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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






