NYC FIDC

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

MEMORANDUM

TO: Members of the Audit Committee
FROM: Richard Froehlich

SUBJECT: Material for Audit Committee Meeting
April 16, 2012 at 1:30 p.m.

DATE: April 9, 2012

Attached please find the following materials for the Audit Committee meeting:

Proposed Agenda

Minutes of February 15, 2012 Meeting
First Quarter Financial Report (Unaudited)
Debt Report
Investment Report
Credit Report
HDC’s Purchasing Guidelines
Internal Audit Report

110 William Street, New York, NY 10038 tel: 212.227.5500 fax: 212.227.6865
info@nychde.com  www.nychde.com



NYCQ IDC

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

MEMORANDUM

" TO: Members of the Audit Committee
FROM: Richard Frochlich \}0/
SUBJECT: Agenda for Audit Committee Meeting

DATE: April 9, 2012

For the Audit Committee Meecting, which will take place on Monday, April 16th, at 1:30
p.m., I propose the following agenda: —

1. Roll Call

2. Approval of Minutes of the Meeting Held on February 15, 2012
3. First Quarter Financial Report (Unaudited)

4. Debt Report

5. Investment Report

6. Credit Risk Update

7. Approval of HDC’s Purchasing Guidelines

8. Submission of Internal Audit Report

9. Status of the Quality Assessment Report

10. Other Business

110 William Street, New York, NY 10038  tel: 212.227.5500 fax: 212.227 6865
mfo@nychdc com  www.aychde.com



MINUTES OF THE MEETING OF
THE NEW YORK CITY HOUSING DEVELOPMENT CORPORATION
AUDIT COMMITTEE

February 15th, 2012

A meeting of the Members of the Audit Committee of the New York City Housing
Development Corporation (the “Corporation”) was held on Wednesday February 15%
2011 at the offices of the Corporation, 110 William Street, 10" Floor, New York, New
York.

The meeting was called to order at 9:30 am by Mr, Felix Ciampa, Board Member, who
noted the presence of a quorum. Mr. Ciampa called for approval of the minutes from the
January 31st, 2012 meeting. The minutes were approved.

Mr. Ciampa turned to Mr. Rich Froehlich, Chief Operating Officer and General Counsel
of the Corporation to provide an overview of the agenda. Mr. Frochlich presented a brief
summary of the Corporation’s financial results from fiscal year 2011, Mr. Froehlich
noted that the Corporation’s profitability is based on four factors “FISS” which represent:
Fees, Investment Income, Spread and Securitization. Fees include origination, servicing
fees and funds collected as negative arbitrage on projects financed under the open
resolution; Investment Income has been greatly reduced during the financial crisis and its
aftermath, HDC invests bond proceeds mostly short term to be available to fund draws
for projects. Mr. Froehlich further noted that the Corporation doesn’t foresee any changes
in the near term. Nevertheless, Cash Management staff works very diligently to get the
best results possible and this is apparent in the 2011 results which are basically flat from
last year; Spread relates to the differences between the interest on HDC’s bonds vs. the
interest on our mortgages. Here the Corporation has benefited from low interest rates on
the floating rate bonds. The Corporation’s spread will go down in a higher rate
environment but would be offset by the higher returns on the investments.

Mr. Froehlich stated that HDC’s position is well hedged with a combination of a long
dated interest rate cap and the Corporation’s flexibility to invest at higher rates when
rates rise.

Mr. Froehlich noted that securitization does not really add to the Corporation’s
profitability but is a tool for HDC to monetize its net assets in a way to promote the
Mayor’s Housing Plan. By issuing more bonds the Corporation can leverage its spread
and additional mortgages previously made with the Corporation’s profits to raise
additional funds to subsidize affordable housing. Strict rules imposed by the Corporation
and monitored by the rating agencies are used to make sure that HDC does not over-
leverage its assets and take too much risk in this process. Mr. Froehlich concluded the
report noting that the 2011 numbers were greatly increased by the 421-a money coming
from Battery Park City. 2011 reflects money from two years contributions to the 200M
fund for subsidy loans. The Corporation expects to receive about 130M over the next 4
years and this will all contribute to HDC’s net assets as well as to the ability to make
more subsidy loans for the Housing Plan.



Mr. Ciampa then turned to Mr. Randy Nelson of Ernst & Young, to provide an overview
of the financial analysis booklet. Mr. Nelson noted that the Corporation’s assets doubled
from 2002-2011. Mr. Nelson further noted that the 421a funds are held as restricted net
assets. Mr. Nelson stated that investment earnings are down due to market conditions
and are based on accrued earnings. Mr. Nelson reported that the increase in expenses is
due to the OPEB obligation. He noted that the Corporation has done a great job keeping
expenses low, Mr. Nelson reported overall excellent growth in net assets. He noted that
the Corporation is in excellent financial shape. Mr. Froehlich noted that earnings in 20035
and 2007 were earnings paid out to Borrowers and not kept by HDC, now the situation is
the reverse since there are less stand alone deals and earnings from Bond proceeds
coming back to HDC. Mr, Nelson stated that next year GASB 63 requirements will take
effect and net assets will change to net position. He also noted that there may be an
additional requirement that is being floated for New York City however it has not been
approved yet.

Mr. Ciampa then turned to Ms, Ellen Duffy, Senior Vice President of Debt Issuance and
Finance to present the debt report for the month of January 2012, Ms, Duffy noted that
the Corporation did not issue any bonds during the month of January 2012, Redemptions
in January totaled $118.42 million from seven series of bonds, all in the Open Resolution.
HDC’s debt outstanding as of January 31, 2012 is approximately $8.45 billion. The
Corporation’s statutory debt capacity stands at $10.25 billion.

Mr. Ciampa then turned again to Ms. Duffy to provide the Corporation’s Investment
Report for February 1, 2012, Ms. Duffy noted that funds under management totaled
approximately $2.4 billion, consistent with the balances we have been experiencing this
year, The report reflects routine investment activity.

Mr. Ciampa then recognized Ms. Mary Hom, Deputy Director-Credit Risk, for the
counterparty credit risk exposure report. Ms. Hom reported that there were no changes to
the list of counterparties since the last report. The only downgrade of note was Moody’s
downgrade of various European sovereigns earlier in the week. Ms. Hom reported that
Moody’s downgraded six European sovereigns (Spain, Italy, Portugal, Malta, Slovakia,
and Slovenia) — none of which the Corporation had any exposure to. Ms. Hom noted that
Moody’s also revised the outlook to negative on three triple-A-rated European sovereigns
(France, Austria, and the U.K.). Ms. Hom reported that HDC has exposure to a couple of
French banks and one UK. bank. Ms. Hom continued her report by noting that HDC’s
largest counterparty exposure continued to be with Fannie Mae, followed by Citibank.
Investments rated double-A or higher were 47% of total investments (down from 51% at
the last report). The weighted average maturity was unchanged at 3.9 years. Ms. Hom
concluded her report by noting that exposure to liquidity providers was unchanged at
approximately $24 million.

Mr. Ciampa then turned the Member’s attention to Ms. Shirley Jarvis, Vice President of
Internal Audit to request the Members approval of the 2011 Annual Audit Committee
Report. Pursuant to the New York City (NYC) Comptroller’s, “Directive 227, the Audit
Committee is required to publish an annual report detailing its activities and decisions for
the prior calendar year by February 28. The report is a compilation of the minutes from
the Audit Committee meetings that occurred during the year ending 12/31/2011.



At 10:00 AM, with no further business, Mr. Ciampa moved to dismiss and the meeting
was adjourned.

Respectfully submitted,

Wk s

Violine Robgri:y
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NYCRTIDC

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

MEMORANDUM

TO: Members of the Audit Committee
FROM: Cathleen Baumann (“/{b
SUBJECT:  First Quarter (Unaudited) Financial Information as of January 31, 2012

DATE: April 9, 2012

I have attached our first quarter financial statements (unaudited), with a summary memo
from Controller Bharat Shah., These financial schedules cover the Corporation’s first
three months of fiscal year 2012, which is November 1, 2011 through January 31, 2012.
The combined Balance Sheet and Revenue and Expense Statements for the Corporation
and its subsidiaries are attached. In addition, the individual Balance Sheets and Revenue
and Expense Statements have also been included for HDC, HAC, REMIC and the Open
Resolution (HRB).

110 William Street, New York, NY 10038 tel: 212,227.5500 fax: 212.227.6865
info@nychdc.com www.nychdc.com



NYCRIDT

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

INTEROFFICE MEMORANDUM

To: Cathleen Baumann

From: Bharat Shah

Subject: Financial Informaton as of January 31, 2012
Date: Match 13, 2012

The Accounting Division has prepared financial schedules (unaudited) coveting the
Corporation’s first three months of fiscal year 2012, which is November 1, 2011 through
January 31, 2012. The combined Balance Sheet and Revenue and Expense Statements for
the Corporation and its subsidiaties ate attached. In addition, the individual Balance Sheets
and Revenue and Expense Statements have also been included for HDC, HAC, REMIC,
Open Resolution (HRB), New Issue Bond Program (NIBP) and the Mini Open Coop.
Preceding the statements are Financial Highlights and an Overview that summatize the
major components of the financial statements,

cc: Richard Froehlich



NEW YORK CITY HOUSING DEVELOPMENT CORPORATION

Financial Highlichts and Overview of the Financial Statements
First Quarter as of 01/31/2012(unaudited)

Financial Highlights

¢ HDC*s growth in assets and liabilities continued from last year through the first quarter of
FY 2012 due to ongoing financing activities.
- Fifteen bond series were sold totaling $361.1 million during the first quarter, In
addition the remaining amount of bonds allacated to the Corporation under the
Federal New Issue Bond Program (NIBP), were converted into three series of tax
exempt bonds totaling $233 million. '
¢ Total assets of $11.84 billien, a decrease of $7.9 million or 0.07% from FYE 2011 which
includes: :
- Cash and investments of $2.23 billion
- Mortgages, notes and loan participation interest receivable and purpose investment
of $9.46 billion :
- Other assets (including $25.1 million Acerued Interest Receivable) totaling $155.0
million
o Total liabilities of $10.38 billion, a decrease of $26.6 million or 0.3% from FYE 2011
- Bonds payable (net) of $8.45 billion
- Payable to New York City of $873.1 million
- Payable to Mortgagors of $499.1 million
- Other Liabilities (including $34.1 million Accrued Interest Payable) totaling $562.0
million
¢ Total net assets of $1.46 billion, an increase of $18.6 million or 1.3% from FYE 2011
¢ Net income of $18.6 million for the first three months of FY 2012, an increase of $3.5
million over the same period last year, '

Overview of Assets and Liabilities

* The decrease in total assets by net of $7.9 million is mainly due to the following:

o Cash and investments decreased by $178.5 million. In spite of the issuance of
fifieen new bond series in this period totaling $361.1 million, the decrease was
mainly due to unscheduled full and partial bond redemptions totaling to $333.8
million, as well as mortgage loan advances.

o Mortgages, notes, loan participation interest receivable, and purpose investment
increased by $168.0 million due to the ongoing lending activities of the
Corporation,

© Other asseis increased by a net $2.5 million mainly due to an increase in
accrued interest receivable of $0.5 million, an increase of $1.0 million in other



receivables, an increase of $1.2 million in unamortized issuance costs, and a
decrease of $0.1 million each in fixed assets and other assets. '

* The decrease in total liabilities by $26.6 million is mainly due to the following:

o - Bonds payable decreased by a net $39.2 million. The Corporation issued fifteen
new bond series during the period of November 1, 2011 thru Janvary 31, 2012
totaling $361.1 million. During this period, a total of $398.7 million of bond
principal payments were made, Of the bond payments made, $167.9 million
were full redemptions, $165.9 million were from partial redemptions, and $64.9
million were scheduled payments,

o A net increase in the Payable to New York City by $8.0 million mainly because
of: :

* An increase of $8.4 million in administering the construction and
permanent loans on behalf of HPD and HAC. '

* A decline of $1.3 million related to the 2006 Series A bonds which
includes non-operating revenues of $1.25 million and $0.05 million of
Credit Facility fees.

* An increase of $0.9 million in the Mitchell Lama Loan participating
interests. :

o A net increase in the Payable to Mortgagors of $24.0 million primarily due to
the following:

" Anincrease in mortgage loan prepayments of $16.9 million.

" An increase in Escrow, R for R and other reserve collections of $9.9
million,

" Adecrease in developer equity deposits for HPD loans by $2.8 million.

o Other liabilities declined by a net $19.4 million mainly due to the following;

* A decrease in Bond Interest Payable of $31.9 million mainly due to the
semiannual November 1% debt service payment. Additionally, interest
rates have remained low on the variable rate bonds.

* An increase in Deferred Fees of $3.5 million mainly due to an increase in
HDC fees and bond issuance costs collected for the new bond series.

" Anincrease in accounts and other payables of $8.2 million mainly due to
mortgage advances funded by other entities as part of a construction loan
participating agreement.

" An increase of $0.8 million on restricted investment earnings resulting
from earnings on prepayment funds held to retire NYCHA related bonds.

* The increase of total net assets by $18.6 million reflects the Corporation’s normal operating
activities during the first quarter of fiscal year 2012, ‘



Overview of Revenues and Expenses - Comparison of first 3-months of
FY 2012 & FY 2011

Excess of revenues over expenses was $18.6 million for the period November 1, 2011 through
January 31, 2012, compared to the same period of FY 2011 when it was $15.1 million.

o Total revenues increased by $4.1 million or 6.8% mainly due to the following:
- © Mortgage interest on loans increased by $3.9 million or 8.7% compared to the

same period last year, mainly due to the increase in the mortgage loan portfolio,

o Fees and charges increased by net $0.2 million, mainly due to the amortization
of commitment fees,

o Income on Participation Interests declined slightly; there were no prepayments
of loans in Mitchell-Lama participation programs during this period. Investment
Earnings declined by a minimal amount as the investment portfolio declined due
to bond redemptions and mortgage loan advances. In addition short term interest
rates remained low during the period.

» Total expenses increased by $0.2 million, compared to the same period last year as a result
of the following:

o Bond interest and amortization decreased by a net of $0.2 million. An increase
in bond inferest expenses of $1.2 million was offset by a $1.4 million increase
in amortization of discount, premium, and cap fees due to the redemptions of
$333.8 million in bonds during this period.

o Debt issuance costs and deferred bond refunding costs increased by $0.5 million
because of the recent bond financings and refunding activities during the quarter
compare to same period last year,

© Minimal increases in salaries and related expenses, and trustees and other fees
were offset by a $0.2 million decrease in corporate operating expenses,

¢ .Non-operating revenues (expenses) decreased by $0.4 million mainly due a decrease in
revenues earned on additional principal collection utilized for bond interest payments of
the 2006 Series A bonds, and minimal net increase in the amortization of the bond spread
and participation interest expense.
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