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To the Members of the Pennsylvania Housing Finance Agency
Harrisburg. Pennsylvania:

In our opinion, the accompanying balance sheets and the related statements of revenues, expenses and changes in fund balances and
cash flows present fairly, in all material respects. the financial position of The Pennsylvania Housing Finance Agency (Agency) at June 30,
2000 and 1393, and the results of its operations and cash Hows for the years then ended. in confarmity with accounting principles gen-
erally accepted in the United States of America. These financial statements sre the responsibility of the Agency's management; our
responsibility is to express an opinion on these financial statements hased on our audits. We did not audit the financial statements of
the Homeowners Emergency Mortgage Assistance Program (HEMAP) whose statements reflect total assets and revenues constituting 2.0%
and .0%, respectively of the related totals. Those statements were audited by other auditors whose report has been furnished to us, and
our opinion, insofar as it relates to the amounts included for HEMAP is based solely on the report of the other auditors. We conducted
our audits of these statements in accardance with auditing standards generally accepted in the United States of America and Government
Auditing Standards, issued by the Comptroller General of the United States, which require that we plan and perform the sudit to obtain
reasanable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis. evidence supporting the amounts and disclosures in the financial statements, essessing the accounting principles used and signif-
icant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for the opinion expressed above.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a whale. The Schedule of Funding
Progress, Schedule of Contributions from the Employer and Other Contributing Entities, and the Notes to Supplemental Schedules on pages
47 and 48 are not a required part of the basic financial statements but are supplemental information required by the Governmental
Accounting Standards Board. Such information has been subjected to the auditing procedures applied in the audits of the basic financial
statements and. in our opinion, is fairly presented, in all material respects, in relation to the basic financial statements taken as a whale.

In accordance with Government Auditing Standards, we have also issued our report dated September 29, 2000 on our consideration of
the Agency's internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations. con-
tracts and grants. That report is an integral part of an audit performed in accordance with Gavernment Auditing Standards and should
be read in conjunction with this report in considering the results of our audit.
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PENNSYLVANIA HOUSING FINANCE AGENCY

(DOLLAR AMQUNTS IN THOUSANDS)

ASSETS

Deposits and investments (Note £} ... ... ... ...l
Mortgage loans receivable (Note F) ..................... .00,
Construction advances Note F) .. ..o
Deferred and otherassels ... ... ... i
i other funds ... ... ST Foiianmiuen

LITIES AND FUND BALANCES

Bonds payable (Note I) ... ...
Notes payable (Note Hl .. ... ... ...
Escrow and other lishilities .. ......... ... .
Accrued interest payable . ...l
Accounts payable and accrued expenses . ... oo
Accrued mortgage claims .. ..o e
Due torather FIRGS - s csmmmammss v s s s

Tatal ligbilities .. .......0vnre

fund balances (Note K}
RESEIVEIE . . . ooie oo mirmoririn s koot s o et e oo SRS
Unreserved:
Internally designated . ......... ...,
Undesignatid -...c.sowmeiswms semp e s save s

Total fund balances ...

2000 1339

MULTI= SINGLE TOTALS MULTI- SINGLE TOTALS

GENERAL FAMILY FAMILY INSURANCE {(MEMORANDUM GENERAL FAMILY FAMILY INSURAMNCE (MEMORANDUM
FUND PROGRAM PROGRAM FUND HEMAP ONLY) FUND PROGRAM PROGRAM FUND HEMAP ONLY)
$ 115892 $ 3052 5 338998 § 28740 $ 559 § 850775 $ 100,805 S MBS S 3323 $ 255 8 B3I 8 BI90D
= 546,354 2228238 A 69377 2843919 - 564,337 2,055,585 - 75,791 2685713
- 9113 - = — 9113 = 17770 s = = 11770
5653 45 10,522 8 12 20,968 5268 475l 885 B I 18,822
12636 = g = — 12,636 17763 - = = i 17783
$ 1348 S 90§ 2571758 $ 28748 $ 75032 § 3736909 § 1383 S G289 S 2397005 S 25882 8 B22H S 35597
= 529,380 2342736 — — 287216 = 547183 2173 668 — - 2720851
= 5026 1103 - — 8129 — 043 — — — 5,043
323 221334 38113 8l 3230 263481 166 207,369 41,060 904 3356 252,855
—_ 15,394 36,403 - = 49,797 = 15,880 33130 — — 48,019
1533 - T - 28 1835 1628 = 120 = 239 1987
— = = 120 - 121 - — — 130 — 130
= 4889 7285 - 452 12,636 - 3715 13,547 = 50) 17,763
1856 TEO% 242314 1692 3920 3.207.205 1794 780,96 2261534 1034 4,098 3,048,654
— 1960 42,08 10,000 iz 125153 = 1960 36,309 10,000 TBIBS 126,430
48750 137490 15,705 17,056 - 29,001 43250 128,915 14205 14,648 = 201018
83575 5717 96,258 - s 185,550 78,797 1922 5,61 - — 175,875
132325 145,67 154,044 27,056 2 579,704 122,042 142,797 135,671 24,548 TBIBS 503323
51348 S 90§ 2577758 3 78748 $ 75032 3 3736909 S 1383 S G283 2397005 S 75882 S B2 S 35597

PENNSYLVANIA HOUSING FINANCI
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The accompanying notes are an integral part of these financial statements.
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-
PENNSYLVANIA HOUSING FINANCE AGENCY
Statements of Revenues, Expenses and Changes in Fund Balances
for the years ended June 30, 2000 and (389
2000 (999
MULTI- SINGLF TOTALS MULTI- SINGLE TOTALS
GENERAL FAMILY FAMILY INSURANCE (MEMORANDUM GENERAL FAMILY FAMILY INSURANCE (MEMORAMDUM
(DOLLAR AMOUNTS IN THOUSANDS) FUND PROGRAM PROGRAM FUND HEMAP ONLY) FUND PROGRAM PROGRAM FUND HEMAP ONLY)
REVENUES
Interest income:;
IEEIRENE n. oy, o, o remmmp. gewss. svvseniion, o), o, o, $ 4161 § 10,086 § 24,835 § 1988 § 385 § ALls § 0482 58 3 20648 I 167 I in § 3600
Martgaqe lnans receivable (Note F) .. ... ... ... ... ... ... .. m a0.338 138,088 — 979 189,502 I16 91,492 134,012 — 1,024 186.644
Construction advances (Note F) ..., — g — : — gl — 13 — — — 13
Total interestinERmE iscvasismiis e Es A s res 4238 IRRE] 62,983 1988 1,364 231108 5,598 59,616 154,660 1671 1403 277 948
T B T 1 15,980 -— 2138 257 296 20993 14,592 — 1469 1763 305 18129
Amartization of deferred gain .. ... ... - 7l - - - T - il -— - — bél
Unrealized gain {loss) on investments .. ........................ {708) (2.195) (2.0B1) (I7) = {a.139) (T81) (2.683) (2.581) (200} - (6.245)
Brant PRVENLE . . . o — — — — — — — 243 - - — 243
Pass-through grants (Note O} ... ... ..o - 111,769 - - - 111,769 - 118,835 — - e 118835
Residual receipls . . . ..o e — 164l — — =5 1,641 — 1841 — — — 1,841
NORFRCUrHinA INBOME. .oy viimaiaian Shias s s e e i e 7 — — — - ? 12 - - — — 12
Total aperating revenue .....................o..oov.ns 19,512 172481 (63,060 4397 1.660 361105 19.421 78.513 53,548 3.234 1,708 356,424
EXPENSES
Interest on notes (Note H) ... oo - 168 3159 - — 33 — 214 — — — 214
Interest:on bords: (Note 1) v onemniermenismmmmssemsm o — 34,850 141,549 — — 176,399 — 39435 139.902 — — 75,337
Salaries and related benefits ... ....... ..., 10.257 — — — (1] 11770 9.445 - — - 1444 10,889
General and administrative . .......... ... ..., 4507 22989 —_ 234 1789 8.929 4,345 2654 ~ 276 705 8.980
Pass-through grants (Note G} . ... ... .. ... ... . ... ... - - 111,769 — — — [11,769 —_ 118,835 —_ — — 118.835
L Jass-peoWisian . i sring e s s e S T e — 15.000 3.000 — 9.40B 23.408 — 12,000 1.600 — 2.868 (6,468
Moptgage BlaiMS: .5 commeasnen st s R e - - — 1750 — 1750 — — — 600 — 600
Write-off of real estate deposit . .............. ... .. .. ... ann - — -— [ — a00 — — — - — -
Total operating expenses .. ..............oiiiiii.., 15,359 164,086 147,708 1984 | 8.713 337850 13.790 163.138 141,502 876 .07 331,323
Income before extraordinary item ... ..o 4103 8395 10,352 2,408 (1.053) 23.200 363l 9.375 12,046 2,358 (4.309) 25,101
Extraordinary loss
Farly extinguishment of debt (Note l) . ... .......... .. .. .. — 1} (697) _ - | — GHE) — — (620) — — (620)
|
Nebingome: : s snvmsmannnms s 4153 8.394 14,655 2408 {7.083) 22,557 5.631 9,375 [1426 2358 (4.309) 24481
Fund balances at beginning of year ................ ... ... 22,042 142,797 135,871 24,648 78.165 503,323 110,444 134,045 29,588 22.290 82474 478,842
Fund balance transfers and other changes (Note D) .. .. ............ G130 {6,024) 378 - I. - 3824 5.967 (623) (5,344) — — —
Fund balances at end of year ... ... ... ... .. ... .. ... ..., § 132325 § 145167 § I54.044 § 21056 | (- 5 T2 § 529704 § 122042 $ 142797 § 13567 § 24548 T 7865 § 503323

The accompanying notes are an integral part of the financial statements.
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PENNSYLVANIA HOUSING FINANCE AGEN

Statements of Cash Flows

for the year ended June 30, 2000 end 1333 2000
MULTI= SINGLE
GENER!H\L FAMILY FAMILY INSURANCE
(DOLLAR AMOURNTS IN THOUSANDS) FUN PROGRAM PROGRAM FUND
[ash flows from operating activities:
Net incame (loss) ..., § 4183 §  B3M § 14655 § 2408
‘Adjustments to reconcile net income to net cash
provided by (used in) operating activities
Depreciation and smortization .. .............. 286 233 529 —
" Loss on early extinguishment of debt ... . . FESSSEEEEES — [ 637 -
Loan Iossspravision. =i vusssmasesmaiamiies i — 15.000 3.000 —_
Interest expense on notes and bonds,
excluding amortization and accretion .. ... ... .. ... .. - 35.018 141,549 -
Interest income on investments .. ... ... {4.161) (10,086) {24.833) (1.988)
Unrealized gain on investments ... [ ... 08 2185 206! 73
Amortization of deferred gain . ... ... ... .. .. - JRil - -
Loss on sale of real estate owned — - - -
Increase (decrease) due to changes in operating
assets and liabilities
Martgage loans receivable . ... ...l — (1.07) {175.653) —
Constriotion BAVANGES s ssivssns mamamamnintamigs — 8,657 — —
Deferred and other assets ... ... {170) 80 (2.534) —
Escrow and other lighilities ... ............ ... ..., 157 13.234 (2.947) {423)
Accounts payable and accrued expenses .. ................ {95) == {46) =
Accrued mortgage claims .. ... ..., - - — 08!
Net cash provided by (used in) operating activities . ... ........ an 66,440 (43.184) 203
s fr T{l financing activities:
4,626 1174 (6.262) =5
6.130 {6.024) 378 -
— — 939,704 -
- {19,060 (370.462) -
= (35.504) (140.285) —
Net cash provided|by (used in} nojeapital
oo finanGing ACHIES T e 0,756 {59.414) 26413 —
from investing activities:
e of iveStments .. . ... ..o (23,8991 (128.354) {41,523) —
received on investments ... ... 4Rl 10,086 24,895 1988
s from sales ang of investments .. ... 67.842 II7.008 31.a44 =
Net cash provided by psting activities ............... 18,104 (2.260) 14816 1988
Net increase (dec d ash equivalents ... .......... 29,738 4,766 (1.853) 3.4
Cash and cash equivalents at beginning of year . ... ... ........... - 209,349 169,201 13,198
Cash and cash equivalents at end of year . ... ............. ..., § 29738 § 24115 § 167.346 § 18.439 g
Recanciliation of cash and cash equivalents to the balance sheets: ............
Total depuosits and investments per the balance sheets . ............ 115,892 361,052 338,998 28740
Less:
Investments not meeting the definition of cash
equivalents at fair value at end of year .................... 86,154 146.937 17,652 0.301
Cash and cash equivalents at end of year .. ........... ... .. ... 3 29738 § 24115 § 167346 3 IB.439 e
Supplemental schedule of noncash operating activities:
Mortgage loan receivable (charge-offs). net of recoveries .. .. ... ... g — 8 31 5 [L2I0) I — B (=2

24

HEMAP
§ (7.083)

42

3.408

1058

(62)
(126)
(1]

(L3}

(35}

(39)

(6.187)
384
B.954

1152

(413)

$ W)

9,093

b.006
N

§ (398

1399
TOTALS
(MEMORANDUM
ONLY)

§ 22597

1430
698
23.406

76,567
(41.56a)
al38
73

18

(181612)
4.607
{2,686)
9.895
(152)
1081

24,274

(aon
3.824
339.704
{389.522)
(I75.789)

(22,284)

(230,963
41,515
223.348

33900
35,890
393335

§ 429295

830.275

421050

5 s

S (iS4

MULTI- SINGLE TOTALS
GENERAL FAMILY FAMILY INSURANCE (MEMORANDUM
FUMND PROGRAM PROGRAM FUND HEMAP OMLY)
.63l § 830 § 1426 2358 § (4309 § 2448
313 240 .924 — B9 2,606
-— — b20 — — B20
— 12,000 1600 - 2,868 16.468
— 34,988 134,902 — — 174,880
(5,482} {8.00) {20,648) {LE71) (378) {36,191}
78l 2,683 2,381 200 — B.245
— G6I - — — Bl
— — - - 3 3
- 2.45R {97.675) — (644 {94.863)

— b.140 - - - — B.140
{1.488) 430 {2,335) ] {33) {3.428)
(228) 29,507 10,870 200 {8) 40,441
229 — b4 — 36 37

= = = (212) (212)
(185) 91,469 48428 874 (2.397) 138.190
{0.708) 139 0.026 - 38 —
5,967 {623) {9.344) —= — —
— 18,250 235,582 — — 223,832
= 16,234) (206.473) o — (222.709)
o (35,784) {140,030) — e (175.814)
264 (34,252) {110, 741) — 38 (144.691)
(206.505) {214,669} (33.207) — (5,699) {460,080)
0,482 8.01 20,648 1671 31 36.19(
200,944 173,316 71.876 — 8.233 454,364
(79) (33.342) 59317 ] 2813 30.480
— 23.870 (2.995) 2,545 904 23979
— 189,474 172,196 12,633 (967) 369,354
— S MM S B 5 MBS WY 8 M3
100.805 346.135 332935 20874 6,360 811,909
100,805 136,786 163,734 0476 6,713 418,974
— S MM S BN S MBS WS 3B
— 8§ — 8 ugm 0§ — 3 ogm 3 ma;m

The accompanying notes are an integral part of the financial statements.
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PENNSYLVANIA HOUSING FINANCE AGENCY

Notes to Financial Statements
(dollar amounts in thousands)

June 30. 2000

A Authorizing Legislation

The Pennsylvania Housing Finance Agency (Agency) is a corporate and political body created by the Housing Finance Agency Law, Act of
Oecember 3, 1959, PL. (688 (Act). as amended. Pursuant to the Act. the Agency is authorized and empowered, among other things, to
finance the construction and rehabilitation of housing units for persons and femilies of low and moderate income or the elderly. Bonds
and notes issued under the provisions of the Act are not a debt or liability of the Commanwealth of Pennsylvania or any of its palitical
subdivisions or a pledge of the faith and credit of the Commonwealth of Pennsylvania or of any of its political subdivisions.

The Act was amended to authorize the Agency to make or purchase loans to finance the purchase. construction. improvement or reha-
hilitation of owner-occupied single family residences. and 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.

The Act was further amended to authorize the Agency to furnish emergency mortgage assistance to mortgagors facing foreclosure
because of circumstances beyond their control, through the form of loans.

The Agency has been determined to be a component unit of the Commanwealth of Pennsylvania for financial reporting purposes and thus.
the financial results of the Agency will be included in the Commanwealth's June 30. 2000 financial statements.

B.  Fund Accounting

The accounts of the Agency are organized on the basis of separate enterprise funds, each of which is considered to be a separate
accounting entity with a separate set of self-balancing accounts that comprise its assets. liabilities. fund balance. and revenues and
expenses. The funds used by the Agency are described below.

General Fund

The General Fund is utilized to record certain loan origination fees, service fees and revenue from investments not specifically
pledged for the repayment of notes or bonds in the other funds. Al Agency expenses are recarded in this fund except interest
and provisions for potential loan losses which are charged to the loan-related funds.

Multi-Family Program

The Multi-Family Program transactions relate to the construction, rehabilitation and permanent financing of multi-family rental
housing developments generally designed for persons and families of low and moderate income or the elderly. The Multi-Family
Program also provides funds for the bridge loan program. This program provides funds to multi-family construction projects,
to be used as owner's equity. These funds assist the construction project to finance pre-construction costs.

Single Family Program

The Single Family Program transactions relate to the purchase of mortgage loans for owner-occupied single family residences
for persons and families of low and moderate income. Borrowers participating in the Single Family Program have the option of
abtaining primary mortgage insurance through the Pennsylvania Housing Insurance Fund.

Insurance Fund

Through the Insurance Fund, the Agency provides primary mortgage insurance coverage for single family mortgage loans, and
charges the participants a premium for this coverage.

26

HEMAP

The Homeowners Emergency Mortgage Assistance Program (HEMAP) was created by Act 91 of the General Assembly as a separate
fund within the Agency. Transactions relate to the furnishing of emergency mortgage assistance to mortgagors facing foreclo-
sure because of circumstances beyand their control. through the form of loans, in an amount sufficient to bring the mortgage
current, and, if necessary, to provide continuing assistance for a period of up to 36 manths. The mortgagor's abligation to repay
the loan does not commence until there is the financial ability to do so. As stated in Act 1. no Agency funds are being expend-
ed on HEMAP: however, it does rely on the Agency for various administrative services, for which it pays a support services fee.

The Agency follows Governmental Accounting Standards Board (GASB) Statement No. 14, “The Reporting Entity." As a result, HEMAP
has been determined to be part of the reporting entity. Accordingly, HEMAP has been included as a separate fund in the finan-
vial statements. A separately published audit report of HEMAP is available for public inspection in the Agency's Finance
Department.

funding from repayments are estimated to continue to be sufficient to meet continuing loan program obligations and adminis-
trative costs, HEMAP is currently reviewing restructuring options, including legislative changes, that would make it self-sustain-
ing or allow for & reduction of the appropriation.

. Summary of Significant Accounting Policies

The financial statements have been prepared on the accrual basis. On this basis. revenues are recognized in the year in which they are
earned and become measurable, and expenses are recognized in the year they are incurred.

The Agency follows GASB Statement No. 20, "Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities
That Use Proprietary Fund Accounting” (Statement No. 20) far reporting and disclosure purposes. As permitted by Statement No. 20, the
Agency has elected to not apply Financial Accounting Standards Board pronouncements issued after Navember 30, 1989 unless the GASB
specifically adopts the FASB Statement or Interpretation,

Cash and Cash Equivalents

For the purpose of the statements of cash flaws, the Agency considers all highly liquid investments with an original maturity of
three months or less. when purchased. to be cash equivalents.

Investment Securities

The Agency values its investments in accordance with Bovernmental Accounting Standards Board Statement No. 31, "Accounting
and Financial Reporting for Certain Investments and for External Investment Pools.” which requires the investments ta be car-
ried at fair value.

The fair value of the Agency's investment securities are hased upon values provided by external investment managers and quot-
ed market prices.

Mortgage Loans Receivable and Construction Advances

Mortgage loans receivable and construction advances are carried at amounts disbursed plus accrued interest and fees, less col-
lections, mortgage loan discounts and allowance for potential loan losses, if any.

Alowance for Potential Loan Losses

The allowance for potential loan losses is determined based upon management's evaluation of mortgage loans receivable and
construction advances. Factors considered by management include the estimated fair market values of the properties that rep-
resent collateral, the amount of mortgage insurance to be received, if any, and the past experience and financial condition of
the borrowers. While management uses available information to recognize losses on loans, future additions to the allowsnce
may be necessary based on changes in economic conditions. Additions to the allowance are provided by charges to expense.

PENNSYLVANIA HOUSING FINANCE AGENCY 27
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Mortgage Real Estate Owned

During the normal course of business. the Agency purchases single family properties at foreclosure proceedings to avoid or min-
imize losses on mortgage loans. These properties are recorded at cost and are held and managed by the Agency until pur-
chasers are located. Subsequent costs directly related to the sale or improvement of the real estate are capitalized. as they
are recoverable as part of the insurance claim. Losses arising from the properties are charged to the allowance for potential
lnan losses when incurred.

Mortgage Loan Interest

Interest income is recognized over the life of construction advances and mortgage loans receivable based upon the constant
yield method.

Mortgage Loan Origination Fees and Costs

Luan origination fees range from 1% to 2.5% of the loan commitment for the Multi-Family Program and from 0% to 1% of the
mortgage amount for the Single Family Program. The Single Family loan origination fees are retained by the financial institu-
tions which originate Agency loans.

Loan origination costs relate to investigations. surveys. appraisals and other matters pertaining to the evaluation of mortgage
loan proposals and construction advances.

The net difference between the loan origination fee and the related direct loan origination cost is deferred and amaortized using
the interest method over the life of the lnan.

Amortization of Notes and Bonds Payable Discounts

Underwriter discounts relating to notes and bonds payable, including original issue discounts. are amortized over the lives of the
related debt using the interest method.

Deferred Gain

In prior years, in an effort to maintain the low-income status of various multi-family projects, the Agency acquired these proj-
gcts, at below market value, from the original owners. The Agency in turn sold these properties. at market price, to the cur-
rent owners with the condition that they would retain their low-income status.

The deferred gain (the excess of the selling price over the Agency's acquisition price) is included in escrow and other liabilities
and is being amortized over the lives of the current owners' mortgage loans using the installment method.

Deferred Costs of Refunding

The Agency follows GASB Statement No. 23, "Accounting and Financial Reporting for Refundings of Debt Reported by Proprietary
Activities," which requires that the difference between the reacquisition price and the net carrying amount of defeased debt be
deferred and amortized as a component of interest expense over the remaining life of the old debt or the life of the new debt,
whichever is shorter. On the balance sheet, the amount of the unamortized deferred costs of refunding is reported as a deduc-
tion from or addition to the new debt. During the years ended June 30, 2000 and 1339, the Agency deferred losses of 3,638
and 81,625, respectively, an refunding Single Family Mortgage Revenue Bonds. As of June 30. 2000 and [333. the unamortized
deferred costs of refunding are $12.266 and §8.640. respectively.

Pass-through Grants

The Agency has implemented GASE Statement No. 24, "Accounting and Financial Reporting for Certain Grants and Dther Financial
Assistance.” GASB Statement No. 24 requires that all cash pass-through grants received by a governmental entity be reported
in its financiel statements. The effect of applying these pravisions is to increase both operating revenues and operating expens-
es by 8111769 and $118.835 for the years ended June 30. 2000 and (358, respectively. This change has no effect on net income.

Total Columns on Financial Statements

Total columns on the financial statements are captioned "Memorandum Only" to indicate that they are presented only to facil-
itate financial analysis. Such data is not comparable to & consolidation. Interfund eliminations have not been made in the
aggregation of this data.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Reclassifications

Certain prior year amounts have been reclassified to conform with current year presentation. The reclassifications had no
impact on total assets, liabilities, fund balances, net income, or cash flows.

D.  Fund Balance Transfers and Other Changes

The Agency is permitted to make fund balance transfers to the extent that such fund balances and the related assets are not required
to meet the Agency's debt obligations and provided that such transfers are not in violation of the terms of bond resolutions or inden-
tures. Also included in fund balance transfers and other changes at June 30, 2000 is $3,824 related to the reclassification of earnings
from certain escrow deposits in previous years.

E  Deposits, Investments and Securities Lending
Authority for Agency Deposits and Investments

The deposit and investment policies of the Agency are governed by statutes and contractual provisions contained in the bond
trust indentures. Agency deposits must be held in insured depositories satisfactory to the Agency and must be fully collateral-
ized. Permissible investments include direct obligations of. or guaranteed by, the LS. Treasury and LS. Government agencies;
any other obligation of the U.S. Treasury or any other U.S. Government agencies which are legal investments far savings banks,
savings associations, or savings and loan associations in the Commonwealth of Pennsylvania; fully collateralized public housing
bonds, temporary notes, preliminary loan notes or project notes issued by public agencies or municipalities; direct and gener-
al obligations of, or obligations guaranteed by. the Commonwealth of Pennsylvania; direct and general obligations of any state
of the United States, guaranteed by such state, provided that at the time of purchase the obligations maintain a satisfactory
investment rating; fully collateralized repurchase agreements; reverse repurchase sgreements; mutual or money market funds:
commercial paper or finance company paper; noncollateralized certificates of deposit and various investment agreements that
maintain a satisfactory investment rating: and interest-bearing time or demand deposits and certificates of deposit.

Ueposits and investments consist of the following at June 30, 2000 and 1339

2000 1999
PSS s e s e e s e e e A o 8 10,6849 § 2,876
Investments . . .........oonriiiiiaiia.. 834,586 808,033
Total deposits and investments . . ............... § 8a0,275 § 811,909

Management is not aware of any violations of statutory autharity or contractual provisions for deposits and investments during the years
ended June 30, 2000 and 1999,
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Depuosits

The fallowing summary presents the Agency's deposits which are fully insured or collateralized with securities held by the Agency's
agent in the Agency's name (Category [). those deposits which are collateralized with securities held by the pledging financial
institution’s trust department or agent in the Agency's name (Category 2). and those deposits which are not collateralized or
those collateralized with securities held by the pledging financial institution, or by its trust department or agent, but not in the

Agency's name (Category 3):
Bank Balance

Carrying
June 30, 2000 Categary | Category 2 Category 3 Total Amount
Damand deposs ... ... 5 0 i S uw s BIW S 0
June 30, 1939
Nemand dposs ... B )| . S IS285 S I35 3 24

Deposits classified as Gategory 3 are collateralized by pooled collateral in accordance with Act 72 of the Commonwealth of
Pennsylvania. The bank balances in excess of the carrying amount represent checks which have not cleared the hank, net of
deposits in transit or other transactions not recorded by the bank until after year-end.

[nvestments

The Agency categorizes investments according to the level of credit risk assumed by the Agency. Category | includes investments that
are insured, registered or held by the Agency's agent in the Agency's name. Category 2 includes uninsured and unregistered invest-
ments held by the counterparty’s trust department or agent in the Agency's name. Category 3 includes uninsured and unregistered
investments held by the counterparty. its trust department or its agent, but not in the Agency's name. [Certain investments have not
been categorized because securities are not used as evidence of the investment. These uncategorized investments represent the
Agency's ownership interests in investment agreements, mutual funds and investment in the State Treasurer's investment pool.

Amaortized Cost Total
Total Carrying
Amortized Amount/
June 30, 2000 Category | Category 2 Gost Fair Value
Corporate bonds .. ....oovvvvvennniiinn § 2778 8§ — § 2716 § 2264
Repurchase agreements .................. 32,241 — 32,241 32,241
LL.8. Government and agency securities . ......... 398,494 - 398,434 407,558
Short-term investments ... ... i 216,928 b,006 222,934 272934
Tofals .o, _ $ 549939 § 006 - § B354 § B64,998
Add amounts not categorized because
securities are not used as evidence
of the investments
Investment agreements ... ... a. 92,275 a2,2715
Mutual funds . ..o oo 122,313 122,313
Total investments . .............. S 830,533 § 839,586

Amaortized Cost Total

Total Carrying
Amortized Amaunt/
June 30, 1999 Category | Category 2 Cost Fair Value
Corporate bonds . . .................... § P 5§ — § 25 $ 30
Repurchase agreements ................. 71,734 — 71,794 71,784
11§, Government and agency securities ......... 386.3ll —_ 386,31 401454
Short-term investments .. ............... 191,868 6,773 198,638 198,638
Totals ..o § 630,193 § RT3 § B56.968 § 671916
Add amounts not categorized because
securities are not used as evidence
of the investments
[nvestment agreements ................ 49,387 49,387
Mutual funds ................. 87,730 87.730
Total investments . .............. § 794,085 S 809.033

The Agency has implemented GASB Statement Na. 28, "Accounting and Financial Reporting for Securities Lending Transactions.” Under
the authority of the Agency’s Buard, the Agency may lend securities to broker-dealers and other entities (borrowers) for collateral that
will be returned for the same securities in the future. The Agency's primary custodial bank manages the securities lending program
and receives cash. securities or irrevacable bank letters of credit as collateral. The collateral securities cannot be pledged or sald by
the Agency unless the borrower defaults. Cash, callateral securities, and letters of credit are initially pledged at 102% of the market
value of the securities lent, and additional collateral has to be provided by the next business day if its value falls to less than 100% of
the market of the securities lent. As of June 30, 2000 and 1999, the Agency had no securities on loan.

The amortized cost and estimated market values of investments in debt securities as of June 30, 2000 and 1399 are as follows:

2000
Gross Gross
Amaortized Unrealized Unrealized

Cost Gains Losses Fair Value

Dovgivatechiidy . coovmmnavmemm s § 2,278 $ 7 § (29 5 2264
Repurchase agreements . ................... 32,24] — — 32,24
U8. Covernment obligations ................. 52,190 10,873 — 63.069
U8. Covernment agency obligations ............ 346,304 I,663 (3.477) 344,480
Short-term investments ... ..........ouu... 222,934 — — 222,934
[nvestment agreements .................... 52,275 — — 32,275
Mitiial s o vccvmman s srmmes g 122,313 — — 122,313
§ 830,533 § 12,539 § (3.306)  § 839,586
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1999
Gross Gross

Amortized Unrealized Unrealized
Cost Gains Losses Fair Value
Corporate bonds . ................c.oiits § 2 § a 5§ — § 30
Repurchase agreements . .. .......... ... ... 71,734 — — 71,794
11.5. Government obligations . ................ 63.757 15,834 — 79,541
1.5. Government agency obligations . ........... 322,754 422 (2,313) 321,863
Short-term investments . .......... ... ... (98,638 — — 198,638
[nvestment agreements . .. ............0.un 49,387 — — 49,387
Mutual Toads:: ... . os0ecns avs w5l a5 87.730 — — 87,730
§ 79085 S MBS Q3 S BN

The amortized cost and estimated market value of investments at June 30, 2000, by contractual maturity, are shown below.
Expected maturities will differ from contractual maturities because borrowers may have the right to call ar prepay obligations
with or without call or prepayment penalties.

Amaortized Estimated
Cost Market Value
Diie i ong YBar oF 1858 wovvvancna wresmssr enp s e § 598030 § 087445
Due after one year through five years . . ... ............... 188,587 187.878
Due after five years through ten years . .................. 8. 761 4,767
D RO BB JHAEE 0 svrecmsemamn s, wemman R vm e 33,155 44,496
§ 830,533 5 839.586

Praceeds from sales of investments in debt securities, prior to maturity, during 2000 and 1339 are $0 and 81,508, respectively.
Net gains of 80 and $2. respectively, are realized on those sales.

F. Mortgage Loans Receivable and Construction Advances

The mortgage loans receivable and construction advances are collateralized by first mortgages on the related properties. The federal
government provides insurance for certain projects included in the Multi-Family Program, as well as subsidizes certain projects through
its Section 8 Program. Insurance for the Single Family Program is provided by commercial companies and self-insurance through the
Agency's Insurance Fund. In addition, the Agency has internally designated a portion of fund balances for self-insurance for certain multi-
family and single family loans (see Note K). A summary of multi-family mortgage loans receivable and construction advances at June

30, 2000 and 1999 is as follows:
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Martgage

Loans Construction
June 30. 2000 Receivable Advances
Insured and subsidized . ......... ... i, S 447 § =
Insured and nonsubsidized . ......... ..o 50,474 9.013
Uninsured and subsidized . ...........ccoiiiiiiiii, 378,440 —
Uninsured and nonsubsidized .. ......... ..., 199,607 ——
673,312 9.113
Allowance for potential loan losses . ......................... 126,958 —
§ 34B,304 $ 913
Mortgage
Loans Construction
June 30, 1999 Receivable Advances
Insured and subsidized .. ........ ... .. . ., § 44,504 —
Insured and nonsubsidized . ... ... ... 50,390 S 11710
Uninsured and subsidized . ... ... ... .. 384,453 -
Uninsured and nonsubsidized .. ......... ... . . ., 185,911 —
666,258 17,770
Allowance for potential loan losses .. ........................ 11,921 —_
. § 554,337 § 11710

Substantially all single family mortgage loans are subject to two levels of insurance, primary insurance and pool insurance. Primary
insurance is required on all single family mortgage loans where the loan principal amount exceeds 80% of the lesser of the purchase
price or the initial sppraised value of the property. The amount of primary insurance coverage required, as defined in the bond res-
olutions, is the amount by which the loan exceeds 66.5% - 72.0% (depending on single family bond issue) of the lesser of the appraised
value or sales price of the residence. It is the eligible borrowers’ responsibility to bear the cost of primary insurance.

The Agency has reimbursement agreements covering up to §108.183 in mortgage Inans with various commercial mortgage insurers in
order to provide mortgagors with lower premiums for primary mortgage insurance. Under these agreements, the martgage insurers
are primarily responsible to the holders of the mortgage insurance policies, and the Agency will assume a portion of the mortgage
default risk. Although the Agency has internally restricted a portion of its fund balance in connection with this potential exposure.
no losses have ever resulted under these agreements. The Agency discontinued originating mortgage loans under these agreements
in September 1393

The Agency provides primary mortgage insurance coverage for single family mortgage loans through the Insurance Fund, which ranges
from 20% to 30% (depending on the loan-to-value ratio at origination) of the unpaid principal balance. At June 30. 2000 and 1939,
the tatal loans covered under this program are $392,247 and $393,07I, respectively, and the coverage provided is estimated to be
approximately 8I(2.184 and 3112.314, respectively. The participants in this pragram are charged an annual premium for this coverage.

In order to increase the Insurance fund's capacity ta provide primary mortgage insurance for single family mortgage loans, the Agency
purchased shared risk coverage through a commercial mortgage insurer during fiscal year 1996. This coverage extends to all lnans
that were outstanding as of August 31, 1995 and provides that the Agency shall remain solely liable for [0% of the product of multi-
plying the Insurance Fund coverage percentage (20% to 30%) times the aggregate outstanding principal balance for each loan.
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After exhaustion of the Agency's retention, the commercial insurer is lisble on a per loan basis for losses up to the limit of the
Insurance Fund's coverage in each loan-to-value ratio cateqory. 0f the tatal loans covered under the Insurance Fund, $145.806 are
covered under this shared risk contract at June 30, 2000, and the Agency's maximum potential exposure is §4.203.

The claims liability of 31.21 and $I30 reported in the Insurance Fund as of June 30. 2000 and 1999, respectively. is based on the
requirements of Governmental Accounting Standards Board Statement No. 30, which amends GASB 10. GASB 30 requires that the basis
for estimating the liability for unpaid claims, including the effects of specific incremental claim adjustment expenditures/expenses,
salvage, and subrogation. and whether other allocated or unallocated claim adjustment expenditures/expenses are included. Changes
in the Insurance Fund's claim liability amounts are as follows:

2000 1999
Balance. duly | . e $ 130 § 32
Current year claims and changes in estimates . ........... ... ... cooiinnes 730 600
Claim payments . .. ..o vvue ittt e (6GA) (812)
Balance. June 30 . ... ... ... S L § B0

The Agency has elected to self-insure certain losses sustained by reason of default in payments by eligible borrowers in excess of pri-
mary insurance for single family mortgage loans originating from proceeds obtained from single family bond issues Series G through
2000-69. The total principal outstanding of martgage loans self-insured by the Agency is $2.185,853 and $2.017.901 at June 30, 2000

and 1839, respectively. As of June 30. 2000, cumulative pool losses since inception of the self-insurance program are $5.130.

The HEMAP mortgage loans receivable are collateralized by liens on the respective properties. The assistance HEMAP provides is consid-
ered a second mortgage on the property. In cases of default, there is no assurance that any equity will remain after the primary lender
is satisfied. 0OF the total mortgage loans receivable outstanding, $95,865 and $98,218 as of June 30, 2000 and 1999, respectively, are
currently required to make repayments.

Changes in the allowance for potential loan losses for the Multi-Family and Single Family Programs are as follows at June 30, 2000 and 1999:

Multi-Family Single Family HEMAP
2000 1399 2000 1999 2000 1999
Balamce. duly | ... S 192 § 99.92 § 1.386 § 1404 8 54564 5 59418
Provision charged to income .............. 15,000 12,000 3.000 1,600 5.406 2.868
Charge-offs. net of recoveries ............. 37 - (1.210) (1.618) (9.981) (1.719)
Balance. June 30 .................... S 126358 § 82§ 3I76 S 1386 § 43983 5 54964

The Agency has internally designated a portion of fund balances in both the General Fund and Single Family Pragram for self-insurance
(see Note K).

6.  Servicing Portfolio

Included in the Single Family Program are mortgage loans serviced for investors which are not included in the financial statements. The
total amount of loans serviced for others is $171.729 and $84,799 at June 30, 2000 and 1999, respectively.

34

H.  Notes Payable

The Agency's lines of credit, with the Department of Treasury of the Commonwealth of Pennsylvania, for the funding of Multi-Family and
Single Family Programs and the outstanding harrowings are as follows:

2000 1393

815,000 line of credit, bearing interest fram the date of issuance
at a rate equal to the current yield on two-year Treasury Notes
plus 20 basis points, which is determined on the date of
issuance. 6.98% at June 30 1999, ... ... ... ... § — § 1.000

3100.000 Note for funding of the Hafer Homebuyer Program, bearing
interest from the date of issuance at a rate equal to the daily short-term
investment pool rate, which was 6.72% at June 30, 2000, ..................... 1103 —

ﬁddit{unally. the Agency has the following notes payable outstanding for
the funding of the Bridge Loan Program

Regional Housing Development Corporation Bridge Loan

Note bearing a fixed interest rate of 3%. ... ... ... 4,796 4,819

Redevelopment Autharity of the City of Philadelphia
Bridge Loan Note bearing & fixed interest rate of 0%, .. .................... 230 230

Total:motag: payable:: vis o oo snanmm s mmmmme s we e s e § b1 § 604

. Bonds Payable

Bonds have been issued to provide financing of mortgage loans under the Multi-Family and Single Family Programs. The full faith and
credit of the Agency are pledged for repayment of most of the bonds issued. The bonds are collateralized by:

(Il The mortgage loans made on the related properties;

(2) Most revenues, mortgage advance smortization psyments and recovery payments received by the Agency from mortgage
oans; and

[3)  Certain funds and accounts established pursuant to the band indentures including investment of the band proceeds.

The security covenants. together with covenants in the notes payable agreements in effect, make available all assets of all funds
for debt-related purposes.

The most restrictive covenants require minimum capital reserve requirements for the Multi-Family and Single Family Programs. The
capital reserve fund has been established by the Agency to meet these requirements.

The capital reserve requirement for certain Multi-Family bonds requires that a one-year debt service minimum balance be maintained
at all times. The capital reserve fund at June 30, 2000 and (999, amounts to $I18,680 and $18,292, respectively. including amounts
funded by bond proceeds. Such amounts are $7.602 and §7.330, respectively, in excess of the requirement.

The capital reserve requirement for Single Family bonds must be equal to at least 3% of the aggregate principal amount of all Single
Family bands outstanding plus one million dollars. The capital reserve fund at June 30. 2000 and 1999 amounts to $80.424 and
876,034, respectively, including amounts funded by bond proceeds. Such amounts are 88,233 and 83111, respectively, in excess of the
requirement.
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Bonds issued and outstanding for the Multi-Family Program are as follows:

Issue

Residential Development Bonds
Issue 199IA (refunding) ..............
Issue 19924 (refunding) ..............
Issue 1392 (refunding) . ..............
ssue 1993 (refunding) ...............
State Workers' Insurance Fund
Issue 1994 .. ... ... ... ... ...
Multi-Family Housing Bonds
[ssue 19828 . .......... ... .. ....

Moderate Rehabilitation Bands
[ssue 1984A ... ... ... ... ...
[ssue 19858 . .......... ... .. ...,
Multi-Family Development Bonds
[ssue 19898 ......... ... ... .....
Issue 1993A (refunding) ..............
Issue 1993F . ........ ... ..l
Issue 19976 ......... . ... . ..as.
Issue 1998H . ........ ... .. . ...
Federal National Mortgage Association
Issue 1990A . ........ .. ... ..l
Subordinate Limited Obligation Bonds
Issue 1995 ...,

Unamortized bond discount ... ...........

Interest Rate
Range at
Issuance

6.63-7.60 %
7350 %
3.63-6.5 %
3.5-58 %

6.990 %

9.50-10.875 %
5.75-0.375 %
1.00-8.500 %

11000 %
1.75-8.200 %

6.50-10.375 %
5.25-0.000 %

8.230 %
2380 %
6.330 %
7630 %
6.300 %

1.300 %
3.50-615 %

Final

Maturity

Date

Amounts Outstanding

June 30,

2000

§ 343510
21,300
142,350
180,050

31.095
4873
2136

193

35.140

215
1353

495
30.730
I1.0ID
10.670
7.675
3.490
4,296

331,867
(2.487)

§ 529380

1999

§ 35,900
21,880
147,780
185,685

32175

4,875
2,14
250
104l
30,619

350
2150

a3
31.585
11,300
10.750
7.895
3.04
4,393

349,904
(2.720)

§ 54783

During the year ended June 30, 2000, the Agency redeemed prior to maturity §1,207 of Multi-Femily Housing Bonds, Series 19858 and

[388A. An extraordinary loss of 81 resulted from the redemptions.

The Agency defeased Multi-Family Residential Development Bonds, Issues H and M in prior years. by depositing sufficient funds in an
irrevocable trust with an escrow agency to provide for all future debt service payments. The funds were invested in LS. Treasury

strips. The defeased principal outstanding on these bonds is §7,120 at June 30, 2000 and 1999,
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Bonds issued and outstanding for the Single Family Program are as follows:

Issue

Single Family Martgage Revenue Bonds:
WERIBER i awwonnsin Sl moR e

WRTIL re cnionimiinp S VAR BRI, 75

Sering (391 =31 iviini virasisse s aveim s s
(T3 by S O
1Ty L LR A S
SEriEs 1992 =34 - 2ovi irian s s
SEBEIYIR P80 . e s wae
SRR =30, i s s
Series YIS = 3T s s de
Serigs I3 =38 ivivann e s
Series 094 =30 L s s
Series 1994 -40 .. ... . ... ... .. ...
Rorieg 33— 4« v s e
R E IR L Y D e
SoriEs 008 < A3 i aasee sian
SerEs AN =48 v A e e
SEERAED w0 s e AT
DeniEsI9H0 =8B connvann semees e §
SEIIE 8]  ccisaen swwesen e
SEtilETIB =88 | cicinas snremasas e
Series (996 -43 . ... ... .. ... ... ....
QEEHSANIE =80 - oo cisenns smurwan e
SAEE I = Wl svimnnns svmasn suesess &
QRSNG00 covannin e mianme .
QHCSE IR =88 v s e woa
SEEEIT 0 ro s ssacns s
] LT 1 R ey
SERREIIIT e Bl s wammman caseee g
SRR NT T o mss s ans iasias g
SRR B s sy
SRS =Bl i v
SEriBS BT Bl cvsivs csmmia v e
Series 1997 - Bl .o convmvi v v e
Saries 1997 - B2 v vain s e sy
Sorigs 1999 - B s vasnnsamsesn s
Series: 1999 - B4 ..l i svininas

Interest Rate
Range at
Issuance

4.75-8.000 %
6.00-8.375 %
6.20-8.125 %
6.70-7.600 %
7.00-7.875 %
6.15-7.800 %
6.30-7.800 %
6.80-8.150 %
6.20-7.430 %
6.00-7.350 %
6.30-8.130 %
6.30-7.650 %
6.10-7.375 %
3.30-7.300 %
3.40-8.330 %

1150 %
4.90-6.900 %
4.50-7.000 %
2.88-3.480 %
3.40-5.430 %
3.45-5.600 %
3.90-6.125 %
3.90-6.875 %
4.00-6.300 %
4.00-5.650 %
3.30-6.830 %
4.75-1.500 %
5.30-8.400 %
3.00-7.530 %
3.93-6.300 %
4.20-8.750 %
4.00-6.150 %
4.60-6.430 %
3.64-6.350 %
4.95-8.375 %
4.40-7.000 %
4.20-6.150 %
3.375-1.22 %
3.70-5.730 %
4.00-6.150 %
4.30-8.150 %
4.30-5.450 %
4.00-3.150 %
4.00-3.100 %
4.00-4.900 %
4.25-5.200 %
3.35-0.130 %
3.63-3.230 %

Final
Maturity
Date

2016
2018
2009
2016
2020
2020
2020
2024
2016
2016
2021
2023
2016
2017
2023
2015
2017
2024
2016
2014
2025
2024
2024
2025
2025
2025
2025
2071
2026
2077
2027
2028
2027
2027
2028
2027
2027
2028
2013
2028
2029
2008
2023
2008
2008
2011
2030
2030

Amounts Outstanding

2000

§ =
I.443
00

3.800

440

1183
380
BI85
I146%5
b3.67a
30,420
21,840
69,195
81,97
48,035
75,000
22,470
31,070
37,100
46.230
39,335
6.370
47.385
42.810
41370
49.160
43.853
48,683
39,035
b8.383
62,445
b4,970
41,315
30.165
b7.783
47,420
68.990
10.260
71200
12,663
713,485
B2.101
8 7h3h

June 30,

§

210
2,305
2,015

21,308
6,523
3,135
44,835
1,275
22,700
12,225
1,300
15,155
18,160
15,000
69,785
30420
33.885
70,310
83,505
49,255
75,000
24,790
31,670
37,690
47,250
60.000
41,785
48,485
43,795
48,075
49,700
41475
49,355
42,215
12,525
68,665
70,020
46,135
31,640
79,563
43,395
73,315
73,300
73.820
74,933
75,000
b2,333
74,190

continued
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Interest Rate Final Amounts Outstanding
Range at Maturity June 30
Issue Issuance Date 2000 1399

Series 1999 -85 ........ .. ... s, 3.25-5.280 % 2030 §  98.380 §  99.875
Series 1999 -66 ........ .. .. ... ..., 4.05-5.95 % 2030 143,735 —
Series 1999 -67 ...l 4.05-1.51 % 2030 149.840 —
Series 1999 - 68 ......... ..., 4.30-7.02 % 2030 75,000 —
Series 2000 - B9 . ... 4.35-6.25 % 2031 75,000 —
................................. 2.373.031 2,199,445
Unamortized bond discount ... ... n it e (18.029) (17.137)
Unamortized deferred costs of refundings . ... ovi e (12,266) (8.640)

$ 2342136 $ 273568

During the year ended June 30. 2000. the Agency redeemed prior to maturity §72,393 of Single Family Mortgage Revenue Bonds Series
£, 1990-28, 1990-29, 1991-30, 1991-31, 1992-33, 1994-38. 1994-41, 1994-42. 1395-44, 1995-49, 1996-47. 1396-48. 1996-50. 1996-3l,
1996-52, 1996-53, 1997-54, 1897-56, 1897-57, 1997-58, 1997-58, 1997-60, 1997-61, 1997-62, 1998-64, 1993-65, and 1999-66, using
mortgage prepayments. Extraordinary losses of 3687 resulted from the redemptions as unamortized bond discount and related costs
of issuance for the bonds redeemed were expensed. Additionally. during the year ended June 30, 2000, the Agency redeemed prior
to maturity $139,365 of Single Family Mortgage Revenue Bonds. Series §. T. W. Y. Z 1990-27, 1990-28. and 1990-29. using bond pro-
ceeds. Although a deferred loss of 83,658 resulted from the refundings, the Agency in effect obtained an economic gain (difference
between the present value of the old and new debt service payments) of $44,853 and was able to reduce its aggregate debt service
payments as @ result of these transactions by a total of §81.217 over the succeeding 25 years from the current refundings.

Ouring the year ended June 30, 1399, the Agency redeemed prior to maturity $45,845 of Single Family Mortgage Revenue Bonds Series
Y and Z, 1890-28, 1930-29, 1391-30, 1981-31, 1992-33, 1994-38, 1395-4, 1996-47, 1996-48. 1996-50, 1996-51, 1396-52. 1996-53. 1937-
04, 1897-56, 1997-57, 1997-58, 1397-59, 1997-60, and 199761, using mortgage prepayments. Extraordinary losses of $620 resulted
from the redemptions as unamortized bond discount and related costs of issuance for the bonds redeemed were expensed.
Additionally, during the year ended June 30, 1399, the Agency redeemed prior to maturity $118,235 of Single Family Mortgage Revenue
Bonds, Series LI, Y, Z, and 1990-28, using bond proceeds. Although a deferred loss of 81,625 resulted from the refundings, the Agency
in effect obtained an economic gain (difference between the present value of the old and new debt service payments) of §234 and
was able to reduce its aggregate debt service payments as a result of these transactions by a total of §83.205 over the succeeding
22 years from the current refundings.

Bonds maturing ten years and thereafter from the dete of issuance are redeemable at the option of the Agency at prescribed redemp-
tion prices ranging from 104% to (00% of the principal amount. Bonds may also be redeemed at par prior to the ten-year period
if mortgage loan prepayments exceed prescribed levels and if they are from undisbursed hand proceeds. A provision of the honds
includes mandatory annual sinking fund payments to provide for redemption of the term bonds.

Required principal and interest payments related to bonds payable are as follows at June 30, 2000

38

Total
Principal
Multi-Family Program Single Family Program and Interest
Year ending June 31, Principal Interest Principal Interest Maturities
00, ..., § 17,587 § 3357 § 45,015 § 140,770 §  236.931
002 ..., 18,443 32,520 49,655 137,134 231718
03 ... 9,832 31,398 49,800 138,178 236.208
W06 ..., 20,435 30,204 49,830 129.421 229,950
005 ... 21,595 28946 31,940 29,930 2324
1T T SR — 433,929 24,112 2,126,791 1,730,033 4,552,528
§ 531867 § 398419 § 231308 § 2422487 § 5,725,804

J. Operating Leases

The Agency is obligated under noncancelable operating leases for its buildings. Future minimum payments under these leases at June
30, 2000 are:

am ... § 639
002 ............ b43
003 ............ bi3
s ............ 620
11 b7
Thereafter ......... a9?

S 3

Total rental expense is $763 and $736 for the years ended June 30, 2000 and 1399, respectively.

K Reserved and Internally Designated Fund Balances
General Fund

The fund balance of the General Fund is nat restricted under the terms of the various bond resolutions and can be used by
the Agency for any purpose authorized by the Act. The Agency has internally designated a portion of the Beneral Fund bal-
ance as follows:

June 30.
2000 1399
Single Family Self-Insurance fund .. ................ § 16,500 § 6.500
Multi-Family Self-Insurance Fund ... ................ 10,000 0,000
PennHOMES Program . ..........covvvinivnnnnn.s 15,000 15,000
Houslng THIRINRY . .o vuciisnoin swmsemcan sonsmoes s 6,000 1.000
Home buyer counseling . . . ..........c.covinunn. 1,250 Jolll

§ 48.750 5 43280

The designation for the Single Family Self-Insurance Fund has been established for any special hazard losses on single fam-
ily mortgages not covered by other insurance, and losses arising out of default on mortgage loens funded with the proceeds
of the Series U and subsequent issues. The Single Family Self-Insurance Fund has been established at not less than (% of
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anticipated martgages to be originated on Issues | and subsequent issues. The Single Family Series | resolution requires that
a Self-Insurance Fund be held by the trustee. This is funded by the General Fund and is included in the Single Family Program'’s
restricted fund balance.

The designation for the Multi-Family Self-Insurance Fund has been established in the event a loss occurs on any of the multi-
family projects far which the Agency acts as an insurer or coinsurer.

The designation for the PennHOMES Program has heen established to provide below market and deferred interest financing
to lower development costs for apartment projects financed by the Agency.

The designation for housing initiatives has been established to provide below market financing for multi-family and single
family special projects financed by the Agency.

The designation for home buyer counseling has been established to provide funding for home buying education to first time
home buyers.

Multi-Family Pragram

Restrictions on the Multi-Family Program fund halance are as follows:

June 30,
2000 1999

Capital Reserve not funded by bond proceeds ................... % 1960 § 1960

The Capital Reserve is required under certain trust indentures to establish and maintain the Agency's Multi-Family Program.

The Agency has internally designated a portion of the Multi-Family Program fund balance as follows:

June 30,
2000 1999
PennHOMES Program .. ..o oo v oo i ie et § 132363  § 123,940
Senior housing with supportive services . ................... 4000 4,000
Supportive serviges . ... ..o 123 925

§ 137490 5 128915

The designation for the PennHOMES Program, which is funded from unrestricted multi-family proceeds. has been established
to lower development costs for apartment projects financed by the Agency.

The designation for senior housing with supportive services has been established to provide funding for rental housing and
specialized resident services for elderly residents.

The designation for supportive services has been established to provide multi-family projects with funds for resident services.

Single Family Program

Restrictions on the Single Family Program fund balance are as follows:

June 30,
2000 1999
Capital Reserve not funded by bond proceeds . ................ § 18283 § 13,075
Self-Insurance Fund held by trustee .. ..................... 23,798 23,230

§ 4208 § 36308

The Capital Reserve not funded by bond proceeds represents funding provided by the Agency to meet the capital reserve required
under bond indentures in excess of amounts funded by bond proceeds.

The Self-Insurance Fund held by trustee represents amounts to self-insure the poal insurance for single family mortgage loans
to meet self-insurance requirements under the band indentures.

The Agency has internally designated a partion of the Single Family Program fund belance as follows:

June 30,
2000 1993
Closing Cost Subsidy Program . ......................... § 13250 § 170
Additional Single Family Insurance Program . ................. 2455 2455

S IS5 S 14205

The Closing Cost Subsidy is a program established to assist qualified single family hame buyers with the initial costs incurred
at the inception of a mortgage.

The designation for the Additional Single Family Insurance Program has been established to cover risk sharing agreement pri-
mary mortgage insurance losses in the event of default on single family mortgage loans.

Insurance Fund

Restrictions on the Insurance Fund fund balance are as follows:

June 30,
2000 1999

Risk FRtention ... .ovvvie e § 10,000 § I0.000

The risk retention reserve was established as an alternative to private single family mortgage insurance. Through the risk
retention program, the Agency retains the risk of mortgage default for mortgage lnans.

The Agency has internally designated a portion of the Insurance Fund fund balance as follows:
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PENNSYLVANIA HOUSING FINANCE AGENCY
June 30, EMPLOYEES" RETIREMENT PLAN
2000 1999
Statement of Plan Net Assets
— ; (in thousands)
Additional fisk refentlon < sy wve i avEs e S IT056 S 14648 as of December 31, 1999 and 1998
The designation for the additional risk retention reserve has been established to provide additional private single family mort- ASSETS 1939 1998
gage insurance. Short-term investments: . o
MY, ARk ooncovcommmeimsin o sE § 1343 S b4
Mistial fihdsY e i mmsinen s assmsmaamii 16,460 3,041
HEMAP Total short-term investments . . ............... 17.803 13,805
Restrictions on the HEMAP fund balance are as follows: Receivables:
BRlIOE: o inininia iiminein crmwm s s a8
Interest and dividends .. ..................... a9 a8
June 30,
2000 1339 Total receivables . ....................... 5 16
i Investments, at fair value:
Emergency Mortgage Assistance Pragram .. ................. § M2 § T78I6S U DR HRERRRBIING socsrvs s s s 3,587 T
DGESHERERERE oo e awaving 1,848 2507
The designation for the emergency mortgage assistance program has been established to provide assistance to mortgagees Total investments .. ......oovveireninnn... 5,415 5.22I
facing foreclosure because of circumstances beyond their control. through the form of loans. Tl . s B S oMM
L Pension Plan ET MRS
The Agency follows GASB Statement Nos. 25 and 27, "Financial Reporting for Defined Benefit Pension Plans,” and "Accounting for Pensions Nt axsetz kol In truct for poneian benellts
’ : (a schedule of funding progress for each
by State and Local Governmental Employers.” GASB Statement No. 25 requires that the statements of plan assets be presented and cer- plan is presented on page 42) .................. § 2321 § 20142
tain note disclosures be reported in the notes to the financial statements. GASB Statement No. 27 requires that pension plan costs and
net pension plan obligations be reported in the financial statement notes.
The statements of plan net assets as of December 31, 1999 and 1998 are as follows: Statement of Changes in Plan Net Assets
(in thousands)
for the years ended December 3. 1999 and 1998
__ 11 1998
Additions: o
Contributions:
EBIOVER ovinan v semmmn s 5 8 67 § 334
DT T S —— - 2
Total contributions ... ..........c0viiuunn.. 167 358
Investment income:
Interest and dividends . . . . ... T e 1.987 1,065
Net appreciation in fair value of investments ........... 1,384 1,953
Total additions . .....................c.... 3.a38 3.378
Deductions:
BORBIIEE . .o vvoneimen s s pneans s 403 199
NBEINGPBASE o i oo vivs viis bivm v ainnnee s mime s 3,138 3.1m
Net assets held in trust for pension benefits
Beginning of year ................... oy S o e s 20.142 6,965
Biid DFJREE ovvcrisenvinp piam e S B R _§onm § 20,42
42 PENNSYLVANIA HOUSING FINANCE AGENCY 43




44

Summary of Significant Accounting Policies
Basis of Accounting

Pennsylvania Housing Finance Agency Employees’ Retirement Plan financial statements are prepared using the accrual basis
of accounting. Plan member contributions are recognized in the period in which the contributions are due. Employer con-
tributions to each plan are recognized when due and the employer hes made a formal commitment to provide the contribu-
tions. Benefits and refunds are recognized when due and are payable in accordance with the terms of each plan.

Methad Used to Value Investments

Investments are reported at market value which approximates fair value as determined by the investment trustee. Short-
term money market investments are reported at cost, which approximates fair value, Short-term mutual funds are repart-
ed at fair value. Securities traded on & national or international exchange are valued at the last reported sales price at cur-
rent exchange rates. Mortgages are valued on the basis of future principal and interest payments. and are discounted at
prevailing interest rates for similar instruments. The fair value of real estate investments is based on independent appraisals.
Investments that do not have an established market are reported at estimated market value, which approximates fair value.

Plan Descriptions and Funding Palicy

Membership of the plan consists of the following at December 31, 1999 and 1998:

1999 1998

Retirees and beneficiaries receiving
BRI’ v cominiis st mnine b mows mn sscaics b4 3a
Terminated plan members entitled to

but not yet receiving benefits .. ... ... .. .. .. By b8
Active plan members . ....................... 193 188

L A I ) 308 -
Number of participating employers . ............. | |

Plan Description

Eligible full-time employees participate in either the Pennsylvania Housing Finance Agency Employees’ Retirement Plan (Plan), a
noncontributory defined benefit, single employer plan. or the Pennsylvania State Employees’ Retirement System (PSERS).
Participation in PSERS is limited to those employees who were active members of PSERS at the time of their employment by the
Agency. As of June 30, 2000 and 1999, substantially all eligible full-time employees are participants in the Plan

Full-time employees become eligible for participation in the Plan after completion of one year of service. A participant's bene-
fits vest upon the completion of § years of service. Under the provisions of the Plan, participants with prior military experience
may receive credit for their time of service in the military providing they contribute funds equivalent to the cost of their pen-
sion henefits accumulated during their military service.

The Plan was previously amended to convert it from a contributory to a noncontributory pension plan. At the time of the smend-
ment. participants had the option to receive a refund in the amount of their contributions, with interest, or increase their pen-
sion benefits. Substantially all employees elected to withdraw their contributions from the Plan at that time.

A participant is eligible for normal retirement after attainment of age B, or age 09 and completion of 30 years of service, or at
any age alter completion of 33 years of service. The Plan also provides early and late retirement provisions and death and dis-
ability benefits. The normal retirement pension is payable monthly during the participant's lifetime with payments ceasing upon
the participant's death.

Funding Policy

The contribution requirements of Plan members are established and may be amended by the Board of the Agency. The Plan’s
funding policy provides for actuarially determined periodic contributions at rates that, for individual employees, increase
gradually over time so that sufficient assets will be available to pay benefits when due.

Annual Pension Cost and Net Pension Dbligation
The Agency's annual pension cost and net pension obligation to the Plan are as fallows:

193 598
Annual required contribution ... ..., § 13 5 208
Employer contributions made . ... .................. (I67) (334)
Change in net pension obligation ~ .............. (32) (126)
Net pension obligation, beginning of year .............. (127) {l)
Net pension obligation, end of year ~ .............. S (158) § 120

The annual required contribution for the current year was determined as part of the January [, 2000 actuarial valuatian using
the aggregate actuarial cost method. The actuarial assumptions include (a) & 7.5% investment rate of return (net of adminis-
trative expenses) and (b) projected salary increases of 4.5% per year. Both (a) and (b) include an inflation component based
on long-term historical average rates. The assumptions do not include postretirement benefit increases, which are funded by
State appropriation when granted. The actuarial value of assets is determined using market values determined by the trustee.

Three-Year Trend Information

Annual Percentage Net

Pension of APC Pension
Calendar Year Ending Cost (APL) Contributed Dbligation
December 31, 1997 § 367 100.0 % S
December 31, 1998 § 208 160.3 % § 127
December 31, 1999 § 135 166.2 % § (159)

Commitments and Contingencies

Litigation

In the normal course of business there are various claims and suits pending against the Agency. In the opinion of the Agency's
management and counsel, the amount of such losses that might result from these claims and suits, if any, would not material-
ly affect the Agency's financial position.
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Grants

The Agency administers significant financial assistance payments from the federal government in the form of low income mort- PENNSYLVAN'A HU”S'NE HNAN[:E AHENEY
gage subsidies, interest reduction payments, and rental housing rehabilitation assistance. Such federal financial assistance

received during the years ended June 30, 2000 and 1999 amounts to $111768 and $118,835, respectively. All federal financial REQUIRED SUPPLEMENTAL INFORMATION
assistance administered by the Agency is subject to audit and as such, any disallowances resulting from noncompliance or ques- Schedule of Funding Frugress

tioned costs may become liabilities of the Agency. The Agency's management believes disallowances. if any, would not materi-

's financial position. Entry Age UAAL as a
alylfse i Ageney s inandie pusition Actuarial Actuarial Unfunded Percentage
Commitments Actuarial Value Accrued AAL Funded Covered of Covered

— . g Valuati f Asset Liability (AAL) (LAAL) Rati Payroll Payrall
Dutstanding commitments by the Agency to make or acquire single family, multi-family and HEMAP martgages aggregate approx- Eal;: = ! ‘:;e : e |{th (b-a) [:/Lu} a[);r}u ”;_};?}c]
imately $102.903, $25.622 and $840, respectively, at June 30, 2000 and [399.
17171990 § 9,523,141 3 4,572,710 S (950.371) 1208 % $ 3.678.877 (20.8) %
17171991 § 5,001,640 3 3,173,084 § (828.536) 116.0 % § 3.959.624 (209) %
17171992 $ 712,838 § 6.186,234 § (926.604) 5.0 % § 440,00 2.0) %
N Subsequent Events /98 S TBBAS3 S TI0BAM S (756.472) 06 % S  4E6&3  (64) %
17171994 S 8.805,927 § 8.311.636 $ (494.291) 1059 % § 3,369,330 9.2) %
‘ 17171995 S 9,090,601 § 9,206,150 § 115,539 98.7 % S 9,342,521 21 %
On September 28, 2000, the Agency issued §75.000 Single Family Martgage Revenue Bonds, Series 2000-70. The proceeds of these bonds 1/1/199E g 11.670.289 S (0,483.71 S (1185.578) s % $ 5,940,643 200 %
will be used to refund certain of the Agency's outstanding Single Family Martgage Revenue Bonds. and to fund the purchase of new Single 17171997 5 3,747,019 S 12,172,812 $ {1.574.207) 129 % $ 6,207,591 (25.4) %
Family Mortgage Loans 1/1/1998 S 16,964,790 $ 13,519,709 § (3.443.081) 125.5 % § b.260,962 (33.0) %
/ ' 1/1/1999 ) 20,141,983 $ 5.248,566 $ (4.893.417) 1321 % § 6,620,237 (13.9) %
On August {, 2000, the Agency signed two $ID0.000 note purchase agreements with the Department of the Treasury of the Commonwealth 17172000 § 23275799 S 17,220,429 §  (6.056.370) 135.2 % S 7,264,117 (83.4) %
of Pennsylvania under the Hafer Homebuyer Program. The proceeds of these nates will be used to purchase Single Family Mortgage
cp ionat iati ] i [ tgage-backed T
luansl, lwhu:h will then be pooled and sold to tha Federa? Nlatmnau Mortgage Assqmaltmn [FNMA).  FNMA will then issue mortgage-bac e- thadule l]f [:I]I'ITI'IIJUTIDIIS frum thE EITI|]|[IYEF
securities to the Commonwealth of Pennsylvania, who will in turn reduce the principal owed by the Agency on these notes by the pur E g E -
chase price of the mortgage-backed security issued to the Commonwealth. and Other I]IItI'Ihlltlﬂg ntities
Calendar Annual Contributions
Year Required from Percentage
Ended Contribution Employer Contributed
1990 § 222,719 $ 272,719 [00.0 %
1991 § 247,851 $ 247,85l 100.0 %
1992 § 296,773 $ 296.713 100.0 %
993 S 331,673 $ 331,673 100.0 %
1994 § 410,807 $ 410,807 [00.0 %
1995 § 402,720 S 402,720 100.0 %
1996 $ 319,844 S 319,844 100.0 %
1997 $ 367.179 § 368.000 100.2 %
1998 g 208114 S 333.990 160.3 %
1999 $ 135,384 S 167.000 123.4 %

The information presented in the required supplementary schedules was determined as part of the actuarial valuations at the
dates indicated.
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Notes to Supplemental Schedules

Additional information as of the latest actuarial valustion follows:

2000 1999
Valuation date ................ January 1, 2000 January [, 1939
Actuarial cost method . .......... Aggregate actuarial cost method Agoregate actuarial cost method
Amortization method ., .......... Level dollar Level dollar
Asset valuation method . . ... ...... Market value as determined by Market value as determined by
the trustee the trustee
Actuarial assumptions:
Investment rate of return . ... ... 15% 1.5%
Projected salary increases . . . . .. 4.5% 4.5%
Includes inflation at cost-of- Moderate, based on long-term Moderate, based on long-term
living adjustments histarical average rates historical average rates
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