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Report of Independent Auditors 

New York State Housing Finance Agency 
New York, New York 

We have audited the financial statements of the New York State Housing Finance Agency (a 
component unit of the State of New York) (the “Agency”) as of and for the years ended 
October 31, 2012 and 2011, and have issued our report thereon dated January 29, 2013. We also 
have audited the accompanying Schedule of Investments of the Agency as of October 31, 2012 
and 2011. This schedule is the responsibility of the Agency’s management. Our responsibility is 
to express an opinion on this schedule based on our audit.  

We conducted our audits in accordance with auditing standards generally accepted in the United 
States and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the Schedule of Investments is free 
of material misstatement. We were not engaged to perform an audit of the Agency’s internal 
control over financial reporting. Our audits included consideration of internal control over financial 
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness of the Agency’s internal control 
over financial reporting. Accordingly, we express no such opinion. An audit also includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion. 

In our opinion, the schedule referred to above presents fairly, in all material respects, the 
investments of the Agency at October 31, 2012 and 2011, in conformity with US generally 
accepted accounting principles. 

In accordance with Government Auditing Standards, we have also issued our report dated 
January 29, 2013 on our consideration of the Agency’s internal control over financial reporting and 
on our tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements and other matters. The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on the internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and should be 
considered in assessing the results of our audit. 

EY 
January 29, 2013  

A member firm of Ernst & Young Global Limited 

Ernst & Young LLP 
5 Times Square 
New York, NY  10036-6530 
 Tel:  +1 212 773 3000 
Fax: +1 212 773 6350 
www.ey.com 
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Report on Internal Control Over Financial Reporting  
and on Compliance and Other Matters Based on 

an Audit of Financial Statements Performed  
in Accordance with Government Auditing Standards 

New York State Housing Finance Agency 
New York, New York 

We have audited the financial statements of the New York State Housing Finance Agency (a 
component unit of the State of New York) (the “Agency”), as of and for the year ended 
October 31, 2012, and have issued our report thereon dated January 29, 2013. We have also 
audited the Schedule of Investments of the Agency as of October 31, 2012. We conducted our 
audit in accordance with auditing standards generally accepted in the United States and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

Management of the Agency is responsible for establishing and maintaining effective internal 
control over financial reporting. In planning and performing our audit, we considered the 
Agency’s internal control over financial reporting as a basis for designing our auditing 
procedures for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the Agency’s internal control over 
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the 
Agency’s internal control over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis. A material weakness is a 
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and was not designed to identify all deficiencies in 
internal control that might be deficiencies, significant deficiencies or material weaknesses. We 
did not identify any deficiencies in internal control over financial reporting that we consider to 
be material weaknesses, as defined above.  

A member firm of Ernst & Young Global Limited 

Ernst & Young LLP 
5 Times Square 
New York, NY  10036-6530 
 Tel:  +1 212 773 3000 
Fax: +1 212 773 6350 
www.ey.com 
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Compliance and Other Matters 

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

This report is intended solely for the information and use of management, the Board Members, 
others within the entity and the Office of the State Comptroller of the State of New York, and is 
not intended to be and should not be used by anyone other than these specified parties. 

EY 
January 29, 2013  

 



  
 4

New York State Housing Finance Agency  
(A Component Unit of the State of New York) 

Schedule of Investments 
(In Thousands of Dollars) 

 October 31 
 2012 2011 

    
Restricted  $ 1,397,290 $ 1,322,427 
Unrestricted 142,345 135,958 
Total investments $ 1,539,635 $ 1,458,385 

The accompanying notes are an integral part of this schedule. 
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New York State Housing Finance Agency  
(A Component Unit of The State of New York) 

Notes to Schedule of Investments 

October 31, 2012 

1. Background and Organization 

The New York State Housing Finance Agency (“Agency”), a component of the State of New 
York (“State”), is a corporate governmental agency constituted as a public benefit corporation 
under the provisions of the State Private Housing Finance Law. The Agency is empowered to 
finance or contract for the financing of the construction, acquisition or refinancing of loans for: 
(a) housing units for sale or rent to low and moderate income persons, families, and senior 
citizens, (b) municipal health facilities, (c) non-profit health care facilities, (d) community 
related facilities and (e) to provide funds to repay the State for amounts advanced to finance the 
cost of various housing assistance programs. The Agency is also empowered, through its Capital 
Grant Low Rent Assistance Program, to provide rental housing to low and middle income 
persons or families. Additionally, the Agency participates in the federal government’s housing 
assistance programs, principally those established by Section 236 of the National Housing Act 
and Section 8 of the U.S. Housing Act of 1937. These federal programs provide interest 
reduction and rental assistance subsidies, respectively, to eligible projects and tenants. 

The Agency administers the State’s Housing Project Repair and Infrastructure Trust Fund 
Programs. The Housing Project Repair Program is to be used to correct construction-related and 
energy, health and safety problems or deficiencies at Mitchell-Lama housing projects that are at 
current economic rent or that enter into mortgage modification agreements with the Agency. The 
Infrastructure Trust Fund Programs provide grants for the development of affordable housing 
throughout New York State. 

The Agency finances most of its activities through the issuance of bonds. As of October 31, 
2012, the Agency is authorized to issue bonds up to the amount of approximately $17.28 billion 
to finance housing projects. Additionally, as of October 31, 2012, the Agency is authorized to 
issue Service Contract Obligation Revenue Bonds, Service Contract Revenue Bonds and 
Personal Income Tax Revenue Bonds in the amount of approximately $2.74 billion. 

In accordance with section 2100 of the Codification of Governmental Accounting and Financial 
Reporting Standards, the Agency’s financial statements are included in the State of New York’s 
annual financial statements as a component unit of the State. 

 



New York State Housing Finance Agency  
(A Component Unit of The State of New York) 

Notes to Schedule of Investments (continued) 
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1. Background and Organization (continued) 

The Private Housing Finance Law, as amended in 1985, established the New York State Housing 
Trust Fund Corporation (HTFC) and the New York State Affordable Housing Corporation 
(AHC), both public benefit corporations, as subsidiary corporations of the Agency. In addition, 
as amended through 1990, such law established the New York State Homeless Housing and 
Assistance Corporation (“HHAC”). The Agency does not have financial accountability for these 
corporations; accordingly, they are not component units of the Agency in accordance with the 
requirements of the Governmental Accounting Standards Board (GASB) Statement No. 61 
(GASB Statement No. 61), Financial Reporting Entity: Omnibus. GASB Statement No. 61 is 
designed to improve financial reporting for governmental entities by amending the requirements 
of GASB Statement No. 14, The Financial Reporting Entity, and GASB Statement No. 34, Basic 
Financial Statements–and Management’s Discussion and Analysis–for State and Local 
Governments, to better meet user needs and address reporting entity issues that have come to 
light since those Statement s were issued in 1991 and 1999, respectively. Therefore, the financial 
activities of HTFC, AHC and HHAC are not included in the accompanying financials. 

2. Summary of Significant Accounting Policies  

Investments 

Investments, other than collateralized investment agreements, are recorded at their fair value, 
which are based on quoted market prices or matrix pricing for securities that are not traded 
actively, in accordance with GASB Statement No. 31, Accounting and Financial Reporting for 
Certain Investmesnts and External Investment Pools. Collateralized investment agreements are 
reported at cost plus accrued interest. 

3. Investments  

All bond proceeds and revenues can only be invested in Securities [defined as (i) obligations the 
principal of and interest on which are guaranteed by the United States of America; (ii) 
obligations of the United States of America; (iii) obligations the principal of and interest on 
which are guaranteed by the state; (iv) obligations of the State; (v) obligations of any agency of 
the United States of America; (vi) obligations of any agency of the State; and (vii) obligations 
the principal of and interest on which are guaranteed by an agency of instrumentality of the 
United States of America; provided, however, that notwithstanding anything to the contrary  
 



New York State Housing Finance Agency  
(A Component Unit of The State of New York) 

Notes to Schedule of Investments (continued) 

 

  
 7

3. Investments (continued) 

herein, the Agency shall not be authorized to invest in Securities set forth in clauses (v) and (vi) 
hereof, unless specifically authorized under authority of Section 98 of the State Finance Law]; 
Collateralized Investment Agreement; Repurchase Agreements; and obligations which the 
Comptroller is authorized to invest in under Section 98 of the State Finance Law. Securities are 
only purchased from Primary Dealers, and Securities are delivered to the applicable 
Custodian/Trustee who records the interest of the Agency. Collateralized Investment Agreements 
may only be entered into with institutions rated at least within the second highest rating category 
without regard to gradations within such category by Moody’s Investors Service or Standard & 
Poor’s. Collateralized Investment Agreements are collateralized at a minimum of 103% of the 
principal amount of the agreement and marked to market weekly. Short-term repurchase 
agreements may only be entered into with primary dealers with whom the Agency has executed a 
Security Industry Financial Market Association (SIFMA) repurchase agreement, and are 
collateralized at a minimum of 100% of principal. The collateral consists of United States 
government obligations, other securities the principal of and interest on which are guaranteed by 
the United States, Government National Mortgage Association obligations and obligations of 
agencies and instrumentalities of the Congress of the United States. The collateral shall be 
delivered to the Trustee/Custodian and held for the benefit of the Agency. Agency funds are 
invested in accordance with the investment guidelines approved annually by the Agency’s board, 
which are in compliance with the New York State Comptroller’s Investment Guidelines. 

All of the above investments that are securities are in registered form, and are held by agents of 
the Agency or by the trustee under the applicable bond resolution, in the Agency’s name. The 
agents or their custodians take possession of the securities. 

As of October 31, 2012, there were no Repurchase Agreements held by the Agency. As of 
October 31, 2011, 6.8% of the Agency’s investments were in short-term Repurchase Agreements 
with Cantor Fitzgerald & Co. The Repurchase Agreements matured on November 1, 2011, and 
were used to pay debt service and project construction requisitions.  

Diversification Standards 

The Agency’s investments, other than Securities, shall be diversified among Banks but not more 
than 35% of the Agency’s total invested funds may be invested with any single such institution, 
and investments with any single institution shall not exceed 20% of that institution’s capital.  
 



New York State Housing Finance Agency  
(A Component Unit of The State of New York) 

Notes to Schedule of Investments (continued) 
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3. Investments (continued) 

These standards may be waived by the Agency’s Chairman or the President and Chief Executive 
Officer. During the fiscal years ended October 31, 2012 and October 31, 2011, such standards 
have not been waived. 

Interest Rate Risk 

Interest rate risk is minimal due to the short-term duration of the Agency’s investments in the 
other than collateralized investment agreements category. Rates on collateralized investments are 
linked to interest rates on applicable bonds so that interest rate risk is minimal. Securities 
purchased from revenues are invested in U.S. Treasury Obligations with maturities as close as 
practicable to the next debt service payment date or date of usage, typically six months and 
under. 

The fair value of investments excluding accrued interest at October 31, 2012 and 2011 is as 
follows: 

 2012 2011 
 (In Thousands) 
Investment type: 

Collateralized investment agreements $ 37,950 $ 44,116 
Repurchase agreements – 99,851 
U.S. Treasury obligations 1,498,543 1,307,410 
Other 3,142 7,008 

Total $ 1,539,635 $ 1,458,385 
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(A Component Unit of The State of New York) 

Notes to Schedule of Investments (continued) 
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3. Investments (continued) 

As of October 31, 2012, the Agency had the following investments and maturities in two 
categories: Restricted Funds and Unrestricted Funds. 

Values below are at fair value excluding accrued interest as of October 31, 2012: 

Investment Maturities (In Years)
Fair Less More

Value Than 1 1 to 5 6 to 10 Than 10
  (In Thousands)
Restricted Funds: 

Investment type: 
Collateralized investment 

agreements $ 37,950 $ – $ 23,300 $ 14,650 $ –
U.S. Treasury Bills 1,342,953 1,342,953 – – –
U.S. Treasury Bonds 3,230 1,102 – – 2,128
U.S. Treasury Strips 10,015 20 9,970 – 25
Government Agencies 3,142 1,389 718 – 1,035

1,397,290 1,345,464 33,988 14,650 3,188
 
Unrestricted:  

Investment type: 
U.S. Treasury Bills 29,601 29,601 – – –
U.S. Treasury Bonds 361 101 – 260 –
U.S. Treasury Notes 43,048 43,048 – – –
U.S. Treasury Strips 69,335 49,109 20,224 – 2

  142,345 121,859 20,224 260 2
  
  
Grand Total: 

Investment type: 
Collateralized investment 

agreements 37,950 – 23,300 14,650 –
U.S. Treasury Bills 1,372,554 1,372,554 – – –
U.S. Treasury Bonds 3,591 1,203 – 260 2,128
U.S. Treasury Notes 43,048 43,048 – – –
U.S. Treasury Strips 79,350 49,129 30,194 – 27
Government Agencies 3,142 1,389 718 – 1,035

  $ 1,539,635 $ 1,467,323 $ 54,212 $ 14,910 $ 3,190

 



Ernst & Young LLP

Assurance | Tax | Transactions | Advisory

About Ernst & Young

   Ernst & Young is a global leader in assurance, 
tax, transaction and advisory services. 
Worldwide, our 167,000 people are united by 
our shared values and an unwavering commitment to 
quality. We make a difference by helping our people, our 
clients and our wider communities achieve their potential.

For more information, please visit www.ey.com

Ernst & Young refers to the global organization 
of member firms of Ernst & Young Global Limited, 
each of which is a separate legal entity. 
Ernst & Young Global Limited, a UK company 
limited by guarantee, does not provide services 
to clients. 
 
 




