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: ¢s of material misstatement of the financial statements, whether
due to fraud or error. In ing those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion,.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Corporation as of October 31, 2018 and the changes in financial
position and its cash flows for the year then ended in conformity with U.S. generally accepted
accounting principles,

Other Matters

Report on Summarized Comparative Information

We have previously audited the Corporation’s 2017 fi tements, and we expressed an
unmodified audit opinion on those audited financial statéments in our report dated January 29,
2018. In our opinion, the summarized comparative information presented herein as of and for the
year ended October 31, 2017 is consistent, m"all ‘material respects, With the audited financial
statements from which it has been derived. i

Required Supplementary Information

Analysis, the Schedule of Changes in t
the Corporatlon ] OPEB C trlbutlons

nsion Contributions, as listed
ic financial statements. Such

information, although
Accounting Standards
placmg the

statements, and”" ther knowlédg we obtained durmg our audit of the basic ﬁnanmal statements.
We do not express.an opinion o f,»;pI’OVlde any assurance on the information because the limited
procedures do not- provxde us w1th sufficient evidence to express an opmlon or provide any
assurance. i o

Supplementary Informatioﬁ'

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Corporation’s basic financial statements. The accompanying Schedule
of Net Position for the Housing Revenue Bond Program and Multi-Family Secured Mortgage
Revenue Bond Program as of October 31, 2018 and 2017 and the Schedule of Revenue, Expenses
and Changes in Net Position for the years then ended, as listed in the table of contents, are
presented for purposes of additional analysis and are not a required part of the basic financial
statements.



Such information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial statements, Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States. In our
opinion, the information is fairly stated, in all material respects, in relation to the basic financial
statements as a whole.
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Management and Audit Committee
New York City Housing Development Corporation

In planning and performing our audit of the financial statements of the New York City Housmg
Development Corporation (the “Corporation™) as of and for. the year ended October 31, 2018, in
accordance with auditing standards generally accepte he United States, we considered its
internal control over financial reportmg (internal cont s a basis for designing our auditing
procedures for the purpose of expressmg our opinjon financial statements, but not for the
purpose of expressing an opinion on the effec veness of the Agencies’ internal control.
Accordingly, we do not express an opinion on:theé: effective fthe Agencies’ internal control.
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Report of Independent Auditors

Management and the Members of the
New York City Housing Development Corporation

Report on the Financial Statements

We have audited the accompanying financial statement New York City Housing
Development Corporation (the “Corporation”), a com i of New York, as of

Management is responsible for the prepariti ir présentation of these financial statements
in conformity with U.S. generally ace les; this includes the design,
implementation, and maintenance of o the preparation and fair

presentation of financial statements that ar sstatement, whether due to fraud or
error.

Auditor’s Responsi

Our responsibili _ inancial statements based on our audit. We
conducted qur:audi andards generally accepted in the United States

and th S ' icab financial audits” contained in Government Auditing Standards,

ttements. The procedures selected depend on the auditor’s judgment,
the risks of material misstatement of the financial statements, whether
due to fraud or erro making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control.

Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion
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obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.



Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Corporation’s basic financial statements. The accompanying Schedule
of Expenditures of Federal Awards, as required by Title 2 U.S. Code of Federal Regulations Part
200, Umform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, is presented for purposes of additional analysis and is .
financial statements.

. anagement and was
derived from and relates directly to the underlying acebun &ds used to prepare
the basic financial statements. Such information ¢ iti
applied in the audit of the basic financial state

comparing and reconciling such information d and other
records used to prepare the basic financial state ) the basic financial statements
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fairly stated, in all material respects, in
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, 2019 on g} i i0] Poration’s internal control over financial reporting

and compliance and the results of that testing,
the effectiveness of the Corporation’s internal control over
e. That report is an integral part of an audit performed in
tandards in considering the Corporation’s internal control
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New York City Housing Development Corporation

Schedule of Expenditures of Federal Awards

Year Ended October 31, 2018

Federal
Federal Grantor/Pass-Through CFDA
Grantor/Program or Cluster Title Number ,

U.S. Department of Housing and
Urban Development
Direct Program:
Interest Reduction Payments —
Rental and Cooperative Housing
for Lower-Income Familie;

$ 26,136,762

- 14.269 N/A 133,139,149

$ 159,275,911

See accompanying n schedule of expenditures of federal awards.
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New York City Housing Development Corporation

Notes to Schedule of Expenditures of Federal Awards

October 31,2018
1. Basis of Accounting
The accompanying Schedule of Expenditures of Federal Awards{ ' FA”) presents the financial
activity of the federally assisted programs of the New Housing Development
Corporation as of and for the year ended October 31, 2078 ation in the SEFA is

200, Uniform Administrative Requirements, Cost Prifici irements for Federal
Awards. Because the SEFA presents only a selec f
it is not intended to and does not present the fify
flows of the Corporation.

st'principles of OMB Circular
: the cost principles contained in
not allowable or are limited as

The City of New Yorke ?v;ugh the New York City Department of Housing Preservation and
Development (“HPD %?é%plied for and was awarded funds from the United States Department of
Housing and Urban Development (“HUD”) under the Hurricane Sandy Community Development
Block Grant Disaster Recovery Grants (“CDBG-DR”) program. On October 29, 2013, the
Corporation executed a subrecipient agreement with HPD in which the Corporation is responsible
for implementing and administering a portion of the Multi-Family Rehabilitation Loan Program
(the “Program”). The Program is intended to lend CDBG-DR funds to eligible owners of eligible
buildings for eligible work under CDBG-DR and Program regulations.
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New York City Housing Development Corporation

Notes to Schedule of Expenditures of Federal Awards (continued)

4. Hurricane Sandy Community Development Block Grant Disaster Recovery Grants
(continued)

The below table summarizes the loan commitments and loans receivable at October 31, 2018. Loan
commitments are not included in the SEFA until funds are advanced tosthe borrower.

Loans
Receivable
November 1, Loan Loans Regé aining Loan
Property 2017 Advances October® i Total
Sam Burt $ 1,202,939 § 6,060,768 12,221,875
334 Beach 54t Street 710,935 710,935
Metro East 99% Street 600,000 600,000
9501 Rockaway Blvd 734,037 ; L 734,037
Dayton Tower Co-op 18,208,627 7,186,7- 2,920,556 28,315,907
Sons of Ttaly 363,396 - - 363,396
Village East Towers 3,510,582 4,415,703 1,455,994 - 9,382,279
Riverbend 4,358,106 5,348,985 379,909 10,087,000
Arverne/Nordeck Apts 18,406,633 ' 811,794 48,455,796
Brighton House 875,345 12,306,853 16,575,000
Arverne View (Ocean Village) 1,853,790 3,187 4,200,000
Dayton Beach Park 34,337,621 55,000,000
Haven Plaza 5,795,694 9,225,000
Total 62,969,776 $§ 195,871,225

Pursuant to the %
administrative cos

rporation may be reimbursed for general
, the program. This amount cannot exceed

$4,854,940 over the 11 es on the SEFA include $237,700 of general
administrative: ‘ ( o1t %““ during the year ended October 31, 2018.
Cumulatiye | rative costs to ﬁvate are $2,422,564.
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Report of Independent Auditors on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Management and the Members of the
New York City Housing Development Corporation

We have audited, in accordance with auditing standards ge
and the standards applicable to financial audits contained®
issued by the Comptroller General of the United States »
City Housing Development Corporation (the Corpo the City of New
York, which comprise the statement of net po :
statements of revenues, expenses and changes i1
ended, and the related notes to the financial statem
, 2019.

pted in the United States

d cash flows T e year then
ssued our report thereon dated

Internal Control Over Financial Ren

In planning and performing
internal control over fina
are appropriate in the cj

¢ eonsidered the Corporation’s

nine the audit procedures that
Ing our opinion on the financial
ing an opinion on the effectiveness of the
10t express an opinion on the effectiveness of

Xists when the*design or operation of a control does not allow
rmal course of performing their assigned functions, to prevent,
a timely basis. A material weakness is a deficiency, or
n intemabcontrol, such that there is a reasonable possibility that a
tity’s financial statements will not be prevented, or detected and
A significant deficiency is a deficiency, or a combination of
hat is less severe than a material weakness, yet important enough
farged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

~ As part of obtaining reasonable assurance about whether the Corporation’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and matenal effect on the determmatlon of financial statement amo < However, providing an

compliance and the result of that testing, and not L
entity’s internal control or on compliance. This repo gsral part of an audit performed in
accordance with Government Auditing i ing the entity’s internal control and

90



Report of Independent Auditors on Compliance for Each
Major Federal Program and Report on Internal Control
Over Compliance Required by the Uniform Guidance

Management and the Members of the
New York City Housing Development Corporation

Report on Compliance for Each Major Federal Program

compliance with the types of compliance requirements dése i ice of Management
and Budget (OMB) Compliance Supplement that » teri
Corporation’s major federal program for the ye . 4he, Corporation’s
major federal program is identified in the tion of the
accompanying schedule of findings and questione

Management’s Responsibility

Management is responsible for complia th o 4 egulations and the terms and
conditions of its federal awards applicableo.i

Auditor’s Responsibi

Our responsibility i§ o' ¢ : ini ' pliance for the Corporation
program based on : pli
conducted our audit of compli ceorda with'auditing standards generally accepted in the
United Sta i to finanéial audits contained in Government Auditing
er General of the United States; and the audit requirements of
ations Part 200, Uniform Administrative Requirements, Cost
ederal Awards (Umform Guldance) Those standardsand

ith the types of compliance requirements referred to above that
1 effect on a major federal program occurred An audit includes

We believe that our audit provides a reasonable basis for our opinion on compliance for the major
federal program. However, our audit does not provide a legal determination of the Corporation’s
compliance.

91



Opinion on Each Major Federal Program

In our opinion, the Corporation complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its major federal

program for the year ended October 31, 2018.
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Report on Internal Control Over Compliance

Management of the Corporation is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered the Corporatlon s internal control over
compliance with the types of requirements that could have a direct anddiaterial effect on the major
federal program to determine the auditing procedures that are app ate in the circumstances for
the purpose of expressing an opinion on compliance for the maj ral program and to test and
report on internal control over compliance in accordance wi j Guidance, but not for

Accordingly, we do not express an opinion on the ' Corporation’s internal
control over compliance.

the normal course of performing
their assigned functions, to prevent, or detect and noncompliance with a type of
i is. A material weakness in internal

ce with a type of compliance

d to identify all deficiencies in internal control
ial weaknesses or significant deficiencies. We did not identify
over compliance that we consider to be material weaknesses.
15t that have not-been identified.

ernal control over compliance is solely to describe the scope of
over compliance and the results of that testing based on the
Guidance. Accordingly, this report is not suitable for any other

requirements of t
purpose.

, 2019
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New York City Housing Development Corporation

Schedule of Findings and Questioned Costs

For the Year Ended October 31, 2018

Section I — Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued on whether the
financial statements audited were prepared in
accordance with GAAP (unmodified, qualified,
adverse or disclaimer):

Internal control over financial reporting:
Material weakness(es) identified?

No

Significant deficiency(ies) identifie V None reported
Noncompliance material to financial st v No
noted?
Federal Awards
Internal control over
Yes ‘/ No

Yes \ None reported

Unmodified

Yes v No

CFDA Number ‘ Name of Federal Program or Cluster

14.269 CDBG - Disaster Recovery Grants Cluster:
Hurricane Sandy CDBG Diaster Recovery
Grants

Dollar threshold used to distinguish between Type A
and Type B programs: ‘ $ 907,069

Auditee qualified as low-risk auditee? y Yes No

94



New York City Housing Development Corporation

Schedule of Findings and Questioned Costs (continued)

Section Il - Financial Statement Findings

No matters were reported.

Section III — Federal Award Findings and Q

No matters were reported.
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SCHEDULE OF INVESTMENTS

New York City Housing Development Corporation
October 31, 2018
With Report of Independent Auditors
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New York City Housing Development Corporation
Schedule of Investments

October 31, 2018
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Report of Independent Auditors

Management and the Members of the
New York City Housing Development Corporation

Report on the Schedule of Investments
We have audited the accompanying Schedule of Investments for the New York City Housing

Development Corporation (the “Corporation”), a component unit of the City of New York, as of
October 31, 2018 and the related notes.

Management’s Responsibility for the Financial Schedulg

Schedule of Investments

Management is responsible for the preparation and fair pres
in conformity with U.S. generally accepted acc
implementation, and maintenance of internal
~ presentation of the Schedule of Investments:tk
fraud or error.

Auditor’s Responsibil,

- Schedule of Investments based on our audit. We
conducted our audit in acc uditing standards generally accepted in the United States
and the standards applicablé | cial audits contained in Government Auditing Standards,
issued by the Comptroller Gengral of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the Schedule of Investments is free
of material misstatement.

Our responsibility is to e

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the Schedule of Investments. The procedures selected depend on the auditor’s
Jjudgment, including the assessment of the risks of material misstatement of the Schedule of
Investments, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the Schedule of
Investments in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the Schedule of Investments.

PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY



We believe that the audit evidence we have obtained is sufﬁcxent and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the Schedule of Investments referred to above presents fairly, in all material
respects, the investments of the Corporation at October 31,2018, in conformity with U.S. generally
accepted accounting principles.

Report on the Financial Statements as of October 31, 2018

We have audited, in accordance with auditing standards generally accepted in the United States
and Government Auditing Standards, the financial statements of the Corporation as of and for the
year ended October31, 2018, and our report thereon , 2019, expressed an
unmodified opinion on those financial statements.

In accordance with Government Auditing Sta ed our report dated
, 2019 on our consideration of the € i trol over financial reporting
and on our tests of its compliang w1th regulations, contracts and grant
agreements and othe - '
report is solely to de
compliance and the results,
Corporation’s internal contt
part of an audit performed®
Corporation’s internal cont
of Investments.

al control over financial reporting and
to provide an opinion on the effectiveness of the
rting or on compliance. That report is an integral
with Government Auditing Standards in considering the
ncial reporting and compliance with respect to the Schedule

, 2019
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Report of Independent Auditors on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of the Schedule of Investments Performed in
Accordance with Government Auditing Standards

Management and the Members of the
New York City Housing Development Corporation

We have audited, in accordance with auditing standards generally accepted in the United States
and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the:Sc le.of Investments of the New
York City Housing Development Corporation (the ” Corpotatio; component unit of the City
of New York, as of October 31, 2018, and the related note 1edule of Investments, and
have issued our report thereon dated

Internal Control Over Financial Reportin

Investments, we considered the
ititernal control) to determine the audit
ces for the purpose of expressmg our opinion on
rpose of expressing an opinion on the effectiveness
ccordlngly, we do not express an opinion on the

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s Schedule of Investments will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Corporation’s Schedule of
Investments is free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, grant agreements, investment policies established by the
Corporation and the New York State Comptroller’s investment guideline requirements as
presented in Section 201.3(c) of the Accounting, Reporting and Supervision Requirements for
Public Authorities, noncompliance with which could have a direct and material effect on the
determination of Schedule of Investment amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of this Repoft

ing of internal control and
n the effectiveness of the

The purpose of this report is solely to describe the scopé
compliance and the result of that testing, and not to provide!
entity’s internal control or on compliance This rep i

s internal control and

PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY



New York City Housing Development Corporation

Schedule of Investments
(In Thousands of Dollars)

October 31, 2018
Purpose investments $ 29,081
Restricted investments 2,517,462
Unrestricted investments 135,589
Total investments : $ 2,682,132

The accompanying notes are an integral part of this schedule.

PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY



New York City Housing Development Corporation
Notes to Schedule of Investments

October 31, 2018

1. Background and Oi‘ganization

The accompanying Schedule of Investments includes the investments of the New York City
Housing Development Corporation (the “Corporation” or “HDC”) and its component units, the
New York City Housing Assistance Corporation (“HAC”) and the New York City Residential
Mortgage Insurance Corporation (“REMIC”).

HDC is a corporate governmental agency constituting a public benefit corporation organized
and existing under the laws of the State of New York (the “State’«fj). The Corporation is also a tax-

to isions of Article XII of the
inue in existence for at least

gatlons The bonds, notes and debt obligations of the

issuance of bonds, notes®
¢ State or the City of New York (the “City”).

Corporation are not debts

Pursuant to Governmental Accounting Standards Board (“GASB”) Codification 2100, Defining
the Financial Reporting Entity, the Corporation’s financial statements are included in the City’s
financial statements as a component unit for financial reporting purposes.

HAC is a public benefit corporation established pursuant to Section 654-b of the Act as a
subsidiary of the Corporation.

HAC is empowered to receive monies from any source, including, but not limited to, the
Corporation, the City or the State, for the purpose of assisting rental developments to maintain
rentals affordable to low and moderate-income persons for whom the ordinary operation of private
enterprise cannot supply safe, sanitary and affordable housing accommodations. In order to
accomplish this objective, HAC may transfer, lend, pledge or assign these monies to any rental
development or assist the Corporation in financing such developments. As a subsidiary of HDC,
HAC’s functions are administered by the Corporation and its Board Members substantlally overlap
with HDC’s Board Members, so it is reported as a blended component unit in HDC’s financial
statements.
PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY



New York City Housing Development Corporation

Notes to Schedule of Investments (continued)

REMIC is a public benefit corporatlon established pursuant to Section 654-d of the Act as a
subsidiary of HDC. REMIC is the successor entity to the New York City Rehabilitation
Mortgage Insurance Corporation (“Old REMIC”), which was dissolved on January 27, 1993.
REMIC has the authority to insure residential mortgage loans throughout the City in order to
promote the preservation of neighborhoods which are blighted, are becoming blighted or may
become blighted, to discourage divestment and encourage the investment of mortgage capital in
such neighborhoods and to provide safe, sanitary and affordable housing accommodations to
persons and families for whom the ordinary operations of private enterprise cannot supply such
accommodations.

2. Summary of Significant Accounting Policies for Investments

Investments

[ %E%a or less are reported
f Investiients. All investments

© accrued interest.

Purpose Investments

As part of its financing activities, HDC has made three housing development loans that are
secured by GNMA certificates rather than mortgages on the related properties. The GNMA
certificates provide payments at such times and in such amounts as to fully repay the respective
HDC loans, and are the only source of repayment for these loans. The GNMA certificates are
treated under U.S. Treasury regulations as acquired program obligations. The GNMA certificates
are classified in the Schedule of Investments as purpose investments and identified separately
from other investments and restricted investments in the schedule. However, interest earned on
the GNMA certificates is included in investment income.

The Corporation’s policy is to record GNMA certificates at amortized cost, which amounted to
$29,081,000 at October 31, 2018. The fair value of these purpose investments amounted to
$29,067,000 at October 31, 2018.

3. Investments

The Corporation is authorized to engage in investment activity pursuant to the Act and the
Corporation’s respective bond resolutions. Investment policies are set for the Corporation by the

PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY
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New York City Housing Development Corporation

Notes to Schedule of Investments (continued)

. Members of the Corporation on an annual basis, through the annual adoption of written investment
guidelines. Investments are reviewed on a periodic basis by the Corporation’s Audit Committee.
Day-to-day investment decisions are made by the Corporation’s Investment Committee. The
Corporation principally invests in securities of the United States and its agencies, open time
deposits (“OTDs”) in the form of investment agreements, demand accounts, and repurchase
agreements. In fiscal year 2018, HDC continued investing in taxable municipal bonds of New York
State and New York City, consistent with the Corporation’s statute and Investment Guidelines.
The Corporation did not enter into any reverse repurchase agreements during the year ended
October 31, 2018. Management of the Corporation is not aware of any violations of any provisions
of the foregoing policies.” -

All securities, other than securities held by the respegti
bondholders, were held by the Corporation or its agents in the

&7 other than purpose
follows:

6-10 More than 10

(In Thousands)
Money Market and NOW $— $— $—
Accounts
FHLMC Bonds 395,379 313,326 25,013 26,943
FHLB 42,840 569,992 —_ —
U.S. Treasury (Bonds, 331,839 3,559 — —
Notes, Bills) h
NYS/NYC Municipal Bonds* 184,583 12,904 119,576 — 52,103
FFCB 180,297 98,757 81,540 — —
Fixed Repurchase Agreements 147,752 147,752 — — —
FNMA Bonds 132,087 24,694 107,393 — —
Term repurchase Agreements 14,249 14,249 — — —
Sub-total $4,771,303 3,471,858 1,195,386 25,013 79,046
Less amounts classified as
cash equivalents (2,565,163) (2,565,163) — — —
Total investments $2,206,140 $906,695 $1,195,386 $25,013 $79,046

* Note: These are mostly Variable Rate Demand Obligation (“VRDO ") instruments, which can be put weekly.

Total investments recorded on the Schedule of Investments at October 3 1,2018 of $2,653,051,000
is made up the following: (a) investments recorded at fair value of $2,206,140,000, (b) certificates
of deposits in the amount of $254,994,000 and (c) open time deposits in the amount of
$191,917,000.

PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY



New York City Housing Development Corporation

Notes to Schedule of Investments (continued)

HDC categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the assets. Level 1 inputs are quoted prices in active markets for identical
assets, Level 2 inputs are significant other observable inputs, and Level 3 inputs are significant
unobservable inputs.

The Corporation has the following recurring fair value measurements as of October 31, 2018:

* NYC/NYS Municipal securities of $184,583,000 are valued using quoted market prices
(Level 1 inputs)

» U.S. Treasury securities of $335,398,000 are valy
inputs (Level 2 inputs) '

xposure to fair value losses arising from rising
idelines charge the Investment Commlttee with

investment purposes...” among t tactors. Thus, maturities are matched to the Corporation’s
liquidity needs. As part of the @orporation’s investment policies, it looks to invest its bond and
corporate related reserves in long term securities that carry a higher yield, with the intent to hold
the investments to maturity.

Credit Risk: The Corporation’s investment guidelines and policies are designed to protect principal
by limiting credit risk. This is accomplished by making decisions based on a review of ratings,
collateral, and diversification requirements that vary according to the type of investment.

As of October 31, 2018, investments in Federal National Mortgage Association (“FNMA” or
“Fannie Mae”), Federal Home Loan Mortgage Corporation (“FHLMC” or “Freddie Mac”) and
Federal Home Loan Bank (“FHLB”) were rated by Standard & Poor’s and/or Moody’s Investors
Service (Fannie Mae, Freddie Mac and FHLB are collectively referred to as “Agency”). These
ratings were AA+ and A-1+ by Standard & Poor’s, and Aaa and P-1 by Moody’s for long-term
and short-term instruments, respectively. Investments in Fannie Mae, Freddie Mac and FHLB are
implicitly guaranteed by the U.S. government. They carry ratings equivalent to the credit ratings
for the U.S. government. Some investments were not rated by Fitch Ratings. Of the investments
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New York City Housing Development Corporation

Notes to Schedule of Investments (continued)

- that were rated by Fitch Ratings, they carried ratings from AAA to F2. Money market accounts
are either backed by collateral held by the provider or letters of credit provided by third parties.

Ratings for NYS/NYC municipal bonds are usually the highest rated securities held at HDC. The
ratings by Standard and Poor are ranged from AAA to A; Moody’s ranged from Aaa to Aa2 and
Fitch Ratings Service ranged from AAA to AA. Money market, open time deposits and
Repurchase Agreements in the form of OTDs are not rated; however, the providers are rated.

Custodial Credit Risk: For investments, custodial credit risk is the risk that in the event of the
failure of the counterparty, the Corporation will not be able to recover the value of its investments
or collateral securltles that are 1n the possessmn of the out deﬂparty Investment securities are

Corporation.
As of October 31, 201 ) the a of $30,093,000, repurchase agreements
in the amount of $162,0 ' posrcs in the amount of $254,994,000 and demand

e’collateralized by high quality instruments such as
1lls, and Agency investments and letters of credits held by
¢ of the Corporation. A portion of collateral supporting the
FHLB letters of credit.

accounts in the amount 0.
U.S. Treasury Notes, U.St
the Corporation’s agent in ]
demand accounts was in the

For deposits, custodial credit risk is the risk that in the event of a bank failure the Corporation’s
deposit may not be returned to it. HDC bank deposits amounted to $25,494,000 at October 31,
2018, of which $24,664,000 was uninsured by the Federal Deposit Insurance Corporation
(“FDIC”) and uncollateralized. Correspondingly, $15,159,000 was secured in trust accounts,
which are protected under state law and $10,334,000 was held in demand deposit accounts
(“DDA”). HDC limits its deposits to highly rated institutions, and such deposits are either in trust
accounts or partially insured through the FDIC. The maximum coverage of $250,000 is available
to depositors under the FDIC’s general deposit insurance rules. All of the Corporation’s funds held
in the DDA are subject to this provision.

Concentration of Credit Risk: The Corporation follows its annually adopted investment
guidelines in accordance with concentration limits. The Corporation reviews its credit
concentration monthly. The Corporation’s Credit Risk unit monitors concentration risk amongst
issuers and reports regularly to the Members of the Corporation’s Audit Committee.

PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY
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New York City Housing Development Corporation

Notes to Schedule of Investments (continued)

The followmg table shows issuers that represent 5% or more of the total investments at October 31,
2018 (dollars in thousands):

Dollar

Issuer Amount Percentage
FHLMC $760,661 14.58%
NY Community Bank 675,319 12.94
FHLB 612,832 11.74
Signature Bank 513,613 9.84
Sterling National Bank(*) 399,627 7.66
Customers Bank(*) 338,055 6.48

it collateral held at FHLB as the
Corporatzon 's collateral agent.

PRELIMINARY AND TENTATIVE FOR DISCUSSION ONLY
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With Report of Independent Auditors
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New York City Housing Development Corporation
Report on Compliance With Specified Minimum Servicing Standards

October 31, 2018
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Report of Independent Accountants

The Members of the
New York City Housing Development Corporation

We have examined management’s assertion, included in the accompanying Report of Management
on Compliance, that the New York City Housing Development Corporation (the Corporation)
complied with the servicing standards identified in Exhibit A (the specified minimum servicing
standards) to the Report of Management on Compliance, as set forth in the Mortgage Bankers
Association of America’s Uniform Single Attestation Program for Mortgage Bankers (USAP) for
the year ended October 31, 2018. Management is responsible for the Corporation’s compliance
with the specified minimum servicing standards. Our responsibility is to express an opinion on
management’s assertion about the Corporation’s compliance based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. Those standards require that we plan and
perform the examination to obtain reasonable assurance about whether management’s assertion
about compliance with the specified minimum servicing standards is fairly stated, in all material
respects. An examination involves performing procedures to obtain evidence about whether
management’s assertion is fairly stated, in all material respects. The nature, timing, and extent of
the procedures selected depend on our judgment, including an assessment of the risks of material
misstatement of management’s assertion, whether due to fraud or error. We believe that the
evidence we obtained is sufficient and appropriate to provide a reasonable basis for our opinion.

Our examination does not provide a legal determination on the Corporation’s compliance with the
specified minimum servicing standards.

In our opinion, management’s assertion that the Corporation complied with the servicing standards
identified in Exhibit A (the specified minimum servicing standards) for the year ended October 31,
2018 is fairly stated, in all material respects.

This report is intended solely for the information and use of management, the Members of the

Corporation, and the Office of the State Comptroller of the State of New York and is not intended
to be and should not be used by anyone other than these specified parties.

January , 2019
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Report of Management on Compliance

January __, 2019

We, as members of management of the New York City Housing Development Corporation (the
Corporation), are responsible for complying with the servicing standards identified in the attached
Exhibit A (the specified minimum servicing standards) as set forth in the Mortgage Bankers
Association of America’s Uniform Single Attestation Program for Mortgage Bankers (USAP). We
also are responsible for establishing and maintaining effective internal control over compliance
with the specified minimum servicing standards. We have performed an evaluation of the
Corporation’s compliance with the specified minimum servicing standards as of October 31, 2018
and for the year then ended. Based on this evaluation, we assert that as of October 31, 2018 and
for the year then ended, the Corporation complied with the specified minimum servicing standards
and had in effect fidelity bonds in the amount of $3 million and is self-insured for errors and
omissions.

Cathleen Baumann
Senior Vice President & Treasurer
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Exhibit A

Specified Minimum Servicing Standards

Custodial Bank Accounts

1.

Reconciliations shall be prepared on a monthly basis for all custodial bank accounts
and related bank clearing accounts. These reconciliations shall:

a. Be mathematically accurate.
b. Be prepared within forty-five (45) calendar days after the cutoff date.

c. Bereviewed and approved by someone other than the person who prepared the
reconciliation.

d. Document explanations for reconciling items. These reconciling items shall be
resolved within ninety (90) calendar days of their original identification.

2. Funds of the servicing entity shall be advanced in cases where there is an overdraft in
an investor’s or a mortgagor’s account.

3. Each custodial account shall be maintained at a federally insured depository institution
in trust for the applicable investor. ’

4. Escrow funds held in trust for a mortgagor shall be returned to the mortgagor within
thirty (30) calendar days of payoff of the mortgage loan.

Mortgage Payments

1. Mortgage payments shall be deposited into the custodial bank accounts and related
bank clearing accounts within two business days of receipt.

2. Mortgage payments made in accordance with the mortgagor’s loan documents shall be
posted to the applicable mortgagor records within two business days of receipt.

3. Mortgage payments shall be allocated to principal, interest, insurance, taxes or other
escrow items in accordance with the mortgagor’s loan documents.

4. Mortgage payments identified as loan payoffs shall be allocated in accordance with the

mortgagor’s loan documents.



Specified Minimum Servicing Standards (continued)

III. Disbursements

Iv.

1.

6.

Disbursements made via wire transfer on behalf of a mortgagor or investor shall be
made only by authorized personnel.

Disbursements made on behalf of a mortgagor or investor shall be posted within two
business days to the mortgagor’s or investor’s records maintained by the servicing entity.

Tax and insurance payments shall be made on or before the penalty or insurance policy
expiration dates, as indicated on tax bills and insurance premium notices, respectively,
provided that such support has been received by the servicing entity at least thirty (30)
calendar days prior to these dates.

Any late payment penalties paid in conjunction with the payment of any tax bill or
insurance premium notice shall be paid from the servicing entity’s funds and not charged
to the mortgagor, unless the late payment was due to the mortgagor’s error or omission.

Amounts remitted to investors per the servicer’s investor reports shall agree with
cancelled checks, or other form of payment, or custodial bank statements.

Unissued checks shall be safeguarded so as to prevent unauthorized access.

Investor Accounting and Reporting

1.

The servicing entity’s investor reports shall agree with, or reconcile to, investors’
records on a monthly basis as to the total unpaid principal balance and number of loans
serviced by the servicing entity.

Mortgagor Loan Accounting

1.

The servicing entity’s mortgage loan records shall agree with, or reconcile to, the
records of mortgagors with respect to the unpaid principal balance on a monthly basis.

Adjustments on adjustable rate mortgage (ARM) loans shall be computed based on the
related mortgage note and any ARM rider,

Escrow accounts shall be analyzed, in accordance with the mortgagor’s loan documents,
on at least an annual basis.

Interest on escrow accounts shall be paid, or credited, to mortgagors in accordance with
the applicable state laws.



Specified Minimum Servicing Standards (continued)
VI. Delinquencies

1. Records documenting collection efforts shall be maintained during the period a loan is
in default and shall be updated at least monthly. Such records shall describe the entity’s
activities in monitoring delinquent loans including, for example, phone calls, letters and
mortgage payment rescheduling plans in cases where the delinquency is deemed
temporary (i.c., illness or unemployment).

VII. Insurance Policies

1. A fidelity bond and errors and omissions policy shall be in effect on the servicing entity
throughout the reporting period in the amount of coverage represented to investors in
management’s assertion.
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Ernst & Young LLP Tel: +1 212 773 3000

5 Times Square ey.com
s New York, New York,
Building a better 10036-6530
working world
The Audit Committee of the Board of Directors January 21, 2019

New York City Housing Development Corporation
Dear Members of the Audit Committee,

We are pleased to present the results of our audit of the financial statements of the New York
City Housing Development Corporation (the “Corporation™). Open and candid dialogue with you,
as a member of the Audit Committee, is a critical step in the audit process, and in the overall
corporate governance process and we appreciate this opportunity to share the insights from our
audit with you.

Our audit was designed to express an opinion on the 2018 financial statements as of October
31, 2018. We continue to receive the full support and assistance of the Corporation's personnel
in conducting our audit.

This report is intended solely for the information and use of the Audit Committee and
management. It is not intended to be, and should not be, used by anyone other than these
specified parties.

We look forward to meeting with you to discuss the contents of this report and answer any
guestions you may have about these or any other audit-related matters.

Very truly yours,

Gt ¥ MLLP

A member firm of £rnst 8 Youny Global Limited
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2018 EY services

Audit and audlt related > Consistent with our audit plan we express oprnlons on, an report tot
servrces : : Audlt Comm|ttee ‘ , :

~The fmancral statements of the Corporatlon

o The Corporation's Schedule of Expendltures of Federal Awards as requrred
by the Uniform Gurdance and the Single Audlt Amendments Act .

o= The Corporatlon s Schedule of Investments e

Internal control » Issue a Report of lndependent Auditors on Internal Control Over Financial

communications Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance With Government Auditing
Standards

» Issue a Report of Independent Auditors on Compliance for Each Major Federal
" 'Program and Report on Internal Control Over Compliance Required by the
Uniform Guidance

» Issue a management letter that provides our recommendations regarding
internal controls and opportunities for improvement or efficiency, based on
observations made during the course.of our audit, if applicable

_ Other services - | > Issue our report on the Corporatlon s complrance W|th mlnlmum serv mg-ﬁf
, ~ N requrrements G i , E t ot e

Confidentlal - Ernst & Young LLP NYCHDC 2018 audit results | 3



Executive summary

Status Results
» The 2018 audit is progressing as planned. After » The Corporation’s analysis for significant
completing our remaining procedures, we expect accounting matters Is appropriate.
Ectnaltss;eeﬁtnsunmodmed opinion on the financial » Reasonable judgments and consistency have been
) used by management to account for significant
Scope accounting estimates.

» No corrected misstatements or material

» Our audit scope is consistent with the plan . ¢ e
uncorrected misstatements were identified.

communicated in September 2018.
We continually reassess the need for changes to » Entity level controls and other internal controls
our planned audit approach throughout the audit. over financial reporting are designed effectively.

» Qutstanding cooperation and communication
occurred between the Corporation and EY.

» Obtaining the executed letter of representations from management

Confidential - Ernst & Young LLP NYCHDC 2018 audit resuits | 4



2018 audit results

Areas of audit emphasis

Our audit procedures emphasize testing those processes,
accounts, contracts or transactions where we believed there
was the greatest potential for risk of material misstatement to
the financial statements, whether due to error or fraud,
including disclosure items. We considered the effects of

emphasis on those areas requiring subjective determinations
by management. Our audit procedures at the Corporation
included additional focus on the following areas, which are
consistent with what was communicated to you at our meeting
in'September 2018.

current market risk factors on the Corporation, and also placed

Internal controls over
applications that affect the
financial statements

Cash and cash equivalents and

investments

During our audit, we obtained an understanding of internal control and evaluated the
various internal controls over financial reporting as a basis of determining our overall audit
approach and scope. No findings were identified.

We confirmed all significant cash and investment balances and agreed responses to the

‘Corporation's accounts and related reconciliations. Investments were tested to determine

that they were properly valued and all risk disclosures were evaluated.,

Mortgage receivable balances
and allowances

We confirmed all significant mortgage receivable balances. The Corporation’s methodology
for recording allowances were tested and evaluated for reasonableness.

Long term debt, mcluqu bonds
payable, debt obligations and
participation with FFB

We confirmed all outstanding debt and tested the Corporation’s compliance with related
debt covenants. No findings were noted.

Loan partlmpat:on recelvable

We agreed participation loans to outstanding mortgage loan detail and to the
corresponding Due to NYC detail. We tested participation receivable on a sample basis. No
exceptions were noted.

Net position

We tested all changes to net position and evaluated the classification of net position
balances.

Compliance with applicable laws,
regulations, and contractual
provmons

We noted no non-compliance with applicable laws and regulations.

-Due to The Clty of New York

Payable to mortgagor

Single Audit

exceptlons were noted

We tested a sample of associated entrles that have been made for propriety. No

We tested a sample of assoaated entrles that have been made for propriety. No
exceptions were noted.

Overall opinion on compliance for major programs was unmodified. No findings required to
be reported under the Uniform Guidance were identified during the 2018 audit.

Litigation and loss contingencies

We reviewed all litigation and loss contingencies. No significant findings were noted.

Obligations for pensions

We obtained the actuarial valuation and schedule of employer allocations provided by the
NYCOA. We evaluated the assumptions utilized by the independent actuary in completing
their actuarial valuation, We have also verified proper disclosure in the financial
statements.

Obligations for postemployment
benefits other than pensions

We evaluated the assumptions utilized in making the calculation and compared such
assumptions to industry trends. We have also verified.proper disclosure in the financial
statements.

Confidential - Ernst & Young LLP
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2018 audit results (continued)

Areas of audit emphasis

Interest on loans : + We tested intefest on loans, including performance of substantive analytical procedures.
No exceptions were noted.

Interest and amortization of ! » We tested interest and amortization expense on a test basis, including performance of

bond premium and discount . substantive analytical procedures. No exceptions were noted.
Operating expenses .t » We tested operating expenses on a test basis. No exceptions were noted.

Confidential - Ernst & Young LL.P NYCHDC 2018 audit results | 6
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Summary of required communications

Provided below is a summary of required communications between the audit team and those charged with governance,

Overview of the planned scope and timing of the audit ' ’ BT ; : Page 9
Auditor’'s responsibility under generally accepted audltlng standards |nc|ud|ng dlscussmn o : Page 9
of the type of auditor's report we' are issuing v : :

Matters relevant to our evaluation of the entlty s ability to continue as-a going concernv ' B Page 9
Our views about the qualitative aspects of the entity's significant accounting practices,

mcludrng

. Accountlng poI|c1es . ‘ ] : : - . Page 10 .
~ Additional views : : Page 11

Uncorrected misstatements, related to accounts and disclosures, considered by

management to be tmmaterlal Page 12
MaterlaI corrected m|sstatements related to accouwnts and disclosures Page 12
Slgnlflcant defIC|enC|es and material weaknesses in internal control Page 12 Page 12
Our responsmlllty, any procedures performed and the results relating to other Page 13

|nformat|on |n documents contalnlnq audited financial statements

Fraud and non- compllance with Iaws and regulations (illegal acts) Page 13 .
Independence matters Page 13
‘ ARepresentatrons we are requestlng from management : Page 14
” W”kChanges to the terms of the audit with no reasonable justification for the change ' Page 14
w"‘Slgnlflcant fmdlngs and issues arising during the audit relating to related parties Page 14
Significant findings or issues, if any, arising from the audit that were discussed, or the p
subJect of correspondence, with management age 14
o Significant difficulties encountered during the audit Page 15

Disagreements with management Page 15

Management’s consultations with other accountants Page 15

Findings regarding external confirmations Page 15 :

AICPA ethlcs rullng regardmg th|rd party service providers Page 16
Other fmdmgs or rssues regardlng the oversnght of the financial reportlngwprocess Page 16 :

Confidential ~ Ernst & Young LLP NYCHDC 2018 audit results | 8



Required communications

our overall audit scope, including the timing of the audit and our
plans to use the work of internal auditors.

Our audit scope is consistent with the plan communicated during

the September 2018 meeting.

The financial statements and supplementary information are the
responsibility of management as prepared with the oversight of
those charged with governance, Our audit was designed in
accordance with auditing standards generally accepted In the
United States, as established by the American Institute of
Certified Public Accountants, to obtain reasonable assurance
about whether the financial statements are free of material
misstatement [and whether the supplementary information is
fairly stated, in all material respects, in relation to the financial
statements as a whole.

An audit of financial statements includes consideration of
internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but

not for the purpose of expressing an opinion on the effectiveness

of the entity's internal control over financial reporting.
Accordingly, we will express no.such opinion.

An audit also includes the evaluation of the appropriateness of
accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as the
evaluation of the overall presentation of the financial
statements.

We also communicate to you matters required by other legal or
regulatory requirements.

Our responsibilities are included in our audit engagement
agreement. A copy of such agreement has previously been
provided to you.

Upon completion of our remaining audit procedures, we
currently expect to issue an unmodified opinion on the
Corporation’s financial statements and supplementary
information as of and for the year ended October 31, 2018,

We communicate to the audit committee conditions and events,
considered in the aggregate, that raise substantial doubt about
the entity's ability to continue as a going concern for a
reasonable period of time.

We believe it is appropriate for management to prepare the
Corporation's financial statements using the going concern basis
of accounting.

We did not identify any conditions or events, that when
considered in the aggregate, raise substantial doubt about the
Corporation’s ability to continue as a going concern for a
reasonable period of time,

Confidential - Ernst & Young LLP
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Required communications

As part of our discussion about the qualitative aspects of the :
entity's significant accounting practices, we discuss our views : the Corporation in controversial or emerging areas or for which
about the entity's application of accounting policies including . there is a lack of authoritative guidance.

instances we believe a significant accounting policy, although
acceptable under US GAAP, is not appropriate for the particular
circumstances of the entity.

* The significant policies of the Corporation are described in Note 2
' to the financial statements. The Corporation’s policies are

. consistent with generally accepted accounting principles.

Our discussion may also include the following: :

» The initial selection of new, or changes in, significant
accounting principles and policies, including the application of
new accounting pronouncements.

» The effect of the timing and method of adopting a change in
accounting policy on current and future earnings of the entity
(or expected new accounting pronouncements).

» The appropriateness of the accounting policies to the
particular circumstances of the entity.

» Where acceptable alternative accounting policies exist, the
identification of financial statement items that are affected by
the implemented significant policies as well as information on
accounting policies used by similar entities.

» The effect of a significant accounting policy in a controversial
or emerging area (or those unique to an industry), particularly
when there is a lack of authoritative guidance or consensus,

Confidential - Ernst & Young LLP NYCHDC 2018 audit results | 10



Required communications

o
(1) Management's process used to develop particularly sensitive : (1) Estimates and assumptions made by management in
accounting estimates, our conclusions regarding the : preparing the financial statements relate to evaluating the need
reasonableness of such estimates and the basis for those . for potential allowance for uncollectible mortgage receivables,
conclusions. : assigning depreciation rates (useful lives), and other

Our discussion may also include the following: postemployment benefits and pension related liabilities.

» Risks of material misstatement

» Indicators of possible management bias : (2) We have reviewed the Corporation’s significant accounting

practices. Financial statement disclosures and related matters

» Disclosure of estimation uncertainty in the financial : remain appropriate.

statements : _
@ Fi_nanc‘ial statemen‘t disclosures and related matters which : (3) We are not aware of any significant unusual transactions
may include the following: ¢ recorded by the Corporation,

» The issues involved and related judgments made, in
formulating sensitive financial statement disclosures

» The overall neutrality, consistency and clarity of financial
statement disclosures

» The potential effect of significant risks and exposures and
uncertainties on the financlal statements

» The extent to which the financial statements are affected by
unusual transactions including nonrecurring amounts
recognized

» The factors affecting asset and liability carrying value
» The selective correction of misstatements

(3) Significant unusual transactions (i.e., those outside the
normal course of business for the entity or those that appear
unusual due to timing, size, or nature) and the policies or
practices management has used to account for those
transactions.

Confidential - Ernst & Young LLP NYCHDC 2018 audit results | 11



Required communications

We discuss with those charged with governance uncorrected : No uncorrected misstatements were identified in connection with
misstatements, related to accounts and disclosures, and the : our audit of the Corporation’s financial statements as of and for
effect that they may have on our opinion in the auditor's report.  : the year ended October 31, 2018.

We also discuss the effect of uncorrected misstatements related
to prior periods on the significant classes of transactions,
account balances or disclosures, and the financial statements as
a whole.

In addition, we discuss with those charged with governance the
implications of a failure to correct known and likely

misstatements, if any, considering qualitative as well as :
quantitative considerations, including the possible implications in :
relation to future financial statements.

We discuss with those charged with governance material, : No corrected misstatements were identified in connection with
corrected misstatements, related to accounts and disclosures, . our audit of the Corporation's financial statements as of and for -
that were brought to the attention of management as a result of : the year ended October 31, 2018.

our audit procedures. In addition, we may discuss other corrected

immaterial misstatements, such as frequently recurring

immaterial misstatements that may indicate a particular bias in

the preparation of the financial statements.

We communicate all significant deficiencies and material : "‘No matters to be reported.
weaknesses in internal control that were identified during the :

course of our audit, including those that have been remediated

during the audit.

Confidential - Ernst & Young LLP : NYCHDC 2018 audit results | 12



Required communications

Our auditor's report on the financial statements relates only to
the financial statements and the accompanying notes. If the
entity includes other information in documents containing
audited financial statements, we review such other information
and consider whether such information, or the manner of its
presentation, is materially inconsistent with the audited financial
statements. If we conclude that a material inconsistency exists,
we determine whether the financial statements, our auditor's
report, or both require revision. In addition, we notify you if we
conclude that there is a material misstatement of fact in the
other information.

i b i
We communicate with those charged with governance fraud and
non-compliance with laws and regulations (illegal acts) involving
senior management and fraud (whether caused by senior
management or other employees) that causes a material
misstatement of the financial statements,

If desired by those charged with governance or we determine it is
appropriate, we communicate to those charged with governance
regarding fraud involving employees other than management
that does not result in a material misstatement.

We also communicate other matters of non- compliance with laws
and regulations (illegal acts) that come to ourattention during
the audit, unless they are clearly inconsequenti

A%

al.

s

Although the auditor’s report affirms our independence, in
certain situations, we discuss with those charged with
governance circumstances of relationships (e.g., financial
interests, business or family relationships, or non-audit services
provided or expected to be provided) that in our professional
judgment may reasonably be thought to bear on independence
and that we gave significant consideration to in reaching

the conclusion that independence has not been impaired.

All breaches of independence requirements that relate to the
audit must be communicated to those charged with governance:

Gt

When it is available, we will review the Corporation’s Annual
Report to ensure consistency with the audited financial
statements.

.
. We are not aware of any matters that require communication.

We are not aware of any matters that in our professional
¢ judgment would impair our independence.

Confidential - Ernst & Young LLP
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‘Required communications

We discuss with those charged with governance representations : We will obtain from management a standard letter of
we are requesting from management, . representations related to the audit.

We discuss with those charged with governance any changesto : None
the terms of the audit engagement where there is no reasonable -
justification for the change and we are not permitted by

management to continue the original audit.

2

We discuss with those charged with governance any significant . None
findings and issues arising during the audit relating to the entity's
related parties. Such matters may include the following:

» Non-disclosure (whether intentional or not) by management of
related parties or significant related party transactions

» The idenfifi,éation of significant related party transactions that
have not been appropriately authorized and approved

. Disa(jreement with management regarding the accounting for,
and disclosure of, significant related party transactions in
accordance with US GAAP

* Non-compliance with applicable law or regulations prohibiting
or restricting specific types of related party transactions

Difficulties in identifying the party that ultimately controls the
entity

v

Ei s i W S ity A R b Ranlis
We discuss with those charged with governance any significant : None
matters that were discussed with, or the subject of ;
correspondence with, management, including:

» Business conditions affecting the entity, and business plans
and strategies that may affect the risks of material
misstatements. »

» Discussions or correspondence in connection with our initial
or recurring retention as the auditor, including, among other
matters, any discussions regarding the application of
accounting principles and auditing standards, the scope of the
audit, financial statement disclosures and the wording of the
auditor’s report. We communicate those major professional
issues we discussed with management, prior to our being hired
as the auditors, during the entity's two most recently
completed fiscal years and any subsequent interim period.

Confidential - Ernst & Young LLP NYCHDC 2018 audit results | 14



Required communications

We inform those charged with governance of any significant : None
difficulties encountered in dealing with management related to :
the performance of the audit which-may include such matters as:
» Significant delays in management providing required
information

» An unnecessarily brief time within which to complete the audit
» The unavailability of expected information
» Restrictions imposed on us by management :

» Management’s unwillingness to provide information about its
plans for dealing with the adverse effects of the conditions or
events that lead us to believe there is substantial doubt about
the entity's ability to continue as a going concern

We discuss with those charged with governance any : None

disagreements with management, whether or not satisfactorily
resolved, about matters that individually or in the aggregate
could be significant to the entity’s financial statements or our
auditor's report. For purposes of this discussion, disagreements
do not include differences of opinion based on incomplete facts
or preliminary information that are later resolved.

. B
None of which we are aware.

When we are aware that management has consulted with other
accountants about accounting or auditing matters, we discuss

with those charged with governance our views about significant
matters that were the subject of such consultation. :

We discuss with those charged with governance any instances : None
where management has not permitted us to send confirmation :
requests, or where we cannot obtain relevant and reliable audit

evidence from alternative procedures.
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Reqguired communications

AICPA Ethics Ruling No. 112 under Rule 102, Integrity and
Objectivity, requires that we inform you whenever we use a
third-party service provider in providing professional services to
the entity. The Rule has broadly defined “third-party service
provider"” to include an individual who is not employed by our US
firm. Accordingly, third-party service providers might include, but
not be limited to, the following examples: non US personnel who
work for EY affiliate firms (e.g., Ernst & Young United Kingdom),
non US personnel working in the US on a foreign secondment and
non US personnel working at EY shared service centers.

We communicate other findings or issues, if any, arising from the
audit that are, in our professional judgment, significant and
relevant to those charged with governance regarding their
oversight of the financial reporting process.

From time to time, and depending on the urcumstances (1) we
may subcontract portions of the Audit Services to other EY
firms, who may deal with the Corporation or its affiliates directly,

. although EY alone will remain responsible to you for the Audit

Services, and (2) personnel (including non- certified public

. accountants) from an affiliate of EY or another EY firm or any of
. their respective affiliates, or from independent third-party
: service providers (including independent contractors), may

participate in providing the Audit Services. In addition, third-
party service providers may perform services for EY in

i connection with the Audit Services.

Other than the utilization of Mitchell & Titus to honor our

commitment to utilize an MBE firm for a portion of the audit, no

services were subcontracted.or completed by a third-party

. servuce provider

: There are no other findings or issues arising from the audit that
. are, in our judgment, significant and relevant to those charged
. with governance regarding the oversight of the financial

. reporting process.

Confidenttal -

Ernst & Young LLP
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EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build
trust and confidence in the capital markets and in economies the
world over. We develop outstanding leaders who team to deliver
on our promises to all of our stakeholders. In so doing, we play a
critical role in building a better working world for our people, for
our clients and for our communities.

EY refers to the global organization and may refer to one or more
of the member firms of Ernst & Young Global Limited, each of
which is a separate legal entity. Ernst & Young Global Limited, a
UK company limited by guarantee, does not provide services to
clients. For more information about our organization, please visit
ey.com.

Ernst & Young LLP is a client-serving member firm of
Ernst & Young Global Limited operating in the US.

About EY's Assurance Services

Our assurance services help our clients meet their reporting
requirements by providing an objective and independent
examination of the financial statements that are provided to
investors and other stakeholders. Throughout the audit process,
our teams provide timely and constructive challenge to
management on accounting and reporting matters and a robust
and clear perspective to audit committees charged with oversight.

The quality of our audit starts with our 60,000 assurance
professionals, who have the breadth of experience and ongoing
professional development that comes from auditing many of the
world's leading companies. '

For every client, we assemble the right multidisciplinary team with
the sector knowledge and subject-matter expertise to address
your specific issues. All teams use our Global Audit Methodology
and latest audit tools to deliver consistent audits worldwide.

© 2019 Ernst & Young LLP.
Alt Rights Reserved.
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