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Management’s Letter on Responsibility for Financial Reporting

To the Board of Directors of the March 6, 2006
Federal Reserve Bank of New York:

The management of the Federal Reserve Bank of New York (“FRBNY”) is responsible for the
preparation and fair presentation of the Statement of Financial Condition, Statement of Income,
and Statement of Changes in Capital as of December 31, 2005 (“the Financial Statements”). The
Financial Statements have been prepared in conformity with the accounting principles, policies,
and practices established by the Board of Governors of the Federal Reserve System and as set forth
in the Financial Accounting Manual for the Federal Reserve Banks (“Manual”), and as such,
include amounts, some of which are based on judgments and estimates of management. To our
knowledge, the Financial Statements are, in all material respects, fairly presented in conformity
with the accounting principles, policies, and practices documented in the Manual and include all
disclosures necessary for such fair presentation.

The management of the FRBNY is responsible for maintaining an effective process of internal
controls over financial reporting, including the safeguarding of assets as they relate to the Financial
Statements. Such internal controls are designed to provide reasonable assurance to management
and to the Board of Directors regarding the preparation of reliable Financial Statements. This
process of internal controls contains self-monitoring mechanisms, including, but not limited to,
divisions of responsibility and a code of conduct. Once identified, any material deficiencies in the
process of internal controls are reported to management, and appropriate corrective measures are
implemented.

Even an effective process of internal controls, no matter how well designed, has inherent limi-
tations, including the possibility of human error, and therefore can provide only reasonable assur-
ance with respect to the preparation of reliable financial statements.

The management of the FRBNY assessed its process of internal controls over financial report-
ing, including the safeguarding of assets reflected in the Financial Statements, based upon the cri-
teria established in the “Internal Control—Integrated Framework” issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). Based on this assessment, we
believe that the FRBNY maintained an effective process of internal controls over financial report-
ing, including the safeguarding of assets as they relate to the Financial Statements.

Timothy F. Geithner Christine M. Cumming Edward F. Murphy
President First Vice President Principal Financial Officer



To the Board of Directors of the
Federal Reserve Bank of New York

We have examined management’s assertion, included in the accompanying Management
Assertion, that the Federal Reserve Bank of New York (“FRBNY”) maintained effective internal
control over financial reporting and the safeguarding of assets as they relate to the financial state-
ments as of December 31, 2005, based on criteria established in “Internal Control—Integrated
Framework” issued by the Committee of Sponsoring Organizations of the Treadway Commission.
FRBNY’s management is responsible for maintaining effective internal control over financial
reporting and safeguarding of assets as they relate to the financial statements. Our responsibility is
to express an opinion on management’s assertion based on our examination.

Our examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and, accordingly, included obtaining an under-
standing of internal control over financial reporting, testing and evaluating the design and operat-
ing effectiveness of internal control, and performing such other procedures as we considered nec-
essary in the circumstances. We believe that our examination provides a reasonable basis for our
opinion.

Because of inherent limitations in any internal control, misstatements due to error or fraud may
occur and not be detected. Also, projections of any evaluation of internal control over financial
reporting to future periods are subject to the risk that the internal control may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

In our opinion, management’s assertion that FRBNY maintained effective internal control over
financial reporting and over the safeguarding of assets as they relate to the financial statements as
of December 31, 2005 is fairly stated, in all material respects, based on criteria established in
“Internal Control—Integrated Framework” issued by the Committee of Sponsoring Organizations
of the Treadway Commission.

This report is intended solely for the information and use of management and the Board
of Directors and Audit Committee of FRBNY and any organization with legally defined oversight
responsibilities and is not intended to be and should not be used by anyone other than these specified
parties. 

March 8, 2006
New York, New York
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