Clarification Regarding Implementation of Changes to NIBP

Treasury announced certain changes to the New Issue Bond Program on September 1, 2010.  In connection with this announcement, revisions to the Appendices have been drafted to implement the changes to the NIBP.  On October 18, 2010, forms of the Appendices were disseminated to the HFAs participating in the NIBP.  The most recent modifications to the NIBP include several changes to the terms governing the interplay between Market Bonds and Program Bonds for purposes of setting maturity schedules, sinking fund schedules and how mortgage loan prepayments and recoveries are to be allocated between Market Bonds and Program Bonds for redemption.  These changes appear in Sections 2.7 and 2.8 of the form of Appendix.  The Treasury, its advisors and the GSEs carefully reviewed these provisions in light of the rate relock and other changes being made to NIBP and concluded these changes were necessary and appropriate to the spirit of NIBP.

The terms of an issue of Market Bonds are not required to conform to the changed terms of Sections 2.7 and 2.8 if either (1) or (2) below apply.

(1)        As of the close of business on October 18, 2010, an HFA has issued Market Bonds, executed a bond purchase agreement with an underwriter for the sale of Market Bonds or mailed a preliminary official statement or official statement for an issue of Market Bonds and one or more of the terms on which those bonds are or are to be issued do not conform with the changes made to Sections 2.7 and 2.8.  This exemption is intended to apply to those transactions that are effectively, if not actually, past the point of being changeable.

(2)        An HFA mails a preliminary official statement or official statement with respect to an issue of Market Bonds no later than October 26, 2010 and one or more of the terms on which those bonds are or are to be issued do not conform with the changes made to Sections 2.7 and 2.8.  This exemption is intended to allow the marketing, sale and closing of transactions that are very far along in their development and documentation.  This exemption is not an invitation for HFAs and their advisors to make further non conforming changes to the plan of finance for their Market Bonds, not covered by the plan of finance and the documentation as in existence on the close of business on October 18, 2010, as it relates to the new limitations of Sections 2.7 and 2.8.

If an HFA does not fit within either of the exemptions stated above and believes they have a special case for exemption, they should provide their GSE Point of Contact with an outline of their circumstances and suggested resolution no later than October 26, 2010.
