New York City
Municipal Water Finance Authority
Fiscal Year 2016 Investment Report

Investment Guidelines (See Schedule 1)

Explanation of the Investment Guidelines

The New York City Municipal Water Finance Authority (the “Authority”) originally adopted Investment Guidelines on April 10, 1986,
with subsequent amendments of August 10, 1993, February 18, 1998, April 17, 1998, March 20, 2009, October 10, 2013, October 21, 2015
and February 23, 2016. The Investment Guidelines specify the policies and procedures relating to the investment, monitoring and reporting
of funds of the Authority. For purposes of the Investment Guidelines, funds of the Authority are all moneys and other financial resources
available for investment by the Authority on its own behalf or on behalf of any other entity or individual. All such moneys shall be
invested at all times to the fullest extent practicable, and in accordance with the requirements and restrictions set forth in the Investment

Guidelines.

Results of the annual independent audit of the investments (See Schedule 2)
Investment Income record of the Authority (See Schedule 3)
List of total fees, commissions or other charges paid to each investment banker, broker, agent, dealer and advisor rendering investment

services to the Authority (See Schedule 3)
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SCHEDULE1

New York City Municipal Water Finance Authority
Investment Guidelines

Adopted April 10, 1986
Amended August 10, 1993
Amended February 18, 1998
Amended April 17, 1998
Amended March 20, 2009
Amended October 10, 2013
Amended October 21, 2015
Amended February 23, 2016
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G.  Contracts

I. Purpose

Reports
A.  Quarterly
B.  Annually
Applicability

A. Adoption. These Guidelines are adopted by the Board of Directors of the New York City
Municipal Water Finance Authority (the "Authority"), pursuant to Section 2925 of the Public
Authorities Law of the State of New York, and as amended by the Board of Directors.

B. Scope. These Guidelines specify the policies and procedures relating to the investment,
monitoring and reporting of funds of the Authority. For purposes of these Guidelines, funds of
the Authority are all monies and other financial resources available for investment by the
Authority on its own behalf or on behalf of any other entity or individual. All such monies shall
be invested at all times to the fullest extent practicable, and in accordance with the

requirements and restrictions set forth in these Guidelines.

C. Review and Amendment. These Guidelines shall be reviewed and approved by the Board of
Directors annually and may be amended by the Board of Directors from time to time.

Il. Permitted Obligations

A. Bond Resolution Funds. Article V of the Authority's Water and Sewer System General
Revenue Bond Resolution adopted November 14, 1985, as amended (the "General Resolution"),
and Article V of the Authority’s Water and Sewer System Second General Revenue Bond
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Resolution adopted March 30, 1994, as amended (the "Second General Resolution" and,
together with the General Resolution, the "Bond Resolutions"), each established the following
funds: Construction Fund, Revenue Fund, Debt Service Fund, Authority Expense Fund, Debt
Service Reserve Fund, Subordinated Indebtedness Fund, Surplus Fund and Arbitrage Rebate
Fund. Section 514(a) of the General Resolution and Section 515(a) of the Second General
Resolution permit monies held in each of the respective Debt Service Funds to be invested in
any securities as defined under “Investment Securities” in the Bond Resolutions, paragraphs (ii),
(iii) or (vi). Repurchase Agreements defined in (vi) are further limited to those collateralized by
securities described in paragraph (ii). Subject to 508(d) of the General Resolution and Section
509(d) of the Second General Resolution, monies held in each of the Debt Service Reserve Funds
may be invested in any securities as defined under Investment Securities in the Bond
Resolutions in paragraphs (i) through (ix) . The Resolutions permit monies held in any other
funds created by the General Resolution and the Second General Resolution (including the
Subordinated Indebtedness Funds) to be invested in any securities described in paragraphs (i)
through (iv) under Investment Securities. Notwithstanding the more liberal provisions of the
Resolutions, the Authority has determined that (i) investments in the Subordinated
Indebtedness Funds shall be limited to investments described in paragraphs (ii), (iii) or (vi)under
Investment Securities and (ii) investments from the Debt Service Funds or the Subordinated
Indebtedness Fund invested in Repurchase Agreements, defined in (vi) under Investment
Securities shall be further limited to agreements collateralized by securities in paragraph (ii) and
(iii) under Investment Securities and the Trustee will value the collateral securities no less than
weekly.

B. Additional Restrictions. In addition to the restrictions set forth in the Bond Resolutions which
are reflected in Section Il (A) hereof, (i) Investments in Banker's Acceptances/Certificates of
Deposit shall mature within two years of the date of investment and shall be limited to banks
having the highest short-term rating from at least two Rating Agencies, one of which then
maintains a rating on Outstanding Bonds and (ii) Corporate Securities shall mature in less than
one year.

C. Other Funds. Subject to the restrictions set forth in Section 1l(B) above, monies in any other
funds which may be established by the Authority may be invested in any of the securities
described in paragraphs (i) through (ix) under Investment Securities of the Bond Resolutions.

lll. Conditions of Investment

A. Maturities. All investments shall mature or be redeemable at the option of the holder no later
than such times as shall be necessary to provide monies needed for payments to be made from
any such fund or account.

B. Diversification. Investments of Authority monies in the funds specified in this section shall be
subject to the diversification restrictions set forth below, at the time of investment:
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Debt Service Reserve Funds:

State Guaranteed or other State & Local
Government Securities

Federally Guaranteed Securities

Federal Agency Securities

Banker's Acceptances

Certificates of Deposit

Corporate Securities

Repurchase Agreements

Collateralized Investment Agreements
Uncollateralized Investment Agreements
Money Market Funds

Pre-refunded Municipal Obligations

Bond Resolution
Investment Securities
Paragraph ()

(i)

(ii)

(iii)
(iv)
(iv)
(v)

(vi)

(vii)
(vii)
(viii)

(ix)

(1) Refer to Appendix 1 Definitions related to Investment Securities

0-60%

0-100%
0-100%
0-60%
0-60%
0-60%
0-50%
0-50%
0-40%
0-50%
0-100%

Debt Service Funds and Subordinated Indebtedness Funds: Up to 100% of the amounts on

deposit in the Debt Service Funds and the Subordinated Indebtedness Funds may be
invested in Federally Guaranteed Securities, Federal Agency Securities or Repurchase
Agreements. Amounts on deposit in the Debt Service Funds and the Subordinated
Indebtedness Funds are disbursed to pay interest at least once every six months and
substantially all of such amounts are withdrawn annually to pay principal. Accordingly, the
period of time during which there may be some exposure to the credit of a counterparty
under a Repurchase Agreement is limited to no longer than one year. In light of this
relatively short time period, and the requirement in the Resolutions and these Guidelines
that Repurchase Agreements be collateralized, the Authority has determined that it is
appropriate to permit up to 100% of these funds to be invested in Repurchase Agreements
described in paragraph (vi), subject to the concentration restrictions set forth in Section

[11(C) hereof.



Construction Funds and all other Funds in which the amount on deposit at the time of
making the investment exceeds $5 million:

Bond Resolution

Investment
Securities

Paragraph ™
1. State Guaranteed or State & Local Government Securities (i) 0-60%
2. Federally Guaranteed Securities (ii) 0-100%
3. Federal Agency Securities (iii) 0-100%
4, Banker's Acceptances (iv) 0-60%
5. Certificates of Deposit (iv) 0-60%
6. Corporate Securities (v) 0-60%
7. Repurchase Agreements (vi) 0-100%
8. Collateralized Investment Agreements (vii) 0-100%
9. Uncollateralized Investment Agreements (vii) 0-50%
10. Money Market Funds (viii) 0-50%
11. Pre-refunded Municipal Obligations (ix) 0-100%

(1) Refer to Appendix 1 Definitions related to Investment Securities

Amounts on deposit in these Funds, although available for payment of debt service on Bonds and
Notes in the event of a default, are not expected to be used to pay debt service. Also, amounts in
the Construction Funds are generally disbursed to pay the costs of Projects within six months of
the date of deposit therein and would virtually always be disbursed within two years. In light of
the foregoing, the Authority has determined that it is appropriate to permit up to 100% of the
amounts on deposit in these Funds to be invested in Repurchase Agreements and Collateralized
Investment Agreements.

C. Concentration.

1. For the Debt Service and Subordinated Indebtedness Funds: If more than 50% of the
amounts on deposit (determined at the time of investment) in either Debt Service Fund
or in either Subordinated Indebtedness Fund are invested in Repurchase Agreements,
there must be at least two separate Repurchase Agreements with different
counterparties for each such Fund.

2. For the Reserve Funds: No more than 20% of each Reserve Fund (determined at the
time of investment) shall be invested in Repurchase Agreements or collateralized
Investment Agreements with a single counterparty and no more than 15% of each such
Fund (determined at the time of investment) shall be invested in uncollateralized
Investment Agreements with a single counterparty.



3. For all Funds in which the amount on deposit at the time of making the investment
exceeds $5 million: Except for Repurchase Agreements, collateralized Investment
Agreements, Pre-refunded Municipal Obligations, Federal Agency Securities and
Federally Guaranteed Securities, no more than 15% (determined at the time of
investment) of the investments made from such fund may be invested in securities of a
single issuer or in an uncollateralized Investment Agreement with a single counterparty.

D. Payment for Securities. Payment for investments shall be made only upon receipt of the securities
purchased. In the case of book entry form securities, payment may be made only when the custodian's
account at the Federal Reserve Bank is credited for the purchased securities

E. Custodial Arrangements.

1. All securities held by any depository designated by the Authority in bearer or book-
entry form (the "Custodial Bank") are held solely as agent to the Trustee on behalf of
the various accounts involved. Any securities held in registered form shall be registered
in the name of the Authority or the Trustee. Securities positions at the Custodial Bank
will be audited by the Authority's external auditors. Payment for purchases is not to be
released until the purchased securities are received by the Custodial Bank.

2. The Custodial Bank will, upon instructions of the Trustee, release to the Treasurer of
the Authority all purchased securities including those subject to repurchase. This will
permit the Authority to sell such securities, if necessary.

3. Collateral securities shall not be held by an institution having a depository
relationship with the Authority.

F. Standards and Qualifications. The following are the standards for the qualifications of brokers,
agents, dealers, investment advisors, investment bankers and custodians:

1. Brokers, Agents, Dealers
a. In Government Securities: any bank or trust company organized or licensed
under the laws of any state of the United States of America or of the United
States of America or any national banking association or any registered
broker/dealer.

b. In Municipal Securities: any broker, agent or dealer registered with the
Municipal Securities Rulemaking Board (the "MSRB").

2. Investment Advisors: any bank or trust company organized under the laws of any
state of the United States of America or any national banking association, and any firm
or person which is registered with the Securities Exchange Commission under the
Investment Advisors Act of 1940.

3. Investment Bankers: firms retained by the Authority to serve as senior managing
underwriters for negotiated sales must be registered with the MSRB.

4. Custodians: any bank or trust company organized under the laws of any state of the
United States of America or any national banking association which qualifies as a



Depository under Section 512 of the General Resolution and Section 513 of the Second
General Resolution.

G. Contracts. There is not a regular business practice of written contracts for the purchase on a
current basis of the investments described in Section Il (A) hereof, other than those described in
paragraphs (vi) and (vii) under Investment Securities in the Bond Resolutions. The Authority
shall, in the case of investments described in paragraphs (vi) and (vii), enter into written
contracts with the permitted providers. In addition, when the Authority agrees to purchase
securities on a forward delivery basis of more than six months, the Authority shall enter into
written contracts providing for such forward purchase and delivery.

IV. Reports
A. Quarterly. The Executive Director shall prepare and deliver to the Board of Directors once for
each quarter of the Authority's fiscal year a report setting forth a summary of new investments
made during that quarter, the inventory of existing investments and the selection of investment
bankers, brokers, agents, dealers, investment advisors and auditors.

B. Annually.
1. Audit. The Authority's independent auditors shall conduct an annual audit of the

Authority's investments for each fiscal year of the Authority, the results of which shall
be made available to the Board of Directors at the time of its annual review and
approval of these Guidelines.

2. Investment Report. Annually, the Executive Director shall prepare and the Board of
Directors shall review and approve an Investment Report, which shall include:

a. The Investment Guidelines and amendments thereto since the last report;

b. An explanation of the Guidelines and any amendments made since the last
report;

c. The independent audit report required by Subsection (1) above;
d. The investment income record of the Authority for the fiscal year; and

e. A list of fees, commissions or other charges paid to each investment banker,
broker, agent, dealer and advisor rendering investment associated services to
the Authority since the last report. The Investment Report shall be submitted to
the New York State Department of Audit and Control, and to the Mayor and
Comptroller of the City of New York. Copies of the annual report shall also be
made available to the public upon reasonable request.



V. Applicability

These Guidelines shall govern all investments initiated by the Authority on and after April 17, 1998 and
shall not apply to any investments initiated by the Authority prior to April 17, 1998. Nothing contained
in these Guidelines shall be deemed to alter, affect the validity of, modify the terms of or impair any
contract, agreement or investment of funds made or entered into in violation of, or without compliance
with, the provisions of these Guidelines.

* Unless otherwise indicated, all capitalized terms shall have the meaning set forth in the General
Resolution or the Second General Resolution, as appropriate.



Appendix 1

Definitions related to Investment Securities for bonds issued by the
NEW YORK CITY MUNICIPAL WATER FINANCE AUTHORITY
Pursuant to the
General Revenue Bond Resolution (the “First Resolution”) Adopted November 14, 1985 and the
Second General Revenue Bond Resolution (the “Second Resolution”) Adopted March 30, 1994

“Rating Agencies” shall mean Moody’s Investors Service Inc. and Standard & Poor’s Corporation and
their respective successors and assigns.

“Investment Securities” shall mean and include any of the following securities, if and to the extent the
same are at the time legal investments by the Authority of the funds to be invested therein and conform
to the policies set forth in any investment guidelines adopted by the Authority and in effect at the time
of the making of such investment:

(i) direct obligations of, or obligations guaranteed as to principal and interest by, the State or direct
obligations of any agency or public authority thereof, provided such obligations are rated, at
the time of purchase, in one of the two highest rating categories by each Rating Agency then
maintaining a rating on Outstanding Bonds;

(i) (A) any bonds or other obligations which as to principal and interest constitute direct obligations
of, or are guaranteed by the United States of America, including obligations of any agency
thereof or corporation which has been or may hereafter be created pursuant to an Act of
Congress as an agency or instrumentality of the United States of America to the extent
unconditionally guaranteed by the United States of America or (B) any other receipt,
certificate or other evidence of an ownership interest in obligations or in specified portions
thereof (which may consist of specified portions of the interest thereon) of the character
described in subclause (A) of this clause (ii);

(iii) obligations of any agency, subdivision, department, division or instrumentality of the United
States of America; or obligations fully guaranteed as to interest and principal by any agency,
subdivision, department, division or instrumentality of the United States of America;

(iv) banker’s acceptances or certificates of deposit issued by a commercial bank (A) whose long-
term debt obligations are rated by each Rating Agency then maintaining a rating on the
Outstanding Bonds at least equal to the rating on Outstanding Bonds that are not insured or
otherwise secured by a Credit Facility or a Special Credit Facility, (B) that has its principal
place of business within the State and (C) that has capital and surplus of more than
$100,000,000;



(v) corporate securities, including commercial paper and fixed income obligations, which are, at the

time of purchase, rated by each Rating Agency then maintaining a rating on Outstanding
Bonds, in its highest rating category for comparable types of obligations;

(vi) repurchase agreements collateralized by securities described in clauses (ii) or (iii) above with any

registered broker/dealer or with any domestic commercial bank whose long-term debt
obligations are rated “investment grade” by each Rating Agency then maintaining a rating
on Outstanding Bonds, provided that (1) a specific written repurchase agreement governs
the transaction, (2) the securities are held, free and clear of any lien, by the Trustee or an
independent third party acting solely as agent for the Trustee, and such third party is (a) a
Federal Reserve Bank, or (b) a bank which is a member of the Federal Deposit Insurance
Corporation and which has combined capital, surplus and undivided profits of not less than
$25 million, and the Trustee shall have received written confirmation from such third party
that it holds such securities, free and clear of any lien, as agent for the Trustee, (3) the
repurchase agreement has a term of thirty days or less, or the Trustee will value the
collateral securities no less frequently than monthly and will liquidate the collateral
securities if any deficiency in the required collateral percentage is not restored within five
business days of such valuation, (4) the fair market value of the collateral securities in
relation to the amount of the repurchase obligation, including principal and interest, is equal
to at least 102% and (5) the repurchase agreement meets the guidelines then applicable to
such investments of each Rating Agency then maintaining a rating on Outstanding Bonds;

(vii)investment agreements or guaranteed investment contractsl with any financial institution

(viii)

whose senior long term debt obligations, or whose obligations under such an investment
agreement or guaranteed investment contract, are guaranteed by a financial institution
whose senior long term debt obligations, have a rating (at the time such agreement or
contract is entered into) in one of the two highest rating categories for comparable types of
obligations by each Rating Agency then maintaining a rating on the Bonds;

money market funds rated in the highest rating category for comparable types of
obligations by each Rating Agency then maintaining a rating on the Bonds; and

(ix) municipal obligations, the payment of principal and redemption price, if any, and interest on

which is irrevocably secured by obligations of the type referred to in clauses (i), (ii) or (iii)
above and which obligations have been deposited in an escrow arrangement which is
irrevocably pledged to the payment of such municipal obligations and which municipal
obligations are rated in the highest rating category for comparable types of obligations by
each Rating Agency then maintaining a rating on the Bonds.

Definitions related to Investment Securities for bonds issued by the



NEW YORK CITY MUNICIPAL WATER FINANCE AUTHORITY
Pursuant to the
Supplemental Resolutions to the General Revenue Bond Resolution and Second General Revenue Bond
Resolution Amending and Restating Certain Definitions, effective October 21, 2015

THE DEFINITIONS OF “INVESTMENT SECURITIES” AND “RATING AGENCIES” HAVE BECOME EFFECTIVE
WITH RESPECT TO FIRST AND SECOND RESOLUTION BONDS ISSUED OR EXISTING BOND ISSUES
REOFFERED AFTER OCTOBER 21, 2015, BUT ONLY TO THE EXTENT MONEYS ARE SEPARATELY
SEGREGATED OR ALLOCATED TO THE FIRST OR SECOND RESOLUTION BONDS ISSUED OR THE EXISTING
BOND ISSUES REOFFERED AFTER OCTOBER 21, 2015. THE FOLLOWING DEFINITIONS WILL BECOME
EFFECTIVE WITH RESPECT TO ALL OTHER FIRST RESOLUTION BONDS AT SUCH TIME AS THE APPROVAL
OF TWO-THIRDS IN PRINCIPAL AMOUNT OF THE HOLDERS OF ALL OUTSTANDING FIRST RESOLUTION
BONDS HAS BEEN OBTAINED AND WITH RESPECT TO ALL OTHER SECOND RESOLUTION BONDS AT SUCH
TIME AS THE APPROVAL OF A MAJORITY IN PRINCIPAL AMOUNT OF THE HOLDERS OF ALL
OUTSTANDING SECOND RESOLUTION BONDS HAS BEEN OBTAINED, AT WHICH TIME THE DEFINITION OF
“RATING AGENCIES” AND “INVESTMENT SECURITIES” WILL BE AMENDED TO READ AS FOLLOWS FOR ALL
OUTSTANDING FIRST AND SECOND RESOLUTION BONDS.

“Rating Agencies” shall mean a nationally recognized statistical rating organization (“NRSRO”)
registered with the Securities and Exchange Commission.

“Investment Securities” shall mean and include any of the following securities, if and to the
extent the same are at the time legal investments by the Authority of the funds to be invested therein
and conform to the policies set forth in any investment guidelines adopted by the Authority and in effect
at the time of the making of such investment:

(i) obligations of any state, agency, political subdivision or public authority within the United
States, provided such obligations are rated, at the time of purchase, in one of the two highest rating
categories by at least two Rating Agencies, one of which maintains a rating on the Outstanding Bonds;

(i) (A) any bonds or other obligations which as to principal and interest constitute direct
obligations of, or are guaranteed by, the United States of America, including obligations of any agency,
subdivision, department, division or instrumentality thereof or corporation which has been or may
hereafter be created pursuant to an Act of Congress as an agency, subdivision, department, division or
instrumentality of the United States of America to the extent unconditionally guaranteed by the United
States of America or (B) any other receipt, certificate or other evidence of an ownership interest in
obligations or in specified portions thereof (which may consist of specified portions of the interest
thereon) of the character described in subclause (A) of this clause (ii); securities under this clause
include but are not limited to those issued by the US Treasury (bills, notes, bonds, STRIPS, TIPS),
Government National Mortgage Association (GNMA), Farm Credit System Financial Assistance
Corporation (FCSFAC), General Service Administration (GSA), Maritime Administration, Small Business
Administration and the Federal Financing Bank;



(iii) obligations of any agency, subdivision, department, division, instrumentality or government
sponsored enterprise of the United States of America; or obligations fully guaranteed as to interest and
principal by any agency, subdivision, department, division, instrumentality or government sponsored
enterprise of the United States of America; provided, however, that at the time of purchase such
obligations are rated in one of the two highest rating categories by at least two Rating Agencies, at least
one of which then maintains a rating on the Outstanding Bonds, unless such obligations have a maturity
of 360 days or less in which case such obligations are rated in the highest short-term rating category,
without regard to qualification of such rating symbols such as “+” or “-”, by at least two Rating Agencies,
at least one of which then maintains a rating on the Outstanding Bonds; securities under this clause
include but are not limited to those issued by the Federal Agricultural Mortgage Corporation (Farmer
Mac), Federal Farm Credit bank (FFCB), Federal Home Loan Bank (FHLB), Federal Home Loan Mortgage
Corporation (FHLMC-Freddie Mac), Federal National Mortgage Corporation (FNMA — Fannie Mae),
Financing Corporation (FICO), Resolution Funding Corporation (REFCORP) and the Tennessee Valley
Authority.

(iv) banker’s acceptances or certificates of deposit issued by a commercial bank (A) whose long-
term debt obligations are rated in one of the two highest long-term rating categories by at least two
Rating Agencies, one of which then maintains a rating on the Outstanding Bonds (B) that has its principal
place of business within the United States and (C) that has capital and surplus of more than
$100,000,000;

(v) corporate securities, including commercial paper and fixed income obligations, which are, at
the time of purchase, rated by at least two Rating Agencies, one of which then maintains a rating on the
Outstanding Bonds, in its highest rating category;

(vi) repurchase agreements collateralized by securities described in clauses (i), (ii) or (iii) above
with any registered broker/dealer or with any domestic commercial bank whose long-term debt
obligations are rated “investment grade” by at least two Rating Agencies, one of which then maintains a
rating on the Outstanding Bonds, provided that (1) a specific written repurchase agreement governs the
transaction, (2) the securities are held, free and clear of any lien, by the Trustee or an independent third
party acting solely as agent for the Trustee, and such third party is (a) a Federal Reserve Bank, or (b) a
bank which is a member of the Federal Deposit Insurance Corporation and which has combined capital,
surplus and undivided profits of not less than $200,000,000, and the Trustee shall have received written
confirmation from such third party that it holds such securities, free and clear of any lien, as agent for
the Trustee, (3) the repurchase agreement has a term of thirty days or less, or the Trustee will value the
collateral securities no less frequently than weekly and will liquidate the collateral securities if any
deficiency in the required collateral percentage is not restored within five business days of such
valuation and (4) the fair market value of the collateral securities in relation to the amount of the
repurchase obligation, including principal and interest, is equal to at least 102%;

(vii) investment agreements or guaranteed investment contracts with any financial institution
whose senior long-term debt obligations, or whose obligations under such an investment agreement or



guaranteed investment contract are guaranteed by a financial institution whose senior long-term debt
obligations, have a rating (at the time such agreement or contract is entered into) in one of the two
highest rating categories for comparable types of obligations by at least two Rating Agencies, one of
which then maintains a rating on the Outstanding Bonds;

(viii) money market funds rated in the highest rating category for comparable types of
obligations by at least two Rating Agencies, one of which then maintains a rating on the Outstanding
Bonds; and

(ix) municipal obligations, the payment of principal and redemption price, if any, and interest on
which is irrevocably secured by obligations of the type referred to in clauses (ii) or (iii) above and which
obligations have been deposited in an escrow arrangement which is irrevocably pledged to the payment
of such municipal obligations and which municipal obligations are rated in the highest rating category
for comparable types of obligations by at least two Rating Agencies, one of which then maintains a
rating on the Outstanding Bonds.



SCHEDULE2

Marks Paneth LLP New York M R K s P N E T H
685 Third Avenue New Jersey

New York, NY 10017 Pennsylvania ACCOUNTANTS & ADVISORS

P 212.503.8800 Washington, DC

F 212.370.3759
www.markspaneth.com

Independent Auditors’ Report

To the Members of the Joint Audit Committee of the
New York City Municipal Water Finance Authority and
New York City Water Board

We have audited, in accordance with auditing standards generally accepted in the United States of
America, the combining financial statements of the New York City Municipal Water Finance Authority and
the New York City Water Board, which collectively comprise the New York City Water and Sewer System
(the "System”), a component unit of The City of New York, as of and for the year ended June 30, 2016
and have issued our report thereon dated October 20, 2016.

In connection with our audit, nothing came to our attention that caused us to believe that the System
failed to comply, in all material respects, with the terms, covenants, provisions or conditions of the
System’s Resolutions and Investment Guidelines, which is the responsibility of the System’s
management, insofar as they relate to financial and accounting matters. However, the objective of our
audit of the combining financial statements was not to provide an opinion on overall compliance with the
System’s Resolutions and Investment Guidelines referred to above. Accordingly, we do not express such
an opinion.

This report is intended solely for the information of the System’s Joint Audit Committee, Board of

Directors and management and is not intended to be and should not be used by anyone other than these
specified parties, unless permission is granted.

S ben [osth A

October 20, 2016
New York, NY

An independent member of

Morison International
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SCHEDULES3

New York City Municipal Water Finance Authority
Annual Investment Report
As of and for the year ended June 30, 2016

Investment Income for FY 2016 (accrual basis) ® $ 46,326,489
Investment Fees for FY 2016 (accrual basis)(z)
Payee:
Lamont Investment Advisory 25,163
PFM Asset Management LLC 54,178
$ 79,341

(1) Includes unrealized gain on investments
(2) Does not reflect the spread that may be included in the purchase price of certain securities.

Cash, Cash Equivalent and Investment by Funds

Fund Fair Value

Debt Service Reserve Fund 255,845,592
Debt Service Fund -
Revenue Fund 930,325,000
Construction Fund 140,075,392
Operating Fund -
Escrow Account 199,143,094
Investment and Cash Equivalent 1,525,389,078
cash @ 411,300,705

Total Cash, Cash Equivalents and Investments 1,936,689,783

Cash, Cash Equivalent and Investment by Types

Maturities in Years

Description Fair Value Less than 1 1t05 Over 5
Federal Home Loan Bank $ 1,070,400,392 $ 1,070,400,392 - -
NYS Environmental Facilities Corp 18,334,810 - 18,334,810 -
New York State Dormitory Authority 32,466,632 - 32,466,632
New York State Urban Development Corp 31,744,421 - 14,629,464 17,114,957
State of New York 1,486,820 - 1,486,820 -
Triborough Bridge & Tunnel Authority 12,587,505 - - 12,587,505
US Treasury Note 193,347,460 2,975,859 123,004,585 67,367,016
US Treasury CTF of IND Slug Serv 5,795,634 2,780,451 3,015,183 -
Guaranteed investment contracts 86,037,244 - - 86,037,244
Forward Purchase Agreeement Market Adjustment 73,188,160 - - 73,188,160
Total Investment and Cash Equivalent 1,525,389,078 1,076,156,702 192,937,494 256,294,882
cash @ 411,300,705

Total Cash, Cash Equivalents and Investments $ 1,936,689,783 $ 1,076,156,702 $ 192,937,494 $ 256,294,882

(3) Securities purchased through the forward purchase agreements mature on June 30 and new securities are purchased on July 1

11:37 AM10/7/2016
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