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GOVERNOR'S
MESSAGE

Government is no less limited
than business in its ability to pro-
vide services to citizens. Neither
has a monopoly on the skills, tal-
ent and creative energy required
to meet the challenges of this last
quarter-century. For this reason,

I have built my Administration on
the belief that when private
enterprise and the public sector
join forces to accomplish de-
sirable goals, society will benefit.

This is exemplified in the pol-
icy and operation of the Pennsyl-
vania Housing Finance Agency.
It is a unique organization: a pub-
lic corporation of the Common-
wealth designed to assist private
enterprise to provide housing
for Pennsylvanians.

Using its financial strength, the
Agency is able to generate the
funding that is critical to the con-
tinued improvement in Penn-
sylvania’s housing stock. The
Agency functions in an effective
and responsive manner to satisfy
the various demands of in-

vestors, the lender community,
business and government. By
doing this, PIIFA allows the hous-
ing industry not only to sur-
vive, but to flourish.

The advantages of a well-housed
population reach beyond mere
shelter. Combining PHFA's pub-
lic funding with private de-
velopment creates thousands of
jobs and millions of dollars
in wages in the construction and
related fields, benefits local
governments by increasing their
tax bases and contributes to com-
munity stability by offering home-
ownership and decent rental
opportunities to our citizens.

Just as the Commonwealth can
look to the Agency’s record of
accomplishment with considerable
pride, so can we look to its
potential for future development
with confidence. With its dedi-
cated and involved Board of Direc-
tors, its highly motivated man-
agement and a competent, com-
mitted professional staff, the

Agency will be able to maintain
its financial position and ex-
ceed its housing production rec-
ord to continue making Penn-
sylvania a better place to call home.
People who need housing have

a friend in Pennsylvania.

Dick Thornburg
Governor




CHAIRPERSON'S
MESSAGE

Throughout his administration
Governor Thornburgh has empha-
sized the need for government

to work with the private sector to
achieve the best for Pennsyl-
vania. Not only is this a desirable
goal in itself, it is absolutely
essential for the successful opera-
tion of the Pennsylvania Hous-
ing Finance Agency.

During the past year PHFA com-
pleted the financing of its first
Section 8 moderate rehabilitation
apartment development, saw
the positive results of the imple-
mentation of the minority home
ownership program for black and
Hispanic families, assumed
the responsibility for the Home-
owners’ Emergency Mortgage
Assistance Program to help fami-
lies avoid foreclosure, sold its
largest ever single-family mortgage
revenue bond issue and devel-
oped the structure for multi-fam-
ily apartment financings that
are backed by private mortgage
insurance. All of these accom-
plishments were achieved at the
same time that the Agency con-
tinued its less dramatic, but no
less important day-to-day man-

agement of the single-family
and multi-family mortgage loan
portfolio. These activities con-
tribute to the economic develop-
ment of the Commonwealth

as a better place in which to live
and work, but none could

have been accomplished without
the active cooperation of pri-
vate enterprise.

PHFA’s Board and staff have
worked closely with Governor
Thornburgh’s administration, the
Legislature, Congress and the
U.5. Department of Housing and
Urban Development in order
to reach those constituents, both
public and private, who can
help provide good, decent, afford-
able homes. It will continue
this effort because the strength of
the Agency lies in its ability
to attract capital for investment in
Pennsylvania’s housing stock.
Working with the building and
development industry, the
lending community, and the finan-
cial markets, PHFA provides
the vehicle to focus the necessary
talent and resources into new
home and apartment construction,
rehabilitation of older dwell-

ings and mortgage financing for
homes and rental developments.
Meeting the challenges posed by
the changed realities of hous-
ing remains the standard by which
the Agency will be measured.
That task is neither simple nor is
it easy to accomplish, but PHFA
has responded with vigor and a
resilience of purpose based on
its capability to adapt to new cir-
cumstances. The results hold
the promise of an undiminished
housing future for the citizens of
the Commonwealth, especially for
the lower income and minorities.
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Shirley M. Dennis
Chairperson

EXECUTIVE
DIRECTOR'S
MESSAGE

During the past year, the activities
of the Pennsylvania Housing
Finance Agency have been gov-
erned by a Chinese curse and

a Benjamin Franklin adage; “May
you live in a time of change”

and * ‘Necessity is the mother of
invention.” All three major pro-
grams, multi-family rental, single
family homeownership and
emergency mortgage foreclosure
assistance have faced severe
challenges. Yet the Agency has de-
veloped innovations that still
continued to increase housing pro-
duction for the low and mod-
erate income citizens of the Com-
monwealth.

The multi-family rental financ-
ing program has completed
the evolution from the Section 8
rental subsidy system to the
80/20 market rate system, thanks
to the Thornburgh Administra-
tion and the General Assembly’s
support for necessary legisla-
tive changes. PHFA has distin-
guished itself by issuing the
first Section 8 Moderate Rehabili-
tation bond issue that was rated
by the major rating agencies. It was
also the first housing finance
agency in the nation to use a por-
tion of fees earned through its
80/20 financings to subsidize the
mortgages for new construction
and rehabilitation of rental hous-
ing for families earning approxi-
mately 50% of the state median
income,

The single family homeowner-
ship program survived a six
month moratorium resulting from
the failure of the U.S. Con-
gress to repeal the sunset provi-
sions of the Mmtgage Revenue
Bond Tax Act, in spite of the unani-
mous support for the program
by the Pennsylvania Congressional
Delegation. The average in-
come of the 10,000 homebuyers
that have taken advantage of
the program remains at approxi-
mately $22,000 which is 80% of
the state median income. The Fed-
eral Government classifies fami-
lies in this income range as “lower

income”. The Agency also ini-
tiated a minority homeownership
program, the first in the nation,
designed to achieve homeowner-
ship for low income black and
Hispanic families. The average in-
come for the participants in
this program was $17,500. Also,
the Agency initiated a neigh-
borhood rehabilitation program in
cooperation with 14 local gov-
ernments and also began efforts in
conjunction with the home
building industry to create a low
cost housing construction pro-
gram to bring lower cost, quality
homes within the grasp of the
lower income homebuyer.
Pennsylvania became the first
state to adopt legislation designed
to assist unemployed home-
owners to keep their homes from
foreclosure until they have had
time to financially get back on their
feet. The Pennsylvania Hous-
ing Finance Agency was chosen
to administer the program.
The demand for assistance was
great and the time limits to
start the program and review the
overwhelming number of ap-
plications was short. However,
once these hurdles were cleared,
the help provided to those
needy families has restored the
dlgmty that they deserve while
providing time to recover from the
personally and financially dev-
astating effects of unemployment.
The 1983-84 Fiscal Year led
to the complete restructuring of
the Multi-family Rental Financ-
ing Program and to the creation of
a new Homeowners” Emer-
gency Mortgage Assistance Pro-
rram. The Single Family Mort-
gage Revenue Bond Program was
given another four years of
life by the Federal Government,
Several innovative programs
were initiated, many for the first
time in the nation. The most
important item to note is that the
I’ennsvlvania Housing Finance
Agency is continuing to play a cen-
tral role in the Commonwealth
to provide for the preservation of

communities and neighbor-
hoods through the financing of
low and moderate multi-family
rental housing construction and re-
habilitation; through the pro-
vision of relatively low interest
mortgages for the purchase of
existing and newly constructed
single family homes for the lower
income and through a program
designed to help the unemployed
homeowner keep their home

until their economic condition
improves. Time has changed but
through inventive responses,

the Agency has continued to ful-
fill its mandate.

st/

Wayne D. Gerhold
LXCLLIU\-’E Director

(Note) In April 1985, Michael A.
Donadee was named Acting Executive
Director of the Agency following

M. Gerhold’s decision to pursie a
career in the privale sector.




THE YEAR IN REVIEW:
PRODUCTION AND
PERFORMANCE

Since its creation in 1972, the
Pennsylvania Housing Finance
Agency has become a major
housing force in the Common-
wealth. Its ability to provide
lower interest rate mortgage
loans for the construction
and rehabilitation of apartment
complexes and for the pur-
chase of single family homes
makes possible the develop-
ment of affordable housing for
the citizens of Pennsylvania.
By the end of fiscal year 1984,
PHFA had made over $950
million of multi-family mort-
gage loans available for the
construction and permanent
financing of 280 rental develop-
ments in 40 of the state’s
counties with a record of no
foreclosures. This equals a
total of 28,500 apartment units
financed under the Agency’s
rental housing and construc-

tion loan programs.

Its single family portfolio
has grown as well. As of June
30, 1984, PHFA has pur-
chased 10,000 loans in the aggre-
gate amount of $330,000,000.
Home mortgage loans have
been made in every one of
Pennsylvania’s 67 counties.

The Pennsylvania Housing
Finance Agency does not
receive any state or federal
funds for the operation of
its multi-family or single-family
housing programs. It counts
solely on its demonstrated abil-
ity to sell tax exempt securi-
ties to fund mortgage produc-
tion and cover administra-
tive costs.

During Fiscal Year 1984,
PHFA sold $26,000,000 multi-
family bonds and notes for
638 apartment units, and
$112,000,000 single-family mort-
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gage revenue bonds for 3,100
individually owned homes.
Obligations issued by PHFA
to fund its housing pro-
grams are general or special
obligations of the Agency.
The bonds and notes are well
received by the investment
community as reflected in the
Agency’s credit rating: PHFA’s
single-family bonds were
recently upgraded to Aa by
Moody’s, and rated AA by
Standard & Poor’s, without the
necessity to purchase credit
enhancement for the bonds.
Multi-family bond issues
ranged from Al to Aa by
Moody’s and AA+ to AA by
Standard & Poor’s. PHFA
multi-family construction loan
notes are rated MIG-1, the
highest Moody’s rating. Because
of its sustained financial
strength, PHFA anticipates that

its bonds will continue to be
highly rated and well received
in the national bond markets.

The Pennsylvania Housing
Finance Agency is a public
corporation and government in-
strumentality of the Com-
monwealth. The Agency is gov-
erned by a Board of Direc-
tors made up of the Secretaries
of the Department of Com-
munity Affairs, Banking and
Commerce, the State Treas-
urer, and six citizen members
appointed by the Governor
and confirmed by the State Sen-
ate. Citizen Board Mem-
bers are appointed to six year
terms. The Secretary of Com-
munity Affairs is Chairperson
of PHFA.

Working with the Governor’s
office, other government
agencies, and the Legislature,
the Board directs the Agency’s

programs and policies toward
effective housing and economic
development goals.

CURRENT OPERATIONS:
MuULTI-FAMILY

Prior to 1984, PHFA’s multi-
family activity had been limited
by statute to the financing
of rental units developed in
conjunction with federal
housing programs. The major
federal initiative with which
the Agency worked was the Sec-
tion 8 program implemented
by Congress in 1974.

Under Section 8, PHFA has
provided long term financ-
ing of 152 apartment develop-
ments for lower income
families, the elderly and handi-
capped, representing 14,682
rental apartment units. How-
ever, the new Section 8 sub-

PHFA mortgages finance owner-occupied
homes and multi-family rental apartments
for Commonuwealth citizens of all ages.

sidy projects are no longer
funded by the federal govern-
ment for apartment con-
struction or substantial rehabili-
tation developments. Re-
sponding to the diminished
role of the federal govern-
ment, the PHFA Board has
sought other avenues for en-
hancing the quality and
number of affordable housing
units in the Commonwealth.
In May, 1984 the Agency
received expanded legislative
authority to better achieve

this goal. The requirement of
federal involvement is no
longer necessary.

The “80/20” Program

The Pennsylvania Housing
Finance Agency has begun the
marketing of a new multi-
family apartment production




program based on the reali-
ties of current federal housing
policy. During the next few
years the main source of rental
housing development activ-
ity is expected to be in financ-
ing “80-20” market rate proj-
ects.

The Mortgage Subsidy Bond
Tax Act of 1980 allows tax
exempt bond financing of apart-
ments that maintain twenty
percent of available units for
families whose income is
less than 80 percent of median
income. By taking advan-
tage of this federal statute, PHFA
will be able to increase the
number and quality of housing
units in the Commonwealth.

PHFA expects that it will
finance 2,500 new apartment
units in the next year using
new financing techniques devel-
oped by the staff for this

program. Private enterprise will
use its expertise to develop
and build the apartments. The
Agency will use its financial
strength and experience to pro-
vide tax exempt mortgage
loans to make the rents more
affordable. To expand the
supply for lower income hous-
ing units, financing fees
for the 80/20 projects will be
set aside in a special sub-
sidy reserve fund. These funds
will be used to reduce the
mortgage financing required
for the construction and
rehabilitation of projects devel-
oped for low income fami-
lies, older Pennsylvanians and
handicapped persons. This
private-public partnership will
address the housing needs
of more citizens who choose to
or must rent.

PHFA emphasizes the pri-

vate-public relationship in other
ways by encouraging greater
participation by private lending
institutions in the multi-
family development process.
Letters of credit, surety bonds
Or insurance coverage pro-
vided by lending institutions
are opportunities for pri-

vate enterprise to assist the
Agency by enhancing the credit
security of its issues. Pri-

vate enterprise can also bene-
fit from the newly conceived
PHFA multi-family loans-
to-lenders program. By acting
as a pass-through agent for
PHFA tax-exempt loans, a lender
can become the institution
from which a developer can
secure multi-family apartment
financing.

Congregate Care Facilities

As the life expectancy of

Americans increases, the need
for additional housing for
older citizens increases. Despite
its accomplishments in pro-
viding Section 8 subsidized
housing for the elderly, there
is still a need for PHFA to
continue financing apartment
units for the Commonwealth’s
aging population.

This need is being addressed
by the Agency’s programs to
finance congregate care facili-
ties for those who, while
requiring some support services,
are still quite capable of liv-
ing productive, independent
lives outside of expensive
skilled or intermediate care
facilities. With the cooperation
of the sponsors, various
charitable organizations and
advocacy by the elderly, the
Pennsylvania Housing Finance
Agency is poised to pro-

AT HADDINGTON
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vide financing for this needed
and desirable kind of shelter.

CURRENT OPERATIONS:
SINGLE FAMILY

The Minority Home
Ownership Program

Addressing the housing

needs of minority families is
another area upon which
PHFA has placed special empha-
sis during the past two years.
In April, 1983 PHFA began

a special program to extend
home ownership opportunities
to minority families who

have not traditionally been in
the housing market. The minor-
ity homeownership pro-

gram combined mortgage pro-
ceeds from the Agency’s

1983 Series D Single-Family
Bond Issue, the counseling and
outreach capabilities of local

Because of ils ability fo attract invest-
ment capital PHEA enhances the economic
development of the Commonwenlth,
encouraging new construction, expanding

non-profit housing counseling
agencies and the experience

of the Commonwealth’s lend-
ing community to create a
process that would specifically
assist lower income black

and Hispanic families to buy
their own homes.

Eligible mortgagors were
minority families willing to par-
ticipate in pre-purchase and
post-purchase counseling. Pri-
ority was given to lower
income families who had never
previously owned a home.

In all cases, however, the essen-
tial qualifying factor was

that applicants have a strong
desire to buy their own homes.
This program also contrib-
utes to the stabilization of urban
neighborhoods. If a neigh-
borhood has a larger percent-
age of homeownership, its
citizens are usually more active

lending opportunities for financial insti-
tutions and generating additional tax bases
for local conmmunities,




and concerned about pre-
venting the deterioration of
existing housing, crime control
and the improvement of the
quality of education for their
children.

178 loans have been approved
under the minority home-
ownership program. Qualify-
ing incomes of participants
have averaged $17,500. Average
home sales prices are $30,000.
This compares to incomes
of $22,000 and sales prices of
$45,000 for all other loans
made under the Agency’s single-
family program.

Unexpected benefits are
being realized from the minor-
ity home ownership pro-
gram. First, communities in-
volved in the program have
gained expertise in using PHFA
resources that have helped
enhance their positions with

other state and federal neigh-
borhood grant and loan proj-
ects; and second, non-profit
housing corporations using the
Agency’s financial capabili-

ties have increased private-sec-
tor financing and contribu-
tions for other worthwhile proj-
ects in minority communi-

ties throughout the Common-
wealth.

Single-Family Pilot Programs

Over half the Commonwealth's
housing stock is 50 years
old or older, located largely in
small or medium sized bor-
oughs and cities. Unfortunately,
many fine housing units are
unlivable without major renova-
tions.

Pennsylvania has a number
of local government com-
munity development agencies

that are capable of identify-
ing homes in need of rehabilita-
tion, provide construction
financing, monitoring repairs,
screening potential home-
buyers and in many cases pro-
viding mortgage subsidies
to lower monthly payments and
defray closing costs. By work-
ing closely with such organiza-
tions and using part of its
bond issuing authority, PHFA
has implemented a substan-
tial rehabilitation single-family
mortgage purchase program.

Five local community devel-
opment agencies are pres-
ently working with PHFA and
the Pennsylvania Depart-
ment of Community Affairs to
substantially rehabilitate
older homes which will be sold
to qualified residents.

Another pilot program ini-
tiated by the Agency involves

financing the construction

of low cost energy efficient
single-family homes. $980,000
has been reserved by PHFA

to underwrite mortgages on 20
such homes that will be
completed in 1985.

Plans for the houses empha-
size efficient use of avail-
able floor space, low land costs,
the use of readily available
standard building materials and
off-site pre-construction.

PHFA has identified home
builders who can undertake this
effort and sell to qualified
buyers.

The costs of the new houses
will be approximately $49,000
each, well below the $54,000
average for new homes pur-
chased under PHFA’s stand-
dard single-family program.

The purpose of this program
is to stimulate the private

sector development of a qual-
ity, marketable, low cost
home that can be purchased by
lower income families and
individuals. Work will con-
tinue in this effort next year to
overcome problems related

to local government zoning and
building code restrictions

and the tendency of the home-
builder to maximize profits

by increasing the purchase price
of the home over what is
really necessary when market
demand is present.

CURRENT OPERATIONS:
THE HOMEOWNERS'
EMERGENCY MORTGAGE
ASSISTANCE PROGRAM

During the past year, PHFA
has been assigned the responsi-
bility of developing a new
initiative, the Homeowners’

Emergency Mortgage Assis-
tance Program, created by
Act 91 of 1983. The program is
designed to help those home-
owners who, through no fault
of their own, are unable to make
their mortgage payments.
Assistance is provided in
the form of loans that cure mort-
gage delinquencies, and
provide continuing assistance
for up to three years. Home-
owners who qualify must be
able to resume full mort-
gage payments after assistance
ceases.
Funds for this program
come from a combination of
state appropriations and
contributions from businesses.
Businesses that contribute
will receive a 70% tax credit on
their corporate net income
tax, bank shares tax, net earn-
ings tax or insurance premium

Agency-financed rental developments

offer attractivel y designed, well built aparf-
ments. Particular attention fo quality
control is essential to successful construction,




tax. To date, the Agency

has received more than 8,000
applications for mortgage
assistance. This is the only pro-
gram administered by the
Agency that uses Pennsylvania
taxpayer funds. No other
Agency funds or assets are used
or committed to this program.

CURRENT OPERATIONS:
LOAN MANAGEMENT

The Agency’s permanent loan
portfolio remains a healthy
one. None of its multi-family
projects has ever experi-

enced a foreclosure and cash
flow from occupied develop-
ments remains healthy. Vacancy
rates average less than one
percent. An on-going program
entailing oversight and pre-
ventive maintenance ensures the
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developments will remain
desirable places to live.

Emphasis on providing de-
cent, safe and affordable hous-
ing is not only sound public
policy, it is also good business.
By practicing a “no-default”
policy based on tenant satisfac-
tion and economic feasibil-
ity, purchasers of Agency issued
multi-family bonds are as-
sured that their investments
are secure.

The growing single-family
portfolio is likewise in sound
condition. The one percent
delinquency rate is indicative
of careful underwriting by
originators and stringent moni-
toring of the loan servicing.

The Agency intends to con-
tinue its home ownership
program to benefit as many
Pennsylvania homebuyers
as possible.

SUMMARY

1984 was a year of transi-
tion for the Pennsylvania Hous-
ing Finance Agency. With
the demise of the Section 8 pro-
gram, PHFA began the task
of developing new sources of
subsidy for continued pro-
duction of multi-family devel-
opments. New credit en-
hancement proposals have been
evaluated and are being
implemented. An expanded
Agency role in congregate care
facilities will provide new
housing opportunities for older
Pennsylvanians. Lower in-
come families will benefit from
the subsidized mortgages
that will come from the “low
income mortgage” fund ini-
tiated by PHFA.

The minority home owner-
ship program has proven its

worth in attracting black and
Hispanic families who are
capable and anxious to buy their
own homes. It will be ex-
panded to meet additional needs
in the years to come. With

the single-family program a
fully established entity within
the Agency’s overall financ-
ing effort, thousands of Penn-
sylvanians will benefit from
affordable mortgages.

While the provision of hous-
ing itself is a worthwhile
accomplishment, other advan-
tages are gained by Penn-
sylvania as a result of PHFA's
activities. Thousands of con-
struction jobs producing mil-
lions of dollars in wages are
the direct result of the Agency’s
single-family and multi-fam-
ily financings. Local tax bases
are enhanced for the munici-
palities where PHFA's loans

produce housing. The commu-
nity stability derived from

the Agency activities produces
benefits not only for those
directly involved but also for
other neighborhood residents
as well.

PHFA intends to offer leader-
ship in housing. It has the
financial strength, the tested
experience and the willing-
ness to confront the difficulties
that lie ahead. Its capacity to
adopt to changing circumstances
and remain a useful force
for housing finance will allow
it to meet and overcome
those problems. Good, afford-
able housing for all Penn-
sylvanians will remain the goal
of PHFA.

PHEA is concerned with the long term
housing needs of Pennsylvania. Careful
underwriting of apartment develop-

ments and single-family loans produces a
financially sound mortgage portfolio.
Preventive maintenance is an Agency
priority.
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PHFA BCARD
MEMBERS

Mr. Heeman Silverman

Chairperson
Ilon. Shirley M. Dennis
Sccretary of Community Affairs

Hon. R. Budd Dwyer
State Treasurer

James A. Lineberger, Lsquire
irector of Community Relations
Districl Atlorney’s Qlfice, Philadelphia

Hon. Ben McEnteer, Ex Officio
Secretary of Banking
Mr. Hillard Madway

Mr. John H. Miller, Jr
I'resident, Jolin IIobart Milley, Inc.

Ronald &. Mintz, Esquire

David A. Murdoch, Esquire
Kirkpatrick, Lockhart
Johnson & Hutchisan

Mr. Herman Silverman
Chairman of the Doard
Sylvan Pouls, Inc,

Hon. James Q. Pickard, Ex Officio
Secretary of Commerce

Secretary

Mrs, Carrie Barnes
Pennsylvania Housing Finance Agency
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Hone Ben dclinteer

u

Flan. James O, Pickard

Senior Managing Underwriter
Goldman, Sachs & Co.

Co-Managing Underwriters

Bear, Stearns & Co,

Dutcher & Singer, Ing,

Elkins & Co.

lanney Maontgomery Scott, Inc.

L. F. Rothschild, Unterberg, Towbin
Parker/Hunter, Inc,

Russell, Rea & Zappala, Inc.

Independent Certified
Public Accountants

Peat, Marwick, Mitchell & Co.

Bnnd Cnunsel
Rose, Schmidt, Dixon & Hasley
Wolf, Block, Schorr and Solis-( ohen

Outside Counsel
Iechert 'rice & Rhoads
Rhoads, Sinon & Hendershot

Bond Trustees

First Pennsylvania Bank, N.A,

Hamilton Bank

Industrial Valley Bank ancl Trust

Philadeiphia National Bank

Paying Agents

Chase Manhattan Bank, N.A.

Chemical Bank

Citibank, N.A.

Continental Minnis Mational Bank
and Trust Company of Chicago

James A. Linebeipen, Esquire Mr. Jubn H, Miiler, jr.

Hon. R, Budd Dhwyer

David A. Murdach, Esquire

Ronald 5. Mintz, Gsquire

First National Bank of Chicago
Lirst Pennsylvania Bank, N A,
Hamilton Bank

Morgan Guaranty ‘Trnst Co.

Depositories

Bank of America, NTS.A.
Bank of Pennsylvania

Central Penn National Bank
CCNB, NA.

Citibank, M. A.

Commonwealth National Bank
Continental Bank of Morristown
1auphin Deposit Bank and Trust Co.
Equibank, N.A.

First Pennsylvania Bank, N.A.
Hamilton Bank

Home-Unity Savings and Loan y
Association

Industrial Valley Bank and Trust ‘E
Company

Mellon Bank, N.A.

Morgan Guaranty Trust Co,
New World Natlonal Bank
Philadelphia National Bank
Pittsburgh National Bank
["vovident National Bank

ACCOUNTANT'S
RiPoORT

To the Mcombers of the
Pennsylvania Housing Finance Agency:

We have examined the balance sheets of Pennsylvania
Housing Finance Agency as of June 30, 1984 and
1983 and the related statements of revenues, expenses
and changes in fund balances and changes in
financial position for the years then ended. Cur cxami-
nations were made in accordance with generally
accepted auditing standards and, accordingly, in-
cluded such tests of the accounting records and
such other anditing procedures as we considered nec-
essary in the circumstances.

In our opinion, the aforementioned financial
staternents present fairly the financial position of Penn-
sylvania Housing Finance Agency at June 30, 1984
and 1983 and Lhc results of its operations and changes
in its financial position for the years then ended,
in conformity with generally accepled accounting prin-
ciples applied on a consistent basis.

PEAT, MARWICK, MITCHELL & CO.

Scpilember 14, 1984
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BALANCE
SHEETS
June 30, 1984 and 1983
1984 1983
Combined Combined
Multi- Single Total - Multi- Single Total—
General Family Family Memorandum Generat Family Family Memorandum
Fund Program Program Only Fund Program Program Only
ASSFETS
Investments and cash (note 5) $45,094,114 204,498,415 59,582,997 309,175,526 28,114,424 320,317,490 116,475,601 464,907,515
Mortgage loans receivable (note 6) 715,183 523,996,197 315,198,064 839,909,444 766,665 417,336,807 147,477,390 565,580,871
Construction advances {note &) — 42,624,820 — 42,624,820 - 109,655,574 - 109,655,576
Deferred and other assets (note ) 1,303,583 10,490,936 1,021,771 12,816,290 1,006,165 10,977,475 557,799 12,541,439
Due from other funds 2,836,106 - - 2,836,106 475,568 - - 475,568
$49,948,986 781,010,368 375,802,832 1,207,362,186 30,362,822 858,287,348 264,510,799 1,153,160,969
LIABILITIES AND FUND BALANCES
Notes payable (note 7) $ - 41,564,869 - 41,564,869 - 129,968,419 - 129,968,419
Accrued interest payable — 20,954,699 10,557,921 31,512,620 - 23,047,663 7,283,810 30,331,473
Accounts payable and accrued expenses 597,560 — - 597 560 396,065 _ — 396,065
Escrows and other liabilities 630,375 38,198,667 246,543 39,075,585 318,120 25,672,383 1,650,021 27,640,524
Bonds payable (note 5, 8 and 10) - 649,663,505 351,696,925 1,001,360,430 - 642,341,476 244,774,834 887,116,310
Due to other funds - 2,627,144 208,962 2,836,106 - 336,568 139,000 475,568
TOTAL LiABILITIES 1,227,935 753,008,884 362,710,351 1,116,947,170 714,185 821,366,509 253,847,665 1,075,928,359
Fund balances (notes 8 and 10) 48,721,051 28,601,484 13,092,481 90,415,016 29,648,637 136,920,839 10,663,134 77,232,610
$49,948,956 781,610,368 375,802,832 1,207,362,186 30,362,822 858,287,348 264,510,799 1,153,160,969

See accumpanying notes to financial statcments,
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STATEMENTS OF
REVENUES, EXPENSES
AND CHANGES IN
FUND BALANCES

Years ended June 30, 1984 and 1983

1984 1983
Combined Combined
Multi- Single Total — Multi- Single Total —
General Family Family Memorandum General Family Family Memorandum
Fund Program Program Only Fund Program Program Only
REVENUES:
INTEREST INCOME:
Investments $ 3,574,072 18,807,252 11,332,413 33,713,737 2,332,514 33,646,028 15,028,657 51,007,199
Mortgage loans receivable (note 6) 43,475 44,671,229 28,567,604 73,282,308 47,092 30,394,090 9,262,358 39,703,540
Construction advances (note 6) — 7,309,207 - 7,309,207 - 11,528,224 — 11,528,224
TOTAL INTEREST INCOME 3,617,547 70,787,688 39,900,017 114,305,252 2,379,606 75,568,342 24,291,015 102,238,963
Fees, charges and other income 4,297,072 =~ = 4,297,072 6,503,475 - 206,650 6,710,125
Gain on early extinguishment of debt — 559,186 = 559,186 — 73,848 — 73,848
TOTAL REVENUES $7,914,619 71,346,874 39,900,017 119,161,510 8,883,081 75,642,190 24,497,665 109,022,936
EXPENSES:
Interest on bonds (note 8) - 55,888,555 38,416,659 94,305,214 - 53,030,166 23,980,112 77,010,278
Interest on notes (note 7) - 6,034,449 p 6,034,449 - 12,750,979 - 12,750,979
Salaries and related benefits 3,820,160 - — 3,820,160 3,583,455 - - 3,583,455
Other general and administrative 1,765,270 - _ 1,765,270 1,444,419 i - 1,444,419
Loss on early extinguishment of debt (note 8) - 54,011 54,011 = = 1,014,322 1,014,322
TOTAL EXPENSES 5,585,430 61,923,004 38,470,670 105,979,104 5,027,874 65,781,145 24,994,434 95,803,453
Excess (deficiency) of revenues over expenses 2,329,189 9,423,870 1,429,347 13,182,406 3,855,207 9,861,045 (496,769) 13,219,483
Interfund transfers (notes 4, 8 and 10) 16,743,225 (17,743,225 ) 1,000,000 = 7,976,704 (13,876,704) 5,900,000 —
Fund balances at beginning of period 29,648,637 36,920,839 10,663,134 77,232,610 17,816,726 40,936,498 5,259,903 64,013,127
Fund balances at end of period $48,721,051 28,601,484 13,092,481 90,415,016 29,648,637 36,920,839 10,663,134 77,232,610

See accompanying notes to financial statements.
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STATEMENTS OF
CHANGES IN FINANCIAL
POSITION

Years ended June 30, 1984 and 1983

1984
Combined Combined
Mulii- Single Total — Multi- Single Total —
General Family Family Memorandum General Family Family Memorandum
Fund Program Program Only Fund Program Program Only
SOURCES OF FUNDS:
FrROM OPERATIONS:
Excess (deficiency) of revenues over expenses % 2,329,189 9,423,870 1,429,347 13,182,406 3,855,207 9 BG1,045 (496,769) 13,219,483
Items which do not usc (provide) {unds:
Amortization of discounts on notes and bonds payable - 1,509,437 394 839 1,904,276 - 1,727,776 195,142 1,922,918
Loss {gain) on early extinguishment of debt — (559,186) 54,011 (505,175) — (73,848) 1,014,322 940,474
Other 165,928 493,124 {46,115} 612,937 174,449 428 B17 (44,648) h98,618
FUNDS PROVIDED FROM OPERATIONS 2,495,117 10,867,245 1,832,082 15,194,444 4,029,656 11,983,750 668,047 16,681,493
Inter-fund transfers 16,743,225 (17,743,225) 1,000,000 - 7,976,704 (13,876,704) 5,900,000
Bond proceeds, net of discount — 12,340,992 109,144,893 121,485,885 - 87,989,397 175,285,469 263,274,866
Naote proceeds, net of discount - 8,049,050 — 8,049,050 - 31,666,663 - 31,666,663
Martgage principal payments 50,826 2,977,953 7,390,888 10,419,667 a5,886 2,571,478 1,008,257 3,735,619
Mortgages permanently financed - 18,604,035 _ 18,804,035 - $2,993,133 — 62,993,133
Change in:
Investments, net of premium and discount, and cash 115,823,004 56,950,760 172,773,764 - - - -
Due to other funds - 2,290,576 69,062 2,360,538 — — 139,000 139,000
Accrued interest payable - - 3,274,111 3,274,111 - 5,913,078 3,972,980 9,886,058
Olher assets and liabilities, net 56,390 12,585,273 _ 12,641,663 — 8,534,535 - 8,534,535
TOTAL $19,345,558 165,994,903 179,662,696 365,003,157 12,072,246 197,775,368 187,063,753 396,911,367
Uses OF FUNDS:
Investment in construction advances and mortgage loans receivable — 61,480,125 175,079,672 236,559,797 — 125,922,402 147,723,222 273,645,624
Payment of bond principal - 5,626,814 2,665,000 8,291,814 — 3,425,523 29,115,000 32,540,523
Payment of note principal - 96,795,000 - 96,795,000 - 64,990,000 - 64,990,000
Change in:
Investments, nct of premium and discount, and cash 16,985,020 — _ 16,985,020 11,940,687 3,382,148 10,019,112 25,332,947
Duc from other funds 2,360,538 - - 2,360,538 83,705 58,295 - 139,000
Accrued interest payable - 2,092,964 - 2,092,964 - - - -
Other assets and liabilitics, net - . 1,918,024 1,918,024 47,854 — 215,419 263,273
ToTAL $19,345,558 165,994,903 179,662,696 365,003,157 12,072,246 197,775,368 187,063,753 396,911,367
See accompanying notes to financial slatements.
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NOTES T
FINANCIAL
STATEMENTS

NOTE 1

AUTHORIZING LEGISLATION

The Pennsylvania Housing Finance Agency is a

body corporate and politic created by the Housing
Finance Agency Taw, Act of December 3, 1959,

I’.L. 1688, as amended. Pursuant to the Act, the Agency
is authorized and empowered, among other things,

to finance the construction and rehabilitation of hous-
ing units for salc or rent to low and moderate
income persons and families or the eldctly. Bonds
and notes issued under the provisions of the Act

are not a debt or liability of the Camnmonwealth of
Pennsylvania or any of its subdivisions or a pledge of

the faith and credit of the Commonwealth of Penn-
sylvania or of any of its political subdivisions.

The Act was amended, on December 31, 1981,
to authorize the Agency to make or purchase loans
to finance the purchase, construction, improve-
ment or rehabilitation of owner-occupied single-family
residences.

The Act was further amended, on May 31, 1984,
o authorize the Agency to finance the construction
and rehabilitation of housing units without requir-
ing the housing units to be subsidized or assisted by
a federal government program.

NOTE 2
DCSCRIPTION OF FUND GROUTS

GENERAL FUND

The General Fund is utilized to record certain loan
origination {ees, service charges and revenue from
investments not otherwisc pledged for the repayment
of notes or bonds in the other funds. All expenses

of the Agency are recorded in this fund except inter-
est and provisions for potential loan losses which

are charged to the funds to which such expenses relate.

MULTEFAMILY PROGRAM
The Multi-Family Pragram is utilized to account
for transactions related to:
Thc making of construction loans for multi-family

rental housing developments for which commitments
have been made by Federal or local housing agen-
cies to purchase the mortgage upon satisfactory coms-
pletion of construction.

The construction, rehabilitation and permanent
financing of multi-family rental housing developments
gencrally designed for low and moderate income
persons and families or elderly persons.

SINGLE FAMILY PROGRAM

The Single Family Program is utilized to account for
transactions related to the purchasing of mortgage
loans for owner-cccupied single-family residences for
low and moderate income persons and families,

Note 3
SUMMARY OF SICNIFICANT ACCOUNTING POLICIES

INVESTMENTS
Investment sccurilics are carried al amortized cost.

MORTGACE LOANS AND CONSTRUCTION ADVANCES
Mortgage loans and construction advances are carried
at amounts disbursed plus accrued interest and

fees, less collections and allowance for potential loan
tosses, if any.

ALLOWANCE FOR POTENTIAL L.OAN LOSSES

The allowance for potential loan losses is determined
based upon management’s evaluation of the loan
porifolio. Additions to the allowance are made by
charges to expensc.

LOAN [INTEREST AND FEES
For loans under the Muiti-Family Program, loan
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financing fees, service fees and interest charges on
construction advances during the construction
period are generally capitalized as part of the loan.
Loan arigination financing fees, which range from
0.75% Lo 1.5% of the loan commitment, are recognized
as income at the date of initial mortgage closing,
Other financing fees in excess of the loan origination
fee arc recognized on a straight-line basis over
the estimated construction period.

For the Single Family Program, the Agency charges
a fee of 1%:% or 2% of the mortgage amount when
it purchases a loan, which fec is recognized as income
un an interest method over the life of the mortgage.

MORTGAGE ORIGINATION COSTS
Costs related to investigations, surveys, appraisals
and other matters pertaining to the evaluation of

mortgage loan proposals and construction advances
are charged to opcrations in the General Fund as
incurred. Certain of thesc costs are reimbursed by the
mortiagers,

AMORTIZATION OF NOTE AND BOND DiSCOUNTS

Note and bond discounts, including original issue
discounts, are amortized over the lives of the issucs
using the interest method.

NOTE 4

INTERFUND TRANSFERS
The Agency is permitted to make fund balancc trans-
fers from the Multi-Family Program and Single
Family Program to the General Fund o the extent
that such fund balances and the related asscis
are not required to meet the Agency’s debt obligations.
There are additional restrictions on transfers con-
tained in the Single Family bond resolutions. Amounts
which may be transferred from the Multi-Family
Program result from earnings in excess of the note
and bend interest and other related expenses.
Transfers from these Proprams are made from time
to time.

In accordance with the bond resolutions of certain of
the Agency’s Bonds, the Agency has transferred

prescribed amounts between the General Fund and
the Multi-Family and Single Family Programs.

Such transfers are primarily for the purposes of meet-
ing Capilal Reserve Fund requiremenis and to

make mortgage loans.

The Agency transferred $1,700,000 from the
Gengeral Fund to the Singlc Family Program during
the year ended June 30, 1983. Such transfer, and
the related income on the investiment of the trans-
ferred funds, is intended to fund the estimated
cost of the Agency’'s program providing for reduced
interest rates for a two-year period on mortgage
loans made trom approximately $54,500,000 of pro-
ceeds of Single Family Mortgage Revenue Bonds,
1982 Series B.

NOTE 5

INVESTMENTS AND CASII

The Agency is required under the provisions of
applicable debt indentures to restrict sufficient invest-
ments of the Multi-Family and Single Family Pro-
grams to meet required capital reserve requirements,
payment of construction advances, and payment

of debt service on related notes and bonds. As of Junc
30, 1984, the Multi-Family Program contained
investments of approximately $25,000,000 that were
no longer restricted to that fund by debt inden-
tures. Investment securities consist of collateralized

ceriificates of deposils, savings accounts, U.S.
Government securities and U.5. Government securi-
ties heid under repurchse agreements. Tnvest-

ments and cash have the following amortized cost and
market values at the indicated dates:

Amortized Market
Cost Value

June 30, 1984 $309,175,526 206,677,198
June 30, 1983 $464,907,515 465,577,824

NOTE 6

MORTCAGE LOANS RECEIVABLE AND

CONSTRUCTION ADVANCES

The morigage loans receivable and construisction
advances receivable are secured by first mortgages on
the related properties, In addition, the Federal
government provides insurance for certain projects

included in the Multi-Family Program, with insur-
ance for the Single Family Program being provided by
commercial companies. A summary of construc-

tion advances and mortgage loans receivable as of June
30, 1984 and 1983 follows:
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NOQOTES TO
FINANCIAL
STATEMENTS

Multi-Family Program

Single Family

Mortgage Program—
Loans Construction Mortgage Loans
Receivablc Advances Receivable
JunEg 30, 1984:
Insured and subsidized b 22,085,927 16,892,852 —
Insured and nonsubsidized — 16,692,015 F15,198,064
Uninsured and subsidized 452,723,841 9,639,953 -
Uninsurgt_j and nonsubsidized 56,186,429 — -
530,994,197 43,224,820 315,198,064
Allowance for potential loan losses 7,000,000 600,000 -
$523,996,197 42,024,820 315,198,064

Interest rate range

7.4% 14.0%

7.0%-12.5%

9.9%-14.0%

JUNE 30, 1983:

Insurod and subsidized $ 7,995,313 19,223,629
Insured and nonsubsidized — 10,819,341 147,477,399
Uninsured and subsidized 360,195,489 80,212,600 —
Uninsured and nensubsidized 56,146,005 - —
424,336,807 110,255,576 147,477,399
Allowance for potential __lnan lnsses_ 7,000,000 _ 400,000 —
$417,336,807 109,655,576 147,477,399

Interest rate rangc

7.4%-10.4%

6.5%-13.2%

11.0%-14.0%

Bonds issued and‘oﬁtstahding for the Multi-Family Program are as follows:

Interest Rate

Final Maturity Amount Outstanding June 30,

As of June 30, 1984 and 1983, the Agency had pro-
vided $17,397, 164 and $19,452,482, respectively, of
construction loans for financing during the construc-
tion phase only, of which $16,692,015 and $15,943,620,

respectively, were insured.

There has been no aclivily in the Agency’s allow-
ance for potential losses for the years ended June
30, 1984 or 1983.

NoTE 7

NOTES PAYABLE

The Agency issues various notes for construction
financing which are secured by the full faith and credit
of the Agency, the underlying construction mort-
gage, the undisbursed note proceeds and by all funds
received in repayment of construction advances.

Notes payable at June 30, 1984 and 1983 are at
interest rates of 6.25% to 10.0%. Principal payments
are required at note maturity. The scheduled prin-
cipal payments for all notes outstanding at Jume 30,
1984 for cach of the years ending June 30, 1985
and 1986 are $14, 720,000 and $27,040,000, respectively.

NOTE 8

BONDS PAYABLE

Bonds have been issued to provide financing of
mortgage loans under the Multi-Family Program and
Single Family Program. The bonds are direct and
general obligations of the Agency. The full faith and
credit of the Agency are pledged for the repay-
ment of all the bonds issued. The bonds are secured
by:

{a) The martgage loans made on the related proper-
tics;
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(LY Most revenues, mortgage advance amnortization
payvments and recovery payments received by the
Agency from mortgage loans; and

{c) Certain funds and accounts established pursunant
to the bond indentures including the invest-
ment of the bond proceeds,

These security covenants, together with covenants
in note payable agreements, in cffect make available
all assets of all funds for debt-related purposes.

Issue Range Date 1982 1983
Residential Development Bonds:
[ssue A 5.60-7.60% 2019 $81,660,000 82,530,000
Issuc B 5.15-6.60% 2020 31,620,000 31,905,000
Issue 1977 (Refunding) 4.80-6.50% 2023 88,370,000 89,025,000
Issue C 1.85-6.38% 2020 22,860,000 23,855,000
Issue D 5.00-6.78% 2021 79,705,000 80,445,000
Issue E 5.80-7.25% 2022 21,485,000 22,210,000
Issue F 5.90-7.60% 2022 39,450,000 40,020,000
Issue C 7.15% 2012 7,925,000 8,100,000
Issue H 6.10-7.70% 2023 53,940,000 54,465,000
[ssuc I 5.50-9,30% 2023 51,125,000 51,600,000
Issue ] 9.50-14.50% 2013 24,640,000 24,640,000
Issue K 8.50-13.65% 2013 22,500,000 22,500,000
[ssue L 7.75-12.13% 2025 28,730,000 28,730,000
Issue M 7.25-11.00% 2014 20,835,000 20,835,000
[ssue N 9.75% 2014 3,275,000 3,275,000
[ssue 0 10,375% 2015 6,985,000 -
Issue I 10.375% 2m5 5,600,000 -
Section 23 Assisted Bonds, Issue 1977A  5.75% 19935 1,199,000 1,270,000
University Housing Bonds, Issue 1979 7.75% 2007 2,325,000 2,400,000
Multi-family Housing Bonds:
[ssue 1980 9.80-10.00% 2023 11,390,000 11,415,000
Isque 19824 8.75-13.50% 2024 62,370,000 62,370,000
lssuc 1982B 9.50-10.93% 2024 14,210,000 14,210,000
702,199,000 (95,800,000
Unamortized bond discount {52,335,495) {53,458,524)

$649,663,505

642,341,476

Residential Development Bonds Issue 1977 were
issued to defease the Rental Housing PProgram Bonds
1976 Series A and 1975 Series A, The proceeds

of the new issue were used to purchase U.S. Treasury
obligations sufficient to pay the principal and
interest, when due, on the defeased bonds, The U.S.
Treasury obligations were deposited with the trus.
tee of the defeased bonds. The Agency accounted for
this transaction by removing the U.S, Treasury
obligations and liabilities for the defeascd bonds from
its recards; the difference between the carrying

amounts of the new and the previously putstanding
bonds (approximately $9,800,000) is reflected as a
deferred asset net of amortization in the accompany-
ing balance sheets. The deferral is being amortized
over the term of the new issue using the effective in-
terest method. Economic benefits arising from the
refunding issue are being passed Lhrough to mort-
gagors whose loang secure the new bonds,

Bonds issucd and outstanding for the Single Family
Program are as follows;

Interest Final Amount Outsta“a.'uding June 30,
lssue Rate Range  Maturity Date 1984 1983
Single Tamily Mortgage Revenue Bonds:

1982 Series A 8.75 13.75% 2003 $ 68,220,000 70,885,000

1982 Series B 8.00-12.50% 2013 115,000,000 115,000,000

Series C 6.00-9.38% 2014 64,599,325 64,599,325
Scries D 5.75-9.25% 2014 69,997,774 -
Series B 6.00-10.75% 2015 41,999,822 -

359,816,921 250,484,325

Unamortized bond discount (8,119,99) {5,709,491

$351,696,925 244,774,834
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