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October 6, 2015
Jaime Rubin
Mark S. Colon
New York State Homes and Community Renewal
25 Beaver Street
New York, New York
Holly M. Leicht
Stacy Schrager
United States Department of Housing and Urban Development
26 Federal Plaza
New York, New York 10007
Alan Wiener
Wells Fargo Multi Family Capital
150 East 42nd Street
36th Floor
New York, NY 10017
Richard M. Froehlich
NYC Housing Development Corporation
11 O William Street
10th Floor
New York, New York 10038

Re: Riverbay Corporation Management
Dear M. Rubin, Colon, Leicht, Schrager, Wiener and Froehlich:
Thank you for hosting a meeting with Riverbay's representatives on October 2nd,
2015. As a follow up to that meeting I want to present you with the following proposal to
ensure that the on-going and future management of Riverbay will be both professional,
independent, and subject to meaningful oversight controls and reporting requirements.
I attach the proposed Management Plan previously submitted to you by our
interim General Manger, Mr. Noel Ellision, as well as another copy of a Previous
Participation Certificate and a HUD Form 9839-a in support ofRiverbay's application to
transistion away from an Independent Fee Agent to either an Owner/Manager or Identity
of Interest Management Agent.
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As a supplement to the information set forth in those submittals, Riverbay is proposing
the following additional safeguards.
IOI Management with
Restricted Board

Riverbay is proposing the creation of an Identity of Interest (IOI) Managing Agent Entity
to manage the Property. The IOI would have a three (3) member governing board consisting of
the Riverbay Board President, the Riverbay Board Treasurer, and an Independent Director
jointly selected by the regulatory entities (HCR & HUD) and the Lender (Wells Fargo).
No changes in the management team, including specifically the hiring or firing of certain
key Riverbay employees such as the Executive Manager (a newly created position which is
presently unfilled), the General Manager, the Director of Finance and the Director of Internal
Audit, could be made without the prior approval of the Governing Board. Any such changes
would require the consent of the Independent Director, providing the Regulatory Agencies and
Lender with a veto over any hiring, firing, or change of management.
In addition, Riverbay would enter into a written Management Agreement with the IOI
management entity which would require compliance by the IOI with all existing rules and
regulations of HUD and HCR, and all Program Obligations under the Loan Documents.
Riverbay would recommend to the IOI Governing Board an individual or entity to fill the
newly created position of Executive Manager. The Executive Manager would be at the top of
the organizational chart and have final authority to make all decisions relating to the management
and operation of the Riverbay complex. The General Manager, and all other management
personnel, would report to this newly created position.
The IOI Governing Board would meet at least quarterly. At each such meeting, the
Executive Manager, the General Manager, the Director of Finance, the Director of Internal Audit
and the outside General Counsel, would attend and report, in writing, to the Board.
The IOI Governing Board would have the authority to direct audits of the financial,
operational and legal affairs of the Riverbay Corporation by either Riverbay's Director of Internal
Audit, or by Riverbay's outside independent accounting firm (presently O'Connor Davies), or by
Riverbay's outside General Counsel (presently Smith, Buss & Jacobs, LLP). The expense of any
such audits would be borne by Riverbay.
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Riverbay currently provides monthly reports to HUD, HCR and Wells Fargo, consisting
of:
•
•
•
•
•
•
•

Aged Accounts Receivable;
Listing of Cash Balances;
Statement of Cash Flow;
Income Reports year to date;
Trial Balance;
Aged Accounts Payable;
Expense Distribution Report

The IOI Governing Board would have the authority to order financial audits of the
monthly reports by either the Director of Internal Audit, the outside independent Auditor, or by
the staff of the applicable regulatory agency or lender. The IOI Governing Board, or the
Independent Director acting individually, would also have the authority to require the
preparation and submission of such other financial or operating reports that it deemed reasonable
and necessary. This would allow the Regulatory Agencies and the Lender to verify that all
financial figures and reports are accurate and arms-length.
The existing Loan Documents require an updated Property Condition Assessment by
November 2022. Riverbay would voluntarily undertake, and pay for, an updated Property
Condition Assessment Report by November 2017. This report would verify not only the
accuracy of the initial Property Condition Assessment but also IOI Management's ability to
preserve and protect the collateral securing the Loan.
In order to grant appropriate authority to the IOI Governing Board, the Riverbay Board
of Directors would amend Article X of Riverbay's By-Laws, entitled Special HUD Provisions,
adopted on August 22, 2012, to restrict the authority of the Riverbay Board to hire or fire the
Executive Manager, the General Manager, the Director of Finance and the Director of Internal
Audit, or to interfere with the reporting and auditing requirements of the IOI Governing Board.
These amendments would remain effective as long as the Corporation is subject to a mortgage
loan insured, guaranteed or held by HUD, its successors or assigns.
Riverbay would continue to pay down the loan principal in accordance with the present
amortization structure which provides for approximately $1,000,000 in principal reduction per
month. [As of the date of this proposal, the loan has been reduced from $621,500,000 to
$584,000,000, a total of $37,500,000].
Presently Riverbay has approximately $60,000,000 in restricted reserves on deposit with
Wells Fargo. In the event of a financial default, Wells Fargo has the legal right under the loan
documents to immediately seize those funds and to apply them to the Loan.

