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ASSEMBLYMAN MICHAEL F. ADUBATO‘(Chairman): Good morning, ladies and
gentlemen; We are here today for a public hearing being conducted by the Banking N
and Insurance Committee in the New.Jersey Assemblyhon the allegations that have
been made .about the 'process in issuing the MFA (Mortgage Finance Agency) mOrtgages
that were available to the public off1c1ally as of October 18, 1982. L

This is an inquiry.into trying to understand and to learn and to share
‘accurate information. It is not the 1ntent of this Committee, nor is it the -
‘purpose, to’ confuse the issue. I would submlt that this is a nonpartlsan‘dls—b’.
cussion, and I would submit that, being a'person‘as the othen people.here‘are,
who are elected officials, that we are employees of the people, not the State,
and not the institutions -- the people who elect us every two years employ us.

We are not app01nted and I am sure that many appointed officials feel the same
way, even though they are appointed -- that they represent the peoples' interest.
But more directly, I want this to be a situation where we can be more helpful to.
each other'in.eStablishing a ‘word called "credibility" in the system. And, /

‘the system" does not mean the banking system. It means the free enterprise system.
It means that our priorities are total ‘in that we see a threat to the free enter-
prise system, not based on socialism or communism, but based on the insensitivity .
of those people in the private sector who profess to be the advocates of free
enterprise, and T submit, are the biggest threat to free enterprise. I submit that5
it is the same people in the free ehterprise system who some think have a license
to "screw" people. ‘ ‘ '

Free enterprise in the private sector does not mean you have a license '
to give people the "shaft." It means that you have a right to a profit. It means
you have a right to do your business, as long as you obey the law, the way you
see fit. It does not mean, and it will never mean, that you can "screw" people
because the threat to our natlon is not communism or socialism. It is anarchy,
and that is my fear and the fear of the members of the Committee, and it is the
fear of my colleagues who are sensitive to what we are talking about. It is not
an accusation made at 86 institutions that were kind enough to use their institu-
tions to help people. That is not the issue.

The issue is that if the public thinks you are "shafting“ them, and I
submit that many people do think that, then we have an obligation to establish,
for‘the.record, what the prooéss is and why it was somewhat confusing to some
people, and, maybe if that is true, how we can make lt better. If there is anything
that we all want in this room and outside of this room, 99 and 9/10's of the good
people thdt are called Americans and obey the law, we want to keep our system a
free enterprise. . And we want to keep it with equity, because fair play is the
American way. That is what this hea;ing is about -- fair play, the American way,
as corny as that may sound. That is what it is, no more, no less. Fair play,
equal opportunity, not equality -- equal opportunity -- that is the purpose of
this hearing. §

I would like to,_fOr the récord, introduce Assemblyman John Kelly who
is here with us today, and I would ask Assemblyman Kelly if he has anything to say.

ASSEMBLYMAN KELLY: I have nothing to say right now.

» ASSEMBLYMAN ADUBATO: Okay. I am sure that during the pnooess of this
hearing, Assemblyman Kelly will.make some inguiries.

However, at this time, I would like to thank all of you for coming here.




I would like to.ask two gentlemen who havée been ektremely helpful when this all
began, and I might say that this publiec hearing began, quite frankly, when I Was
watching New Jersey News, the nghtlyﬂNews,ﬁand I saw a person with a problem ’
being interviewed. The following mOrninng,had four letters in my mailbox. And,
that was before I:announced the ‘public hearings -- before. ) )
- I would also, for the record, like to say that I am a public person,
and, naturally, as . publlc people, we have an obllgatlon to . share: 1nformat10n.
In the nine years that I have been in office, I have sent out one press release.
‘That was to announce the Automobile Insurance Reform Plan.’ I understand that the
staff sent out a press release; and that is why ‘we have the television’ cameras
here today. :That is very nice; I am glad they are here.. -

In fact, maybe -- and' I don't know if they: are here or not, so forglve
me -- maybe as a result of this publlc_hearlng.and the two to follow after January -

_one to be held in Essekx County and one in Ocean County,where the public who haye '
written will be asked to attend -- if you are here now -- I see some -people shaking
their heads back there.‘ We announced before that if there was anyone here from
the public ~- are you ladies here for thls Comm1ttee7 i

"‘AUDIENCE: (answer) Yes. ‘ _ :

ASSEMBLYMAN~ADUBATO: ‘Will you please all coﬁe right up here in the :

;front? The last place you belong is in the back of the room. Come up here, please.:
I would apprec1ate it very much if you would sit in these seats right over here,

'please )

So, there are going to be two other public hearings. ‘I did ask the
people who wrote me and the people who have been talking to me -on the phone that
.I haven't had the pleasure of meeting‘as yet -- that we,would'conduct these two
other meetings on what we call "offbeat" hours, either in the evening or ‘on Satur-
day -- because they are not paid lobbyists. I am.not‘talking about the people
out here. But, they are not paid lobbyists, and they are not-paid to ‘come to
Trenton. - So, I think we have an obligation to try and make ourselves a little
more’available, and that is why we are having these two other public hearings.

And we don't ask . for overtime either. ‘

The interesting thlng is that the two people who T started to talk about,
and I went off on a tangent because, quite frankly, I saw the ranking minority
member walking in. - And when he walks around, I pay attention. That is Assemblyman
Kosco. ' I want to thank AsSemblyman Kosco for coming down, and I want to recognize
his presence for the reCOrd. -

’ I would like to ask Commissioner Renna and:Director Kelly if they would
please come up here to these microphones. These two gentlemen, I must say, have
been so helpful to this chair, and for the record -- )

Good mornlng, Comm1551oner, and thank you very much for attendlng the
'session -- and Director. ‘I would. like to ask Commissioner Renna if he would like
to make a statement? ) - ’ .

.COMMISSIONER JOHN P. R'ENNA: I would just like to say
that I am pleased to be here today to indicate my support to the Committee and to
the public. I would like to let you know that we are here to offer whatever
support that we can to try to cover whatevér questions may be on the minds of
some of the members of the Committee and also the members of the public as to the
bond sale that .we had. We,Want»to offer our complete cooperation, and I will have,



of course,bExecutive Director, Chris Kelly, make sbme statements, and whatever
qﬁestions that you or any members of the Committee have of me, I would be very
happy to answer them at a later time durlng this hearing.’

I would also like to say, of course, that not only are you and the members
of your Committee people who. have the responsibility to the citizens of the State,
’eyen though you are elected by them. I want to say without any question that as
an appointed individual by the Governor and a member of his cabinet, I too, have
an obligation to the citizens of our State,-and that is my foremost objective in
whatever I do with government. I do‘whatever I think is right for the citizens
of our State, and I think that at all times, I conduct myself in that manner. So,
it is not only elected officials who have an opportunity and an obllgatlon to ‘
hthe citizens, but also those people who are app01nted in government such as myself
and also Chris Kelly,who have the same opportunity .and the same ‘obligation to do
_ what we can to see what is right for the citizens of our State. )

So, with that, I would just as soon turn the mlcrophone over to Chrls
Kelly, the Executive Director of the MFA. As I said earlier, if there are any
questions from you or any members of the public or the Commission, I would be very
happy to answer them at that time. ‘

- ASSEMBLYMAN ADUBATO: Thank you very much, Commissioner.

Good morning, Mr. Kelly.

CHRISTOPHER KETLLY: Mr. Chairman, good morning. Thank you very
much, Mr. Renna. v

’ Chairman Adubato, I am Chris Kelly as the Chairman said, and I have
. been the Executive Director of the MFA since 1974. I'm happy to have the oppor-
tunity to address the Committee today and explore the concerns of the Committee
over the last bond issue of the Agency, which I'll refer to from now on as: the
Statewide Mottgage Program, SMP-1l, as we call it ' v

; ASSEMBLYMAN ADUBATO: Excuse me, Mr. Kelly.z I am going to ask myself
first and my two colleagues not to interrupt you during your presentation. I
think it is extremeiy,important. So, I am interrupting you now, and I won't do
it again. ' ‘

I would ask you, however, in your presentation, not to assume that we
know anything about anything. = I would like you, in your statement, to include,
which you may have already included,.the beginning of MFA, what it means, what Act made 1t
responsible, how it functions, amd any other basic p01nts -- as an expert, quite
frankly, that you may take for granted we know. I wonld appreciate that kind of --
and again, I don't mean to interrupt your presentation ~- but that is the
direction we are going. And not only the process of this past bond issue, but
as you pointed out, the previous'bond issues and so forth, and at the end of yourv
pfesentation, we will have some questions then. But, I would ask my colleagues,
and I am the biggest problem, not them, not to interrupt you during your presen-
‘tation. Thank you, Mr. Kelly. '

MR. KELLY: Well, thank you very much. You have anticipated the request
that I was going to make, and that was that I be permitted to make a statement,
and I think it is in the interest of brevity anyway because I will stay on the
subject of the formation of the MFA and its history.

I want to say initially that I can assure you of the utmost cooperation

of the Agency in your inquiry, and I can assure-you of the utmost cooperation of



!

our Agency to the extent necessary for any information further than I have in
) my presentation. We also ha&e other members>of our staff here today == two
Assistant Directors, Mrs. Gibson and Mr. Dippold and two other etaff members
who have worked on the SMP Program,;Mrs. Mann and Miss Cahoon.

As I said I w1ll endeavor to be brief but thorough on this. So,
returning to the formation of the MFA -- MFA was created by the Legislature
in 1970 under the public laws of 1970, expressiy to expand the supply of funds
available for single-family, residential mortgages in the State. To date, the
Mortgage Finance Agency has issued over one billion dollars in tax~exempt
mortgage revenue bonds, and has financed the purcﬁase of over 32, 000 housing
units invthe State. It has further financed 5, 000 home 1mprovements for one-,
to-four family homes -also throughout the State.

The Mortgage Finance Agency's activities are governed by State law
and Federal law, specifically the most recent Federal Mortgage Subs:.dy Bond Tax Act
of 1980. This Tax Act imposes an annual cap on the amount of mortgage revenue .
bonds issued by each state, which guarantees that State programs £fill only a
portion of the mortgage demand within that state. In New Jersey,bthe 1982
Federal ceiling for the issuance of tax-exempt mortgage revenue bonds was
$304 million. ’ v | o

The MFA does not have the statutory authority to make direct loans.
Since 1977, the Agency has operated as a secondary mortgage market using the
State's existing mortgage lenders to originate eligible mortgage loans, some-
thing in the nature of a State Fannie Mae. MFA purchases loans which are made
according to MFA requirements by banks, S & L's, savings banks, and mortgage
bankers. The MFA has experienced excellent cooperation from participating
‘lending institutions over the past decade, and that cooperation has been the
key to the success of our programs. The Agency operates a business with over
- $900 million in assets, with annual revenues of $50 million, with a staff of
twenty-eight, one of the smallest State entities. ' »

The MFA depends upon the participating lenders for both the origina-
tion and timely delivery of mortgage loans. The latter is particularly impor-
tant since under the Federal Tax Act, restrictions on financial, mortgage struc-
ture of mortgage revenue bonds were imposed, which makes it imperative ‘that the
proceeds of a bond issue be disbursed as quickly as possible.

Since 1977, MFA's mortgage programs were directed entirely to urban
neighborhoods. The mandate for the expansion into the new statewide program
came from our Board in recognition of the depressed condition of.the housing
industry throughout New Jersey and the lack of affordable finan01ng for first-
time homebuyers. .

The Statewide Mortgage Program, which is the subject of this hearing
today, was funded with a $239 million bond sale on October 7, 1982, which,
incidentally, required a $7 million subsidy from the MFA. We used the accumu-
lated proceeds of about ten years operations to fundzthis because it was nec-
essary for this subsidy to make the bond issue viable. Fhe mortgage proceeéeds
from the sale were divided equally to address three separate purposes:

1. $75 million for the Urban Category to maintain the Mortgage
Finance Agency's commitment tovthe State's urban neighborhoods. That, incidentally,
also conforms to. a reguirement of the Federal Act, which requires that 20% of



the proceeds of any bond issue has to be dirécted to so—calleq’targeted
néighborhoods, which are the urban neighborhoods. ’

Do you have a guestion, sir? ) -

ASSEMBLYMAN ADUBATO: Mr. Kelly, as I stated, I am the problem, not -
‘my colleagues. I have several quéstions already,~and I think maybe it would k
probably be better if we stopped you, if it is that kind of situation..

The basic quéstion, and it is really not so -much a question as it
it is clarification -- the basic question, again for clarification, and,
© again, I am trying to wear the hat of many people, is’ that this is a Federal,
as well as a State Agency. ' B
) MR. KELLY: No, sir.  We are a State Agency, but because we have thé
authority to issue tax-exempt bonds, -that putsus under the purview of the Eak&ai_j
gbvernment. Therefore, the Federal government has the right to restrict -- '

ASSEMBLYMAN ADUBATO: - (interrupting) guidelines.are Federal.

MR. KELLY: The guidelines for the issuance of bonds are Federal
‘guidelines.b ) ‘ '

ASSEMBLYMAN ADUBATO: And, as long as you follow those Federal guide-
lines, you have flexibility -- that you have minimum requirements. Is that
what you are saying? But, you can go beyond that as we have done in this
) previous bond issue, which we haven't done before, in sharing those‘mdnies;

MR. KELLY: If I may just change that. The Federal guidelihes
apply to the bond side of how we raise our money. We have no Federal guidelines
.on how we use the money. That is a State prerogative. '

ASSEMBLYMAN ADUBATO: Okay, so we're saying that we can give out
1008 of these bonds to any entity. It doesn't have to be 20% urban targeted
area? That is what I thought you said. _

MR. KELLY: No, I did. I misspoke a moment ago when I said that the
Federal regulations do not apply to the program side. The Federal regulations
do apply to the program side; and I withdraw my. statement because I misspoke.

ASSEMBLYMAN ADUBATO: Okay. I don't mean to split hairs with you.
The thing is that there is that 20% -- ’

MR. KELLY: Yes, and I will come to that in a moment. I'm sorry.

ASSEMBLYMAN ADUBATO: I don't what to make that an issue. It is just
a question of understanding. So,. beyond that, the State Agency has the author-
ity -- you have the authority to do whatever you want with the other 80% of
thosei ‘bonds, morexor less.

MR. KELLY: Yes.

ASSEMBLYMAN ADUBATO: As long as you have the 20% participation in
the targeted urban areas. -Now, backing up =--

COMMISSIONER RENNA: It is at least 20%.

ASSEMBLYMAN ADUBATO: Pardon, Commissioner?

COMMISSIONER RENNA: It is at least 20%. I think we gave more
now -- T _ , ‘
ASSEMBLYMAN ADUBATO: At least 20%, right. No, I am saying at least
20% for targeted urban areas. - Now, prior to 1977, 100% of the money went inﬁo
the urban areas. : , o

MR. KELLY: Thaf is correct.

ASSEMBLYMAN ADUBATO: 'Is that a fair sta{:ement?

MR. KELLY: Yes. ”



ASSEMBLYMAN ADUBATO. The purpose of MFA was orglnally a concept
'to deal w1th the 1nd1v1dua1 31ngle family home owner. ;. Is that a falr statement?
MR. KELLY: Yes. T L
ASSEMBLYMAN ADUBATO: Okay. So npw we have this transition of time,
a change of attitudes in trying to be more innovative in meeting the needs of people,
and maklng other people part1c1pate 'in ‘this program from its original’ concept. To'a-
'me,.that is not a negatlve, by ‘the way; for what it is worth ‘ -
" MR. KELLY: It is only one of the reglons, of course. . .
ASSEMBLYMAN ADUBATO: nght._ I am not taklng that as a. negatxve.
I want you to understand that. I think it 'is a good thing to be open to change.
The basic .issue when you talk about the MFA cannot sell the mortgage -- that it.
has to go through a vehlcle -— 1end1ng 1nst1tutlon, mortgage bankers, whatever -
to sell the mortgage. .Is that a falr statement’ '

MR..KELLY: To orlglnate the mortgage. :

. ASSEMBLYMAN ADUBATO. Orlglnate the mortgage in layman's terms 'so
I can get a mortgage. I haVe o go, T can't’ get it from you. ‘
MR. KELLY That is: rlght. .
° ASSEMBLYMAN ADUBATO: - Even- though I'm gettlng the 1nformat10n from
you about process -- and that is what I am gettlng to. '
| : . MR. KELLY: Exactly.
‘ ASSEMBLYMAN ADUBATO. But, you cannot give me the money.
MR. KELLY: That 1s right ‘because the Leglslature, in its wisdom, dld
,not glve us that authority. _ , .
' ' ASSEMBLYMAN ADUBATO- Well; that wisdom-is in doubt many times, but
let's not get into that. Let's talk about the fact- that the process right now .is
that: the individual who wants a home,reads.about it, not‘by an institution -- you
make them aware of. the process. . That is' my point -- that the‘government f—vnotvyou,
we do. We, in government, make people aware by telling them, as we did this past
August, that these monies are working and we are“going to try -- the government'is
going to try and make more money availahle. Mortgages were hlgh and, you know,
you're trying to give a shot in arm to everybody -- builders, homeowners, whatever.
Totally posrtlve‘thlngs. “Is that a fair statement? The announcement doesn't come
from the banks. ‘f o o

MR. KELLY: No. .

ASSEMBLYMAN ADUBATO: That is my point.

MR. KELLY: That is aycooperative-effort. We make the initital
announcement, we do most of the publicity -- ' '

. ASSEMBLYMAN ADUBATO: All rlght, I'm sure you are going to go 1nto
that, but let me go on with the train of thought that I have.

MR. KELLY: Fine. .

ASSEMBLYMAN ADUBATO Therefore, it would appear that w1thout any
mallClousness or ‘intent on anybody's part, in my oplnlon, it is easy for people to
be confused on who_ls d01ng<what, not because anybody said anythlng wrong, but
because'you are not the same people. I've got letters that say that "the MFA
refused me a new home." You have never refused them anythlng.

’ MR. KELLY: No. '
ASSEMBLYMAN 'ADUBATO: That is my’point. The MFA never refused anybody

a loan. TIs that a fair statement, Commissioner?



MR. KELLY: = That is completely accurate. ,

MR,’RENﬁA- I can understand their confusion from the press and from
the statements made. They would not. know that the MFA does not glve the mortgages
directly to the individual. L v o »

ASSEMBLYMAN ADUBATO: Thank you. - That is 'the only thing I am t,ryvi’ng‘
to put on the record -- is that the MFA does not give the mortgage to the individual.
It goes to an institution that asks for money, and the money is distributed by thatv
1nst1tut10n, not by the State of New Jersey and not by the MFA? Fair statement?

MR. KELLY: A very accurate statement. v ‘ ‘

ASSEMBLYMAN ADUBATO: Thank you, sir. That was the purpose of my
interruption. Please continue, Mr.‘Kelly. ’ ’ ‘ o

MR. KELLY: Thank you, Mr. Chairman. As I mentioned, the $75 million
of the bond proceeds went to the urban category to maintaln our preVLous and exlst—
ing nelghborhood loan program. ’

$75 million went into-the New Construction Category to. provide a
stimulus for the building industry. . ;

‘ $75 million went into thekExiSting Statewide Category to assist
first-time homeowners to buy existing homee»throughout the State. This laet'
category is the focus of our discussion today.

. The procedures for lender participation in the Statewide- Mortgage
Purchase Program were established so as to encourage the broadest representation
of lenders possible, bothbin-numbers and in location. ,

The chronolcgy of the program went like this: On August 18, 1982,
Governor Kean announced plans for.the new program following the MFA Board Meeting
‘at which time the new program ‘was approved. On that day, 452 mortgage lenders in the State
were invited to participate in the program as mortgage loan originators. .That
number included supervised lenders and mortgage companies throughout New Jersey.

Approximately two hundred replied, expressing an 1nterest in parti-_
cipating and were ‘mailed a Commitment Application package on August 24. The lenders
were asked to complete the Commitment Application package by September 24, one‘mohth
later, and to indicate the dollar amount of loans they could expect to originate under
each category of the new program.

In order to ensure that lenders made a good faith estimate of anti-
c1pated demand for the program, the MFA required that a commitment fee of 1% of the
dollar commitment requested accompany the application.

Eighty-six lending institutions, only 19% of the 452 orlglnally
invited, submitted Commitment Applications to the MFA. Until September 24, the MFA ‘
had no firm estimate of the lenders who would participate or for what amount, or
where they were located. )

‘The commitment requests total $588 million, more than twice the total
- available estimated bond proceeds. 1Initially the MFA had'approved a bond sale in
the category of $100 million to $200 million, but upon this information of this [
enormous demand, the Board then increased the amount to $225 million to attempt to
meet that demand as much as possible. In the Statewide Existing category of funds,
which is the subject of the hearing, the overéubscription was even more dramatic.
Requests for funds in. that category totaled over $257 million, nearly four times
“ the $75 million available for allocation. /

'Needless to say, in light of such extraordinary demand, the allocation



of funds required careful deliberation_by‘the,MFA Staff‘during the Week.of‘Septem-

ber 27; Our final criteria for -allocation under the Statewide Existing and - Urban

categories took into consideration the lenders’ requests, their loan origination
capacity, . their performance under prev1ous MFA programs, 1f any, and the geographlc
dlstrlbutlon of their service areas. . The MFA == _ .
‘ ‘ASSEMBLYMAN ADUBATO: | (interrupting) Excuse me, Director Kelly, at
that p01nt -- with that subject matter, can I interrupt you now?

MR, KELLY- Certainly. ' : }

ASSEMBLYMAN ADﬂBATO. The question that I have, and I need your help

on this, is that when we talk about the announcement of the program by the Governor.

“on August 18 ‘of 1982 that is referrlng to the public press release that was in the

State newspapers.

MR. KELLY: That is correct. : ‘

ASSEMBLYMAN ADUBATO: ‘Okay, that has no correlation to the availability
of monies as of that date. It only announces a tentative program without set ‘
patterns .or proeesses involved at this time for this bond issue. In other words,
the amounts were up -in the air, the amount of interest to be charged was up in the
air, whether points'and how many points were involved was up in the air -= so it
was the intention of MFA in the future to issue these funds, and the Governor stated

“that he was g01ng to do it, and that was the time to do it because of the urgency. of
‘many factors -- the high cost of mortgages, the non-productivity in the homebulldlng

market, the slack in the economy ---all these-things, but the announcement was made
in August officially -- on that date. "We're talking about -- -and forgive my being

_redundant -- it is because this is crucial to this hearing. ‘This is the thing we -

are really concerned about. That, as Mr. Citizen, who is interested in buying a
home -- that is the thing I am going to grab. That is my hope, that announcement.
I don't know, as that individual, just what the circumstances are, but I do know

“that -if I can qualify for one of these loans, then I am going to be a lot better off
" than if I,have to go through the conventional market. 1Is that a fair statement?

MR. KELLY: - Certainly. It is always below market rate with us.

. ASSEMBLYMAN ADUBATO: Yes, sir. It is alWays below market rate.
Okay . Agaln, I apologize for interrupting you, but I wanted to focus on that date
of August 18. e ) )
MR. KELLY: ‘You are correet. The Governor's statement gave no
specifics. He could not give a rate. We had not sold the bonds, ‘and he could not
give the total amount of the bond sale. We also had not sold the bonds {inaudible)

He could not‘give specifics. He, however, announced that the timing would be a
proposed bond issue in October, so what he Was doing was giving the_general parameters

- of what the program would look like and when it was projected for.

ASSEMBLYMAN ADUBATO: All right, the next thing thing that appears -
I don't know 1f it appears publlcly, but it appears with the institutions, 1s that
they are asked to. complete ‘the appllcatlon process by September 24 of 1982, Whlch -

MR. KELLY: Correct. o

ASSEMBLYMAN ‘ADUBATO: -- which is approximately a month after the
announcement. And, the institutions, at that time,.would make a request of how much
money in these areas that théy would like to have in their institution to give to
the general public. That is so you can, I.think =-- and I am being a little éresump-'
tuous on this part, so help'me.‘ That is so you have a Quideline as to how many



institutions, I think, want to’give out these mortgages and what’amounts‘they are
requesting You canvbetter judge your distribution across New Jersey-based on that
data?‘ Is that the- purpose for that September 24 deadline7 :
' 'MR. KELLY: Exactly. _ S

ASSEMBLYMAN ADUBATO: All right, thank you very much.

MR. KELLY: September 24,‘by the way,’was a Friday, and upon the
freceipt of the -- . » ) : ' . ‘

: ASSEMBLYMAN ADUBATO~ (interrupting) One other thing, I'm sorry. . .
When we talk about the $7 million sub51dy to back up in- order to make -this go,
‘would you please explain to us a little bit as to what that means? Who subsidized
what? . : ‘ : R

MR KELLY- This.was not a sub51dy of the mortgages. In order for -= "
if 1 may, this is complex, and I'l1 make it as simple as I can. I --. ) ’
ASSEMBLYMAN ADUBATO., Thank you for your understanding.
“MR.  KELLY: Let me explain ‘that from 1974 to 1980, the MFA operated
under very simple, but‘very prudent, ruies, When the Federal government passed the
Tax Act in 1980,>they created a whole new profession of tax experts, arbitrized
experts, and people who now we have to .call on when we have a bond issue. It is
a very intricate operation. k ' ' '
) The purpose of the $7 million is that preViously the Agency, when it
went to market and raised its money, as an example, at 9%, that it was permitted
to put a spread or a markup on that money of 100 -- I won't call it 150 basis ‘
‘points, because that is going to make it sound very -- a point and one-half, plus
the cost of issuance. Now, again, Congress. said, "No, from now on you are permitted -
to add up to one pOint, and out of that one p01nt, you have to pay your cost of
1ssuance. ) o
' : ASSEMBLYMAN'ADUBATO: That point is received by the Agency?

MR. KELLY: It is, in effect, our spread. What it does is it permits'
the Agency to pay its operating expenses; it permits us to pay services for oug morﬁ—"
gages; it permits us to pay any number of expenses, and we are not, as you well

know, a profit-making organization. We~arera State Agency -
i v ASSEMBLYMAN ADUBATO: That is very important for the,record; The

MFA is not a profit—making agency. ' ’ ' : i

' MR. KELLY: Over the years, the accumulation of this $7 million, over

ten years, represented the part of the spread that Was not applied to our expenses i
and our reserves. We need reserves like everybody else. We have losses from time
to‘time. So, those increments each year, invested through the State Department of
Investment, amounted recently to $7 million. o

Since we cannot make ends meet out of one p01nt, we have to sub51dize
expenses such as the cost of issuance.:' Otherwise, what happens -- )
A ASSEMBLYMAN ADUBATO. The cost of issuance, for clarification -- the

- cost of 1ssu1ng -- does that deal with the total cost as far as the underwriting ’
goes? Does that deal with the Commission factors 1nvolved°

MR. KELLY: It includes the underwriting -- what we actually do.

ASSEMBLYMAN ADUBATO: Does it include the printing of paraphenalia
to alert the public? ' » ‘ _

MR. KELLY:. No, that is an operating expense of ours. If there is

a program --



ASSEMBLYMAN ADUBATO: Okay. o _ , ,

MR.- KELLY: “If it is prlntlng bond documents whlch go to the 1nvestor,
that is a cost of 1ssuance. , ‘ ’ R
' ASSEMBLYMAN ADUBATO: All right. But the data that the Agency sends
out to the general public - o

MR. KELLY: That is a budget 1tem with -- = : :

ASSEMBLYMAN ADUBATO: = Okay. ~ And that is: a budget 1tem that comes from --

. MR. KELLY: Spread; RS | , e

ASSEMBLYMAN ADUBATO: Your spread. What I am getting at, ‘and thank you
for your patience, in a roundabout way. What I am getting at ,is that your Agency
“is not -funded by the general Treasury.' Is that a fair statement?

MR. KELLY: Not to the’ extent of five cents. = ,

ASSEMBLYMAN ADUBATO: . All rlght. Now, let me say that agaln - from my
consumption and everyone else's, because I think it is very important that the
MFA functions primarily without State revenue. Is that a falr statement?

MR. KELLY: Absolutely correct. : / o

_ ASSEMBLYMAN ADUBATO: ~Okay. S0, with the fiscal crunch that we are
facing in this State and m@st states - for whatever reasons, it‘has‘nothing_to do
with your Agency‘s budget. Is that -- ' ' :

MR. KELLY: Absolutely correct.

ASSEMBLYMAN ADUBATO: -Okay. )

MR. KELLY: I think Commissioner Renna would -- ‘

ASSEMBLYMAN ADUBATO. I'm sorry, Commissioner. Please,‘if you have at
any time -- ' S '

COMMISSIONER RENNA: I think what you were:asking in the beginning,
Assemblyman, was the fact that you were concerned, or at .least interested, in
knowing whether or not the $7 mllllon was elther a’ sub51dy from State government
or Federal government. ’ i

ASSEMBLYMAN ADUBATO: You said it much clearer than I did.

COMMISSIONER RENNA: Okay, and I just want to make sure that you under-
stand that the $7 million was not a subsidy or any kind of funds that were given
to the Agency either by the State or Federal government. It was funds from their
own budget. ) . '
ASSEMBLYMAN ADUBATO: = That you generated -=-
COMMISSIONER RENNA: Right.

ASSEMBLYMAN ADUBATO: (continuing)‘ with that point, point-and one-half
spread. - : ‘ - ‘ '

MR. KELLY:  .That is right. Which no longer --

ASSEMBLYMAN ADUBATO: ~So, when we talk about this previous bond issue
as an example, where the total allooation - not allocation -- but the total bond

issue was $239 million, and the allocation was $225 million.‘ You have got a

$14 million differential that-did not go into the general marketélace. That -

$14 mllllon then is broken down into commission , cost of 1ssuance and reserves.
All right. Now, what amount’ are reserves and what amount in this bond

issue was toward comm1551on° i y
MR. KELLY: Normal cost of issuance -- those are the expenses paidrto

the entire underwriting syndicate. ‘In order to sell_bonds, Mr. Chalrman -
ASSEMBLYMAN ADUBATO: The word "syndicate" disturbs me. What do you
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méan by syndicate?
" MR. KELLY: I agree.
ASSEMBLYMAN ADUBATO- What syndicate°
] 'MR. KELLY: Bonds are sold through a senior underwriter who heads:
up . the whole group who .sells the bonds. In a bond sale of this s1ze, they
could very well be - in various tiers of importance. The initial underwriting
group would be ten major firms. “As an example,‘Goldman—Saﬁs was the senior
managing -~ _ S o R ,b
© ASSEMBLYMAN ADUBATO: Where is Goldman-Saks from? What state?.
'MR. KELLY: New York City. : . o ‘ N
ASSEMBLYMAN ADUBATO: Are'any of these firms located in Néw'JerSéy?,
MR. KELLY: Many of them.- _ . f o -
ASSEMBLYMAN ADUBATO: In this bond issue, how many were ‘located in .
New Jersey that participated in these revenues? ' k
MR, KELLY: I think you would understand of .course, that the major
firms are headquartered in New York..
ASSEMBLYMAN ADUBATO: I have no problem w1th that. I am just trying
to get a handle on --
MR. KELLY: Okay. I'm sorry. , .
ASSEMBLYMAN ADUBATO: I have no problem on that. My only problem is
that I wish they were all in New Jersey, but that is life. You know, I'm just

'saying --

MR. KELLY: Again, we did select firms whose headquarters were in New
Jersey and firms that had a sizeable branch office network in New Jersey. And,
going down the list, the New Jersey firms whose headquarters were in New. Jersey
were the First National State Bank --

' ASSEMBLYMAN ADUBATO: Terrific.

MR. KELLY: Ryan Beck -- B

ASSEMBLYMAN ADUBATO: Terrific.

MR. KELLY: Fine. All of the firms with, I guess, one or two
ekceptions, have branch offices in New Jersey. ' ' ,

ASSEMBLYMAN ADUBATO: All right. I don't mean to make this a real
issue except to_say that, and I'l1l get off that -- where they come from --
except to say to you that I am very, very much aware, as my colleagues are --
and they can speak for themselves --. but having had the privi lege of serving
with them, I know how they feel -about New Jersey institutions. I am sure that
every effort is made where is humanly possible, as long as the firms are
qualified to handle the kind of complexity you are talking about -- that the
efforts will be made, and have been made, and I hope wiil even improve, because

anything can improve. I -am not criticizing your operation.

I would like to see the day come when we have 100% of New Jersey
institutions. Now, that is a heck of a statement to make. I would like to
see' it; I'm sure everyone would like to see it;' But, I mean that from my gut
that I would, and you are kind to allow me to do this, but I would really ask
you and the Commissioner -- and I'm sure -- again, I am not criticizing you.
What I am saying is, I would like to see that concerted_effort beyond,to.see
if we can't get even more participation. And I mean 100% if it is humanly

possible, you know, to New Jersey.. And, I am getting a.little,carried away on
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*that because when .you mentloned the New. York flrms, I keep thlnklng about the
Meadowlands and the pullout in the twelfth hour.‘ And, thank God, we had some

institutions .in New Jersey -~ some that you mentloned - some you didn' t mentlon
that aren't in thlS .area.-- that came to the rescue of the people. I thlnk we
"have  an obllgatlon to these 1nst1tutlons to: show them and go beyond -- ‘go beyond -

4'Vgo out of our way to show the New Jersey flnanc1al institutions that. we, in
government, and the people of your Agency, and everybody: in this State, 1nclud1ng
the Treasurer s Offlce,‘lncludlng the pen51on funds, to part1c1pate more with

New Jersey institutions that are qualified than anythlng else. I mean that very
» parochially -- I mean that. : . ' ‘

’ Again, I apologize for gettlng carrled off on the other areas, but --

_ MR. KELLY- ‘Mr. Chalrman, I can ‘assure you that our Board has been very
-conscious of this, -and our minutes w1ll indicate that on each one of the récent
‘Board meetings that related to thlS bond sale,‘ there was the Director from our
Board to 1nvolve as 'many and as promlnent firms in New Jersey as we could.’ )

ASSEMBLYMAN ADUBATO: I don t doubt that at all Mr. Kelly. ' Let: me say
that agaln, and I am not trylng to make this a defensmve struggle. I have no
problem with that. : . .

I am just saylng that anything that we can do in the Leglslature to even‘
improve that situation, we're -ready. . If it takes leglslatlon -- I'm not saylng it

"'does ~~- if it takes input from us, whatever we can do to keep that g01ng and 1mprove
1t we're here to do that. That ‘is all I wanted to say.

The breakdown from $239 mllllon to $225 mllllon is $14 million roughly.‘
The questlon, agaln, I have, is how much of that went to reserves and how much-
went to comm1351on, because I'll tell you the flgures I got, and maybe you .can
help me. - The figures I got were that $9 mllllon went to reserve and $5 mllllon
was the cost of underwriting. 1Is that a fair -- )

. MR. KELLY: That is a falr statement,‘yes. ) . .

ASSEMBLYMAN ADUBATO: A fair Statement. - All right: My next gquestion
that follows is, naturally the $5 mllllon in commission is split up against these
ten flrms. How much of that commission do you know went to total, comblned,—s
no, strike that; that dis not 1mportant today. We 11 talk about that 1ater}

) The important thing is, where is the $9 million in reserve?

MR. KELLY: Well, that is-invested.

ASSEMBLYMAN ADUBATO. Where? )

MR. KELLY: Through the Division of Investment here in the Treasury.

ASSEMBLYMAN ADUBATO: All rlght, now, walt a minute. The Treasurer s
Office handles that money? v | ' o o ' ’

MR. KELLY: . Not as general funds. As you know, there is a Division of
Investment -here in the Treasury, whlch we.can use in the same fashion as we would
use an investment of -- ’ ' -

ASSEMBLYMAN ADUBATO: All right, This is my whole p01nt Mr.'Kelly, and
1t has nothlng to do with your Agency or you or -~ I'm sorry, Comm1551oner, are
you trying to get someone's attentJ.on'> Let me help you. o

COMMISSIONER RENNA: I m just trylng to get Mr. Dlppold -

ASSEMBLYMAN'ADUBATO: Would you please go --. The Commlss1oner is ~-
Aren't you his boss? ‘ s ; ’

COMMISSIONER RENNA: He is an employee. I am not a boss.
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ASSEMBLYMAN ADUBATO: Mr. Renna, I say that respectfully.
COMMISSIONER RENNA: Xurt Dippold, 1nc1dentally, is A551stant Executlve

Director of the MFA.
"KURT DIPPOTLD:

I would just like to say, with regard to the questioh of

reserves and the $9 million you are talking about =- this issue was done with SOme

discount bonds, so the difference between the $239 million that you -are looklng

‘for and the $225 million
We 1ssued $20 mllllon in

is a difference of funds ‘actually received by our- Agency,

discount bonds for which we got funds of only $11 million,

so there was $9 mllllon in there that shows up on the issued. 51des, but we never

get proceeds for them because they were issued -at a discount. So, that is not a

reserve.

ASSEMBLYMAN. ADUBATO: It is not a reserve?

MR. DIPPOLD: 1It is not a reserve.’
ASSEMBLYMAN ADUBATO: Well, how much is the reserve?
MR. DIPPOLD: The reserve. is 3% of the issue- Wthh comes out to be ==
ASSEMBLYMAN ADUBATO. About $9 mllllon.
MR. DIPPOLD: Okay, but that is not -
- ASSEMBLYMAN ADUBATO: My math is not that good, but $225 million -- 3% --
MR. DIPPOLD: Right. It is somewhere close to $7 million.
ASSEMBLYMAN ADUBATO: $7 million?
MR. DIPPOLD: - That is our contribution, but that is not the explanation

of the difference between the bond issue size and the ‘amount of loan proceeds

available. -Okay?. That is a function of discount bonds. )
ASSEMBLYMAN ADUBATO: I am not going to get into that complexity right

now because we are not prepared to handle it|with knowledge and understanding, and

we can. spend several days here dealing with that issue alone.

L

My point is simple -- whatever your reserves are, whether it is §7 million
or $9 million, that those monies are now allocated with the dlscretlon of the

‘investment portfolio ~- that is a separate entity outside of ﬁhe general Treasury

in the State of New Jersey dealing with pensions and things like that, or what are

we talking about?

MR. KELLY: Where you are concerned that these funds would be available to the

general Treasury oOr ==

ASSEMBLYMAN ADUBATO: No, my concern is that, if I understand this

properly, that these monf
in Texas or California.

MR. KELLY: Wel

I would call it, outside

need for the best rate th

That is not a parochial p

~ ASSEMBLYMAN ADU

with this money. 1I'm sayji

monies would be available

es -- this $7 million -- are quite possibly being invested

1, as you kndw, the Division of Investment has this problem,
of the MFA. They are constantly being caught between the
ey can get anywhere and the need to invest in New Jersey.
roblem with us. ' '

BATO: No, no, no, I am not saying that it only exists .

ing that this would be in the same category, that the

to be distributed without any critera to New Jersey.

MR. KELLY: Let me just re-phrase it and answer it this way. If you ask

me right now if I knew th
State or all in the State

at any part.of those reserves was invested out of the

, I couldn't answer you.

ASSEMBLYMAN ADUBATO: 'Okay, then let's drop that. I know the cdoperation

you have been giving us r

ight along -- that we can get that information --
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MR. KELLY: -I.-know it, but Iado,not knowdit; . I'am not-withholding any
“information from you. IETUROY SRR Lo S o
ASSEMBLYMAN ADUBATO: Oh, I know that. I know that. Will you continue, B

please?

MR. KELLY: Okay. The point at which I just.cut off'mhat that the MFA
can only provide 20% of,thevdemand‘of‘$257 million under- the statewide’existing
category, ‘ » R ' ‘ e
Durlng ‘the week of September 27 the Board approved the allocatlons
whlch you were given as® part of the presentatlon.
.ASSEMBLYMAN ADUBATO: (1nterrupt1ng) What date was that agaln°
MR. KELLY: September 27.
ASSEMBLYMAN ADUBATO:- All- rlght, September 27 -= the Board approved it
three days after -— : )
MR. KELLY: This is what'You'receiVed,‘I‘believe,’in,the mail‘—- the -~
ASSEMBLYMAN ADUBATO: - The printout. ' N ‘
MR. KELLY: The printout. Exactly. ‘ . ,
ASSEMBLYMAN ADUBATO: All right. But, that was on September 27.
v MR. KELLY: Okay, that is- on September 27. On September 30, a bulletin
. was sent out to all partlclpants, adv151ng them that no appllcatlons were to be"
taken until MFA application forms were recelved, Wthh went out on' October. 15 ==
ASSEMBLYMAN ADUBATO. Wait a minute now. Wait a mlnute, wait a minute.
That is not in your statement, is it? There are several thlngs that: you have
1njected in your statement that I can't. f£ind. l ) B
MR. KELLY- " Oh, well I m sorry, I dldn t mean .to extemporlze. I just‘-—
.ASSEMBLYMAN ADUBATO-' ‘No, no, i want you to:. Do not, as I told you
before you started ‘to speak, you are being extremely patlent with us and extremely. ,
helpful. I do not want you to restrict anything to this paper. ‘We have -asked '
you for other things -- : ) e
MR. KELLY: You are correct. . . ‘
ASSEMBLYMAN ADUBATO: (continuing) ~and-you are. being more than patient;
and cooperative, and I hope we can be as patient and cooperative as you aref'r
" MR. KELLY: - Thank you. Irsee'what,happened here. You are correct;
Last evening,Ain going over the testimony and trying to improve it,; I -did make
extemporaneous notes, and one of them is on here which is not in your -—‘but
ASSEMBLYMAN ADUBATO: All right. There isn't anything official about
this. ‘ ‘ - ' ‘
' 'MR. KELLY: There is nothing official.
' ASSEMBLYMAN ADUBATO: I want you to know that, in our ‘eyes, there is
nothlng official: about this. This is not going to go into any reoord.j>The-only
thing that is golng_lnto the record is what we say_right here.lb ‘ o |
MR. KELLY: 1I.think at this point -- all right. -- continuing --
ASSEMBLYMAN ADUBATO: -Those dates ~- ' ‘ -
ASSEMBLYMAN KELLY: Give us those dates over again. : ;
MR. KELLY: Okay, fine. T was. seeing just for a moment here that I
might be out of place, but I'11 give you the dates. A1l right. ]
As I said, all the Commitment Applications were to be returhed on the
. twenty-fourth, which was a Friday.f,On the 27th, the staff spent  about:three -days

working up the allocationsvbeCause‘wevhad-$558 million or some figurevof»thatf
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nature in demand for $225 million in supply So, at that point; we did the allo-
cations, which -- Assemblyman Kosco, do you have a copy of that, by the way?

That was the printout that we  (inaudible). ' This printout shows what each lender
requested in each category, what each lender received in each category, and then
it goes on to describe the basis for the allocation -- how they received that
allocation and what the  formula was. So, if you have that, I think you would be
in a better way to understand what we did.

At any rate, continuing -- on the 27th we did this, and upon the finish-
ing of that allocation process, the Board approved the allocations after considerable
discussion. . ‘ ‘
_ ASSEMBLYMAN ADUBATO: 'The important thing here is that you had a limited
amount of money to distribute, and the cry for money was well beyond your capabll-

ities to dlsttlbute those monies. You did not have the money.

MR. KELLY: Two and one half-times. ‘

ASSEMBLYMAN -ADUBATO:  What was that agaiﬁ, Commissioner?

MR. KELLY: Two and one-half times the request of‘what we originally had.

ASSEMBLYMANvADUBAToi All right. So the reqﬁests were 250% higher than
what you had. \ ' ' ' '

MR. KELLY: That i$ right.

- ~ASSEMBLYMAN ‘ADUBATO: Right off the bat you knew that there were a lot
of people out there that these institutions felt that they could distribute this
money if they had it to distribute. . Is that a fair statement?

‘ MR. KELLY: We knew --
ASSEMBLYMAN ADUBATO: (interrupting) In other words, what I am getting
at is, no matter what yeu did, there were’going to be a lot of unhappy people

around.

MR. KELLY: Exactly. .

ASSEMBLYMAN ADUBATO: Even if you are perfect, and you are not.

MR. KELLY: For every loan that we were able to make --

'COMMISSIONER RENNA: We are nearly perfect.

" ASSEMBLYMAN ADUBATO: I won't put that in the record.

MR. KELLY: News of the program, since the Governor's announcement, had
generated considerable attention -~ and the media and -- the Agehcy itself

received 7,000 phone calls in Newark. We had to put out temporary -- ;
' ASSEMBLYMAN ADUBATO: That is exactly why. When you talk about Newark,

I have letters, and I have some outrageous accusations where people have called
my home and they don't leave me.their name. I tell them if they are not going to )
leave me their name, there . is nething I am going to do about anything. Unfortunately,
they also call my office, and as the Commissioner knows, when we are not there, we
have ‘a tape machine, and I have quite a few messages on tape in my office. Some
people have left their names, and, you know, with confusion, and many of them keep"
complaining about Newark MFA -- the Newark office -- like you are the éeople
who are giving them the money;' That is the point.

COMMISSIONER RENNA: . I think we have clarified that for the purpose- of the
hearing that we don't give the money out directly.

ASSEMBLYMAN ADUBATO: Right, but the interesting thing is that while it
is true that the MFA doesn't give the money, the MFA -- and we are talking about

the process now, the application process =-- is what we are getting into now with
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‘the time frame. So, we are saying that as of September 27, MFA notifiedbthese
institutions how much -- help me. ' R ‘v .

MR._KELLY:,.Sorry, ’11 have to break in there. We did not notify
them at that point.> It was not until the 15th that we arrivéd at the dollar
amonnt. ‘We new ourselves what they were going to get, but we did not tell --

ASSEMBLYMAN ADUBATO: All right, now,  let's get that straight because
that is probably the most important thing we are doing to talk about today, so
be patient with me.

On September 27 the Agency knew how much money was going to be allo-
cated to each institution based on the requests that were made and based on the
Agency s desire to be fair and to distribute ‘these monies in the
three categories and to distribute it across the entire State of New Jersey as
‘much as pOSSible based on the institutions that reguested money.. Is that.a fair.
statement? s ‘ - k ’ ‘ v :

MR. KELLY: Yes. , L B

ASSEMBLYMAN ADUBATO. Okay. 'So; in that desire,_you came down with
the numbers, realiZing you had a iimited amount of money to begin withbandktrying
to spread it around as;much as you could - The Agency knew on September 27 how
they were going to do that. ' The institutions at that time did not know how much

tthey were getting? ) ‘ ) '

. MR. KELLY : Exactly right, they'did not know. Theyqdid not .know. until
the 15th of October by mail, which meant’ that they received- it ‘on the 18th. I'm
sorry -- it went out by United Parcel Let me reiterate that.

ASSEMBLYMAN ADUBATO: T want you to finish that because we are QOing,to
come back to it, naturally, but I want to get the total process out first.

MR. KELLY: What was occurring at this point was that we were in a
'constant communication with our underwriters as to what the bond ‘market would
take, so that we were working on one side -- L

ASSEMBLYMAN ADUBATO: Now, what we are saying in layman's,terms‘isy
because of the fluctuations that were happening in rapid order with the price of
money, more or less -- that it was difficult for the Agency, if I can try to be
helbful, to come up with a number that made sense. - You know, once you are.locked,
you are locked because- the original-press release, going back to August 18, spoke
about the possibility. of as much as, four points, and’ spoke about ---the press
release I got -~ and that is somethingVI want to get back to later; I don't want
to confuse the issue. But, it also spoke»about a higher rate of interest of
about 14% -~ ‘ ’ ‘ v ‘

MR. KELLY: Thirteen, I think. .

ASSEMBLYMAN ADUBATQ? Thirteen, fourteen, something like that -- not
eleven. . ‘ ' o

'~ MR. KELLY: No.! » , .
ASSEMBLYMAN ADUBATOQ Not eleven.. And now when it comes time to actually
haye those issues, the markets drop.  Fair statement° : )

MR. KELLY: Right. ‘ .

ASSEMBLYMAN ADUBATO: The markets drop; and now you are 'saying, "Hey,

we can put this out lower than what we anticipated." ‘And these mortgages are
thirty years? Straight? ‘ ‘ o ’ o v
‘ ' MR. KELLY: Straight.




ASSEMBLYMAN ADUBATO: Thirty years. They are not adjustable every
six months or hinety days or two years or one year? In other words, the person
who gets this mortgage knows that for thirty -- my God, isn't that incredible?
For thirty years, he is going to have the same rate of interest. No wonder why
the people are upset! Anyway, this means that you knew, but the institutions
did not know. on September 27 how much they were getting.

MR. KELLY: That is correct.

ASSEMBLYMAN ADUBATO: All right -- for those reasons that were stated.
MR. KELLY: At that point we were working with two figures. One, we.
knew what the demand was -- roughly $550 million:. One, we were working with the

underwriters to determine what apparently was the amount the market would take.
So, at that point, the $239 million figuré evolved. So, now, we had this know-
ledge, but the lenders did not.

In our inter-office communications and our bullefins"to'our lenders,
which go out frequently -- on September 30 a bulletin was sent out to the lenders,
to all participants, who now we knew the 86 names, advising them that no applica-
tions were to be taken until MFA applications were received from the Agency, which
were expected to be mailed on October 15. And they were; they went out by United

Parcel.

ASSEMBLYMAN ADUBATO: All right, let's stop right there. I made a
statement when I opened this hearing -- talk about credibility, talk about per-
ception -- people's perception. See, Mr. Kelly, I have an advantage over many

people. I have had the good pleasure of talking to you and learning from you,
and talking to the Commissioher,‘and talking to some of the institution's repre-

sentatives here who, through the nine years I have been here, we have fought and

argued and debated different philosophies, but, I believe -- you see, I have an
advantage. I believe that if every institution in this State -- it may sound
corny -- that I am aware of is honest. And, when they are not honest, whatever

happens to them should happen to them. Certainly, if we become aware of that,
we would act and share information.

But, perception is extremely important, and I think you all agree with
me. The perception now at this time is to the public, as yoé stated -- that no
‘ allocation, and correct me, please -- no allocation is to be made by any institu-
tion prior to the MFA applications being sent to them and being used as the
document for that loan. ‘I want to made that so emphétic and so clear, and I hope
that I have the ability to do that, and I will ask my colleagues for their help
if I am not. And even if I am not, I want their opinion and their advice -- is
that in the general public's mind at this point in time -- now, we backed up to
August 18. Bang, there is a press release, money is going to be available, so
forth and so pn{ And, no. one knows exactly what it is. And then we come down to
September 24 -- a certain amount of money. We come down to September 27 after .
you have received the requests from the institutions. On September 27 the Agency
knows how much money they are going to give out. And, they notify the institutions
that they are going to get the applications mailed out on October 15. I want to
back up to this gquestion, and maybe you answered it and I didn't catech it. At
what point in time did the Agency know how much money they were going to have?
Did they still know?

MR. KELLY: No, not until October 7 when we sold the bonds.
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‘ ASSEMBLYMAN—ADUBATO- All right. 'Now, that is- the date I dldn t hear
before. You ‘might have said it, but I dldn t hear it.
k MR. KELLY: I ‘think I did earller because” the date_—-
ASSEMBLYMAN ADUBATO: (interrupting) Okay. f
k MR KELLY: (contlnulng) The date of the bond sale was October 7. Now, -

iwhlle the Agency was working against a perceived flgure for the bond sale of

$239 mllllon, even a week or so early, I must 1mpress upon you that a bond sale
does not occur until the day of the sale when the underwrlter and myself 51gn

a bond purchase agreement, and to indicate how fragile that understandlng is --

if somethin§ occurs that day, that the underwriter perceives to be an event which
will affect the bond sale that he has to sell those‘bonds,‘he can withdraw up
until that day. And, I might quickly say that on the day that the hostage attempt
was made in|Iran, we were selling bonds, and at nine o'clock in'the'morning, the
underwriters decided they would wait until eleven o'clock before‘they signed the
purchase agreement because they weren't sure of the extent of‘what-hoStiiities‘
would occur. ' ‘ ’ R ; '
What I am saying is that on October 7 there was a bond sale. -But,

until -- ‘ . :
‘ ’ ASSEMBLYMAN ADUBATO: October 28. o
MR. KELLY: No, on October 7 there was a bond sale.
A%SEMBLYMAN ADUBATO: ' Yes. » ,.7 . ) ]
‘M%. KELLY:,,Okay. The closing was the 28th, We'll come to that in a

moment. . - . . .
' ASSEMBLYMAN ADUBATO: - What I am saying is that at the closing, not at

" the sale, aqe we talking about the fact that they can walk away from the 51tuatlon L

on October 7 or they can walk _away from it October 287

MR. KELLY: : They owned the bonds as of --

AQSEMBLYMAN ADUBATO Of_October 7.

'MRl KELLY ‘That is right."

ASSEMBLYMAN ADUBATO:. Right. That is what I am getting at. . So, as of
October 7, prior to the'announcement‘that the institutions would haveuthe applica-
tions, probably on .the 18th -~ béing sent parcel post on the 15th to these insti-
tutions -- or»whateyer way they were sent -- that they would be first available
to the public on Monday, October 18. ‘ i - L

MR. KELLY: . I'm not sure I understand the statement. I have" it ‘pretty
clearly in mind, but, first the bond sale was subsequent to the announcement in
the bulleting saying, "We want to call to-your attention that MFA application

forms will be in your'hands‘presumably on the morning of the 18th. They would

leave us on ~--=" But, that was a week prior to the sale of the bonds.
ASSEMBLYMAN ADUBATO. Was that information given to the institutions -
on October 7th? ‘ . o S P o
. MR. KELLY: No, it was given to them on Séptember 30. The builetin
which I == =~ . L S '
ASSEMBLYMAN ADUBATO: - Oh, on September 30, they knew how much money
they were -- That is what I am trying to get at. On what date did the institu—
tions know, how much money they were going to get? - R : v
MR. KELLY: Okay, October 15. The 15th was the date on whlch a package_

went out, and in it, you were told how much money you were 901ng to be allocated.»
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‘These are the application forms and various other --

ASSEMBLYMAN ADUBATO So, even though the bond ‘sale was completed on
October 7, and the Agency knew at that time how many bonds were going to be sold,
and at what rate and so forth and so on, the actual allocatlon to the institutions’
was not publlc to the 1nst1tutlons until they received the distribution package.

MR. KELLY: They received a carbon copy of thelr own commitment applica-
tion form. We keot one copy and they received onebcopy, and in it was what they
had asked for, what they were getting, and since they weren't getting all they
asked for, there was a check for the refund of the commltment fee that they had
put up. ) '
» . ASSEMBLYMAN ADUBATO: Okay. ‘ _ .
ASSEMBLYMAN KELLY: Just one thing on the dates. You said that you
found out, the Commission found out, on the 15th of how you arrived at a dollar
amount. v ) v

MR. KELLY: Was that October 15th? -

ASSEMBLYMAN KELLY: No, September 15.  That was what you said before,
or else I wrote it down wrong. ‘

MR. KELLY: September 24 was the date that we recelved all the requests.
I don't think there was a date on September 15 --

 ASSEMBLYMAN KELLY:: You said that you arrived at a dollar amount --

- ASSEMBLYMAN AbUBATO: I think the confusion on the date of the 15th -~
I've kept saying the -15th, and maybe I might have slipped and said the 15th of
‘September. I meant the 15th of October, so.I may have misled you.

MR. KELLY: I understood that it was the 15th of October because nothing
occurred on the 15th of September. y

ASSEMBLYMAN ADGBATO:-,Okay, I may have said -- -

ASSEMBLYMAN KELLY: Let me take it to October 15. On October 15, you
arrived at the dollar amount. Is that the date that you arrived at the dollar
amount that the institutions were going to get?

MR. KELLY: We had arrived at it before, but that was the date that we
sent them official notification that they would receive --

ASSEMBLYMAN KELLY: So, they didn't really know what the dollar amount -
was until sometime after that then. _

. MR. KELLY: = Exactly, and I must mention again that during the period
that they did not know what_they‘were going to receive; certainly we felt it would -
be highly imprudent for them to be either allocating it to theierwn:customers -
we felt that they Qould be, at best, just waiting for us to -- . .

' ASSEMBLYMAN ADUBATO: Thank you, Director, Now we are dealing with the

crux of perception and the credibility that we all want. So, the institutions did
not know how much money they were going to have. They were asked for a redquest.
"They were not told that whatever they requested, they were going to get.

MR. KELLY: Absolutely not. . ' _

ASSEMBLYMAN ADUBATO: . And, I think you used the word "prudent" when you .
described the fact that your letter, which you were klnd enough to send me a ¢copy
of, said to the institutions, and I am not going to quote exactly word for word.
I have it here, but I am not going to oo through the whole letter, except to say
that your letter set down guide lines. And your letter said to the institutions
that "these transactions must take place using the MFA application." 1Is that a
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fair statement? : )
MR. KELLY I think it is a paraphrase, but it is -- »
ASSEMBLYMAN ADUBATO: It is a paraphrase, but is it a fair statement?
MR. KELLY:  Yes, 1 was just looking for that exact,language. I believe
the -exact language said, "You will get the application forms in the mail on’
October 15." - Obviously the inference is, use these forms. -
‘ ASSEMBLYMAN ADUBATO: 1Is it a fair'statementfto say, Mr. Kelly, that
. the reason why you did that was to more or less give everyone in the State an
equal opportunity if they were qualified. to have an opportunity‘for that mortgage -
at the same starting point? In other words, when a horse race.starts, and:
assuming that all the horses in the race are of equal calibre, and 1t is the
Kentucky Derby, let's say -~ they'all carry the same weight. ' It is not a handl-
capped race. This is a race where all the people in the State of New Jersey are
glven the same opportunity if they are gualified. -I'm not saylng that non- qual—
ifying people or you or the institution should make bad loans or to give out
money to people who show they can t afford to pay a loan. Certainly, I think we
have tried in the past to help many people and we have suffered for- it == those
‘borderline cases, where, unfortunately, some agenc1es have had to take back the
homes and take back the mortgages I'm not saying. that. ‘ v
’ What I am saying is that your letter that went out said to these people,
y"Look we are not giving you all the money you wanted. We don't have it to give
_you." Even though you didn't say this -- there is nowhere where I'm saying that'
you said this. Your intent, when I look at your letter, is to say to these people
in‘a'niCe way, "Look, you are not getting all the money you wanted. . This is all -
‘we can give you, and ‘please use the appllcatlons prov1ded for by the MFA.? Is
that a ‘fair statement? . v
MR. KELLY: . Yes, it is-a fair statement as to our policy. I'm-trying'
to distinguish there, and I am looking for exactly -- here is the September 30th
letter. ’ o _ : ’ ' o :
’ ASSEMBLYMAN ADUBATO: Yes, sir. I have‘a copy of that. ‘
ASSEMBLYMAN KOSCO: Wasn't the procedure as -far as the application form
is concerned more specific than that? Wasn't it that that particular form had to
be used and no other form? R o '

' MR. KELLY: Here is the way it reads: "Upon receipt of thé commitment
acceptance and'programatic_formS,lenders may begin accepting mortgage loan anpli—
cations from prospective borrowers under the program.” This is exactly the lan-
guage.. It didn't say, -although-:it is implied that -—.I would have to believe.
it is implied that when you receive ‘the forms, use them. '

" If I may step back a moment Mr. Chalrman, we have had Sane 1977 --
thls would be the fifth program of this type -- in each case we followed the same
procedure ) There are some small variations, but nothing really substantive. This
flood of appllcatlons never -occurred before. We had no way of ant1c1pat1ng1t prior
to embarging on "the program So, we didn't change ‘the rules, and the rules
basically were that on the date we receive our money, whlch was,‘ln this case,
~on October 28, at whlch time the underwrlter hands me, and I hold for a moment a
check for roughly-$225 million -- $230 million -- and I have to endorse it and
immediately it goes .into the bank. So, I am a'millionaire for just a minute. That

_ check now indicates that.wevhave the money to fund the'program, and. until that
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moment, we don't want people making commitments for that money. Not applications;
that is the first step. . The commitment is when the lender says to the borrower,
"You have a commitment from me, and I am gettlng the money from. MFA for your
'$50 thousand loan." That is the critical date to us.

ASSEMBLYMAN ADUBATO: Well, let me make that a little clearer for us.
That commitment, you are saying, should not be made prior to the institution
"knowing how much money they have.

MR. KELLY: No, prior to us c1051ng on the bonds and us know1ng that
we are going to get our money from the bond sale, and the lender now know1ng that
there is no questlon. The money is now in the bank. . o

. ASSEMBLYMAN KOSCO: But he still doesn't know how much --

: MR. KELLY: He knows at that point. He has already been told on the
flfteenth that it is ‘a mllllon dollars, but until we sell the bonds and we get
the million dollars, which as you know was on the 28th --

ASSEMBLYMAN  KOSCO: This is October 15th? . S

MR. KELLY: No, the date of the closing. The bonds sell on the 7th;
that is the date that the underwriter sells the bonds. and actually the bonde are
sold to investors on that date, generélly. They may not all be sold; there may
'be'some at the end of the day, but they are sold. As far as we are concerned,
they are sold. We don't get our money until the closing, which means that, in
the meantlme, the underwriter has collected his money from the people who bought
the bonds, and now he has the money to give to us. o

That ie~the'critioalrdate from our standpoint. We have always said,b \
"Do not make any firm commitments prior to the date of the closing." In previous '
programs, the date of application was not critical. There was always plenty of
money . We. have had programs'—- $136 million in 1980 -- it took wus about 18 months
to get out. . ' | o '
ASSEMBLYMAN ADUBATO: Director, I think that the reason why we are here
now though is obvious,beoadse of the times we are living in, and where in the
past, maybe it wasn't that much of a crunch for some'people, and the competition
was a little different than it is today-- that with the double digit unemployment,
with the cost of money still skyrocketing to the people, in spite of the prime
rate coming down, in spite of discount rates coming dowh,_the'people still have
not been the beneficiaries of those programs -- of those escalations now. And,
I am not making any charges or accusations at anything. What I am saying is, is
that some people have an opinion that what institﬁtions are trying to do, and it
has nothing to do with this bond sale, except that the stampede, as one paper
story reported this -- as a stampede -- which 1s somethlng, certainly, your
'Agency has never seen before. 1Is that a fair' statement?v

MR. KELLY: Correct. '

. ASSEMBLYMAN'ADUBATO: Okay. The stampede that took place in this trans-
action highlights -- highlights the fact that the care in the process has to be
looked at a lot more carefully than it has ever been looked at before because
there ishgreat competition for those monies today. . That never existed before.

The people out there are competing for that more so than ever before -- to have
that Amercian dream of owning their own home and so forth and so on.

_ That is something of the past. When you talk about a thirty-year

'mortgage at 11% -- let's not go into what is happening in the market. I'm not
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blaming an institution. ‘I'm just saying that it is obvious to me why there was
that stampede. - It is obvious that the confusion, with all the technical‘skills‘
aSide, that I still come back to the dates of October 15 and October 18 being
cruCial -- very crucial.. And, I still say that my interpretation of your letter
is clear, and that letter to me says, when I read it, . that no monies are to be
allocated without using the MFA mortgage application. -To me, ‘that is very clear.
Now, I thought that was your intent. ’ i

_ MR.. KELLY: I am not quarreling with your interpretation of that, Mr.
Chairman. -What I am saying is that the =-

’ ASSEMBLYMAN ADUBATO: Okay, thank you. Now, let me help -- get back to
commitment. You, sir, have no jurisdiction over what an individual institution
commits to‘at any time. Is_that a fair statement? ‘

MR.'KELLY: That is correct. . :

ASSEMBLYMAN ADUBATO: Okay. The institutions, however, on_these.applica—_
tions, on these forms, did not have them until the 18th of October.b Fair?

MR. KELLY: That is correct. ) )

ASSEMBLYMAN ADUBATO: So, if an institution allocated their money before
they got the application by making commitments, you could not stop them, could you?

MR. KELLY: It would be without our knowledge.

* ASSEMBLYMAN ADUBATO: Without your knowledge.
MR. KELLY: Of what is gOing on out in the --
ASSEMBLYMAN ADUBATO: What I am driving at .is that you are not inSide
the banks. L ‘
MR. KELLY: That is correct. ’ '
ASSEMBLYMAN ADUBATO:. Now, if you did know that before these institutions
got an application that they‘already committed their'money,rand you see, we have
.to get back to perception'—— we have ‘to get to the horse race. If everyone is
starting from the same gate and carrying the same weight with equal.ability in
the jockey, and they are all going for the finish line at the same time -- and
that analogy.says to me, that is the way I perceive the program to exist.--as long
as they are qualified for the money and meet the criteria. And. your letter certainly
supports that in saying that these applications are going to be available in these
institutions. And that was in the newspaper, wasn't it?

MR. KELLY: I can't say specifically because I have some news reports here,
but I don't know if I have that. Maybe I can help also here. I did not read the
full -letter because there was a question from Assemblyman Kosco, which I ==

ASSEMBLYMAN ADUBATO: I apologize. Go ahead. )

MR. KELLY: (continuing) accepted The letter of September 30 starts

"by saying, "It has recently come to our attention that several prospective SMP
participants have started to accept and process mortgage loan applications in
antiCipation of the upcoming program."

"This procedure is not acceptable to theAgency —=

ASSEMBLYMANvADUBATO. Director, thank you very much,_and'for public
consumption, let me sayithis. You have been through -~ already. You are both
patient. You have been through a. heck of a lot, and you have been answering
questions that have been coming at you from all directions.

For the record, I want to say that when I called you and Cominissioner -

Renna, I got nothing but cooperation. For the record, I want to state that you
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sent me every documentation, every letter, and eyeryvcorrespondence that ever
had anythlng to do with this bond sale. I want that on the record. And the
mere fact that you may not remember somethlng, I want everyone here to know that
you have already given me the recelpts.' You have already given me these letters.

And, that was the thing, when you talked'about your opening statement there.
Aren't you more or less admonishing these institutions? ‘

MR. KELLY: I don't know really =-. ‘ .

ASSEMBLYMAN ADUBATO- Well, maybe not admonlshlng, but aren't you
asking them in a nice way to cease --

’ MR. KELLY: .We are putting them on notice that we have heard about
this, and we are telling them to cease. That is the second paragraph. That is
not acceptable to us. ) . ‘

ASSEMBLYMAN ADUBATO: Thank you, sir. And, to get a total picture,
isn't it a fair statement to say -- again, backing up -- the fact of what kind
of an entity the MFA is -- that you need these institutions to distribute these
monies. You can't do it. ’

MR. KELLY: Absolutely correct. ]

ASSEMBLYMAN ADUBATO: And these institutions really don't make a
whole lot of money on these deals, do they?

MR, KELLY: They are always telling us that they actually lose
money on it, but they come in from the standp01nt of publlc part1c1pat10n and
:publlc - .
ASSEMBLYMAN ADUBATO: I will not give you my response on record.
But, I will say to you, bull, and let you finish it. The important thing is
that these institutions do not probably make as much money as they would make in
a conventional transaction. I would accept that. I would accept that totally.

MR. KELLY: No question. : ' .

ASSEMBLYMAN ADUBATO: Totally accept that. But, I don't think they"
lose money. And I also think that part of the probiem here is that some of these
institutions, and forgeting that I am the Chairman of ‘Banking and Insurance, and
I am going to say it without coming forward -- that these institutions have an
obligation also to the people who make deposits in those institutions. It is
common sense that the savings and loan or even a commercial bank would -- even
though we perceive this to all coming from the same starting block -- would, in a
rational way, show a preference to people who have been doing business with them
for twenty years who are qualified and they need a mortgage. I'm not sayingvit is
right or wrong; I say I understand it.

MR. KELLY: That would seem logical.

N ASSEMBLYMAN ADUBATO: I understand it. What I don't understand is
mortgage bankers: doing it. What I don't understand are some other financial
institutions doing it because I don't understand that relationship with the
individual because there isn't any. It is an arm's length paper deal.

Now, in those kinds of institutions that are listed here that don't
have applications avallable or are going to going to another condult -- and that
is the next question I have.

' COMMISSIONER RENNA: May'I say just a few words, Mr. Chairman? I
have to beg that off on the continuation of the meeting only because I have three

or four other commitments. I just want to let you know that if there are any
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questions that yoﬁ have befofe I go, vaould be very happy to answer them. I
think the.problem.here, and you can pursue it through the course of your discussion

here -- I think the probiem we face here is the fact that even though there-is a

"perception on the outside, it is a perception of a lot of things on the outside,

and maybe perception of people working in government that are not doing what

they are supposed to.do. There is a perception on a lot of thlngs on the outside,
and-I can understand the perceptlon that the people have here. Your analogy of

a horse race is something that I don't really see because there are seven or eight
horses in a race or whatever amount there are, and that is all that there is‘in

that race. There are no other horses in that race. . If you put a bet on one of

'them, and make 8,000 people bet on that horse, only one or twovor three or maybe

a ‘hundred of them will collect on that horse. The other 7,000 or 8,000 people
who bet on that horse do not collect because they happened to pick the wrong
horse or because the horse lost. » o

. What I am trying tolsaying is the comments that have been made here
that of all the bond sales that the MFA has had in the past, the same criteria was
used and the same process was used. It is obvious that the situation that we have

now was something that was never anticipated- only because of the fact that we - i

vrecelved SO many calls and so many people were interested: 1n the program of

necessity, of course. In any case, the making -- the making that we should look
into more of these programs. We can't do it only because}we only have a limit of
what we can sell on bonds in any one year. L
' I would suggest -to the people who did not receive a mortgage that
they contact their Congressmen or Senators to tell them to be sure that they come
in and try to extend the . law that expires December 31 of next year, which will put
the MFA out of business asffar as selling these bonds. Meybe they should contact .
them and say, "Hey, this is one method of buying a home,_Yes) we don't haVe enough
of it, but we do have-Somethihg‘here that we never had before. We don't want this
bill to die.in Deeember of 1983. We want it extended.”" Let their Congressmen..
and their elected officials in Washington know that they need this type of thing,
and they'would like to have them push this through for an extension or at least
do something about extending it so that we don't go out in December of 1983. -Maybe
in 1984 we can come. out with another $250 million or $275 million worth of bonds
that will again put . some people 1nto hou51ng for thelr American dream, as you
pointed out.

But, the fact of the matter is that the problem that was created
here was that there were, as Mr. Kelly pointed out, 7,000‘people approximately
that contacted their office. I don't know how many contacted the DCA, my department.
I don't know how many peopie contacted the various banks that we have in the State
of New Jersey. "I would say somewhere in the neighborhood of 10 thousand, 12 thousand,
or 14 thousand people made'requests for a mortgage of which we could only fund some
3,000 units. Even though we had this big amount ofrmoney, we could only fund some
3,000 units. We had some maybe, as I said, 12 thousand,or 15 thousand interested
in getting a mortgage. There is absolutely no question about the fact that the
people who did not get it .are distiwbed, the are upset, and they are disturbed. I can agree
with that 100%. But;-the fect of the matter is, perhaps when.this is all over,
the MFA, through its staffing, myself, and members of the Board of the MFA can sit'!
down and perhaps come up with some sort of a future method of selecting those people
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who will be getting the mortgages -- whethervit be by raffle or whatever the
method that we try to determine would be a little more fair, if you want to put

it that way. I don't believe,. unless someone points to me -- I don't really
"believe that any mortgage banker or institution is purposely or fraudulently
trying to keep some of the people from getting a mortgage. I don't believe that.
- I think it was a case of where . you may-haVe had a thousand applications and able
to submit, as Mr. Kelly pointed out in his letter to you —-- some institutions o
bnly had 4. or 5 mortgages that they could give out with the money. Some had 40 or
50 maybe. o R

But, the fact of the matter is, I don't think any institution had

enough money to give to the peoplé who really requested a mortgage.  That is where
the problem is. So, the percepﬁion -- yes, I don't think anybody is going to deny
the pérception that something was wrong. Why didn't I get'a mortgage? 'Well, he
got one or the next person got one.‘ That is perception. The actual tracks, of
_‘course, you could probably teaf out with some of: the people who are here when they
talk to you later. Some of the institutions, I understand, are here and can tell
you'how they arrived at how they get the mortgages out.

. _ I think it is unfortunate that we don't have enough.money. I am
certainly pleased, and. let me say that I am very pleased thaﬁ the MFA was able to
sell $225 million worth of bonds. I am pleased that, for the first time, we did
go statewide because in giving $75 million to the construction indusﬁry, you put

"people to work. -The unemployment situation, as you know, is just ds bad, and
“putting people back to work means taxes -- sales tax, income tax -- it means a
lot of things to the State of New Jersey's economy. ‘I think that is a plus:on
the whole program, and I know you had said from the outset, and I certainty want
to .congratulate you that it is not a witch hunt. It is not something that you
are talking with the MFA. It is something that you want to try to correct the
perception as has been given on the outside as far as the public things were .done,
with the money that each institution had. We, of course, being on the other side
of the coin, are not in the position to tell you what they did. We can only say
 that in the future, 'if we have another big bond sale, which we certainly hope we
have -~ if the bond market is available after the first of the year and we get
our new allocation of bonding, that we would certainly like to go to market and
try to get another big bond sale out. If we do, at that point, before we do, we
‘Will probably sit down and discuss various ways of making, awarding the different
people a mortgage. If we can do that, maybe that will take some of the perception
away .

) But, I did want to say before I left that the MFA has been doing
this now for many years, and they have done the same thing this year that they
have done in the past. They have sent 6ut the notices the same as they have in
the past, the cooperationvis the same as it has been in the past, and, of course,

‘it.is something that no' one expected even‘though maybe'we should have in view of
the fact that the economy was the way that it was.- When you are talking about
eleven percent mortgages, as you pointed out, the thirty years is unheard of
today.  Based on that, we had an an over and over and overabundance of applications
for a small amount of money. I think that is really the problem that we have been
faced with here today, and I think that maybe when it is all over, we willvprobably
come up with some sort of method for future sale of how we can be -- as I said
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before, if you want to use ‘the word more "fair" in distributing the mortgages,
then we'll take it up at that point. ‘ ’ . '

But, I want to thank you fellows for. having this hearing, and
having me here. I told you in the beginning that I was here to try‘to cooperate
in everyway possible, and I think you will agree that I have. - You have ﬁhe other
members of the staff here. You have the Executive Director, you have Kurt
Dippold Who is an Assistant Executive Director, and you have Connie Gibson who
is also an Assistant Executive Director and who can answer any question you want
to know about the program and .about the other methods of how the Agency operates.
I am just very pleased to be here and hear some of the guestions that are asked,
and hopefully) we will get to a situation where, in the future, we can at least --
we will never satisfy everybody, but at. least we can let the people know whether
it be by the press -- and that is another thing, you know, you can't really tell
‘twelve or fifteen thousand people individually how you are going about the process,
and that is about what we have to do. We want everybody to know what we are going
to do. »

So, hopefully in the future, when we get another bond sale, we'll
sit down and analyze what happened now and find out what we can do with anything
to alleviate any of the perceptions that may be wrong from the outside because
we, in the MFA -- the staff and myself, the Board members are thefe, as you said
in the very beginning -- and I want to reiterate, to serve the public of our State.
We want to do whatever we can to be sure that that service is done in the proper
manner. We will always do that as long as we are in. office.

Thank you. '

‘ ASSEMBLYMAN ADUBATO: Commissioner, thank you for your statement,
-and thank you for coming. We'll continue the process with the Director.

Does anyone have a question of the Commissioner before he leaves?
No, thank you, Commissioner. - ’

ASSEMBLYMAN KELLY: I want to ask a question now. If I am a lending
institution and I have $10 million in commitments from you or MFA money, how soon
must I close those mortgages and deliver the loan to the Housing Finance? . Thirty
days, sixty days, ninety days or a year? Must those loans be trénsferred to you
immediately?

MR. KELLY: Are you talking now about when you must -- within what
period you must commit your money and within what period you must deliver?

ASSEMBLYMAN KELLY: When must I deliver the loans to you? )

MR. KELLY: - All right. Within the period you have to deliver loans
to us, first, you have to make your commitments to your borrowers: and- then you
have to deliver. All right? The commitment period is ten months, and within that
time, you have to commit all your money, and there is a thirteen month delivery
period. ‘

ASSEMBLYMAN ADUBATO: . I think what the Assemblyman asked is somethlng
that we all want to ask, and I thank him for it. It is the understanding
in your letter dated September 30th, isn't it?

MR. KELLY: There was a letter of September 30th, yes.

ASSEMBLYMAN ADUBATO: Two weeks prior to the applications being
mailed out, two weeks prior to the institutions knowing exactly how much money

they were going to have available, two weeks plus prior to the public understanding,
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which is:my understandingj that you could not get a loan unless you filled our
these applications because the testimony we are going to hear from the people;

" not only at this hearing, but in 1983, when these hearings continue in Essex and
Ocean Counties, is that they were told by the institutions when they applied for
a loan that there were no applications-available, and they would haﬁe‘to come
back on the 18th to fill out an application in order to qualify for that loan.
That. . is the issue. That is the charge. ' That is the induiry.

In looking at these allegations of the public perception and my
perceptionb—4 thatvyou could not get this loan unless ydu~filled out that applica-
~tion. Now, when we get into the commitment process, as Assemblyman Kelly pointed
out v1v1d1y, ‘they had ten months --

MR. KELLY: Not quite, not so. I think the -- _

ASSEMBLYMAN ADUBATO: Then correct me. I want to be corrected.

MR. KELLY: Fine. Assemblyman Kelly -- ‘

. <ASSEMBLYMAN ADUBATO: Give me hell because then that statement; if

it is true, it even appears to be worse than what it might be. '

) MR. KELLY: Assemblyman Kelly, unfortunately, is no relation --
the question was directed more at the period during which the lender ships into
us a completed loan package. There are a number of steps and a time frame, and
I think the Assemblyman would agree that it is certainly a -- what would you say,
- a minimum from the time that you would take an application, make the loan, and

if you were, by any chance, selling that loan to one of the secondary markets,

and got all of‘yeur papers together, what would you guess would be the amount

of time before you were ready to ship that loan to Fannle Mae or anyone else that

is a secondary -- or an investor?

. ASSEMBLYMAN KELLY: Are you addressing me?

MR. KELLY: I'm sorry. Yes, I am. ‘

ASSEMBLYMAN KELLY: I would say two months. About two months.

» MR. KELLY: Two months. Okay, that is the minimum, and normally
the period we give for that delivery of the loan is designed to be completely
adequate. We don't want to -- because the penalty involved in not meeting the
commitment period is the forfeiture of your commitment fee, so the ten months is.
sort of academic. We will accept it obviously in two months, four months or

six months. But, if you go to ten months, we are going to keep your one percent.
Now, the twelve-month period is designed to be an absolute cutoff, and the point
that I am trying to get at is the ten-month -- if you are alluding to the fact
that there were ten months to make loans, under normal conditions we have had
issues and programs that did not go well. If anyone wants some very attractive
thirteen and one-quarter percent money from our bond issue in April, just see me
after the --. So, we have 134%% money -- ‘ . . '

' ASSEMBLYMAN ADUBATO: Director, that is the whole point. I didn't
want to keep the Commissioner; he was very kind to stay as long as he did. And,
I'want to continue this; I want to go for another ten minutes and then break.

. But; that is the whole point.' The whole point was that the Mortgegev
Finance Agency from its inception in 1970 up until 1977, functioned in ‘a certain
way to meet certain needs. And,  then YOu changed to meet the times. ‘I suggest
that what happened with this transaction is that the institutions and the Finance
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Agency, as was stated, did not meet the times, and did not‘change;their~operation.:
‘They operated under the old operation where ybu didn't get rid of your money -- v
where you had time lapse because there wasn't that demand out -there. And, ‘I think
"what has happened here'is obvious. Not to be redundant agaih and‘go over that
whole thing again, I'm not going to do it. '

The fact remains that because of gétting availability of mortgage
money four p01nts under %he market, and with a thirty-year payout, it is obvious
that there was going to be a stampede. It is obvious to the institutions. I'm
sure they knew that they were going to get a stampede,.and it is obvious -that the
people and the confusion -- the confusion that exists is based again on the premise
that the individual could not qualify for a loan. I keep coming back -to that, and
I also refer back' to your letter of September 30th saying to the institutions to
cease taking CommitmentS'oﬁ money that they didn't have, and.to use the MFA applica-
tion. It is that basic, that simple -- we can color it, we can say we need more
monéy. Tﬁat is true. . You can say Congress can do more things. That is trué. It
is all true. It does not, however, I submit, deal with the fact that those monies
were allocated before the applications were in hand in many cases -—- many cases -
many .cases. And, I can say that without any pang of being corrected.

) 4 MR. KELLY: ~Mr. Chairman, you did say earlier -- I think your own
statement was that a lending institution, with its own list of customers, - inde- . e
pendent of MFA -- ' .

ASSEMBLYMAN ADUBATO: . Yes, sir. . O

MR. KELLY: (continuing) - would apparently. follow possibly a
logical method of doing business by'at least taking names. We are notisaying -
and this is again, unknown. to us. You are going to have some'testimony today by
lenders.' I would prefer that any speculatlon of what the lenders did be put off
untll the lenders, themselves, testify. ) )

ASSEMBLYMAN ADUBATO:  Yes, sir. No, that is fair. - That is fair,
but let me inject a very brief; and I'mean brief, letter. I have permiésion to
read the peoples' names and where they live. ‘

. . This is a véry brief letter from a Thomas and Laura Kaufman in
.Morristown: ' ‘

"Dear Assembiyman Adubato:

"I read with. interest your concerns voiced on the recent MFA mortgage
loan program. We are one of the thousands who were unsuccessful applicants, and ’
I have one question and one comment as follows:

"Queétion: Does a relationship exist between those giving the loahs
and thdse receiving the ‘loans? 1Is it blood? Are they co-workers, etc?

' "Comment on what these priorities are. While I think it is good, we
never even received an application! Ms. Logan of Morris County Savings in Septem-
ber kept telling us to call back because they weren't available. (Referring to
the application) - On our last call, she said, "The monéy was all lent out."

"So, unfortunately, we are not related to anyone, and.this would
leave people like us outside again." "Very truly yours," And, then she.makes
some personal comments aboPt what we are doing, but I won't go into that.

’ This is a letter in. simple terms ‘that goes to and connects.every
single communication I‘got that by innuendo, as well as by flat-out statement,

the'peoplé feel that the only way they could have gotten those loans was-that you
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had to be related to»somebody, had to be a good friend of somebody's -- you' see,

or had to have what is known as a "¢onnection." That is the charge. It is a

‘ very serious'charge. That is the allegation.

What these people see is that in September, following'the‘August
press release, August  18th or whatever it was, of the Governor saying that, "We
are going to have these monies available in ‘the near future." And people calling
MFA in Newark and not getting appllcatlons because they couldn t get any from MFA
MFA didn't have them to give. _

MR. KELLY: And couidn't give them.

ASSEMBLYMAN ADUBATO: And couldn't.. Thank you, sir. Then going'to
an 1nst1tut10n ~- now, this person lives in Morrlstown. The institution is in
Morristown. And I say that because I am sad to say to you that some people have-
said to me, off the record, and so I won't use thelr names, but I will certalnly
use»their comments ~-- that, off the record,"why should an institution give a loan
to somebody down in Newark who wants to buy a house up in the suburbs?"

You know what that says to me? First of all, for the record, I have
not .gotten one complaint, I have not heard of one complaint from any source or
any citizen or resident in the'City of Newark. The overwhelming maﬁority of
cqmplaints that we have gotten‘come from people who are.good'people who live in
tﬂe community that the institutions are located. And, having been refused from
those institutions, then proceeded tobgo outside of their community, and they did,
to other institutions when they found out that these other institutions had a
lot more money aliocated to them than the institutions in their own town. And,
the record is almost unanimous that they were told, they were strung along -- I've
got documentation here, Director, that shows people paying fees ~- paying fees to
institutions saying that they were going to commit them a loan without the applica-
tion -- before the application. I've got it documented, and you know something,b
some of these people took the pain and the time to send me certified mail, notarized
letters, which arevlegal documents. Now, when people go to that length, they are
serious; they are very se:ibus. I want you to know how serious this is:

’ I remember sitting in these same chambers in 1976, and I don't mean
to cast any stones, and finding about the inequities that existed for 50 years in
automobile insurance, and some of the lobbyists smurked and laughed and smiled
when I made a commitment, and I said,"I was going to know more about your business
than you do"  to them,. and, "we're going to have an equitable businessvpractice in
New Jersey ih automobile insurance." And, we will. Before this year is out, it
will be completed.. » ' '

' Today, during the course of this hearing, I have seen some smurks
from some people. ' And, I have seen some sarcasm from some people. Not you,
Commissioner, believe me; and not you, Director. I am not talking about'you, believe -
me. But, these people, I have a message for you with.all your smurks and all your
smiles, and your attitude, I call it. Thank you for coming, and I hope you are
laughing when these things are completed in February And, I hope the people are
going to get a fair deal because certalnly while MFA, Director, ‘have changed its
principles in allocating monies, certainly under the times we are living under,

I suggest'very strongly that we also change your practices on the way you give

out these monies. I 'also very. strongly -- I am . going to say it now, "and you'll




hear it again -- that I understand there are some monies left over -- very small
amounts in thé suburban market and the new home market -- several million dollars
in each category ‘that have'not been given out, that are still in MFA. There are
a few million dollars there that you are holdlng onto for some reason?

MR. KELLY: In the new constructlon portion, it is money that has
not as yet probably been cOmmitted because as you know, in new construction, you
have a process that would take almost a year. : ‘

ASSEMBLYMAN ADUBATO. But, you haven't given that out,

) MR.vKELLY:' Yes, there are 300 developers in the new constructlon
category, all of whom have a certain allocation. It,may bé even nothing more than
-two or three or four houses. Again, I have to refer to‘this, if I may.

ASSEMBLYMAN ADUBATO: No, I don't want you to go into -- What I am
saying is that the allocations that are out are out. I'm saying from that $75
million, my information, and I am not going to look in it right now, shows me
-that there is as much asfseveral million dollars left, or $2.5 miilion'tovbe
given out. ‘ ) -
' MR. KELLY:‘ In the new construction category,

ASSEMBLYMAN ADUBATO:  Yes. Is that a fair’statement°
) MR. KELLY: I would guess that it probably is -true because we do
‘not allocate to the very last dollar. o '

‘ASSEMBLYMAN ADUBATO: All right. So, in other words f—

MR. DIPPOLD: " In the new construction category; the‘prQCess we used'
to solicit participants or developers oxr banks was such that we sent out letters
to every builder in the State -and said, "If you want to participate - in the MFA
program, contact your bank, and get -- ' Lo ‘

~ASSEMBLYMAN ADUBATO: Every buJ.lder'>

MR. DIPPOLD: Yes. Okay? We are talking new constructlon only
here. At our Board meeting, when this procedure was gone through, the.comment
* was made, "Well, what happens about the person who owns his own land for some
reason and wants to build a new house ? 1Is he shut out of the program’" The
answer to that was, "Yes." Therefore, we set aside money for that type of
individual who would be shut out because he is not deallng with a developer for-
new construction. That money was set aside and was dealt w1th by the Agency on a
waiting list basis. Okay° So, those funds were substantlally allocated. -I don't
know what the balance is, but that new construction category is substantlally
allocated through that procedure for those kinds of people.

ASSEMBLYMAN ADUBATO: Let me try to understand that again. You are
_saying that if a person owns the land -~ '

MR. KELLY: And is just g01ng to have his own house bullt --

ASSEMBLYMAN ADUBATO: and is’ 901ng to ‘build hlS own house --

MR. KELLY: That. is correct.

'ASSEMBLYMAN ADUBATO: with a private contractor --

*MR. KELLY: = That is correct. .

MR. DIPPOLD: Now, what happens is, again, through our procedure,

that type of individual was shut out. _ ' ‘ . .

' l ASSEMBLYMAN ADUBATO: How would he know about .it?
MR. DIPPOLD: Through our own Agency. ) ]
ASSEMBLYMAN ADUBATO: Wait a minute, wait a minute{—e If he owns
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the. land -~ you are talking about an individual, not a corporatlon -

MR. DIPPOLD: I am talklng about two things. I am talklng about an
individual as well as what I will call a spot builder who' comes into a bank and --

ASSEMBLYMAN ADUBATO: Well that is different. Spot bullders are a
'heck of a lot different than an 1nd1v1dual who owns land and wants to build a
house. v : . '
MR. DIPPOLD: Absolutely. I said I am talking about the builders.

Okay? ' o '

ASSEMBLYMAN KELLY-' But that person wouldn't qualify, so why would you-
put that money away? '

‘MR. DIPPOLD: Which person wouldn t qualify? :

ASSEMBLYMAN KELLY: The person who owns the land and then went out and
built a house would not qualify for this -—

. MR DIPPOLD: He wouldn t have gotten in for the new constructlon funds
under how the program was set up -- why money was -—-

ASSEMBLYMAN KELLY: The Statewide Mortgage Program specifically says
that the person may not own any other real estate at the time of the closing.

MR._DIPPOLD{ That is correct.  There is an exclusion for people who
own their own land, and this comes to a Federal exclusion for -- Well, there is
no exclusion for that. I take that back; that is not a Federal requirement, but
he can't own any other real estate other than the property he is going to build
at the time. Yes, that is true. It must be his principal residence that he ends
up with. o k

MR. KELLY: . Mr. Kellogg is-one of our Directors. It was Mr. Kellogg's
concern that the small bullder, the spot builder, with bulldlng maybe one, two or
three houses a year, or the man owning his own land who maybe wanted to build his
own house, was shut outhof our new construction program, so --

ASSEMBLYMAN ADUBATO: I asked the same question.. How would the individ-
ual who owns his own land and wants to build his house know about it? ’ v

_ MR. DIPPOLD: He would come into an institution and ask for new construc-
tion money, and the institution would say, "Gee, we don't have any. You have to

go through a deyeloper." Okay? At that time, institutions were’instructed‘to
contact the Agency for those'type of loans and funnel them through us.

ASSEMBLYMAN ADUBATO: All.right. Listen, I appreciate this very much,
and I am going to ask your indulgence -~ both of you, because I would really
appreciate it if you can come back after the break. In the meantime, as far as
I know, is there anybody here who has a specific -- besides you -- is there any-
body else here from the public who sent any letters to anyone who wants to testlfy
about anyth1ng° .

Dlrector, would you please move over and let that young lady 51t in your
chair? :

MR. KELLY: >Certainly. _ .

ASSEMBLYMAN ADUBATO: I want to thank you, first of all, Ms. Hacker. It
is 1nterest1ng because you were only one of three people in the district that I
represent who complalned and they all live in Irvington. So, you have two other
neighbors who have also complained in Irvington. V )

Ms. Hacker, what would you like me to do? Would you like to read your

own letter or would you like us to read 1t7 I want you to feel totally comfortable.
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Do you feel comfortable reéding your letter? ‘Why don't you read ‘it to us?  Come
up to thé microphone and reaa your letter. ‘ .‘
EILEEN  HACKER: I'll start. This is a first for me, so bear with me.
'»ASSEMBLYMAN”ADUBATO: Can I back up and say thié? When or how or what
~made you write a letter, as stupid as that may sound? ' ' :

MS. HACKER: . In the Star Ledger, there was a small article which said
that you were investigating - _ T v . o

ASSEMBLYMAN ADUBATO: - Very small article. In fact, the medié hid it
very good.  In spite of iﬁ, we got a lot of inguiries. They didn't think it was
that important. ‘ ‘ v ‘ . '

MS. HACKER: (continuing) And, I read that and I was very, very pleased
that someone was investigating it because I had so many questioﬁs, and that is
when I wrote to you. ) ) '

ASSEMBLYMAN ADUBATO: Now, have I ever'metvyou before?‘

MS. HACKER: No. -

ASSEMBLYMAN ADUBATO& ‘Have I ever spoken to you befdre.today?

MS. HACKER: On the telephone. '

ASSEMBLYMAN ADUBATO: On the telephone.

MS. HACKER: Yes. . .

ASSEMBLYMAN ADUBATO: We are not related, ére we?

MS. HACKER: ©No, not at all. v ‘ v

ASSEMBLYMAN ADUBATO: I don't even know if you are a Demdérat'or a
Republican. '

MS. HACKER: Independent.

ASSEMBLYMAN ADUBATO: Independent. Well, I never ‘ask, but thank you
very much for coming down to Trenton today. Would you please read your letter?

MS. HACKER: Surely. This is dated October 27, ‘and is. addressed to
Aésemblymah Michaei Adubato. The subjéct is "Inquiry into Distribution of MFA
Funds." ' »

"Dear Mr. Adubato: :

"Thank you for your quick response to the avalanche of questions regard-
ing the disbursal of MFA funds to first-time'buyers, urban areas, and new home
construction. What seemed like the answer to many families' prayers has turned
into a nightmare. . . .

"As a potential first-time buyer (at the age of 'blank') I would like
to relate my recent experience. After reading in the Newark Star Ledgér that
money would be available in October to Qualifying families, we rushed to a-real
estate office and in one week éelegted a home, signed a chtractrwith the seller,
and had it approved by both attorneys.. In order to be within the limits of the
pnamdlhxf rates and have the contract legally acceptable, all contracts were
written up as follows: ﬁp to 14-3/4%, 3 points to be paid by buyer to lending
institutipn. (All this activity under the guise of having a fair chance in the
new mortgage money.) _The'next step was a Mr. Jay Carldon, field representaﬁive.
for City Federal Mortgage Department, visited the real estate office, McMahon &
' Somers in Union, on the evening of October 14 and proceeded to take financial
information on a standard mortgage application form from myself'and two other
families, all the while assuring us a 98% guarantee that we would receiVe the

funds. The financial ihformationvwaé to be transposed to MFA forms as of Monday,
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October 18, 1982, Mr. Carldon stated that the only risk would be a delaYed

closing, such as six to eight months away, for then the funds would be exhausted.

"Needless to say, a fiasco followed. Mr. Carldon and City Federal were
never heard from again) along with my financial disclosure, until it was returned
in this morning's mail, with nary a note to explain what happened. My calls to
City Federal on Monday, October 18 were answered with a curt, "Sorry, all the
money is gone." Mr. Carldon's response to guestions was, "The money went to k
commitments that were made in July and August, mostly FHA and VA"

. I am sure many hopeful buyers are as dismayed as we are with the tactics
displayed by the lending institutions. At this point, we are in the position of
having a contract that was amended to 11% with no points to appear (actually two
were required of the buyer), which is of no value as applications are not being
accepted. Our options at this point are few -- either renegotiate at the present
rate, which brings the monthly payments up to an ﬁnrealistic, migraine-producing
level, or forego our dreams. It is simple and disheartening. ’

"Thank you for listening to my plight. I applaud your efforts to get
to the bottom of this situation and would appreciate hearing from you on this
matter. There is more at stake than 1400 home buyers =-- the integrity of our
lending institutions has been gquestioned!

Signed, Eileen Hacker" '

; I live in Irﬁington. My question is: Will it ever be documented for

the public where the money went? I would like to know for myself because I don't
know of anyone who got a loan at 11%. ©Now, I see in the paper constantly, for
new home buyers, 11% is available. But, for someone in my position’ who never owned
a home, who was really a novice at this—— I didn't know what I was doing when I
went to the real estate office. I had to have them guide me. And, they did.
They were very kind and very helpful. They didn't seem to know much about what
was going on., They knew about VA and FHA and the procedures there, but they did
not know what to do with MFA. It was something that was totally new.

How do we know that this was appropriated as he would have it appropriated?
How do I know that the lending insitution didn't give it to Joe's brother? I
would really like to know. )

ASSEMBLYMAN ADUBATO: Or his uncle.

MS. HACKER: Or his uncle. I deal with City Federal, and I have my
accounts there. Xt was- a double blow. ‘

ASSEMBLYMAN ADUBATO: That is my first question.

MS. HACKER: Yes, I do. »

ASSEMBLYMAN ADUBATO: I don't think it is- relevant, by the way --

_ MS. HACKER: No, it bshou.ldn't be.

ASSEMBLYMAN ADUBATO: My first question: Do you do business with City
Federal?

MS. HACKER: Yes. .

. ASSEMBLYMAN ADUBATO: How long have you done business with City Federal?

MS. HACKER: For the past five years.

ASSEMBLYMAN ADUBATO:  Five years.

'MS. HACKER:  Yes.

ASSEMBLYMAN ADUBATO: Director, do you have any comments to make on this
young lady's -- I don't want to put you under to gun with anything, because I think
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the institution should be here.

MR. KELLY: Well; certainly --

ASSEMBLYMAN ADUBATO: I don't know if they are. Is City Federal here?
Is anybody here from City Federal? Going once. . L , v

City Federal was one of the largest participants in’ this program,

. weren't they? o ‘

MR. KELLY: Yes, by --

ASSEMBLYMAN ADUBATO: By large and far, City Federal is one of the
largest participants ‘in this program. 2And, _1t is obvious that they refused the
kind invitation of this Committee to come here. Now, I'll ask again;:maybe,you
‘can't hear me. - Is anybody out there from City Federal? Anybody in the halcony?
No one .in the hall? '

How much did City Federal get, Assemblyman Kosco°

ASSEMBLYMAN KOSCO: A total of $8.3 million. ) ]

:ASSEMBLYMAN ADUBATO: $8.3 million-.total, one of the'largest, if not
the largest, damned close. to it. Would you say it is in the top 5%, 10%?

. ASSEMBLYMAN KOSCO: I think it is the fourth largest.

ASSEMBLYMAN ADUBATO: Fourth or fifth, third largest entity? You know,
the good people who are here -- it is like the minister in church. You go to
--church or to the synagogue, and they tell you that you have to go . to church, so
forgive me. I thank you all for being here to begin with, and I'll say it again --
Thank you for coming here, even if it is just to be abused. Thank you for ooming
here. ‘ _ v - v
' ASSEMBLYMAN KOSCO: -Is there going to be a way that: we' can answer this
lady's question? -How can we -- ; ‘ ' ’ :

‘ MR. KELLY: I certainly eﬁpect thevChairman to‘see_to that the way he
vis, I think, indicating, because while we have few lenders here today, I --
' ' 'ASSEMBLYMAN ADUBATO: This was an invitation, by the way "It was not -
a subpoena. Let's make that for the record. : ‘
~ MR. KELLY: I understand that. v

ASSEMBLYMAN ADUBATO: There was not any insistence; there was not an
investigation. It is still not an investigation. It is an inquiry into very
serious allegations that go beyond -- beyond-this issue. ’

As this youngvlady has stated, and I concur, and 1t may sound corney
to some people -- there is more at stake than 1400 home buyers. The integrity of
our lending institutions has been questioned! That is serious, very serious. .
What . is more important in the free enterprise system than our financial institu-
tions? Free of government control free of over-bureaucracy and'over ~regulation,
free to operate in trying to functlon in a true, competitive. market that we all
believe in. What is more 1mportant to us? Nothing! ~And, 1t behooves ‘the people
in the institutionsu So, open their eyes and not walt to be called before a publlc
hearing. That is the cry. We picked up this challenge, not by desire, not by
exposure, because the issue itself is the exposure, but because if not us on thlS
Committee, who? I challenge you, the people here today, to tell me. Who° Who
was going to make -the inquiry? Who was ‘going to ask the question? Or should
people just walk away and 1ose confldence , even more than they have in the

credlblllty of government, of free enterprise, whlch to -some people means that
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you have a right to "screw" people? . And, continue that kind of ‘an attitqde?

I promise you,thét you will have the information no matter what it takes.
I .promise yod that every institution that got one cent is going to be asked to
disclose, and they'have,—they will, to this Committee, évery dollar that went
to every person. That is a promise that I make publicly to you. And, if there
is anything in there, and if tﬁere are any ‘factual things that maybe would iead
people to not only suspéct,‘but believe, aé -~ It is obvious that many people
do -- that you had to have ‘a connection to get. a loan. We will find out;‘and‘if
it is true, then the iﬁquiry-will be turned QVer to ﬁhose people who do investiga-
tions --'the proper people. We are not those people. This is a hearing, and
based on cooperation and‘sharing of information, we'll determine what happens '’
beyond the hearing. o ‘ . o v

T want yoﬁ to know that we are having'another hearing in Essex County
and we are having 6ne in Ocean County after the first of the year. I think I
asked you not even to come down to Trenton today, and I am surprised that you
came. I told everyone else, "Please don't come.”™ That was on the phone.‘ But,

I am glad that'i have had the opporfunity to meet you. ' ‘

I don't want to ask any of the institutions that are here tospeak for
City Federal or whoever it was unless they want to. If any member of any institu-
" tion is here and would like to comment, I would appreciate your comment. ‘You are
ffee to do sd.. I'm not ésking you to involve yourself with another institution,
but if you have a logical -- if you can help us understand what happened, I
promise I am not going to ride anybody. (no response) That is fair, i certainiy
wouldn't get up either after she read that letter. ‘

Yes, sir? , :

MR. KELLY: Mr. Chairman, I would like to clarify one point that
Ms. Hacker raised, and it is understandably confusing to her. There are ads in
the real estate sections of the papers over the weekends which do mention the
availability 6f 11% money. This is the new construction portion. - These are all
developments,‘and those developers received small amounts of money. There were
three hundred developers and $75 million, and if you do maybe a little quick
arithmetic, that may mean like $250,000 for each one. )

ASSEMBLYMAN ADUBATQ: Yes, but Mr. Kelly, isn't it fair to say that _
because of the new change in policy and who was getting the money, there has been
a lot of confusion on many people's part of how to go through the process of .
getting that money? ' '

" MR. KELLY: That would be an understandable cénfusion. If I missed
that -- ‘ ' ’
) ASSEMBLYMAN ADUBATO: All right. So, isn't it fair to say that when
you are talking about the newspaper, you're being helpful, believe me. When
you talk about newspaper adVertisementé over the weekend and 11% mortgage, those
monies have already'béen allocated to the developer. Are these monies passed
through someone else, or does the developer get that money directly? Who wants
to answer that? ‘ ' :
' MR. KELLY: He gets it, in a sense, through a lender. The lender is
~allocated money for the developer. The d?veloper can't get money directly from
us. i

"ASSEMBLYMAN ADUBATO: Right. So, in othe; words, whatever money he gets,
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is passed through an 1nst1tution. Is that a fair' statement°

MR. KELLY: That-is right, but it is earmarked for that developer.

ASSEMBLYMAN ADUBATO. Yes,;they can't use ‘it “for anything else.

MR. KELLY: The lender,canit‘use it for anything else. o :

ASSEMBLYMAN ADUBATO: That is what I am saying. So that means that
that developer is selling those. homes at that 11%, us1ng that as the vehicle.

MR. XELLY: That is right. . ‘ .

. ASSEMBLYMAN ADUBATO: So, if someone today feels shut out, with some
justification, I wouldisay, that if they are interested in buYing a specific
home in a specific area, they could still get 11%.. The only thing-.is that they
have to buy that house from that developer -~ the new house.

MR. KELLY: Since there are three hundred developers, you certainly
have a choice of what developer and what town and what price range.

. ASSEMBLYMAN ADUBATO: Right, I agreée. Let me ask you something else,l
and I shouldn't ask you this. I should ask the institutions, but I'll spin. it
off. Are the fees consistent or can the institution charge different, various
fees for applicatlon processing and -so. forth and so on w1th these applications°

MR. KELLY: They cannot charge an inconsistent fee for 'an MFA applica-
tion and their. own non-MFA. They can't suddenly decide that is is five ——»

» ASSEMBLYMAN ADUBATO: So, in other words, because they are giving out
11% mortgage, they can't charge a person $2,000 as opposed to $250. i
MR. 'KELLY: They already have to justify their fees to us, consistent

with what -- ' ' v »

ASSEMBLYMAN ADUBATO: = How about a mortgage bank? ; ‘ o

MR. KELLY: -They are bound by the same rules. » ’

ASSEMBLYMAN ADUBATO. “All rlght. How about ——‘ )

MR.‘ KELLY: - By the way, I might mention that our permiss:.ble origination
-fee is $300, plus --

ASSEMBLYMAN ADUBATO: OKay.. Is that non-refundable? »

MR. KELLY:  No, that is a fee when and if they deliver the mortgage.
What is -- - o _ ’ ‘
ASSEMBLYMAN ADUBATO: What .about the non—refuﬁdable fees?

MR, KELLY: That is the commitment fee to get a commitment for the

money, not to’ “disburse the money to a borrower. . }

ASSEMBLYMAN ADUBATO: So, in other words,‘if scmeone goes to an insti-
tution and puts in an application, and they have‘a non-refundable fee'application -

MR. KELLY: I am not aware that any part of the origination fee, other
than what is out of pocket. 1If you have an appraisal done, and you are paying the
aPpréiser - B ‘ N ' » L :
ASSEMBLYMAN ADUBATO:‘ I'm not talking about an appraiser, I'm talking
. spec1f1cally about non refundable application fees. i :

MR. KELLY: If any part of that =-

ASSEMBLYMAN ADUBATO: And, I shouldn't go"through this with you. I
apologize, but I'll be happy to share it with you, and maybe I can learn more from
some of the people here. ‘

MR. KELLY: I appreciate that. ‘I am aware of the general process, but
a lender could tell me whether any portion of an origination fee, exclusive of

~our $300, is non—refundable ~- whether or not it is out'of pocket or they can't
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refund it. . :
ASSEMBLYMAN ADUBATO: Your fee is refundable. Do you demand that this
be refunded if they don't get the loan? = ' _ :
MR. KELLY: I think now we are talking about two separdte fees. Let me
make it clear. v : ' o .

‘ ASSEMBLYMAN ADUBATO: We are talking about . two different fees. The
primary thing I am talking about is an application by an individual to a bank
for a mortgage. . ‘ ' ) ' .

JMR, KELLY: And your question is, is any part of that not refﬁnded?
ASSEMBLYMAN ADUBATO: To find out if they are gualified. ' Okay?
MR. KELLY: Yes, and if any part of that is non-refundable? 1Is that
your Question? : . ' o .
» ASSEMBLYMAN ADUBATO: I'm saying in your transactions. I'malready making
a statement that there are institutions, I am told,; that do mnot refund fees'—-.applica_
tion fees. _ o ’ _ ‘
MR. KELLY: - Just for the privilege of putting in an application fee, not
for any particular ekpense; Again,'I come back to the appraisal fee. I need some
help from Assemblyman -- : . -
ASSEMBLYMAN ADUBATO: No,'no, no, I apologize'for the second time. I
shouldn't be talking to you about this. ’ ‘
MR. KELLY: Okay, fine. I'll -- _ ;
kASSEMBLYMAN ADUBATO:‘ You have, again -- and Eileen, we are going to
break for a half hour, and we are going to come back.
I don't know, in fairness to the people who have been so patient in
being here‘since ten o'clock -- I have a list of people who- are in the room, but
I don't know if'they'are going to testify. Do the people who gave me that list
‘ want.to'speak?, Terrific. Gee, I am giad to hear that because I was told that
eVeryone just wantsltovsit here and listen. Great.

‘ What we will do ié we will come back here at 1:30, and we will end this
public hearing by five o'clock -- no later than five'o'clock,'and wé will finiSh,
Director, again, with your testimony if you will be kind enough to come back, and
when you have compieted_your testimony,bwé will go right dowﬁ that list. .

, We will deal with any prepared statements that you have. Please have a
copy -- if you are going to make a prepared statement; give it to us and we will
make copies for yoﬁ if'you don't have copies with you, so we can have your pre-.
pared statement. If it is not a prepared statement, it is okay. But, if you do
have a prepared statement, we would like to have copies. Thank YOﬁ. '

(LUNCH BREAK)

ASSEMBLYMAN ADUBATO: - Thank you, DirectorbKelly, for coming back. ‘Again,
I appreciate youf-patience. s )

I would like to start the afternoon session of this public hearing looking
into the allegations_ofvfairnesé and distribution of these funds to the public by
sharing, for the record, a letter -- another letter from a different part of the
State. Copies of this létter were forwarded to Assemblyman Kavanaugh, Assemblyman
Smith and Senatof Ewihé.

This is a photostatic copy of a letter sent to Allstate Mortgage Company,
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122 Route 173, West Clinton, New Jersey. It is addressed to the attention of.
Edwin H. Brinton. ‘Is‘Mr' Brinton here by any chance? Is anyone from Allstate
vMortgage Company here by any chance?  (no response) . )

Okay. “For the record, let it be noted that these institutions were
‘invited to come here today.

v "Dear Mr. Brinton:

"This is to' confirm the events which have transpired between my wife
and myself and Allstate Mortgage Company relative to our attempts to obtain an
eleven percent MFA mortgage for first-time home buyers from YOur institution.

On October 11, 1982, we signed avcontract for the purpose of the above property.
Either on that date or the following date, we contacted you relative to obtain-
ing possible MFA financing. You informed us that such financing was available,
and that you would meet with us Thursday night, October 14th in order to take
an application.-- on Thursday night, October 1l4th to take that application.”

I said that three times now becausé I think it is very important that
we keep in mind the other dates that we spoke about. -

(continuing: letter)

"On Tuesday afternoon, October 1l2th, you_contacted'us.and explained
that you were not allowed to take applications until the close of the business
- day on October 15th." o '

I am going to repeat that sentence -- "On Tuesday, October 12th, you
" contacted us and explained that you were not allowed to take applications until
the close of the business day on October 15th," which Director Kelly has -stated
~is the day that the applications were mailed to the lending institutions.

(continuing letter)

"Accordingly, our appointment was reschedﬁled for Saturday morning,
October 16th. .On Thursday, the l4th, you again contacted us and said you were
not allowed to take applications until Monday morning; the lSth Accordingly,
our appOintment -was rescheduled for that: time.

"On Sunday evening, October 17, at 7 P.M., you called me at my home
and explained that all of the money that was allotted to Allstate Mortgage had
been used up. The only applications beiné taken by Allstate would be on a

standby basis. I expressed to you that I could not see how this would happen
-since you had‘explained to us that applications could not be taken until Monday-
morning, the 18th. . You told me that you did not know what caused the monies to
be used up. You understood that the monies were allotted to individuals who had
previously filed'applications for conventional mortgages, which applications
were rolled over to MFA applications.: - .

-"On Tuesday, the 19th, you contacted me to set up an appointment to file
a. standby application. You explained to me that you misunderstood what your
company had told you. The monies were not used up. All applications for mort-
gages were being taken on a standby basis -- all applications

"I attempted.to elicit from you an answer as to how dec151ons would be"
made as to whom the mortgages would go or as to when the commitments would be made.
You stated that you did not have any knowledge as to these facts. I subsequently
contacted you on or about October 26, attempting to arrange a meeting fof the
- purpose of filling out a standby application. You stated to me at thismtime that
your company was not even taking, in fact, any applications. They had not made a

38



de01s1on as to how they would disperse their MFA funds, but as soon as you found
out, you would contact me since my wife and I were first ‘on your list.
; "It is now November 2, 1982. I have still not received a credible
‘answer.. I would appreciate the courtesy of the same in the next five days "
This is a letter to the President of Queen City Savings and Loan-
‘ Assoc1atlon in Plainfield. Is there anyone here for Queen City Savings:* and
Loan? (no response) - No -one here from Queen C1ty Savings and Loan. ‘
‘ * Their Mr. O'Keefe -~'thlS is from an attorney to the Pre51dent of this-
bank who represents an appllcant who was denied appllcatlon, so to speak-
"Dear Mr. O'Keefe: ’ ‘ '
"Please .be advised that I represent. John and. Deborah (so forth) who
" recently have applied for a mortgage with your 1nst1tut10n .on Monday, October 25,
-1982. . My clients appeared in your Mortgage Department to obtain one of the new
MFA‘mortgagesvfor first-time homé buyers.  Mr. and Mrs. (name left out) were
quallfled to obtain such a mortgage since they were, in fact, first-time home
buyers. They were told by your mortgage officer, Mr. Lawrence, that the bank had
$1.2 million worth of MFA funding avallable for flrst-tlme home buyers, and the<
- bank would take applications the next mornlng.
"The following morning my c¢lients appeared at your bank. The bank took

©osix mortgage appllcatlons and advised the balance of the 1nd1v1duals attempting

to obtain such f1nanc1ng, including. my clients, that all remaining funds had been

used ‘up. The six mortgage applications which were taken could not have resulted
in more than $500 000 worth of financing.

"When my cllents ‘asked Mr. Lawrence as to the dlspos1tlon of the other
monies, they were advised that applications were taken prlorito Monday morning,
and that this money was committed to those individuals who put in the earlier
applications. They were told that this procedure was approved by the MFA."

' MR. KELLY: Which we know is not true from our bulletin of September 30.
- ASSEMBLYMAN ADUBATO: Absolutely, Mr. Kelly. That is why I am reading
this letter. Thank you for interrupting me at that point; and interrupt me at
any time. : - ' ' ’ '

(continuing letter) .

. "My clients contacted the MFA and were advised that, to the contrary,
this was not an acceptable procedure." o

So, your people are: on the ball Mr. Kelly.

(contlnulng letter)

"No applicatlons were to be taken prior to Monday mornlng, the 18th.
These prior applications were violative of the spirit of the MFA Act, and resulted )
in an equitable and preferential distribution of such money. As a result, eligible, .
prospective mortgagors who appeared at your bank in accordance with the procedure
as set forth by the MFA, were denied funding. . :

"I am not sure whether you are aware of the problems which have resulted
from the‘actions of your institution or as to what remedy you plan on taking ‘
However, I am sure" you are aware that if the same is not satisfactorily resolved,
my cllents may be’ forced to pursue their legal remedles.

"I appre01ate your contactlng me relative to the points ralsed in this
letter." o

By the way, Assemblyman Kosco points out that the’$l.2>million figure
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is incorrect. They received $2.121 million. 'Of course, $1.2 million was for
Vthe statewide homeskand $721,600 was £or the new. construction. ‘The .$1.2 million,
asfapplied in this letter, but for clarification, they got more than $1.2 million.

Mr. Kelly, do you think that that is a pretty accurate'understandingvof
what the MFA had asked the institutions to do since you have said here since these
people -- and I have other letters that I am not going to read at this time -~
but that thread that goes through all.the'letters is the:same, andithat is that
on October'lB ‘the MFA set down a policy decision that stated, in fact, that no
mortgage money was to be processed without the MFA application being used. ' That
is the issue that brings.us together today. It is not whether or not we need
more money. Of course, we would like to have more money. ‘

The issue is 51mple, it is basic.. As was stated by a preVious indiVid—
ual. that came down to share with us her plight, her letter states that -- you _
know, this goes to the credibility. -~ I'll use that word. She used. “integrity
I call it credibility and integrity of the ‘institutions that are dOing ‘a good
serVice, by the .way, a very good‘serVice‘to the people by having the availability
of these institﬁtions‘across the State to6 make a much smaller'profit than the .
normal institutions I 'am talking about,than they would have in other tranSactionsk
’and to:service some good customers.. That is all good; there is nothing negative
_about that. - What is negative is the fact that applications, it is obvious to ‘me,
that the allegations bear some truth -~ that there was not fairness in the dis-
tribution of these monies. )

If anyone wants to help us‘after Director Kelly gets finished with his
statement. -- arnid, I want to thank you again for allowing us to'keep you here and
go back and forth -- but, I would defer to my colleagues if they have questions
about these letters or what they think about what has. happened so far today.
| ~ ASSEMBLYMAN KELLY: I just want to get one thing straight. The lender,
when he closes the loan, he turns the loan over to the Mortgage Finance Company.
Correct? ‘
" MR. KELLY: Yes. .
ASSEMBLYMAN KELLY- What does he retain? Does he get service for that?
Does he get paid for that? Two points, one point, a half of a point? What does
hé retain? v ’ k ) ]

MR. KELLY: What does he retain in terms of funds?

ASSEMBLYMAN KELLY: kYeS.

MR. KELLY: All right. r _

) ASSEMBLYMAN KELLY: What does he get paid? is,there any pay to him
for services at all?. o -
k MR. KELLY: What does hekget paid for servicing the mortgage?

ASSEMBLYMAN KELLY: * Yes. ' ‘ : S

MR. KELLY: He gets’ three eighths of one percent to 'service the mortgage
if he is an eligible seller. i . } _
ASSEMBLYMAN KELLY: Okay. Now, if he is not an eligible seller, he sells
to you -~ » ' ' ‘ : ' '

MR. KELLY: Eligible servicer -- seller/servicer. , ,

ASSEMBLYMAN KELLY: If he is not. an eligible servicer, then he remits .
‘the mortgages to you. ‘ :

MR. KELLY: That is right.



ASSEMBLYMAN KELLY: What does he get for closingrthat‘particular loan?
MR. KELLY: He winds up with the $300 origination fee, plus —- -
'ASSEMBLYMAN KELLY: He retains that?
MR. KELLY: He retains that, plus a fee for a prompt délivery of that
loan. We .would like to have‘thét loan in within 45 days, so we will give him a
half of _one percent . of the loan, plus the $300. Let's say a $60,000 loan --
he'll wind up with $600, $300 for his fee, one-haif of -one percent of the
$60,000 loan. ' " o -
ASSEMBLYMAN KELLY: Okay, he gets a half of a point, you are telling me.
MR. KELLY: Call it a half a point. ) ‘
ASSEMBLYMAN KELLY: How about the .mortgage bankers?  What were they
getting? If theyfclose a million dollars in loans, do they ge£ the Same thiné?
MR. KELLY: Exactly the same. » ‘
ASSEMBLYMAN KELLY: $300, plus a half a point?
MR. KELLY: Exactly, no distinction between £he'1enders. v
- ASSEMBLYMAN KELLY: The same with any large bank that would turn over
a-million dollars.in loans to you immediately, they would get that'half‘a point?”
MR. KELLY: Exactly, exactly. » o
:ASSEMBLYMAN KELLY: Thank you.
. ASSEMBLYMAN ADUBATO: Let me try and clarify that. I didn't want to
get ‘into that, but being that Assemblyman Keliy did, I want to take advantage
of the opportunlty to .ask you somethlng else that I should be asking other peoplef
here. i
» If a mbrtgage banker is dealing with a large developér, or a large
commercial bank is. dealing wifh a large developer, and they provide construction
.money, not for permanent financing -- construction money -- isn't it a fact that
by having the vehicle to supply the permanent fihancing,'they can charge anything
‘they want for construction money? They can charge all Ehe poihts they want, they
. can charge any interest rate they want. If the market is able to take it, and
aésuming that they are going to now turn over that construction money into that
low-cost permanent. financing, and the cost of the developer that he paid, you see =--
I'm not saying there is collusion there now, Mr. Kelly. I am not saying there is’
any connection. What I am saying is that from the construction money sténdpoint
though, they can charge until the final money is there -- the complete package
of permanent financing,is in place.  They can charge all the points they want,
whatever the traffic will bear. - And, that one state turned this over and rolled
over the permanent financing, and they are limited to that half of a point, they,
~in effect, aren't paying anything. Neither is the developer. They put that in
the cost of construction of the home and to profit..
. I don't want you to respond because it does not really have anything to
do with MFA. :
) MR. KELLY: No, I am getting the drift of your remark, and I am not sure-
that 1t is anything that we have control over.
ASSEMBLYMAN ADUBATO: Oh, no, I know you don't have control over it.
I absolutely, emphatically state that you don't have control over it, and I am
not accusing anybody of_anything unethical or immoeral. I am not saying thét what
they are doing is bad.-- no value judgment. I am just saying that it appears that

when you have the power of an 11% permanent financing as a bank, or a mortgage
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bank‘or‘a commercial bank,. you are dealing with a,large developer. I am not
‘talking about the small tracks ——'a,large-deveIOQer. " And, you are,providingb
construction financing, not permanent, which they do, right? That the attractive-:
ness of that situation brought about in the rollover to deal with that institution:~=:
you know, people have track records, and some large 1nstltutlons deal with the
same developers over and over and over again. What I am saying is, there.is
nowhere that it should be recorded, nor is it required to be recorded, how much
they pay for. those constructlon monies. o . ; i

MR. KELLY: Mr} Chairman, Bob Sonzoni is our Chief Mortage Officer, and
that is all he deals with -- mortgages, everyday. He has kindly come up here with
a copy of one of our egreements. I would like to have him point out -—'b
»ASSEMBLYMAN ADUBATO: Bob, would you please bring that up here for a

minute? : ‘
MR. SONZONI: (from audience) ' Sure.
ASSEMBLYMAN ADUBATO: Can we have copies? . v )
‘ MR, SONZONI: -I have a couple of copies, Assemblyman, but I don't have
that many. . i L . ' ' o

, ASSEMBLYMAN ADUBATO: That is all right. All we need is one or two.
ROBERT SONZONI: It is a‘certification that we require by the lender
Vregardind‘the fees and charges that he will charge if he is the construction lender.

We anticipated that problem. .
- ASSEMBLYMAN ADUBATO:» Ckay, but this has nothing to do with conétruction
-costs of financing. v
MR. SONZONI: I would llke to direct your attentlon to the back of thls,
okay, sir, ahdrthe afflrmatlon by the seller, which the seller under our program
is the eonstruction'lender. B ' . v _

o ASSEMBLYMAN ADUBATO: Okay. For the record, the affirmation states,
further -- I'll only read this one sentence because I think that is what is
important. "If the seller is the construction lender for the project described
in Section 3, seller affirms that the‘developer/builder or builder. has paid no
more than the usual and reasonable fees and charges connected with such construc-
tion financing.' ) '

I guess that is?aboﬁt‘as tight as you can get for your purposes, but,
it certainly is debatable:what is reasonable and, you know -- it certainly ‘is
debatable -- it doesn't. I mean, I am not condemning'this. I am saying that
this ‘is as tight as you can'get. , '

MR. KELLY: We cannot police every part of the transaotion so that is --

) ASSEMBLYMAN ADUBATO: No, but it doesn't prevent anyone from charging
ten points on construction money s .

MR. KELLY: ' Again, if ‘that is not normally considered to be reasonable
and acceptable, I presume that that == ) o

ASSEMBLYMAN ADUBATO: 'Except that they can't get the constructlon money
anyplace, which they,coﬁldn't get, then any cost is. not prohibitive --

MR.. KELLY: Well, I guess that is true. :

ASSEMBLYMAN ADUBATO: And that is the current of the»times because this
document makes sense if things are reasonable and rational. This does;not deal
with the unavailability of money: This does not -- and I am not knocking‘this -

what i am saying is that it is plausible that because of supply and demand, which
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is the way we function in our country, that people would be willing to pay what
we might consider exorbitant points or interest rates to get money when they
can't get it anywhere. That is all. And, I'want to end that right there.

I don't want to cause any problems and drift beyond this here except
to say that that is something we Will all continue on in the near future.

MR. KELLY: May I Jjust make one remark on that?

ASSEMBLYMAN ADUBATO: Yes, sir. .

MR. KELLY: We did not, in our documents, try to reinvent the wheel. -
‘We. have uSed documents and paraphrased them and copied them exactly in some cases
from Fannie Mae, Freddie Mac and other institutions that deal with --

ASSEMBLYMAN ADUBATO: Director Kelly, there is nothing that I find at
fault with your document, for the record. Will you please pick up your state-
ment? ‘ ' v

MR. KELLY: Fine. All right, I think much of this may be redundant

- now because we have gone over it, but I'll quickly glance. at it.

We have been talking about the fact that when the program began --
I'm going back to -- I'm sorry. Again, I think we have gone over this. If I
may jﬁst - without‘taking’anymore time on what haa been gone through -- I will
Jjust scan this. Again, most of this has been touched on.

ASSEMBLYMAN ADUBATO: Mr. Kelly, let me ask you this agaln. I would
accept the fact that we have been allowed to go back and forth, and I will accept

_that -your statement -- : R

MR. KELLY: If you wish, by the way, I was going to say I will tead it;
no question about that. - ' ’

ASSEMBLYMAN ADUBATO: No, no, no, it is up to you. If you feel ‘it is
pertinent to some things that we didn't say or haven't been brought out, please
read it. 1If not,II'll accept your statement as was given verbally here. You
don't have to leave that prepared as an official document because that would be
totally unfair to you. We have been going back and forth, and I don't want that
documented into the record. Okay? Let's go by what we've said and what we've
discussed. That is important. That is our official document.

I would ask your opinion though, based on sohe of the information that
I think you may have heard for the first time,; and based on that information,
while it is not certainly a total picture of all the institutions, I would like:
to know your impression if you think it is fair to say -- based on what you said
before and based on these letters -- that one, MFA --:and also reverting back to.
your letter of September 30 -- after, that came after, because on the 27th, YOu
knew what the institutions were going to get. The 24th was their deadline, on
the 27th you knew, and on the 30th, you suspect they were giving out money on
other applications or commitments. And, that is why.you wrote that letter, to
tell them to cease. Is that a fair statement?

MR. KELLY: Yes, that is an accurate statement.

~ . ASSEMBLYMAN ADUBATO: Okay. Thank you, Mr. Kelly. I have nothing more
to ask. Would you like to add -=
' MR. KELLY: No. . g : ;

ASSEMBLYMAN ADUBATO: Director, I want you to know how proud we are that

you are there, and how cooperative you have been. I feel very comfortable in ‘

knowing that you are the Director there, and I think that the people should feel
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that way too. I-really do. . , ‘ 4 ‘

' v MR. KELLY: Thank'you, again, verh much. May I just say. that I think

the inquiry has been condUcted very fairly and without any preconceived ideas, )
certainly, as far as the Agency's performance is concerned, I would like to. say )
that I am, as a citizen, not as a Director of the Agency, just as disturbed as

you are about any type of misuse.of our funds. I -have to believe and. want to
believe that what was done may be the exceptlon rather than the rule. )

During the course of the lunch break, I stopped and talked to one
gentleman here in the room. If he wishes to make his presence. known and make
the same statement, we will leave it to him. His institution did not- make a
loan until November 1 when they had satisfied themselves about all the rules,v
" regulations and forms. o _ )

Some of the letters that did come to my attention, over which we had
no control, since it was after the fact, were veryvdisturbing;—f very disturbing,
and I would llke to see myself some explanation by the institutions involved
and their side of the story. On the face of what we " know, the first glance is
very difficult to tolerate But, agaln, I want to thank you very much for this
opportunlty I, myself, and the Agency are at your disposal for the other. hearlngs,
and until we satisfy ydur concerns. )

Thank you agaipn, both yourself Assemblyman - Kosco, and Assemblyman Kelly.

ASSEMBLYMAN ADUBATO: I want to invite’ you to our St Patrick's Day '
party, by the way, with a name like Kelly. ‘ S .

MR. KELLY: I'll accept rlght now.

ASSEMBLYMAN ADUBATO: Good. . o

We have a list here, and I am not sure - Okay, some people have
changed their mind. Maybe it is because, quite frankly, in fairness to everyone,
that somebody felt they would be repetitious. I can understand that, and I
appreciate that. Maybe things have already been said that they wanted to say.

I have a prepared statement:from the Vice President and mortgage
officer from Morris County Savings Bank -= a Mr. Jerry Smith. Mr. Smith, would
you please -~ it is a very brief:statement, and I haven't read it yet, Mr, Smith,
quite frankly. I wanted to read it along with~you; I donft want. to have thevedge
on you; I want to read it along with you. But, thank you .for coming down,: Mr. .
Smith. ' : o ,
JERRY F. S MIT H: Thank yOukfor the opportunity to come down. Do you
want me to just go ahead and read the statement? ) '

The Morris County Savings Bank participated in the MFA, SMP, and I
assume I can use that terminology. - It has been fairly explained at this point --"
Program to the extent of $1,500,000, of which $750,000 was allocated to urban-
eligible nelghborhoods and $750,000 to first- -time home purchasers The bank
subséribed for $2, 000,000 ($750,000 for urban =-eligible nelghborhoods and

$1,250,000 for first-time home purchasers), however, the commltted amount was ¢
reduced to $1,500, 000. ) )

From the time of the flrst announcement of thls program by the media, the
bank was deluged with phone ‘and in-person inquiries as to the details of the
program. During the three-day period of,October»lB, 19 and 20, there were 410
phone inquiries alone about SMP-1. At no time did the Morris County Savings

Bank keep any list for purposes of reserving funds.. Prospective.applicants were .
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. told £hat funds would be giVen on a first—come,'first~served basis; and the bank
followed that pOlle strictly.

Approximately thirty appllcants were waltlng in the Mortgage Orlglna—
_tion reception area when we received the applications and forms from the MFA
on Tuesday, October 19, 1982, at approximately 2:00 p.m. From 2:00 p.m. to
5:00 p.m. on that day, seven applicants were gqualified to the extent of $428,000.
Others took applicatioh fornis ‘home to complete them. On Wednesday, October 20,
1982, from 8:30 a.m. to 10:00 a.m., seven additional applicants were qualified
to the extent of $326,000, and at that‘point, we had‘used up all of our‘allocation'
- for SsMP-1 funds. It was a total of $754,000.

Thus'far, five applicants have been qualified for $218,000 in the urban-
. eligible neighborhoods, and we have $532,000 still available for this part of ..
the program.

Of the 19 appllcants, only 4 have a depositor relatlonshlp with the
bank, which further illustrates the impartiality of our participation in this
program.

' ASSEMBLYMAN ADUBATO: I guess we can say, "thank you" very clearly for
re- establlshlng the integrity and credibility of the suspicion of some of your‘
brothers. I can't add anythlng to this statement except that I think we are all
too ready to ralse our voices and be negative about ‘things .that we should: be

]ust as ready .to raise our voices and be positive when we have those opportunltles.

I want to commend your institution, the offices ;n your 1nst1tut10n,
and I have never met you to my knowledge.

MR. SMITH: = No, sir.

ASSEMBLYMAN ADUBATO: And, I don't think I have ever. spoken. to you
to my knowledge before today. '

MR. SMITH: No, sir. )

ASSEMBLYMAN ADUBATO: Why did you come down?

MR. SMITH: I felt, because of some of the dispersions that were
being cast upon the industry} that they were a bit unfair, and being that we
‘were involved with it, and I felt that anything we did was stictly above board,
and I am not afraid to say so. '

ASSEMBLYMAN ADUBATO:. That is a good reason for coming down, the best
reason I can think of.

Who is the President of your institution?

MR. SMITH:  Mr. Harold J. Paterson.

ASSEMBLYMAN ADUBATO: Harold J. Paterson?

MR. SMITH: Yes, sir. ' o

ASSEMBLYMAN ADUBATO: Would you please paés along to Mr. Paterson the
attitude of this Committee? . ‘ '

MR. SMITH: He is in attendance at this moment.

ASSEMBLYMAN ADUBATO: Really, where is he?' Mf. Paterson, thank you
for sharing this information with us. We appreciate it and respect it'very much. -
‘We all appreciate you taking the time to come down here today.

MR. PATERSON: (from. audience) We were happy to do that. o

ASSEMBLYMAN ADUBATO: And, I wish next time that we can give you a lot
more money. . '

MR. PATERSON: We hope so too.
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ASSEMBLYMAN ADUBATO: I want you to know that you've got my vote.

Are there any questions from the Committee members? Is there anything that you

would like to add?

MR. SMITH: Not really.

ASSEMBLYMAN ADUBATO:  Have you ever been to Trenton before?

MR. SMITH: I have been to Trenton, but not in this position obviously.

v ASSEMBLYMAN ADUBATO: Okay. Thank you again very, very much for

coming down. = I appreciate it, and you, too, Mr. Paterson, thank you, sir.

I guess we never would have heard from Mr. Smith or Mr. Paterson if
we didn't have these hearings, so already, we are’ahead of the game -- and also
Mr. Kelly. ) »

Again, let me say this: Being human doesn't mean that you are dishonest;
being human means that we all make mistakes. That is what being human is. I
certainly don't want myself to be under a magnifying glass every day because there
are many things, I am sure, that my children would like to see me do better. But,
that is being human. And, the whole idea here is that because we are human, and
if we are making these mistakes, if we can openly discuss them and maybe come up
with a better way for the next $304 million next year that is left, then we won't

have to have a public hearing. All our screams and:all our yells and all our

+ shouting will be directed at Congress as it should be -- that more money put into

the marketplace here in New Jersey, and to direct our attentions to the real
problem that none of us, I don't.think, has an answer or a solution to. But, I
think we have a better chance if we are working together, and instead of being
divisive -- and that is the purpose of this hearing -- no other purpose.

I hope I am not -- help me on this -- is Mr. William Sharp here please?

MR. SHARP: (from audience) Yes, sir.

ASSEMBLYMAN ADUBATO: . Sir, would you please =--

MR. SHARP: (from audience) May I introduce Sandra Rink?

ASSEMBLYMAN ADUBATO: Absolutely: Sandra is also here. Mr. Sharp is
the Chief Executive Officer of the Lenape State Bank in Woodbury, and Sandra Rink is
the Mortgage Officer of that same institution.

‘Thank you for taking the time to come down here today.

WILLIAM S H AR P: Thank you, Mr. Chairman. I don't really have any
prepared remarks because I didn't really have an idea of what this hearing or
'inquiry was- about until I got here this morning. I do havé,some thoughts, however.
I agree with Mr. Smith. When this program was first made available to our bank,

my first response was, "Well, I don't think that I want to get involved in it."

The reason for that was, I perceived that as interest rates were declining, there
would be less funds available for more people. I do the investing for the bank,
and I am familiar with how complex it is to pull together a bond issue at a point
in time.

At the time that MFA started to pull this bond issue together, rates

" began to plummet. I had heard it would go out for 13%, and I made some judgments

of my own that it would be 12.5%, and as it got closer and closer to the date of
the settlement or the date of the bond issue really, it went out at 11%, much to
everyone's surprise. We were looking at 12% and 12.5%, and that is a little

marginal in my opinion for the funds that would be available. At 13.5%, it would
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have been a non-event. So, there is a fortuitous circumstance involved insofar
as that real reduction in rate. —

Our bank is a small, community bank. In fact, you have got 20% of
the lending officers here, and, I think, about 12% of the staff. However, one
of the guiding policies of our bank is to seek funds from wherever they are.
available and bring them into the community. We make Fannie Mae loans, we make
Fannie Mae direct acquisition rehab, we do Section VIII rehab, we do SBA loans,
we are involved with UDAG's, and a considerable amount of Section VIII Assistant
15-Year Multi-Family rehabs. That is Sandy, myself and another person or two.

The»real decision was made abouf three days before the first training
session. I suppose it was Sandy. I was on vacation at that time, and I called
Sandy at the office and said, "Sandy, get that memo off my desk. You had best P
get up there." The theory there was that any funds that I can bring intd my ‘
community from whatever source, I'm certainly going to do. L

) Ms. Rink has certainly done a super job, but we did percelve that there
would be more people seeking these funds than are available. We did set up a i
system of priority. Of course, after the press and the real estaté people got :
ahold of it, we set a policy at our bank that since there would be this demand
problem, the scarcity of funds, that we wanted to. be absolutely certain that the
first-come, first-served was really the issue, and that would be our procedure.
We did that. In fact, I might ask Sandy to lay out the procedure that she did.
In fact, it was only a week ago that I even knew as Chief Executive Officer what
the names were. It wasn't discussed at staff meetings, and it wasn't discussed
at Board meetings. We didn't care who. Whoever came in saying, "I would like to
apply for that money," whether they banked with us or not, it was made available
to them. , ‘ , i

Sandy, I don't know whether you want to go over the procedure or not. ’
Would you like to hear that, Mr. Chairman?

' ASSEMBLYMAN ADUBATO: Absolutely.
SANDRA R I N K: We were aware of the fact fhat we wefe not able to enter-
tain or accept an application until at least October 18 when we received our
commitment from the MFA. We did receive it on the 18th, and at that point, we
could have accepted applications if, in fact, we had them.  Unfortunately, they
did not arrive at the same time.

Inquiries‘that had been made prior to October 18, either in person
or over the phone, all we could do was tell them that we could not accept any
application until October 18 and it would be handled on a first-come, first-served
basis at that time, and we told them to please come back or call back on the 18th
or after. '

When the 18th camé and we had our commitment, we could accept appliéa—
tions. - Our hands were tied because we had no applications to give out.' They,
in fact, arrived on Thursday, the 21st, so we had a lag time in there with a lot
of anxious customers who did what we told them to do =-- come back, first-come,
first-served on or after the 18th. At that point, we resorted to a waiting list
because the people were eligible to apply at that time.

" Beginning October 18, we started a list of people who were ready to
come in as soon as we had the right form. We received the forms on Thursday, the

twenty-first, and spent Thursday reviewing them with our staff so that they under-
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stood the procedure and how to use the forms and the documents --— familiarize
themselves with the forms. We spent Friday,Caliing all the people who had come

in as they did come in or as they did call,vand:scheduling appointments on a
first-come, first-served basis. ' . SR i

) We did not have our first appointment, nor accept out first applica-

‘ tion until Monday, the 25th;, due to the fact that we had such  a walt for our
applications. from the MFA our first appllcatlons were accepted on the 25th.

' Inqulrles from October 18 through November 1 have’ applied’ for mort—
gages with us to date, and at that p01nt, we had appllcatlons to fill the commlt—‘
ment we had been “issued. We have a few, I mlght add, people who have inquired

_about the. program since November 1, 'which we ‘have on a llSt, and in the event
that we have a declined appllcatlon or a withdrawn appllcatlon and some - amount
of funds may become avallable, we can call in the next person that 1nqu1red.

That was what we felt to be the equltable and fair way. to make sure that people

were served as they -inquired. : L S

ASSEMBLYMAN ADUBATO:kVSo} is it safe, Mr. Sharp and Sandra, that.the
public being made aware by media, that. you were‘supposed to have those'applicaf
tions on the 18th, and being told --. you khow, we are all victims of this. I
read something in the paper and more or less, I believe ‘it. I'm not saying that
everythlng in the paper is accurate or it isn 't, but I would tend to belleve
that most thlngs that are reported, espec1a11y dates or thlngs like that ‘=-
and I am sure that the newspaper was reporting accurately what  was the 1ntent
of having them out. But, in that kind of charéed—up atmosphere; where people
were scrambling and then coming to your. 1nst1tutlon on the 18th and saylng,"What
do 'you mean, you don't have the - applications? I read it in the newspaper.
1t certainly might make people suspect that somethlng wasn't kosher,’ to use that
expression. » , '

MR. . SHARP: We are. down in Gloucester County, and ‘that is not an

unusual thing for mail to be delayed and to be late. We are out in a smaller .
community calléd West Deptford Township, so == v :

' ASSEMBLYMAN ADUBATQO: Do you believe it or not? I am familiar with
the area._' B v o o
MR. SHARP: -Good.' So, it is ‘not unusuai to have a very good'lag in
mail or UPS service. We certainly are not the most densely’populated portion in
_ the State. o B ‘

: The thing that I really wanted to say is that insofar as mortgage
funds to be avallable in the State of New Jersey, I-think this is a good use of

“the authorities of the State, and I think that the MFA has certainly used all of
the procedures and tools that’ they have ‘available to prov1de thlsvmoney.- I.would
not like to see'programs like this end, neither would I like to see the lenders,’
small community-banks like myself . shy away from'these'programs by virtue of the
fact that it gets to be a very. trylng event. -- that there is over- regulatlon, too

‘ much inspection or 1ntrospectlon. : k .

’ As I said, I, myself, said, "Shall I or shall I not do thls7" ‘Out‘of

the 236 State, 1ndependent banks, only 20 applled - only 20, and I -= ;,"v ' :

ASSEMBLYMAN ADUBATO: Why is that?

MR. SHARP: There are several reasons. "Number one, they are under—'
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. staffed and under—trained. They are not familiar with the secondary:markets,
nor do they want to' take the time to make their staff available for training.
They may be under-staffed. ) '

Sandra is a young mortgage officer, and she has been with the bank for
seven years. - She has accépted the chailenge of ‘secondary markets. She has )
accepted the challenge in the community to léarn these new things. I havé»acéepted'
that and my Board of Directors has since the industry is changing. Please change
with it. So, we look through everything to see how to bring new funds into our
community to help it grow, because the gathering of deposits is about over at a -
fair rate. There is no growth in the banking éystem as you well know, so we must
look to the secondary market's sophisticated lending procedures,vand it is difficult.

I think the main reason that I came is to tell you that we have done our
very, Very>best at Lenape Bank, and I think my -peer banks, a few of them that I
know are on the list, have done that too. .And, I think.to ask you to not cause
other banks to deny these opportunities to provide these funds because it can
happen. ’ ' .
ASSEMBLYMAN ADUBATO: I am glad yod brought this up, Mr. Sharp. Let me.
ciarify something. First of all, I have no suspicion about your intent because
.what I am going to say might appear that way, and I don't. I appreciate and respect
your honesty very mﬁch, and your guts for saying, "Hey, you can have too many
regulations and‘they are really bombing us out, and to hell with you. We are just
not going to do anything anymore." )

That is .a rational pbint of view, believe it or not, in my opinion. How-
ever, this is not related to what you said, but it was more or less sent back to
me to lay off, in a way that was threatening, in saying. that, "Well, the institu-
tions aren't going to carry the money anymore. If we can't do what we want, how
we want, then damn it, we are not going to take ahymore money."

Let me tell you something, Mr. Sharp. I don't want to play with fire,
and I don't want to test that, but that attitude isn't going to change me or this
Committee into finding out if people did their utmost under the circumstances --
their utmost under the circumstances -- to be fair, in spite.of the fact that it
might have been literally impossible for some to follow the strict letter of the
gﬁidelines. That is all I am-concerned about. I am not concerned about admon-
ishing people just to admonish them. I am not concerneéd about institutions that
are‘trying, and there are new circumstances involved, and  some institutions have
never been involved: in this area at all. I welcome their involVement, and I
certainly don't want to be the cause of diséouraging that involvement. I can
respect that statement very much, just like I respect the statement of the
insurance industry that says, "Hey, we can't stay in business in the private
sector if we can't turn a profit. We can't stay; there is no way we can stay in’
business." . And, I have no problem with that except that when they use that to
threaten to leave New Jersey and not deal with the inequity in the situation or
in the system, then I say better you should leave -- better you shouldvleave.v Now,
that is not directed at you, so hélp me, or you, Sandra, so helpvme. )

' ‘ I just want you to get ‘a broader picture of some of the things that we
have had to confront with some people who believe as we do in free enterprise and

the right to function and operate their institution as long as it is being done
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honorably and nonestly as ‘the effort to eduity and fairnessf iThat is all -- the
effort -- the effort. That is what this hearing is all about.

MR SHARP: . Mr. Chalrman, in no way did I suggest that. you lay off In
fact, I welcome this 1nqu1ry. I have taken time from -my 1nst1tutlon t6 come up
here only to say .that these issues and these methods of f1nanc1ng are very 1mpor-
tant and that we should consider the contlnuatlon of these programs.

Your inquiry into the fairness and: equity is one that I think" is justlfled
and if I didn't, I wouldn' t be here. I wanted to say these thlngs. 1f there  are

~abuses, please let's not lose ‘sight of the’ availability of those funds.through the'
tax consequences in the .IRS laws. We need that money in the. State of New Jersey.

ASSEMBLYMAN ADUBATO: How much money did you- apply forsln the dlfferent
areas? Do y0u know? o ) - o ' ‘v ) ’ ’

o ' " MR. SHARP: We applled for $3 mllllon. It was a ~- -

ASSEMBLYMAN ADUBATO: How was 1t broken down?-

MR. SHARP: We applied in -- 'no urban, because there are no urban areas.
close to us -- - ‘ '

ASSEMBLYMAN ADUBATO: We will be glad to share theturbankareas with you.

I love the. urban area, and I.think that is what we ought to do. -- give'nore urban
areas. . . ) . ,
- MR. SHARP: As a matter of fact,:Mr. Chairman, we serve the urban areas.
ASSEMBLYMAN ADUBATO: I am only teasing. = ' v

MR. SHARP: There are some blighted areas that we do serve with HUD money.
ASSEMBLYMAN ADUBATO- Although,kI do love the urban areas, that is true. .
MR. SHARP: We do, serve that with other programs that we have. StateWide‘
we applled ‘for $1.874 mllllon, and. we: recelved $300, 000., : ) ' -

ASSEMBLYMAN ADUBATO: Wait ‘a minute. ' You applied for how much?

MR. SHARP: The total we appliedbfor was $3 m;lllon,broken down- as
follows:v Statewide we applied for $1.874 million, and we received $300,000. - In
new construction, votér's loans, we applied. for $1.126 million, and we got
$559 thousand. . ‘ '

ASSEMBLYMAN ADUBATO: = In new construction.

MR. SHARP: Yes. L : .

ASSEMBLYMAN ADUBATO: In statewide yon got $300,000 from $1.874 million.

‘MR. SHARP: Yesj sir. i i ' . : ’ . P

ASSEMBLYMAN ADUBATO: Let me ask .you a question. Have you ever dealt
with the "Agency before this? ’ » N - ‘

' MR. SHARP: We did a few mod programs -- not ‘too ——d

MS. RINK: Home 1mprovements., . ]

v 'MR. SHARP: Home 1mprovement -- what was that called7 The Mod Program
I mean? We have the'Health Program, which 1s under part of the Mortgage Finance
Agency. - We ‘have been 1nvolved in that, and we have done a few of the -- '

) ASSEMBLYMAN ADUBATO. What I am trying to get at, Mr. Sharp,'ls ‘that this
is'really the first time --. _ ‘ . ’
o MR. SHARP: The flrst time ‘out. L § : » ‘
» ASSEMBLYMAN ADUBATO: Good. Okay, good so there really wasn't that .
- much of a track record. s ' ’
MR. SHARP: ' Insofar as our bank is concerned ~- .
ASSEMBLYMAN ADUBATO: Dealing with MFA, that is what I meant.

50



MR. SHARP: We're in a learning mood, and I like thébprograms.

ASSEMBLYMAN ADUBATO: Okay. . ' '

MR. SHARP: I have had a lot of experience with --

ASSEMBLYMAN ADUBATO: The thing I am getting at is the criteria that
MFA used to disbdrse their funds was based on many things. One of those things,
I would éssume, and Mr. Kelly is here, would be their track record in dealing
with institutions. ' o ‘ _
Mr. Kelly, can you jﬁst nod your head to me? Is that a fair statement?
MR. KELLY: v(froﬁ audience) Yes, I was looking for the actual criteria -
ASSEMBLYMAN ADUBATO: No, no, that is okay, but that is one of the
criteria? : v " :

MR. KELLY: One of the criteria would certainly be -- ;

ASSEMBLYMAN ADUBATO: I juét want it to go on record, Mr. Kelly,'atAthis
meeting,saying that I like their track record as short as it is, and certainly,
" these are the kind of people -- and that I am probably right in most of the
institutions that try to deal with the haste).the:demandj and the confusion to
' the best of their ability. I am sure that is correct, that most of the institu-
tions overwhelmingly did that. It is my opinion. That is not to say that we:
don't have an obligation to make it élearer the next time and make it easier for
them and easier to transadét that business. I also, quite frankly, unfortunately,
must say this early on, that I think theré are some institutions that leave a lot
to be desired in the way people were strung along.

MR. SHARP: It appears so.

ASSEMBLYMAN ADUBATO: I have to Say to you, Mr. Sharp, through you and

Sandra and the people here, that at the conclusion of these hearings -- there will
be two more ~- and primarily, whoever is here is invited to come back, and whoever
is not here, let them know about it, whatever --. but primarily we are going to be

hearing from people who have had problems. .

I have, again, notarized statements, letters, certified mail -- very
serious charges in my opinion about the way. people were handled. I wanted today
to be an opportunity for the 86 institutions to come here. To say I am disappointed
is an understatement.‘Tb say I am disappointed by the people who did not come, I say
that it kind of surprises me a little bit. I hope it is not because they did not
give a damn about public erception. I hope it is not because they think that we.
are here just to ride them or criticize them. I hope that is not why they didn't
come. ’

We are here, again, simply looking into allegations that are serious,

;n trying to undo whatever damage has been done, legitimately dohe, or by mis-
conception and misperception by these hearings to the credibility of the institu-
tions more than anything else. ‘I think it is unfortunate that they are not here
to speak their mind like you just did.

See, I can understand your language very clearly. We communicate very
clearly. The last thing we want to do -- the last fhing -- is to make the system
more difficultlto function, but that does not mean that we cannot make it function
a lot smoother, maybe with less bureaucracy,  not more. But, when you say. something,
damn it, you have got to live up to it. I am not blaming anybody. I am just
saying that we have got to erkvtogethef, it is‘obvious to me -- to come up with

a cleaner situtation if it is humanly possible and maybe with that‘money market
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changlng the way it did —- now, that is a ‘hell of a good excuse. You know, not
knowing what they were going to come out at, ‘and maybe it might be better to say
to people when you know you are going to float the issue -- that we.are going to
have maybe temporary appllcatlons there, and.- assumlng that the mortgages comé
under this limit as the young lady said before that she signed -- that if it was
fourteen -and a quarter percent on- there, with so many points -- nothlng above
that. But based on that klnd of a situation, she would ‘be. ellglble arid she was
in llne even w1thout the MFA mortgage application: ‘ _

. I have no problem with that.as long as’ everyone has the same shot out
of the box. That is the problem, not whether you use an MFA. mortgage or you don't
use an MFA mortgage appllcatlon. The problem is people want the same shot out
of the box. That is why, you see, w1th all your efforts, you did as good as' you
could.‘ You did a good job. Under the c1rcumstances, I thlnk you did:an excellent
v MR. SHARP: Any reasonable institution makihg the decisions on'a scarce
'kitem would have approached it the same way. Now, the question'of the application
_or the non-application -- the fact of the matter is that when you have to deal with'
a scarce product, and you know it is going to be scarce, you have to-be evén more
fair. And, we did everything. that we could in ourfinstitution‘to be fairibecause
the last thing I need in my communlty is a charge of Lmaﬁuiy and unfalrness. We
are heie to serve the public. ' _

We have never prlced this out. You know, $300 000; with all the handllng

we are -going to have to do in the bank, we are not g01ng to make absolutely any
money. We have never. discussed price lent. )

' ASSEMBLYMAN ADUBATO: T believe that. « » _

MR. SHARP: I:-don't even care if we make money if we have ‘a customer'

with an ll%‘mortgage. If there are three customers and one gets it, it is better
~than all three not getting it. That is the main intent of my attendance here. It
is to say, "better one than none." The fairness really resides w1th1n the institu-~

tion, and this inquiry may ferret out something that really was grossly 1nequ1table."

I favor that too because we went to. the effort to come up with these major funds
" for our communlty at the expense of the bank, I believe. That is why we are here.
These funds and these programs are important, and I thank you, Mr. Chalrman, for

letting us come here. And, I thank you for this 1nqu1ry.
‘ ASSEMBLYMAN ADUBATO: I'll let that close with that. statement.

Before we close-down, is there anyone else here from the- 1nst1tut10ns
that would like to say anything about anything? A1° I don't mean’ to put you on
the spot. 1Is there anythlng you would like to.say, Al° Okay.

a Al, will you please tell us who you are? o :

A L‘ GRIFFITH: Yes, my name is Al Griffith, and I am the -Secretary and.

_ Government Relations Director for the New Jersey Bankers Association. We were
aware of this hearing' I know that Assemblyman Adubato indicated the problem and
indicated the ‘need for such- an. 1nqu1ry on the Assembly floor, and we were very
anxious to solicit 1nput ‘from the commerc1al banking communlty, and partlcularly,
and probably more important. than anythlng, try to work with the 1nqu1ry to find
out exactly how the Association, which’ represents all the commercial banks in the
;State, can be helpful.’

-Bill Sharp, other than being a fine community banker, is also the Chairman
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of our mortgage committee, so whatever recommeéndations perhaps we can pass on
through our mortgage committee of our Association, we will try to do.

It is unfortunate -- I know that it is a very scarce product -- the
Hkyear mortgage " loan itself, nonetheless at 11%. I know that it appears from
what I have seéen and heard that there were some situations where the rule as,

‘what I have read, by the 30th of September bulletin of MFA, there appears to be
cases from even the letters that we heard today where perhaps that spirit was )
violated. It seems as though more testlmony from the public w1ll probably bear
out some other specific examples maybe where there was variance from that letter,
and it w1ll probably make good sense when this has all been said and done to
perhaps devise an even clearer system that tells everybody far and front -end
specifically and exactly what should be done -- maybe a lottery method or what-
‘ever it might be.- There has to be something that clearly makes sure in the public
mind that the institutions are deaiing with the members- of the public in a fair
manner. ‘ . ‘ .

" We are a private business. I think the people in our business feel that
they also have a public obligation, particularly when you are interacting with an '
agehcy which is somewhat considered to be a goverhmental agency.

. So, Assemblymen, we support what you are trying to do here, and we stand
ready to try to help you and to‘help make known to our members whatever changes
“in direction might be neceséary in the fhture activities like this.

We also feel strongly that this type of program is an excellent program
that we hope-will‘eontinue in the future years. I thank you.

ASSEMBLYMAN ‘ADUBATQ: I want to thank you for allowing me to call you
bforward. "I want to direct to Director Kelly and the people who are left here, for
the record, that. this chair and this Committee want to compliment, as well the '

Department of the MFA, the people, the Commissioner and Director, as well as the
Governor, quite frankly, for broadening the scope and the impact to those middle—
class people who, unfortunately, are left out in many programs, and in broadening
it in those different areas to help the economy, as was pointed out by the
Commissioner. I think because of the negative impact of some of these transactions,
we lose sight of all that overabundance of good that is coming from this program.
I sure as heck don't want to do that. That is not what we are about, and I admit
that we are too edsy to just come out and jump at the negatives. 2And, it is true.
However, I would hope that any media coverage of this hearing would not, while I
would like to see it focus on the fact that there were serious allegations and
even accusations specifically of some people who -~ it is obvious to me -- were
not treated fairly. 1I'll say that unequivocably based just‘on the documentation
we.have gotten already. '

That does not dismiss the other institutions that have been here testi-
fying and how they, in spite of that, really dealt with equity and really dealt
on a first-come, first-servec. basis. ‘I don't have an answer except to say that
this Committee will meet again two more times. I would ask whatever media is
here, and I know there is some media here -- I can't tell them what to write or
what to say, but I would hope that they would give us a free advertisement that
says to the people of this State --"We are making our inquiry, it is continiiing,
we need your help, we would like you to share with us data and information of how

you were treated, not only if you were refused on the 18th, but if you, in fact,
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went to an institution and feel you were treated falrly, I would like to.hear
it." I want to know about it because I haven't heard anyone say that to me yet.
i have heard it from the’ 1nst1tutlons, and I know that sounds like poetry, but
if there are people out there, an overabundance who have been mistreated because
of that 15th and then_the'lBth cutoff date -- and I think that is going to be the
majority of the inquiries we are going'to‘get, in ‘my opinion, that'the‘institutions
. should have followed Mr. Sharp's, Mr. Smith's and Mr.'Paterson's institution more
- than they did their own based on what I have seen. / '

It is obvious from these two institutions that in spite of all the. .
problems in dealing and the nuances of gettlng 1nvolved in a new: program -- with
all that, there were still, even though it was small amounts of money. - that even
made it more seriousyto be fair -~ more serlous.' I want to commend them both, v
publlcly, and I submit that, if they could do it falrly and equltably, every other :
'1nst1tutlon had the same obligation to do 1t fairly and ‘equitably. That is all.

I am g01ng to go beyond that. I am not trying to chase any’ 1nst1tutlons
'away, and I am not looking to stop any mortgage commltments or prevent any commit-
ments.‘ I said that to Mr. Kelly the flrst day I spoke to him on the phone. I ‘
said, "I want you to know that --" 1In fact, for the record, I will state that I‘
had this public hearing put back =- put back -- because I did not want to influence
any people in the financial market if we could in getting them to bale out, if
that was possible and so forth -~ that negatlve attitude with the transactlons.

I decided to put it back to thlS date. It was Stlll fresh enough but was beyond
‘any problems happening»with'that money:. L

' The only thing, for the record, I would also say, and I made the statement

 before, and I 11 make it again. --" any monles that are left, and I know that.we may
‘vhave some dlsagreement on this == any - monles that are left in' the Mortgage Finance’
Agency that have not been allocated, I want to look into. When we talked about
those spot developers -- I am very curious about that area. I want to knowkhow
that functions'.and how that works, or the 1nd1v1dual home owner .who has got a plece
of land there -- I want to 1ook 1nto that ~-=and, any monies that.are there that '
have not-been allocated statewide, because, again, Mr. Kelly, I have been told

that there are a' couple of a million dollars there in the statewide -~ not the

new homes development -- statew1de money. I- don't know 1f that is true or not.

; MR. KELLY: It is not.true apparently. The monies that you .are talking /
about were allocated to the extent of '$75 mllllon.‘ Now, if there are any‘contin—.
'gency funds' in there that were put in, I am not aware of it myself If they were
'put in by a lender who may have thought, "I Gould really use a mllllon'dollars,‘
but ‘I'm going to put in for a million, and if I only use $75d thousand, I can
~turn it back to them. ’ ' o |

ASSEMBLYMAN ADUBATO.\ Mr Kelly, how much money do we, have == you see,

I see the differential there is in the new constructlon and the statewide. We -
‘show $73 mllllon in statewide, $73 million in new constructlon, whlch 1eads me
‘to believe, according to these records, that we have $2 million left.

. MR. KELLY: (from audience) What are these figures? i

ASSEMBLYMAN ADUBATO: They are from the allocation. It says, "(a) . A
statewide allocatlon $2 mllllon retalned for future allocatlon.ﬁ .

- MR. KELLY: ~ Just one moment there. " Connie Glbson 1s slgnallng to me,

but she handles our special projects, our prOJects_that are in partlcular towns.
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She may have an ekplanation'for that.

‘ MS. GIBSON: (from audience) The $2 million that is reserved under oﬁr-
program is because we allowed each lending institution a latitpde of having a
$10 thousand overage. It is difficult when you are making a lot ofvloans to have
that_come out exactly to the penny, and so we allowed each lending institution
'the latitude of going over their commitment by $10 thousand. If every lender did
that, we would have to have the money avallable, and that is what that $2 mllllon
reserve is for. , o : o
ASSEMBLYMAN ADUBATOi So, you allowed that $10 million of the total
application: Is that it? )

‘MS. GIBSON: $10 thousand.

ASSEMBLYMAN ADUBATO: You mean $10 ‘thousand? : ‘

MS. GIBSON: - Each lending institution has in its contract wifh us .that
they can exceed their allocation by'$10'£housand - for‘éood>reesons. Their total‘
amount of mortgages cemes up to on just $10 ‘thousand -- more than their allocations.

ASSEMBLYMAN ADUBATO: Let. me get this straight. I am a little confused,
so maybe you can help me. You-are saying $10 thousand is put into reserve for
each institution. Is that a fair statement? ‘ _ A

MS. GIBSON: " $2 million is held in reserve by the Agency should any

ylending institution need to go over his allocation by $10 thousand. o

. ASSEMBLYMAN ADUBATO: Well, I am not too good at math, but I understood
that. there were only 68 institutions that got money -- or 86. ‘I'm sorry, 86.
Now, I don't know. What does that come to? Does that -come to $2 million or does
that come to $860,000? ' ' ’

MS. GIBSON: - That comes to $860,000. ,

ASSEMBLYMAN ADUBATO: What do you do with the rest of the money?

MS. GIBSON. That is held in reserve for Federallprojects as Mr. Kelly
mentioned that when we have (inaudible) relationships with the munc1c1pa11t1es_
or- —-=

ASSEMBLYMAN ADUBATO: No, he didn't mention it, and please, I apologize,
but I don't need anymore explanation. I'll get it in writihg; Thank you. That
"is not satisfactory to me. I don't accept that response. . It is not accurate,
and it is nof fair. You made a flat-out statement, and then you rejected your
own statement. You told me you gave out $10 thousand in reserve -- tha£ you
held out $10 thousand for each institufion if they had an overage, and you said
that was the $2 million. Now you are telling me it is not. There is something
else involved:. Well, may be we need more time to look at the $2 million.

The important thing, Mr. Kelly, is -- how much money do you have left
for the allocations from this year? Do you have anything left to sell more bonds?

MR. KELLY: (from aﬁdience) Oh, all right. That is another (inaudible)
We have approximately $25 million. ‘

ASSEMBLYMAN ADUBATO: From your total $304 million?

MR. KELLY: 'Ex'actly. ’ v

ASSEMBLYMAN ADUBATO: What are you going to do with the '$25 million,

Mr. Kelly? ‘ . o

MR. KELLY: To begih with; our time frame fight now, from this point to
the end of the year, is a very impractical t1me frame of the bond issue.

ASSEMBLYMAN ADUBATO: ' Well, do we use that? What happens to that money
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if we don't use it?. |
) MR. KELLY: It will be lost. ‘ - o ,
‘ASSEMBLYMAN ADUBATO:.. Well, I submlt ‘that you should sell it. I submit
that»that $25 milllon»should be out on the street tomorrow, )
'~ MR. KELLY: It is pratically impossible to have it out on the street.
ASSEMBLYMAN ADUBATO: Well, why wasn't the $25 million included in the
total allocatlon now? " Why was the $25 mllllon not lncluded in thlS ‘bond. 1ssue°
MR.. KELLY: Because the bond market at that p01nt indicated. that we went
to the maximum.v‘This,bond issue of ours, by the way, was the second largest,ever
sold in the United States. It was the largest with $250 million. We sold
$239‘milli0n. ‘At that point, it was not apparent that we had -this problem; I
‘think we have gone through that all along -- that an additional'$34fmillion was
not necessary. : EEE ’ . . o v ' o
- 'Now, let me explain. The State of New Jersey is a small state,.but it
has many requirements. nght now, ‘we have been asked to have a spec1al 1ssue for
Atlantlc Clty, which has special problems, as you know, . due’ to casino” gambllng
and the housing. It seems we cannot do that. We have already told Atlantlc Clty
that it is not g01ng to be practlcal to do"a bond .issue. They are only looklng
~at $15 million. ‘ R . ’ .
: The polnt I am maklng is. that we are well aware of the allocation total,
and 1t wasn 't that we willfully de01ded that, "hey, - we are g01ng to waste that."
We couldn t do it at. the- tlme we did it on October" 7, and now, ‘if you are saylng
to us that that money should not be unused,  certainly we‘will accept your direction.
Another point that is g01ng to be ralsed in a moment through Kurt Dlppold -
I'll come to it. ‘We understand It is plaln arithmetic that we still have “about '
$25,million'still unusedv I thlnk what ‘I:.can say ‘is that we will make every effort
tolusevit. We will do what you want.us :to do. i .
ASSEMBLYMAN ADUBATO-v Mr. Kelly, I don't. want to be unfalr to you, and
as we are gettlng down to shuttlng down, I was unaware until this very second that
we had $25 million unallocated . ) '
MR, KELLY-‘ That was not from lack of candor. Earlier -- o .
ASSEMBLYMAN ADUBATO: No, I am not ‘blaming you-for anything. I am just
saylng that I was not aware, . after listening to all this testimony,fthat we have
got to write Congress, and we need more money. The program is going to end next
year. We are going. to have another $304 million allocation. Bankers are coming o
here saylng, "I could use much more. money. k :
I .am not blaming you. for anythlng.
_ ' MR. KELLY: Another thing we- dld we: used up all the money we had for
_the'subsidy. An addltlonal $34 mllllon requlres about a 3% sub51dy.‘ There is a
mllllon dollars rlght there that we. don t have rlght now for the subsidy.
ASSEMBLYMAN ADUBATO. I admit I am. being. unfair to you, Mr. Kelly. I
admit 1t, and I am going to cease right here because I -am gettlng very emotional
about seelng $25 million going down the drain in a mortgage 51tuat10n, because
whatever the reason, as legitimate as it is, and-I am not 'saying they are not --
,what I am saying is, it is obvious to me that the plannlng has to be there.
Wlth that $25 million, that is lost forever. "We can't recapture that.
MR. KELLY: Apparently there is something that, between you and I --

Kurt, are you s1gnallng me for something?.
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MR. DIPPOLD:- I would just like‘to say a few things .again regardingﬂ——‘

ASSEMBLYMAN ADUBATO: You know, I am really letting th1s go off half
cocked, but that is okay. I like it. . Go ahead.
. ' i_MR. bIPPQLD: I would just like to say that the 1n1t1al $25m11110n,
like Chris said, . (inaudible) was able to put up to do ‘the bond issue. We could
not have done a larger issue.

There “is also: a contributing factor that we don't issue bonds (inaudible)
,Our paper has an effect on the State. The State Treasurervhas some concerns about
our dollar volume and how much paper goes out at once, in addition to how the
bond market receives our money.
' The underlying factor in this case was the fact that we 51mply did not
have enough’ funds to contrlbute to do the extra $25 million. )

ASSEMBLYMAN ADUBATO: ‘I am confused. We are talklng about the State
Treasurer being involved, and we say they are not 1nvolved, and they are involved
with the investment. '
‘ Let me ask you something. Do these_bonds‘hane a rating?

MR. KELLY: Yes. 'May I make one thing clear, by the way? ' The State
~Treasurer -- . - ’
ASSEMBLYMAN ADUBATO: What is the rating of the bonds?
MR. KELLY: We are Al-A. ' ,
} ASSEMBLYMAN ADUBATO: -Aren't these bonds backed up by the State of New
Jersey? v h ) ‘
) MR. KELLY: No, we have no moral obligation. Let me make one-thing
clear, by the way. The Treasurer is on our Board. He is not functioning on our
Board as the State Treasurer alone. He is functioning on our Board as a traffic
cop who tells us when we can go to market, for how much, how we don't conflict
with other bond issues, Great Acres, schools,‘and so on. He is there to tell us
what the State's wishes are -- when we can go to market. Even though we have to
go to market, he determines the rules under which we go to market.

Now, we also have the -- ' ‘ :

» ' 'ASSEMBLYMAN ADUBATO:  You are saying that the State has no control over

you. You are an autonomous body, but they dictate to you when you can go to .
market. and when you can't? ‘ .

MR. KELLY: In the sense that we don't want to conflict, we don't want
to have two State bond issues coming in the same week. I think you will agree
that would be counter—produotive. »

ASSEMBLYMAN ADUBATO: Not necessarily, not if one is to.build homes and
the other is to build parks. _
_ MR. KELLY: But the investor. who has to buy bonds may not want to see
two New Jersey issues come during the eame week. He thinks that, as the expression
is =-- too much New Jersey paper. He wants to see us space our 1ssuance so that
there is not a flood of New Jersey paper‘at any one time.

I admlt that it is not very easy to understand whether one is a housing
issue or one is-a school issue and how they should affect each other, but they do. .
Again, I want to express that we have the Commissioner of Banhking, ‘the Comm1551oner
of Community Affalrs, and the --

ASSEMBLYMAN ADUBATO: By the way, for the record, I want you to know that

the Comm1551oner of Banklng was invited today, and I didn't get any response .from him.
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MR. KELLY:l His representativebwaS‘hereyearlier ~=- Don Mazzlgetti, .
ASSEMBLYMAN ADUBATO: He never spoke to -- I don't even know who he is.
. Iram glad that.youvknow,him.' I am only the Chairman of‘the“Committee,lbut that.
_is okay. o S ‘ » ‘ )
MR. KELLY: I am sorry. . :
'ASSEMBLYMAN ADUBATO: I am glad that you know who he‘is{
'MR. KELLY:. He was heretearlier} ‘
lASSEMBLYMAN ADUBATO- Go' ahead. .
MR. KELLY: I meant that these men are ex OfflClO -
- ASSEMBLYMAN ADUBATO: Yes. S : ,
MR. ’KELLY-‘ They are two public members;, We obviously respohd to our 7
Board as employees, and the members of the Board do defer to the Treasurer in his --
I'1l call it his w1sdom about when to. go. to market., , . v
] ASSEMBLYMAN ADUBATO: - Mr. Kelly, pléase, I apologize to you. Please,
sit down. You have been so grac1ous and so kind today. ' I want to end on that
kind of a note. My emotions got carried away When I was trlggered by $25 million
‘901ng down the drain after llstenlng to: this testlmony all day. I am not doing
to deal with the complexities of it. I am sure they are real. I am sure your
staff knows what theéy. are doing. Of course, it is probably trying to them to be
‘accurate. e L - :
~ When we look at a statement from your Department that tells us you still
have $2 million there -- and, let me read to the young lady who said that that.
money is there for reasons. It says, "Statewide $2'million retained for future
allocation." That allocation can mean anything, -but it is'aseumedvf—‘it is
assumed that any rational being reading this would mean that it. is $2° million~to
be allocated for mortgages."And I want to see your rules and your guldellnes
in writing on this issﬁe. I want to see every statement that was made 1n regard.
to this $4 million. That is a request I am maklng to you, Mr. Kelly, because I
have a desire, Mr. Kelly, that those people who can document that they were
treated totally inequitably and totally unfalr --1I thlnk we have an obllgatlon,
either by lottery or what 1t_1s, that if you_have $1 million or $2 million or
whatever you have got left, that they,Should have an opportunity for that money.
And, certainly, the next allocation -- and after the next two: hearings,
we are going to come down with recommendations that we hope are 901ng to be
stronger than just recommendatlons for those 1nst1tutlons again -- not to over—3
regulate, not to be over—bureaucratlc, but to Smely say that if you tell people
you can only use that application, and it is not available uhtil the 18th -~
damn it -- that is the gnly way it is going to be. That is the way it has got‘
to be. You can’ t tampex w1th that unless you say in your guldellnes that the
appllcatlons are going to be available on the 18th however, the 1nst1tutlons have
‘the dlscretlonary_power to deal with it 1n such- a manner. That is: fine.  If that
‘is what you want to do, ilet the public know. Put up here on the table where every-
one can see it. ‘ o o
But, when you ftell the public that you cannot get a loan until youjhave,
v.that application on the {18th, and then they‘go to an institution on the 18th, and
they tell them that not only can't. you get an appliation, but that the,money is‘ .

gone.
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FSomething is wrong. That is obvious. Something is wrong, and that is

the thing that has got to be avoided -- not hurting Mr. Sharp or anyone else --
but that kind of a situation must be avoided again as was stated here for the
v.integrity of the institﬁtions themselves. That is the key.

I want you to know that we ‘were winging it, and again, the reason why
we had this public hearing was because if we didn't have it, we:didn't know who
would. If we didn't have it, we didn't know what agency of government would
inquire, because certainly none oﬁher has, including the Banking Department --
not that they have any jurisdiction. I am not saying that they should -- that
they sit on the Board. I think it would have been in the interest of the people
of this State if the Banking Commissioner had taken the time to come here today.
I am sorry he didn't. I am sorry he didn't call the Chairman and I am sorry that
there were no communications With this body. But, I will let the Commissioner of
Banking know how I feel, for the record, and we will invite him to the next public
hearing in Essex County. Maybe he will have the time to come to that one. '

Thank you all very much for coming here today, and I appreciate your
patience.

(Hearing concluded)
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Good Morning. I am Christopher Kelly, and Ivamvthe Execufive.birectOr
‘ ’of the New Jersey MortgagekFinance Agency. Thank jou for thevopportunitykfo‘
'téstify_before this Commftteefon'your‘concerns-abouf our most recent mortgage
program, the Statewide Mortgage Program. |
As you know, the Néw Jeréey Mortgage Finance Agency was created by the
State Legis1aturé.in‘1970 expressly to expahd the supply of funds available for
single family residential mortgages. To date, the Mortgage Finance Agency has
fssued ovef one billion dollars -in tax-exempt mortgage revehue bonds, and has
financédvthe purchase of over 32,000 housing units in the state. It has
further financed ﬁmprovements for over 5,000 one-to-four family homes
throughout the State. |
| The Mortgage.Finaﬁce Agency‘S‘mortgage'activities are governed by
State statute and'by federal law, specifically the Mortgage Subsidy Bond Tax
Act Ofv1980. The Tax Act imposes aﬁ annual cap on the amount of mortgage
revenue bonds 1ssued by each state which guarahtees that State programs fill
only a portion of the mortgage'démand within the State. In New Jersey, thé

1982 federal ceiling for the issuance of tax-exempt mortgage revenue bonds is
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$304 million. ‘ ‘
| ~ The MOrtgage Finance’Agehcy;does not haVe:the:StatUtOry authority to‘
make d1rect 1oans.< S1nce 1977 the Agency has operated as a secondary mortgage
market using the State S ex1st1ng mortgage 1enders to or1g1nate e11g1b1e
mortgage 1oansf MFA purchases loans wh1ch are made accord1ng to MFA
reqdirements by banks, savings and 1oan,associations, and mortgagevcompanies,
The MFA has experienced exce]lent'cooperation'from participating 1end1ng‘
.1nstitutions over the past decade ahd'that cooperatiOn'has been key to the
success-of_our programs.K ” | |
 The Mortgage Finance Agency depends upon the participating 1enders for
both the origination and’timely deliVery:of mortgage loans. The 1attervisﬂ |
particularly important sincexthe federal Tax Act imboses restrictiohs on the‘_
financial mortgage structure of mortgage revenue bonds{ Which makes it ?
necessary for the proceeds to be disbursed as quickly as possib1e.v
| Since 1977, MFA's mortgage‘programs were directed entirely to urban
- neighborhoods. The mandate for the expansion into a new statewide program came X
.'{h recognition of the depressed condition of the housing industry throughout .
New Jersey and the lack of affordab]e financing for first-time homebuyers. |
The Statewide Mortgage Program, which is the subJect of th1s hearing
today, was funded by a $239,000,000 bond sale on October 7, 1982. g The
mortgage proceeds from the sale were divided equally to address three separate
~ purposes: | | »
1) $75,000,000 for the Urban Category to maintain the Mortgage Finance
Agency's commitment to the State's urban neighborhoods.x
- 2) $75,000,000 for the New Construction Category to prov1de a stimulus
to the building 1ndustry,AX
3) $75,000,000 for the Existing Statewide Category to assist ttrst-

time homebuyers throughout the State; this last category is the major focus of
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our attent1on today » o R

The procedures for lender part1c1pat1on in the Statew1de Mortgage
7 Program were established so as to encourage the broadest representat1on of
1enders poss1b1e, both 1n numbers and 1ocat1on.xl | _ ' ,

~ On August 18 198? Governor Kean announced p]ans for the new program,x

and on that day 452 mortgage lenders in the statejwere 1nv1ted to part1c1pate
.in>the program’as mortgageb1oan originatOrs.: That numbervincluded supervised
lenders' and mortgage companies”ineNew Jersey. |

ApproximateTy two'hundredwlenders expressed an interest 1n
part1c1pat1ng and were ma11ed a Commitment App11cat1on package. The‘1enders

were asked to complete the Commitment App11cat1on by September 24, 1982, and to

nd1cate the dollar amount of loans they could expect to or1g1nate underleach

category of the new program.
In order to insure that the 1enders made a goOd faith estimate\of
anticipated demand for the program, the MFA required_that a commitment fee of
one percentbof the dollar commitment requested accompany the application.
Eighty-six (86) lending instthtﬁons, only nineteen percent of*those _
originally invited, submitted Commitment Applications to the Mortgage Finance
Agency.x’ |
The commitment requests tota]ed’%588,376,200, more than twice the
X

total available loan proceeds.” In the Statewide Existing category of funds,
which is the subject of the hearing, the oversubscription was‘eyen more Xi
pronounced. Requests for funds in that category totaled over $257,000,000,
nearly four times theKamount ava11ab1e for allocation.

Needless to say, in light of such extraordinary demand, the allocation
of funds required careful deliberation by the MFAX, Our final criteria for

allocation under the Statewide Existing and Urban categories took into

consideration the lenders' reqUests, their loan origination capacity, their
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'.>t _performance under prev1ous MFA proqrams, 1f any, and the geoqraph1c

‘d1str1but1on of their serv1ce areas. The MFA cou1d on]y prov1de funds for 30
: percent of the demand total under the Statew1de Ex1st1ng Category )(
‘ For the New Construct1on category of funds the a11ocat1ons were a.
- percentage of the actua1 do11ars requested by bu11ders for new deve]opments.
| A1l part1c1pat1ng lenders were not1f1ed of the1r a]]ocat1ons by mail

on October 15 1982 At that time, lenders were adv1sed that the closing date
of the bond  sale was scheduled for October 28th after which time orogram funds
would be ava11ab1e.__ v )

However news of the program had generated cons1derab1e attent1on from‘
the media and in. turn, the public, we11 in advance of these events. T'

Following the Governor's announcement of the program in August, the :
MFA recetved over 7,000 inquiries~from botentia] homebuyers throughout the
State° A d1sproport1onate share of these 1nqu1r1es re]ated to the Statewxde
} Existing cateqory of funds. ) | ‘ |
By the time the program began, Tending 1nstitutions»had beenftnundated'
~i_withvreguests for the“funds. Wh11e the Agency did not make public the names of

bipart1c1pat1ng lenders until the ma111ng of the brochure on October 15th

hundreds, poss1b1y‘thousands, of prospective homeseekers called lenders,
R dtscovered one which was planning tO'oarticipate and made:arrequest“for a
| mortgage as ear]y as last August. _ B L
| . While the point at which inquiries for the funds were accepted by
. 1enders var1ed, it is the Agency's be11ef that the Statewide Existing category
of funds under the Statew1de Mortgage Program were comm1tted to potent1a1
borrowers by each participating lender on a f1rst-come first-served basis.

~1In the initial quidelines published by the Mortgage F1nance Agency,
‘ the on]y restr1ct1on placed on the 1enders app11catnon procedures was a

restriction on when firm commitments to mortgagors could be issued and Toans

X4



closed: that is after the c]oSing date of the bond sa]e on October 28th
The Agency be11eves that it wou]d have been 1mprudent for prospective
part1c1pants to entertain appiications prior to receipt of an ai]ocation from
the Agency. Furthermore Statew1de Mortgage Program 1oan appiications and
»other forms were not distributed to the 1enders unt11 after 0ctober 15th

7 ~.In the five years of prev1ous mortgage purchase programs, the Mortgage
Finance Agency encouraged 1enders to use the1r al]ocations quickly ~The o
vvolat11ity of mortgaqe rates has made prompt de11very of mortgage 1oans an :
’essentiai 1ngred1ent 1n the MFA's abiiity to make timely payment of Bond debt
service. o ,

In distributing funds’invthe Statewide'Mortgage Program, some lenders,
fo]]owing a common industry practice, allocated funds‘to real estate brokers‘
with whom they regu]arly do business, while others set a51de a]]ocations for
their various branch offices. Such reservation of funds for branch offices and
brokers throughout the State served to direct the Statewide Mortgage Program
funds to a broader geographic area than would have been p0551b1e w1th on]y 86
main lending offices participating. In fact, the 1enders abiiity to serve a -
widevgeographic service'area was one of the primary‘criteria in the,a11ocation
of funds by the Agency. | | | '

Lenders were not prohibited From taking waiting 1ists‘ofvinterested
potential borrowers, and therefore acted in good faith and did not‘vioiate-
bprogram requ1rements by doing so. o | |

Most lenders maintained their waiting 1lists in order of names taken
and those that did not were encouraged by the MFA to hoid a draw1ng in their
‘offices. Therefore the spirit of the program and the first-come firstAServed o
basis was maintained. |

Thekfact, however, remains that the total supply of MFA mortgage ]66"59

under the Statewide Mortgage Program was totally disproportionate to the demand ‘>
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for such funds 7 o o 7 v
MFA is not able: to and shou]d not f111 the ent1re demand for mortgage
funds wh1ch can be met by the convent1ona1 market The MFA is mandated only. to‘
-supp]ement the convent1ona1 market and re11eve ‘a port1on of the pent -up demand |
for mortgage f1nanc1nq dur1ng per1ods of shortages. _ | ' |
Approx1mate1y 1, 250 mortgage 1oans could be made under the Ex1st1ng
Statewide category of MFA 1oans f1111ng only a fraction of the annua] demand
for such financing by f1rst-t1me homebuyers. Based on the pent up demand for
homebuy1ng in the past years due to the unava11ab111ty of affordable mortgage
f1nanc1ng, there may have been a demand for as much as a billion dollars in
mortgage loans.
: C]ear1y many homeseekers were d1sappo1nted However it is important
to note the accomp11shments of the program. C | R
- Approximately 1,250 first-time homebuyers will receive
mortgage financing for their first hame purchase, thus relieving
vsome»of the pent-up demand resulting from economiCICOnditions of
~_the last two‘years. _ | , |
$75‘m11]ion is being invested in newly constructed\houstng in
over 300deve10pments around the State. This allows the financing.ii
of completed inventory and encourages new deve1ooment, and will
st1mu1ate building 1ndustry jobs. ‘ |
$75 million is allocated to 40 New Jersey urban areas,
supplementing New Jersey Mortgage Finance Agency's previous
mortgage investment of $340 million tn'thosevareas; The funds
will continue New Jersey Mortgage Finance Agency's goal of .
ass1st1ng in the revitalization of urban ne1ghborhoods.
In addition to the jobs created the ne1ghborhoods assisted and the

first-time homeowners benef1ted, the new program also st1mu1ates the genera1
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economy through the fees, commissions and taxes generated by home
sales.
Thank you for the opportunity to address this committee. I will now

entertain any questions you may have.
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N@w lersey Mor&gage Fmance Agency‘-

1481 Raj- nond Boulevard 23rd Floor Newark, New Jersey 07102 201 648-2774

~ October 28, 1982 -

MEMO R AN D UM

TO: ,
- FROM: Christopher G. Kelly, Executive Director

"RE: Statewide Mortgage Program (SMP) A]locations}and Procedures

In response to your request, I have outlined the steps which the
Mortgage Finance Agency (NJMFA) followed in establishing its new Statew1de
Mortgage Program (SMP).

CGK/shm

’ Board of Directors

John P. Renna

Kenneth R. Biederman

Christopher G. Ketly

Chawman of the Board Treasurer of the Execuive Ovector
. . New Jersey State ot New Jersey
Department of G. Curtis Dippola
Community Altaics ){33193 ¢ lKeiIogg W, Asssant £ xeculive Qvecior
G Ounector
Michael M. Horn Constance B. Gibson
Vice Chawman be‘z:d D's' Rinsky Asssiant Exoculive Ovecior
ecior

Commissioner. New Jorsey

Department of Banking .
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I. Statutory Purpose'r"t:

| A.-' HISTORY

In 1970 the Leg1s1ature created a corporate agency of the State, the
: New Jersey Mortgage Finance Agency (NJMFA), to aid in remedying the conditions
creating the housing crisis, to promote the expansion of the supply of funds"
available for residential mortgages and thereby help alleviate the shortage of
adequate housing. (New Jersey Mortgage F1nance Agency Law, Chapter 38, P L.
1970, as amended - emphas1s added)

To fu1f111 th1s purpose the NJMFA 1ssued over $800 000,000 in tax- ,
~ exempt bonds from 1970 through April 1982 and financed the purchase of over -
- 32,000 housing un1ts and the 1mprovement of over 5, 000 one- to-four family

homes.

Since 1977, following a revision to the NJMFA enabling 1eg1s1ation ‘
expressly for such, the Agency has operated as a secondary mortgage market
using the State's exlst1ng loan delivery system, (banks, savings and loans and

- ‘'mortgage companies) to originate mortgage loans for purchase by MFA. Eight
thousand families in 41 urban neighborhoods have been assisted in home
"purchases through MFA's mortgage purchase programs.

_i“ . B. Mandate for New Program

In recognition of the depressed state of the hous1ng 1ndustry and the
lack of affordable financing for first time homebuyers and urban area home -
‘purchasers and in keeping with its legislative mandate, NJMFA initiated its"
most recent bond sale for the Statewide Mortgaqe Program through Board action

{ on August 18, 1982. :

i
,On October 7, 1982, the NJMFA sold $239 m1111on in tax- exempt mortgage revenue
‘bonds prov1d1ng 1endab1e proceeds of $225 million for the express purposes of
assisting the building industry, residents purchasing homes in urban areas, and
first-time homebuyers throughout the State. The proceeds of _
the issue were divided equally among the three categories:

Urban neighborhoods ~ $ 75 million
Newly constructed homes
statewide $ 75 million

‘Statewide existing hous1ng $ 75 million
Total Loan Fund  $225 million

IT.  NJMFA Procedures for Participation:

A. 'Lenders

1. On August 18, 1982, the day the program was authorlzed by the Members
of the NJYFA, an invitation to participate in the Agency's Statewide Mortgage
Program (SMP) was sent to 452 mortgage lenders in the State compiled from the
most recent published lists of the New Jersey Savings and Loans League, the New -

- Jersey Mortgage Bankers Association and a list of commercial banks from the
Zeller & Let1ca ma111nq serv1ce §goov of invitation attached as Exhibit A).



N '~Lenders were 1nformed that the Agency 1ntended to sell tax exempt
B mortgage revenue bonds to finance this program and that funds ’
were expected to be available in late October.‘*f T
" Lenders were invited to participate in the program as mortgage
loan originators and to return a form if they wished to receive
-a. Comm1tment App11cat1on,,‘ v

v . 2. Any 1enders who expressed 1nterest and- a11 part1c1pants in the
_ previous mortgage programs were mailed a Commitment Application on August 25,
1982. (See Exhibit B.) Approximately 200 of the 452 mortgage lenders
requested the Commitment Application package. Lenders were advised that they
could apply. for a commltment of funds for any of the three categor1es of the
program. v

——

.\ N Every builder 1n the State was a]so not1f1ed of the forthcom1ng
- program and advised that applications for newly constructed units should be
made through local lending institutions. (See Exhibit C.) As part of their
commitment applications, lenders were required to submit a New Construction
Information and Certification form for each builder/developer with information
on the principals in the development company, as well as the development

{ “itself. A limit of $2 million per: deve]oper was placed on app11cat1ons.

’.3.‘ September 24, 1982 was the dead11ne for rece1pt of commitment
~applications from 1enders, 19 percent (86) of the or1g1na1 452 1nv1ted to
- participate responded

T“"'ﬂﬂ' The comm1tment requests from the 86 lenders tota]led 5588 376, 200 o
more than 200 percent of the $225,000, 000 ava1]ab1e ln 1oan proceeds. The:
actual breakdown is as follows: _ I

~ Category Urban Statewide New Constructlon

© Commitment Requested $96,996,700 $257,939,940 - $234,439,560
~ Amount Avallab1e 75, 000 000 75, 000,000 - - 75,000, 000

4, Comm1tment a?locat1ons were made after careful deve]opment of cr1ter1a’“
which took into consideration geographic service area, mortgage loan
or1g1nat1on capacity and performance under prev1ous Agency programs.‘

Lenders app1y1ng for the Urban category received al1ocat1ons based on .
-an application of these cr1ter1a aga1nst a maximum aliocat1on of $7 million.

For the Statewide category which was the most oversubscribed, seventy— .
two per-cent of the 76 lenders requesting funds received $1,000,000 or less
(enough for between 3 and 15 loans.) Nearly one-third of the 76 lenders -
received $300,000 or less (enough for 3-4 mortgage loans). Only two lenders
rece1ved 4, OOO 000, which was the max imum allocat1on. ' N

The a11ocat1ons to lenders for the New Construct1on category were

~ based on Developer requests for setasides. Each developer request was cross-
- checked to insure that no developer had applied for more than the original

[ maximum. A new maximum of $600,000 per developer was imposed and each

S deve10per request was reduced by a§pr0x1mate1y two-thirds. :
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Exhibit D 11sts 1nd1v1dua1 Comm1tment A]]ocat1ons and the a110cat1on
procedure. : _ ,

5. Bonds were so]d on October 7, 1982. Lenders were notified of. _their
allocation through the Notification of Acceptance mailed on October 15,;1982
(A supply of forms and applications were sent simultaneously by United Parcel.
Service). The lenders also were advised that the closing date of the bond sale
‘( was scheduled for October 28, 1982, at which time funds would be ava11ab1e and
L firm. commltments cou]d be made to mortgagors. :
\

III. Public Response
r— P

A. General Publicity

The advent of the program was announced by the Governor in a press -
release of August 18, 1982 (attached as Exhibit E) and was introduced by
Treasurer Biederman at a briefing the same day. Attending the briefing were
representatives of: ' ‘

New Jersey Builders Association
-Savings Bank Association of New Jersey
New Jersey Association of Realtors

New Jersey Bankers Association
Homeowners Warranty Council

“New Jersey Savings League

Mortgage Bankers Association

Pension Fund Task Force

At the time of the bond sale, October 7, 1982, a second release was sent to the
press (See Exhibit F).

During the two month period following the announcement, information
about the program was carried by Associated Press and United Press
International wire services, and was announced on New York, New Jersey and
Philadelphia radio stations. Information about the program further appeared in
over 56 art1c1es in newspapers with New Jersey circu]at1on.

.

Additionally, all State Leg1s1ators and the. Mayor of each mun1c1pa11ty
with an e11g1b]e urban area'received notice of the program (See Exhibit G).

B. Avai]abi]ity of Funds

The Statewide Mortgage Program loan fund of $225 m1111on could finance
approximately 3,750 mortgages (based on an average mortgage of $60,000),
divided equally among the three categories:

Statewide existing 1,250 mortgages;
New conetruction 1,250 mortgages in over 300 deve]opments
Urban § 1, 250 mortgages.

X1l
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By October 15 1982, at wh1ch ‘time brochures w1th the 11st of 1enders
‘were released by MFA, over 7,000 persons had already requested information on
the program from NJMFA a]one. A d1sproportionate share of the 1nqu1r1es '

- -regarded the Statew1de catetory,
(e i

In New Jersey, the annua] mortgage 1end1ng act1v1ty of $3.3 b1111on
financed approximately 55,000 mortgages, of which approximately 14 percent or
over 7,700 are for first- t1me homebuyers. (Based upon statistics deve]oped by
the U?1ted States League of Sav1ngs Assoc1at10ns for the Northeast region for
1981 _

: The 1;250'mortgages made available under the statewide portion of the
SMP could fill only 16 percent of the annual demand of first-time homebuyers.

IV, Limitation on Funds-

L The U.S. Congress passed and the President signed the Mortgage Subsidy
Bond Tax Act of 1980 in December 1980. The Tax Act imposes a maximum dollar
limit-on the amount of mortgage revenue bonds issued by each state for the
purpose of financing homeownership programs. The federal limit is set at 9
- percent of the average annual aggregate principal amount of mortgages executed
during the immediately preceeding three calendar years for single family owner-.
~occupied residences located within the jurisdiction of such State (103A.g(4)),
- of the 1954 Internal Revenue Code. The limitation guarantees that State
' programs may only fill a port1on of the mortgage demand.

, In New Jersey, the 1982 federal ceiling for the issuance of tax exempt"
‘mortgage revenue bonds is $304 million. After the Statewide Mortgage Program
bond sale on October 7th, the NJMFA's bond sales in 1982 totaled $275 m1111on, -
or 90 percent of that a]]owed under the federal ceiling. '

The,federa] Tax Act further imposes restrictions on the financial structure of
mortgage revenue bonds. The severity of these restrictions makes it necessary
for the loan fund to be disbursed (invested as mortgage loans) as quickly as
‘possible. Therefore participating lenders are encouraged to or1g1nate loans
for the full extent of their allocations as quickly as poss1b1e. :

V;', Respon51b111ty

- The NJMFA provides a secondary market for mortgage and home
improvement loans in the State of New Jersey and does not have the statutory
author1ty to serve-as a direct lender. :

» A loan is originated by the part1c1pat1ng lender in the name of the
lender and offered to MFA for purchase subsequent to loan closing. Each lender

is responsible for originating loans in accordance with all Federal and State
v Taws, as we]] as. NJMFA procedures. ‘ -

¢

SMP mortgage loans were committed to applicants by each part1c1pat1ng
1ender on a first-come first- servedlgasws The poxnt at wh1ch 1nqu1r1es were
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_ / The on]y restr1ct1on p]aced on 1enders application procedures at

onset was a statement contained in the Commitment Application. "The Agency
will not purchase any Mortgage Loan Or1g1hated (actually closed) pursuant to a
commitment issued to a potential mortgagor prior to the date that the Agency
executes the Mortgage Purchase Agreement." (Mortgage Purchase Agreements .
areexecuted at the time of closing of the bond sale on October 28, 1982.) On
September 30, 1982 NJMFA notified lenders that no mortgage loan app11cat1ons
should be accepted prior to receiving their Notice of Acceptance of the
Comm1tment)A1]ocat1on and the NJMFA forms on or about October 18, 1982. (See
Exhibit H ' , _

' Lenders who had taken applications. prior to receipt of this notice acted in
~good faith and did not violate the requirements of the program. Furthermore,
lenders were not prohibited from tak1ng waiting lists of 1nterested potent1a1

(‘\?orrowers.

In the five years of previous mortgage purchase programs,NJMFA has

not restricted the taking of applications by lenders, but rather has encouraged
lenders to use their allocations quickly. The volatility of mortgage rates
makes prompt delivery of mortgage loans an essential 1ngred1ent in the Agency s
ab111ty to make t1me1y payment of Bond debt service.

: While the Agency did not make public the names of participating
lenders until the mailing of the brochure on October 15th, hundreds of :
prospective homeseekers called lenders, discovered those wh1ch were planning to
participate and made a request for their mortgage as early as last August. '

~Lenders were inundated with requests for information and applications from °
~ prospective homebuyers even before many lenders had decided to apply for a
: commltment of funds. : ,

- Some lenders took app11cat1ons from prospective borrowers prior to
rece1v1ng NJMFA's Bulletin which advised them to wait until after October 18th.
Following a common industry practice, some lenders also set aside funds for
real estate brokers with whom they regularly do business.

~ .
I' f - IS

While 1enders and applicants can not be penal1zed for act1ng in good faith by
‘taking loan applications and/or waiting 1ists prior to October 15th, this v
action did decrease the total supply of funds available to potent1a1 app11cants
after that date. However, as most lenders maintained their waiting list in
order of names taken and those that did not were encouraged by the Agency to
hold a drawing in their offices, the spirit of the program and the first-come
first-served basis was maintained.

The fact, however, remains that the total supply of MFA mortgage loans
was totally d1sproport1onate to the demand for such funds.

IV. Results of the Program

. ‘\ . ’

While NJMFA is not able to and should not serve all of the would be
applicants in New Jersey, the accomplishments of the program must be
h1ghl1ghted

1. Approximately 1,250 first- t1qslgomebuyers will receive mortgage f1nanc1ng
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for their first home purchase, thus relieving some of the pent-up demand
resulting from economic conditions of the last two years.

$75 million is being invested in newly constructed housing in over 300

developments around the State. This allows the financing of completed

inventory and encourages new development, and will st1mu1ate
building industry jobs.

$75 million is allocated to 40 New Jersey urban areas, supplementing
NJIMFA's previous mortgage investment of $340 million in those areas.
The funds will continue NJMFA's goal of assisting in the revitalization
of urban neighborhoods.

In addition to the jobs created, the neighborhoods assisted and the

first-time homeowners benefited, the new program also stimulates the general
aconomy through the fees, commissions and taxes generated by home sales.

10/28/82
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ow Jersey Momgage Fmance Agency

: /80 Raymond Boulevard 23rd Floor Newark New Jersey 07102 201 648-2774

purchasers in urban areas.
will also be emphasized. .

~ August 18, 1982

Re: . Statewide Mortgage Program

" Dear Pres1dent-

I invite you to join the New Jersey Mortgage F1nance Agency (MFA) in

" the Kean Administration's first step toward fighting the housing crisis.

Through participation in MFA's first statewide mortgage purchase program, your
institution can be a leader in the community by bringing f1nanc1ng costs back -
to earth and making homeownership a reality once more.

-~ The new Statewide Mortgage Program (SMP) will provide below market;
rate financing for first time homebuyers throughout the state as well as
Permanent mortgage financing for new construction

Since its creation in 1970, the MFA has financed the purchase of over .
30,000 housing units in New Jersey. Of these, approximately 10,000 units were
f1nanced through the Agency's targeted urban mortgage purchase program, the
Ne1ghborhood Loan Program (NLP). ‘

The new statewide program marks a dramatic expansion of the MFA's
efforts to help you meet a greater portion of the credit needs of your ~
community.

The SMP will be financed through a forthcoming sale of tax- exempt :
mortgage revenue bonds, which is expected in October. The size of the issue
will depend on the amount of commitments received from participating lending
institutions and will probably be in the $100 million range. The interest rate
on the mortgage loans will be determined at the time of bond sale, but is
expected to be around 13 percent.

The SMP mortgage loans will be originated and closed by participating
lending institutions and mortgage companies for sale to the MFA. Many of these
lenders also service the loans for the Agency if they meet MFA servicing
guidelines. Lenders not meeting the Agency s servicing guidelines can still
originate and sell loans to MFA; servicing of their loans will be assigned to
an approved MFA servicer of their choice. Participating lenders will receive
fees for both origination and serv1c1ng of MFA loans.

EXHIBIT A

Board of Directors
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If you are 1nterested in con51der1ng part1c1pat1on in the statewide’
“program, return the enclosed Request Form and we will send you a Commitment
Application Package for your consideration. Each lender will have v
approximately three weeks to make its decision to participate and submit a
formal Commitment Application. If the bonds are sold accord1ng to schedule, we
expect to have funds available for 1enders to make Toans 1n late October.

. The Request Form carries no ob11gat1on on the part of the lender.
It must, however, be returned to the MFA by Auqust 25, 1982 in order for the
Comm1tment App]xcat1on Package to be mailed for your cons1derat1on.

Once we have mailed the program mater1als, we will schedule
information meetings to answer any questions you may have,

: we hope you will consider part1c1pat1on in the new program and 1ook
forward to hear1ng from you. L _ s _

Very tru]y yours,

%@/Q < éé%

Christopher G Kel]y
Executive Director

CGK/shm
Enclosures
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New Jersey E\ﬁm’igage Fmance Agency- |

 EXHIBIT B

1180 Raymond Boulevard = 23rd Floor Newark New Jersey 07102 201 648-2774

. Aqgust,zs;'lgsz

" Dear Lender

: o Ne are p]eased to send you a set of documents for the Mortgage F1nance
Agency's (MFA) first Statewide Mortgage Program. This program will enable your
institution to offer lower interest rate mortgage loans for the purchase of one-
to-four unit homes throughout the state._ . o

It is important that the documents be read careful]y.

‘We will be-pleased to respond to. any quest1ons you may have at the
informational meeting scheduled for September 9th. In addition, optional
technical training sessions will be held to thoroughly familiarize your
- personnel with loan packaging and’ subm1tta1 procedures at the start of the
- program.

The formal comm1tment per1od beg1ns upon your rece1pt of these
documents. A completed Commitment Application and executed Mortgage Purchase
Agreements and Mortgage Serv1c1ng Agreements must be received by the Aqency by
‘September 24,1982 .

As of this writing the Agency expects to sell bonds to flnance th1sI
program so that funds will be available in late October. We will keep you
fully informed about the progress of the sale. You will receive sufficient
notice prior to the start of the program so that your institution will be fu]]y
prepared to accept Toan app]1cat10ns at the proper t1me. .

Very tru]y yours, - .
4 4l
/, . o - ‘ . v

Christbpher G. Kelly
. Exec’tive Director

Informational Meeting will be held:
Thursday, September 9, 1982
Ramada Inn, Edison, New Jersey
Exit # 10, New Jersey Turnpike
: -9:30 A.M.

CGK/shm

P.S. Pend1ng Pres1dent Reagan s signing of the 1982 tax 1eg1s]at1on, the -
Acquisition Cost Limits listed in the Guide will increase by 20 percent for the
Statewide limits and by 10 percent for the Eligible Neighborhood limits. We
will inform you of the spec1f1c changes when they are signed into law.
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Newark, New Jersey 07102 - 201 648-2774 :

1180 Flaymond Boulevard 23rd Floor

»Re: Statew1de Mortgage Program

Funds for Permanent Mortgages on New Construct1on '

T'August 30; 1982

Dear New Jersey Bu11der°

Governor Kean is pleased to announce the New Jersey Mortgage Finance

Agency's (MFA's) first statewide mortgage purchase program.

The new program

will provide between.$100 and $200 million in below market rate financing for
the purchase of re51dences throughout the state beglnnlng in 0ctober.

One third of the total ava11ab]e loan fund for the Statewide Mortgage
Program will be a]located for mortgage loans on new]y constructed single family

homes. ,

If you are interested in obta1n1ng a comm1tment of funds for mortgages
~on a portion of new s1ngle family homes which you are buw]dlng or have in
-.existing 1nventory, now is the t1me to_contact your. ]ender

Al 1end1ng 1nst1tut10ns 1n the state have. rece1ved an 1nv1tat1on to

,part1c1pate in the new program.

Contacting lenders now will encourage their !’

'part1c1pat1on in. the program and make certain: that your f1nanc1ng needs are
con51dered in their request for a comm1tment of funds Trom MFA,-

Lenders must. return the1r Comm1tment App11cat1ons to the MFA by

September 24, 1982.

The new program will be funded by a sa1e of tax exempt bonds wh1ch 1s g

'expected in October.:

The 1nterest rate on the mortgage loans will be

determined at the t1me of the bond sa]e but will probably be 13 percent or

. 1ess.

- maximum purchase prices.

The H1ghlwghts of ‘the new- program are here1n descr1bed along w1th
“Complete details will be available: through 1end1ng

E inst1tutxon< which have requested commitment packages from MFA

MFA 1ooks forward to great 1nterest in th1s new program from

bu11ders/deve1opers as well as residents statewide.

We urge you to contact .

your lender promptly in order to share 1n the 11m1ted funds wh1ch w111 be

v_avallable._

Enclosures

Very tru] yours;ff

0s: 4‘3/

Chrvs opher G. Kel]y
Executlve DIrector.
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" STATEWIDE MORTGAGE PROGRAM
" ALLOCATION PROCEDURE

Urban

Maximum to new lender: $].5 mil)idn;” to previous participant: $7 miliion.

- Further reductions wéreuimposgd accofding‘tb‘criteria'lﬁsted>be]ow;’

Statewide ) 7
Maximdm to new lender: - $4 mi]]ion;m.to previous participant:: $7-million.

Further reductions were imposed according to‘criteria listed below. Following such rpduct1ons; new lenders'
requests were further reduced by 60 percent; previous particupants by 50 percent. Finally, some adjustments

were made to provide modest 1ncreases in allocations to prev1ous partic1pants w1th excel]ent perfonnance . N
h1story R U _ . ,

B PO —

TN OYWL:

New Construetion

Al]ocation made by individual developer: 30 peréent”of amount requested; with a maximum‘allocatibn of $600,000.

CRITERIA FOR REDUCTION IN COMMITMENT REQUESTS

‘Reduction based on inability to fulfill commltments in previous MFA programs.

Reduction based on mortgage origination capabilities indicated in Commitment Appllcat1ons
Reduction based on quality of loan packages submitted under previous MFA programs.
Reduction because commitment requested substantlas!y exceeded loan-production under prev1ou5“UfA B :
programs (urban only). , _ T I
Reduction based on organization in tran51t10n ' , : : ' ' »
Minimum allocation of $200,000 for statewide category. - o
Reduction based on geographlc areas served relative to size of commitment requested. : ' :
New participant receiving large a]]ocatlon for new construction; therefore other requests. limited . '
since performance ab111ty unknown. :
K}
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HAME OF PARTICIPANT

Allstate Enterprises Mort. Corp.

Amboy Madison Nat. Bank

_ Anchor S & L Assoc. o
+ Berkeley Federal S & L Assoc.
Broadway Bank & Trust Co. .

- Brokers Mort. Service
Central Mort. Co.

Chase Home Mort. Corp.-
City Federal 'S & L Assoc.

*Citizens Federal S & L
Clarion Hort. Co.

Collective Federal S & L Assoc.,
Colonial Mort. Service Co.

‘Columbia S & L-Assoc,
Comnercial Trust Co. of NJ°
County tort. Co., Inc.

~Crestaont Federal S & L Assoc.
Eastern Amnerican Mort. Co.
Empire S % L Assoc.

#*Farmers. & Mechanics 'S &L
Farmers & !lerchants Nat. Bank
Fidelity Union Bank
First Federal S & L Assoc.
First Financial Mort. Corp..
First Jorso/ Hat. Bank
First Na
First u%t
First S5 L Assoc.
Franklin State Bank -
Freehold S & L Assoc.
Garden State Bank
Globe Mortgage Co.

. Bank & Trust Co. of Bev.
State Bank. of W. Jersey

. URBAN

$2,000,000
-0-
-0-
2,000,000
400,000
8,000,000

© 4,350,000

-0-
1,000,000
-0-

300,000

2,000,000 .

1,000, 000
-0-

3,400,000

‘ 700,000
500,000

1,750,000

- 300,000
100,000
100,000

..1,000,000

500,000
2,000,000
1,200,000

50,000

800,000
"1,000,000
1,000,000

-0-

200,000

3,000,000

COMMITMENT REQUESTED

© STATEWIDE

© $7,041,940

3,000,000
1,150,000

5,000,000

1,100,000
23,000,000
14,000,000
10,000,000

15,000,000
700,000

2,300,000
3,875,000
6,000,000

10,000,000
900,000

300,000

500,000
1,750,000
2,700,000

200,000

900,000

2,500,000

650,000

1,000,000

-0-
950,000
E _0_ .
500,000
3,250,000
. -0-
2,000,000

- 3,000,000

NEW

 CONST.

$ 958,060
. 6,000,000

850,000

2,300,000
._0,

6,500,000

200,000
500, 000

15,000,000
300, 000"

22,400,000

6,069,900

-0-
4,800,000
5,700,000

1,000,000

-0-
-0-
-0-
-0-
-0-

700,000

1,500,000
-0-
5,800,000
900,000
-0-
4,000,000

2,750,000

500,000
6,370,000
-0~

TOTAL

$10,000,000
9,000,000
2,000,00C
9,306, 000
1,500,000
37,500,000
18,550,000
10,500,000

-~ 31,000,000

1,000,000
25,000,000
11,944,900

7,000,000 -

14,800,000
10,000,000
2,000,000
1,000,000
3,500,000
3,000,000
300,000
1,000,000

4,200,000

2,650,000

"~ 3,000,000
7,000,000

1,900,000
800,000
5,500,000
7,000,000
500,000
8,570,000

6,000,000 -

UREAN

$1,750,000%.
-0- s
-1,300,000%
400,000
5,000,000 %3
1,200, ~000“3
-0-
1,000,000
-0-
1,500, 0004
700,000’
-0_
2,500,000’
600,000 -
500,000
1,750,000
300,000
100,000
100,000
800,000 ~3
400,000 43
2,000,000
1,000,000/
50,000
800,000 -

1,000,000

700,0002
-0-
. 200,000
3,000,000

COMMITMENT ALLOCATION

STATEWIDE

$2,200, ooo’
800,00027
400, 10007

1,200, 10002
500,000
1,700, 70003
10000, 00043

1,600,000
3,000,000
2000002
900,000,
1,100,000
1,000,000’
1,000,0007
500,000
200, 000%
200,000
1,200, ooo
400, 0002
200,000
250;0007

- 1,000,000%3

300,000
500,000
-0-
200,00027
-0-
400,000
800,0002
20-
800,000%
3,000,000

NEM
ConsT.

$ 689,000

1,285,000

175,000

800,000
-0-
1,975,000
199,500
175,000
4,300,000
. 200,000
7,484,000
2,290,900
- -0-
1,480,000
1,475,000
350,000
. -0-
-0-
-0-
-0-
¢ ;O_
200,000
475,000"
-0~
1,686,000
315,000
-0-
1,200,000
775,000 .
175,000
1,460,000
T o.0-

 EXHIBIT D
TOIAL ’

$4,639,000
2,085,000
575,000
3,300,000
990,000
8,675,000
2,399,500
1,775,000
8,300,000
400, 000
8,334,000
4,890,900
1,700,000
2,480,000
4,475,000
1,150,000
700,000
2,950,000
700,000
300,000
350,000
2,000,000
1,175,000

' 2,500,000

2,636,000
565,000
€00,000

2,600,000

2,275,000
175,000

2,460,000

6,000,000



© Guardian S & L Assoc.
Heritage Bank, M.A.
Heritage Mort. Finance Co.
- Home Mort, Corp.
Mudson City Savings Bank
Hunterdon Cty. tiat. Bank
Inter-Boro $:.& L Assoc.
Intercounty Mortgagee Corp.
Internaticnal Mort. Co,
Jersey Mort. Co.
Jersey Shore S & L Assoc.
Larson Mort,. Co. -
Lenape State Bank
Luymbermens Mert, Corp.
‘Hargaretten % Co., Inc.
Mercury, -Inc.
Nidlantic Mort. Corp.
" Midlantic Mat. Bank/Merchants
Hillville S & L Assoc.
Fontclair Savings Bank _
Norris County Savings Bank
Hortaage Services of America
Murrey Financial Assoc., Inc.
Nassau S & L Assac.
National State Bank, Eliz.
Nea Jersey Hatignal Bank
Horth Jersey S & L Assoc.
~ Hnrthwest Hort. Co., Inc.
Hutley S % L Assoc, :
01d Borough S 4 L Assoc.
Pawrapon S % L Assoc.

Peoples lat. Bank of Cent, Jersey

*PhiTlipsturg Nzt. Bank & Trust
. Pigncertert, IF’ .
" Prospect Park S 4 L Assoc
Provident Savinrcz Bank
Queen City S & L Assoc.
R. E. Scott Mort. Co.
. Pesidential Financial Corp.
Pobert G. Rose Mort. Co,
Poma S & L Assoc.

NEW

gy
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URBAN . STATENIDE':' CONST.. TOTAL . URBAN
-0- 200 000 ) "5-0-1';' B ) 200 000 - 'Q'
500,000 500,000 1,450,000 - 2,450,000 500,000
5,000,000 5,000,000 -0- - 10,000,00¢ - - 4,500,000%
200,000 200,000 . =0- . . 400,006 - - 200,000
-0- - . -0< 1,500,000 1,500,000 -
© 0= © 1,000,000 -0- 1,000,000 -0~
o -0- 8,200,000 6,800,000 - 15,000,00C - -0-7
10,000,000 10,000,000 5,731,000 . 25,731,000 - . 6,500,000
-0- R, 2,000,000 2,000,006 -0-
8,000,000 8,000,000 -18,200,000 - 34,200,000 ~ 7,000,000
500,000 .. 2,000,000 320,000 - .-2,820,00¢ . 500,000 -
© 1,500,000 12,000,000 -~ 3,850,000 17,350, 000 1,500,000
- -0- 1,874,000 1,126,000 . 3,000,000 - 20-
3,000,000 4,000,000 5,545,700 = 12,545,700 3,000,000
© 3,500,000 7,500,000 . 10,400,000 = 21,400,000 - 3,500,000
500,000 1,000, 000 -0- - 1,500.000 - . 500,000 .
-0- 1,000,000 10,700,000 . - 11,700,000 . -0-
100,000 400,000 -=0- 500,000 100,000 .
. 280,000 120,000 . .. -0- © 400,000 200,000
" 200,000 - 71400,000° -0~ 600,000 200,000
750,000 1,250,000 - -0- 12,000,000 750,000 -
- 1,500,000 5,000,000 2,400,000 9,000,000 . 1,600,000
700,000 - --500,000 . . -0- - 1,200,000 700,000
-0- 2,000,000  °2;000,000 - 4,000,000 : ~-o-
2,500,000 6,000,000 = 10,805,000 - 19,305,000 - 2,200, ooo
. 2,000,000 2,000,000 . .. -0- 4,000,000 750,000 %
-0- 7500,000.~ 700,000 - 1,200,000 - _ -0~ - -
-0- T-0- 1,000,000 -~ 1,000,000 - .. 0= -
_-0- coops 500,000 500,000 -0-
400,000 © 600,000 2,000,000 3,000,000 400,000
~150,000 -850,000 -0- -~ 1,000,000 150,000
400,000 o -0- 800,000 - 1,200;000 - 400,000
200,000 G- -0- 200,000 200,000
- 400,000 3,429,000 1,771,000 5,600,000 -400,000°
0. 7 7’5000000 .o -0-0 . . 500,000 -0-
500, 000 1,500,000 - *...<0- - -2,000,000 - 500,000:
200,000 6,000,000 - 2,545,000 = - 8,745,000 200,000
266,700 700,000 5,033,300 6,000,000, 250,000,
1,250,000 © - 3,000,000 - 26,300,000 30,550,000 . -Q=
'300,000 - - 1,500,000 - . .-=0- 1,800,000 . 300,000 -
300,000 ’800,000 -~ -0- = 1,100,000 300,009

STATEWIDE | -

- 200,000
250,000

. ,-O-
. 250, 00“7

"1,000,000%7

3,500,000
=0- .

. 4,000,000:

"£50,006%

* 3,000, 00023
3000007
2,500,000

4,000,000

~ 400,008
400,000
200,000 -
100,000

© 200,000

750,000 - -

2,500,009
250,000
700, 0%37

.1,800,000>
600.000>
250,000

e

=0 -
300,600
350,000
%
-0-
© 900,000
250,007
750,032
1,200,6037
350,009

1,200,000

750,000

400,000

NEW

O CONST.

-0-

© 450,000
2,400,000% .-
200,000

-0-
-0

" 450,000

-o-.

" 2,155,000
©: 2,038,000 ...
- 625,000 .
5,045,000 |
~ 175,000 ..
-"1,250,000

559,000

- 1,952,700 -
2,445,000 .

._0_-

. 3 045, 000

of '.-0_
-0-

. . -0- . },
1,030,000

-0-.
300,000

' 3,515,000 . -

T.o0-

285,000
300,000
175,000

600,000 .
-0-

280,000

L 0-
925,750
0

=0~

121 ,500.
2,241,900 .
8,140,000

a0

CAMMBEY U

- T0TAL

... 200,000

'1,200.000

6,900,000

+-400,000

.- 450,000

+- 250,000
3,155,000
12,038,000 -

Lo ’""»'52'5‘0‘000'
16,045,000

1,225,000

- 5,750,000

859,000

7,852,700

9,945,000
-990, 600

3,395,000

~:300,000
300,000
. 100,000

~ 1,500,000
- 5,130,000

¥ 7950,000

1,000,000
7,515,000
1,350,000 -

495,000 "
300,000~ 7T
175,000

©...1,300,000

500,000
630,000
200,000

2,225,750

:250,000
1,250,000
2,121,500
2,841,900 .

9,340,000
- :1;050,000

700,000



Security S & L Assoc.
Shadow Lawn S & L Assoc.
Statewide S & L Assoc.
Suburban S & L Assoc.
Tri-County S & L Assoc.
United Jersey Bank/N.W.
- United Jersey Mort. Co. _
.United S & L Assoc. -of Trenton
US Mortgage Corp.
Valley Hational Bank
HestAmnerica Hort. Co.
White Herse S & L Assoc.
Yardville Nat. Bank

TOTAL .

EXHIBIT [

v -~ NEW - : . HEW NS
URBAN STATEWIDE CONST. TOTAL URBAN STATEWIDE consT, TOTAL
3,000,000 9,000,000 - 4,794,600 16,794,600 1,800,000 2,500,000 1,633,000 5,933,000

250,000 250,000 = -0- 500,000 - 250,000 200,000 -0- -450,000
600,000 -0- -0- 600,000 600,000 -0- -0- -600,000
2,000,000 8,000,000 -0- 10,000,000 - 1,500,000 1,500,000% -0- 3,000,000
1,000,000 500,000 - =0- 1,500,000 600,0002 200,000 -0- 800,000
500,000 1,000,000 -0-° -1,500,000 500,000 . 500,000 - -0- 1,000,000
1,400,000 2,000,000 3,000,000 6,400,000 1,400,000 1,000,000 1,055,000 - - . 3,455,000
200,000 300,000 -0- -500,000 200,000 ° 200,000 : -0- 400,000
750,000 3,250,000 - 4,000,000 . 8,000,000 750,000 .. 2,000,000, 1,200,000 = 3,950,000
2,000,000 8,000,000 - -0- 10,000,000 " -1,000,0002 400,000 -0- 1,400,000
300,000 2,000,000 2,570,000 4,870,000 300,000 . 800,000 775,000 1,875,000
150,000 - 350,000 - -0~ 500,000 - 150,000 £ 200,000 -0- : 350,000
-0- /500,000 1,500,000 2,000,000 -0- 200,000 525,000 725,000
$95,996,700 - $257,939,940 -$234,439,560 $588,376,200 $75,000.000 - $73,000,000 - $73,016,250.  $221,016,250.

A Statewide: $2 million retained for future allocation

B. Hew csnétructidn{v $1,9§3,750_r§ta1ned for..

Fon

spot.?oans to individuals

X22
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7 “ " OFFICE OF THE GOVERNOR ~ EXHIBIT E.
C'RELEASE:  IMMEDIATE, AUGUST 18, 1982 ‘o CONTACT: CARL GOLDEN
o T I : SR BT MIKE O'SULLIVAN
MELINA MANN
TRENTOV ----- The Administration of Governor Thomas H. Kean today unveiied a new,:

broad- based fiscal program to st1mu1ate the State s depressed hous1ng industry by

pump1ng STOO to $200 m1111on in bond issue funds 1nto the home mortgage market in

October.

'"Th1s is Just the flrst step in our 1ong range comm1tment to get New Jersey S .

housxng and home bu1]d1ng 1ndustry back up to its fulT potent1a1 That 1ndustry, so

_ v1ta1 to our State, must be regenerated and by tak1ng progress1ve act1on 1n mak1ng

Governor Kean.

mortgage money avau]ab]e at affordab]e rates we w111 see an 1mmed1ate effect,“ sa1d

- i

Treasurer Kenneth R. Blederman, who conducted a State House br1ef1ng on the new

program for Teaders in the bank1ng, mortgage, realty and bu1]d1ng 1ndustry9 sa1d

' "We want to alert the peop1e in our State to a series of initiatives we have planned

to make home buy1ng poss1b1e, despite depressed market cond1t1ons "

1he furst stage of the plan calls for:

o The State's Mortgage F]nance Agency'wi11 f1oat a taxeexempt bond issue
from $100 to $200 m11110n, mak1ng funds ava11ab1e to lenders for mortgagev
t loans throughout the State ’ |
o The" funds, to comp]y w1th Federa1 regulations, will be used for permanent
]oans on new s1ng]e fam11y construct1on and the purchase of ex1st1ng hous1ng"
b/ f]rst tlme homebuyers statew1de as we]] as home purchases in targeted
urban neighborhoods.

Accord1ng to Chr1stopher G. Ke]]y, Executive D1rector of the Mortgage Finance Agency, -

"The bond issue money will be a]]ocated for f1xed rate mortgage at an expected 13 percent

1nterest rate. or 1oner which is about 4 percent below the current mortgage market interes!

rates "

- X23
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“The r1nanc1ng pTan caT]s for convent1ona] mortgage Toans with the purchaser

need1ng as ]1tt1e as 5 percent down payment If market cond1t1ons at the t1me of the

bond sa]e 1nd1cate a need for grow1ng equ1ty mortgage f1nanc1ng or other short term plans i
we will cons1der these opt1ons, ut at present we are Took1ng at a trad1txona1 f1xed .

§
: term mortgage,“ sa1d KeT]y

SEFAST VY N TR e ey T

Mortgage money will be made ava11ab1e to qua11f1ed buyers as soon as the bond 1ssue 1s

Y,
-

T R

- sold in October There are no max1mum 1ncome restr1ct1ons, but the purchaser must 11ve

1n the property Borrowers must be f1rst t1me homebuyers except in targeted areas. There

..‘_,

& ,
?;_wz]] aTso be purchase pr1ce 11m1ts on the program. ‘ o RIS
s “Hous1ng starts have faTTen by about 25 percent 1n the past year The new program o

3 w1TT prov1de f1nanc1ng for between 2, 000 and 3, 000 home purchases wh1ch w111 be a maJor‘

'_'st1mu1us to the 1ndustry, % said John P Renna, Comm1ss1oner of the Department of Commun1ty
:ef'Affa1rs, and Cha1rman of the Mortgage F1nance Agency Board of Dlrectors. iﬁl;’ije*'~r ‘
o Bank1ng Commlss1oner M1chae1 Horn sa1d9 “Th1s new statew1de program will help _:;1.ﬁ7
_'-thr1ft institutions to meet mortgage cred1t needs in “their commun1t1es."r
| “By us1ng 1mag1nat1ve f1nance mechan1sms, Governor Kean 1ntends to keep h1s pTedge
to get the economy 1n New Jersey movwng aga1n we have deveToped methods wh1ch comb1ne
the natura] advantage of tax exempt]on on MFA bonds w1th other sources of funds The State
Pensxon funds, the Federa] Natxona] Mortgage Assoc1at1on (FHMA) Federal Home Loan Mortgage
Corporetaon (FHLMC) can be tappedyas investors for future bond 1ssues usxng these
~‘mechanTsms, said Biederman. - e | | | PR T
ﬁ‘ i”These a]ternat1ves will not be used for the current bond 1ssue because at th1s t1me, :
g trad1t1ona1 Tong term bonds w111 produce the most favorable mortgage lnstrument for the ~c
,H‘homebuyer However the a]ternatlves can be 1ncorporated as thlS adm1n1strat1on cont1nues
| to set more hous1ng and home purchase 1n1t1at1ves on the table," sa1d Treasurer Bmederman
o The New Jersey Hortgage F1nance Agency,,created by- the Leglslature in: 1970 to 1ncreas=

‘ totaT mortgage act1v1ty, has created some 3850 m1111on for hous1ng thrOugh bond 1ssues.

_rore-  X24



EXHIBIT F

-§TATR OF NEW JERSEY " ORFICIAL NEWS RELEASE

New Jersey Mortgage Finance Agency Chnstophere Kelly, Executive Director
1180 Raymond Boulevard
Newark, New Jersey 07102

FOR RELEASE: ' ~ For turther information cail:
' ‘ '201-648-2774

October 7, 1982 | -  Melina Napolitano Mann -
Public Information Officer

$239,000,000 IN BONDS SOLD TO PROVIDE MORTGAGES

v Governor Thomas Kean today announced the sa]e of $239,000,000 in- tax-
vexempt mortgage revenue bonds by the New Jersey Mortgage Finance Agency (MFA).
Proceeds from the bond issue will prOV1de mortgage f1nanc1ng for approximately

‘ 4;000 New Jersey residents at an intereet rate of 11 percent under the Agency's
new Statewide Mortgage Pfogram;‘
| "We are delighted to be able to provide an infusion of mortgage funds
at a below market interest rate during this critical period for the state's
housing fndustry; The moktgage revenue bonds sold by the MFA i§ a solid step
toward solving the state' s hous1ng problems", according to the Governor as he
made the announcement
The bonds, which by federa]_regd]ation were sold in registered form,
had a true interest cost of 10.60 percent. The issue was rated A and Al by
Standard & Poors and Moody's-respectiyely. 'Goldman, Sachs and Company as
manager, led the underwriting syndicate which sold the issue. Co-managers
included Bear Sterns & Company;.B]yth Eastman Paine webber;'First National
State Bank of New Jersey; Gruntal & Company; KiddervPeabody‘& Company; Merrill
Lynch White Weld Capital Markets Group; L.F. .Rothschfld; Unterberg,'Towoin;
Salomon Brothers, Inc. and Ryan Beck & Company.
| The bond sale was approved at a meeting of the Mortgage Flnance Agency

Board of Directors today Accordlng to John P. Renna, Comm1551oner of the New

\Jersey Department of Commun1tv Afggﬁfs and Fha1rman of the MFA Rnard of



D1rectors "Favorab]e bond market cond1t1ons have a11owed MFA to offer

| part1c1pants 1n th1s new broadened mortgage program an attract1ve 1nterest rate

of 11 percent and a 30vyear mortgage term as well.
Execut1ve Director of the Agency, Chr1stopher G. Kelly, descrlbed the
forthcomlng progrm in further detail.
| "The new Statewide Mortgage Program will finance one-to-four unit home

purchases for f1rst t1me homebuyers throughout the State and in e11g1b1e urban

:ne1ghborhoods of 40 mun1c1pa11ties“, sa1d Kelly.d_g

¥ EndatE _ . : .
AN loans will be conventiona] mortgages and w111 be ava11ab1e through

part1c1pat1ng ]end1ng 1nst1tutions throughout the state. The lenders will -

- start tak1ng mortgage 1oan applications in 1ate Octoberb Complete detaiTs'on

~ the new Statewide Mortgage Program and Ne1ghborhood Loan Program are available

~ from the MFA at 1180 Raymond Boulevard Newark New Jersey 07102 or by ca111ng
-.(201) 648 2774 :

10/6/82 :
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*\Hew Jersey .a‘ﬁomga@@ E‘-‘fmanw Ag:arcy;

' 1180 Raymond Boulevard 23rd Floor -Newark, New Jersey 07102 201 648-2774

.

| August 24, 1982,

Dear Leg1s1ator.

I am p]eased to report Governor Thomas Kean's announcement of the New
Jersey Mortgage Finance Agency's (MFA) plans for a new Statewide Mortgage
Program.

The new program will be funded from the forthcom1ng sale of tax -exempt
mortgage revenue bonds, currently scheduled for October. Loan proceeds from
- the bond issue will f1nance home purchases for first t1me homebuyers throughout
- the state. ;”_ ; v ;
_ Since there has been considerable press coverage of the announcement,
~you may already be receiving inquiries from your constituents. 1 have enclosed
a copy of a brief information sheet which describes the program as well as a
~copy of the Governors release, so that your office may respond to these
questions more easi]y.'.In addition, I will forward printed promotional
material as soon.as it is available. The.MFA.also has a waiting llst for
1nformat1on to which 1nd1v1duals may be referred

‘ ‘ I will keep you advised of the - status of the program. _If you have any .
‘questions, do not hesitate to cal] : :

Very tru]y yours,

Christoph Zj;7G Ke]]y éf;
| Execut Director

CGk/shm

Enclosure

Board of O-rec(on

S JSANP Poang Kenne:n R B ederman : : Chis'spree G Keily

LTI e Sy Lo T Tredssem il ireg . . ' £
CaW i rer \ew . orey S:i0 & it v P
Oviowrtiowm 1 i G C 8]
O e ‘ . : . . 's O ocod
Camnrty Aag - JamesC Xellogy. IV Arerisw o o o i AN i
Putnc Crovtar - ’ )

Mcnaa fﬂ r— - . - ’ At
Ve ron O baaS Ay - K27 . ComvamceB Guwn



o :EXHIBifl
/ New Jersey Mortgage Finance Agency-

1180 Raymond Boulevard . 23rd Floor Newark New Jersey 07102 201 648-2774

August 1982

“New Statewide Mortgage Assistance Program

~ Dear Mayor:

Last week the Administration of Governor Thomas H. Kean unveiled

a new, broad-based fiscal program to stimulate the state's depressed housing
jndustry. The first step in this effort will be a $100 to $200 million Mort-
gage Finance Agency (MFA) bond issue in October to pump funds into the home
mortgage market Th1s new mortgage program will prov1de funds: '

1/3 to E]\g1b1e Ne1ghborhoods of urban municipalities --
the existing Ne1ghborhood Loan. Program areas;

1/3zto new]y constructed homes statewxde,
1/3 to existing homes statew1de.

- The program will ut1]1ze MFA's ability to: sel] tax- ekemotvbonds and make -
funds ava11ab1e to 1enders for mortgage 1oans throughout the state. .

There will be no: 1essen1ng of the state's commi tment to. those urban-
areas where the MFA has made below market interest rate loans for the past
five years since a substantial portion of the available funds will be held
for loans in the Eligible Neighborhoods. Your mun1c1pa11ty is, as you know,
one of the 40 which: have heretofore participated in our Neighborhood Loan
Programs. o

There are two benefits to purchas1ng 1oans in the "targeted areas,"
as the NLP Eligible Neighborhoods are called:

]) buyers do not have to be f1rst t1me homebuyers. and k

2) purchase price 11m1ts are h1gher

Through this letter we wish to 1nform you of the expected timetable
for the ava11ab111ty of new mortgage funds and to request your continuing

~efforts in encourag1ng 1end1ng 1nst1tut1ons to join the program as loan
originators. ,
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- A1l lending institutions: and‘mahy mortgage companies have now
received a letter of invitation to participate, a1ong with the enclosed fact
sheet outlining the highlights of the new program. As in the past, the MFA
is providing an opportunlty for 1end1ng 1nst1tut1ons in the State of New -

~Jersey to become mortgage. originators in a program which has been successful
in increasing homeownersh1p in municipalities such as yours throughout the
state. Today, more than'ever, this partnersh1p is vital to the c1t1zens of
the State of New Jersey. !

Lenders have unt1] September 24, 1982'to return a commitment appli-
cation if they wish to part1c1pate. o :

- We suggest that you or your staff contact lenders baSed in your
communlty and impress upon them the desirability of becomlng a participant
in the new statewide mortgage program.

A copy of the map of the E]ig1b1e Ne1ghborhoods in your mun1c1pa1ity
is enc]osed . 5 .

If you have any quest1ons about th1s new program and how It may
d1ffer from previous MFA mortgage programs, do not hes1tate to ca]] me.

B N e S1ncere1y,

: Constance B.vGibson ‘
Lo . “Assistant Executive Director )
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New Jersey Mcr&gage Fmance Agency

1180 ‘Raymond Boulevard 23rd Floor Newark New Jersey 07102 201 648 2774

 September 30, 1982

' STATEWIDE MORTGAGE PROGRAM - 1 -

~ BULLETIN NO. 1

,»Dear Lender. v | "

It has recent1y come “to our attent1on that severa1 prospect1ve
SMP-1 part1c1pants have started to accept and process mortgage Ioan

yr'app11cat1ons 1n ant1c1pat1on of the upcom1ng program T

Th]S procedure is not acceptable to the Agency and 1enders who
have adopted this practxce should immediately cease acceptlng
«.app11cat1ons,v ‘ , ‘

v On or about October 15 1982, the Agency will not1fy all prospect1ve
“lenders of the amount of the1r comm1tment which has been accepted and -
- further provide each lender with a supply of forms which are necessary
for the or1g1natlon of mortgage 1oans under the program.

. Upon rece1pt of the Commitment Acceptance and programmat1c forms,
lenders may begin accepting mortgage Toan app]1cat1ons for prospective =
borowers under the program
Ve wou]d,apprecnate your‘anticipated cooperation in thisimatter;f'
‘Robert P. Sonzogni. .
Senior Mortgage Officer
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- .Boavdolouec(ou :

New Jersey Mortgage Finance Agency o

1180 Raymond Boulevard 23rd Floor -Newark, New Jersey 07102 201 648-2774.
October 15, 1982

Dear Part1c1pant

We are p1eased to adv1se you: that the Agency has concluded a
successful ‘sale of our bonds, the proceeds of wh1ch w111 be used to
finance the Statewide Mortgage Program - 1. L

Accord1ng]y, we are enclos1ng an executed Comm1tment App]xcat1on
Not1ce of Acceptance, together with an Agency check representing the
pro-rated cormitment fee refund in'the event that your comm1tment
request has been reduced. :

For participants who have reqUeSted a New: ConStruction commi tment,
we have enclosed a computer listing which indicates the amount of the
i commltment accepted for each particular deve]opment

Under no- c1rcumstances may program part1c1pants ‘transfer New
“Construction commitments between deve]opments w1thout the wr1tten
uconsent of  the Agency : :

w1th1n the next several weeks the Agency wi11 prov1de you thh
. -executed copies of ‘the Mortgage Purchase and Servicing Agreements, a]l
~ programmatic forms. and change pages to the proceduraT guides.

The bond clos1ng is scheduled for October 28, 1982, wh1ch w111 be
the inception date of the program. Participants are caut1oned that
loan applications should not be taken until you are.in receipt of all
necessary programmatlcforms and cnange pages to the procedura] gu1des

Should you have any quest1ons, please. do not heswtate to contact
Robert P. Sonzogn1, our Senior Mortgage 0ff1cer or myself

" Very tru]y yours.
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