NYCQy D C

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

MEMORANDUM

TO: Members of the Audit Committee
FROM:  Richard Frochlich (\Q v (LF”

SUBJECT: Material for Audit Committee Meeting
May 30, 2019 at 10:15 a.m.

DATE: May 23, 2019

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

Proposed Agenda

Minutes of March 28, 2019 Meeting

Second Quarter Financial Report (Unaudited)
Debt Report

Investment Report

Credit Risk Report

Audit Committee Charter

Internal Audit Reports

Purchasing Procedures

110 William Street, Ne_w Ygrk, NY 10038 tel: 212.227.5500 fax- 719 297 coce
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NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

MEMORANDUM

TO:

Members of the Audit Committee

FROM:  Richard Frochlich ~(\ f} fur (W

SUBJECT: Agenda for Audit Committee Meeting

DATE: May 23, 2019

For the Audit Committee Meeting, which will take place on Thursday, May 30th, at
10:15 a.m., I propose the following agenda:

L.

2.

Roll Call

Approval of Minutes of the Meeting held on March 28, 2019
Second Quarter Financial Report (Unaudited)

Debt Report

Investment Report

Credit Risk Update

Appfoval of Audit Committee Charter

Internal Audit Reports

Approval of HDC’s Purchasing Guidelines

10. Other Business

10 William Street, New York, NY 10038 tel: 212.2275500  fax- 217 7 coce



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

March 28th, 2019

A meeting of the Members of the Audit Committee of the New York City Housing
Development Corporation (the “Corporation”) was held on Thursday March 28th, 2019 at
the offices of the Corporation, 110 William Street, 10" Floor, New York, New York.

Mr. Gould turned to Mr. Richard Froehlich, First Executive Vice President and Chief
Operating Officer of the Corporation to provide an overview of the agenda.

Mr. Gould then turned to Ms. Mary John, Controller of the Corporation, to report on the
Corporation’s unaudited financial statements for the first quarter of fiscal year 2019. Ms.
John noted that the Corporation had total revenues of $180 million in the first quarter of
the fiscal year, an increase of $27 million from a year ago. This comprised of $142.4
million of operating revenues, and $37.6 million of non-operating income primarily from
investment earnings. Total operating expenses were $107 million up from $88.8 million a
year ago. Bond interest together with bond issuance costs made up 89% of the
corporation’s total operating expenses. Among the other financial activities of the first
quarter was the issuance of seven new bond series for a total of $483.2 million. HDC
also closed two Government debt obligation funding loan agreements for $198 million,

Two Mitchell-Lama preservation loans were restructured with total commitments of
$121.9 million. Ms. John further noted that the Corporation also committed $91.6
million in subsidies from its Corporate reserves. At the end of the first quarter, HDC’s
total assets were at $19.9 billion, an increase of $544.3 million or 2.81% from FYE 2018.
This increase was mainly due to the $482.2 million increase in the mortgage loan
portfolio, and $84.3 million increase in cash and investments from FY 2018. Total
liabilities were $17.0 billion, an increase of $471.5 million or 2.85% from FYE 2018.

Mr. Gould then turned to Ms. Ellen Duffy, Senior Vice President of Debt Issuance and
Finance to present the Corporation’s Debt Report as of F ebruary 28, 2019. The last debt
report presented to the Audit Committee was as of December 31, 2018. During this



There were bond redemptions in three series of Open Resolution bonds in the amount of
$121.62 million and two series of stand-alone bonds in the amount of $54.9 million. Ms.
Duffy stated that the Corporation’s debt outstanding as of February 28, 2019 is
approximately $11.8 billion. The Corporation’s statutory debt capacity stands at $13.5
billion. Mr. Gould asked whether the $13.5 billion is the final number for the year and
Mr. Froehlich noted that the Corporation is contemplating a request to increase that
amount and typically the Corporation would decide after the budget is done and, in all
likelihood, that amount would increase. Mr. Kyle Kimball, Board Member asked
whether the Corporation had any concerns regarding any change of the outlook from
rating agencies. Ms. Duffy noted that the Corporation has a very positive outlook and
Mr. Froehlich further noted that it’s a very positive outlook and that is not a concern at
this time.

Mr. Gould again turned to Ms. Duffy for the investment report. Ms. Duffy noted that the
Corporation’s Investment Report is as of March 21, 2019. Funds under management
totaled approximately $5.6 billion. This report reflects routine investment activity. Mr.
Kimball asked how the Corporation takes advantage of the inverted yield curve. Mr.
Froehlich stated that HDC’s investments have gone up because the short-term rate has
gone up and HDC’s investments are relatively short term. Actual muni bonds issued are
upward yielded and HDC’s investments are performing well, and cost of capital have
gone down. HDC is in a good place, investment income has gone up and the City lends
through the Corporation and that allows HDC to revolve that money better because it
stays in and then puts it back out. Ms. Duffy noted that as rates increase, there are more
GIC providers which offers more options. Mr. Froehlich noted that the average rate of
investment return on the open resolution is 2.7% and long-term debt is at 3.7% which
reduce the negative arbitrage and it’s been very positive. Mr. Froehlich noted that the
Corporation’s investment committee meets bi-weekly to review the investments. Mr.
Gould then asked whether the Corporation uses outside advisors, Mr. Froelich answered
that the Corporation works with brokers but don’t have specific financial advisors. HDC
engages with the market and has brokers come in but mostly the Capital Markets team at
HDC does a great job and have a proven track record.

Mr. Gould then recognized Ms. Mary Hom, Chief Risk Officer, for the counterparty
credit risk exposure report. Ms. Hom reported that the report is dated February 28, 2019,
and the last report to the Audit Committee was dated December 31,2018. There were no
new additions to the approved list of counterparties, but there were two credit rating
agency actions of note. In February, Moody’s upgraded Citibank to Aa3 from Al due to
the Bank’s successful execution of its multiyear strategy to simplify operations, reduce its
global consumer footprint, and pursue sustainable growth. In March, subsequent to the
date of the report before the Audit Committee, Moody’s upgraded Bank of America to
Aa2 from Aa3 due to the Bank’s strengthened profitability and enhanced earnings
diversification. Ms. Hom continued by noting that the Corporation’s counterparty
exposure remains pretty well-diversified with the largest counterparty exposures being
with Fannie Mae and Freddie Mac. Investments rated double-A or higher were 50% of
total investments versus 52% at the last report, and the weighted average maturity was
1.8 years versus 1.7 years at the last report. Ms. Hom concluded by reporting that
exposure to liquidity providers was approximately $159 million. Ms. Denise Scott,
Board Member asked whether the Corporation has any concerns regarding investments



with Deutsche Bank and Ms. Duffy responded that HDC previously had a GIC with
Deutsche that matured but there is currently one stand alone deal and nothing else. Mr.
Kimball asked how the government ending conservatorship of Fannie Mae would affect
the Corporation since they are HDC’s largest exposure. Mr. Froehlich responded that the
debt that has been issued has the support of the federal government and if that were to
change it would be disruptive to capital markets, it needs to be done in a way that is not
disruptive to capital markets. As far as credit enhancer, all agreements would be secured
in one way or another depending on how they move forward. In some cases, they can be
replaced but the conduit deals are another concern and the Corporation would deal with it
as the problem arises. Mr. Froehlich noted that the question has been out since 2009 and
it’s very important to the single-family mortgage market as well as the multi family
market so it needs to be done right.

Mr. Gould then called on Ms. Hom to present the proposed changes to the Internal Audit
Charter. Ms. Hom reported that the last time the Audit Committee reviewed and
approved revisions to the Internal Audit Charter was on December 2, 2015. The current
proposed revisions address recommendations from the Quality Assessment Review
(QAR) presented to the Audit Committee on January 26, 2018. The four
recommendations from the QAR were as follows: (1) Update the Charter language to
incorporate revised standards as outlined in The Institute of Internal Auditors (IIA)
International Professional Practices Framework; this recommendation was accepted and
incorporated under the section titled “Professional Standards” on page 2 of the Charter;
(2) Define the term “consulting services;” this recommendation was accepted and
incorporated under the section titled “Responsibility” on page 1 of the Charter; (3) Add
language outlining when the Charter will be reviewed and approved; this
recommendation was accepted and incorporated on the bottom of page 2 of the Charter;
review and approval will occur on a periodic basis (once every five years) or as needed
upon change in the Audit Committee Chair, change in Internal Audit department
reporting, or change in ITA Standards; and (4) Consider adding appropriate signatures to
document agreement; this recommendation was declined as agreement is documented in
the Audit Committee minutes whenever the Charter is presented to and approved by the
Audit Committee. Ms. Hom requested approval of the revisions to the Internal Audit
Charter, and the Members approved the revisions.

Mr. Gould then called on Ms. Hom to present the Internal Audit reports. Ms. Hom
reported that there were three reports completed under the direction of Ms. Shirley Jarvis,
the previous Vice President, Internal Audit. Ms. Hom then provided a summary of each
of these audits noting that the complete audit reports are attached to the Members’
package of Audit Committee memos. First, Ms. Hom reported on the 2018 Developer
Disclosure Review. The objective of this review was to determine whether the disclosure
review process was performed for new projects. Internal Audit noted no matters
involving internal controls that were considered weaknesses. Disclosure was performed
for the required individuals and entities for the new construction projects which closed
during the audit scope period. The second report was the 2018 Investment Audit. The
objective was to determine the effectiveness of internal controls over investment activity
to provide reasonable assurance that (1) investment transactions were in accordance with
HDC investment guidelines, policies, procedures, and laws and regulations; (2)
investment transactions were properly and accurately. executed by the Cash Management



staff and authorized by Cash Management supervisors; and (3) investments were
reconciled to the General Ledger cash accounts by the Accounting division. The results
of this audit noted no matters involving internal control and its operation that were
considered material weaknesses. Investment transactions were in accordance with HDC
investment guidelines, policies, procedures, and laws and regulations. The audit sample
showed that investment transactions were properly and accurately executed by Cash
Management staff and authorized by appropriate Cash Management supervisors.
Moreover, it was determined that investments were reviewed and reconciled to the
General Ledger cash accounts by the Accounting division. The final audit report was for
the 2018 IT Third Party Vendor Management Audit. The objective of this audit was to
determine if the IT department is effectively managing vendor contracts related to
security, statement of work, and service level agreements. Ms. Hom noted that there
were no matters involving internal controls that were considered material weaknesses. IT
contracts generally covered data security, statement of work, service level agreements,
and data confidentiality of sub-contractors. The Internal Audit department did make one
observation and recommendation: HDC does not currently have cyber insurance in
place, and the recommendation was for management to consider purchasing a cyber
insurance policy to mitigate the risk of data breaches and offset the associated costs.
Management response was that although HDC has implemented multiple layers of
security, including data protection, intrusion prevention, and network monitoring,
management will reinitiate the review of cyber insurance options available and engage
with a cybersecurity consulting firm and insurance broker for advice on appropriate
coverage and options.

At 11:20am, with no further business, Mr. Gould moved to dismiss and the meeting was
adjourned.

Respectfully submitted,
: g ———
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Violine Roberty




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

AUDIT COMMITTEE
March 28th, 2019

ATTENDANCE LIST
NAME AFFILIATION
Harry Gould Audit Committee Member
Denise Scott Audit Committee Member
Kyle Kimball Audit Committee Member
Vincent Halleran Ernst & Young
Richard Froehlich NYC Housing Development Corp.
Jim Quinlivan NYC Housing Development Corp.
Ellen Duffy NYC Housing Development Corp.
Cathy Baumann NYC Housing Development Corp.
Terry Gigliello NYC Housing Development Corp.
Louise Caroll NYC Housing Development Corp.
Mary Hom NYC Housing Development Corp.
Paul Cackler NYC Housing Development Corp.
Mary John NYC Housing Development Corp.
Uyen Luu NYC Housing Development Corp.
Madhavi Kulkarni NYC Housing Development Corp.
Trisha Ostergaard NYC Housing Development Corp.
Patrick Ogoke NYC Housing Development Corp.
Neil Saranga NYC Housing Development Corp.

Violine Roberty

NYC Housing Development Corp.



NYCR D C

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

MEMORANDUM

TO: Members of the Audit Committee
FROM: Cathleen Baumann C,g
SUBJECT: Six Month (Unaudited) Financial Information as of April 30, 2019

DATE: May 23, 2019

Attached for the Members review is the Corporation’s second quarter financial
statements (unaudited), with a summary memo from Controller Mary John. These
financial schedules cover the Corporation’s first six months of fiscal year 2019, which is
November 1, 2018 through April 30, 2019. The combined Net Position (Balance Sheet)
and Revenue and Expense Statements for the Corporation and its subsidiaries are
attached. In addition, the individual Net Position (Balance Sheet) and Revenue and
Expense Statements have also been included for HDC, HAC, REMIC, the Open
Resolution (HRB), the New Issue Bond Program (NIBP), and the Mini Open Resolution.

110 William Street, Ne_w York, NY 10038 tel: 212.227.5500 fax: 212997 62A<
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NEW YORK CITY

HOUSING DEVELOPMENT
CORPORATION

INTEROFFICE MEMORANDUM

To: Cathleen Baumann

From: Mary John—e \ o

Subject: Financial Informahon as of April 30, 2019
Date: May 20, 2019

The Accounting Division has prepared financial schedules (unaudited) covering the
Corporation’s first six months of fiscal year 2019, which is November 1, 2018 through April 30,

Corporation and its subsidiaries are attached. In addition, the individual Net Position (Balance
Sheet) 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 Resolution.
Preceding the statements are Financial Highlights and an Overview that summarize the major
components of the financial statements.

cc: Richard Froehlich



NEW YORK CITY HOUSIN G DEVELOPMENT CORPORATION
Financial Highlishts and Overview of the Financial Statements
Second Quarter as of 04/30/2019 ( unaudited)

Financial Highlights

HDC’s Net Assets increased by $123.3 million or 4.4% from fiscal year end 2018 (“FYE 2018”)
to a total of $2.95 billion. The growth in net assets was driven by the Corporation’s normal
operating, lending and servicing activities.

The Corporation had total revenues of $338.5 million through the end of the second quarter of
this fiscal year, an increase of $97.6 million or 40.5% compared to the same period a year ago.
Among the factors that caused the increase in total revenues was a $55.0 million increase in
investment earnings, including the fair value appreciation in this fiscal year of $15.0 million.
This increase was mainly due to a $606 million increase in funds under management from fiscal
year end 2018. From April 30, 201 8, funds under management have increased by $1.3 billion.
The increase in earnings is also attribuable to the rise in interest rates during that time.
Operating revenues for the first six months of this fiscal year were $268.8 million, an increase
of $42.4 million from a year ago. The increase in operating income was primarily due to a $25.3
million increase in interest on loans, as the mortgage portfolio saw an increase of $645.9 million
from FYE 2018. Fees and charges increased by $14.8 million, mainly due to the higher balance
on new loans issued this fiscal year. Operating expenses were $215.2 million, an increase of
$36.8 million. The increase in operating expenses was primarily due to bond interest and debt
issuance costs. Bond issuances, so far, this fiscal year, were $1.06 billion, total issuance in fiscal
year 2018 was $1.66 billion. The Corporation had net operating income of $53.5 million, an
increase of $5.6 million from a year ago. Operating expenses have increased at a higher rate
than operating income. The offset is seen in the investment earnings with approximately $2.0
billion of invested funds from unadvanced bond proceeds. Investment earnings are recognized
as Non-Operating Income.

were also made for a total of $125.0 million. So far this fiscal year, one subsidy loan has been
funded from the Stuy-Town loan reimbursements in the amount of $15.0 million. As of April
30, 2019, a balance of $30.7 million of the $143.2 million loan remains to be reimbursed.

billion. Two new debt obligation funding loan agreements were closed as well, which will be
funded on a drawdown basis. Along with draws on previously issued obligations, total draws
this fiscal year amounted to $23.0 million. Proceeds from the new bond issuances will be used

(“DPAF”), to assist non-profit entities in making down payments on purchases of land or vacant
buildings for creating new affordable housing. In April, HDC also used its Corporate reserves



to fund two HPD Cluster Sites Loans, for a total of $5.5 million, to finance a portion of the
acquisition of 17 cluster sites. The HDC loan was used to fund reserves for the two entities that
will manage the program.
* Total Assets (including Deferred Outflows) of $20.6 billion, increased by $1.3 billion or 6.6%
from FYE 2018.
o Cash and investments totaled $5.9 billion.
o Mortgages, notes, loan participation interest receivable, and purpose investments totaled
$14.6 billion.
© Other assets (including $96.7 million of Accrued Interest Receivable) totaled $150.7
million.
o Deferred Outflows on interest rate caps and swaps, loss on early debt retirement, OPEB
and pension related liabilities totaled $20.5 million.
¢ Total Liabilities (including Deferred Inflows) of $17.7 billion, increased by $1.1 billion or 6.9%
from FYE 2018.
o Bonds and Debt Obligations Payable (net) totaled $12.5 billion.
o Payable to the City of New York totaled $3.9 billion, including $2.1 billion related to the
Section 661 HPD Grant Program and $1.1 billion related to the Mitchell Lama and the
City Loan sale Participation program.,
© Payable to Mortgagors totaled $852.7 million.
o Other Liabilities (including $134.4 million of Accrued Interest Payable) totaled $346.8
million.
© Deferred Inflows of Resources related to pension liability, OPEB and interest rate swaps
were $12.6 million.
* Net income was $123.3 million for the first six months of FY 2019. This is an increase of $60.7
million or 97.1% over the same period in FY 2018. ‘

Overview of Assets and Liabilities and Net Position

* The increase in total assets by a net of $1.3 billion, was a result of the following:

o Cash and investments increased by $615.6 million. The increase was primarily due to
new money raised from bond issuances and debt obligation funding loan agreements
which totaled $1.08 billion. After principal and interest payments of $684.9 million, net
cash provided by financing activities was $400.8 million.

o Mortgages, notes, loan participation interest receivable, and purpose investments
increased by a net of $646.0 million from FYE 2018 as a result of the Corporation’s
ongoing financing activities. Mortgage loan activities included advances of $941.8
million and repayments of $416.2 million. Mortgage loan assignments via purchase and
sales agreements were $127.7 million. There was a $7.2 million loan evaporation on the
Stuyvesant Town loan.

o Other assets increased by a net of $20.8 million from F YE 2018. This included an
increase of $16.2 million of accrued mortgage and loan interest receivable. Other
receivables which are mainly comprised of principal and interest billed on loans serviced
for other entities, loans financed through HDC’s participation in the Community
Preservation Corporation (“CPC”) special purpose enterprise, servicing fees, and low-
income housing tax credit monitoring fees increased by a net of $5.2 million. Capital
assets and deferred charges decreased by a net of $0.6 million due to amortization.



o Interest rate swaps fair value decreased by $21.5 million.

o Deferred outflow of resources increased by a net of $10.3 million. The increase was
mainly due to $12.5 million recorded as deferred outflows related to the decrease in the
fair value of interest rate swaps. This was offset by a $1.8 million in pension expense
for a payment made subsequent to the pension liability valuation at FYE 2018, and a
decrease of $0.4 million due to amortization on a loss on early debt retirement due to an
in-substance defeasance.

® Total liabilities increased by a net of $1.1 billion, or 6.9%, primarily due to the following:

o Bonds and Debt Obligations payable increased by a net of $574.6 million. The
Corporation issued 17 new bond series and closed two new debt obligation funding loan
agreements through the end of the second quarter. New money raised, including draws
on previously issued funding loan agreements totaled $1.08 billion for the period of
November 1, 2018 to April 30, 2019. During this same period, $507.7 million of bond
principal and debt obligation payments were made which included scheduled principal
payments of $150.9 million and redemptions of $356.8 million. Additionally, premiums
of $1.9 million were amortized and $1.4 million of principal payments were made to the
Federal Financing Bank.

o Anetincrease of $539.4 million in the Payable to New York City was mainly due to the
following:

* Anincrease of $403.1 million related to HPD grant funds received for mortgage
loans funded under the Section 661 of the Private Housing Finance Law.

* An increase of $136.9 million related to mortgage loan assignments to the
Corporation pursuant to Purchase and Sale agreements between HPD and HDC.

* A netdecrease of $8.3 million in the Housing Assistance Corporation as a result
of the evaporation of loan principal for Stuyvesant Town Peter Cooper Village
in the amount of $7.2 million and the Tenant Assistant Contract (“TAC”)
payment of $1.3 million for Ruppert Yorkville.

* A decrease of $5.8 million in administering the construction and permanent
loans on behalf of HPD.

* A reduction of $15.0 million in the receivable from the City related to the
reimbursement of the Stuyvesant Town Peter Cooper Village mortgage loan
funding from the Corporate Services Fund. As of April 30, 2019, the total
reimbursement from the City was $112.6 million, with $30.7 million still due to
HDC.

* A decrease of $1.5 million in the Mitchell Lama and the City loan sale
patticipating agreements.

o There was a net increase of $3.4 million in the Payable to Mortgagors as a result of the
following:

" Mortgage escrows, reserve for replacement, and other mortgagors’ funds held
by the Corporation in its normal loan servicing function increased by a net of
$36.4 million.

* Prepaid mortgage principal and bond sinking funds held on behalf of mortgagors
decreased by a net of $7.8 million. This included a net decrease of $7.5 million
on principal reserve funds and a decrease of $0.3 million of debt service funds
held on behalf of mortgagors.



* Community Development Block Grant (“CDBG”) funds payable decreased by
a net of $24.6 million. This was mainly due to $25.0 million in funds advanced
this period which was offset by $0.4 million in investment earnings distributed.

* Developer’s equity funds decreased by $0.6 million.

o Other liabilities increased by a net of $51.9 million mainly due to the following:

* Accrued Interest Payable increased by $13.0 million from FYE 2018.

* Accounts and Other Payables increased $20.0 million, mainly due to the receipt
of $15.5 million grant funds received on behalf of two developments. Payable to
New York State bonds issuance fees and mortgage insurance premiums payable
increased by a net of $4.0 million, collateral funds received related to the Hunter
Point mortgage increased by $0.2 million, and accrued interest on grant loans
serviced for other entities increased by $0.3 million.

* Deferred Fees increased by a net of $5.3 million mainly due to the receipt of
construction and bond financing fees collected on new construction loans closed
in the period.

* Restricted investment earnings distributed to mortgagors increased by $1.2
million.

* An increase of $12.5 million is attributable to recognition of a decrease in the
fair value of interest rate swaps.

* The total net position (net assets) increased by $123.3 million which is comprised of operating
revenues of $268.8 million and non-operating revenues of $69.7 million primarily from
investment income. This is offset by operating expenses that totaled $215.2 million, including
$186.7 million of bond and debt obligation interest and amortization.

Overview of Revenues and Expenses - Comparison of first 6-months of FY 2019 & FY 2018

Excess of revenues over expenses was $123.3 million for the period November 1, 2018 through April

30, 2019 compared to the same period in FY 2018 when it was $62.5 million. This increase of $60.7

million was largely due to higher earnings in interest on loans and investment income during this period.

o Total operating revenues were $268.8 million, an increase of $42.4 million, or 18.8% from the
same period in fiscal year 2018 as a result of the following:

o Interest on loans increased from $192.6 million to $217.9 million compared to the same
period last year. The increase of $25.3 million or 13.1% was a result of ongoing
financing activities, as the mortgage loan portfolio increased by $1.4 billion from April
2018.

o Fees and charges were $47.2 million, up from $32.4 million a year ago. The increase of
$14.8 million or 45.7%, was mainly due to the higher balances on new construction
loans closed in the period. Commitment fees earned this period were $10.5 million
compared to $3.3 million a year ago. Bond financing fees earned this period were $11.3
million compared to $4.8 million, for the same period last year.

o Other income increased by $1.4 million, mainly due to increases in mortgage
participation fees of $0.8 million and in credit facility fees earned of $1.0 million on
four bond series, the 2016 Series G-1, G-2, and the 2018 Series L-1, L-2.

* Operating expenses increased by $36.8 million, compared to the same period in FY 2018 as a
result of the following:



o

o

Bond and debt obligation interest and amortization for the first six months of fiscal year
2019 was $186.7 million, an increase of $33.3 million from a year ago. The increase
was mainly due to the issuance of $1.06 billion in new bonds, in addition to higher
interest rates on the Variable Rate Demand Obligation bonds (“VRDO?).

Debt issuance costs through the end of the second quarter were $7.7 million, an increase
of $2.9 million from the $4.8 million a year ago.

Trustee and mortgage insurance premiums paid through the end of the second quarter
were $4.5 million, a slight decrease from a year ago.

Corporate operating expenses were $3.0 million, an increase of $0.2 million from the
same period in FY 2018.

Salaries and related expenses were $13.3 million, an increase of $0.6 million compared
to the same period last year.

o Total non-operating revenues increased from $14.6 million to $69.7 million, from the same
period a year ago. This was a result of higher investment earnings on the increase in funds under
management, totaling in excess of $1.3 billion, and from rising interest rates, and by the
appreciation in the fair market value.

0

o]

Realized investment earnings were $54.8 million, an increase of $29.8 million over the
same period last year.

The fair market value change on the investment portfolio was $15.0 million compared
to a negative $10.2 million for the same period a year ago.
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NYCRTIDC

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION
MEMORANDUM
TO: Members of the Audit Committee
FROM; Ellen Duff
SUBJECT: Debt Report as of April 30,2019
DATE: MAY 23,2019

Attached please find the Corporation’s Debt Report as of April 30, 2019.

The last debt report presented to the Audit Committee was as of February 28, 2018.
During this time, the Corporation issued eight series of Open Resolution Bonds totaling
$475.8 million.

There were bond redemptions in one series of Open Resolution bonds in the amount of
$15.9 million and two series of stand-alone bonds in the amount of $29.5 million.

The Corporation’s debt outstanding as of April 30, 2019 is approximately $12.3 billion.
The Corporation’s statutory debt capacity stands at $13.5 billion.

110 William Street, Ne.inork, NY 10038 tel: 212.227 5500 fav- 211 Anm core
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Interest Rate Hedges-- Monthly Report of December 31, 2018

Outstanding Interest Rate SWAPs

Purpose: Open Resolution (3 -Month LIBOR)*

Outstanding Notional Amount With PNG
Swap Rate .
Forward Start Date

Maturity Date

Outstanding Notional Amount With PNG
Swap Rate

Forward Start Date

Maturity Date

Outstanding Notional Amount With PNG
Swap Rate

Forward Start Date

Maturity Date

Outstanding Notional Amount With Wells Fargo
Swap Rate

Forward Start Date

Maturity Date

Purpose: Open Resolution (SIFMA)*
Outstanding Notional Amount With Wells Fargo
Swap Rate

Forward Start Date

Maturity Date

Purpose: HPS (77.5%1ML)*
Outstanding Notional Amount With RBG
Swap Rate

Forward Start Date

Maturity Date

Purpose: Caton/MEC (77.5%1ML)*
Outstanding Notional Amount With Citibank
Swap Rate

Forward Start Date

Maturity Date

Outstanding Interest Rate CAPs
Purpose: Open Resolution*

85,000,000 Outstanding Notional Amount With Goldman Sachs 163,585,000
2.029% Strike Rate 7.35%
5/1/2018 Maturity Date 11/1/2032
11/1/2035
Outstanding Notional Amount With PNC 50,000,000
50,000,000 Strike Rate 4.50%-7.50%
1.2028% Maturity Date 11/1/2033
6/1/2017
8/1/2020 Outstanding Notional Amount With Barclays 150,000,000
Strike Rate 3.50%
100,000,000 Maturity Date 11/1/2020
3.0949%
2/1/2018 Total 353,585,000
5/1/2046
75,000,000 Purpose: Mini-Open Resolution*
3.022% Outstanding Notional Amount With US Bank 39,825,000
2/1/2019 Strike Rate 3.25%
2/1/2036 Maturity Date 2/1/2023

————

Total 310,000,000

75,000,000
2.538%
§/1/2019
11/1/2043

184,000,000
2.538%
5/1/2024
5/1/2050

98,895,000
2.5017%
7/1/2022
5/1/2051

Total _357,895,000

Purpose: FFB Forward Hedge - 3-Month LIBOR* >>> hedge Intorest rate risk during Construction perlod

Outstanding Notional Amount With Wells Fargo
Swap Rate

Forward Start Date

Maturity Date

Outstanding Notional Amount With Wells Fargo
Swap Rate

Forward Start Date

Maturity Date

Outstanding Notional Amount With Gitibank
Swap Rate

Forward Start Date

Maturity Date

65,630,000
2.240%
8/1/2019
5/1/2047

54,126,321
2.984%
2/1/2021
6/1/2048

135,460,000
2.9563%
1/1/2021

11/1/2038

Total 255,216,321

*Interest rate hedges are obligations of the Corporation, with payments pledged to the specific Bond Resolution or program. These interest rate hed
specific bond series, therefore provides a hedge to the full Open Resolution variable rate portfolio,

ges are not legally tied to any



NYCRTIDC

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION
MEMORANDUM
TO: Members of the Audit Committee
FROM:  Ellen Duffy, % |
SUBJECT: Investment Repof as of May 22, 2019

DATE: MAY 23,2019

Attached please find HDC’s investment report as of May 22, 2019. Funds under
management totaled approximately $5.3 billion. This report reflects routine investment
activity.

110 William Street, New York, NY 10038 tel: 212.227.5500 fax: 212.227.6865
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NEW YORK CITY
HOUSING DEVELOPMENT

CORPORATION
MEMORANDUM

To: Members of the Audit Committee

From: Mary Honi\\'\\\/

Chief Risk Officer
Date: May 30, 2019
Re: Counterparty Credit Risk Exposure

I 'have attached an unaudited report detailing the Corporation’s counterparty exposure as
of April 30, 2019. The previous report to the Audit Committee was dated February 28,
2019.

Please let me know if you have any questions.

FOR INTERNAL USE ONLY
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NYCWHDC

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

INTEROFFICE MEMORANDUM

To: Audit Committee

From: Mary Hom, Chief Risk Officer \fuu,
Date: May 30, 2019

Re: Audit Committee Charter Revisions

Please find attached proposed revisions to the Audit Committee Charter. The last time the Audit
Committee approved revisions to the Audit Committee Charter was June 2, 2011. The proposed
revisions are minor and are highlighted in the attached draft.

Page 1 of 1



7N

NYCgHDC

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

AUDIT COMMITTEE CHARTER
(Revised and Re-adopted May 30, 201 9)

The Audit Committee shall be composed of three (3) of the Corporation’s public Members, one
(1) of which will be the Corporation’s Vice Chairperson and shall be elected at a duly called
meeting of the Members of the Corporation. The Corporation’s Vice Chairperson shall serve as
the Audit Committee’s Chairperson. Members of the Audit Committee shall not accept any
consulting, advisory, or other compensatory fee from the Corporgfiiz)‘ﬁ;%}gnd shall not be an
employee of the Corporation. Each Member shall have sufficient fi hancial experience and ability
to enable them to discharge their responsibilities as a Membeli;?gjii Committee, and at least one
Member shall be a financial expert. | %%

Purpose

The purpose of the Committee shall be to assist th
financial statements of the Corporation, of the Got
regulatory requirements, the independence and qualific:
performance of the Corporation's internal controls, intern
auditors. o

.
f

Authority and Responsibility - . %

In furtherance of this purpose, the Coms it‘ggg;{:
.

oy spe,e G
responsibilities: 5 %?

1. g;énd the indeﬁ%%gsnt auditor the annual audited financial
i atementggff%?fncluding matters required to be reviewed
T q%:géﬁents
2. and the independent auditor, as appropriate, financial
1d terrating agencies.
e . .
3. tor to examine the Corporation's accounts, controls, and

oy

yommi’c@ie shall have the sole authority and responsibility to select,
evaluate afi{% ’ necessargggreplace the independent auditor. The Committee shall have the
sole authorit Ef%éppro%éé?all audit engagement fees and terms, and the Committee, or a

Member of thégib%ﬁﬁittee, must pre-approve any non-audit service provided to the

Corporation by thqﬁ%rporation's independent auditor.

4. To discuss with mznagement and the independent auditor, as appropriate, any audit problems
or difficulties and management's response, and the Corporation's risk assessment and risk
management policies, including the Corporation's major financial risk exposure and steps

taken by management to monitor and mitigate such exposure.
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5. To review and approve the annual audit plan prepared by Internal Audit. To review and
approve the Internal Audit staff functions, including; (i) purpose, authority, and
organizational reporting lines; (i) budget and staffing; and (iii) concurrence in the
appointment, compensation and rotation of the Corporation’s chief audit executive (CAE),
currently the Chief Risk Officer.

6. To review the Corporation's financial reporting and accounting standards and principles,
significant changes in such standards or principles, or in their 5gplication, and the key
accounting decisions affecting the Corporation's financial statemé’”ﬁf?fagpcluding alternatives
to, and the rationale for, the decisions made.

7. To review with the Corporation’s President, Chief Operating“Q;
Vice President (EVP), Treasurer, and the CAE, or §uﬁ1§others :
appropriate, the Corporation's internal system of aq%ft%ﬁgg‘*ﬁnancial 1
of internal audits,

ficer (COO) or Executive
“ds ithe Committee deems
atrols and the results

L written report from the in endént auditor
delineating: the auditing firm's internal contfol P% uresﬁ;;ja\mg%%material issug; “raised within
the preceding five years by the auditing firm's integ: iquality-control reviews, by peer
reviews of the firm, or by any governmental or other ing Bty or i
audit conducted by the firm. The Comnit
to address any findings in any of th loregg
independence, the Committee will revfé;;‘\av, at
independent auditor and the Corporation. %

9. To set policies for ,
independent audi{t@

10. To review and *i%ve@’

SR
g reviews. AlSowin order to assess auditor

&%@nuall&gall relationships between the
; @ %ﬁé&‘
€s or former employees of the Corporation's

atters pertain%i?g%%?;to the integrity of management, including
standardlsﬁfibusiness conduct as required in the policies
1A 'fff;“%é}connection with these reviews, the Committee
ith the General Counsel and other Corporation officers or

o

L . . .

e, shall meet se tgrately, at least quarterly, with management, with the CAE, and
. o . . i .

also with the Corporation's independent auditors.

§§$
.

The Committee shal _ wthority to retain such outside counsel, experts, and other advisors as
the Committee may deem appropriate in its sole discretion. The Committee shall have sole
authority to approve related fees and retention terms.

The Committee shall report its recommendations to the Board after each Committee meeting.
The Committee shall review at least annually the adequacy of this Charter and recommend any
proposed changes to the Board for approval.
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Key Practices
The Audit Committee has adopted the following key practices to assist it in undertaking the
responsibilities set forth in its charter:

1. Meetings
The Committee will meet at least quarterly, generally on the day of the regularly scheduled

Board meeting and will allow sufficient time for in-depth discus%&jﬁg&)j&ll relevant issues.

o

2. Review of Financial Statements
eeting fol
,e{ 3 7 . .
%e?s\gcatements in detail
3. Review of Information Provided to Analysts and g Agencies
ﬁ__g__gﬁv%
that constitute a shift in Corporation stra egy ot dition, the President, COO or
o
summary of major pres

The Committee will review the Corporation's quarterly fingficia %%gments in detail with the
business quarter. The Committee will review the Cofpo tation's financi
fet, and the Members ate;
meeting following the completion of th C s
Prior to the event, the President, the:e O or EVP or%‘%h’ey dreasurer shall review with the
EVP, or the Treasurer shall review subsgquently Wltﬁsgzt ¢.Committee, or the Members, a
S 5 %
not constitute a shi stra%‘é%if%ﬁ;gr outlook.
,,,,, 3
Oversight of thé Int ’

. o
President, the COO or EVP, or the Treasurer at a - owing the close of each
5
with the President, the COO or EVP, the Treas

independent auditor will be present at this meetin
any presentationsito analysts or rating agencies
ghifations that have%ggé'%n given t é%E;&.a'nalysts or rating agencies that do

e

al Auagt Function

s

Prior to the commencenie of cae _~“"éar, the Committee shall approve the audit
plan and establi iteinal auditvschie with the CAE. At each meeting of the

Comrgﬁ%%i,ii% cimbe il yiew progress on the internal audit schedule and will review
’Egge‘f%‘{é ternal audit repi i r ’“‘,ﬁ,i‘hce the last meeting. The Committee will ensure that
anaget %%? deviiiiéns from the Corporation’s policies and procedures that
: .such intemal“ﬁ%ﬁ%ﬁdit reports promptly.
S. Credit Sur%é}i!ance and%ﬁisk Assessment Policies
At least quarteggfiiz he ,gi?%é‘sident, the COO or EVP, the Treasurer, or the Chief Risk Officer
will report to the“\i%? mmittee on the Corporation’s major risk exposures and the steps that
management has taken to monitor and control such exposures.

6. Approval of Audit and Non-Audit Services
In addition to approving the engagement of the independent auditor to audit the Corporation's
financial statements, the Committee will approve all use of the Corporation's independent
auditor for non-audit services prior to any such engagement, to the extent permissible by law
or regulation. The Corporation will obtain such limited non-audit services from the
Corporation's auditor only when the services offered by the auditor's firm are more effective
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or economical than services available from other providers, and, to the extent possible, only
following competitive bidding for such services.

7. Hiring Guidelines for Independent Auditor Employees

The Committee has adopted the following practices regarding the hiring by the Corporation
of any partner, director, manager, staff, advising member of the department of professional
practice, reviewing actuary, reviewing tax professional and any other persons having
responsibility for providing audit assurance to the Corporation's independent auditor on any
aspect of their certification of the Corporation's financial sta@%ﬁs "Audit assurance"

includes all work that results in the expression of an 0 f on on financial statements,
including audits of statutory accounts. i

an be hired by the

.
(111

a. No member of the audit team that is auditingsthe Corporatlo
Corporation for a period of one year followmg;assom%ﬁon with that aud

b. No former employee of the 1ndependerg%§ud1tor may be named é 2} &cer of the
Corporation for two years following emplo y the ﬁﬁdependent audlt or

c. The Corporation's COO or EVP, and Treasur ” ust dpprove all hlres from the
independent auditor.

d. The Corporatlons COO or EV] or

the Corporatlons condu” gﬁ?“t ?"G%Commlttee 1as estabhshé% the following procedures for: (1)

Au éﬁtlng matters; and (ii) the confidential,
n’s Qmployees of concerns regarding questionable

to the New Y Cl;y"Inspector General.

d. Complaints shall:be reported to the New York City Inspector General in accordance with
the Corporatloh s procedures.

e. All complaints will be handled by the Corporation's internal audit, finance, and legal
staffs in the normal manner, and progress with regards to investigating and resolving
complaints will be reported regularly to the Committee by the CAE.

f. The status of such complaints will be reported on a quarterly basis to the Audit

Committee and, if they so direct, to the full Board.
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10.

g The Committee chair may request special treatment, including the retention of outside
counsel or other advisors, for any complaint.

The Corporation's employment manual prohibits any employee from retaliating or taking any
adverse action against anyone for raising or helping to resolve an integrity concern. The
Corporation’s staff has received training regarding appropriate ethical behavior and each
employee’s responsibility to report behavior that falls outside of the Rules of the Conflict of
Interest Board and Chapter 68 of the City Charter. e,

Code of Ethics and Conflicts of Interest Policy
The Corporation’s employee manual includes a description of th ' orporation’s ethical code
of conduct for employees. In addition, every employee }%fi% receive
York City Charter and the Rules of the Conﬂ:'é%gﬁ?‘%ﬁn%rest Boar
employees, including the President and the Cofboration’s financial profe
acknowledgement of receipt of these materi@l  tequired Gpon initial emp) 1ént with the
Corporation. Annually, the Committee shall receive a report ’ﬁom,fthc*CAE*that each
employee has reaffirmed his or her acknowledgement of the Corporation’s Code of Ethics
and the Conflicts of Interest policy#Generally, each eye, including the President and
senior financial officers, is required t6 eSoly
interest, and to comply with all gégi%g&r'a{l‘ v
regulations designed to produce full, falr%@

the Corporation’s financialstatements. 4 r
oI = 2
SR

Audit Partner Rot: g’gstg'on 1 %;%

YRR

o S
Mgsureé%?ilat the lead audit
5 .

%ﬁ%ﬁ%ﬁ as wellas the audit partner responsible for reviewing
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NYCgyHDC

NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION
MEMORANDUM
To: Members of the Audit Committee
From: Mary Hom\f\\(
Chief Risk Officer
Date: May 30, 2019
Re: Internal Audit Reports

Three internal audits were completed since the last report to the Audit Committee on March 28,
2019. A copy of each report is attached, and a summary of each report follows:

2018 Employee Expenses Audit

Objective:

To evaluate the effectiveness of internal controls over employee expense reimbursements and
other related expenses, and to evaluate and test compliance with the Corporation’s policies and
procedures related to employee and other related expenses.

Audit Results:

We determined that management has effective controls in place to ensure employee reimbursement
and vendor payments are properly authorized, appropriate, and accurately recorded. We noted no
matters involving internal controls that we considered material weaknesses.

2018 Petty Cash Audit
Objective:

To determine whether adequate internal controls exist to ensure that (i) the cash asset was
safeguarded and maintained; (ii) petty cash disbursements were in compliance with the
Corporation’s policies and procedures; and (iii) the Imprest Fund was properly authorized,
processed, and reconciled.

Audit Results:

We found the Corporation’s guidelines to be effective and found no matters involving internal
controls and its operation that we consider to be material weaknesses. Petty cash disbursements.
were in compliance with policies and procedures; the petty cash on hand was kept in a secured
lockbox and maintained in the proper amount; and all expenditures were properly authorized,
processed, and reconciled.



2018 President’s Office Expenses Audit

Objective:

To determine accuracy of the President’s Office expenses recorded in the financials and ensure
they are accurately recorded in the general ledger, and to determine whether the expenses classified
under the President’s Office adhere to the applicable policies and procedures for employee expense
reimbursements.

Audit Results:

We noted no major matters involving internal controls and its operation that we considered
material weaknesses. We found that the Corporation’s guidelines were effective and that the
President’s Office expenses were generally processed with supporting documentation and
correctly recorded according to the policies in the Employee Handbook and the 2013 MOU
between HDC and the City’s Department of Investigation (DOI).
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NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION
To: Cathleen Baumann, SVP, Treasurer
From: Mary Hom, Chief Risk Officer
Date: March 29,2019
Re: 2018 Employee Expehses Audit

Internal Audit has completed its review of employee expenses for the period covering November
1, 2017 through October 31, 2018.

L Background

The Corporation’s employees may incur expenses related to various policies outlined in the HDC
Employee Handbook. The major policy initiatives where employees incur expenses are:

* Travel (local or out-of-town transportation, lodging, meals, and other expenses associated
with attendance at relevant training, conferences, and seminars)

* Employee Development (continuous learning by encouraging participation in work-related
training classes, workshops, seminars, and tuition reimbursement; also includes
professional memberships and work-related events)

* Employee Health (providing a 50% allowance toward the cost of health club membership
or health-related programs, up to a maximum of $250 per calendar year, per employee)

All employees are jointly responsible with HDC’s Treasury Department for the administration of,
and compliance with, the Corporation’s policies and procedures. Department and Division Head
approvals are required on all forms and vouchers seeking reimbursement and/or payment to
vendors to ensure that incurred expenses have been verified, validated, and adhere to established
policies and procedures. HDC’s Cash Management and Office Services departments collaborate
to support the Corporation’s policies and procedures through the internal review and verification
of the supporting documentation prior to payment processing.

II. Audit Objectives
The objectives of this audit were to:
* Evaluate the effectiveness of internal controls over employee expense reimbursements and

other related expenses to ensure they were appropriate, properly authorized, and accurately
recorded; and



* Evaluate and test compliance with the Corp
employee and other related expenses.

ITI.  Audit Scope and Methodology

The audit scope covered payments made for
November 1, 2017 through October 31, 2018.
were made to employees, and payments to
summarized in the table below.

oration’s policies and procedures relating to

selected employee expenses during the period
During this period, payments totaling $82,376.28
taling $256,208.23 were made to vendors, as

Payments | Number
Employee Expense Number of to of | Payment to Total
Categories Employees | Employees | Vendors Vendors Payments

Training & Conferences 23 $63,198.35 12 $21,079.00 $84,277.35
Local Transportation 9 2,073.92 2 4,000.64 6,074.56
Flowers & Gifts - - 3 1,225.00 1,225.00
Office Events - - 5 22,600.00 22,600.00
Working Meals 21 9,294.51 5 11,371.09 20,665.60
Employee Development ‘

Program 1 40.00 16 72,629.10 72,669.10
Publications & Books 1 296.03 16 37,933.40 38,229.43
Membership Dues 5 1,679.00 19 70,998.00 72,677.00
Miscellaneous 2 512.72 6 14,372.00 14,884.72
Legislative Travel 1 588.75 - - 588.00
Health Club

Reimbursements 25 4,692.99 - - 4,692.99
GRAND TOTALS $82,376.28 $256,208.23 | $338,584,51

In conducting this audit, we relied on our evaluation of the controls over travel and related
expenses, and the analysis of the associated risks performed during the 2016 Employee Expenses
audit (since there were no major changes in controls or processes since that audit).

As part of our evaluation, we:

* Reviewed the Corporation’s policies and procedures relating to the above-selected employee
expense categories from the HDC Employee Handbook, and

® Reviewed the 2003 Memorandum of Understanding between HDC and the NYC Department
of Investigation (“MOU”) recommendations to establish controls for travel and entertainment



expenses, as well as the purchasing and accounts payable procedures relating to selected
employee expense categories.

During testing, we performed the following:

Health Club Reimbursements: Reviewed reimbursements and supporting documentation for a

sample selection of 12 employees to ensure compliance with policy regarding-eligibility;
Payments to Employees Over $1,000: Reviewed and verified payments and supporting
documentation for a sample selection of 14 employees and a total of 106 invoices;

Payments to Vendors Over 310,000: Reviewed the invoices and supporting documentation for
a sample selection of 5 vendors and a total of 28 invoices;

Training and Conferences: Listed all training and conferences attended by 20 employees.

The audit excluded the adjusting entries to the general ledger, President’s Office expenses, and
petty cash reimbursements. A detailed review of vouchers for car service providers will be part of
the 2019 audit.

Iv.

Audit Results

We determined that management has effective controls in place to ensure employee reimbursement
and vendor payments are properly authorized, appropriate, and accurately recorded. Our review
of the selected expenses determined that employees generally complied with the policies and
procedures for processing employee reimbursements and vendor payments.

CC:

Eric Enderlin, President

Rich Froehlich, First EVP, Chief Operating Officer
Jim Quinlivan, SVP, Administration

Robert Schmidt, VP, Office Services

Lois Bricken-McCloskey, VP, Human Resources
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NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION
To: Robert Schmidt, VP, Office Services
From: Mary Hom, Chief Risk Officer
Date: April 1, 2019
Re: 2018 Petty Cash Audit

Internal Audit has completed its review of Petty Cash and the Imprest Fund for the period covering
December 22, 2017 to March 12, 2019.

I Background

The Corporation has an in-house petty cash fund with a maximum balance of $700.00 that is used
for reimbursement of minor expenses incurred in daily business operations and is periodically
replenished. The Vice President, Office Services is the petty cash custodian. The custodian is
responsible for safeguarding, disbursing, and replenishing the petty cash fund. Petty cash
procedures developed by Office Services govern the disbursements from the petty cash fund.

The petty cash fund is replenished periodically from the Imprest Fund checking account. Prior to
February 2018, the Imprest Fund checking account was held at HSBC Bank. As of February 2018,
the Imprest Fund checking account is held at Atlantic Bank. This account was established to cover
minor miscellaneous/petty cash expenses (classified under general ledger account 5060622) and
to replenish the petty cash fund. Disbursements from this account generally follow Accounts
Payable procedures established by the Cash Management division.

II. Audit Objectives

Our primary audit objectives were to determine whether adequate internal controls exist to ensure
that:

* The cash asset was safeguarded and maintained in the proper amount;

* Petty cash disbursements were in compliance with the Corporation’s policies and
procedures; and

* The Imprest Fund was properly authorized, processed, and reconciled.

L. Audit Scope and Methodology

In-house Petty Cash Fund




The audit period covered petty cash disbursements from December 22, 2017 through March 12,
2019. During this period, the petty cash custodian processed 49 petty cash disbursements totaling
$1,159.12.

Imprest Fund

The audit period covered transactions from December 22, 2017 through March 12,2019. The total
amount of four checks issued during this period from the Imprest Fund account was $2,270.76.

In conducting this audit, we evaluated the adherence to the Corporation’s policies and procedures
relating to the petty cash reimbursements and the Imprest Fund. We interviewed key personnel,
conducted a surprise cash count to ensure that the correct amount was maintained, reviewed the
supporting documentation of all 49 petty cash disbursements to determine whether the
disbursements were business-related and authorized by management, and reviewed the
effectiveness of the Corporation’s internal control practices for the Imprest Fund bank account.

IV. Audit Results

We found the Corporation’s guidelines to be effective and found no matters involving internal
controls and its operation that we consider to be material weaknesses. With respect to the specific
audit results, we established that the petty cash disbursements were in compliance with policies
and procedures; the petty cash on hand was kept in a secured lockbox and maintained in the proper
amount; and all expenditures were properly authorized, processed, and reconciled.

cc: Eric Enderlin, President
Rich Froehlich, First EVP and Chief Operating Officer
Jim Quinlivan, SVP, Administration and Chief of Staff
Cathleen Baumann, SVP, Treasurer
Mary John, VP, Controller
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NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

- INTEROFFICE MEMORANDUM

To: Audit Committee

From: Mary Hom, Chief Risk Officer

Date: May 30, 2019

Re: President’s Office Expenses Audit 2018

Internal Audit has completed its review of the President’s Office expenses for the period covering
October 1, 2017 through October 30, 2018.

1. Background

The President’s Office expenses are governed by the guidelines outlined in the Corporation’s
Employee Handbook. With respect to travel expenses, the Corporation’s travel expense policy is
to provide employees who travel locally or out-of-town to conferences, training, and seminars with
adequate transportation, lodging, meals, and other services that are a necessary part of doing
business.

In addition, the car services policy states that employees may use corporate car service or “yellow
cab” taxis for travel to and from an airport or when working past 7:30 p.m. The President may use
the corporate car in performance of his/her official duties and is entitled to the use of a full-time
car, including for commuting purposes, in accordance with policies and procedures adopted by the
Board as part of the 2003 Memorandum of Understanding between HDC and the New York City
Department of Investigation (“MOU”).

II. Audit Objectives

The objectives of this audit were to:

1. Determine accuracy of the President’s Office expenses recorded in the financials and
ensure they are accurately recorded in the general ledger.

2. Determine whether the expenses classified under the President’s Office adhere to the
applicable policies and procedures for employee expense reimbursements.

III.  Audit Scope and Methodology

The audit scope covered all expenditures classified under the President’s Office (general ledger
division number “500000) for the period of October 1, 2017 to October 31, 2018 in the following

expense categories:

Page 1 of 2



Publications and Books
Printing and Photography
Local Transportation
Training and Conferences
Legislative Travel Expenses
Working Meals

Messenger Services

During this period, the Corporation made reimbursements to the following employees:

e President $12,661.86
e SVP-Administration & Chief of Staff $2,613.81
e Executive Director-Financing & Lending Strategies $2,283.27
e VP-Government Affairs $19,718.39

During this period, the Corporation made direct payments to twenty-four vendors totaling
$30,054.96.

In conducting this audit, we relied on the evaluation of the controls over travel and related expenses
and the analysis of the associated risks performed in the last President’s Office expenses audit
(October 1, 2016 to September 30, 2017). During the audit, we tested controls of expenses
classified under the President’s Office and reviewed the supporting documentation to ensure that
it was complete and that expenses were reasonable, justified, business-related, authorized, and
accurately recorded.

1V. Audit Results:

Upon completion of this audit, we noted no major matters involving internal control and its
operation that we consider to be material weaknesses. We found the Corporation’s guidelines
were effective and that the President’s Office expenses were generally processed with supporting
documentation and correctly recorded according to the policies in the Employee Handbook and
the MOU.

cc: Fric Enderlin, President
Richard Froehlich, COO & First EVP
Jim Quinlivan, SVP, Administration & Chief of Staff
Cathleen Baumann, SVP, Treasurer

Page 2 of 2
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NEW YORK CITY
HOUSING DEVELOPMENT
CORPORATION

MEMORANDUM

TO: Members of the Audit Committee
FROM:  Richard Froehlich ).}~
SUBJECT: Approval of HDC’s Purchasing Guidelines

DATE: May 23, 2019

Pursuant to Sections 2824 (¢) and 2879 of the Public Authorities Law, HDC is required to have its
Members annually review and approve the procurement guidelines of the Corporation. After
approval, the guidelines are submitted to the Office of the State Comptroller, through its Public
Authorities Reporting Information System (“PARIS™). The guidelines are also published on the
Corporation’s website.

Updates to the attached guidelines are related to changes of two titles within HDC since the
guidelines were last approved. One other minor change is related to MIS Purchases over $7,500.
Due to organizational changes made within HDC last year, the IT department now reports to the
Chief Operating Officer and no longer reports to the Senior Vice President of Administration.
Therefore, the approval of purchases over $7,500 will now be done by the Senior Vice President
of Asset Management instead of the Senior Vice President of Administration.

There are no other changes to the guidelines.

Attached are clean and blacklined versions of HDC’s purchasing guidelines.

Recommendation and Action by Members
Staff recommends that the Members approve the attached purchasing guidelines.

110 William Street, Ne_wAY(_)rk, NY 10038 tel: 212.227.5500 fax: 217 997 6R4%



NEW YORK CITY HOUSING DEVELOPMENT CORPORATION
PURCHASING PROCEDURES

Updated as of December 7, 2018
(Reaffirmed on May 30, 2019)

I ORDERING ITEMS

All requests for purchases are to be coordinated through the Department of Office
Services. The employee who requests goods to be purchased must contact the Purchasing
Specialist by e-mail. All requests for purchases must have a prior approval from the
employee’s Department or Division Head. The Purchasing Specialist and the IT Systems
Administrator are the only employees who have the ability to purchase items. However,
the IT Systems Administrator does not have authority to purchase items for any
department other than the MIS Department. In the event such individual is unavailable,
the Vice President of Office Services is deemed to have authority to purchase items.

No item can be purchased without a valid contract. After a Contract Officer from
the Legal Department has determined that a contract is valid and all appropriate
approvals have been confirmed, the Legal Department is responsible for entering details
of the contract into the Oracle Contract Management Module.

For each contract, the following fields are maintained: Contract Number, Contract
Description, Begin Date, Department, Contract Expiration Date, Automatic Renewal and
Comments. The Legal Department is responsible for generating a contract number.

A Purchase Order cannot be created until a contract number is generated. A
contract number can also be generated for vendors used where a contract is not needed or
for an item that cannot be competitively bid (hotel, conferences, meals). In such instances
a memo from the department requesting the contract number will provide the Legal
Department with a written explanation of the vendor chosen and what kind of goods
and/or services are being purchased. The Legal Department will add the vendor to its
spreadsheet and assign the vendor a contract number. Where possible, categories of
vendors (such as books, publications, training and development) will be maintained
under one category by subject. In cases where categorization is not possible such vendor
will receive its own number.

If the amount of goods or services exceeds our competitive bid threshold, then
proper bidding procedures must be adhered to in order to generate a purchase order.

The Legal Department and the Purchasing Specialist should monitor the expiration
date on a contract before a renewal order can be placed. The Purchasing Specialist
shall insure that a product received is in accordance with the contract, but if there is a
service provided, that service should be monitored by the department or employee that
has engaged such service.



Each purchase will go through an electronic email-based hierarchy approval
process except for those purchases that are required to flow through a manual signature
process through the First Executive Vice President/Chief Operating Officer or a Senior
Vice President (such as sign off on time sheets for interns and part-time employees). For
purchases that flow through the email-based hierarchy system, the following procedures
must be completed before a final payment can be generated:

Procedures for Corporate Related Purchases:

After receiving the e-mail request, the Purchasing Specialist will create a Purchase
Order with the specific contract number that was assigned by the Legal Department,
which will be forwarded electronically in Oracle to the Vice President of Office Services
for final review and approval.

If a Purchase Order has goods and/or services valued over $1,500, the Purchase Order
requires an additional level of review and will be electronically routed to the Senjor
Vice President of Asset Management for the final review and approval after the Vice
President of Office Services has reviewed and approved it. After the final approval, the
Purchasing Specialist will be notified electronically and will generate the Purchase Order.

In the event the aforementioned individuals are unavailable for signatures, the following
individuals are authorized to review and approve Purchase Orders: First Executive Vice
President/Chief Operating Officer or a Senior Vice President. In the event the
Purchasing Specialist is unavailable to generate the Purchase Order, the Vice President of
Office Services will create a Purchase Order with the specific contract number that
was assigned by the Legal Department, which will be forwarded electronically in
Oracle to the Senior Vice President of Asset Management for final review and approval.

If a Purchase Order has goods and/or services valued over $1,000,000 the Purchase
Order requires an additional level of review and will be electronically routed to the First
Executive Vice President/Chief Operating Officer for the final review and approval after
the Senior Vice President of Asset Management has reviewed and approved it.

Procedures for MIS Related Purchases:

The IT System Administrator or the Purchasing Specialist will create a Purchase
Order with a specific contract number which will be input into the Oracle database for the
Senior Project Manager, MIS review and approval. The Senior Project Manager, MIS will
review and approve the Purchase Order and forward it to the Vice President of Office
Services. The Vice President of Office Services will review and approve the Purchase
Order and forward it to the Chief Information Officer for final review and approval.

If a Purchase Order has goods and/or services valued over $7,500, the Purchase
Order requires an additional level of review and will be electronically routed to the Senior
Vice President of Asset Management for final review and approval after the Chief
Information Officer has reviewed and approved it. After the final approval the Purchasing
Specialist will be notified electronically and will then generate the Purchase Order.
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CORPORATE PURCHASES (NON-MIS) OVER $1.000,000

Purchasing VP of Office Senior Vice First EVP/Chief
Specialist Enters Services Reviews President of Asset Operating Officer
PO Management Reviews
Reviews
A. PURCHASES REQUIRI MPETIT BIDDI

If the aggregate total of goods and services is over $5,000, then a competitive
bidding process must be performed prior to the purchase of such goods and services. A
Purchase Order will not be generated until such process has been successfully completed.
Upon successful completion, the Purchase Order will be generated and forwarded to the
Cash Management Department, Accounts Payable Administrator. The following
procedures shall be followed:

1. The Purchasing Specialist, after receiving the e-mail request for goods
will contact at least three vendors for price quotes, including at least one vendor @Gf
available) on a list of approved vendors maintained by the New York State Office of
General Services. This solicitation can be done either verbally or in writing. However,
written solicitations are required for all purchases that are expected to equal or exceed
$10,000. The written solicitation must contain a description of the item; the date the bid
must be received by HDC and the name and telephone number of the Purchasing
Specialist. Responsive bids must be obtained from at least two vendors.

For office, computer and pantry supplies, printing services, and other
similar items ordered frequently, bids should be obtained annually or in some cases every
two or three years (such determination shall be made by either the VP of Office Services,
First Executive Vice President/Chief Operating Officer or a Senior Vice President or
Chief Information Officer for MIS related supplies). A summary of received bids
should be completed by the Purchasing Specialist and/or IT Systems Administrator
and submitted to the Chief Information Officer, VP of Office Services, and/or Senior
Vice President for approval.

All other items totaling over $5,000 must be bid at the time of request,
unless an emergency purchase must be made. The order is to be awarded based on the
most favorable bid or advantageous offer.

If the lowest bidder or the bidder with the most advantageous offer is
found to be non-responsive or not responsible, the Purchasing Specialist will provide a
written determination describing the specific reasons for such findings.  This written
determination is to be reviewed and approved by the VP of Office Services, First
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Executive Vice President/Chief Operating Officer or a Senior Vice President or Chief
Information Officer for MIS related items and retained in the vendor file.

Price quotes for technical items can be obtained by the applicable
department. For example: the MIS Department can obtain bids for computer equipment
and software purchases. The procedures set forth in the preceding paragraph must be
followed and all documentation must be forwarded to the Purchasing Department before a
purchase order will be generated.

If there is only one source for the required item, the determination and the
basis must be in writing and submitted to the VP of Office Services, First Executive
Vice President/Chief Operating Officer or a Senior Vice President or Chief Information
Officer for MIS related items for review and approval. This documentation is to be
retained in the vendor file.

If an emergency purchase has to be made, a written determination of the
basis for the emergency procurement is to be made as soon as possible. This is to be
approved by the VP of Office Services, First Executive Vice President/Chief Operating
Officer or Senior Vice President, or Chief Information Officer for MIS related items and
filed in the vendor file.

All goods must be purchased through a valid contract. In instances where
common purchases are done and a contract will not be obtained, a memo is written and
stored with the Legal Department detailing the purchase and reason for using a specific
vendor. This memo will be used as a reference in creating a contract number for use
within the Purchase Order system. When contracts are done, the contract must be
reviewed and approved by the Legal Department and signed by the President, First
Executive Vice President/Chief Operating Officer or a Senior Vice President. All
approved contracts must be sent to the Scanning Specialist for scanning.

2. The Purchase Order will then be routed to the Purchasing Specialist,
who will then place the order with the vendor. Under HDC’s data management
program, an open Purchase Order file can be accessed only by the following people:

Purchasing Specialist

Accounts Payable Administrator
Vice President of Office Services
IT System Administrator

3. All purchases must be made with the prior approval of the VP of
Office Services, First Executive Vice President/Chief Operating Officer or Senior Vice
President, or Chief Information Officer for MIS related purchases. The Corporation will

not be responsible for purchases made without an authorized Purchase Order.

4. The Purchasing Department is to perform an as needed review of the
City's Vendex and Office of General Services list to obtain or review vendors. This list
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will also serve as the determination of whether the vendor is classified as a minority or
women-owned enterprise. Efforts are to be made to include minority and women-owned
enterprises.

B. PURCHASES NOT REQUIRING COMPETITIVE BIDDING

Certain items cannot be competitively bid due to their nature. The following is a
list of categories to date that cannot be competitively bid:

Books & Publications: A check request form is to be prepared in lieu of a
purchase order. The check request shall be approved by the employee's Division
Head, Department Head and the Senior Vice President Treasurer and then retained
in the vendor file;

Local Transportation: A list of car services utilized by the Corporation and
comparison of charges shall be maintained by the VP of Office Services.

Training & Conference: Literature pertaining to the class or conference shall be
retained in the vendor file. All requests must be approved by the Division Head,
the Department Head and the Senior Vice President Treasurer;

Memberships: Renewal notices and/or literature pertaining to the organization is
to be retained in the vendor file. The employee’s Division Head, Department
Head and the Senior Vice President Treasurer must approve all memberships; and

Employment Agencies: All agencies must agree in writing to HDC's fee policy
before applicants can be interviewed. A copy of this agreement is to be retained
in the vendor file.

Contract numbers must be received for all items even if such items cannot be bid.
The contract number will be used as a reference in creating a contract number for use
within the Purchase Order system.

The following procedures shall be followed for those items that cannot be
competitively bid:

The department requesting the contract number will provide the Legal Department
with a written explanation of the vendor chosen and what kind of goods and/or services are
being purchased. The Legal Department will add the vendor to its spreadsheet and
assign the vendor a contract number. Where possible categories of vendors (such as
books, publications, training and development), will be maintained under one category by
subject. In cases where categorization is not possible such vendor will receive its own
number.



C. PURCHASES ON THE INTERNET

All requests for purchases on the Internet are to be coordinated through the
Department of Office Services. In this case employees shall also send an e-mail to the
Purchasing Specialist describing the items requested, and follow the procedures
previously set forth in either Section IA or IB, whichever is applicable.

D. PURCHASING VERSUS LEASING

In certain circumstances the Corporation may determine to lease products rather
than purchasing them. For these items the procedures set forth in the previous paragraphs
should also be followed. In addition, an analysis should be performed to compare the
costs and benefits of buying versus leasing such item. The terms of the lease should be
compared to the terms of purchasing the item outright to determine the best option. The
buy versus lease analysis should be submitted to the VP of Office Services, First
Executive Vice President/Chief Operating Officer or Senior Vice President, or Chief
Information Officer for MIS related items for review and approval and filed in the vendor
file.

E. COMPETITIVE PROPOSAL PROCESS

A request for proposal process must be conducted for the selection of:
Legal Counsel
Underwriters
Annual Report Design
Auditing and Accounting Services: The Corporation must follow the City
Comptroller’s Directive No.22, "Guidelines for Component Unit Audit & Financial

Reporting" when selecting a Certified Public Accounting firm:

* Requests for proposals should be sent to at least five firms selected from
those on the Comptroller's approved list.

¢ Contracts should not be awarded for more than four years.

¢ Firms performing the audit for more than four consecutive years should be
required to assign a different senior manager and partner in charge.

* The audit selection process should be completed no later than 60 days
after the beginning of the Corporation's fiscal year.

A request for proposals may also be required for the selection of other
7



professional services; such determination shall be made by the Legal Department.

II. RECFEIVING ITEMS

Upon receipt of the goods by the Receiving Clerk or designee, the following
process shall be followed:

1. The Receiving Clerk or designee who receives the goods shall date and initia] the
packing slips, and then check them in Oracle as received;

2. The Purchase Order is compared to the packing slip and the items received to
ensure that the order is complete. The Receiving Clerk shall maintain a file for al

packing slips;

3. Any discrepancy must be noted on the Purchase Order and Packing Slip and
brought to the attention of the Purchasing Specialist;

4. Orders shall not be accepted if a material discrepancy exists or if goods delivered
are damaged;

5. The Receiving Clerk shall make an entry in Oracle that the item has been
received; and

6. The Purchasing Specialist is responsible for all follows-up with respect to
discrepancies and damaged items including if an item has not been received in a
reasonable amount of time.

II1. ROCESSING INVOICES - A NTS PAYABLE

In order to process an invoice received, the following procedures shall be
followed:

1. The Accounts Payable Administrator shall receive and review all Invoices
received and such invoices shall be compared to the Purchase Order. If g
Purchase Order has not been created, the Accounts Payable Administrator
will forward the invoice, along with the appropriate documentation (e.g.,
accounts payable voucher, personal reimbursement form, or travel expense
form, depending upon which is applicable) to the Purchasing Specialist
who will then create a Purchase Order. The Purchasing Specialist
will then forward the Purchase Order through Oracle to the Vice President
of Office Services for review and approval. The Purchasing Specialist
will return the invoice and attached documentation to the Accounts
Payable Administrator who will then create an invoice batch.  Any
discrepancies are to be brought to the attention of the Purchasing
Specialist, and the invoice should not be paid until all discrepancies have
been resolved. Invoices that do not require a Purchase Order (e. g. payments
for bond programs) are to be referred to the individual who initiated the
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order for proper authorization;

2. The Accounts Payable Administrator will then prepare the Payment Batch.
During this stage, the Preliminary Payment Register, Checks, and Final Payment Register
are printed.

3. Upon receipt of written authorization from the Vice President or Assistant
Vice President of the Cash Management division, the Accounts Payable Administrator
will forward the checks, invoices, and Final Payment Register to the Senior Vice
President Treasurer for review. In the Senior Vice President Treasurer’s absence, such
documentation shall be sent to the First Executive Vice President/Chief Operating
Officer.

4. The Final Payment Register must be signed by the President for all checks
greater than $20,000. The President shall not approve any invoices unless and until
approval has been obtained by the Senior Vice President Treasurer. Once approved, all
documentation shall be returned to the Senior Vice President Treasurer. Once complete,
all checks and supporting documents will be forwarded to the Controller for the second
signature,

5. In the event the aforementioned individuals are unavailable for signatures,
the following individuals are authorized to sign checks: President, First Executive Vice
President/Chief Operating Officer, Senior Vice President of Asset Management, and
Senior Vice President Capital Markets. The Final Payment Register may be signed by the
First Executive Vice President/Chief Operating Officer in the absence of the President.
During this process, the Accounts Payable Administrator will keep track of the payment
registers signed by these authorized individuals.

6. The Accounts Payable Administrator shall prepare and submit a
disbursement along with the Preliminary Payment Report to Cash Management, who will
fund the OTPS bank account;

7. Invoices in the Imaging system will be stamped “paid”. In terms of the
paper vendor files, invoices received from vendors must be stamped “paid” when
payment is made. In cases where there are multiple pages of invoices such as telephone
bills, the page with the remittance stub should be stamped “paid”. If there is no
remittance stub page then all pages of the invoice must be stamped. Documents such as
check requests and personal reimbursement forms should have all supporting
documentation such as receipts, memos and emails attached to it. The check request and
the personal reimbursement forms should be stamped “paid”;

8. The Accounts Payable Administrator shall make the necessary copies and
mail the payment and remittance copy to the vendor;

9. All voided checks automatically voided by the computer will be sent to the
Accounting Department for reference; and



10.  The Accounts Payable Administrator will file the invoices and the check
stubs in the vendor’s file and shall maintain a register of such transactions.
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NEW YORK CITY HOUSING DEVELOPMENT CORPORATION

PURCHASING PROCEDURES

Updated as of December 7, 2018November19,
2045

(Reaffirmed on May 30, 2019reh-16,2017)

L RDERING ITE

All requests for purchases are to be coordinated through the Department of Office
Services. The employee who requests goods to be purchased must contact the Purchasing

However, the IT Systems Administrator does not have authority to purchase items for any
department other than the MIS Department. In the event such individual is unavailable,
the Vice President of Office Services is deemed to have authority to purchase items,

No item can be purchased without a valid contract. After a Contract Officer from
the Legal Department has determined that a contract is valid and all appropriate
approvals have been confirmed, the Legal Department is responsible for entering details
of the contract into the Oracle Contract Management Module.,

For each contract, the following fields are maintained: Contract Number, Contract
Description, Begin Date, Department, Contract Expiration Date, Automatic Renewal and
Comments. The Legal Department is responsible for generating a contract number.

A Purchase Order cannot be created until a contract number is generated. A
contract number can also be generated for vendors used where a contract is not needed or

If the amount of goods or services exceeds our competitive bid threshold, then
proper bidding procedures must be adhered to in order to generate a purchase order.

The Legal Department and the Purchasing SpecialistManager should monitor the
expiration date on a contract before a renewal order can be placed. The Purchasing
SpecialistManager shall insure that a product received is in accordance with the
contract, but if there is a service provided, that service should be monitored by the
department or employee that has engaged such service.
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Each purchase will go through an electronic email-based hierarchy approval
process except for those purchases that are required to flow through a manual signature
process through the First Executive Vice President/Chief Operating Officer/Executive
Viee-President or a Senior Vice President (such as sign off on time sheets for interns and
part-time employees). For purchases that flow through the email-based hierarchy system,
the following procedures must be completed before a final payment can be generated:

Procedures for Corporate Related Purchases:

After receiving the e-mail request, the Purchasing SpecialistManager will create a
Purchase Order with the specific contract number that was assigned by the Legal
Department, which will be forwarded electronically in Oracle to the Vice President of
Office Services for final review and approval.

If a Purchase Order has goods and/or services valued over $1,500, the Purchase Order
requires an additional level of review and will be electronically routed to the Senior
Vice President of Asset Management for the final review and approval after the Vice
President of Office Services has reviewed and approved it. After the final approval, the
Purchasing SpecialistManager will be notified electronically and will generate the
Purchase Order.

In the event the aforementioned individuals are unavailable for signatures, the following
individuals are authorized to review and approve Purchase Orders: First Executive Vice
President/Chief Operating Officer/Exeeutive-Viee-President or a Senior Vice President.
In the event the Purchasing SpecialistManager is unavailable to generate the Purchase
Order, the Vice President of Office Services will create a Purchase Order with the
specific contract number that was assigned by the Legal Department, which will be
forwarded electronically in Oracle to the Senior Vice President of Asset Management for
final review and approval.

If a Purchase Order has goods and/or services valued over $1,000,000 the Purchase
Order requires an additional level of review and will be electronically routed to the First

Executive Vice President/Chief Operating Officer/Exeeutive-Viee-President for the final

review and approval after the Senior Vice President of Asset Management has reviewed
and approved it.

Procedures for MIS Related Purchases:

The IT System Administrator or the Purchasing SpecialistManager will create a
Purchase Order with a specific contract number which will be input into the Oracle
database for the Senior Project Manager, MIS review and approval. The Senior Project
Manager, MIS will review and approve the Purchase Order and forward it to the Vice
President of Office Services. The Vice President of Office Services will review and
approve the Purchase Order and forward it to the Chief Information Officer for final
review and approval.

If a Purchase Order has goods and/or services valued over $7,500, the Purchase

2



Order requires an additional level of review and will be electronically routed to the Senior
Vice President of Asset ManagementAdministration for final review and approval after the
Chief Information Officer has reviewed and approved it. After the final approval the
Purchasing SpecialistManager will be notified electronically and will then generate the
Purchase Order.

If there is a change on an MIS related Purchase Order after it has gone through all
necessary approvals, the IT System Administrator will notify the Purchasing
SpecialistManager of the change by e-mail. The Purchasing SpecialistManager will in
turn make the change within the Oracle system and resubmit the Purchase Order for
approval.

In the event the aforementioned individuals are unavailable for signatures, the
following individuals are authorized to review and approve Purchase Orders: First
Executive Vice President/Chief Operating Officer/Exeeutive-Vice-President or a Senior
Vice President. In the event the IT System Administrator is unavailable to generate the
Purchase Order, the Senior Project Manager, MIS can begin the Purchase Order process
within the IT System.

CORPORATE PURCHASES (NON-MI NDER $1.500
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A. PURCHASES REQUIRING COMPETITIVE BIDDING

If the aggregate total of goods and services is over $5,000, then a competitive
bidding process must be performed prior to the purchase of such goods and services. A
Purchase Order will not be generated until such process has been successfully completed.
Upon successful completion, the Purchase Order will be generated and forwarded to the
Cash Management Department, Accounts Payable Administrator. The following
procedures shall be followed:

1. The Purchasing SpecialistManages, after receiving the e-mail request for
goods will contact at least three vendors for price quotes, including at least one vendor (if
available) on a list of approved vendors maintained by the New York State Office of
General Services. This solicitation can be done either verbally or in writing. However,
written solicitations are required for all purchases that are expected to equal or exceed
$10,000. The written solicitation must contain a description of the item; the date the bid
must be received by HDC and the name and telephone number of the Purchasing
Specialist-Manager. Responsive bids must be obtained from at least two vendors.

For office, computer and pantry supplies, printing services, and other
similar items ordered frequently, bids should be obtained annually or in some cases every
two or three years (such determination shall be made by either the VP of Office Services,
First Executive Vice President/Chief Operating Officer/Executive—Viee—President or a
Senior Vice President or Chief Information Officer for MIS related supplies). A
summary — of received bids should be completed by the Purchasing
SpecialistManager and/or IT Systems Administrator and submitted to the Chief
Information Officer, VP of Office Services, and/or Senior Vice President for approval.

All other items totaling over $5,000 must be bid at the time of request,
unless an emergency purchase must be made. The order is to be awarded based on the
most favorable bid or advantageous offer.

If the lowest bidder or the bidder with the most advantageous offer is
found to be non-responsive or not responsible, the Purchasing SpecialistManager will
provide a written determination describing the specific reasons for such findings.  This
written determination is to be reviewed and approved by the VP of Office Services,
First Executive Vice President/Chief Operating Officer/Executive—Vice—President or a
Senior Vice President or Chief Information Officer for MIS related items and retained in
the vendor file.




Price quotes for technical items can be obtained by the applicable
department. For example: the MIS Department can obtain bids for computer equipment
and software purchases. The procedures set forth in the preceding paragraph must be
followed and all documentation must be forwarded to the Purchasing Department before a
purchase order will be generated.

If there is only one source for the required item, the determination and the
basis must be in writing and submitted to the VP of Office Services, First Executive
Vice President/Chief Operating Officer/Executive—Viee—President or a Senior Vice
President or Chief Information Officer for MIS related items for review and approval.
This documentation is to be retained in the vendor file.

If an emergency purchase has to be made, a written determination of the
basis for the emergency procurement is to be made as soon as possible. This is to be
approved by the VP of Office Services, First Executive Vice President/Chief Operating
Officer or Senior Vice President, or Chief Information Officer for MIS related items and
filed in the vendor file.

All goods must be purchased through a valid contract. In instances where
common purchases are done and a contract will not be obtained, a memo is written and
stored with the Legal Department detailing the purchase and reason for using a specific
vendor. This memo will be used as a reference in creating a contract number for use
within the Purchase Order system. When contracts are done, the contract must be
reviewed and approved by the Legal Department and signed by the President, First
Executive Vice President/Chief Operating Officer/Exeeutive-VieePresident or a Senior
Vice President. All approved contracts must be sent to the Scanning Specialist for
scanning.

2. The Purchase Order will then be routed to the Purchasing
SpecialistManager, who will then place the order with the vendor. Under HDC’s data
management program, an open Purchase Order file can be accessed only by the following

people:

Purchasing Specialist ¥

Accounts Payable Administrator

Vice President of Office Services

IT System Administrator

3. All purchases must be made with the prior approval of the VP of

Office Services, First Executive Vice President/Chief Operating Officer/Executive-Vice
President or Senior Vice President, or Chief Information Officer for MIS related

purchases. The Corporation will not be responsible for purchases made without an
authorized Purchase Order.




4. The Purchasing Department is to perform an as needed review of the
City's Vendex and Office of General Services list to obtain or review vendors. This list
will also serve as the determination of whether the vendor is classified as a minority or
women-owned enterprise. Efforts are to be made to include minority and women-owned
enterprises.

B. PURCHASES NOT REQUIRING COMPETITIVE BIDDING

Certain items cannot be competitively bid due to their nature. The following is a
list of categories to date that cannot be competitively bid:

Books & Publications: A check request form is to be prepared in lieu of a
purchase order. The check request shall be approved by the employee's Division
Head, Department Head and the Senior Vice President Treasurer and then retained
in the vendor file;

Local Transportation: A list of car services utilized by the Corporation and
comparison of charges shall be maintained by the VP of Office Services.

Training & Conference: Literature pertaining to the class or conference shall be
retained in the vendor file. All requests must be approved by the Division Head,
the Department Head and the Senior Vice President Treasurer;

Memberships: Renewal notices and/or literature pertaining to the organization is
to be retained in the vendor file. The employee’s Division Head, Department
Head and the Senior Vice President Treasurer must approve all memberships; and

Employment Agencies: All agencies must agree in writing to HDC's fee policy
before applicants can be interviewed. A copy of this agreement is to be retained
in the vendor file.

Contract numbers must be received for all items even if such items cannot be bid.
The contract number will be used as a reference in creating a contract number for use
within the Purchase Order system.

The following procedures shall be followed for those items that cannot be
competitively bid:

The department requesting the contract number will provide the Legal Department
with a written explanation of the vendor chosen and what kind of goods and/or services are
being purchased. The Legal Department will add the vendor to its spreadsheet and
assign the vendor a contract number. Where possible categories of vendors (such as
books, publications, training and development), will be maintained under one category by
subject. In cases where categorization is not possible such vendor will receive its own
number.



C. PURCHASES ON THE INTERNET

All requests for purchases on the Internet are to be coordinated through the
Department of Office Services. In this case employees shall also send an e-mail to the
Purchasing SpecialistManager describing the items requested, and follow the
procedures previously set forth in either Section IA or IB, whichever is applicable.

D. PURCHASING VERSUS LEASING

In certain circumstances the Corporation may determine to lease products rather
than purchasing them. For these items the procedures set forth in the previous paragraphs
should also be followed. In addition, an analysis should be performed to compare the
costs and benefits of buying versus leasing such item. The terms of the lease should be
compared to the terms of purchasing the item outright to determine the best option. The
buy versus lease analysis should be submitted to the VP of Office Services, First
Executive Vice President/Chief Operating Officer or Senior Vice President, or Chief
Information Officer for MIS related items for review and approval and filed in the vendor
file.

E. COMPETITIVE PROPOSAL PROCESS

A request for proposal process must be conducted for the selection of:
Legal Counsel
Underwriters
Annual Report Design
Auditing and Accounting Services: The Corporation must follow the City
Comptroller’s Directive No.22, "Guidelines for Component Unit Audit & Financial

Reporting” when selecting a Certified Public Accounting firm:

* Requests for proposals should be sent to at least five firms selected from
those on the Comptroller's approved list.

* Contracts should not be awarded for more than four years.

¢ Firms performing the audit for more than four consecutive years should be
required to assign a different senior manager and partner in charge.

* The audit selection process should be completed no later than 60 days
after the beginning of the Corporation's fiscal year.

A request for proposals may also be required for the selection of other
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professional services; such determination shall be made by the Legal Department.



II. RECEIVING ITEMS

Upon receipt of the goods by the Receiving Clerk or designee, the following
process shall be followed:

1. The Receiving Clerk or designee who receives the goods shall date and initial the
packing slips, and then check them in Oracle as received,

2. The Purchase Order is compared to the packing slip and the items received to
ensure that the order is complete. The Receiving Clerk shall maintain a file for all
packing slips;

3. Any discrepancy must be noted on the Purchase Order and Packing Slip and
brought to the attention of the Purchasing SpecialistManages;

4. Orders shall not be accepted if a material discrepancy exists or if goods delivered
are damaged;

5. The Receiving Clerk shall make an entry in Oracle that the item has been
received; and

6. The Purchasing SpecialistManager is responsible for all follows-up with respect to
discrepancies and damaged items including if an item has not been received in a
reasonable amount of time.

III.  PROCESSING INVOICES - ACCOUNTS PAYABLE

In order to process an invoice received, the following procedures shall be
followed:

1. The Accounts Payable Administrator shall receive and review all Invoices
received and such invoices shall be compared to the Purchase Order. If a Purchase Order
has not been created, the Accounts Payable Administrator will forward the invoice, along
with the appropriate documentation (e.g., accounts payable voucher, personal
reimbursement form, or travel expense form, depending upon which is applicable) to the
Purchasing SpecialistManager who will then create a Purchase Order. The
Purchasing SpecialistManager will then forward the Purchase Order through Oracle to
the Vice President of Office Services for review and approval. The Purchasing
SpecialistManager will return the invoice and attached documentation to the Accounts
Payable Administrator who will then create an invoice batch. Any discrepancies are to
be brought to the attention of the Purchasing SpecialistManages, and the invoice should
not be paid until all discrepancies have been resolved. Invoices that do not require a
Purchase Order (e.g. payments for bond programs) are to be referred to the individual who
initiated the order for proper authorization;

2. The Accounts Payable Administrator will then prepare the Payment Batch.
During this stage, the Preliminary Payment Register, Checks, and Final Payment Register
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are printed.

3. Upon receipt of written authorization from the Vice President or Assistant
Vice President of the Cash Management division, the Accounts Payable Administrator
will forward the checks, invoices, and Final Payment Register to the Senior Vice
President Treasurer for review. In the Senior Vice President Treasurer’s absence, such
documentation shall be sent to the First Executive Vice President/Chief Operating
Officer.

4. The Final Payment Register must be signed by the President for all checks
greater than $20,000. The President shall not approve any invoices unless and until
approval has been obtained by the Senior Vice President Treasurer. Once approved, all
documentation shall be returned to the Senior Vice President Treasurer. Once complete,
all checks and supporting documents will be forwarded to the Controller for the second
signature.

5. In the event the aforementioned individuals are unavailable for signatures,
the followmg 1nd1v1duals are authorized to 51gn checks President, Flrst Executlve Vice

Real-Estate, Senior Vice President of Asset Management and Senior Vice President
Capital Markets. The Final Payment Register may be signed by the First Executive Vice

Pr651dent/Ch1ef Operating Ofﬁcer#ExeeﬁHve—\Ltee—Pfeﬂdeﬁt—E*eet&we—Pres&deﬂt——ef

in the absence of the
President. During this process, the Accounts Payable Administrator will keep track of the
payment registers signed by these authorized individuals.

6. The Accounts Payable Administrator shall prepare and submit a
disbursement along with the Preliminary Payment Report to Cash Management, who will
fund the OTPS bank account;

7. Invoices in the Imaging system will be stamped “paid”. In terms of the
paper vendor files, invoices received from vendors must be stamped “paid” when
payment is made. In cases where there are multiple pages of invoices such as telephone
bills, the page with the remittance stub should be stamped “paid”. If there is no
remittance stub page then all pages of the invoice must be stamped. Documents such as
check requests and personal reimbursement forms should have all supporting
documentation such as receipts, memos and emails attached to it. The check request and
the personal reimbursement forms should be stamped “paid”;

8. The Accounts Payable Administrator shall make the necessary copies and
mail the payment and remittance copy to the vendor;

9. All voided checks automatically voided by the computer will be sent to the
Accounting Department for reference; and

10.  The Accounts Payable Administrator will file the invoices and the check
stubs in the vendor’s file and shall maintain a register of such transactions.
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