

















ARTICLE SIX

Reports and Audits

following reports and audits shall be prepared in

connection with the Corporation's investment program.

6.

1

Annual Investment Report. Within ninety (90) days after
the close of each fiscal year of the Corporation, the
Chairman shall submit to the Directors and the
Corporation shall file with the State Division of the
Budget, Comptroller, State Senate Finance Committee and
Assembly Ways and Means Committee an annual investment
report, prepared with the assistance of the Chief
Financial Officer and Controller, which shall include the

following:

1) The Investment Guidelines required by Section
2925(3) of the Public Authorities Law and any
amendments to such guidelines since the last
investment report;

2) An explanation of the Investment Guidelines and
amendments;

3) The results of the Annual Investment Audit
(described below) ;

4) The investment income record of the Corporation;
and

5) A 1list of the total fees, commissions or other

charges paid to each investment banker, broker,
agent, dealer and advisor rendering investment
associated services to the Corporation since the
date of the last investment report.

Annual Investment Audit. Each year, the Corporation
shall cause its independent auditors to conduct an audit
(the "Annual Investment Audit") regarding the
Corporation's investments. (The Corporation's financial
statements with respect to investments, which are
required to be prepared in conformance with generally
accepted accounting principles for governments ("GAAP") ,
should contain all of the note disclosures on deposits
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with financial institutions and investments required by
the Governmental Accounting Standards Board Statements
No. 3 "Deposits with Financial Institutions, Investments
(including Repurchase Agreements), and Reverse Repurchase

Agreements" dated April 1986). The Annual Investment
Audit:
1) Shall determine whether: the Corporation complies

with its own investment policies; investment assets
are adequately safeguarded; adequate accounts and
records are maintained which accurately reflect all
transactions and report on the disposition of the
Corporation's assets; and a system of adequate
internal controls is maintained.

2) Shall determine whether the Corporation has
complied with applicable laws, regulations and
State Comptroller's Investment Guidelines; and

3) Should be designed to the extent practical to
satisfy both the common interest of the Corporation
and the public officials accountable to others.

Annual Investment Audit Report. The results of the

Annual Investment Audit shall be set forth in a report

(the "Annual Investment Audit Report") which shall

include without limitation:

1) verification of collateral;

2) a description of the scope and objectives of the
audit;

3) a statement that the audit was made in accordance
with generally accepted government auditing
standards;

4) a description of any material weaknesses found in

the internal controls;

5) a description of all non-compliance with the
Corporation's investment policies as well as
applicable laws, regulations and the State

Comptroller's Investment Guidelines;
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6) a statement of positive assurance of compliance on
the items tested and negative assurance on those

items not tested;

7) a statement on any other material deficiency or
finding identified during the audit not covered in
(6) above; and

8) recommendations, if any, with respect to amendment
of these Guidelines.

The Annual Investment Audit Report shall be filed within ninety
(90) days after the close of the Corporation's fiscal year with the

Coordinator of Publiec Authority Programs, Office of the State
Comptroller, A. E. Smith Office Building, Albany, NY 12236.

ARTICLE SEVEN

Affirmative Action

A program of Affirmative Action shall apply with respect to
UDC's corporate investment activities. UDC shall seek to encourage
participation by minority and women-owned financial services firms
in the conduct of UDC's corporate investment activities.

ARTICLE EIGHT

Miscellaneous

8.1 In connection with the Annual Investment Audit, each year
the Corporation shall review these Guidelines to
determine whether the Corporation shall amend or
otherwise update these Guidelines.

8.2 The Corporation's policy regarding conflicts of interest
shall be followed regarding the investment of funds.
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