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Chairman’s Report

Last year, the New York City Housing Development
Corporation saw the first fruits of a project begun the
preceding year: to give New York City significant help
in weathering its severe financial crisis. It did so by
aiding the City to obtain Federal insurance for its
Mitchell-Lama mortgage portfolio. At the time
Federal insurance was obtained, the Mitchell-Lama
mortgages were modified and recast into insured first
mortgages, which the Corporation retained, and non-
insured second mortgages, which were assigned to the
City. HDC then used the insured mortgages either for
outright sale or as security for bonds.

The first step in this process was the sale of six
insured mortgages to Unity Savings Association; the
second was a bond issue of $70,000,000 secured by
another twelve such mortgages, and purchased by
six thrift institutions. The bond sale was an innovative
process. It represented the first time that tax-exempt,
modified pass-through bonds backed by Federally in-
sured mortgages were sold to purchasers under an
agreement that embodied a forward commitment at a
fixed interest rate. That commitment covered up to
$230,000,000 more in bonds, and as the year ended
plans were being completed for a second bond issue
in the amount of some $20,000,000.

During the year the Corporation pursued an-
other important goal: maintaining the financial via-
bility of the eight projects it had previously financed.
This was no easy task, for the basic economic prob-
lems affecting the City plagued both the projects and
their tenants. Rising operating costs, especially utili-
ties, required rent increases, but the tenants in many
cases were unable to meet the levels required. This
problem was met by negotiation among HDC, project
owners, and tenants, in an attempt to protect every-
one’s interests. At the end of the fiscal year all pay-
ments due to bondholders had been met, and there
had been no necessity to call upon HDC’s Capital
Reserve Fund.

The Corporation also continued to seek ways to
finance rehabilitation and thus continue to carry out
the City’s housing policy. In view of its still limited
access to the market, HDC explored various possible
security devices. These included the Federal coinsur-
ance program and participatory relationships with
government or private thrift institutions. In addition,
the City’s housing agency and HDC received a set-
aside of Federal housing assistance payments under
Section 8 of the U.S. Housing Act. These subsidy
funds, covering approximately 1000 units, were ear-
marked largely for rehabilitation projects. At year end,
the two agencies were working together to develop
either bond or mortgage financing mechanisms which
would allow them to proceed with the projects.

Thus, over the year, the Corporation made a sub-
stantial contribution to the City’s cash flow, helped
projects in their efforts to maintain a state of eco-

nomic stability, and made progress in developing 5
program for financing housing rehabilitation, The
Corporation itself remained financially sound, so that
it did not need to turn to City or State sources for
replenishment of its Capital Reserve Fund. In the
coming year, HDC hopes to complete the Mitche]]-
Lama refinancing and to move forward with a financ-
ing program for the rehabilitation of housing in the
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Sander Lehrer
Chairman

January 17,1978




Members and Executive Staff

The membership of the Corporation consists of the
Commissioner of the Department of Housing Preser-
vation and Development of The City of New York
(who is designated by the New York City Housing
Development Corporation Act as Chairman of the
Corporation), The Director of Management and
Budget of The City of New York, and the Finance
Commissioner of The City of New York, serving ex
officio, and four public members, two appointed by
the Mayor and two appointed by the Governor. A
minimum of four members is required to bind the
Corporation.

Sander Lehrer
Chairman and Member ex officio

Mr. Lehrer is Commissioner of the Department
of Housing Preservation and Development of The City
of New York. His immediately prior position was
Assistant Commissioner for Legal Affairs for that De-
partment, working on the development, formulation,
and interpretation of laws, rules, and regulations,
participating in policy-making decisions, and super-
vising the legal staff. Mr. Lehrer was in private
practice for eight years, specializing in real estate,
general corporate work, and commercial litigation.

Thomas E. Dewey, Jr.
Vice Chairman and Member (serving pursuant to law)
Mr. Dewey is founder and President of Thomas
_E. Dewey, Jr. & Co., Inc., a firm specializing in finan-
cial advisory services. He'is also a Trustee of Lenox
Hill Hospital and of the Harlem Savings Bank.
Formerly he was a General Partner in the investment
banking firm of Kuhn, Loeb & Co.

Robert J. Bott
Member ex officio

Mr. Bott is Director of Management and Budget
of The City of New York. Previously Deputy Director
of that office, he had served earlier as Assistant Dean
for Budget Administration of the City University,
Budget Director and Deputy Assistant Administrator
for Administrative Management of the New York City
Housing and Development Administration, Budget
Director of the Boston Redevelopment Authority, and
Financial Advisor to the Government of Brazil.

Pazel G. Jackson, Jr.
Member (serving pursuant to law)

Mr. Jackson is a Vice President of The Bowery
Savings Bank of New York. He was formerly Assis-
tant Commissioner of the New York City Department
of Buildings and Chief of Design of the New York
World’s Fair Corporation.

Ms. Frances Levenson
Member (term expires January 1,1979)

Ms. Levenson is Director of Urban Housing and
Vice President of The New York Bank for Savings,

where she is in charge of the Bank’s program of spon-
soring, financing and promoting low and moderate
income housing. She was previously Deputy Com-
missioner for Housing Sponsorship in the Department
of Development of New York City’s Housing and
Development Administration. She had formerly been

General Counsel to the City Commission for Human
Rights.

Gilbert MacKay
Member (term expires December 31, 1977)

Mr. MacKay is founder and Chairman of the
Board of MacKay-Shields Financial Corporation, an
investment management firm which deals primarily
with corporate pension trust clients.

Harry S. Tishelman
Member ex officio

Mr. Tishelman is Commissioner of Finance of
The City of New York. He had previously served the
City’s Finance Administration in several capacities,
most recently as First Deputy Finance Administrator.
Before entering public service, Mr. Tishelman was in
private law practice. He is a member of the New York
State Bar and a Registered Public Accountant of New
York State.

Harold Kuplesky
Executive Director

Mr. Kuplesky is an attorney with extensive ex-
perience in housing. He has served the Corporation
since its creation as Housing Analyst and then Deputy
Executive Director. Previously he was Assistant to the
First Deputy Commissioner, New York City Housing
and Development Administration. Mr. Kuplesky was
also a planner for the New York State Office of Plan-
ning Coordination and the New York State Division of
Housing and Community Renewal.

Roger C. Simons
Deputy Executive Director/
General Counsel and Secretary

Mr. Simons, an attorney and previously Assistant
Counsel of the Corporation, is experienced in both the
public and private sectors of the real estate and con-
struction fields. Prior to his association with the
Corporation he served as Senior Attorney with the
Department of Development of the New York City
Housing and Development Administration and had
been Vice President and General Counsel of a major
eastern developer.

John L. Warren
Treasurer

Mr. Warren is a certified public accountant. He
was formerly the Director of Finance for the City of
New Rochelle, New York, Accounting Executive of
the County of Nassau, New York, and Comptroller
of the Incorporated Village of Rockville Centre, New
York.



HDC Housing Finance Program

Need

Since the enactment of New York State’s Limited
Profit Housing Companies Law in 1955, The City of
New York has borrowed over one billion dollars from
the public in order to finance limited-profit housing
projects. This ambitious commitment strained the
City’s constitutional capacity, upon which there are
many other claims in addition to housing. The Corpo-
ration was created as a supplementary and alternative
vehicle for borrowing money for housing projects
without directly encumbering the City’s own credit.
During the City’s fiscal crisis the Corporation has
aided the City in the refinancing of its limited-profit
housing mortgages.

Powers and Authorization

The Corporation is authorized by its enabling act
to make loans for new construction or for rehabilita-
tion of multifamily housing and to obtain the funds
therefor by issuing its notes and bonds. It may make
both types of mortgage loan to housing companies in
accordance with the provisions of Article II (the
Mitchell-Lama program) of the Private Housing Fin-
ance Law. Under Article VIII of the same law, the
Corporation may make rehabilitation loans to owners
of existing multiple dwellings. In both cases, the loans
must serve the public purpose of providing residential
accommodations to persons and families whose need
for safe and sanitary housing is not being met in New
York City by unassisted private enterprise. The maxi-
mum income of persons and families occupying such
housing, the rentals and carrying charges payable, and
the profit of housing companies are determined and
regulated by law.

The Corporation is also authorized to acquire cer-
tain mortgages which secure loans made by The City
of New York under the Mitchell-Lama program, and
which the City intends to sell or assign to the Corpo-
ration to enable it to raise cash on the City’s behalf.
Mortgages acquired from the City are to be insured by
the Federal government and either sold or used as
security for the sale of bonds. The net proceeds of the
sale of the mortgages or the bonds will go to the City.

In 1977, the Corporation was authorized (1) to
develop its own program for financing the rehabilita-
tion of housing in New York City where the mort-
gages securing such loans were insured or coinsured
by the Federal government, and (2) to participate with
The City of New York and/or private investors to
make rehabilitation loans in accordance with the pro-
visions of Article XV of the Private Housing Finance
Law.

In addition, the Corporation is authorized to
issue taxable bonds if such bonds are either guaran-
teed or subsidized by the Federal government pursuant
to Section 802 of the Housing and Community De-
velopment Act of 1974.

The Corporation has been authorized by the New
York State Legislature to sell notes and bonds up to a
total of $800,000,000, or such amount as shall not
cause its Capital Reserve Fund (defined below) to ex-
ceed $85,000,000. In 1977, the State Legislature
authorized the Corporation to issue bonds for any
corporate purpose without making a deposit into a
Capital Reserve Fund.

Existing Financing Programs

Pursuant to the above powers and authorization,
the Corporation has two operational programs. The
first covers obligations issued pursuant to the General
Housing Bond Resolution and the second relates to the
issuance of bonds pursuant to the Multifamily Hous-
ing Limited Obligation Bond Resolution encompassing
the refinancing of mortgages acquired from The City
of New York.

A. General Housing Bonds. Funds for the pay-
ment of debt service on these bonds come primarily
from the payments made by the mortgagors of the
projects financed by the Corporation pursuant to the
General Housing Bond Resolution. These payments
include principal, interest, mortgage origination fees,
and annual service charges. The funds required to be
paid by the mortgagors may be derived in part from
payments made by the U.S. Department of Housing
and Urban Development under the terms of subsidy
contracts. Under the Resolution, deficiencies in such
payments may be made up from monies on deposit in
the General Reserve Fund.

Bonds issued by the Corporation pursuant to the
General Housing Bond Resolution are secured by a
pledge of all mortgages financed in whole or in part
by the proceeds of the bonds and by various funds
and accounts including the Capital Reserve Fund. The
Capital Reserve Fund is made up of the maximum
annual debt service for each issue of General Housing
Bonds and must be funded from the proceeds of each
bond issue, if not from another source. If, for any
reason, this Fund should fall below its required level,
then the Chairman of the Corporation must certify
that fact to the Mayor and the Director of the Budget
of The City of New York. If the City fails or is unable
to restore the Capital Reserve Fund to the required
minimum, either from budgetary funds or from bor-
rowings as authorized by the Corporation’s enabling
Statute, then the Chairman must so certify to the
State Comptroller, who is then required to pay to the
Corporation the amount necessary to restore the Fund
to its required level. The Comptroller is to make this
payment out of the first monies available from the
next payment of unallocated per capita State aid to the
City (the only prior claimant to this money is the
City University Construction Fund). Any such pay-
ment would be a non-interest-bearing loan from the
City to the Corporation.



B. Multifamily Housing Limited Obligation
Bonds. Bonds issued by the Corporation under its
Multifamily Housing Limited Obligation Bond Reso-
lution are not secured by the Capital Reserve Fund or
any of the funds and accounts established under the
General Housing Bond Resolution. The primary secur-
ity for these bonds is the Federal mortgage insurance
obtained at the time of the acquisition of a Mitchell-
Lama mortgage from the City of New York. Debt
service on any series of bonds is paid only from
monies received on account of the insured mortgage
securing that series, including payments made by, or
on behalf of, the mortgagor or by the Federal insurer.
Bonds issued under this resolution are structured as
modified pass-through obligations.

Rent Variance Power
To ensure the continued financial viability of the
project mortgages it finances, the Corporation is em-
powered to vary the rentals charged. Whenever it
finds that the maximum rentals being charged are not
sufficient to meet the mortgagor’s necessary payments
of all expenses (including fixed charges, sinking
funds, reserve, and dividends), the Corporation may
request the mortgagor to apply to the New York City
Department of Housing Preservation and Develop-
.ment (HPD), formerly HDA, for permission to vary
the rentals so as to obtain sufficient income. If the
mortgagor does not do so within thirty days, the Cor-
poration may request HPD to take action upon its own
motion to vary the rental rate. If HPD fails to do so
within sixty days, the Corporation may itself vary the
rental rate. Pursuant to the General Housing Bond
Resolution, the Corporation has covenanted to exer-
cise such power for projects financed thereunder.
However, in cases where projects benefit from any
Federal housing program of financial assistance, such
rental increases are subject to the approval of the U.S.
Department of Housing and Urban Development.

HDC Notes and Bonds as Legal Investments

Under the provisions of Section 662 of the New
York City Housing Development Corporation Act, the
Corporation’s notes and bonds are made securities in
which all of the following may properly and legally
invest funds, including capital in their control or be-
longing to them: all public officers and bodies of the
State of New York and all municipalities and munici-
pal subdivisions of the State; all insurance companies
and associations and other persons carrying on an in-
surance business; all banks, bankers, trust companies,
savings and loan associations, building and loan asso-
ciations, investment companies, and other persons
carrying on a banking business; administrators, guar-
dians, executors, other fiduciaries ; and all other per-
sons whatsoever who are now, or may hereafter be
authorized to invest in bonds or in other obligations

of the State. The notes and bonds are also securities
which may be deposited with and may be received by
all public officers and bodies of the State and munici-
palities and public corporations for any purpose for
which the deposit of bonds or other obligations of the
State is now or may hereafter be authorized.

Tax Exemption

In the opinion of Bond Counsel to the Corpora-
tion, the interest on the Corporation’s notes and bonds
is exempt from (i) Federal income taxes under the ex-
isting statutes and rulings issued by the Internal Rev-
enue Service and (ii) New York State and New York
City income taxes; except that Bond Counsel expresses
no opinion as to the exemption from Federal income
taxes of such interest for any period during which any
bond or note is held by a person who, within the
meaning of Section 103(c)(7) of the Internal Revenue
Code of 1954, as amended, is a substantial user of the
facilities with respect to which proceeds of the notes
or bonds were used or a related person.



HDC Accomplishments

As the 1977 fiscal year began, the New York City
Housing Development Corporation was examining
ways to help New York City weather its financial
crisis. Under consideration were two approaches in-
volving the use of the City’s Mitchell-Lama mortgage
portfolio. Both of these depended upon securing Fed-
eral insurance on the mortgages pursuant to Section
223(f) of the National Housing Act. Once insured, the
mortgages could either be sold directly in the second-
ary mortgage market or serve as security for bond
issues of the Corporation.

During 1976-77, both of these possibilities were
realized. The United States Department of Housing
and Urban Development committed itself to insuring
parts of the existing mortgages of twenty-five New
York City Mitchell-Lama projects. It was agreed be-
tween HDC and the City that the mortgages would be
assigned to HDC and modified and recast into a Fed-
erally insured first mortgage, which HDC would
either sell or use to secure bonds, and an uninsured
subordinate mortgage which would be assigned to the
City.

In February, the first set of insured mortgages
was sold on a competitive basis in the secondary mort-

| gage market to Unity Savings Association of Chicago.
» Unity paid $21,060,300 for the six mortgages, or 99.92

 percent of their total face amount. The mortgages car-

- ried an annual interest rate of 8%2 percent for 40 years.

At the same time, the Corporation was seeking
means of using other insured mortgages as backing
for bonds, since this arrangement would be more ad-
vantageous for the City in the long rugl. First, the dif-
ferential between the interest rate on the mortgages
and the lower rate on the tax-exempt bonds would re-
sult in an income to the City over the life of the bond
issue. Second, for certain mortgages it would be pos-
sible to lower the mortgage rate and thus achieve a
higher insured mortgage, which would carry  higher
initial proceeds.

An attempt to structure a public sale of bonds
was unsuccessful because the tax-exempt bond market
consisted, at the time, chiefly of individual investors,
and it was felt that such bonds, issued while New
York City was still experiencing severe financial prob-
lems, would meet with too much market resistance,
even though they were secured by Federally insured
mortgages.

After the February sale, First Pennco Securities,
Inc. approached the Corporation with a proposal that
HDC should sell bonds to savings institutions to be
found by First Pennco. The bonds, each backed by a
single mortgage, would be structured as tax-exempt,
pass-through securities. They would pay interest at
672 percent, and the purchasers would commit to buy
a substantial amount of bonds at that 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 services in the transaction.

The proposal was advantageous for several rea-
sons. First was, of course, the forward commitment,
The proposal would allow HDC to lock in a 6% per-
cent interest rate for a substantial period and thus be
protected from mortgage and bond market fluctua-
tions. Furthermore, HDC could issue mortgage-backed
bonds as the mortgages became available, instead of
having to stockpile mortgages in advance, as a bond
sale would normally require. And the private place-
ment would mean that HDC would not be obliged to
enter a public market troubled at that time by the un-
certainties surrounding the City moratorium payment’
plan.

After HDC obtained an expedited ruling from
the Internal Revenue Service that the bonds would be
exempt from Federal income tax, the Members decided
to proceed along the lines proposed by First Pennco.
The Corporation would offer 40-year bonds, each
backed by a 40-year mortgage. The bonds would
carry an interest rate of 6%2 percent, which in all cases
would be less than the interest rate on the mortgages.
The purchasers would commit to buy a total of
$200,000,0007in bonds af the same interest rate, with
the option for a third $100,000,000. They would hold
the commitment on the first $100,000,000 through
December 31, 1977 and on the second $100,000,000
through March 31, 1978. As to the third $100,000,000,
the purchasers agreed to buy the bonds if delivery
could be accomplished by December 31, 1977; the
Corporation later obtained the purchasers’ agreement
to extend this date to March 31, 1978,

Six banks agreed to take part in the plan, with
each series to be allocated among them as follows:
Metropolitan Savings Bank 36.6670%

Greater New York Savings Bank ... . ... 16.6665
West Side Federal Savings and

Loan Association ................. 16.6665
Astoria Federal Savings and

Loan Association ................. 13.3330
Dollar Savings Bank of New York . ..... 8.3335
Manhattan Savings Bank ............. 8.3335

100.0000%

 For the initial $69,859,100 bond sale, HDC issued
a series of bonds for each of twelve insured mortgages,
each in an amount equal to the face value of that mort-
gage. Competitive bids for trusteeship of the sale were
solicited, and the Corporation chose Chemical Bank.
At the end of the fiscal year, plans were maturing for
a second bond sale of approximately $20,000,000, to
be backed by seven insured mortgages.

~ While carrying on all these activities in behalf of
the City, HDC did not lose sight of its responsibility
towards the eight housing projects that it has financed
since its inception. These projects, like all other hous-



ing in the City, were beleaguered by rising mainten-
ance costs, particularly utilities, and initial rent in-
creases have been necessary for all except Knicker-
bocker Plaza. An increase of 20 percent was put into
effect at Ocean Park at the end of fiscal 1976, and a
two-stage increase instituted then for Linden Plaza
was completed this year with a second-stage rise of
approximately 20 percent. Waterside is the subject of
an agreement entered into in 1976, whereby the
owner, HDC, and the tenants would share in meeting
increased operating costs. That program, described in
last year’s Annual Report, resulted in a rent increase
this year of 7% percent.

Independence Plaza North also faced an extraor-
dinary increase in maintenance costs, primarily as a
result of significant increases in the cost of steam heat
provided by Con Edison. The rent increases that would
be required to meet these higher costs were such that
the tenants could not meet them unassisted, and HDC
met with the owner and tenant representatives to dis-
cuss the problem and negotiate a solution. In the end,
it was agreed that the owner would make an equity
contribution of $600,000, HDC would permit the de-
ferral of interest payments in an equal amount, and
the tenants would pay rent increases over the next two
years of 10 percent and 6 percent respectively. The
interest deferred would be repaid over a ten-year
period commencing September 1, 1980.

Another arrangement was worked out with North
Waterside, whereby rents would be increased 7% per-
cent each year for five years and monthly utility
charges increased by $2 per room per month each year
for five years. During the first four years of this
period, HDC will provide a total credit of $68,000,
allocating the amount of $10,000 for each of the first
two years, $15,000 the third, $33,000 the fourth. The
owner will contribute by forgoing certain expected
revenues.

The most difficult problem of the year arose inj
the project now known collectively as Yorkville

Towers (formed by the merging of the former Rup-
- pert Towers and Yorkville Towers projects). Here, the
rise in maintenance costs led to an owners’ applica-
tion for rent increases, a public hearing, and an order,
effective July 1, for an increase of 14.5 percent. This
prompted approximately 40 percent of the tenants to
institute a rent strike. Prolonged negotiations finally
led to the following proposal: the tenants would ac-
cept a three-year rent increase plan entailing rises of
6%z, 7%, and 8 percent annually. The owner would
make a loan to the project of up to $950,000, and

HDC would defer $550,000 of debt service; both -

A,

would be repayable on a pari passu basis over a ten-:

year period at a 6 percent interest rate, commencing
July 1, 1980. As the end of the 1977 fiscal year ap-
proached, this proposal was about to be presented to
all parties involved. (Shortly afterwards, all parties

agreed to the proposal, and it was implemented.)

Kew Gardens Hills, a rehabilitation project
undertaken by the Corporation in Queens during
1975-1976, progressed during the past fiscal year. At
the end of the year the contractor was ahead of sched-
ule, and rent-up of the rehabilitated units was pro-
ceeding. Out of the 909 units that had been vacated
for rehabilitation, 408 were completed, and of those
317 had been rented. Another 357 units, which were
substantially occupied, were to receive moderate re-
habilitation that would require no relocation of
tenants.

HDC’s Series VI Housing Notes, in the amount
of $37,703,000, were issued on August 15, 1975, and
were secured by the mortgages and interest subsidy
contracts of Knickerbocker Plaza and North Water-
side. These notes, held by the four New York City
Pension Funds, were rolled over in 1976 as Series VII.
It had been hoped that this year they might be re-
finarced~with Bonds, but with the market for New
York\State~and»~C1ty obligations still unsteady, this
proved 1mposs1b1e to accornphsh On August 15, 1977
the Funds had the options of renewing the notes, ac-
cepting bonds, or taking over the mortgages and their
interest subsidy contracts. Understanding the market
problems faced by HDC, they elected to roll over the 9
percent notes as_Series VIIT Housing Notes at the
same tate.

-~ Efforts were made to find alternative buyers for
the Corporation’s Series D and E bonds, since if the
original purchasers were to sell them after August 15,
1978 and sustain an aggregate net loss as adjusted,
the Corporation has an obligation to reimburse them
for any such loss. By year end this had not been ac-
complished, but efforts were continuing.

While HDC was helping the City face its financial
crisis, the long-term problem of deteriorating housing
stock remained an important concern for both the City
and the Corporation. Since the City’s housing policy
is now aimed toward rehabilitation, it was in this di-

rection that HDC pursued its housing activities during

the year.

One possible avenue appeared to be cooperation
with the Federal government under the mortgage coin-
surance program (Section 244 of the National Housing

;:7":Act). Used alone, this program as now designed is not

practical for multifamily housing sponsored by state
housing agencies, as only 80 percent of the risk is as-
sumed by the Federal government. Another problem
has been Federal insistence that state agencies follow
procedures that have proved cumbersome in the past.
HDC is one of several agencies across the country that
have been striving for a workable Federal coinsurance
program.

Another method of financing rehabilitation is
participation loans, in-which a. private lender shares
the cost by purchasing HDC bonds. (This method was



I

used for Kew Gardens Hills, which was financed in
1975-76 by General Housing Bonds purchased by The
Bowery Savings Bank.) The security for future bond
issues would be solely the mortgage and revenue from
the project. No tap on State aid to New York City and
no general obligation of the Corporation would be
involved.

A new aspect of the participation loan plan could

be the use of Community Development Funds to sup-
plement bond proceeds. At year end, this possibility
was under active discussion with a savings bank in
Brooklyn, which is interested in the rehabilitation of
buildings in Brighton and Flatbush.
In July 1977, a set-aside for 1,000 units of Fed-
/ eral Section 8 Housing Assistance Payments was made
available to New York City. It was subsequently allo-
cated to one new construction and nine rehabilitation
projects. By year end, two of these were discussing
with the Corporation the possibility of financing re-
habilitation through sale of HDC bonds. It is planned
that, after completion of the projects, the Section 8
contracts for all ten will be administered by HDC.

During the summer, New York City restructured
its housing agency, the New York City Housing and
Development ~Administration: its Administrator,
Thomas Appleby, becanie Commissioner of the result-
ing new agency, the Department of Housing Preserva-
tion and Development. Under both titles Mr. Appleby,
as head of the City’s housing agency, was ex officio
Chairman of the New York City Housing Development
Corporation, and in that capacity served the Corpora-
tion withan energy and dedication for which the Cor-
poration is very grateful. On August 31, Mr. Appleby
resigned to become Regional Director for New York
and New Jersey of the U.S. Department of Housing
and Urban Development. He was succeeded at HPD
and HDC by Sander Lehrer, Esq., who had been HPD's
Assistant Commissioner for Legal Affairs.

In February, Ivan E. Irizarry, an ex officio Member
of HDC, resigned his post as the City’s Finance Com-
missioner, and hence his valued membership in the
Corporation. He was replaced in HDC by Harry S.
Tishelman, upon the latter’s appointment as Acting
Commissioner, then Commissioner of Finance. In June,
Robert J. Bott became the City’s Director of Manage-
ment and Budget and therefore an ex oficio Member
of HDC, replacing Donald D. Kummerfeld, who had
served the Corporation with distinction.

The state of New York City’s finances and of the
whole economy made 1977 a very strenuous year for
the Corporation, with the painful necessity for rent in-
creases, the arduous negotiations that resulted, and
the difficulty of marketing HDC’s notes and bonds.
Yet HDC survived and remained solvent ; at the end
of the year it was up to date on payments to bond-
holders, without having been obliged to make any call
upon City or State funds to maintain its Capital Re-

serve Fund at the required levels.

The Corporation can look back with satisfactior
upon selling $69,859,100 in bonds and $21,060,30¢
in mortgages on behalf of the City, with the promise
of further sales of bonds. Several rehabilitation PI0j-
ects are in the planning stages, and it is hoped tha
1978 will see a real acceleration in HDC’s efforts tc
rescue and improve New York City’s aging housing
stock.




‘Report of Ernst & Ernst

Independent Auditors

To the Members of the
New York City Housing
Development Corporation

We have examined the statement of assets and liabili-
ties of New York City Housing Development Corpo-
ration’s General Housing Program at October 31,1977
and October 31, 1976, and the related statements of
changes in restricted fund balances, administrative
revenues and expenses and changes in general reserve
fund, and sources and uses of cash for the years then
ended. We have also examined the statement of assets
and liabilities of New York City Housing Develop-
ment Corporation’s Multifamily Housing Program at
October 31, 1977, and the related statements of
changes in restricted fund balances, administrative
revenues and expenses and changes in general reserve
fund, and sources and uses of cash from inception,
February 16, 1977, to October 31, 1977. Our examina-
tions were made in accordance with generally accepted
auditing standards and, accordingly, included such
tests of the accounting records and such other audit-
ing procedures as we considered necessary in the
circumstances.

As discussed in Note F the Corporation has an
obligation to reimburse the original purchasers of the

- Corporation’s Series D and Series E Bonds, if the or-
iginal purchasers sell such Bonds between August 15,
1978 and August 15, 1979 (or such later Settlement
Date as provided in the Bond Purchase Agreement) at
an aggregate net loss as adjusted.

In our opinion, subject to the ultimate loss, if any,
to be realized relating to the Corporation’s obligation
under the General Housing Bond Purchase Agree-
ment, the financial statements referred to above pre-
sent fairly the financial position of New York City
Housing Development Corporation at October 31,
1977 and October 31, 1976, and the changes in re-
stricted fund balances, administrative revenues and
expenses and changes in general reserve fund, and
sources and uses of cash for the indicated periods then
ended, in conformity with generally accepted account-
ing principles applied on a consistent basis.

(é""'“’t""(é(awl—t
m

New York, N. Y.
February 1, 1978




New York City Housing Development Corporation

Statement of Assets and Liabilities

General Housing Program

October 31
1977 1976%
Assets—Note F:
Mortgage loans—Notes Cand D .. ........coovuuerine ] $299,817,719 $291,102,424
Receivable from mortgagors for:
Mortgage billings ........... i 1,072,205 448,518
Reimbursement of eXpenses . ................coouurioeonnini.. 116,404 56,707
Deferred mortgage billings ............... ... .. ... . ... ... . ... 1,415,974 700,000
Cash and investments held for designated purposes—Notes A and E:
Project Mortgage Loan Accounts ...............co'eoonnnnoni... 7,479,259 17,206,939
Capital Reserve Fund .......... ... . 0 20,326,556 20,036,994
Debt Service Funds ............ .o o 1,010,723 1,314,327
28,816,538 38,558,260
Amount segregated for November 1st debt service ...................... 9,527,971 9,549,204
Cash and investments held for operations—Note E ...................... 5,347,857 5,409,147
Receivable from Multifamily Housing Program ........................ 125,534
Office equipment at cost, less allowance for depreciation of $5,946 (1977)
and $22,030 (1976) . ....ouueni i 10,996 16,809
$346,251,198  $345,841,069
Liabilities:
General Housing Bonds—Note F . ..... ... ..o, $282,425,000 $283,505,000
Housing Notes—Note F .............. o 37,703,000 37,703,000
Accrued interest payable on bonds and notes ......................... . 9,988,754 10,019,987
Deferred revenue—mortgage loans—Note D ........................... 1,415,974 700,000
Accounts payable and accrued expenses ................ 0, 1,031,917 603,702
Received in advance from mortgagors ...............c.oooronoononn. .. 545,306 573,932
Fund balances—Notes A, D, F, and H:
Restricted:
Capital Teserves ......... ... i 1,727,997 1,223,142
Mortgage l0ans .. ... e 5,565,999 6,177,640
7,293,996 7,400,782
General Reserve:
Available for future expenses ................ .o 4,897,251 4,384,666
Represented by mortgage loan ............................ .. 694,848
Held for mortgage loan commitment ......................... 255,152 950,000
5,847,251 5,334,666

Commitments—Note K

$346,251,198 $345,841,069

*Reclassified to conform to 1977 presentation
10  Seenotes to financial statements.



New York City Housing Development Corporation

Statement of Changes in Restricted Fund Balances

General Housing Program

Year Ended October 31
1977 1976
Revenues:
Interest on mortgage loans—Note C .. ... ... i $22,160,000 $22,111,820
Fees and Charges .. ...ttt it 695,308 901,256
Earnings on investments . ..... ...t 2,316,569 2,307,918
25,171,877 25,320,994
Expenses:
Interest on General Housing Bonds—Note F . ...... ... ... ... ..ot 18,551,437 18,225,168
Interest on Housing Notes—Note F ... ... ..o i, 3,393,270 3,689,658
Transfers to General Reserve Fund—available for future expenses—Note A .. .. 1,888,223 2,469,650
23,832,930 24,384,476
Increase in restricted fund balances ............ ... ... ... 1,338,947 936,518
Restricted fund balarices at beginning of year ......... ... 7,400,782 8,579,238
8,739,729 9,515,756
Distribution of earnings on investments in Project Mortgage Loan Accounts
2O INOTEZAOTS « v v o v v v e v et et e oo r e s s e (1,445,733) (2,114,974)

Restricted fund balances at end of year—Notes Fand H .................... $ 7,293,996 $ 7,400,782

See notes to financial statements.

Statement of Administrative Revenues and Expenses

and Changes in General Reserve Fund

General Housing Program
Year Ended October 31

1977 1976%

Revenues:
Transfers from Restricted Funds—INote A .. ...ttt i aee e $1,888,223 $2,469,650
Earnings on inVestments ... ..........eeeeceererennreeetaenaeneaaoa, 541,010 639,900
2,429,233 3,109,550

Expenses:
Salaries and related EXPenses . ...« .uviii i 302,893 333,538
=) 3 30,608 53,198
Fees and expenses of the Trustee, Depository and Paying Agent .............. 47,043 44,930

Services of New York City Department of Housing Preservation and

DeveloPIent . vvo et e 352,745 476,762
Other administrative and operating expenses ............coveeivneneenaannn 159,285 100,501
Deferred revenue—mortgage loans—Note D ......... .. ... o i 715,974 700,000
Credits granted to mortgagors—Notes Cand D ............ ... ..t 308,100 367,200
1,916,648 2,076,129
Excess of reventies OVer eXpenses . ........oeuururnunsnenonsas 512,585 1,033,421
General Reserve Fund at beginning of year ....... ... .. ... o i, 5,334,666 4,301,245
General Reserve Fund at end of year—Notes Aand D . ....... ... ... oL $5,847,251 $5,334,666

*Reclassified to conform to 1977 presentation.
See notes to financial statements.
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New York City Housing Development Corporation

Statement of Sources and Uses of Cash

General Housing Program

Year Ended October 31

1977

1976*

Sources:
Proceeds from sale of housing notes, including premium ................
Proceeds from sale of bonds, including accrued interest purchased ........
Proceeds from investments: :
Cost to the Corporation ..........oouuineininein
Earnings ...... ...
Received from mortgagors:
Interest . ... oo

Uses:

Mortgage loans ....... ... .o
Retirement of housing notes ...............ouuiureenn
Interest on housing notes ............. . ... .. 0
Interest on principal payments onbonds ............. ... ... .. ... ...
Amounts segregated for November Ist debt service ....................
Purchase of investments .................. . i
Distribution of earnings on investments to mortgagors .................
Distribution of ground rent escrow account .. ................... ... ...
Operating expenses ..................o.ouueueonei,

Excessof sources ................ ... .. ... . . . . ...
Cash balances at the beginning of year ..............................

Cash balances at theend of year .. ......................
Cash balances were:

Held for designated purposes ................c oo,
Held for operations ....... ... .. . . 0. 0 . . 0 . 0

$ 37,703,000

$ 37,703,000

10,576,125

548,154,417 942,690,051
2,768,372 2,873,169
20,462,274 21,515,771
818,765 817,879
675,680 954,148
610,582,508 1,017,130,143
9,590,001 6,933,713
37,703,000 37,703,000
3,393,270 3,770,300
10,113,466 10,234,395
9,527,971 9,549,204
538,208,957 945,906,562
1,445,733 2,114,974
57,474 204,774
446,847 679,200
610,486,719 1,017,096,122
95,789 34,021
183,069 149,048
278,858  § 183,069
162,517  $ 17,687
116,341 165,382
278,858 % 183,069

*Reclassified to conform to 1977 presentation.
See notes to financial statements.



New York City Housing Development Corporation

- Gtatement of Assets and Liabilities

Multifamily Housing Program

. October 31,1977

Assets:

Mortgage loans—Notes C, Fand G ................. ..

Receivable from mortgagors for:
Mortgage billings
Reserves for replacement and escrows

Bond Proceeds Account
Revolving Account
Claim Payment Accounts
Minimum Property Standard Accounts
Reserve for Replacement Accounts
Debt Service Accounts
Escrow Accounts

Liabilities:
Multifamily Housing Limited Obligation Bonds—Note F
Payable to the City of New York—Note G
Accrued interest payable

Fund balances—Notes B, E and G:
Restricted:

Claim payment . .....ourtiie it

Reserve for replacement

Minimum property standards

Debt service

Escrow

Corporate requirement
General reserve:

Available for future expenses

Commitments—Note K

e U —

See notes {o financial statements.

Cash and investments held for designated purposes—Notes B and E:

Accounts payable and accrued expenses . ....... ... .
Payable to General Housing Program ..................c.coouiveon...

$ 90,456,789

578,990
130,508
$66,392,625
6,847,910
5,673,563
1,872,492
1,637,202
509,554
411,057
42,402 83,386,805
9,096
$174,562,188
$ 69,838,026
91,323,220
189,144
204,999
125,534
5,673,563
3,314,994
2,615,798
756,883
507,579
3,352 12,872,169
9,096
12,881,265
$174,562,188

13
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New York City Housing Development Corporation

Statement of Changes in Restricted Fund Balances
Multifamily Housing Program

February 16, 1977

to October 31, 1977

Revenues:
Interest on mortgage loans—Notes Band C ...................... . 0o
Earnings on investments ......... e e

Expenses:

Interest on Multifamily Limited Obligation Bonds—Note F ... ............0000omonennn ..
Transfers to General Reserve Fund—available for Future expenses—Note B .................
Trustee's fees ... ..o

Increase in restricted fund balances . .......... ...

Contributions:
Initial deposits from The City of New York (Revolving Account) and from mortgagors
($1,674,147)—Notes B and G:
Claim Payment Fund ......... ... . .
Minimum Property Standards Fund ..................... . ... ..
Reserve for Replacement Fund ........... ... ... ... . ... ... . . . . . . ...
Escrow Fund ...

See notes to financial statements.

Statement of Administrative Revenues

and Expenses and Changes in General Reserve Fund
Multifamily Housing Program

$ 1,249,218
168,510

1,417,728

441,413
9,096
39,050

489,559
928,169

5,580,165
2,572,846
3,284,482
506,507
11,944,000
$12,872,169

February 16,1977
to October 31, 1977

Revenues:
Transfers from Restricted Funds—Note B

General Reserve Fund at end of year

See notes to financial statements.



New York City Housing Development Corporation

Statement of Sources and Uses of Cash
Multifamily Housing Program

February 16, 1977
to October 31, 1977

Sources:
Proceeds from sale of bonds . ... ... .
Proceeds from sale of MOTtgages . ..o v o vv i it e [P
Proceeds from investments:
Cost to the Corporation . ... ... vttt it et e e e
Barmings .. e e e e
Received from mortgagors:
InteTest L o e e e e
Principal .
Reserves for Replacement ........ ... it e
ESCrOWS Lo

Ulses:

Interest and principal paymentson bonds ....... ... ... L
Purchase of InVestments ... ... .. it e
Advances to mortgagors ............ e e e e e e e
Purchase and extension fees paid to bondholders .......... ... ... ... ... ... .. ...
Mortgage insurance premiums ............... e e
Placement fees . ......ouut vt
Transfer of replacement reserves to purchaser of mortgages sold .........................
Oher EXPEIMSES vt vttt ettt ettt

Total 1565 ..ot

Cash balances were:
Held for designated purposes . .. .......u.uuun et e
Held for operations ...........ouiiiiuiiiniiae i e

See notes to financial statements.

$ 69,859,100
21,060,300

703,278,957
1,118,343

1,679,828
53,229
969,256
309,119
265,165

798,593,297

273,343
786,213,510
7,140,092
1,954,961
1,051,245
349,295
719,733
600,937

798,303,116
$ 290,181

$ 281,085

9,096

$ 290,181

15
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New York City Housing Development Corporation
Notes to Financial Statements

Note A—Organization

New York City Housing Development Corporation is
a corporate governmental agency, constituting a public
benefit corporation of the State of New York, estab-
lished under the provisions of Article XII of the Pri-
vate Housing Finance Law (the Act). The Corporation
and its corporate existence are to be continued at least
as long as bonds, notes or other obligations of the
Corporation shall be outstanding.

The Corporation was created to encourage the
investment of private capital and provide safe and
sanitary dwelling accommodations for families and
persons whose need for housing accommodations can-
not be provided by unassisted private enterprise,
through provision for low interest mortgage loans.

During 1977, the Corporation established the
Multifamily Housing Program under the provisions of
Article II (the Mitchell-Lama program) of the Private
Housing Finance Law. See Note B for a further dis-
cussion of the Program and the accounts and funds
established under the Multifamily Housing Limited
Obligation Bond Resolution.

The following accounts and funds have been
established in accordance with the Corporation’s
General Housing Bond Resolution:

Project Mortgage Loan Accounts

Project Mortgage Loan Accounts are established
for each project for which bonds and/or notes are
sold. The allocated proceeds of bonds or notes sold
for each project are deposited in the respective Project
Mortgage Loan Account, from which advances™ are
made to mortgagors.

“Capitalized Interest Accounts

The allocated proceeds of bonds sold for certain
projects are deposited in the Capitalized Interest Ac-
counts and are used to pay interest during the period
of construction, and for a period not to exceed one
year after completion.

Revenue Fund

All revenues collected by the Corporation are de-
posited in the Revenue Fund. Such revenues are
applied for the uses and purposes for which such rev-
enues are pledged by the Corporation’s General Hous-
ing Bond Resolution.

Operating Fund

Cash is deposited in the Operating Fund from
(1) designated proceeds of the sale of bonds or notes
and (2) the Revenue Fund and General Reserve Fund
to the extent required by the General Housing Bond
Resolution. Such cash is used solely to pay operating
expenses of the Corporation.

Debt Service Fund

The Debt Service Fund is used to pay the prin-
cipal or redemption price of and interest on the Corpo-
ration’s bonds.

Capital Reserve Fund

The Capital Reserve Fund ($19,995,286 at Octo-
ber 31, 1977, exclusive of accrued interest) was estab-
lished as additional security for bondholders pursuant
to the General Housing Bond Resolution in accordance
with the requirements of the Act. The Act provides
that the Corporation will maintain the Capital Reserve
Fund at an amount equal to the largest annual debt
service requirement for any fiscal year. If, for any rea-
son, the Capital Reserve Fund should fall below its
requirement, the Chairman of the Corporation must
certify that fact to the Mayor and Director of the Bud-
get of the City of New York. If the City fails to or is
unable to restore the Capital Reserve Fund to the
minimum requirement, then the Chairman must so
certify to the State Comptroller, who must in response
pay to the Corporation the amount necessary to re-
store the Fund to its required level. The Comptroller
is to make this payment out of the first monies avail-
able from the next payment of Unallocated Per Capita
State Aid to the City. (The only prior claimant to this
money is the City University Construction Fund.) Any
such payment would be considered a non-interest-
bearing loan from the City to the Corporation.

General Reserve Fund

A General Reserve Fund, not in excess of 2% of
outstanding bonds, may be maintained by the Corpo-
ration and is available for any corporate purpose as
provided in the General Housing Bond Resolution.

Transfers of money from Restricted Funds to the
General Reserve Fund—available for future expenses
consist primarily of fees and charges and earnings on
investments of the Capital Reserve Fund,

Note B—Multifamily Housing Program

In February 1977, the Corporation established the
Multifamily Housing Program. The Corporation was
assigned certain mortgages of Mitchell-Lama housing
companies from The City of New York as selected
and approved by New York City Department of Hous-
ing Preservation and Development (HPD). Some of
these housing companies receive subsidies from the
U.S. Department of Housing and Urban Development
(HUD) under Section 236 of the National Housing
Act. The mortgages were modified and recast into
federally insured first mortgages and non-insured
second mortgages. The Corporation retains the fed-
erally insured portion and either sells these mortgages
or assigns them as security for obligations it issues.



The net proceeds from the sales of the mortgages or
obligations secured by mortgages are payable to The
City of New York. The non-insured mortgages are
assigned to the City.

During fiscal 1977, 25 mortgages were assigned
to the Corporation. Six insured mortgages were sold
during the year, and on August 11, 1977 the Corpo-
ration issued a series of Multifamily Housing Limited
Obligation Bonds which were secured by 12 insured
mortgages. The remaining seven insured mortgages
were used to secure a series of bonds issued on No-
vember 1, 1977. Subsequent to October 31, 1977, five
additional insured mortgages were used to secure a
series of bonds issued on December 1, 1977. See Note
F for a further discussion of the Multifamily Housing
Limited Obligation Bonds.

The interest and principal on the mortgages
securing such obligations are paid to a trustee, to
whom the mortgages were assigned, who in turn
makes debt service payments to the Corporation’s
bondholders. The payments received from the mortga-
gors exceed the amounts payable to the bondholders,
because the interest on the mortgages exceeds the in-
terest on the bonds. From the interest differential
(Corporate Requirement Account), the Corporation
receives an annual fee equal to 1/16 of one percent of
the original principal amount of the mortgages secur-
ing the obligations to pay administrative costs plus an
amount required to pay the annual fees of the trustee.
In the event that servicing of the mortgages is per-
formed solely by the Corporation, the fee will be in-
creased to 1/8 of one percent. The balance of the

charges are deposited in the respective escrow
accounts.

Reserve for Replacement Fund

A separate reserve for replacements account with-
in the reserve for replacement fund is established for
each project as required by FHA (the Federal Hous-
ing Administration). Monthly deposits, as determined
by FHA, are made by the mortgagors. The funds will
be used to pay for replacements of property fixtures
and other necessary expenses as approved by the fed-
eral insurer.

In addition to the above, the Corporation estab-
lished certain other accounts:

Claim Payment Fund

Individual accounts were established for each
project for the purpose of co-insuring with FHA. The
deposits required by the federal insurer represent 5%
of the face amount of the insured mortgages.

Minimum Property Standards Fund

In order to obtain federal insurance, certain prop-
erty improvements were required within one year. The
funds to meet these requirements were deposited into
the Minimum Property Standards accounts. Upon the
mortgagor’s completing the improvements and obtain-
ing approval from HPD, the mortgagor will be re-
imbursed for the improvements, and the remaining
money, if any, including earnings, is payable to the

City.

interest differential is payable to the City.

The following accounts and funds have been
established in accordance with the Multifamily Hous-
ing Limited Obligation Bond Resolution:

Bond Proceeds Account

All proceeds from the sales of bonds are de-
posited in the Bond Proceeds Account. The proceeds,
net of certain costs related to the issuance of the
bonds, are payable to The City of New York.

Revenue Fund

Payments of principal and interest on the mort-
gages are deposited in the individual project revenue
accounts and are pledged for the payment of principal
of and interest on the related bonds. After making
payments on the related bonds, the remaining money,
including earnings from investments, is disbursed to
the Corporate Requirement Account.

Escrow Fund

A separate escrow account within the escrow
fund is established for each project for which bonds
are sold. Payments for mortgage insurance premiums,
taxes, fire insurance premiums and other similar

Revolving Account

In accordance with the assignment agreement with
The City of New York, the Corporation deposited the
proceeds from the sale of the six mortgages into a
Revolving Account which is to be maintained for a
period of 18 months subsequent to the date of the first
deposit (February 16, 1977). If the balance exceeds
$20,000,000 at any time, the excess must be remitted
to the City. The funds from the Revolving Account
have been used to pay all costs in connection with in-
suring the mortgages and issuing the Multifamily
Housing Limited Obligation Bonds including making
the initial deposits in the accounts required under the
Bond Resolution and by the federal insurer.

Note C—Mortgage Loans

The General Housing Bond Resolution requires, among
other things, that as to mortgage loans which are
financed from the proceeds of bonds: a) the mortgage
shall create a first mortgage lien on the real property
of each project; b) the amount of the mortgage loan
shall not exceed the project cost or any other limita-
tions described by law.

17



New York City Housing Development Corporation
Notes to Financial Statements, Continued

Note C, Continued

Mortgage loans are made after a review by HPD
and the Corporation of the qualifications of the pros-
pective borrowers and the financial feasibility of each
project. In addition, HPD monitors construction, ap-
proves mortgage loan advances and certifies total
project costs. Such mortgage loans do not exceed 95%
of total project costs.

The realization of mortgage loans depends on
the ability of each of the housing companies to gen-
erate sufficient funds to service its debt which, in turn,
is predicated on its maintaining sufficient occupancy
levels and obtaining rent increases to offset escalating
operating costs. Such rent increases are subject to the
approval of HPD. In the event the housing company
or HPD does not institute proceedings to implement a
rent increase deemed necessary by the Corporation, or
HPD, after conducting a hearing, fails to grant such
necessary increase, the Corporation can, pursuant to
law, order such increase and must do so pursuant to
the General Housing Bond Resolution.

Should any of the housing companies be unable
to meet its debt service obligaticens, the Corporation
can commence foreclosure proceedings and operate the
project or sell it to a third party. To the extent that
the project does not generate sufficient funds to meet
the annual debt service requirements of the Corpora-
tion, payments would be made first from the General
Reserve Fund to the extent available and then from
the Capital Reserve Fund. The Capital Reserve Fund
would be restored each year as described in Note A.

The Corporation may, at its option, grant credits

18

to housing companies to be applied against their in-
terest payment requirements. Credits of $208,100 and
$154,050 were granted during 1977 and 1976 respec-
tively to the Waterside housing company and $213,150
to Linden Plaza in 1976. See Note D for a discussion

of the operations of the housing ¢ompanies during
1977.

Each housing project is designated by the Corpo-
ration as either in Development or in Occupancy. At
October 31, 1977 all housing projects were designated
as occupied except for Carlton Gardens Housing Co.,
Inc. During Development a portion or even all of a
project may be occupied, since Occupancy status is
determined at the discretion of the Corporation. When
the project is in Development, assets in the Project
Mortgage Loan Account may be used to retire debt or
pay construction, rent-up, operating, and interest costs.
When in Occupancy, Project Mortgage Loan Account
assets may be used only to retire debt, pay construc-
tion costs or provide working capital.

Mortgage loans include bond interest expense paid
from the Project Mortgage Loan Account or the Cap-
italized Interest Account while a project is in Develop-
ment. Mortgage loans also include discounts from the
face amount of bonds sold.

Under the Multifamily Housing Limited Obliga-
tion Bond Resolution, principal and interest received
from the mortgagors, and related investments and
earnings thereon, are pledged as security for the
payments to bondholders. The Corporation also
pledged and assigned all of its rights, title and interest
in the loan documents to the trustee as additional
security for bondholders. The mortgage loans are col-
lectible monthly over periods ranging through the
year 2017.

In the event of default by the mortgagor for non-
payment of principal and interest, the trustee has cer-
tain responsibilities as defined in the Multifamily
Housing Limited Obligation Bond Resolution. The as-
sets of the Corporation under the General Housing
Program are not pledged as security for the payments
due holders of the Multifamily Housing Limited Obli-
gation Bonds.

Note D—Details of Mortgage Loans and Commitments

Total Mortgage  Remaining
Mortgage Loan Mortgage
Commitments Advances Commitments
Washington Plaza Towers, Inc.* ...... ... ... .. ... .. ... $ 64,594,680 $ 64,339,528 $ 255,152
Waterside Housing Co., Inc. ... .. oot 61,577,000 61,577,000
Linden Plaza Housing Co., Inc.* ... ... .. ... . ..., 50,351,193 50,351,193
Yorkville Towers Housing Co., Inc. ........... ... .ot 62,712,200 62,356,700 355,500
Ocean Park Housing Co., Inc.* . ... . .. .. oot 18,265,900 18,265,900
Knickerbocker Plaza Housing Co., Inc.* .. ... ... ... .. .. 24,844,100 23,970,590 873,510
North Waterside Redevelopment Co., Inc.* ................. 12,859,300 12,608,939 250,361
Carlton Gardens Housing Co., Inc. ........................ 10,367,000 8,693,431 1,673,569
$305,571,373 302,163,281 $3,408,092
Less Principal Repayments ..., 2,345,562
$299,817,719

*Receives subsidies from HUD under Section 236 of the National Housing Act.



Note D, Continued

Of the $3,408,092 remaining mortgage commitments,
42,037,940 will be distributed from the project mort-
gage loan accounts, $255,152 from amounts held for
operations and $1,115,000 will be raised if required,
pursuant to an agreement whereby The Bowery Sav-
ings Bank agreed to purchase bonds of the Corpora-
tion to be used for completion of Kew Gardens Hills
(Carlton Gardens Housing Co., Inc.). In January
1977, the Corporation increased Yorkville’s mortgage
loan commitment by $355,500. This increase did not
require further borrowing by the Corporation because
the funds were available from the Project Mortgage
Loan Account of the Linden Plaza project, the cost of
which was less than funds available. No other addi-
tional borrowings are required.

All of the projects experienced increased operat-
ing costs during the year, and have obtained rent in-
creases or are in the process of preparing rent increase
applications.

Four projects which have experienced particular
operating problems during 1977 are described below:

Waterside

In July 1976, rent increases of 7%2% each were
approved by HPD, effective September 1, 1976, 1977
and 1978, respectively. Simultaneously, the Corpora-
tion entered into an agreement with the owner to pro-
vide financing to cover expected operating deficits over
the three year period. The Corporation deferred re-
ceipt of interest payments of $700,000 which was
matched by an advance from the owner of an equiva-
Jent amount. The $1,400,000 was deposited in a special
escrow account and earned interest.

Expenses during 1977 significantly exceeded
those estimated by the housing company, and sub-
stantially all of the escrow funds have been used. The
owner has developed a new program to increase in-
come and decrease expenses, which it feels will allow
the project to meet its cash obligations through August
31, 1979.

Commencing in the fourth year, the owner and
the Corporation are to be repaid the funds advanced
from the escrow account to Waterside plus interest at
6% over a ten year period. If the Corporation fails to
grant an annual credit of $308,100 during this period,
the amount not granted would be offset against the

deferred interest otherwise repayableé to the Corpora-

tion by Waterside. The credit for 1977 was granted.

Yorkville Towers

Rents were withheld by approximately 40% of
the tenants after HPD ordered an increase of rents
effective July 1, 1977 of 14%%. Consequently, mort-
gage payments were not received from the mortgagor
for the four months ended October 31, 1977. On De-
cember 19, 1977, an agreement was reached between

the owner of the housing project and the tenants’ as-
sociation whereby three rent increases of 6%2%, 7%2 %
and 8% would become effective commencing July 1,
1977, 1978 and 1979, respectively. In February 1978,
the Corporation received all mortgage payments less
the deferment described below.

The project financial projections indicated that
these annual rent increases would not be sufficient to
cover all operating expenses. In order to cover such
deficits, estimated to be approximately $1,500,000
through 1980, the owner agreed to make an initial de-
posit of $550,000 in a special escrow account and
provide an additional $400,000 as required. The Cor-
poration agreed to defer $550,000 of interest pay-
ments, which the owner will also deposit in the same
account. The deposits of $1,100,000 will earn interest,
and drawdowns from the account to meet operating
deficits will be charged equally against the funds pro-
vided by the owner and the Corporation.

Commencing July 1, 1980, the funds provided by
the Corporation and the developer plus interest at
6% are to be repaid in equal monthly installments
over a ten year period.

Woashington Plaza Towers

Effective September 1, 1977 and 1978, HPD or-
dered rent increases of 10% and 6%, respectively. The
Corporation and the owner of the housing project
agreed to provide funds in order to meet projected
losses through August 31, 1979. The Corporation will
provide $600,000 by way of deferral of mortgage pay-
ments and the owner will match this through an addi-
tional equity investment, less $200,000 provided pre-
viously. The $1,000,000 will be deposited in a special
escrow account and will earn interest until withdrawn
to meet operating deficits.

The deferred debt service will be repaid without
interest in equal quarterly installments over a ten
year period, commencing September 1, 1980. As of
October 31, 1977, $135,000 of mortgage payments
have been deferred and the Corporation will defer the
remaining $465,000 of mortgage payments in fiscal
1978.

North Waterside

Cumulative annual increases of 7%2% each over
five years became effective July 1, 1977. In addition, a
monthly utility charge of $2 per room became effec-
tive January 1, 1978, increasing by $2 per room every
year thereafter on April 1st through 1982. The Cor-
poration has agreed to provide $68,000 over a four
year period commencing in 1978 in the form of annual
credits.

During February 1978, rents were withheld by
18% of the tenants. The owner has commenced dis-
possess action against the non-paying tenants and ex-
pects to be able to meet the debt service obligation to

the Corporation.
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New York City Housing Development Corporation
Notes to Financial Statements, Continyed

Note D) Continued

The Corporation has deferred revenue ($715,974
in 1977, $700,000 in 1976) equal to the deferral of

Note E—Cash and Investments Held for Des

At October 31, 1977, cash and investments held for
designated purposes and operations (including accrued
interest of $382,500 on securities of the General Hous-

mortgage payments and interest earned thereon. The
deferred income will be recognized as the receivable is
collected.

ignated Purposes and Operations

ing Program and $171,167 on securities of the Multi-
family Housing Program) consisted of the following:

General Housing Program: United
States Security  Obligations
Agency Repurchase  of U.S.
Cash Securities  Agreements Treasury Total
Held for designated purposes:
Project Mortgage Loan Accounts . . . . . $ 419 $7,478,840 $ 7,479,259
Capital Reserve Fund ............... 102,837 $17,386,898 $2,836,821 20,326,556
Debt Service Fund ................. 437,519 437,519
Note Interest Payment Fund ......... 59,261 513,943 573,204
$162,517 $17,824,417 $7,992,783 $2,836,821 $28,816,538
Held for operations .................. .. $116,341 $1,987,189 $3,244,327 § 5,347,857

The market value of the security repurchase
agreements and obligations of U.S. Treasury approxi-
mates cost plus accrued interest, and the market value

of the United States Agency Securities was approxi-
mately $17,068,941 at October 31, 1977.

Multifamily Housing Program: United
States Security  Obligations
Agency  Repurchase  of U.S.
Cash Securities  Agreements Treasury Total
Held for designated purposes:
Bond Proceeds Account ............ $ 44,007 $66,348,618 $66,392,625
Revolving Account ............... (134,214) 6,957,585 $ 24,539 6,847,910
Claim Payment Accounts . ......... 16,815 $5,223,037 433,711 5,673,563
Minimum Property Standards
Accounts ................ .. ... 4,118 1,868,374 1,872,492
Reserve for Replacements Accounts 151,007 1,486,195 1,637,202
Debt Service Accounts ............ 110,054 ' 399,500 509,554
Escrow Accounts ................. 46,896 364,161 411,057
Corporate Requirement Account . . . . 42,402 42,402
$ 281,085 $5,223,037 $74,792,398 $3,090,285 $83,386,805

Held for operations ............. .. .. .. $ 9,096
The market value of the security repurchase
agreements and obligations of U.S. Treasury approxi-

mates cost plus accrued interest, and the market value

Note F—Bond and Note Indebtedness
See Table A for details of bonds and notes.

The bonds, notes and other obligations of the
Corporation are not debts of either the State of New
York or The City of New York and neither the State
nor the City is liable thereon.

The General Housing Bonds and Notes are gen-

$ 9,096

of the United States Agency Securities was approxi-
mately $5,218,903 at October 31, 1977,

eral obligations of the Corporation. Substantially all
the General Housing Program assets are pledged as
collateral for the payment of principal of and interest
on its bonds, other than those pledged as collateral for
the payment of principal of and interest on its notes.

The 7%2% Series D and 9% Series E Bonds, both



Note E Continued

old to banks, bear supplemental interest of 2%2%
.nd 1%, respectively, to August 15, 1978, provided
hey are held by the original purchasers. The Corpora-
ion has agreed to try to retire or refund these Bonds
,s soon as market conditions allow refunding on a
-easonable basis. Should the banks sell these Bonds at
in aggregate net loss between August 15, 1978 and
August 15, 1979 (or, if no bona fide bids are received
by August 15, 1979, such later date on which bona
tide bids are received for all Bonds held by the original
purchasers), the Corporation is liable to the banks in
an amount equal to the aggregate net loss, less (1) any
net aggregate gains on sales made prior to August 15,
1978 and (2) certain adjustments relating to sales pro-
posed by the Corporation but refused by the banks.
The ultimate loss, if any, that may be realized if such
bonds are eventually sold cannot be determined be-
cause of uncertainties relating to the future sales prices
of such bonds.

On the date of issuance of the Series D and Series
E Bonds, the Corporation transferred $518,700 from
the General Reserve Fund to the Capital Reserve
Fund, an amount approximating the annual debt ser-
vice on the supplemental interest. The amount will be
returned to the General Reserve Fund after the termi-
nation of the supplemental interest payments in 1978
and the corresponding reduction in the Capital Re-
serve Fund requirements.

On August 15, 1977, the Corporation renewed,
with four New York City related pension funds,
$37,703,000 of Housing Notes payable as to principal
and interest on August 15, 1978. The notes are col-
lateralized by mortgage loans on two projects and
related HUD interest reduction payments. If the Cor-
poration does not pay the principal and interest at
maturity, the note holders are entitled to assignment
of the collateral. In the event they elect not to accept
such collateral, the note holders may receive 8% bonds
maturing in approximately 47 years.

On October 7, 1976, the Corporation issued
Series F 733 % Bonds in the amount of $10,200,000.
These Bonds were privately placed with The Bowery
Savings Bank and the proceeds were used to fund the
rehabilitation of the Kew Gardens Hills project. The
Bank has agreed to purchase $1,115,000 more Bonds
in the event that such funds are needed to complete
the rehabilitation of the Kew Gardens Hills project.

The Series A to E Bonds of the Corporation are
subject to optional redemption at rates ranging from
103% to 100% for various periods commencing in
1983 (Series C Bonds), and 1987 (Series A and B
Bonds) and 1988 (Series D and E Bonds, assuming
the Bonds are sold by the original purchasers). The
S.eries F Bonds of the Corporation are subject to op-
tional redemption at 100% commencing in 1981.

The Corporation is authorized to issue bonds and

notes for its housing programs in an aggregate prin-
cipal amount outstanding, exclusive of refunding
bonds or notes, not to exceed $800,000,000 or such
amount which would not cause the maximum Capital
Reserve Fund Requirement to exceed $85,000,000,
whichever is less. In 1977, the State Legislature au-
thorized the Corporation to issue bonds for any cor-
porate purpose without making a deposit into a Cap-
ital Reserve Fund.

Bonds issued by the Corporation under its Multi-
family Housing Limited Obligation Bond Resolution
are not secured by the Capital Reserve Fund or any of
the funds and accounts established under the General
Housing Bond Resolution. The primary security for
these bonds is the Federal mortgage insurance ob-
tained at the time the Mitchell-Lama mortgages were
assigned from The City of New York. Principal and
interest is paid only from money received on account
of the insured mortgage securing that series, includ-
ing payments made by, or on behalf of, the mortgagor
or by the Federal insurer.

On August 11, 1977, the Corporation issued its
6Y/2% Multifamily Housing Limited Obligation Bonds
in the amount of $69,859,100. These Bonds were pri-
vately placed with six thrift institutions in New York
City and the principal and interest are paid monthly.
The purchasers agreed with the Corporation to pur-
chase up to $300,000,000 of these bonds, secured by
the federally insured mortgages, through March 31,
1978. The Corporation is obligated to pay a maxi-
mum fee to the purchasers of one percent of the prin-
cipal amount of Bonds issued in order to maintain the
commitment.

Certain fees have been paid, which will be de-
ducted from the balance of the one percent fee due at
the time of the issuance of the Bonds. Also, the Cor-
poration is obligated to pay a placement fee of one-
half of one percent of the principal amount of the
Bonds issued to First Pennco Securities, Inc. for plac-
ing the Bonds. The fees of $2,304,256 incurred through
October 31, 1977, have been deducted from the pro-
ceeds from the sale of the Bonds.

On November 1, 1977 and December 1, 1977,
the Corporation issued Multifamily Limited Obliga-
tion Bonds in the amounts of $20,639,600 and
$31,667,700, respectively.

The Corporation may redeem the bonds at any
time at an amount equal to the unpaid principal plus
accrued interest if the funds are from condemnation
awards, casualty insurance proceeds or a prepay-
ment of a related mortgage required by the federal
insurer. Otherwise, a redemption premium of three
percent reduced by one-eighth of one percent, for each
elapsed year of the mortgage, is required. After July 1,
1997, the City may require the redemption of bonds
prior to maturity at 105% of the unpaid principal plus
accrued interest.
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New York City Housing Development Corporation
Notes to Financial Statements, Continued

Note G—Payable to The City of New York

In accordance with the assignment agreement of the  gages net of certain costs as described in Note B.
Multifamily Housing Program, the Corporation has At October 31, 1977, the amount payable to The
agreed to remit to The City of New York the proceeds City of New York was $91,323,220 determined as

from the sales of assigned mortgages or sales of the follows:
limited obligation bonds secured by assigned mort-

Mortgages assigned by The City of New York:
Sold by the Corporation ................ooon.n. e
Collateral for the Multifamily Housing Limited Obligation Bonds .........
Principal and interest received on mortgages prior to bonding . ...........
Earnings on investments of the Bond Proceeds and Revolving Account .. ...

Total s0UTCes ..ot e
Dispositions:
Advances of final mortgage commitment from The City of New York to
the MOTEGAGOTS « v v vt vttt ittt it et et ie ettt
Transfers to Restricted Funds:
Escrow AcCOUNt .. .. ittt e e e e e e
Claim Payment Fund ........... it i
Minimum Property Standards Fund ......... ... ... .. ... ... ...
Reserve for Replacement Fund . ........... ... .. .. ... . ... .....
Administrative and operating expenses:
Purchase and extension fees paid to bond purchasers
Placement fees ... ... .ottt i
Financial consulting fees ........ ... .. i
Legal fees ..ot in i e e
Mortgage insurance premiums

Total dispositions ... i
DuetoThe Cityof New York . ........oi ...

$ 21,060,300

Subsequent to October 31, 1977, $96,000,000 was from the November 1 bond issue.

paid to The City, which includes part of the proceeds

Note H—Restricted Fund Balances

The capital reserves restricted fund balances consist of the following:

90,498,963

1,038,550

1,121,000

113,718,813

7,140,092
$ 109,559
5,580,165
2,307,681

2,988,192 10,985,597
1,954,961
349,295
551,492
362,916

1,051,240 4,269,904

) 22,395,593

$ 91,323,220

October 31
1977 1976

1. The excess of interest income on mortgage loans over interest expense on re-
lated bonds. (The excess is necessary to generate sufficient revenues to amortize

the bond principal used to establish the Capital Reserve Fund) ............... $ 644,438 $ 429,145
2. Interest earned in the Capital Reserve Fund, which will be transferred to Gen-
eral Reserve Fund to the extent not needed to maintain the Capital Reserve Fund

Requirement . ...... ... e e 564,859 275,297
3. An amount approximating the supplemental interest on the Series D and E
General Housing Bonds, which will be returned to the General Reserve Fund

Balance when no longer required in the Capital Reserve Fund (see Note F) .. ... 518,700 518,700

$1,727,997 $1,223,142

The mortgage loans restricted fund balances re-  Corporation to mortgagors or be used to reduce the

sult from interest earned on related securities. Such  total mortgage commitment to the applicable project.

interest may be distributed at the discretion of the



Note [—Consultants’ Fees

General Housing Program

Legal fees incurred in connection with services per-
formed are as follows: Brownstein, Zeidman, Schomer
& Chase—$21,039 and $31,611 in 1977 and 1976, re-
spectively; and Hawkins, Delafield & Wood—$18,499
in 1977.

Financial consulting fees of $20,000 were incurred
in 1976 for services performed by Goldman, Sachs &
Co.

Fees to Ms. Bertha Hatvary of $1,750 and $1,500
for 1977 and 1976, respectively, were incurred for
editorial consulting services for the Corporation’s
annual report.

Multifamily Housing Program
Financial consulting fees of $551,491 were incurred in
1977 for services performed by Urban Real Estate
Finance Corporation.

Legal fees were incurred in 1977 in connection
with services performed as follows:

Brownstein, Zeidman, Schomer & Chase—$255,030

Hawkins, Delafield & Wood—$77,352

Marshall, Bratter, Greene, Allison & Tucker—$10,371

Robinson, Silverman, Pearce, Aronsohn & Berman—
$9,500

Weil, Gotshal & Manges—$10,664

Note J—Related Party Transactions

On October 7, 1976, the Corporation sold $10,200,000
of Series F Bonds to The Bowery Savings Bank which
were used to finance the rehabilitation of the Kew
Gardens Hills project. In addition, the Corporation is
participating in a mortgage loan with The Bowery
Savings Bank to the same project with the Bowery
portion of the loan representing its prior mortgage and
equity interest in the project. Mr. Pazel Jackson, Jr., a
member of the Corporation, is a Vice President of The
Bowery Savings Bank. Pursuant to an opinion of Bond
Counsel dated November 3, 1975, Mr. Jackson dis-
closed his prior involvement with the project to the
Corporation’s Members and removed himself from
any consideration in the negotiations that took place
between HDC and The Bowery Savings Bank. Fur-
thermore, he absented himself from Members’ Meet-
ings when the Corporation took action in regard to the
Kew Gardens Hills project.

Note K—Commitments

The Corporation is a participating employer in the
New York City Employees’ Retirement System, of
which substantially all of the employees of the Cor-
poration are members. The Corporation pays its pro-
portionate share of the System’s cost ($39,701—1977);
($54,626—1976).

See Note D for details of mortgage loans and
commitments.
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New York City Housing Development Corporation

Table A—Details of Bond and Note Indebtedness

Original
Face
Amount

Balance

November 1,

1976

Issued

Balance
October
Retired 31,1977

General Housing Program

3.75% to 6.50%—General Housing
Bonds, 1972 Series A, maturing in
varying annual installments on
May1t02022 .........covu...

3.50% to 7.00%—General Housing
Bonds, 1972 Series B, maturing in
varying annual installments on
November 1 t0 2022 ...........

5.70% to 7.00%—General Housing
Bonds, 1973 Series C, maturing in
varying annual installments on
May 1t02023 ...............

7.50%—General Housing Bonds,
1975 Series D, maturing in vary-
ing annual installments on May 1
t0 2023 ... . ..,

9.00%—General Housing Bonds,
1975 Series E, maturing in vary-
ing annual installments on May 1
to 2022 ... ... L.

7% %—General Housing Bonds,
1976 Series F, maturing in vary-
ing annual installments on May 1
to 2009 ... Ll

9.00%—General Housing Notes,
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August 15, 1976, Series VII, ma-
turing August 15,1977 ........
9.00%—General Housing Notes,
August 15, 1977, Series VIII, ma-
turing August 15, 1978 ........

Multifamily Housing Program

6.50%—Multifamily Housing Lim-
ited Obligation Bonds, 1977 Series
I through XII, maturing on June
15,2017 .\

$133,000,000

51,640,000

62,800,000

16,255,000

11,255,000

10,200,000

$132,295,000

50,935,000

62,565,000

16,255,000

11,255,000

10,200,000

$285,150,000

$283,505,000

$ 535,000 $131,760,000

255,000 50,680,000

230,000 62,335,000

40,000 16,215,000

20,000 11,235,000

10,200,000
$ 1,080,000 $282,425,000

$ 37,703,000

$ 37,703,000

$ 69,859,100

$37,703,000

$37,703,000

$ 37,703,000

$37,703,000

$37,703,000 $ 37,703,000

$69,859,100

$ 21,074 $ 69,838,026




