time span - say ten years,

This proposal has the following advantages:

Costs

It provides an additional source of income to Mitchell-
Lama projects for which the obligation would be shared
more equitably between tenants and the State.

Mitchell-Lama rents would be better stabilized and
the impact of rent increases would be reduced to
levels which are more affordable by tenants and
which would not force greater numbers of tenants to
move as rapidly.

To the extent fthat rents are stabilized at a lower
level because the burden is shared by a greater
number of tenants, the marketability of the anJeCt
for middle income tenants would be improved.

By conditioning the project subsidy on the housing
company's collection of rent surcharges, there would
be a greater incentive to collect higher rents from
over-income tenants.

The proposal is based on principles already accepted
by the Legislature in the original Mitchell-Lama law
and the UDC solution. It would be easier to persuade
members of the Legislature and the more responsible
Mitchell-Lama leaders to accept this approach than
the tenant subsidy idea.

The program better secures the payments to "the Housing
Finance Agency because it would be easier to administer
and to control the timing of payments than one based on
annual applications from tens of thousands of individual
tenants.

Tables ITI and JIII show some figures of the costs of a

project

program.

subsidy
pay the
rent to

subsidy program compared to an individual tenant subsidy
Three possibilities are considered in the project
analysis in Table II, assuming that the tenants would
first 7.5%, 5% and 3% of the amount required to bring
the economic rent level. In the first year the costs

to the State of undertaking to pay the shortfall to reach the
the economic rent under these assumptions are $13.0 million,
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$16.0 million and $18.7 million respectively, not including

a factor for vacancy which, assuming vacancies remain at current
levels, would require at a maximum an additional $11 miillion

in each instance. An additional $1.5 million would be added

for the senior citizen exemption program. The totals under
these assumptions would vary from $25.5 million to $31.2 million.
In the third year the range would be from $19.2 million to
$36.7 million. These costs can be significantly lower if we
assumed a lower vacancy rate than the present. (Co-op City
alone, for example, accounts for at least $1.5 million of the
$11 million vacancy factor we have added to the projected costs
of the program for the purposes of this analysis.)

The most comparable costs of a tenant subsidy program,
assuming a 25% rent-to-gross income ratio and a cut off at a
$17,200 median income level would be $34.7 million in the
first year, $37.8 million in the second year, increasing to
$52.3 million in the fifth year.

VM:imv

Thomas F¥rey
Judah Gribetz V
Robert Vagt

Copy to: Robert Morgado///



This table presents the distribution of 1975 tenant gross
and net income as reported on the Occupants Affidavit of

Income,

Table I

Net income is gross income less deductions for
medical and personal deductions taken on the New York
State tax return.

The income data is taken from a sample of the approxi-

mately 53,000 non-subsidized households in DHCR projects

(excluding Section 236, capital grant and Section 8

tenants),

Income Range

$ O - $ 5,000
5,000 - 7,500
7,500 - 10,000

10,000 - 12,500

12,500 - 15,000

15,000 - 17,500

17,500 - 20,000

20,000 - 25,000
Over 25,000

5/78

Total

‘Net Income

Gross Income

Number

Median Net Income

Median Gross Inconme

Percent Percent Number
20% 10,600 16% 8,500
12 6,400 .9 4,800
15 7,900 11 5,800
16 8,500 14 7,400
14 7,400 14 7,400
10 5,300 12 6,400

6 3,200 8 4,200
5 2,600 10 5,300
2 1,100 6 3,200
100% 53,000 100% 53,000
= $10, 500
- $12,500



Table IT

Estimated Shortfall for Project Subsidy
(in millions)
Maximum Percentage lrncrease
7.5% 5% 2%
Year 1 DHCR $9.1 $11.4  $13.4
UDC 3.9 4.6 5.3
Total e
(Excluding Vacancy Factor) $13.0 $16.0 $18.7
Year 2 DHCR 864 $10.7 $15.2
UuDcC 3.1 4.5 5.8
Total $9.5 815.2  $21.0
(Excluding Vacancy Factor)
Year 3 DHCR $i3.1 $10.2 817.7
uDc 2.6 L.oh 6.5
1e.0 o, Total $6.7 $14.6  $24.2

.",‘)
(Excluding Vacancy Factor)

The above estimates assume full occupancy.
To compensate for the loss of revenue due to

vacancies in excess of a 3% vacancy allowance,
the amount of shortfall must be increased by

$11 million.

This estimate of shortfall is

allocated as $3 million for DHCR projects and
$8 million for UDC projects.

5/78



Table II

Analysis of Project Subsicdy Program

Based on project statistics the shortfall of revenue to
the housing companies for the first three years of pro-
posed subsidy programs has been estimated.

The subsidy proposals call for tenants to pay a desig-
nated annual maximum percentage rent increase. If the
rent so increased is below economic rent, the resulting
shortfall to the housing company would be made up by a
State subsidy.

Economic rent is defined as the rent needed to meet all
current expenses plus 10% of reserve and other arrears
(excluding equity arrears) less non-rental income. For
purpose of the estimates, operating expenses and real
estate taxes are assumed to rise by 5% a year, except
that utilities rise by 10% a year.

The estimates do not take into account the loss to the
housing companies arising from vacancies. If an apart-
ment is vecant the full rental for that apartment would
have to be covered. The estimated vacancy loss is ap-
proximately $8,000,000 for UDC projects and $3,000,000
for DHCR projects.

5/78



Table III/’

Cost of Subsidies - $17,200 Median Income
Net Income 25% Ratio

T
= O U R

-
= O U N e

el
=
- O W N e

F s

A W T TR - L A R I 'y

(millions)

DHCR-non-236

City Others

Proj Ten Proj DHCR-236 UDpCc-236 UDC-non-~236 Total

Z‘.S 4." 2.8 1.6 14'0 0.3 35.7

3.7 6.2 1.7 2.2 16.2 0.4 40.0

1.1 14.2 - 4-3 2302 0-9 59-0
bt 2“'-0 - 7.9 35‘3 1.5 91.2
bt 2“.9 8.2 34.6 1-5 90.8

6ross Income - 25% Ratio

5-8 3.2 3-4 1.6 14-0 002 34.7

5.0 4.5 2.0 2.2 16.2 0.3 37.8

1.6 . 10.3 - 4.3 23.2 0.7 52.3
- 17.2 - 5.3 27.8 1.2 69.3
- 17.9 - 5.5 26.8 1-2 68.3

Net Income - 30% Ratio

5.9 3.1 3.5 1.2 10.5 0.2 31.¢C

5.1 bLob 2.2 1.7 12,2 0.3 33.6

1-6 10.1 - 2‘8 16.5 0.6 4"-0
- 17-2 - 3.4 19.3 1-2 59.3
- 1?.7 - 3.6 18.5 1.2 58.3

Cross Iﬁcome - 30% Ratio .

7.5 2.2 4.0 1.2 10.5 0.1 30.1

6.3 3.1 2.6 1.3 10.9 0.2 30.0

2.1 7.2 - 1.& 12-0 0-5 32.5
- 12.1 S 1.7 14.3 0.8 42.4
- 12-6 Tome 1-8 1303 0.8 ﬁl.z
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Legislation 4/20/78 Draft

Changes, cbservations and questionss

1.

2.

3.

4,

5

6o

7e

Page l-d iii Afterx ¥Yederal government ~ should we
add wand not already getting Capital Grant"®

Page 1-d iii Do we assume that pensions, workmens

comp. and welfare are not rent assistance or is

it necessary to make them a specific exclusion? s g

Individual Utilities -~ No consideration given

Add (don't know where) Provision for adding an amount
to varioua rent definitions an amount for individual

metered situatlion.

Linit of 7% -

Tmore than one year lapsed from prioxr increase.

A mandate increasing the 7h% number if

£ T

Although to phase "during one year” may be IS 147
intended to take care of the possibility that increases
are not accomplished on the anniversary of the prior

This concept is so important, especlally as=

a catch up at first where companies haven't had increases
a long time coupled with the future date

Ffor implementation of the bill (all increase applicationg

incraase.

already for

eEy

and implementation can be expected to come to a halt
once the bill is introduced).

Page 6- 12th line insert word "other” before incowe.

rPage 2{d) If H.C. makes up deferred payment ghouldn®t-
trhererbe-provision for repayment to project assistance
fund for money it advanced on behalf of mortgagor. (in
cases where there is no contract?).

Page 9-(e)
counpany to'

Page 12 =

1
[}

al
b)

Please add after shall "require the housling

Should reference to subdivision 31 be to 367
About 6&7th line from bottom is there
repetition here as a typographical error?
Talks obout make up because of deferrals

Pbut what about shortages in debt service

for vacancy, unusual expenses where thera
ara no raserves.
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Also certain projects seem to be locked
into present rent structure beyond
starting date for legislation (i.e. will
we put in increases for one year hasn't
lapsed on 2nd stage orxdered?). Along
+his line what about shortages to the
date of implementation of the bill.

Does this all assume that as of Octobexr 1, 1978
(oxr January 1, 1979) rents will be increased in overy
project to an amount which will cover all projected
vacangies (by inclusion in occupied tenants rent if
that portion of costs/plus nake up of arrears in
reserves (silent as to debt service, operating escrows,
arrears unpaid other bills, i.e. HFA fees; unusual ree

pairs etc.?).

s it anticipated that move outs beoause of
ineligibility for subsidy or other reasons will be
filled immediately? If vacancy provision is to cover
this the evele will it force more tenants out? Doos
it assume that there will be 100% compliance and no

loss of money should the Division have to take lagal
action to control reluctant projects?

JBG

ERD

MEL

FH (4)
~J. Bove:

R‘ Vagt
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EDWARD H. LEHNER
MEMBER GF ASSEMBLY
WASHINGTON HEIGHTS
INWOOD & MARBLE HILL
COMMUNITY GFF'\CE
4915 BROADWAY (204t ST.}
NEW YORK, N.Y. 10034
(212) gaz-1065

THE ASSEMBLY
STATE OF NEW YORK
ALBANY

April 25,

Governor Hugh L. Carey

Executive Chamber

Capitol

Albany, New York

Dear Governor:

Mitchell-T.ama Program

1978

.

CHAIRMAN
COMMITTZE ON HOUSING

I have heard that your bill making changes in

the Mitchell-Tama program will* be submitted imminently.

Because of various concerns I have,

I consider

it important to meet with you-in advance of the sub-
I would hope that the meeting could

mission of-a bill.
be held this week.

EHL:s1k
cc: Hon.
Hon.

Respectfully yours,

EDWARD H.

LEMNER

Member of Assembly

Judah Gribetsz
Robert Morgado



march 15, 1978

THE GOVERNOR
Judah GribetZz

Leg 151_3;‘3.:1“.?3,?5‘?_5’_‘1?_@,1-“..Qﬂnﬂi;‘?.?}‘f},}f}.aﬂéj.AQEﬁ..i_EEL

puring the past few monthe the Commissioner of Housind
together with gtaff of the gpxecutive Cchambex . the pivision of
the pudget, upe and HFA have heaeed developing a proposal. an
outline of which is annexed. The proposal is substantially
paged upon the recommendations pade last year PY pick
pavitch, although & pumber of significant modifications
have beel nade. The 1egislation is nearly completed and

e to gubmit it within the
next few waeks . {The Speaker‘s office has requested that
we not gubnit it pefore enactment of the Budqet.)

The pivision of the pudget and the pivision of Housing
are novw in the process of estimating‘the costs of the program
and exploring possible modifications yo assure rhat future
costs are controllable.

we have informally kept representatives of both'the genate
and Assenbly informed of the appraach we are raking.

and Meané coumittee and more recentlys the Chairman of
the Housing committee.

J.G.

JG/JGB/mﬂ
Enclosure



MEMORANDUM

To John Bove

From Fred Hechtijﬂé;ﬂfy Date February 9, 1978

Subject Mitchell-Lama Legislation

Please refer to page two of the February lst draft item d.

Clarification is needed as to whether line 1 or line 9 is
meant (tax form is attached)?

Could you please change the legislation by adding either
line 1 "Total Income or line 9 "New York Taxable Income".

cc: ERD

JMM

05-107 1-77)



201 /208 | New ‘ork State ingdme Tax é Q77T - Page |

Resident Ret 1
NY Stite Department With New York City Personal Income Tax & R ‘
of Taxation and Finance Nonresident Earnings Tax Or Fiscal Year Ended ... .............. 1978
: First name and initial (it joint or combined return, enter both)  Last name " H Your soctai sacurity number Oceupation
i
¢ |
¢ | Home address (number and street or rurai route) Apt. No. Spouse's social security number | Occupation
S
I o ||
it. | City, village, post office and stale ‘ ZIP code ~ H#School district in which you reside —See instructions
- Name Coda
%)) i Check only ONE hox) P _
c o (1) 11 Single (Check anly . - {4} [J Married filing joint Return e P
= ; - ! tat 1 i
ir & (2) ] Qualifying Widow{er) with tlependent chitd  (5) [J Married filing separately on one Return Taxpayer's : Y State county of residence
el 0] (3) [ Unmarried Head of Household " (6) [7] Married filing separate Returns {on separate Forms)
<[ .

B) Change of State Residence—~If you were a New York State resident for only part of the year, enter the i
number of months of residence in the box and attach Schedule GR-60.1 {see instructions page 14) '

if filing status (5) above is checked, use Column A for hushand and
Coiu‘m% 3 for vSifZ: Al others use oniy Column A. Federal Amount Column A Golumn B Ot
1 Total Incoms (lom pags 2, Schadlle A, fine 187 | 1 a 3
‘2 Additions (explain on page 2 in Schedule C) 2
3 Line 1 plus line 2 3
"4 Subtractions (explain on page 2 in Schedule C) 4
5 Total New York Income (line 3 less line 4) o ‘5 4. It
-6 NY Deduction i§1 Standard Deduction ~~15% of fine 5, but itemized Deduction
chaci; :(;19 box {1[3; ln;g;ebmn rﬁioggt(gﬂi;rﬁd $f|2hng )separalely, (irom page 2, Sch. B, line. 11)
enter amounlt See instructions page 12 for minimum allowed. & B 2
7 Line 5less line 6 - o IR, 7 E i
8 Exemptlons Colurnn A—Enter number claimed a X $650 Prh| Ba =
" Coiurmn B—Enter number claimed ;I % $650 ¥ BbiE= |
8 New York taxable income (line 7 less line 8) .- . : 9
10 State Tax on amount on line 9 {use NY State Tax Rate Schedule page 2) 10
11 State Tax on lurmp sum distribution (see instructions page 13) 11 B <]
12 Line 10 plus line 11 : S 12
13 State Credits (from page 2, Schedule D Ilne 4) e ‘ 13
14 Line 12 less line 13 7 o ' 2 14
15 State Minimum Income Tax (see instructions page 13) 15 )
16 State Unincorporated Business Tax (from Form 17-202) 16 [ ]
17 Total New York State Tax (add lines 14, 15 and 16) 17
- |18a Fult year residents apply City Tax Rates to line 8 amount  {Check box)l:l 18a
¥ |18b Part year residents enter tax and attach Schedule CR-60.1 1804 i
£ {18¢_Cily Nonresident Earnings Tax (from Form NYC-203) 18cH ]
> [18d Gity Minimum Income Tax (see instructions page 15) 18d :
= [18e City Tax on turmnp sum distribution (see instructions page 15) 189E )
19 Add knes 17, 18a, 18b, 18c, 18d and 18e 19
Prepayments (attach Wage and Tax Statements 10 back) Column A | Column B, .
20 State Tax Withheld 20 3}
21 State Estimated Tax Paid 21 E £l
22 City Yax Withheld - 22 g i
23 City Estimated Tax Paid Exducia By sincor |53 7]
24 Total (add lines 20 through 23) 24 | |
a) Enter fine 24 totals in applicable column {see instructions page 14) 24a
25 It line 19 is larger than line 24aenter Balance Due NY Siato o tag o Peone @) 95 B E
26 If line 24ais larger than line 19 enter Overpayment 26 @ q
27 Amount of line 26 to be REFUNDED TO YOU 27 B 2
28 | Amount of line 26 to be cred- (NY State| 28 § ' ﬁ For office use only
291ited on 1978 estimated tax. INY Gity | 29 8 i

Your signature . ) Dita
Sign &
here Spouse’s signature (if tiling joint or separately on one return, BOTH must sign) Date
Signature of preparer other than taxpayar Address Date P IT-201/208 1977




Te0t/208 1977 R

Pagae 2 -

" Attach Wage and Tax Statement here. >

Schedule A Income and Adjustments. G- -

lete the Federal Amount Columin entering the ™

ms$ as they appear on your Federal return,

Transfer the Total Federal Amount from line o to page 1, line 1, “*Column A”". Married Persc.... who file a joint Federal return and arafiling
separate NY Returns on gne form must alse complete Columns {A) and (B). Enter the amounts which would have been raporiabie had you

filau separate Federal returns. Transfer fine 16 totals to page 1, line 1. _
) Federal Amount A) Hushand B) Wifa
1 Wages, salaries, tips, and other employes compensation 1
2 interest income 2
3 Dividends {atter exclusion) 3
4 State and local income tax refunds 4
5 Alimony received 5
6 Business incorne (attach copy of Federal Schedule C Form 1040) 8
7 Sale or exchange of capital assets gi',',i?,;z,f;’g‘fggﬁmgg, 7
8 50% of capital gain distributions ‘ 8
Y Saie or exchange ot property other than capital assets, efe. 9
10 Fully taxable pensions and annuities 10§
11a Pensions and annuities Enter the appropriate amounts |1 1.
11b Rents and royalties . . «.......... jfrom Federal Scheduls E, Form - [1 10 .
11¢ Parinerships, estates and. trusts 1040 on tines 11a, 11b and Yie fi ¢ ‘
and smalt business corporations - [and attach a copy of Schedule €] e
12 Farm income (attach copy o Fedelal Schedule F, Furm 1040) . § 12 :
.13 Cther incoms e 13
14 Total (add lines 1 through 13) R 14
15 Adjustments {including disability income exclusmn) 15
16

16 Total Income (line 14 less line 15. Enter on page 1, Ime 1)

Schedule B ltemized Deducﬁons Enter oni lmes
1 through 7 the items below as they appear-on-
your Federal Return and make the apphcabie

+ If husband and wile are filing separate returns on ene Form and the total

" of {A) and (B) is nol equal to the Federal amocunt, attach explanation.

‘Schedule D New York State Ta‘( Credlts (see instructions page 13) -

modifications on lines 8 and. 10.%

1 Regular Credits

Column A

Co]umn B

Disregard if standard deduction IS clalmed

. a NY State child care credit
{from instructions page 13)

1 Medical and dentarexp
2 Taxes

. b Resident credit
~" (attach Form IT-112R ”
and copy of other stale return(s))

3interest o
4 Contributions T

_ ¢ Accumulation distribution
credit {attach computation)

5 Casualty or theft losses |

" 2AddTines 1a through 16

§ Miscellaneous )
7 Total Federal itemized

.3 Investment credit
(attach Form IT-212)

deductions (see inst.)
8 Less income taxes

4 Total credits (line 2 plus line 3)
- Enter on page 1, line 13

~included in line 2
9Ling 7 less line 8

' Tax Rate Schedule

See instructions cage 12 for low income exemption

10 Gther ifications ; -
10 Ltner mocifications __ifamounton [| Mew York State - City of New York
{s=@e instructions page 9 and » ... page 1,line 9 is:if “Tax Rate Resident Tax Rale
explain in Schedule C below) but
11 EYtltemized defulptlon over notoverl enteronpage !, line 10 enter on page 1, line 18a
nter on page 1, ine 6 3 0 31,000 2% of amount cn line 9 0.9% of amount on line 9
. 1,600 3.000 $20 plus 3% of excess over $1.0001 $ 9 plus 1.4% of excess over $1,000
i : : : 3,000 % * » 3, 7 plus 1.8% » v ,
Schedule C Explanation of page 1, lines 2 and _ 3.000 1 Edplus 4% " - 20003 37 olus 1.0% 3,000
3 and 9 Schedule B. line 10. If filing st 5000 7,000 160 plus 5% 50001 73 plus 2.0% = = 5,000
+and page 2, otnedule 8, Ine 10. I filing status 7000 9000 | 260 plus 6% " © 7.000)| 113 plus 2.3% - 7.000
5 is checked indicate H (husband's) or W {wife's) 9000 11,000 || 380plus 7% ~ 9,000 || 159 plus 2.5% » v B.000
for page 1, line 2 and 4 items. 11,000 13,060 520 plus 8% " » 11,0001 209plus 2.7% » 11,000
13,000 15,000 680 plus 9% - » 13,000 282 plus 2.9% »  » - 13,006
Lina No. | Expranation Ao “15000 17,000 || B80plus 0% ~  * 15,000 |{ 321 plus 3.1% = = v 15,000
17,000 19,000 1060 plus 11% " " 17,000 || 383 pius 3.5% » 7,006
10,000 21,000 [[1.280 plus 2% * = 19,000 449 plus 35% » - 10,000
21,000 23,000 4,520 pius 13% © " 21,000] 519 plus 3.8% ~ " 57,000
23,000 © 25,000 {1,780 plus 14% * v 23,000 595plus4.0% ~ + 23,000
25,000 2,060 pius 15% ~ » 25000]{ 675plus 4.3% ~ - " 25000
Reminder: Mail your Heturn io— -

I# you need more space, atach schesduls

IT-201/208 1977
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NY State Income Tax

- The State Campus -
Albany, New York 12227

(&/77)13.600M (1251)
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Cetober
Eono Governor Magh Cerey
Cipitel Bullding
}lbany, New York
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Wie Understend thet e comprehensive legisletive peekege dealing with Mitcholl-
Leme Cooperctive Housing Lovelcopments ie being prepeved et this time. Ve
erticipate & full send fair progrum bocruse of your pledpens to the electorrte
during the election cempeipgn of 1974 end egein in prers confarences S il gl
of 1977 snd subsequently in the "Memorenduw of Understending to Scttie the Co-op
City Rent Strike.V '

On behelf of the Advisory Council of Co-op City (the lergest representative
body of residents in the Mitchell-Leme housing progrom) we are inguiring es to
the neture of any heusing lepisletion thrt is being prepered et this tine,
copecinlly such lepisletive or sduinistrstive steps thet will fulfill 4he
co-mlttment steted in the "Memorendum of Understending to Settle the Co-op City
Fent Strike."

Ve rre sure thet you eppreciste the inxiety of our comminilty ro we weit

for the implenentstion of ¢ comprehencive plen thet would help te etebilive

our lives rnd our neiphborhood by stebilizing our housing costs,

1) Ve recognise your deep persorel understiending of the noture of the incoenc
nroZile of the Mitchell-Lrme develenments pa vell rs the problee- in fighting
the trend of niddle cless femilies fleeing Nev Yorlk City.

2) I7 we ore epprised of the mein festires of 4his cornrelioneive nlrn, we con
begin to work with cur residents, en well re the entire iitehell-lLeca
community throughout New York Stede, to help veu pess thic progrom in the
New York Stste Legisleture.

Tire is &€ the ezscnce end we enticivete an eorly response s¢ that we crn
begin to do the necescary orpanizing work.

Pleese direct your reply to Al Aftermen, cheirmen fdvizory Council,
120-25 E Erdmen Place, Bronx, New York 10475,

Respectfully yours,

(1,£1 (Zlfﬁ;ﬁdivlf*’\\hmﬂ

ol % . Al #fterphn, cheirmen

Lyl ; = - Lol

5:&5 I ol 3 fi&znm ___________"_‘__%Z N

R Tl ) ] O s} e . . itte
SN i A S S o ‘ Bernard  Cylich, Legislative Action Committee
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Date

To

From:

Re

Municipal Assistance Corporation
For The City of New York

MEMORANDUM

.20 July 1977

Ed Kresky

Michael €. Smith

Please Find enclosed a copy of a letter of transmittal to
the EFCB outlining the City's proposal to have the Housing
Development Corporation issue bonds secured by certain
federally insured Mitchell-IL.ama mortgages, and the EFCB's
request that MAC review and comment on this proposal. Since
the Financial Emergency Act requires the Control Board to
"consult and coordinate" with MAC before approving any such
bond issuance, Gene suggested you may be interested in
reviewing these documents.

The Control Board presently expects to take up consideration
of this proposal at its next meeting, Wednesday, July 27.
Consequently, we would appreciate receiving any comments you
may have on it by Monday or Tuesday, particularly on the
question of whether the proposed 6 1/2% interest rate for
the bonds appears appropriate for a tax-free yield on
securities backed by federally insured mortgages.

Enclosures {1)

MCS:ba



THE CiTy OF NEW YORK
OFFICE OF THE MAYOR
NEW YORK,N.Y. 10007

JOHN C, BURTON
DEPUTY MAYOR FOR FINANCE

July 18, 1977

To the Emergency Financial Control Board
Gent lemen:

This submission refers for review and approval by the Emergency Financial
Control Board the proposal of the New York City Housing Development Corporation
to issue up to $300 million of bonds, backed by an equal amount of FHA-insured
City Mitchell-lama mortgages, in order to genmerate proceeds in the City's
Mitchell-Lama refinancing program. Proceeds from refinancing are required to
meet the City's Fiscal 1978 cash flow needs.

The interest rate on the bonds, which will be tax-exempt, will be 6 1/2%,
which in all cases will be lower than the interest rate on the underlying
FHA-insured mortgages. The term of the bonds will be 40 years, which will be
equivalent to the term of the mortgages. The bonds will be purchased by a
consortium of six savings institutions in the City.

The Control Board has previously approved another method of generating
proceeds for the refinancing program--the outright sale of the FHA-insured
portion of City Mitchell-Lama mortgages. In the proposal before you, the
FHA~insured mortgages will not be sold; instead they will be held as security
for the bonds.

For each FHA-insured mortgage HDC will issue an individual series of Multi-
family Housing Limited Obligation Bonds, Each project's monthly mortgage
payments to HDC will be used to make monthly debt service paywents on the
related series of bonds, Each series of bonds will be secured only by revenues
attributable to the underlying FHA-insured mortgage on that bond series and not
by any other revenues of HDC. The proposed Multifamily Housing Limited Obliga-
tion bonds will be issued without establishing a Capital Reserve Fund and bond-
holders will have no call upon any funds of the City or the State.

The purpose of this proposal is to increase the overall return to the City
from the refinancing program compared with the return that can be realized by
the sale of mortgages. This possibility exists because the 6 1/2% interest rate
on HDC's bonds will be lower than the 8 1/2% interest rate used omn FHA~insured
mortgages prepared for sale.

The City will take advantage of this lower bond interest rate in two ways.
First, for certain projects, the interest rate on the mortgages can be reduced,
resulting, under FHA underwriting standards, in an increase in the amount of
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the FHA-insured mortgage and the immediate proceeds to the City, Second, for
all mortgages, the amount received by HDC as debt service payments on a mortgage
written at one interest rate will exceed the amount of debt service that must be
paid to holders of bonds bearing a lower interest rate, and the difference--or
"interest arbitrage''--can be remitted to the City as revenue, thus generating
over time the equivalent of greater immediate proceeds,

The City estimates that overall, either through higher immediate proceeds
or the present value of annual revenues for the next 40 years, use of mortgages
to back the proposed bonds has the potential for generating approximately 15%
greater return to the City than could be realized by sale of the same mortgages.

Preparations for the proposed bond issue are just about complete, and HDC
has in hand approximately $70 million in FHA-insured mortgages that can be used
immediately as security for bonds, This submission summarizes the proposal and
discusses its financial advantages to the City. And, to permit the bond sales
to begin, this submission requests approval of the Emergency Financial Control
Board of the following:

1. 1Issuance of bonds by the Housing Development Corporation in an amount
not to exceed $300 million, pursuant to related agreements,

2, Amendment of the Assignment Agreement between HDC and the City to
provide for the bond issue.

3, Amendment of the HDC Financial Plan to accommodate the bond issue,
4. Contracts between HDC and bond counsel for legal services related to
issuance of the bonds, and between HDC and a banking institution, to

be designated, for trustee services as required by the bond resolution.

Development of the Proposal

Under the refinancing program, the City submits individual City Mitchell-
Lama mortgages to the Federal Housing Administration for FHA insurance. Following
granting of an insurance commitment by FHA, a mortgage is divided into two parts:
an FHA-~insured first mortgage which is used to generate cash proceeds for the
City, and residual indebtedness, which is held by the City. One way to raise cash
from FHA-insured mortgages is to sell them; the amount of gross proceeds that
can be realized in this way is approximately equal to the principal amount of
the insured mortgage, depending on conditions in the secondary mortgage market
at the time of the sale.

When the City started submitting applications for FHA insurance, it recognized
that on average, the principal amount of FHA-insured first mortgages would not
exceed 60% of the face value of the existing City mortgages; this also constituted
the level of gross proceeds that could be expected from sale of mortgages. Hoping
that a favorable interest rate on tax-exempt HDC bonds could increase the effective
return to the City from these mortgages, the City and HDC began in September 1976
the process of developing a bond issue backed by FHA~insured mortgages. After
soliciting proposals from several underwriters and commercial banks, HDC selected
a team to develop a public negotiated sale in which a group of mortgages would be
used as security for an aggregate amount of bonds, Work on an official statement
began and has continued intermittently. A number of problems related to security
and marketability still adversely affect the feasibility of a public sale,



In February 1977 First Pennco Securities, Inc., a subsidiary of First
Pennsylvania Bank (Annual Report, Exhibit A), approached HDC with a new concept
for a tax-exempt bond issue., HDC would issue a single bond backed by a single
mortgage to savings institution purchasers to be found by Pennco. Bonds would
pay interest at a rate of 6 1/2/ and the purchasers would commit to buy a
substantial amount of bonds at that interest rate and hold that commitment for
as long as a year. The purchasers would receive a commitment fee and First
Pennco would receive a fee Lor L1ts services 48 Droker in the transaction,

The proposal was attractive for several reasons. It would allow HDC to
lock in a 6 1/2% interest rate for a substantial time period, thus protecting
it from potentially adverse mortgage and bond market fluctuations. It would
allow HDC to issue bonds backed by mortgages as the mortgages became available,
rather than requiring an accumulation of mortgages as in the case of a public
negotiated sale, And a private placement would avoid the uncertainties surrounding
the resolution of the City Moratorium Payment Plan which were troubling the public
market at the time,

After consultation with the City Comptroller, the HDC board authorized First
Pennco to contact potential purchasers in HDC's behalf, The basic aspects of
the proposal were in place by mid-April, at which time the Corporation sought
an Internal Revenue Service ruling to confirm the tax-exempt nature of the
proposed bonds. The proposal before you reflects the requirements of the IRS
ruling (Exhibit B) as well as the result of negotiations among the purchasers,
First Pennco, HDC and the City,

Summary of the Proposal

For each FHA-insured mortgage from which HDC wishes to generate proceeds
by issuing bonds, HDC will issue one series of bonds in an amount equal to the
face value of the insured mortgage. The purchasers wiil buy the bond series
at par and each series will be allocated among the six purchasers as follows:

Purchaser Share
Metropolitan Savings Bank - 36.667 7
Greater New York Savings Bank 16,6665
West Side Federal Savings and Loan Association 16,6665
Astoria Federal Savings and Loan Association 13.333
Dollar Savings Bank of New York 8.3335
Manhattan Savings Bank 8.3335

The bonds will amortize at the same rate and have the same 40-year term as
the mortgages, but interest on the bonds will be paid at the rate of 6 1/2%,
which in all cases will be less than the interest rate on thie mortgages,
Under certain circumstances the term of the bonds may be extended for up tc one
year.

The purchasers will commit to buy $200 million in bonds at the 6 1/2Z, rate
and hold that commitment on the first $100 million through December 31, 1977 and
on the second $100 million through March 31, 1978, If HDC delivers the full
$200 million by October 30, 1977, the purchasers must buy another $100 million
of bonds by December 31, 1977, if HDC so desires, bringing the total potential
bond issuance to $300 million. However, it is not anticipated that HDC will binprép

able to deliver by October 31, 1977 enough bonds to trigger the purchasers'
cormitment to buy the third $100 million in bonds.
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The purchasers will receive a 17 commitment fee on the bonds issued, payable
upon issuance of the bonds. However, in order for HDC to retain rhe purchasers'
commitment, from time to time HDC must make dvance payments against
the 1% fee. This applies on1y“E3'EEE_E??;E"§gg5n:i?I%33"8?'553%%?‘33“5&65533s
against fees are required on the third $100 millions of bonds. Advance payments
of fees are nmot returnable should the bonds not be delivered.

First Pennco will receive a 1/2% fee for its services as broker; this fee is
payable only upon issuance of bonds,

HDC may decide which insured mortgages to use as security for bonds; the
purchasers must accept the mortgages and bonds offered by HDC. HDC may deliver
any number of bond series at any one time; no minimum blocks are required.

Proceeds from the bonds will be used to pay the costs of their sale, including
the fees to the purchasers and to Pennco, and to pay the costs of obtaining FHA
insurance on the underlying mortgages, as outlined in Schedule B~7a of the current
HDC Financial Plan (Exhibit C) or to raimburse the revolving account established
pursuant to the May 2, 1977 resolution of the Control Board for such costs.
Remaining bond proceeds will be deposited to the Escrow Account for City proceeds
established pursuant to Control Board resolutions. "

. 2fe

HDC will assign the insured mortgages to a trustee who will receive the debt
service payments from mortgagors and from Federal 236 interest reduction subsidies
on the mortgages every month. Forty~five days after the due date of the debt
service payments, the trustee will make payments on the related series of bonds.
Amounts received as debt service on the mortgages that are not required to pay
debt service on the bonds will be remitted to HDC by the trustee on a monthly
basis, Since in all cases, the interest rate on the underlying mortgages will
exceed the interest rate on the bonds, and the bonds will amortize at the same rate
as the mortgages, HDC should receive monthly arbitrage equal to the difference
between the two interest rates on the outstanding amount of the mortgage.

Out of the arbitrage generated in this way, each year HDC will pay the actual
cost of the trustee's services and will retain, in order to fund its own costs
of administering the mortgages, an allowance of 1/8% of the original principal
amount of the bonds, Initially, it will also build up a reserve fund, not to
exceed $1.5 million, to be used to pay bond debt service on a temporary basis,
Remaining amounts will be remitted as revenue to the City, on a monthly basis,
Pursuant to pending State legislation needed to clarify HDC's ability to issue
the bonds, amounts received by the City in this way will be credited as debt
service collections of the unpaid interest on the residual indebtedness of projects
participating in the refinancing program, thus speeding repayment of the second
mortgaf:s. The legislation required has Leen passed by both the Assembly and
the Seanate, ¢»d will shortly be referrad for the Gevermer's signature,

Each series of bonds will be secured only by the related revenues and the
underlying FHA-insured mortgages on that series. HDC will be obligated to pass
along to bondholders only those amounts that it actually receives from the
mortgagor or in its behalf from Federal subsidies or from the proceeds of
casualty or FHA insurance,



Advantages to the City

1. Potential return

The potential return to the City from the proposed bond sale is estimated
to exceed the potential return from the sale of mortgages Gy at least 15%. This
potential arises from a combination of greater upfront proceeds and annual
revenues during the life of the bond issue. Table 1 demonstrates how this
occurs by comparing the potential return to the City from a sale of mortgages
that have received $100 million of FHA insurance commitments with the potential
return from use of the same mortgages as security for the proposed bonds,

Mortgages prepared for sale receive FHA insurance commitments based on an
interest rate of 8 1/2%4; this rate applies both to those mortgages that receive
Federal 236 interest reduction subsidies and those that do not, But for the
bond issue, it is necessary to distinguish these two groups of projects.

Generally, to determine the amount of its insurance commitment, FHA analyzes
a project's income and expenses and calculates how much money the project should
be able to pay for debt service--principal and interest combined-~-on the project's
mortgage, Within a given dollar amount available for debt service, the principal
amount of debt that the project can support varies with the interest rate the
project must pay; reducing the interest rate increases the principal amount of
debt the project can support,

For mortgages that do not receive interest reduction subsidies under the
236 program, the City will take advantage of the lower interest rate on the bonds
primarily by obtaining from FHA insurance commitments written at the lowest
interest rate practicable under FHA regulations: 7 1/4%. This reduction from
the 8 1/27 interest rate used on mortgages prepared for sale increases the
principal amount of the FEA insurance commitment by about 14%; the higher
insured amount can then be used to back bonds, The increase in the insured
amount more than offsets the upfront commitment and broker's fees of the bond
sale as well as the additional FHA costs associated with the higher amount of
FHA insurance, thus gemerating higher gross proceeds from the bond sale transaction
than from a mortgage sale.

Since the 7 1/47% interest rate on the mortgage is still higher than the 6 1/2%
bond interest rate, the project also will generate ammual arbitrage t< HDC equal
to the 3/47 difference in the interest rates. The present value of the revenues
the City will receive from this future income stream is roughly equivalent to
5% of the faee value of the original mortgage.

For projects that receive Federal 236 subsidies, it is not possible to
increase the amount of the FHA insurance by reducing thé mortgage interest rate.
On these mortgages, the housing company is required by Federal law to pay debt
service on the mortgage as if the interest rate were 1%; the difference between
the 17% rate and the actual rate is paid by the Federal government, Reducing the
interest rate reduces the Federal subsidy but has no impact, either up or down,
on the amount of debt that can be supported by the housing project's own revenues
at the 1% rate required by law.
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1f 8 1/2% 236 mortgages were used to back 6 1/2% bonds, the interest
arbitrage to HDC would be a full two points. However, the tax ruling on the
proposed bond issue (Exhibit B) limits the spread between the adjusted yield
on HDC's bonds and the yield on the underlying mortgages to 1 1/2 points.
Since the bonds pay interest at 6 1/2%, the maximum interest rate on the
mortgages is 8 1/8%, as follows: 6 1/2% face rate on the bonds, 1 1/2% arbitrage
on the face amount of the bonds, plus 1/8% yield on the 1 1/2 points of commit-
ment and broker's fees. Since the maximum interest rate on 236 mortgages used
to secure bonds is 8 1/8%4, the arbitrage to HDC from these mortgages is 1 5/8%.
The reduction in the interest rate to 8 1/8% in order to meet IRS requirements
can be accomplished by amendment of the HUD 236 subsidy contracts, either prior
to or after the creation of the FHA-insured mortgage.

In terms of maximizing current proceeds only, it is more advantageous to
sell 236 mortgages than to use them as security for bonds. This is because the
bonds incur 1 1/2 points of upfront fees, which are not assumed to be required
in a sale of mortgages.

However, the present value of future revenues to the City from interest
arbitrage adds approximately 15% to the present value of a bond sale, making it
more advantageous to use 236 mortgages to back bonds than to sell them. This
increase in present value occurs because of the spread between the bond and
mortgage interest rates on these projects; it takes only slightly more than a
year's worth of City revenues from arbitrage to compemsate for the 1 1/2 point
upfront bond fees. The City expects to receive confirmation from HUD of the
possibility of the City benefiting from the arbitrage on the 236 projects,

Thus, for both 236 and non-236 mortgages, the bond proposal increases the
potential return to the City by at least 15% compared with a sale of mortgages.
In the case of the non-~236 mortgages, most of the potential additional return
is captured upfront as immediate proceeds, whereas in the 236 mortgages these
amounts must be captured over the term of the bonds,

Table 2 estimates for the comparison in Table 1, the arbitrage to HDC, the
annual revenues to the City (HDC arbitrage net of administrative costs and fees
estimated not to exceed 1/4% of the original principal amount of the bonds),
and the present value of those revemues. The mortgages will be paid on a level
debt service basis; however, the bonds will not be: they will be amortized at
the same pace as the mortgages, and the arbitrage to HDC in any year will be
equal to the difference in interest rate between the bonds, and the mortgages as
applied to the outstanding mortgage/bond debt, Thus, as the outstanding debt
declines, so will the amount of arbitrage available to HDC and, likewise, the
amount of revenues to the City.

Assuming that HDC's administrative costs require a full 1/4% of the original
principal amount of the bonds, in the early years of the bond igssue the City
would receive as revenues approximately $1,340,000 annually for every $100
million of original principal amount of bonds backed by 236 projects and $500,000
for every $100 million of original principal amount of bonds backed by non-236
projects.

The actual dollar amount of revenues that the City can expect will depend on
the breakdown of mortgages used to back bonds between 236 and non-236 projects,
If the full $300 million of bonds is issued and the projects are split equally
among 236 and non-236, the maximum full year's revenues to the City would be
approximately $2.8 million, which would decline as the bond issues mature.
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The availability of the annual revenues cannot be guaranteed. Failure of
the housing companies to make full debt service payments to HDC will reduce or
eliminate the annual arbitrage. However, in the sale of mortgages, there is
no possibility of either am increase in the upfront value of the FHA mortgage
or receipt of greater return through annual revenues,

2. Protection of City Interests

Should a mortgagor fail to make the full debt service payment required
under the FHA mortgage, the FHA mortgage will be in default. The mortgagee
must notify FHA accordingly, but then has the option of immediately assigning
the mortgage to FHA and claiming his benefits under the FHA insurance, or
attempting a work-out plan to cure the default.

For the refinancing program, FHA requires that the City set aside and keep
in escrow a Claim Payment or Reimbursement Fund equal to 5% of the insured
mortgages. This is one of the costs that must always be subtracted from the
gross proceeds of a refinancing transaction, whether in conjunction with sale
of mortgages or sale of bonds. If a mortgage is assigned to FHA, the City must
use this fund to reimburse FHA for 50% of FHA's loss, until the fund is
exhausted. The assignment of an FHA-insured mortgage to FHA also effectively
eliminates the City's residual indebtedness on that project, including any
Federal 236 subsidies related to it,

In the sale of mortgages, the City has no control over the assignment of
defaulted insured mortgages to FHA. Thus it cannot step in to protect the
Claim Payment Fund and the residual indebtedness by working out a plan to cure
the default.

In the bond propesal, HDC will have a limited amount of freedom to defer
assignment of a defaulted mortgage for up to one year while negotiating and
implementing a work-out plan acceptable to both the mortgagor and FHA that
brings the mortgage current within that time period.

To facilitate such work-outs, HDC and the City have agreed to provide an
HDC reserve fund to be built up out of the arbitrage generated by the bonds,
which could be used to keep bonds current where mortgagors’' payments are not
sufficient to do so and where the prospects for salvaging the project are good.
The fund will be equal to two months' debt service on the principal amount of
mortgages backing bonds, to the extent the debt service is not covered by 236
subsidy payments, but in no event is the fund to exceed $1.5 million.

Payment on bonds made out of this fund on behalf of a mortgagor would have
to be repaid by that mortgagor in the course of the work-out. While the fund
will benefit the bondholders, its use will be at the discretion of HBC to
protect the City's interests with regard to arbitrage, the Claim Payment Fund,
and the City's residual indebtedness.

While it may not be possible to save a mortgage in this way, the sale of
mortgages does not provide this opportunity at all,

3. Ease of Issuance

Once the Bond Purchase Agreement has been consummated, the issuance of bonds
should not be more difficult than selling mortgages on the secondary market. In
both processes, the key item is the creation of the FHA-insured mortgage; once
it exists, marketing is relatively straightforward., Since the bonds will be
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typed rather than printed, there are no extraordinary costs assoclated with the
transaction except for the commitment and broker's fees,

The purchasers' agreement will lock in a 6 1/2% interest rate through
March 1978, thus protecting the City from unfavorable mortgage market fluctuations.

Risks

In order to retain the purchasers' commitment to buy $200 million of bonds,
HDC will be required to make certain advance payments of fees to the purchasers,
according to the schedule shown in Table 3. Should HDC fail to deliver the
bonds to which those advance fee payments apply, those fee payments will be lost,

HDC now has ready for use to back bonds approximately $70 million in FHA-
insured mortgages.

If during the course of the refinancing program all advance commitment fees
are paid but no further mortgages are delivered for bonds, the total fees on the
first $70 million of bonds issued would be $2.35 million, made up of $700,000
in commitment fees and $350,000 in broker fees on the bonds actually delivered
and $1.3 million of commitment fees on the $130 million of bonds rot delivered,
effectively raising to 3 1/3 points the upfront costs of issuing $70 million in bonds.

If the first $100 million of bonds is delivered but the second 5100 million
1s not, the total potential loss of fees is $1 million, which would bring the
effective cost of issuing $100 million of bonds to 2 1/2 points,

However, the advances on commitment fees will not be paid all at once. Before
making the payments to keep the purchasers' commitment in effect, the City will
have the opportunity to decide whether it is reasonable to do so based on its
evaluation at the time of the probability of its delivering mortgages on the
related bonds,

At the execution of the bond purchase agreement, which will be simultanecus
with the delivery of the first bonds, HDC will pay to the purchasers as commitment
fees: 1) 1% on the bonds delivered, 2) 1/6% of the portion of the first $100
million in bonds not delivered at that time (assuming the agreemsnt is executad _
in July, 2/67% if it is executed in August), and 3) 1/2% of the second $100 million
in bonds,

In addition to the $7 million of FHA-insured mortgages held by HDC which can
be used to back bonds, HDC holds $80 million in FHA coumitments that are
potentially usable for this purpose. Also, the City has pending at FHA another $57
million of insurance applications and will be submitting additional projects for
FHA insurance. Thus, the City has reason to believe that it will have the capacity
to deliver the $200 million in bonds for which advance payments of fees will be
made at the time the bond purchase agreement is executed.

Impact on the Covered Organization

HDC will be establishing an entirely new program completely separate and
apart from its activities under its Genmeral Bond Resclution., Administrative
costs will be covered by revenue generated by the Multifamily Housing Limited
Obligation Bonds; bonds will be payable only out of the related mortgages and not



Table 3

SCHEDULE OF ADVANCE PAYMENTS ON COMMITMENT FEES

Period of Commitment

Bond Purchase Agreement

July
August
September
October
November
December
January
February
March

Payment Based on Bonds not Delivered

First
$100 million

1/6%
1/6%
1/6%
1/6%
1/6%
1/6%

Second
$100 million

1/2%

1/6%
- 1/6%
1/6%

Third
$100 million

NONE

NOTE: Payment of fees in a given month extends the purchasers' commitment on
that $100 million of bonds (or the portion still to be isaued) for that moath

only or until the next fee payment is required.

However, payment of the last

fees on the second $100 million of bonds extends the purchasers' commitment
for the four-month period through March 1978.



from any other funds of the City, the State, or HDC. Default of mortgages in
the refinancing program should not affect adversely the rest of HDC's housing

program.

HDC will be responsible for monitoring the financial operations of a
substantial number of mortgagors--perhaps 50 to 60; this is a large expansion
for a small, tightly-knit organization.

HDC's primary responsibility will be to ensure that the FHA insurance on
its mortgages remains in effect, since this is the main security for the
principal amount of the bonds to be issued. To ensure that mortgagors make
all required payments and comply with FHA regulations, HDC will be required
to hire additional staff, Administrative costs will be paid for out of the
annual arbitrage to HDC generated by the bond deal. Such costs are estimated
not to exceed 1/4% of the original principal amount of the bonds annually
50,000 on $100 million) made up of an allowance of 1/8% for HDC's own costs
and the actual cost of a trustee, Depending on the amount of bonds issued, HDC
may have to hire four or five new staff including one or more bookkeepers,
analysts and appraisers.

There 1s no question that this is a substantial undertaking. However,
the City believes that the potential financial advantages to the City of the
proposed HDC bond issue outweigh the administrative burden that must be
assumed by the cgvered organization.

Items for EFCB Approval

Accordingly, approval of the EFCB is requested and recommended for the
following items:

l., 1Issuance of bonds.

The bond purchase agreement between HDC and the six savings institution
purchasers (Exhibit D) secures the institutions' commitment to buy bonds and
provides for the payment of fees to the purchasers and Pemnco. The General
Bond Resolution for Multifamily Housing Limited Obligation Bonds (Exhibit E)
defines the responsibilities of the purchasers, HDC and the trustee for bond-
holders for the entire bond issuance program, Issuance of each series of bonds
backed by one insured mortgage will require a Series Resolution (Exhibit F); the
form of this resolution will be the same for all series to be issued,

2. City~-HDC Assignment Agreement

An amendment to the Assignment Agreement between the City and HDC (Exhibit G)
provides for the disposition of the bond proceeds and for the disposition of the
annual arbitrage to HDC. It also provides for the assignment of all the City's
potentially refinanceable Mitchell«Lama mortgages to HDC, with mortgage servicing
to be continued by HDA until the mortgage actually becomes FHA-insured.

3. HDC Financial Plan

Amendment of the HDC Financial Plan is required to reflect authorization to
issue bonds and to provide for the use of boud proceeds, the collection of debt
service on the FHA~insured mortgages, payment of debt service on the bonds,

allowance for HDC's administrative cosSts, establishment of the reserve fund,
aud remittance of excess funds to the City.
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The proposed amendment (Exhibit H) does not affect the body of the HDC
Financial Plan approved by the Control Board om October 1, 1976, as it relates
to HDC's General Housing Bonds, since the proposed Limited Obligation Bonds
are secured by and to be administered out of revenues generated by the FHA~
insured mortgages and not by any other funds available to HDC.

The estimates in the proposed Plan Amendment are consistent with issuance of
the maximum amount of bonds-=~$300 million~-covered by the Bond Purchase Agreement.
However, issuance of this amount of bonds ia considered unlikely and HDC has wide
latitude in the time of issuance of the bonda, Therefore, the precise amounts due
from the mortgagors and from HUD and the amounts of debt service to be paid on the
bonds on a monthly basis will not be known for some time. No amendment to the City
Financial Plan is required or sought at this time.

4. Contracts

A proposed contract (Exhibit I) between HDC and the firm of Hawkins, Delafield &
Wood is required to pay for bond counsel services in connection with the bond sales.
Fees consist of a base payment of $35,000, plus $,50 per $1000 of bonds for the
firat $100 million of bonds issued and $.25 per $1000 thereafter, plus actual

out-of-pocket expenses. The contract is not expected to exceed $171,000, payable
out of the proceeds of the bond sale,.

HDC is currently seeking competitive bids (Exhibit J) for award of a contract
between it and a financial institution which will act as the trustee for bondholders.
The City expects to certify the contract as consistent with the proposed amendment
to the HDC Financial Plan. Control Board approval is requested subject to review
by the Special Deputy Comptroller and his finding that performance of the contract
is not inconsistent with the Financial Emergency Act or the HDC Fimancial Plan.

Status of Necessary City Approvals

The bond issue must be approved by the board of the Housing Development
Corporation, and the City Comptroller must approve the private sale of bonds
by HDC as required by Article XII of the Private Housing Finance Law. Both
approvals are expected to be forthcoming and the City will keep the Control
Board informed of their status.

No other City approvals are required.

Very truly your

(224

John C, Burtom
Deputy Mayor for Finance



Chairman

Iugh L. Carey, Governor

Board Members

Arthur Levitt
Comptroller

Abraham D, Beame
Mayor, City of Now Yaork

tHtarrison J. Goldin
Comptroller, City of New York

David 1, Margolis
Felix G. Rohatyn

Mr. Eugene Keilin
Executive Director

State of New York
Emergency Financial Control Board
For the City of New York

270 Broadway
New York, New York 10007
{212) 488-4294

July 18, 1977

Municipal Assistance Corporation
2 World Trade Center

New York, New York

Dear Gene:

i)
3%

o \,_/ '
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Stephen Berger
Executive Diractor
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In connection with plans to refinance a substantial
amount of Mitchell-Lama mortgages held by the City, the Housing
Development Corporation proposes to enter into various agreements
under which the refinancing would be effected through issuance

of HDC bonds.

Although we have not yet received the formal City

submission concerning this proposal, conferences have been held
with representatives of the City concerning their plans and I
am advised that members of your staff have participated in these

conferences,

Under Section 7.1 (f) of the Financial Emergency Act,
MAC and the EFCB are to consult and coordinate with regard to
borrowings by the City or covered organizations and I would
appreciate receiving your views on the proposed HDC bond issuance.
We are presently scheduling a briefing on this matter for appointed
members of the Control Board on Thursday, July 21, 1977 and I
would be grateful if you or a member of your staff could arrange
to attend that briefing.

E

/ '
Sinterely, ,

¥
i H
it i

i

" stjpehen Berger
K| .



STATUS OF REFINANCING
At July 15, 1977

Number FHA Amount Net Proceeds
Of Projects to City

Insured Mortgages

awalting disposition 1> S 70 m 56 m
FHA Commitments 17 85 68
Pending at FHA 10 55.3 44
Total for Backing Bonds 38 207.2 $166 m
Exclusive of

Mortgages Sold 6 21.0 17 m

of which, closed 5 18.4 _ 15

pending 1 2.6 2 m

Total Bonds and Mortgages Sales 44 228.2 $183 m



Pennce bond issue
DRAFLY 778177

T the Emergency Financlal Control Board

Genltlemen:

This submisgssion refers for roeview and approval by the Emergency
Financial Control Board the proposal of the New York City Housing
Develeopment Corporation to issue up to $300 million of bonds, backed
by an equal amount of FHA-insured City Mitchell-Lama mortgagesjin
order to generate proceeds in the City's Mitchell-Lama refiinancing
program. .

The interest rate on the bonds williﬁ%%, which in all cases will
be lower than the interest rate on the underlying mortgages. The
Coxrporation acts as the City's agent in this program.

The proposed Multifamily Housing Limited Obligation bonds would
be issued without establishing a Capital Reserve ¥Fund and bondholders
would have no call upon any funds of the City or the State. The
bonds would be purchased by a consortium of six savings institutions
in the City.

The Contrel Board has previously approved another method of
genarating proceeds for the refinancing program -—-— the outright sale
of the FHA-insured pyéﬁion of City Mitchell-Lama mortgages. In the
proposal before you, the FHA-insured mortgages would not be sold;
instead thoy would be retained by lIDC and held as security for the bonds.
For each FHA-~insurced mortgage HDC would igssue an individual series
of Multifawmily Housing Limited Obligation Bonds. Each project's monthly
mortyage payments to HODC would be used by HDC to make monthly debt
service paymoents on the related scries of bonds. Fach series of bonds
will be secured only by revenues attributable to the underlying mortgage
on that bond series and not by any other rovenues of HDC or tha City.

The purpose of this proposal is to increase the overall return

to bthe City Jfrom the relinancing progran, compaved to the roturn that



C {.
can be realized by the salc of mortgages.  This possibility exists

I Uﬂ

because the 64%% interesi rate on HDC's bonds will be lower than the \%w

84%% intercst rate used on FHA-insuvred mortgages prepared for sale.

The City cen take advantape of this lower interest race in two ways, First,
the interest rate on the mortgeges can be reduced, consistent with the rate
on the bendsz, This increases the amount of debt a given debt service paynent
can suppart, thus ipcreasing the amount of the FiA-insured movtgage and the
ultimate proceeds to the City, Second, the differenci’  between the amount
received by HPC as debt service on a mortpape an;d Ehe amount that HDC must
Lol .

pay itsLhold&rs can be transmitted to the City as revenue on a monthly basis,
thus penerating over time the equivalent of greater immediate proceeds.

The City estimates that overall, either thrgugh higher imsediate
proceeds or anaual vevenues {or the next 4O years, use of morigapes to back

the proposed bonds has the potential for generating approximately 15% more hura

to the City than v eould be realized by sale of the same mortgages,

Preparations for the proposed bond issue are Jjust about complete, and
HDC has in hand approximately $50 million in FHA-insured mortgages
thal can be used imnediately as security for bonds. To permit the
bond sales to begin, this submission raquésts approval of the Emergency
Financial Control Board of the following:

1. Issuance of bonds by the Housing Development Corporation

in an amount not to excecd $ 300 million, and relatled agreements.
—— PR

2. Amendment of the HDC Financial Plan +to accommodate th; bond
issue,

3. Contracts between IDC and bond counsel for lecgal services
related to issuance of the bonds, and between IDC and a banking
institution, to bo designated, for trustece services as required

by the bond resoclution.

)

.



Development of the Provosal
Under the refinancing progrém, the City submits individual City
Mitchell-Lama mortgages to the Fedeoral Housing Administration for FHA
insurance. Following granting of an insurance commitment by FHA, a
mortgage is divided into two parts: an IdA-insured first mortgage
which is used to gencrate proveeds, and residual indebtedness, which is held by the City,
When the City started subnmitting applications for FPHA insurance
in September 1976 it realized that on average, the FHA-insured First
nortgages would not exceed 60% of the face value of the existing
City mortgage. Hoping thal a favorable interest rate on tax~ exempt
HDC bonds could held increase the effective return to the City from
these mortgages, the City and HDC began in Oétober 1976 the process of
developing a bhond issue backed by FHA-insured mortgages. After soliciting
proposals fTon. gaveral underwriters and commercial banks, HDC selected
a team to develop a public negotiated sale in which a group of mortgages
would be used as security for an aggregate amount: of bonds. Work on an

official statement began and has continued intermittently.



In February 1977 the First Pennco Corporation (Exhibit AY,

& subsidiary of Tirst Pennsylvania Bank, approached HDC with a new
concept for a tax-exempt bond igsue. HDC would issue a single bond
backed by a single mortgage to savings institution Purchasers to he
found by Pennco. Bondsg would pay interest at a rate of 6%% and the
purchasers would commit to buy a substantial amount of bonds at that
interest rate and hold that commitment for as long as a year. The
purchasers would receive a commitment fee and First Pennco would
receive a fee for its sexvices as broker in the transaction.

The proposal was attractive for several reasons. It would allow
HDC to lock in an attractive interest rate fér a substantial time period,
thus protecting it from disadvantageous mortgage and bond market fluctua-—
tions. It would allow HDBC to issue bonds backed by mortgages as the
nortgages heeame available, rather than requiring an sccunulation of mortgares,
TRyl meamn And a Private placement would avoid the uncertainties
surrounding the resolution of the City Moratorium Payment Plan which
were troubling the public market at the time.

After consultation with the City Comptroller, the HDC hoard
authorized First Pennco to contact potential purchasers in HDC's behal f.
The basic aspacts of the proposal were in place by mid-April, at which
time the Corporation sought an Internal Revenue Service ruling to
confirm the tax-exempt nature of the proposed bonds. The proposal before
you reflects the requirements of IRS (Exhibit B) as well as the result: of

negotiations amony the purchasers, Flrst Pennco, HDC and the City.



The Pond Pronosal

For each FHA-insured mortrare from which HDC wishes to generate procecds by
issuling bonds, HDC will issue end the purchasers will buy at 0ar. g series of bonds
equal in face value to the face value of the insured mortgase, Each series of bonds

will be allocaeted amon® the six purchasers as Tolilows:

Purchaser Share
Metropolitan Savings Bank 36.667 %
Greater New York Savings Bank 16.6665
West Side Federal Savings and Loan Assoc. 16.6665
Astoria Federal Savings and Loan Assoc. 13.333
Dollar Savings Dank of Naw York 8.3335

Manhattan Savings Bank : 8.3315

The bonds will amortize at the same rate and have the same 40-~year term as
the mortgages, but interest on the bondg will he paid at & rate of 6 1/2%, which
in all cagses will be less than the interest rate on ﬁgﬁ&mcrtgages. Undexr certain
ciﬁémstances the toerm of the bonds may be extended for up to one year,

The purchasers ¥ill commit to buy $200 million in bonds at the 6 1/2% rate
and hold that commitment on the first $300 million throusgh December 31, 1977 and on
the second $100 million thwough March 31, 1978, If HDC delivers the full $200
million by October 31, 1977, the purchasers must buy enother $100 milllon of bonds
by Decenber 3%, 1977, if HDC so desires, bri%?ng the total potential bond issuance

to 5300 million,

The purchasers will recelve a 14 commitment fee on the bonds issued, payable

[
~T7
upon the closing of the bonds, ilowever, in order for HDC to retain the purchasers!
fa e g
commitment, from time to time HDC must malke certain advance. agzainst the 1% fee,

This applics only to the first $200 willion of bonds}; no advances against fees are
required on the bthird $100 million of bonds,
Fivst Yennco vill veceive a 1/24 fee for its services as brokerj this fea

is payable only upon issuance of bonds,

e



HDC may decide which jnsured mortpages to use as security for bonds; the

piurchasers must accept the mortpages and bhonds offered by HBC,
Proceeds from the bonds will be used to pay the costs of their

s2le, dincluding the fees to the purchasers and to Pennco, and to pay the costs
of obtainiup FUA insurance on the underlying mortgapges, as outlined in Schedule BeTa
of the HDC Financial Plan (Exhibit C) ox to reimburse the revolving&account established
pursuant to May 2, 1977 resolution of the Control Board for such costs, Remaining
bond proceeds will be deposited to the Escrow Account for proceeds established
pursuant to Control Board resolutions,

Since HDC will be holding the insured mortgapges, it will recejve '
debt senvice paymetts from mortgapgors aud from the Federal 236 interest reduction

every month
subsidieﬁt These payments will be deposited with the trustes for bondholders and
4% days after the due dalte of the debt service collection, the trustce will make
payments. on the related series of bonds, Since in all cases, the interest rate
on the underiying mortgages will exceed the interest rate on the bonds, and the
bonds will amortize at the same rate as the mortgapges, HDC should receive
monthly arbitrape equal to the differenue betwoeen the two interest rates on the
outstanding amount o:f the mortgape.

The arbitrage gencerated in this way will be used by HDC to fund its costs
of administering the bond program, not to exceed 1./6% of the original principal
amount of the bonds each year, and to build up a contingency fund, not to exceed
$1,5 million, Remaining amounts will be remjtted as revenue to the City,
on a monthly basis. Pursuant to State legislation amounts received by the City
in this way will be credited as debt sexvice collections of the unpaid interest on
the : residual indebtedness of projects participating in the refinancing program,
thus speeding repayient of the second mortgages,

Each series of beonds will be secured only by the revenues attributable to the
underlying mortgage on that series, HDC will be oblipated to pass along to bond-
holders only those amounts that it actually recelvel from the mortgapor or in its

behalf from Federa subsidies or from the proceeds of casualty or FHA insurance,



Advantages to the City

1. Potential return.

The potential rveturn to the City from the proposed bond sale is esfimated
to exceed the potential return from the sale of mortpepes by at least 15%,
This potentia} arises from a combination of greater upfront proceeds -+ and
anpual revenues during the 1ife of the bond issue, lable 1 demonstratesy how
this oocurs by COmpéring the potential return to the City frem a sale of $100
mitlion of ThA-insured morigazes with the potential retuzn from uvse of the
same mortgapes as seourity for the . proposed bonds,

Mortpages prepared for sale are insured by FHA at an interest rate of
8 1/2%3 this includes both those mortgapges that recelve Federal 236 interest
veduction subsidies and those that de not., DBut iq the bond issue, it is necessary
to distinguish these two groups of projects.fﬁﬁmr projects that do not
receive interest reduction sulbsidies under the 236 . program, the City will
take advantage of the lower interest on the bonds primarily by reducing the
interest rate on the underlying mortgages from 8 1/2% to the lowest vate
practicable under FHA regulationss 7 1/4%Z, This increases by about 14% the amount
of the THA~insured mortgage,- ' S . _ e
whtich. more than offsets the upfront fees of the bond deal and the higher costs
of FHA insurance, thus generating higher gross proceeds from the bond sale transaction,

(thJiifFo;onfL betweon tha 7 y%/ morteage rate and the 6 1/2% bond @)

The project also will throu off 3/4% in annual) arbitrage to HDC A which results in
a limited amount of additional annual revenues over the eouvse of the bond issue,
rofjehly equivalent to 57 of the currvent face value of the original mortgage

For projects that receive Federal 236 subsidies, it is not advantageous to
reduce the mortgare interest rate, This is because on these mortpgages, the
housing company is required by Federal lew to pay debt service on the mortgage
as if the interest rate were 1%4; the difference between the 1% rate and the
actual rate is paid by the Federal pgovernment, Reducing the interest rate
reduces the Federal nubﬁj}y but deoes pot increase the amount of the FPHA-insured
mortpapse becaunse the housing project's own revenues are not capable of supporting

a larger mortgage at the 11 rate, as would be roequired,
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The tax ruling on the proposed bond issue 1imits the spread batween the
adjusted yield on HDC's bonds andﬁha yield on the underlying mortganes to

(imilztﬁbintgzj Since the bonds pay interest at 6,5%, the maximum interest

7fété on the montgages i£;8 1;%2} as followss 6,54 face rate on the bonds,

1.5% arbitwage on the faceutﬁ;;nt of the bhonds, plus 1/87 as yield on the /)
1 1/2 points of commitment and brokerst fees to be paid to the purchasers

and Pennco, Thus the maximum intorest rcate on a mortgage used to secure bonds
is 8 1/8%,

In terms of maximizing current proceeds only, it is more advantagcous
to sell 236 mortgages then to use them as security for bonds, Thi;fbecause
the bonds iuncur 1 1/2 points of upfront fees, which are not assumed to be
required in a sale of mortgages,

However, when the present value of future revenues to the City is taken
into account, it quickly becomes more advantapeous to use 236 mortgages to
back bonds than to sell them, This is becausé the spread betwean the bond
and mortgage interest rates on these projects is quite ample: it would take
only a little bit more than a year's worth of City revenues from arbitrage to
make up for the 1 1/2 point upfront bond feesc, thus catching up with the value
of the mortgage sale, The remaining 38 years of arbitrage add the equivalent
of current value that makes the bond sale preferable to the mortpage sale for
these projects,

Table 2 estimates for the comparisen in Table 1, the arbitrase to HDC,
the annual revenues to the City (HDC arbitrape net of fees not to exceed 1/4%
of the original principm? amount of the bonds), and the present value of those
revenues,  Sinee the bonds and mortgages will amortize at the same rate, the
arbitrzge to HDC in any vear will be equal to the differcnce hetween the bond

and interest rates as applied to the outstanding mortgage debt, Thus, as the

outstanding debt declines, so will the amount of arbitrage availlable to HDC

and,t likewise, the amount of revenues to the City,
The actual doiler amount of revenues that the City can expect will depend

on the Dhroaldown of mortearoac (1o to hanh Bierels Betwoesm 730 ol 1w
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_9..,
236 projects, If the full $300 million of bonds is issued and the projects
are split equally amonp 236 mnd non-236, the maximom [0ll year's revenues to

the City would be approximﬁgly $2,8 nmillion, which would decline as the bond
"

issue matures,

The availability of the annual revenues cannot be guaranteed, Fallure of
the housing companies to make full debt service payments to HDG will reduce or
eliminate the annual aribtrege. However, in the sale of mortgapes, there is
no possibility of either an increase in the upfront value of the I'HA mortgage
orreceipt of greater return through annual revenues,
2. Protection of City interests,

Should a mortgagor fail to make the full debt service payment required
under the FHA mortgage, the FHA mortgege will be in default., The mortgagee

must notify FHA accordingly, but then has the option of

imnediately assipning the mortpage back to FHA and secking his insurance ¢lalm,
or attempting a workwout plan to cure the default,

For the vefinancing program, FHA reguires that the City set aside and
keep in escrow a Claim Payment Fund equal to 5% of the insured mortgages.
This is one of the costs that must siways be subtracted {rom the gross proceeds
of a reofinancing transaction, whether in conjunction with sale of mortgapes or
sale of bonds., When a mortgage is assigned back to FHA, the City must use this
fund to reimburse FHA for S50% of its loms, until the fund is exhausted, The
assicnment of an FHA-insured mortgase to FHA aleo effectively eliminates the
City*s vesidual indebtedress on that project, ihcluding any Tederal 236 subsidies
related te it, When a movtgage is sold, the City has no controel over the it
assignment of defaulted insurcd movtgapes to FiHA, Thus it canneot step in to E
protect the Claim Payment Fund and the residual indebtedness,

Lah]

As mortgarec in the bond proposal, HDC will have a limit  ed amount of
freedonm to : hold a defaulted mortgape for up to one year while negotiating
and implementin- a work-—out plan acceptable to both the mortgagor and FHA that

brings the mortease current within that time eriod,
L o P
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To facilitate such work-:uts, HDC and the City have apreed to provide
an IDC continpency fund to be bullt up oul of the arbitrage generated by the
bonds, which could be used to keep bonds current where mortgapors' payments were
ot sufficient to do so and where the prospects for salvaging the project were
good, The fund will be equal to two moiiths' debt service on the princiapl
amount of bonds outstanding, to the extent the bond debt service is not
covered by 236 subsidy payments, but in no event to exceed $1.5 million,

Payments on bonds made out of this fund in behalf of a mortgagor would have
to be repaid by that mortgapor in the course of the work-out, <Thu use of the
fund will be at the discretion of HDC and the City for the City‘s protectionj
the bondholders will not have any rights to the fund,

While it may not always be possible to save a mortgage in this way, the

snle of mortgages does not provide this opportunity at all,

3. Ease of issuance

Once the Bond Purchase Agreement has been conswwnated, actually issuing
bonds should be no more difficult than selling mortgages on the secondary market,
QN both processes, the key item is the creation of the FHA-~insured mortgages
once it exists, marketing is relatively simple. Since the bonds will be typed
rather than printed, there are no extraordinary costs associated with the
transaction except for the commitment and broker's feaes, These are offset,
however, either by greater upfront proceeds or their equivalent over time,
as discussed above,

The purchasers agreement will lock in a favorable interecst rate through

unf{avonable
March 1978, tihus protecting the City from - R © . mortgage market fluctuations,

giskq

HDC will be reguired to make cerxtain advance payments of fees to the
purchasers, Should HDC be unable to deliver the bonds to which those advance

fee payment§apply, those fee payments will be lost,



The City now has ready for use to back bonds approximately $50 million
in FHA-insurcd mortpages, and another $ miilion in FHA commitments that
are potentially usable for this purpwse, In addition, the City believes that
it will be submitting sufficient additional projects for FHA insurance to create
the capacity to deliver 3200 million in bands for which advance payments of
fees may be made, Stneo-thesbogsosncool Since the amount of bonds issued is
tied to the gross proveeds of FHA-insured mortgages, which s £l probably
20% higher than the net proceeds to the City of such transactions, it is ﬁossible
for the City to Fall substaantially below its cash flow target and still meet
its commitment to dellver mortgages for bonds, Ehe maximum amount of advance
feecs involved ig $2 milliong it is unlikely that the City will be unable to
produce the greater portion of the $200 milllon in mortgages required, so that
any losses,if they do occur, will be considerably smaller than that,

It may be possible that the mortgage market may fluctuate in the City's

favor or that another way of obtaining proceeds from refinancing becomes more

. f
attractive, Analysis of the attractiveness of that approach would have to ﬁﬂ ﬂﬂgdﬂwi
M
gt
tifae into account the potential loss of advance payments on commitment fees placsse AV
ALA

made by HDC in connection with this bond issue,

Impoant on the Covered Orpgaunization

HDC will be establishing a role as mortgagee in aan entirely new program
completely separate and apart from its activities under its General Bond Resolution,
Administrative costs will be covered by revenue generated by the Multifamily Housing
Limited Obligation Bonds; bonds will be payable only out of the related mortgapes
and not from any other funds.qgﬁthewgity, the State oxr HDC, Default of mortgages f
in the refinancing prograT?Should qq% affect adversely the rest of HDC's housing
program,

As mortsag e, HDC will be responsible for supervising the financial

operations of & substantial number of mortgagers —— perhaps 50 to 60 --; fhis is
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a large expansion for a small, tightiy-knit organization,

As mortpgagee, HDCts primary responsibility will be to insure that the
FHA insurance on its mortgages remains in effect, since this is the main
security for the principal amount of the bonds to bhe issued, To ensure that
mortgarors make all required payments and comply with I'HA repulations, HDC
will be required to hire additional staff. Administrative costs will be
paid for out of the annual arbitrape to HDC generated by the bond deal,
Such costs may not exceed 1/4%7 of the orignal princlpal amount of the bonds
annually ($250,000 on $100 million) made up of 1/8% for HDC's own costs plus

other actual costs approved by the City Comptroller, Depending on the amount

TN Ve E

%0 bondsissued, HDC may bave to hire four or five new staff including one or w
' .

more bhookkeepers, analysts and appralisers,
There is no question that this is a substantial undertaking. However, 'ﬁ.:_f!iy
the City believes that the potential financial advantages to the City of the
proposed HDC bond issue outweipgh the administrative burden that must be
assumed by the covered organization, Accordingly, approval of the EFCB is
requested and recommended for the following items:
1, Issuance of bonds.
The bond burchase agreement between HDC and the six savings bank purchasers
(Exhibit ) aeéutes the institutiqqg‘ oommitment to buy boan and provides for

Genelfgl = v T T T e
the payment of fees, <Vhejbond Resolution for Multifamily lousing Limited

Obligation Bonds (Hxhibit 5 defines the responsibilities of the purchasers, HDC
and the trustee for bondholders, for the entire bond issuance propram. Issuance
of each series of bonds backed by one insured mortgage will require a Series
Resolution (Exhibit }; the form of this resolution will be the same for all
series to be issued,
An amendment to the Assignment Agreemant between the City and HDC provides o
. e

for the disposition of the bond proceeds and for the disposition of the annual

arbitrage to UDC., It also provides for the assignment of all the City's
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potentially refinanceable Mitchell-Lama mortgaées to HDC, with mortgage
servicing to be continued by HDA until the mortgage actually becomes FHA-insured,
2, HDC Financial Plan

Amendment of the HDC Plan is required to reflect a'utﬂ?&izanion to issue
bonds and to provide for the use of bond proceeds, the collection of debt
service on the FHA-insured mortgages, payment of debt service on the bonds,
allowance for HDC's administrative costs, establishment of the contingency
fund and remittance of excess funds to the City.

The proposed amendment (Schedules » Exhibit ) - . : .
generally does not affect the body of the HDC Financial Plan approved by the
Control Board on November 2, 1976 as it wrelates to HDC's General Housing Bonds,
since the proposed Limited Obligation Bonds are secured by and to be administered
cut of revenues generated by the FliA-insured mortgagesand not by any othir funds
available to HDC,

The estimates in the proposed Plan Amendment are consistent with issuance
of the maximum amount of bonds == $300 million-- covered by the Bond Purchase
Agfeement. However, issuance of this amount of bonds is considered unlikely
and HDC has wide latitude in the timing of the bond issuance. Therefore, the
precise amounts due from the mortgppors and from HUD, and the exact amounts
to be paid on the bonds on a monthly basis will not be known for some time,
3..Contracts

A proposed contract (Exhibit ) between HDC and the firm of Hawkins,

Delafield and Wood is required to pay for bond counsel services in connection

with the bond sales, Fees are based on a one=time payment of 3
plus § per $ of bonds issued, The contract is not expected to
exceed $ s bayable out of the proceeds of the bond sale.

HDC is currently sceeking competitive bids (Exhibit ) for award of
a contract between it and a financial institution which will act as the
trustee for bondholders, Since the contract will be awarded to the lowest

bidder upon the approval of the City Comptroller, and the bond issue cannot



go forward without hiring of a trustee, the City requests that the Board provide
Wiy beatvach

*

for expedited review of this contract when Be is ready.

Status of Necesasary City Aporovals

The members of the Housing Development Corporation are expected to approve
this bond issue on July 12,1977, Thereafter the City Comptroller is expected to
approve the private sale of bonds by HIC as required by Article XII of the
Private Housing Finance Laﬁ.

No other City approvals are required.

Very truly yours,

John C, Burton
Deputy Mayor for Iinance
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SUMMARY OF PROJECTIONS FOR REFINANCING CITY MITCHELL LAMA PROJECTS UNDER SECTION 223 (F)

TOTALS ASOF

orig. 1/3/77

HDA

SUBMISSIONS

Number of Projects
Original Mortgage Dollar
Mortgage Requested

Percentage of Original

COMMITMENTS

Number of Projects
Original Mortgage Dollar
Gross Commitment

Percentage of Original

MORTGAGE CLOSINGS

Number of Projects

Criginal Mortgage Dollar

Gross Commitment

223f Costs (18% of Gross Commitments)
Net Dollar vield

Percentage of Original

revised, 7/77

JULY 7, 1977

42
$ 395M
$ 230M

5938

31

273.8M

W

163.8M

<

59.8%

‘12
$ 105.4M
$ 58.1M
$ 10.5M
$ 47.6M

45.2%

PROJECTIONS

December 31, 1977

97
$1270M
$ 680M

54%

(SEE BELOW)

95
$1260M
638M

$ 113M
$ 525M
47%



STATUS DATE: JULY 7, 1977

COMPARATIVE SUMMARY OF REFINANCING CITY MITCHELL-LAMA PROJECTS UNDER SECTION 223(F)

PENDING STAGES

) . . Housing Company  Housing Company Immediate
Project Class  Project Type |HDA Data Collection Briefing Documents Submission to HUD HUD Commitment  Mortgage Closing | Mortgages Closed -
Previous Present Previous  Present Previous  Present Previous  Present Previous  Present Previous  Present
A. COMPLETED CITY MITCHELL—LAMA PROJECTS

SECTION 236 Rentals {28 projects) O, 0 0 0 7 4 0 3 5 2 1" 7 12

FAIR MARKET Rentals {33 projects) 0 o 2 2 15 11 0 1 1% 7 3 12 None
SECTION 236  Co-Ops { 7 projects) o 0 3 3 4 4 0 o 0 o 0 o - None

FAIR MARKET Co-Ops (30 projects) 1 0 11 12 16 16 "0 0 2 2 o 0 None

JOTAL ( 98 projects)

B. CITY MITCHELL—LAMA PROJECTS UNDER CONSTRUCTION

SECTION 236 ~ Rentals (5 projects) 4 3. 1 2 0 o 6 0 g ¢ o 0. Neone
SECTION 238 Co-ops (2 projects) 0 0 0 0 2 0 o 2 0.0 0 ¢ None
SECTION 8 Rentals {1 project) ¢ 0 6 0 i1 6 0 6 O 0 o0 None
3 FAIR MARKET Rentals {1 project) 0 0 . 0 0 1.1 0 0 0 0 0 0 None
N TOTAL {3 projects)
~
Y
R TOTALSASOF: May 20/June 10 8 5 3% 16 25 47 0 .0 24 23 14 14 5
§ . June 10/July 7 .5 3 17 19 46 37 0 s 23 11 14 19 12
Apr. 15/May 2 g 9 3B 34 26 25 3 0 20 25 14 13 4
May 2/May 20 9 8 34 35 25 25 c o 25 24 13 14 4

NOTE: Three prejects dropped from program {6-16t07-6)

L



The City of New York
HOUSING AND DEVELOPMENT ADMINISTRATION

223f REFINANCING PROGRESS REPORT

COMPLETED 236 RENTALS STATUS DATE __ JULY 7, 1977 3
PROJECT DESCRIPTION DATA PROCESSING STAGES
PROJECT NAKE UNITS ORIGINAL HOUSING SUPV. |FISCAL AFFAIRS! CONSULTANT HOUSING £0. . ch. HUD . MCRTGAGE REMARKS
MORTGASE Management Data | Financial Info, Review/Briefing Documentaticn Final Review Analysis CLOSING

# 1. BAY TOWERS 374 $ 14,420,500 ; §+14 CLOSED 1.
*2. BEDFORD GARDENS 639 25,296,700 * Housing Comp Wi:l Not Sign z.
*3. BLVD.TOWERS It 354 14,408,000 ! i ; : 6+23 CLOSED 3.
4. CLINTON TOWERS 395 17,175,800 dioriona erae® 4 29 CLOSED 4.
® 5 COLUMBUS MANOR 202 5,695,000 : i &-27 749 5.
E b D.CA 215 6,750,000 HUD Suggests Project Withdrawal 5.
= 7. ESSEX TERRACE 104 2,135,500 7.
E. GLENN GARDENS 266 12,216,000 b §-27 7449 “2530" Problern 8.

B 3. GOCOWILL TERRACE 207 4,441,100 \f Waiting for Section 8 q.
210, HAMILTON HOUSE 114 4,562,200 24 CLOSED 10.
11, HEYWOOR TOWERS 187 8,177,400 +10 CLOSED 1.
®12. HIGHBRIDGE “0OUSE 339 9,622,300 +14 CLOSED 12.
*13. HUDSONVIEW TERRACE 395 17,843,800 Needs HDA Abstract of ECF Lease 13.
E14. JANEL TOWER 229 E.544 400 -3 CLOSED 14,
*15. KEITH PLAZA 310 14,800,800 Needs Limited Partner’s Approval 15.
“16. KELLY TOWERS 361 9,566,860 Needs Limited Partner’s Approval 16.
B17. KINGSBRIGGE APTS. ag 3,052,500 +28 CLOSED 17.
EI8. LEADER HOUSE z218 2,829,200 Rent Strike 18.
B13. PARK LANE APTS. 352 7,853,000 23 CLOSED 19.
=20, PHIPPS PLAZA EAST 104 5,168;800 16 CLOSED 20.
21, RIVERSIDE PARK COMMUNITY] 1180 51,445,000 H.C. Will Not Sign 21.

: *22. SEAVIEWTOWERS 461 23,432,100 22.
23. STEVENSON COMMONS 848 40,673,000 Needs Limited Partner's Approval 23.
®24. STEVENSON TOWERS 121 3,708,300 2.
B25. TANYA TOWERS 137 5,327,500 -3 CLOSED 25.
w26, TIVOLI TOWER 320 13,184,300 2530 Problem 26.
w27, UNIVERSITY RIVERVIEW 226 8,540,700 6+10 CLOSED 27.
B28. WESTWOOD HOUSE 123 3,245,000 7+8 28,

$350,137,000

*Pledged as Collataral for Build Qut

A = Can Not Target, See Remarks

B = Finagled Out

@ = Progress Point Last Reporting Period




The City of New York
HOUSING AND DEVELOPMENT ADMINISTRATION

223f REFINANCING PROGRESS REPORT

JULY 7, 1877

COMPLETED FAIR MARKET BENTALS STATUS DATE 4
PRCJECT DESCRIPTION DATA PROCESSING STAGES
PROJECT mwzm UNITS ORIGINAL HOUSING SUPV. [FISCAL AFFAIRS| CONSULTANT HOUSING CO. HDA HUD MORTGAGE REMARKS
MORTGAGE Management Data | Finenciat Info. | Review/Briefing | Documentation Final Review Analysis CLOSING
®1. ALBERT EINSTEIN 634 $ 21,333,100 7416 1.
w2 ALLERVILLE ARMS 212 3501,728 & Housing Company Checking with IRS | 2.
®3 ATLANTIC PLAZA TOWERS 716 11,795 865 Rent Strike 2.
B4, BECKSMAD GARDENS 157 2,253,800 Project Withdrawn from Processing 4.
w5, BEEKMAN STAFF RESIDENCE 90 3,290,324 i ; 5-25 7—-18 Hospital Project 5.
= 6. BETHUNE TGWERS 133 2,523.000 , 5925 Ground Lease Problem 6.
®7. BLVD.TOWERSH 329 5,424,250 7.
m 8. BRIDGEVITW ifl 170 5,797,000 7-1 8.
®» 8, BRUCKNER TCWERS 203 4,000,000 * Housing Company Revising Numbers | 8,
210. CANDIA HOUSE 102 2,060,000 * Partnership Interest Sold, Mgm~t. Sup.| 10.
=11, CAROL GARDENS 314 6,075,000 11.
@2, CLOVERLEAF TOWERS 238 3883,700 % Eoreciosure 12.
213, COLUMBUS HOUSE 248 5,185,000 6-14 Commitment to be Revised 13.
14, COOPER GRANMERCY 158 6,754,300 §-16 746 14,
15. COURT PLAZA 248 9,227,100 513 716 15,
alg. DELDS HOUSE 124 2351000 » Partnership Interest Sojd, Mgm't. Sup.! 18.
®717. FORDHAM TOWERS 158 2,704,500 = e rown e i — e 113 Commitment to be Revised 17.
m18. GENERAL SEGGEWICK 101 2,522,100 & PROJECT DROPPED|- QUT OF PROGRAM Project Withdrawal Recommended i8.
213, HUGH GRANT GARDENS 138 2,455 000 # i Foreclosure 19.
20. INDEPENDENCE HDUSE 1290 1,810,731 *% 2013 signed 20.-
%21, MIDDAGH ST. APTS. 43 1,506,700 Commitment to be Revised 21.
EZ2. MONTEFIORE 155 21435871 s« Awaiting Housing Company Signature| 72,
2823, MONTEFIORE I} 398 14,805,000 7+13 23.
B24, NEW AMSTERDAN 228 7,155 600 236 100% Approved 24,
a25. NOBLE MANSION 236 4,500,000 125,
m28. POLYCLINIC APTS. 138 2,466000 % .Hospital in Chap. 1! 5.
127, PROSPECT TOWERS 153 3,060,000 s G S 27.
378. RIVERPLAZA 153 2,810,000 % PROJECT DROPPED — OQUT OF PROGRAM Project Withdrawal Recommended 28.
®23. ROBERT FULTON 320 4,731,380 i i e Wi Commitment to be Revised 2.
230, SKYVIEW TOWERS 232 5,062,600 BOE 6% Intarest 30.
=31, TOWER WEST 218 6,488,000 236 100% Approved 31.
232, TOWN HDUSE WEST 47 1,670,000 236 100% Approved 32,
=233, TRACY TOWERS 9066 40,736 000 13
234, TRINITY HDUSE 135 4,355,000 Rent Stike 3.
235, WEST SIDE MANOR 245 5,778,600 Commitment to be Revised 35.
B3E. WESTVIEW APTS. 137 2,832,000 138,
$208.5610,5853

*Pledged as Collateral for Build Out

A = Czn Not Target, See Rernarks

@l = Finated Out

& = Progress Point Last Reporting Period

* Requires Up-dated Rent Roll




The City of New York
HOUSING AND DEVELOPMENT ADMINISTRATION

223+ REFINANCING PROGRESS REPORT

JULY 7, 1877

COMPLETED FAIR MARKET CO—-0PS STATUS DATE 5
PROJECT DESCRIPTION DATA PROCESSING STAGES
PROJECT FAME URITS CRIGINAL HOUSIKG SUPV. [FISCAL AFFAIRS] CONSULTANT HOUSING CO. MORTGAGE REMARKS
MORTGAGE Management Data | Financial Infa. | Review/Brisfing | Documentation CLOSING
®1 BRIGHTON HQ!ISE 191 $ 3,320,000 =B 3-2h Numbers 1o Attorney 1.
22, CADMAN PLAZA NO. 250 5,148,200 2.
3. CADMAN TOWEFPS 421 20,106,850 Reconciliation of Rent Rolis 3.
B4, COLUMBUSPARYK 161 3,611,640 4,
25 CONTELLO TOWERS 1 1860 3,080,868 5.
a5. CORLEAR GARDENS 117 2,284,300 B.
m]. DAYTON TOWERS 1752 30,985,000 7.
B8, EAST MIBTOWN PLAZA 1 2 145 256,870,400 Reconciliation of Rent Rafls 8.
=5, ESPLANADE GARDENS 1870 34,471,600 8
=i1G. FOREST PARK CSESCENT 240 4,883,000 10,
211, FRANKLINPLAZA 1632 28,452,000 Project Withdrawal Recommended 11,
812, GODDARD-RIVERSIDE 193 4,872,800 ! 2.
813. GOVERNEUR GARDENS 778 14,405,060 Requires Up-dated Rent Roll 13.
=14, JEFFERSON TOWERS 189 3,717,000 14.
a5, KINGSBRIDGE TERRACE 105 2,043,000 15.
&6, LA FONTAINE 49 377,150 16.
al7. LINDVILLE 142 2,638,000 : ; 2-23 i7.
=18, MASARYK TOWERS 1165 25,138,000 D 527 Project Withdrawal Recommended i8.
®=13. RIVERBEND £22 13,468,700 =@ 18,
®20. RKA HOUSE 267 4,262 050 -3 RN F R NT e 20.
E71. ROSALIE MANNING 108 2,028,000 W% 3 €2 v @ 21.
- 22. SAM BURT 146 2,816,000 mmammad 22.
®23. SCOTT TOWERS 351 6,952,630 TYCTrTE K b mm e mn s 23.
24. 7071 CRGTONA PX. NORTH 40 227,000 UECT DROPPED i- OUT OF PROG 2,
®25. 8T, MARTINS 178 5,269,000 25,
225, STRYCKERS BAY 233 4,243 000 26,
227, TILDEN! 125 2,500,000 27
©28. TRI-FAITH 147 3,705 856 28.
829, VILLAGE EAST TOWERS 427 8,881,000 Recongiliation of Rent Rolls 29,
730, VILLAGE VIEW 1232 20,514,000 30.
131 WASHINGTON 50.S.E. 174 4,154,700 31
=32 WOODSTOCK 7ER RACE 318 5,428,800 Recanciliation of Rent Rolls 32
S 306,237,144
BowmEX CONSULTANT'S REVIEW COMPLETED PENDING BRIEFING

*Predged as Coligters! for Build Qut

A = Can Not Target, See Remarks

® = Finaled Out @ = Progress Point Last Reporting Periad
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The City of New York

223f REFINANCING PROGRESS REPORT

HOUSING AND DEVELOPMENT ADMINISTRATION

COMPLETED 2386 CO—0PS STATUS DATE  JULY 7,1977 6
AND PROJECTS UNDER CONSTRUCTION {CO-OP/RENTAL)
jl PROJECT DESCRIPTION DATA PROCESSING STAGES
. HOUSING SUPVY. [FISCAL AFFAIRS| CONSULTANT HOUSIKG CO. HDA
PROJECT KAME units | ORIGINAL nup MORTGAGE REMARKS
MORTGAGE Management Data | Financial info, | Review/Briefing | Documentation Final Review Analysis CLOSING
COMPLETED 236 CO-OP§
1. ATLANTIC TERMINAL 2C 200 $ 3,081,200 1.
2, ATLANTIC TERMINAL 4A 304 14,344 4006 2.
*3. CROWN GARDENS 238 10,836,500 3.
~ 4. EAST RIVER {1193 PLAZA)} 1586 76,580,400 4,
®5 NCORTHSIDE GARDENS 41 1,158,008 5.
*5. RUPPERT HOUSE 652 26,100,600 6.
B7. TIiLDEK 1 285 £,991,000 236 Surptus Income Ruling Pending | 7.
$145,071,550 {
: _
EEREYE CONSULTANT'S REVIEW COMPLETED PENDING BRIEFING i

PROJECTS UNDER CONSTRUCTION

(T.C.0. RECEIVED, EXCEPT ASNDTED)

(ALL CONSTRUCTION FULLY RESUMED)
236 RENTALS f
1. LANDSEND! 251 $11,761,000 Under Construction (63% compiete) 1.
2. MINSPLAZA 83 3,018,000 12
3. NORTH SHORE PLAZA 535 21,810,008 i 3
4. DUB HOUSES 359 14,514,800 4.
5. ROBERTO CLEMENTE PLAZA 532 25,450,000 i 5.
$ 76,563,800
236 CO-0PS
§. CONFUCIUS PLAZA 750 36,037,300 748 Partiai T.C.O. Received 6.
7. LINCOLN—-AMSTERDAM 186 9,540,700 748 Form 2013 Signed 7.
$ 45,578,600 !
SECTION 8
8. MANHATTAN PLAZA | 1688 | $90,720,700 e i e T S e e Partial T.C.0, Received 2013 Signed | B.
FAIR MARKET RENTAL { | k

9. WEST VILLAGE 1

»6-3

421 1 $23861,780 — : : :

Partial T.C. 0. Received ‘9

*Pledged 25 Collaterz! for Build Out

A = Can Not Targe:, See Remarks B = Finaled Qut B = Progress Point Last Reporiing Period
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HOUSING AND DEVELOPMENT ADMINISTRATION

COMPLETED 236 RENTALS sTaTus paTe _ JULY 7, 1977 7
PROJECT DESCRIPTION DATA FINANCIAL DATA
BROIECT At Aﬁ UNITS ORIGINAL MORTGAGE | APPLIC. | MORTGAGE | ACTUAL EXPENSES NET REMARKS
| MGRTGAGE REQUESTED | FEE (3%} | GRANTED |APPL.FEE FEE REFUND| & uPS [ consuLTs. REINSUR | OTHER | PROCEEDS
. _ i .

1. BAY TOWERS 374 T S 14,420,500 $ 7,500,000 | $ 22,500 | $5,476,900 | $16.431| $273.845| $ 353,785 527,386 6,069 CLOSED 1.
*2. BEGFOAD GAADENS 639 . 26,286,700 . w 5
*3. BLVD. TOWERS I! 354 i 14,409,000 7,600,000| 22,800 ] 6,764,600, 20,794 338,230 217,680 33,823 2,506 CLOSED 3.

& CLINTON TGWEERS 3% 17,175,800 10,800,000 32,400 | 10,298,500 | 30,896 514,625 420,000 51,483 | 1,504 CLOSED 4
5. COLUMEBUS HHANDR 202 5,595,000 5.

8. D.C.A. 215 6,750,000 3,837,400 11,612 i ! B.

7. ESSEX TERRALE 104 2,125,500 1,750,000 5,250 | 1,750,000 | 5,250 _ L 7.

8. GLENN GARDENS 256 12,216,000 . B

8. GCODWILL TERRACE 207 4,441,100 — “ T
10, HAMILTON HOUSE 174 4957,200 4,800,000} 14,700 i $2.414,600] $7,244 | $120,730 $228,300. $12,073 7,456 CLBSED 10.
*11. KEYWGOD TOWERS ‘ 187 8,177,300 5,600,000{ 16,800 | 5,388,100+ 18,194 269,905 176,760 | 26,991 606 CLOSED 11,
12. HiGHBRIDGE HOUSE 333 8,522,300 9.460,000| 28,380 5,872,900 17,187 283,645 360,700 28,365 11,193 £LOSED 2,

| *13. HUDSONVIEW TCARACE 795 17,843,200 12,491,800! 37,476 ; 11,546,500 34640 2,836 13.
14, JANEL TOWERS 223 5,644,400 5,000,000 | 15000 | 29162001 11,749 195,810 227,025 19,581 3,251 CLOSED 14,
*13. KEITH PLAZA 310 14,800,800 7.473,800| 22,421 ! 6,819.800| 20,459 | 1,062 15.
*16. KELLY TOWERS 30 5,556,500 4282200| 148471 4721500] 14,165 ! 782 16.
17. KINGSBRIDGE APTS. &0 3,052,600 2,000,000 6,000 | 2,000,000 6,000 100,000 70,500 10,000 0 i _CLDSED 17.
18. LEADER 4OUSE 279 8,928,200 18.
19. PARK LANE APTS. 352 7,863,000 7.863,000| 23589 | 5,872,000] 17016 283,600 28,360 6,573 | CLOSED 18.
20. PHIPPS PLAZA EAST 104 5,158,500 2,400,000 7,200 | 2,167,900 6,504 108,396 143,925 10,840 698 ! CLOSED 20
21. RIVERSIDE PARK COMMUNITY | 1,190 51425 500 . . 21,
*22. SEAVIEW TOWERS 461 23,432,100 13,487,000 40,467 2.
23. STEVENSON COMMONS 848 40,673,060 36,014,000 | 108,043 ¢ 35,762,800 ; 107,289 | 754 $5.531,900 is trended 1 23.
*24, STEVENSON TOV/ERS 121 3708300 ] 3,504,600 10,784 | 3,043,700 9,131 ! 1.653 revised data 24,
25. TANYA TOWERS 137 5,377,500 5,315,200 15,746 | 2,298.400 6,895 114,920 96,000 11,492 8,851 CLOSED 25.
*26. TI¥OLI TCWERS 320 13,184.300 8,785,000 | 26,356 | 8,098,200 ! 24,395 1,961 26.
*27. UNIVERSITY RIVERVIEW 226 8,540.700 6,048,000 18,144 | 5,798,800 | 15,395 289,940 181,500 28,994 2,748 CLOSED 27.
28, WESTWOOD HOUSE 123 3,245,000 3 _ _ 28.

TOTALS| $350,137,000 S166,802,000, $500,6095128,821,5600:$387,135_| $2,803,946 |it0 be reviewed) $290,398 $61,401%
|
% Fee Credit Refund 1o Date:
i . | due from H.U.D.
i

BT i ce Pt ammrnt £ Tl (e - . B T



" HOUSING A

The City of New York
ND DEVELOPMENT ADMINISTRATION

PROJECT DESCRIPTION DATA

2231 REFINANCING PROGRESS REPORT

COMPLETED FAIR MARKET RENTALS

sTaTus paTe JULY 7, 1977

PROJECT aME H UNITS [ ORIGINAL MORTGAGE | APPLIC. | MORTGAGE | ACTUAL EXPENSES NET RERARKS
MORTGAGE REQUESTED | FEE %) | GRANTED |APPL.FEE{ZLf acrunD ! WPS CONSULTS. | REINSUR OTHER | PROCEEDS
|
1. ALBERT EINSTEIN 634 $21,393,100 8,879,400 28,538
7. ALLERVILLE ARMS 212 3,501,728
. 3. ATLANTIC PLAZA TOWERS 716 11,795 86% _
4 BECKSMAD GARDENS 157 PROJECT DROPPED
5. BEEKMAN STAFF RESIDENCE 90 3,290,324 1,218,000 3,648 1,088,200" 3,285 383" !
B. BETHUNE TOWESS 133 2,523,000 1,553,800 46611 18045007 4.81a —153" i
1. BLVD. TOWERS! 329 5,424,250 3,438,000 10,314 i
. 8. BRIDGEVIEW (i 170 5,787,000 1,951,600 5855| 1,951,60017 5,855 0
9 BRUCKNER TOWERS 208 £000,000
10. CANDIA HOUSE 102 2 060,000 _ _
11. CAROL GARGENS 314 6,075,600 4,502,200 | 12,775 i
12. CLOVERLEAF TOWERS 238 3,892,700 :
13. COLUMBUS HOUSE 248 §,185,000 3,589,500 | 10,796 | 3,108,000 9.324° 1,472"
. 14 COCPER GRAMERCY 168 £,754.200 4,338,600 | 13,016 ] 4766,i00 14,298 ~1,282
15. COURT PLAZA 246 8,227,100 4,907,000 | 14,721 | 5370800 | 16,112 1,391
16. DELGS ROUSE 124 2,341,000 ! i
17. FGRDHAM TOWERS 168 2,704,500 1,391,500 4,174 | 1,150,100 3,450 724 148,163
18. GENERAL SEDGEWICK 101 : PROJECT DROPPED ||
19, HUGH GRANT GARDENS 136 2,455,000 _ 3.
20. INDEPENDENCE HOUSE 120 1,810,731 ]
21, MIDDAGH ST, APTS. 43 1,506,700 930,800 2,792 885,200 2,686 108 21.
22. MONTEFIORE 155 2,143,971 7.
23. MONTEFIORE 1! 398 14,805,000 8.879,400 | 26,638 | 7,662,400 : 22,987 3,651 23.
24. NEW AMSTERDAM 728 7,155,000 24.
- 25. NGBLE MANSION 236 4,500,000 2,757,200 8,271 125,
| 26, POLYCLINIC APTS. 139 22,456,000 126
27. PROSPECT TOWERS 153 3,050,600 2,193,800 6,581 i27.
78. RIVER PLAZA 153 PROJECT DROPPED |28.
29, ROBERT FULTON 320 4,731,380 2,702,400 | 8107} 2,082,300% 6,277° 1.830%| 287,133 m 128,
30. SKYVIEW TOWERS 232 5,062,000 . 3.
31. TOWER WEST 216 6,488,000 1.
32. TOWN HOUSE WEST 47 1,670,060 ! 132.
33. TRACY TOWERS 306 40,736,000 12,164,900 | 36,494 _w
34. TRINITY HOUSE 193 4,355,000 34,
35. WEST SIDE MANOR 245 5,778,000 3,216,700 { 8,650 2,792,700% 8378 1,272* 135,
385, WESTVIEW APTS. 137 2,832,000 1,681,500 5,044} 1489500 4,408 635 }38.
137,
TOTALS |$208,610,653 $70,384,100 {$211,176 | $33,951,400/5101,855 $ 10,0298 iito be reviewed) 138,

FO it e ae s et B raviesr armeimd it iast +m e o me



The City of New York
HOUSING AND DEVELCPMENT ADMINISTRATION

223t REFINANCING PROGRESS REPORT

JULY 7, 1977

PROJECT DESCRIPTION DATA FINANCIAL o>H>
SROJEL S AE units | ORIGINAL MORTGAGE | APPLIC. | MORTGAGE | AGTUAL EXPENSES NET REMARKS
10JECT NAM , MORTGAGE REQUESTED { FEE (3%) | GRANTED |APPL.FEE FEE mm_”czuw MPS H CONSULT'S. | REINSUR OTHER PROCEEDS ! £!
} ' |
, ! : i
1. BRIGHTON HOUSE 191 $ 3,320,900 “ ; 1.
7 CABWANPLAZA ND. 250 5149200 i i 2,
T CADWAN TORERS 471 20,106,850 _ u m 3.
4 COLUMBUSPARK 181 3,611,640 ! k 4
5. CONTELLO TCWERS Ht 167 3,080,858 5
. CORLEAR GARDENS 117 2,284,800 i g
7. DAYTON TOWERS 1752 36,985,600 i 7.
8. EAST MIDTOWN PLAZA 746 26,870,400 | g
2. ESPLANADE GARDENS 1270 34,411,000 . i | g
i0. FOREST PARK CRESCENT 240 4.883,000 1,851,500 5,555 w m 10.
11. FRANKLIN PLAZA 1632 28,458,000 | ! ; 11.
12. GODDARD—R!VERSIDE 193 4,872,300 i ! ] 12,
13. GOVERNEUR GARDENS 778 14,405,000 _ m 13.
14, JEFFERSON TOWERS 189 3,717,060 | ! 14
15 KINGSBRIOGE TERRACE 105 2,040,000 | u, . 15.
16. LA FONTAINE 43 ; PROJECT DROPPED | i§.
17. LINDVILLE 142 2,635,000 _ ; 17.
18. MASARYK TOWERS 1105 25.133.000 | L 18.
19. RIVERBEND §22 13,458,700 n 13,
20. RNA HOUSE 207 4,262,000 m 20.
21. BOSALIE MANNING 108 2,028,000 A, 21.
22. SAM BURT 146 2,316,000 m 22.
23. SCOTT TOWERS 51 5,392,630 “ 23.
24, 701 CROTONA PK. NGRTH 40 _ L i PROJECT DROPPED|24.
75 ST. MARTINS 179 5,269,000 _ m 25.
26. STRYCKERS 3AY 232 £.243900 _ 26.
27. TILDEN | 125 2,500,000 831,500 2,495 m m 27.
28, TRI-FAITH 147 3,705.555 . i 28.
29. VILLAGE EAST TOWERS 427 8,881,000 _ i 28.
30, VILLAGE VIEW 1232 20,514.000 _ 30,
1. WASHINGTON 52, S, 174 4154700 i 31.
32._WOODSTOCK TERRACE 318 5428900 ! w m 32.
. 1 1
et S ——————— — ——— e s e St
TOTALS | $300,237144 $2.683,000 | $8,080 w




The City of New York
"HOUSING AND DEVELOPMENT ADMINISTRATION

223f REFINANCING PROGRESS REPORT

JULY 7, 1977

COMPLETED 238 CO--0PS STATUS DATE 0
AND PROJECTS UNDER CONSTRUCTION {CO—-OP/RENTAL)
PROJECT DESCRIPTION DATA FINANCIAL DATA , M
. ORIGINAL MORTGAGE | APPLIC. | MORTGAGE | ACTUAL - ~ EXPENSES LT
PROJECT NAME UNITS 2 c ! REMARKS
MORTGAGE REQUESTED | FEE (3%) | GRANTED |APPL. FEE = ] PROCEEDS
. FEE REFUND MPS CONSULT'S. | REINSUR | OTHER | _
| _ k, | _
COMPLETED 236 CO-OPS
: _ | ;
1. ATLANTIC TERMINAL 2C 200 $9,061,200 | : 1.
; 2. ATLANTIC TERMINAL 44 304 14,344 400 : ! 2
*3. CROWN GARDENS 238 10,836,500 i )
4. EAST RIVER (1139 PLAZA) 1586 76,580 400 : ; | ¢
5. NORTHS!DE GARDENS 41 1,158,000 i ; ., {5
) *6. RUPPERT HOUSE 652 26,100,000 m _ 5
7. TILDEN I 265 5,991,000 ! 7.
TOTALS | $145,071,500 4”
m
' ;
~ {
i
PROJECTS UNDER CONSTRUCTION
[ J | ] u _
236 RENTALS .
1. LANDS END | 251 $11,751.000 L
2. MINSPLAZA 83 3,018,000 ! 2.
R 3. NORTH SHORE PLAZA 535 71,810,000 i 3.
4, DUB'HOUSES 359 14,514,300 4.
5. ROBERTO CLEMENTE PLAZA 532 25,450,000 5.
TOTALS | - $76,553,800 _
236 CO-CPS
“,
8. CONFUCIUSFLAZA 750 36,037,900 | £
7. LINCOLN—AMSTERDAM 185 8,540,700 _ , 7.
TOTALS| 45578 600 . i
SECTION 8
8 MANHATTAN PLAZA 1588 $ 80,720,000
FAIR MARKET RENTAL 1 g
9. WEST VILLAGE 421 $ 23,961,700 _ j ,

*Piedoed as Collzteral 157 Build Out

F — Finated Out

*Fees filed on outstanding indebtedness; all others will be besed on expected HUD insurance

- Fee Credit Refund Due From Hud

= Escrow Amount




STATUS OF MITCHELL~LAMA REFINANCING

16 JUNE 1977

, Estimated
Projects Status FHA Amount Vet Proceeds
($ million)
40 Submitted 210 - 172
of which 29 . FHA Commitments Recvd 156 128
of which 4 Closed and Sold 12,8 11
and 5 Insurance Obtained,
Awaiting Disposition 30,8 25

g s v L e g A} ) AR L g U S S S Y W P O . e S i S A e 2 M e A o v

- . " et s, e e

Fotential Froceeds by Mortgapge Sales from Insurance
Already Obtained, by June 30, 1977 36

FHA Commitments available for closing
112 92

——

A o o A A Skt ik - - —— 0 A s i sy oy P P s

oo ‘ PROJECTION FQR PERIOD TO END QF JUNE

12 Potentially Closable 85. : 70
of which 2 Certain: Mortgagor Agrees 9 7
Possible ’ 37-44 30-35

R AL L 500 40 L S P o T k0 1 o S S 4 AP 40 W e s o A LS A L S Y AT VBl b e o O D e A P Y PP e e e o S o P G S B

Potential by June 30

Already insured ' 44 36
To be insured 37-44 30-35
Total 81-83 C66-T71



10.

Provisions of Refinancing Legislation

Clarifies definition of residual indebtedness so that such items
as amounts paid by the City to meet Minimum Property Standards
may be included.

Provides for disposition of arbitrage on a City or HDC bond
issue.

Enables City to refinance mortgages without FHA insurance.

Provides opportunity for tenants to inspect the FHA application
for 10 days prior to filing.

Prohibits raising of rents to increase ratio of surplus cash
to total income in project and prohibits HDA from applying for

rent increases to support the residual indebtedness.

Allows State to take over HDA's supervisory responsibilities.
Clarifies tax exemption provisions

Redefines limitations on HDC's borrowing power to eliminate

restrictions on participating mortgages and on financing of
existing multiple dwellings.

Clarifies HDC's ability to issue bonds backed by insured mortgages,
without a Capital Reserve Fund.

Revises Section 154 of the Local finance Law to provide for use
of proceeds to pay RANS and TANS as well ag BANS and to exclude

payment of notes held by MAC and the '‘banks; and to limit use of
proceeds to notes gresented for payment prior to January_ 1, 1978,
after which proceeds can be used for any lawful municipal purposeé.



A5 OF APRIL 12, 1977

of

Number Value of Value of FHA Applica-
of HDA _ FHA tions as a %
Projects Mortgages Applications HDA Mortgages
35 Submitted 325,102,000 199,337,000%* 61.32 %
12 Commitments Received 131,585,000 89,242,100 67.82%

3 Closed (included in _
commitments rec'd) 15,384,100 6,880,900 44.73%
Note

Adjusted to reflect projects withdrawn at HUD's request

* Reduced to reflect actual FHA commitments, where available.
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SUMMARY OF EFCB APPROVALS REQUESTED

Blanket approval for sale of individual mortgages
including

a. Amendment of HDC Financial Plan to accommodate the
whole program of sales.

Blanket approval for advance closings using up to $20 million
of proceeds, including:

a. HDC Plan amendment.
b. Amendment to HDC-HDA City assignment agreement.

c. Payment of consultants from revolving fund.
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MITCHELL-LAMA REFINANCING |
ESTIMATES OF RECEIPTS, DISBURSEMENTS AND NET PROCEEDS
TO RAISE $410 MILLION FOR CITY FINANCIAL PLAN

FISCAL FISCAL
Total 1977 1978

($ Million)

Original Mortgage Less Amortization 927.00 208.00 719.00
FHA-Insured First Mortgage 553.00 125.00 428.00

Residual Indebtedness¥* 374.00 83.00 219.00

Gross Proceeds Assuming Sale of FHA

Mortgages at Par 553,00 125.00 428.00

Disbursement of Proceeds

a. Non-~returnable Costs

FHA application fee (.3%) ' 1.66 .38 1.28

1st Year Mortgage Insurance Premium (1%) 5.53 . 1.25 4.28

Financial Consultants 2.11 .63 1.48

Legal Consultants .56 .18 .38

Additional Legal, Advert., Title .45 .10 .35

Replacement Reserves ‘ 5.49 1.25 4.24

Escrow for FHA MPS 38.71 8.75 29.96

Final Mortgage Advances 60.84 6.21 54.63

Subtotal ’ _ 115.35 18.75 . 96.60

b. Reimbursement Fund (5% of Insured 27.65 6.25 21.40
Mortgages)

Total Disbursements 143.00 25.00 118.00

Net Proceeds to City 416.00 100.00 310.00

* Expected to be higher than projected here, due to incorporation in
residual indebtedness of mortgagors' interest arrears.

State legislation permits HDC to use a maximum of $20 million in proceads

as a revolving fund to permit the creation and closing of FHA mortgages in
advance of their actual sale. The revolving fund would be reimbursed from

the proceeds of the actual sales so that the level of net proceeds available to
the City at the conclusion of the refinancing program would not be affected.
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THE CITY OF NEW YORK OFTFICE OF

THE MAYOR

ABRAHAM D. BEAME

Tel: 566-5090

For Immediate Release:
Wednesday, February 2, 1977

Mayor Abraham D. Beame announced today that the City has

sold six federally-insured Mitchell-T.ama mortgages to the Unity

Savings aAssociation of Chicago, Illinois which had submitted the

winning bid of $22.5 million.

"This first sale in the City's efforts to refinance

its Mitchell-Lama portfolio will improve the cash flow position,"

the Mavor said.

Housing and Development administrator Thomas Appleby,

who is also Chairman of the New York City Housing

Development

Corporation, said further sales were planned for the near future.

Unity Savings Association offered the following bids on

the six mortgages:

County FHA Insured Mcrtgage
Hamilton House N.Y. S 2,414,600
Highbridge House Bronx 5,872,900
Stevenson Towers Bronx 6,793,200
Tanya Towers N.Y. 2,167,200
Park Lane Bronx 3,043,700
Phipps Plaza East N.,Y. 2,298,400

Winning Bid
(% of Insured
Mortgage)

100.1270
99.7520
100,1350
100.2420
99.6720

100, 2520

The purchase price is egual te $22,572,054.29 for the

six FHA mortgages having & face amounl of

insured value of

$22,590,700., Nine bidders had submitted offers to the New York

City livasing  Development Corporatisn before the 10:00 n M,

February 1, 1977 deadline.

{more)
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THE CITY OF NIW YORK OFFICE OF THE MAYOR ABRANAM D, BEAME

Tel: 566-~-5090 19-77

For Immediate Release:
Monday, January 17, 1977

New York City will sell six Federally-insured Mitchell-
Lama mortgages totalling $22.6 million, through sealed bids on
February 1, 1977, Mayor Abraham D. Beame announced today .

Describing the action as further evidence of New York's
determination to achieve full fiscal integrity, the Mayor said,
"I'bis is the first step in a program to sell approximately 100
mortgages in the City's Mitchell-Lama portfolio to raise at least
$350 million included in the City's financial plan for Fiscal
Year 1977.,"

The six mortgages cover Hamilton House, Tanya Towers
and Henry Phipps Plaza East in Manbattan and on Park Lane,
Highbridge House and Stevenson Towers in the Bronx.

Mayor Beame praised federal and state housing officials
and New York City Housing and Development Administrator Thomas
Appleby and his staff for their cooperative efforts in expediting
the applications under the National Housing Act of 1974 which
permits FHA to insure mortgages on existing projects.

The Citf has assigned its Mitchell-Lama mortgages to
the New York City Housing Development Corporation of which Mr.
Appleby is Chairman. After a split of the mortgages into insured
first mortgages and non-insured second mortgages, the Corporation
will sell the insured first mortgages in the secondary mortgage
market, The second mortgages will be held by the City.

At present, the principal amount outstanding on the six
Mitchell-Lama mortgages is $36.5 million. Federal Government
insurance will cover $22.6 million and second mortgages will cover

the balance. It is estimated the City will obtain net proceeds

of $18.5 million after all Federal reqyitements™a
been met.

{more)
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September 15, 1976

QUESTIONS AND ANSWERS CONCERNING REFINANCING
NEW ¥YORK CITY'S MITCHELL~LAMA PORTFOLIO

The outright sale or refinancing of a substantial
portion of New York City's Mitchell-Lama mortgage protfolio
has been under consideration since October of 1975, The City
is about to embark on an intensive effort to convert this
capital asset into mueh needed cash for the City.

This memorandum describes the process, utilizing
a gquestion and answer format.



Refinancing

Question - 1) what is the proposal for the refinancing of the
New York City's Mitchell-Lama Portfolio?

Answer - 1) It 1ls proposed that the City's Mitchell-Lama portfolio
be refinanced pursuant to Section 223(f) of the National Housing
Act as amended. The City's original plan, i.e. to sell its
existing mortgages without in any way altering outstanding terms
and conditions, was modified when it became clear that because

of the availability of this Federal statute, refinancing, i.e.
altering the terms and conditions, of these existing mortgages
would prove a moresuccessful vehicle for generating funds from

the Mitchell-Lama portfolio.

223(f) was first established by the Housing and Community
Development Act of 1974, and provides for Federal Housing
Administration (FHA) mortgage insurance for the purchase or
refinancing of an existing multi-family housing project. It is
a departure from FHA's traditional role of providing mortgage
insurance only on housing projects that were either newly
constructed or extensively rehabilitated.

223(f) was created to deal with a particular problem,
the lack of long term private capital for refinancing of out-
standing debt, and was not designed to substitute long-term
Federal government mortgage insurance for temporarily financed

State and local mortgages. However, the State and City administrations
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have successfully petitioned the Federal Government to expand its
original scope. The New York State Housing Finance Agency (HFA) Tﬁa
has. already refinanced four of its Mitchell-Lama projects that
were not permanently financed. Once FHA agrees to refinance an
existing mortgage and issues a mortgage commitment, that commitment
will be convertible to funds for the City. (See questions 6 and

7 for actual procedure)

Question - 2) How does this proposal fit into the City's three-
year Financial Plan?

Answer - 2) New York City's three-year Financial Plan requires a

‘balanced budget by the end of fiscal year 1978 and accepts budget

deficits for both fiscal years 1976 and 1977. However, cash sources

must be found to provide financing to meet these deficits.
Investment by the pension funds is one source of cash.

In addition, the City's overall cash flow plan for this year

agsumes ai$3563million yield from the refinancing of the Mitchell- AR

Lama portfolio. The Plan assumes that this cash will accrue to
the City in the following manner, $50 million in March of 1977
and $100 million in each of April, May and June. However, the

City is working to achieve the refinancing as soon as possible.

o
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Question - 3) Doees the proposal conform to any official sanction
or authorization?
Answer - 3) Yes, the State legislature has passed legislation ot

permitting both the State Housing Finance Agency and the City

of New York to refinance existing mortgages entered into pursuant
to Article II of the Private Housing Finance Law {(Mitchell-Lama
Law). This State legislatioﬁ is contained in Chapters 341, 343,
499, 701, 711 and 713 of the laws of 1976. The basic legislative
authority permits the City of New York, acting through its
supervising agency, The Housing and bevelopment Administration
(HDA) , to modify the terms of or to satisfy outstanding mortgages
for the express purpose of obtaining mbrtgage insurance from the
Federal government in order to refinance all or any part of these
outstanding mortgages. Any modification or satisfaction must
receive the consent of the housing company. The State legislation
also permits the City to accept, in consideration for satisfaction
of the outstanding mortgage, a new mortgage insured by the

Federal government or the proceeds available to the housing

company as a result of the refinancing.
Question -~ 4) Which City Mitchell~Lama Projects will be refinanced?

Answer = 4) Realizing $350 million to aid the City's cash flow

requires the refinancing of a substantial portion of the
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Mitchell-Lamas which have not been placed in permanent bonded
financing. Of the total number, 150, ;of City Mitchell-Lama projects,
76% or 114 are in temporary finaneing with mortgages whose face Coar
value is just about $lrbiliioh2 Following the model set by the
State Housing Financing Agency in itssuccessful refinancing of
four developments, the first projects which will be offered for
refinancing will be rental developments whose mortgage interest
rate has been reduced to one per cent by HUD pursuant to Section
236 (b) of the National Housing Act. Thereafter, application will
ke made to FHA for the rental projects which have no Section 236 \ﬁ
subsidy. The refinancing of cooperative developments will also
follow, as FHA has indicated that its requlations will be
expanded to include such developments. Two major factors must
be noted that will affect the total number of housing projects
which will receive mor tgage insurance. First, to apply for
refinancing, the City must obtain the consent of each owner, and

second, FHA will make the final determination as to the acceptability

of the projects offered for refinancing.

Question -~ 5) What effect will the refinancing have on the projects
and the residents?

Answer - 5) There will be no ilncreased rentals directly attributable
to the costs associated with the refinancing; all of these

costs will be met by the City (See questions 6 and 8.) Prior
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to refinancing, normal rent increase procedures will continue
in effect. When a mortgage is refinanced, the effect upon the
Project and its residents will not be discernible. The existing
housing company will not be dissolved and will continue to own
the project. Further, the State legislation specifically
precludes any housing company from accepting a new mortgage
insured by the Federal government that assumes costs over and
above the costs otherwise associated with its current Mitchell-
Lama status.

Two advantages to the residents of these developments
do become apparent as a result of the refinancing. First, each
refinanced housing company will automatically receive the maximum
tax exemption available under the Private Housing Finance Law for
the life of its outstanding indebtedness. Second, the interest
rate on the mortgage will ke permanently established for the life
of the mortgage. Over the past several years, typical interest
rates for housing companies in temporary financing have increased
from 6% to 8%. This increased capital cost has been
passed along to the tenants in the form of increased rentals or
been absorbed by the City. Stabilization of interest rate will
remove one variable factor from the fiscal uncertainties surrounding
this type of residential real estate.

All projects that are refinanced remain under the

supervision of HDA. However, a new rent increase procedure is
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instituted for those housing companies that are rental developments.
A resident of such a project will be able to enter into a lease
for a term as long as three years, at a fixed rental. The amount
of the rent will depend on the length of the lease: one, two or
three years. Once a lease has been signed the rent may not be
varied during its term, except that the lease must give the Federal
government the right to vary rental rates during its term. It is
anticipated that this power will not be exercised by FHA unless
the project is in severe financial difficulty. In fact, FHA's
own regulations provide for a host of tenant notice and other
tenant protection procedures whenever a rent increase is implemented,
The Merola Law, which limits City-financed Mitchell-Lama developments
to one increase every two vears, 1S inapplicable to any development
that is refinanced. Inasmuch as the housing company remains under
the jurisdiction of the Private Housing Finance Law, the senior

citizens' rent increamse exemption program continues in effect.

Question - 6) How does the Federal government determine the principal
amount of mortgage it will insure for a given project?

Answer - 6) Acting through the FHA, the Federal government
determines the maximum insurable mortgage on the basis of a
complete evaluation of the economic strength of the project. FHA's
underwriting standards are expected to result in insurable mortgages
that will be significantly smaller than the amount of housing

company debt currently due and owing to the City. This difference
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comes about as a result of FHA's comparison of the project's cash
flow to FHA's required interest rate, mortgage term, allowances
for vacancy and collection leosses and funding of reserves. Many
of these requirements differ from those that have governed the
exlisting Mitchell-Lama mortgage. When FHA has determined the
maximum insurable mortgage, it will issue a commitment to the
City of New York or its agent (See question 7) for that amount.
To accelerate insurance processing by the State and City, FHA
created a special task force. This task force has been working
on applications filed by the State Housing Finance Agency and
has already indicated its readiness to accept applications for

City financed developments.

Question - 7) How will the City turn these mortgage commitments
into funds?

Answer - 7) Once an FHA commitment is issued, the City may convert rﬂ;i?
it into funds in two ways. It may eithexr 1) sell the FHA insured
mortgages individually or 2) sell obligations secured by a pool

of FHA-insured mortgages. The first option has been pursued by
the State HFA. Thus far, HFA has found purchasers from among a
consortium of traditional mortgage lenders, has sold all mortgages
individually and has marketed its mortgages at about a 4% discount

from the insured mortgage amount. Under the second option, the

City, probably acting through the Housing Development Corporation

(4DC), might pool several mortgages to issue bonds in sufficient
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bulk to create interest in the municipal bond market. This option
is being considered because the bond market may be receptive to a
tax exempt Federally insured housing obligation and this option
may be less costly to the City. The primary consideration in
choosing between these options is maximizing the net proceeds to
the City. The Comptroller will be actively involved in evaluating
these alternatives. No mortgage may be sold by the City without
the Comptroller's approval of the terms and conditions of such
sale. 1In either option, it is expected that the City's agent
for the transaction would be HDC. The reasons are two-fold.
Firsﬁ, HDC, unlike the City, is already an approved FHA mortgages.
Second, even in the face of the City's fiscal predicament, HDC
has shown itself able to remain solvent and has refinanced all of
its short-term indebtedness. The State legislature has already
granted HDC the power to refinance any of New York City's
outstanding mortgages, to incur any costs associated with the
refinancing, to dispose of any of the new mortgages, and to
return any proceeds and the second mortgages to the City. If
HDC sells bonds it will become the first mortgagee for the

new FHA-insured mortgages.

Question - 8) What costs will the City incur?

Answer ~ 8) The City or its agent will be required to make certain
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expenditures or to provide for escrow accounts to meet FHA conditions
set forth in the issuance of a mortgage commitment. These
expenditures will be made from the proceeds of the refinanced
mortgages. Therefore, the mortgages will not yield to the City
an amount equal to the maximum insurable FHA mortgage. Seven
kinds of costs are foreseen. They are:

l) Application fees - FHA requires a fee of $3 per
thousand dollars of mortgage amount requested. This will be paid
at the filing of the application.

2) Co-insurance of the Federal dJovernment - FHA, by
regulation, may require co-insurance of its risks by the mortgagee.
The maximum exposure of the City will be 50 per cent of a project's
mortgage but, in no event, more than 5 per cent of the insured
portfolio's total wvalue, Both the City and State have negotiated
this co-~insurance provision in exchange for several substantial
favorable modifications of 223(f) regulations, i.e. In return,
FHA agreed to raise the maximum insurable mortgage from 85 to 90%
of FHA value, to lengthen the maximum mortgage term £from 35 to
40 years, and to permit cash redemption upon foreclosure as opposed
to redemption through debentures.

3) Costs of Marketing FPHA Mortgage Commitments - In the
event the City decides to sell these mortgages individually to
private investors there may be a discount of the mortgage amount
by the market (See question 7). The alternative, bond sales, may

impose certain underwriting costs.
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4) Escrow Accounts for Increased Costs -~ The City may
put up an escrow account to guarantee FHA that increased expenses
will be met by increased cash flow.

5) Repair Costs -~ The City may be required to repair
certain prcblem areas in a development.

6) Costs of Meeting Fire Safety Standards Required By
FHA Minimum Property Standards - FHA may require and the City
would have to install either speinklers or smoke detection
systems in some developments.

7) Closing Costs - Standard closing costs and consultant

fees,

Question - 9) What happens to the difference between the outstanding

City debt and the lower debt insured by FHA? q.wﬂﬁyf}f

Y

it
i

-

Answer - 9) The housing company still owes this amount to the City.
The legislation terms it "residual indebtedness" and requires that
the City take back a debt instrument that evidences it. Resgidual
indebtedness is defined to be the unpaid principal balance due on
the original mortgage loan plus all accrued interest less the

max imum insurable FHA mortgage. For example:

Unpaid principal balance (outstanding debt) $100
Accrued interest (debht service arrears) 10
Total $110
less Maximum Insurable Mortgage (FHA first
mortgage) § 80
Residual Indebtedness (City second
mortgage) : _ $§ 30

The statute provides that the term of this second mor tgage cannot
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exceed the term of the Federally insured loan plus ten years.
However, it does not have to run concurrentlyiwith the FHA mortgage.
In nho event can it expire more than 15 years after the Federally

insured loan has been satisfied.

Question - 1l0) What is the role of the consultants?

Answer - 10) Throughout the time during which the refinancing
proposal was being developed, both the City and State have been
utilizing the help of consultants. To date, the costs of the
consultants have been totally funded by the State. There are two
groups of consultants. First, the Urban Real Estate Finance
Corporation will provide the following major services:

1. Aid in the preparation of the applications that are
to be filed with FHA and negotiate the amount of the
commitment FHA will issue.

2. Assgist, consult with and develop for the City a
marketing plan for the insured mortgages by way of
a bond issue or direct sale.

Its fee is on a contingent basis and payable only after a mortgage
closing. The agreement between it and HDC will provide for a
sliding scale based on the volume of mortgage commitments actually
closed: 0.5% (one half of one per cent) of the first $150 million,
0.4% (four tenths of one per cent) for the second $150 million and

0.3% (three tenths of one per cent) for anything over $300 million.
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It is a cumulative contract with that of the State and therefore,
the City will benefit from the lower portion of the fee schedule.
This consultant was chosen after the State and City interviewed
saeveral potential firms. Through its efforts for the State, the
consultant has established an excellent relationship with the FHA
task force and is able to provide the City with the experience
necessary to process expeditiously.
The second group of consultants is Brownstein, Zeidman,
Schomer and Chase, a Washington-based law firm that has previously
been used by the City for other housing purposes and that is
currently being used by the State for legal services for its
refinancing. Mr. Brownstein is a former FHA Commissioner/Assistant
Secretary of HUD. Among the services it will provide are:
1. Supervising and coordinating all legal aspects of
the FHA insurance transaction.
2. Working with the City, HUD and mortgagors in order
to expedite mortgage loan closings.
3. Replacing original mortgages with refinanced mortgages
and creating the residual indebtedness mortgages.
4, Drafting the co-insurance agreement with FHA,
The bulk of the legal fee is earned at a mortgage closing; $9,000
per loan for the first 15 loans, $7,000 for the next 20 and $5,000 per
loan for the remainder, plus out of pocket expenses up to a maximum
of $7,500. However, if no closings take place the fee will be up

to $15,000, for out of pocket expenses and houxrly charges at

regqular billing rates.
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Question - 11l) What steps are to be taken?

Answer — 11)

l.

The steps that will be taken in the very near
future are:

Signing of the co-insurance agreement between FHA

and HDC.

Letting of the consultant contract between Urban

Real Estate Finance Corporation and HDC.

Letting of the consultant contract between Brownstein,
Zeldman, Schomer and Chase and HDC.

Securing the approval of the first set of housing
companies to their refinancing.

Filing of applications with fee for the first projects
to be refinanced (HUD has agreed to accept applications

prior to the signing ©f the co~insurance agreement.)
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STATE OF NEW YORK .

DEPARTMENT OF AUDRIT AND CONTROL .
270 BROADWAY, NEW YORK CITY

ARTHUR LEVITT July 26, 1976 IN REPLYING REFER TO

STATE COMMTROLLER

Mr. Herbert Elish

Executive Director

Municipal Assistance Corporation
2 World Trade Center — Room 4540
New York, New York 10047 ) i

TR LS

Dear Mr. Elish

In accordance with our conversation of last week, enclosed
please find the proposed managerial summary on our draft audit
report dealing with Debt Service Arrearages Under New York City's
Mitchell/Lama Program.

The draft report itself has been furnished to the City
with a request for formal comments. Upon receipt of these
comments, we will finalize the audit report. 1In view of the
interim status of the audit, I would appreciate if you do not
disseminate this data. If you are interested in the draft
report itself, which contains the details, this can be made

available,
Very txuly yours,
Arthay N Gordon, Director
Mebttopolitan Area Office
td

Enc.



OFFICE OF THE STATE COMPTROLLER REPORT ON DEBT SERVICE

DIVISION OF AUDITS AND ACCOUNTS ARREARAGES OF COMPANIES

REPORT NO. NYC-41-76 - OCPERATING UNDER NEW YORK
CITY'S LIMITED PROFIT
HOUSING PROGRAM

PROPOSED

MANAGERIAL SUMMARY

Background

The Department of Development is the component of the
New York City Housing and Development Administration (HDA)
responsible for supervising the operations of housing
companies established under the City's Limited Profit Housing
Program (Mitchelleama).

The program was designed to encourage private enterprise
to provide housing, at reasonable reﬁts, for middle income
families in an effort to retain them in theucity.' This was
to be accomplished by providing real estate tax abatements and
mortgage loans of up to 95 percent of the project costs at
low interest rates.

- The law intended the program to be self-liquidating. The

City obtained funds for the mortgage loans from the sale of

and Bond Anticipation Notes. Financing is subject
bonds/to the New York State Local Finance Law, Article 2,
Section 150, which imposes a housing debt limitation of 2 percent
of the City's average assessed real estate valuation; and
Article 2, Section 104 which imposes a 10 percent debt limitation
of the City's average full real estate valuation, for the City
capital expenditures. To the extent housing debt is supported
by mortgage loans to solvent projects the law pefmitétheir debt to be

excluded from the debt limits.



Our audit report issued in 1974 (NYC-8~74) pointed out
the numerous financiai problems in the program. The report
indicated that HDA did not effectively supervise and control
the affairs of the housing companies. We have since recom-
mended that this program be accounted for as a separate
enterprise fund under the revised accounting system being
promulgated for New York City. This will permit a ready
matching of program revenues and expenses and the preparation
of financial statements showing program assets and liabilities.

Major Observations and Conclusions

By June 30, 1975, 90 of the 125 housing companies then
operating were $35 million in arrears to the City for debt
service and fees. The arrears had been increasing since 1968.
Seventy-seven of these companies were in arrears for more than
one month. The arrearage increased sharply during fiscal year 1975,
totalling $40 million by September 30, 1975 and $51 million as
of May 1976. The September arrears equaied 53 percent of the
annual billings.

This steadily worsening situation threatens to collapse the
- self-sustaining aspects of the Mitchell-~Lama program. This |
in turn will impose the full burden of the bond obligations
upon the city, already in deep financial crisis. fThis has occurred
to a significant extent already; during thé first eleven months
of fiscal 1975-76 the city paid $92 million in debt service on
the bonds and interest on bond anticibation notes (BANS) but

received only $6% million in mortgage payments. In the two



previous fiscal years bond payments plus interest on BANS
were $94 million, mortgage payments only $73 million. The
City's payments did not include redemption of the BANS
which were rolled over in the amount of $925 million during
-fiscal 1973-74 and $800 million in 1974-75. In 1975-76 the
BANS were included in the three year moratorium on the city's
shoft term notes in the amount of $616 million exclusive of
$485 million held by New York State and the Municipal Assis-
tance Corporation.

Factors contributing to the debt service arrearages were
these:

. Many of the housing companies have permitted serious
rent delinguency. About $4.15 million in rent was overdue
in September 1975; by November 1975 reﬁt arrears exceeded $4.6
million. As of September 30, 1975, a total of 7,409 {(14.7
percent) of 50,337 tenants were behind in their rent. Almost
1,000 of this number were four or more months past due.

HDA did not promulgate a policy on rent arrearages.
As a result housing companies policies varied; some waited
until a tenant was two or more months in arrears before taking
any action while one company in our sample did not try to evict
anyone in arrears.
Delingquency was not uncommon even among members of

Boards of Directors of cooperative housing companiés. Thirty-two
of 83 directors in 10 co-ops included in our sample weré in

arrears in their rent.



The consequences of housing company inaction on
rent delinquency was sharply illustrated at one cooperative
whére two tenants were permitted to accumulate combined
arrears of $5,200 above their eguities. Both moved out and
despite the previous non-payment and other problems in their
credit standing, were admitted into another Mitchell-Lama
project. Predictably, they were $1,200 in arrears at their
new locations.

. A more aggressive HDA policy was needed concerning
housing company investments. Two of the companies in our
sample had invested funds which could have been used to reduce
debt service arrears. An HDA requirement for submigssion of a
"Cash and Investments" report was frequently ignqred; fewer
than half of our sample companies had submitted it. |
| . But the main céuse of debt service arrears was the
fact that the revenues of delinguent housing companies failed
to cover their debt service, operating e#penses and reserve
fund requirements. Cooperativé housing companies were particu-
larly reluctant to request rent increases, (One company
petitioned for a rent decrease even though its debt service
arrears at the time was $4 million). Increases ordered by HDA
were often insufficient to meet financial requirements. Of
elevén companies in our sample that received increases in fiscal
1975)nine still had costs exceeding income after the increases.
This policy can only further erode the poor financial conditions

of companies.



Another factor in some cases was the infrequency of
rent increases in the past although it was evident that
revenues were insufficient. The Merola law limits the
issuance of rent orders which impose rent increases to once
every two years. In some cases we found that HDA waited
more than two years to issue the order despite an urgent need
\f&r the increase.

To stay within the intent of the self-sustaining objectives
of the Mitchell-Lama law it appears that HDA has no choice
other than to order rent increases which will provide sufficient
revenues to insure proper mortgage payments and reserve fund
requirements provided that the apartments can be rented at the
increased level to tenants who qualify.

We suggested that HDA's long range planning include
scheduled rent increases which will enable the housing companies
to reduce their debt service arrears .over the shortest possible
period. These plans and schedules should be-carefully reviewed
w1th the housing companies so that the need for the increases
_15 demonstrated and understood. Thorough,rev1ew of tenants'
income levels is '‘also a necessary adjunct. of rent order planning
so that tenants’ abili£y to pay rent increases and their eligibi-
lity for Federal subsidies where appropriate can be clearly
established. | |

Neither the housing companies nor HDA have sufficiently
implemented utility increases for higher costs of gas, electricity

and fuel which may be passed along to tenants without Merola
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law restrictions. HDA's policy of not concurrently imposing

goth a rent increase and a utility pass-along, where such action is
appropriate, obviates the purpose of the pass~along. Strengthening
of procedures could also increase other revenues such as

parking fees, air conditioner and dishwasher assessments and
laundry concession commissions.

In its efforts to reaucé debt service arrears HDA has
reached agreements With housing companies whereby some who
were making no payments started to and others increased their
payments. However, since in most cases payments will still be
much lower than the total monthly billings the arrears will

continue to mount.
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