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M E M O R A N D U M 
 
 
To:  The Chairperson and Members 
 
From:  Eric Enderlin 

President 
 
Date:  March 20, 2026 
 
Re:  Risk Share Loss Reserve Policy 
_________________________________________________________________________ 
 
I am pleased to recommend that the Members approve a revised policy for the Corporation’s 
Risk Share Loss Reserve. 
 
Background 
 
In November 2011, the Members approved the establishment and ongoing funding from 
corporate reserves of a reserve fund for mortgage loans insured by the Department of 
Housing and Urban Development’s Federal Housing Administration (FHA) Risk-Sharing 
Program.1 Although the program did not require the Corporation to maintain such a reserve, 
management recommended establishing it as a prudent measure to mitigate potential claims 
under the program. The reserve was capitalized at a level equal to 20% of the insured 
amounts for which the Corporation was responsible. 
 
In June 2017, the Members approved reducing the amount of loss reserves from the 
conservative level adopted in 2011. Although the Corporation’s top-tier Housing Finance 
Agency designation meant that FHA did not require reserves, the Members approved 
resetting the reserve requirement to a level consistent with FHA’s rules for participants without 
a top-tier designation. This change was intended to more appropriately reflect the underlying 
credit risk of the FHA-insured portfolio and reduce unnecessary balance-sheet strain. 

 
1 Also called the Housing Finance Agency (HFA) Risk-Sharing Program under Section 542(c) of the Housing and 
Community Development Act of 1992. Prior board materials use both “HFA Risk Share” and “FHA Risk Share” 
terminology (and similar variants for the reserve) to refer to the same FHA Risk-Sharing Program and the reserve 
established in November 2011. 

https://nychdc.na1.echosign.com/verifier?tx=CBJCHBCAABAAwuJ8w0DyqJ_GUtgHe_ZPF71R-ucXgOqZ
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As the Corporation’s balance sheet has grown, its use of financing structures that include 
loss-sharing risk has also increased, including within the Permanent Affordability 
Commitment Together (PACT) portfolio. The revised policy would expand the scope of the 
reserve beyond the FHA Risk-Sharing Program to include other programs under which the 
Corporation bears loss-sharing risk, while continuing to calculate the reserve requirement 
using the existing tiered framework. 
 
As of October 31, 2025, the Corporation’s risk exposure for mortgage loans subject to the 
reserve requirement was $1,272,649,950 and the reserve balance was $6,882,000. Under 
the revised policy, the reserve requirement would be $7,488,250. Additional detail is 
presented in the attached table. 
 
Although the Corporation is not required to maintain a reserve under the FHA Risk-Sharing 
Program, nor under the other programs covered by the revised policy, management believes 
it is prudent to do so as a proactive measure to support risk management, mitigate potential 
claims and other loss-sharing obligations, and ensure funds are available to meet the 
Corporation’s responsibilities should they arise. 
 
Action by the Members 
 
The Members are requested to approve the revised Risk Share Loss Reserve Policy. 
 
Attachments 
 

A. Risk Share Loss Reserve Policy 
B. Risk Share Loss Reserve Analysis 
C. 2017 Board Memorandum Amending Reserve Requirement 
D. 2011 Board Memorandum Establishing Reserve Requirement 

 



 
 

 
 

 
 
 
 
 

Risk Share Loss Reserve Policy 
 

1. The reserve fund shall be called the Risk Share Loss Reserve. 

2. The reserve shall be held in a sub-account of the Corporate Services Fund. 

3. The reserve requirement shall apply to: 

a. mortgage loans for which the Corporation has loss-sharing exposure supported 

by its general obligation pledge, such as through the FHA Risk-Sharing 

Program or certain GSE risk-sharing arrangements; and 

b. at the reasonable discretion of the Corporation, other mortgage loans for which 

the Corporation has loss-sharing exposure and for which no separate reserves 

are maintained. 

4. The reserve requirement shall be calculated using the portion of the total unpaid 

principal balance of such loans that is the Corporation’s risk exposure, as follows: 

a. An initial amount of not less than $500,000; plus 

b. 1.00% of the balance less than or equal to $50,000,000; plus 

c. 0.75% of the balance greater than $50,000,000 and less than $150,000,000; 

plus 

d. 0.50% of the balance greater than or equal to $150,000,000. 

5. The reserve requirement shall be calculated as of the end of each fiscal year to ensure 

the reserve balance is sufficient. 

6. The total unpaid principal balance, the Corporation’s risk exposure, the reserve 

requirement, and the reserve balance shall be reported to the Corporation’s Audit 

Committee on an annual basis. 

7. Any change to the reserve policy shall be presented to and approved by the Members 

of the Corporation’s Audit Committee.



 
 

 
 

New York City Housing Development Corporation
Risk Share Loss Reserve Analysis
As of October 31, 2025

Total Unpaid
 Principal Balance

HDC Risk 
Exposure

Reserve 
Requirement

Loans Currently Subject 
to Reserve Requirement

2,951,588,771$                 1,080,764,437$                 6,528,822$                         

Loans Added Under 
Revised Reserve Policy

1,918,855,134 191,885,513 959,428

Total 4,870,443,905$                 1,272,649,950$                 7,488,250$                         

Reserve Balance 6,882,000$                         

Reserve Balance Over / (Under) Reserve Requirement (606,250)$                           
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