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Independent Auditors’ Report

Commissioners
Virginia Housing Development Authority:

We have audited the accompanying balance sheet of the Virginia Housing Development Authority, a
component unit of the Commonwealth of Virginia, as of June 30, 2000 and the related statements of
revenues, expenses and changes in fund balances and cash flows for the year then ended. These financial
statements are the responsibility of the Authority’s management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America and the standards applicable to financial audits contairtga/&nnment Auditing Sandards, issued

by the Comptroller General of the United States. Those standards require that we plan and perform the audit

to obtain reasonable 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. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit

provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Virginia Housing Development Authority as of June 30, 2000 and the results of its operations
and cash flows for the year then ended, in conformity with accounting principles generally accepted in the
United States of America.

In accordance wittGovernment Auditing Standards, we have also issued our report dated September 15,
2000 on our consideration of the Authority’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part
of an audit performed in accordance wa&bvernment Auditing Standards and should be read in conjunction

with this report in considering the results of our audit.

KPMe LIP

September 15, 2000

. . l l KPMG LLP KPMG LLP a U.S. limited liability partnership, is
a member of KPMG International, a Swiss association. 1



VIRGINIA HOUSING DEVELOPMENT AUTHORITY
Balance Sheet
June 30, 2000

M ulti-Family Single Family
Lending Programs Lending Programs
M ulti-Family Other
Housing and M ulti-Family Commonwealth Memorandum Only
General Rental Housing Lending M ortgage Totals

A ssets Fund Bond Group Programs Bond Group 2000 1999
Cash (note 4) $ 3,095,757 656,741 14,428 691,971 4,458,897 6,857,793
Cash equivalents (note 4) 82,598,171 103,704,000 5,623,743 318,144,512 510,070,426 835,639,374
Total cash and cash equivalents 85,693,928 104,360,741 5,638,171 318,836,483 514,529,323 842,497,167
Investments (note 4) 318,908,282 217,676,147 23,022,889 666,985,351 1,226,592,669 1,460,821,778
Interest receivable - investments 2,195,782 1,431,586 290,357 2,412,534 6,330,259 5,753,958
M ortgage and other loans receivable (note 3) 154,454,614 1,452,037,318 127,865,533 3,467,701,927 5,202,059,392 4,918,400,370

L ess net deferred |oan fees 766,916 21,371,786 352,742 13,840,589 36,332,033 34,014,652
M ortgage & other loans receivable - net 153,687,698 1,430,665,532 127,512,791 3,453,861,338 5,165,727,359 4,884,385,718
Interest receivable - mortgage and other loans 1,242,525 9,545,392 786,959 14,949,078 26,523,954 32,225,948
Investment in rental property - net 3,220,618 - - - 3,220,618 3,403,247
Property, furniture and equipment, less accumulated depreciation

and amortization of $20,286,496 17,425,307 - - - 17,425,307 18,510,535
Unamortized bond issuance expenses 145,598 3,555,606 120,102 2,321,887 6,143,193 6,027,875
Other real estate owned 221,566 15,400,000 - 7,036,799 22,658,365 29,433,376
Other assets 4,698,329 - - 4,788,401 9,486,730 14,799,941
Total assets $ 587,439,633 1,782,635,004 157,371,269 4,471,191,871 6,998,637,777 7,297,859,543
Liabilities and Fund Balances
Notes and bonds payable - net (note 5) $ 55,915,690 1,530,278,287 152,888,317 3,702,204,430 5,441,286,724 5,868,333,870
Accrued interest payable on notes and bonds 941,027 17,044,380 1,482,194 82,838,522 102,306,123 105,495,116
Allowance for loan losses 14,584,961 - - - 14,584,961 14,584,961
Section 8 contributions payable 12,839,833 - - - 12,839,833 7,668,635
Escrows and project reserves (note 6) 147,572,428 - - - 147,572,428 138,797,105
Virginia Housing Partnership Revolving Fund liability 82,189,814 - - - 82,189,814 80,580,389
Accounts payable and other liabilities (note 4) 52,158,091 7,833,190 - 27,172,211 87,163,492 63,599,726
Total liabilities 366,201,844 1,555,155,857 154,370,511 3,812,215,163 5,887,943,375 6,279,059,802
Restricted fund balances (note 9) - 227,479,147 3,000,758 658,976,708 889,456,613 801,835,089
Designated fund balances (note 9) 221,237,789 - - - 221,237,789 216,964,652
Total fund balances 221,237,789 227,479,147 3,000,758 658,976,708 1,110,694,402 1,018,799,741
Commitments, contingencies and subsequent events (notes 3, 8, 9, 10 and 12)
Total liabilities and fund balances $ 587,439,633 1,782,635,004 157,371,269 4,471,191,871 6,998,637,777 7,297,859,543

See accompanying notes to financial statements.



VIRGINIA HOUSING DEVELOPMENT AUTHORITY

Statement of Revenues, Expenses and Changesin Fund Balances

Y ear ended June 30, 2000

Multi-Family Single Family
Lending Programs Lending Programs
Multi-Family Other
Housing and Multi-Family Commonwealth Memorandum Only
General Rental Housing Lending Mortgage Totals

Revenues Fund Bond Group Programs Bond Group 2000 1999
Interest on mortgage and other loans 3,961,156 115,124,624 9,980,829 249,028,480 378,095,089 360,555,623
Investment income (note 7) 20,502,127 15,286,679 1,266,124 52,756,682 89,811,612 84,772,942
Pass-through grants received 133,802,624 - - - 133,802,624 125,356,049
Section 8 fee income earned 2,671,874 - - - 2,671,874 2,540,903
Gains and recoveries on sale of other real estate owned 4,002 - - 1,968,085 1,972,087 1,750,919
Other 3,773,097 1,780,240 - 95 5,553,432 5,967,719
Total revenues 164,714,880 132,191,543 11,246,953 303,753,342 611,906,718 580,944,155
Expenses
Interest on notes and bonds 11,564,841 95,014,297 9,769,309 220,647,050 336,995,497 326,358,739
Salaries and related employee benefits 20,368,048 - - - 20,368,048 17,227,638
General operating expenses 14,417,309 - - - 14,417,309 13,014,707
Amortization of bond issuance expenses 7,663 344,780 5,897 404,330 762,670 856,190
Pass-through grants disbursed 133,802,624 - - - 133,802,624 125,356,049
Section 8 program expenses 2,893,653 - - - 2,893,653 2,364,223
Mortgage servicing expenses 81,466 - 16,257 8,211,046 8,308,769 9,142,584
Losses and expenses on sale of other real estate

owned 207,381 - - 2,256,106 2,463,487 3,075,691
Total expenses 183,342,985 95,359,077 9,791,463 231,518,532 520,012,057 497,395,821
Excess (deficiency) of revenues over expenses (18,628,105) 36,832,466 1,455,490 72,234,810 91,894,661 83,548,334
Fund balances at beginning of year 216,964,652 219,005,825 5,144,185 577,685,079 1,018,799,741 935,251,407
Transfers between funds 22,901,242 (28,359,144) (3,598,917) 9,056,819 - -
Fund balances at end of year 221,237,789 227,479,147 3,000,758 658,976,708 1,110,694,402 1,018,799,741

See accompanying notes to financial statements.



VIRGINIA HOUSING DEVELOPMENT AUTHORITY
Statement of Cash Flows
Y ear ended June 30, 2000

Multi-Family Single Family
Lending Programs Lending Programs
Multi-Family Other
Housing and Multi-Family Commonwealth Memorandum Only
General Rental Housing Lending M ortgage Totals
Fund Bond Group Programs Bond Group 2000 1999
Cash flows from operating activities:
Cash payments for mortgage and other loans (38,766,540) (197,173,618) - (457,888,473) (693,828,631) (873,650,135)
Principal repayments on mortgage and other loans 43,637,669 24,784,440 5,580,835 303,479,105 377,482,049 561,988,642
Interest received on mortgage and other loans 4,018,554 114,651,221 9,978,712 259,794,473 388,442,960 355,882,747
Section 8 contributions and pass-through grants received 152,885,352 - - - 152,885,352 137,923,182
Section 8 contributions and pass-through grants disbursed (143,024,000) - - - (143,024,000) (129,910,135)
Cash received for Virginia Housing Partnership Fund Program 2,346,272 - - - 2,346,272 2,262,884
Grants made from Virginia Housing Partnership Fund Program (204,972) - - - (204,972) (932,765)
Escrow payments received 83,994,250 - - - 83,994,250 79,172,082
Escrow payments disbursed (74,090,104) - - - (74,090,104) (62,224,704)
Other operating revenues 4,913,124 1,840,834 - 95 6,754,053 8,781,016
Cash received from loan origination fees 4,252,960 - - 5,422,169 9,675,129 9,355,550
Cash payments for salaries and related benefits (19,992,847) - - - (19,992,847) (18,194,162)
Cash payments for general operating expenses (19,345,969) 2,915 - - (19,343,054) (19,368,026)
Cash payments for mortgage servicing expenses (80,519) - (16,489) (8,190,900) (8,287,908) (8,848,317)
Proceeds from sale of other real estate owned 269,528 - - 34,511,940 34,781,468 41,718,568
Investment in rental property - - - - - (61,134)
Net cash provided by (used in ) operating activities 812,758 (55,894,208) 15,543,058 137,128,409 97,590,017 83,895,293
Cash flows from noncapital financing activities:
Proceeds from sale of notes and bonds 235,445,000 194,475,000 - 237,745,000 667,665,000 1,526,640,000
Principal payments on notes and bonds (567,755,000) (64,592,786) (4,050,000) (460,352,357) (1,096,750,143) (941,986,436)
Interest payments on notes and bonds (10,496,017) (87,228,923) (9,777,798) (224,997,972) (332,500,710) (320,844,258)
Cash payments for bond issuance expenses (3,778,216) - - - (3,778,216) (6,924,793)
Redemption premium paid on bond calls - (219,698) - - (219,698) (2,705,165)
Transfers (to) from other funds 29,877,417 (26,278,500) (3,598,917) - - -
Net cash provided by (used in) noncapital financing
activities (316,706,816) 16,155,093 (17,426,715) (447,605,329) (765,583,767) 254,179,348
Cash flows from capital and related financing activities:
Principal payments on building bonds (750,000) - - - (750,000) (700,000)
Interest payments on building bonds (1,580,230) - - - (1,580,230) (1,612,880)
Purchases of furniture and fixtures (1,560,471) - - - (1,560,471) (2,176,394)
Net cash used in capital and related financing activities (3,890,701) - - - (3,890,701) (4,489,274)
(Continued)



VIRGINIA HOUSING DEVELOPMENT AUTHORITY
Statement of Cash Flows, Continued

M ulti-Family Single Family
Lending Programs Lending Programs
Multi-Family Other
Housing and Multi-Family Commonwealth Memorandum Only
General Rental Housing Lending Mortgage Totals
Fund Bond Group Programs Bond Group 2000 1999
Cash flows from investing activities:
Purchases of investments $ (860,358,429) (246,383,166) (8,453,501) (306,230,974) (1,421,426,070) (1,705,090,236)
Proceeds from sales or maturities of investments 1,044,814,900 246,772,762 8,524,343 366,321,213 1,666,433,218 1,352,334,054
Interest received on investments 22,738,590 21,050,253 2,046,915 53,073,701 98,909,459 97,478,046
Net cash provided by (used in) investing activities 207,195,061 21,439,849 2,117,757 113,163,940 343,916,607 (255,278,136)
Net increase (decrease) in cash and cash equival ents (112,589,698) (18,299,266) 234,100 (197,312,980) (327,967,844) 78,307,231
Cash and cash equivalents at beginning of year 198,283,626 122,660,007 5,404,071 516,149,463 842,497,167 764,189,936
Cash and cash equivalents at end of year $ 85,693,928 104,360,741 5,638,171 318,836,483 514,529,323 842,497,167
Reconciliation of excess (deficiency) of revenues over
expenses to net cash provided by (used in) operating
activities:
Excess (deficiency) of revenues over expenses $ (18,628,105) 36,832,466 1,455,490 72,234,810 91,894,661 83,548,334
Adjustments to reconcile excess (deficiency) of
revenues over expenses to net cash provided
by (used in) operating activities:
(Gain) loss on sale of furniture and fixtures - - - - - 3,503
Depreciation of property, furniture and
equipment 2,828,327 - - - 2,828,327 2,913,560
Other depreciation and amortization 8,610 344,780 (61,959) 626,803 918,234 870,869
Investment income (20,502,127) (15,286,679) (1,266,124) (52,756,682) (89,811,612) (84,772,942)
Interest on notes and bonds 11,564,841 95,014,297 9,769,309 220,647,050 336,995,497 326,358,739
Investment in rental property - - - - - (61,134)
Changes in assets and liabilities:
(Increase) decrease in mortgage and other
|oans receivable 5,701,112 (170,584,809) 5,572,013 (124,354,543) (283,666,227) (268,369,674)
(Increase) decrease in interest receivable-
mortgage and other loans 190,549 (784,863) 52,501 6,187,434 5,645,621 2,654,814
Decrease in other real estate owned 62,482 - - 6,429,371 6,491,853 1,461,071
(Increase) decrease in other assets 1,864,694 - 21,828 7,402,765 9,289,287 (7,796,273)
Increase (decrease) in accounts payable
and other liabilities (3,119,419) (1,925,536) - (4,311,148) (9,356,103) (5,429,467)
(Continued)



VIRGINIA HOUSING DEVELOPMENT AUTHORITY

Statement of Cash Flows, Continued

Multi-Family Single Family
Lending Programs Lending Programs
Multi-Family Other
Housing and Multi-Family Commonwealth Memorandum Only
General Rental Housing Lending Mortgage Totals
Fund Bond Group Programs Bond Group 2000 1999
Reconciliation of excess (deficiency) of revenues over
expenses to net cash provided by (used in) operating
activities, Cont.:
Adjustments to reconcil e excess (deficiency) of
revenues over expenses to net cash provided
by (used in) operating activities, Cont.:
Changein assets and lighilities, Cont.:
Increase (decrease) in Section 8
contributions payable $ 5,171,197 - - - 5,171,197 7,001,203
Increase in escrows and project reserves 9,904,146 - - - 9,904,146 16,947,378
Increase in Virginia Housing Partnership
Fund liability 1,608,904 - - - 1,608,904 1,330,119
Increase in net deferred loan fees 4,157,547 496,136 - 5,022,549 9,676,232 7,235,193
Net cash provided by (used in) operating activities $ 812,758 (55,894,208) 15,543,058 137,128,409 97,590,017 83,895,293
Supplemental disclosure of non-cash investing activity-
increasein other real estate owned as a result of
loan foreclosures $ 233,120 - - 26,717,125 26,950,245 43,895,365

See accompanying notes to financial statements.



VIRGINIA HOUSING DEVELOPMENT AUTHORITY
Notes to Financia Statements
June 30, 2000

(1) Organization and Summary of Significant Accounting Policies

Organization

The Virginia Housing Devel opment Authority was created under the Virginia Housing Development Authority Act (the “Act”) enacted by the 1972 Session of the General Assembly. The
Act, as amended, empowers the Authority, among other authorized activities, to finance the acquisition, constructioatioahatlibwnership of housing intended for occupancy or
ownership, or both, by families of low or moderate income. Mortgage loans are generally made with the proceeds of notegithendgbt obligations issued by the Authority. The
notes, bonds and other debt obligations do not constitute a debt or grant or loan of credit of the Commonwealth of \dithmi@poemmonwealth is not liable for the repayment of such
obligations.

For financial reporting purposes, the Authority is a component unit of the Commonwealth of Virginia. The accounts of titg Alghg with other similar types of funds, are
combined to form the Enterprise Funds of the Commonwealth.

Fund Accounting
The accounts are organized on the basis of funds and groups of funds, which are set up in accordance with the autmetitingsadbas note and bond resolutions. Each fund
utilizes the accrual basis of accounting wherein revenues are recognized when earned and expenses when incurred.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires managemesdtimatakeand judgments that affect reported amounts of
assets and liabilities and the disclosures of contingencies at the date of the financial statements and revenues aedagqmeedeturing the reporting period. Actual results could
differ from those estimates.

I nvestments
Investments are reported at fair market value on the balance sheet, with changes in fair value being recognized in thef statermes, expenses and changes in fund balances. Fair
value is determined by reference to published market prices and quotations from national security exchanges and securities pricing services.

Investment in Rental Property

Investment in rental property represents a multi-family apartment complex, including property, furniture and equipmeasséisesee recorded at cost in the General Fund and are
depreciated using the straight-line method over the estimated useful lives, which are thirty years for the building ansl fivduraiture and equipment. The investment is carried net
of accumulated depreciation of $1,834,153.

Mortgage and Other Loans Receivable

Mortgage and other loans receivable are stated at their unpaid principal balance, net of deferred loan fees and cobtwityltieakges loan fees to mortgagors. These fees, net of
direct costs, are deferred and amortized, using the interest method, over the contractual life of the loans as an agjetdmdtetinterest method is computed on a loan-by-loan
basis and any unamortized net fees on loans fully repaid or restructured are recognized as income in the year in whistaseickpea or restructured.



Allowance for Loan Losses

The Authority provides for |osses when a specific need for an allowance is identified in the various funds or groups of funds. The alowance is recorded in the General Fund but is

available to cover possible losses in all funds. The provision for loan losses charged or credited to operating expemsens teeessary, in management’s judgment to maintain the
allowance at a level it believes sufficient to cover losses in collection of loans. Estimates of future losses involkashefexanagement’s judgment and assumptions with respect to
future conditions. The principal factors considered by management in determining the adequacy of the allowance are tioa abrtiEokian portfolio, historical loss experience,
economic conditions, the value and adequacy of collateral, and the current level of the allowance.

Property, Furniture and Equipment
Property, furniture and equipment are capitalized at cost in the General Fund and depreciation is provided on the dt@sghbtlieethe estimated useful lives, which are thirty years
for the building and from three to ten years for furniture and equipment.

Bond I ssuance Expense
Costs related to issuing bonds are capitalized in the related bond group and are amortized on the straight-line badsiseweéttibebonds.

Other Real Estate Owned
Other real estate owned represents real estate acquired through foreclosure and is stated at the lower of cost osfagstmhagde disposal costs. Gains and losses from the
disposition of other real estate owned are reported separately in the statement of revenues, expenses anducibibglesaes.

Notes and Bonds Payable
Notes and bonds payable are stated at their unpaid balance less any remaining premiums or discounts. Bond premiumtsaré discotined over the lives of the issues using the
interest method.

Retirement Plans

The Authority has a defined contribution employees’ retirement savings plan covering substantially all employees. The extremse is fully funded as incurred, thus Itegyin no
unfunded future retirement lidities. To the extent that terminating employees are less thanummized percent (100%) vested in the Authority’s contributions, the unvested portion is
forfeited and redistributed to remaining participating employees.

The Authority also provides postretirement health care benefits to all employees, with at least 10 years of service, and who retire from the Authority on or after attaining age 55 or beco
permanently disabled. The expense is fully funded as incurred. The decision to continue benefits offered under the postretirement health care plan is determined annually by the Boa
of Commissioners.

Compensated Absences

Authority employees are granted vacation and sick pay in varying amounts as services are provided. Employees may adojauidategigain limitations, unused vacation and sick

pay earned and, upon retirement, termination or death, may be compensated for certain amounts at their then current rates of pay. The amount of vacation and sick pay recognized a:
expense is the amount earned each year.

Pass-through Grants

As required by Statement No. 24 of the Government Accounting Standards Boanahting and Financial Reporting for Certain Grants and Other Financial Assistance,
governmental dities that receive grants or other financial assistance that are transferred to a secondary recipient must report suaghpgrssits as revenues and expenses. The
Authority received and disbursed pass-through grants totaling $133,802,624 during the year ended June 30, 2000.



Section 8 Contributions

As the Commonwealth of Virginia’s administrator for the Department of Housing and Urban Development's Section 8 “Lower dnsingeAdsistance” program, the Authority
requisitions Section &ifids, makes disbursements to eligible landlords and tenants, and recognizes fee income. Section 8 revenues and egpadestinatieer&eneral Fund. Upon
receipt of Section 8 funds, a litity is recorded for the Authority’'s obligation to disbursmdis to Section 8 participants.

Virginia Housing Partnership Revolving Fund

The Virginia Housing Partnership Revolving Fund, established by the 1988 Session of the Virginia General Assembly, usesdeddsyfhe state to provide loans and grants for a
wide variety of housing initiatives. The Authority acts as administrator foruhd Bnder guidelines developed by the Virginia Department of Housing and Community Development.
Balances in the Fund are presented as assets consisting of cash, investments, mortgage loans and other assets with@l@biktygorttie General &nd.

In October, 1990, the Authority extended a revolving line of credit up to $38,000,000 to the Virginia Housing PartnershipReval for a period not to exceed fifteen years at a rate
of not less than 2.95 percent. The Fund has agreed to pledge its assets to secure this line of credit and repaymedeisverhenl5 year term. As of June 30, 2000, there are no
amounts outstanding under the line of credit.

Statement of Cash Flows
For purposes of the statement of cash flows, cash equivalents consist of investments with original maturities of thredeasnths o

Memorandum Only Totals

The “memorandum only totals” columns reflect the totals of the similar accounts of the various funds. Since the asaetobffmeftinds are restricted by the related debt resolutions,
the totaling of the accounts, including assets therein, is for convenience only and does not indicate that the combineceasitaide in any manner other than that provided for in the
resolutions for the separate funds or groups of funds. The totals for 1999 are for comparative purposes only.

(2) Description of Funds and Fund Groups

General Fund
The General Fund is used to record the receipt of income not directly pledged to the repayment of specific notes or thengiayrapdt of expenses related to the Authority’s
administrative functions.

Multi-Family Housing and Rental Housing Bond Group
The proceeds of Multi-Family Housing and Rental Housing Bonds are used to finance construction and permanent loans odly praiaétsn

Other Multi-Family Lending Programs

Other Multi-Family Lending Programs include the Multi-Family Mortgage Purchase Bond Group and the Multi-Family MortgagedBpndP@rceeds of the Multi-Family Mortgage
Purchase Bonds recorded in this fund were used to purchase long-term Federal Housing Administration (FHA)-iltisianedynmiortgage loans on rental housing. The proceeds of
Multi-Family Mortgage Bonds are used to finance construction and permanent loans on multi-family projects.

Commonwealth Mortgage Bond Group
The proceeds of Commonwealth Mortgage Bonds are used to purchase or make long-term loans to owner-occupants of singlirigmitytsiw



(3) Mortgage and Other L oans Receivable

Substantially all mortgage and other loans receivable are secured by first liens on real property in the Commonwealth of Virginia. The following are the interest rates and typical 1oan
terms by loan program or bond group for the major loan programs:

Loan Program/Bond Group Interest Rate Initial Loan Terms
Multi-Family Housing Bond Group 5.31% to 13.92% Thirty to forty years
Rental Housing Bond Group 6.39% t0 9.19% Thirty to forty years
Multi-Family Mortgage Purchase Bond Group 2.00% to 7.50% Forty years
Multi-Family Mortgage Bond Group 6.97% t0 9.14% Thirty to forty years
Commonwealth Mortgage Bond Group 0.50% to 13.85% Thirty years

Energy Conservation and Rehabilitation Loan Program 6.75% to 8.00% Up to fifteen years

Commitments to fund new loans and monies available to provide future |oans were as follows at June 30, 2000:

June 30, 2000

Multi-Family Housing and Rental Housing Bond Group $ 231,205,000
Commonwealth Mortgage Bond Group 131,665,000

$ 362,870,000

The Authority conducts various mortgage loan programs financed or supported by the General Fund through direct loanstadfepaisitand accounts under the Authority’s bond
resolutions for financing mortgage loans or establishment of reserves for below market rate loans. For such prograrosityieagumiade available, on a revolving basis, the amount
of $172.0 nillion as of June 302000 designated as the Virginia Housing Fund for the implementationitbadtilending programs, principally for the elderly, disabled, homeless and
other low income persons. Amounts disbursed for loans under the Virginia Housing Fund may not be available for the jg@phsatvife on any obligations of the Authority. Such
loans from the General Fund are expected generally to have a yield substantially less than that of U.S. Government curitgeshof sienilar maturity and to have terms of
approximately thirty years. Pursuant to a financial study by a consultant, the Authority intends to make available foithel&iging Fund or similar programs up to anitoicial

$20 nillion on approximately October 2000. The Authority intends to engage a consultant for a new resource allocation study which is expected to include réoosfoenda
amounts to be made available to the Virginia Housing Fund or similar programs for the fiscal years ending on June 3Q;2002n20, 2006.

(4) Cash, Cash Equivalentsand I nvestments

Cash includes cash on hand and amounts in checking accounts which are insured by the Federal Depository Insurance Carpamltaieralized under provisions of the Virginia
Security for Public Deposits Act. At June 30, 2000, the carrying amount of the Authority's deposits as $4,458,897 andwaineickexatess of bank balances, included in accounts
payable and other liabilities, w&46,164,291. The associated bank balance of the Authority’s deposits was $8,097,491. The difference between the catrgind goadank
balance is due to outstanding checks, deposits in transit and other reconciling items.

Cash equivalents include investments with original maturities of three months or less. Investments consist of repurchase agreements, U.S. Government and agency securities, munici
tax-exempt securities, corporate notes and various other investments for which there are no securities as evidencéroéttie inves

Investments in the bond funds consist of those jtgrehby the various resolutions adopted by the Authority. Certain bond indentures include teskregdirements, and investments
in these reserve funds are generally not available for mortgage loans.

The Authority’s cash equivalents and investments are categorized to give an indication of the level of credit risk aseameathbyity at year-end. Category 1 includes bank balances
that are insured or securities held by the Authority or its agent in the Authority’'s name. Category 2 includes bank dikteredized with securities held by the pledging financial
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institution’s trust department or agent in the Authority’s name. Certain balances have not been categorized becausgrsemiriiged as evidence of the investment. The credit risk
categorization and fair value of the Authority's cash equivalents at June 30, 2000 were as follows:

Cash Equivalents
June 30, 2000

Category 1 Category 2 Fair value
Repurchase agreements $ 438,440,117 21,727,274 460,167,391
Interest bearing checking 2,391,006 - 2,391,006
Municipal tax-exempt securities Qr0,000 - 1,020,000
U.S. Government and agency securities - - -
Totals $ 441,851,123 21,727,274 463,578,397

Add amounts not categorized because securities are not used as evidence of the investments:

NationsBank treasury portfolio 662,744
Federal Home Loan Bank Note 2,035,262
Centric Capital C/P 23,391,478
Superior Funding C/P 20,402,545
Total cash equivalents $ 510,070,426

The credit risk categorization and fair value of the Authority’s investments at June 30, 2000 (all of which were classifted Qavere as follows:

Investments

June 30, 2000

Fair value

U.S. Government and agency securities $19,078,825
Repurchase agreements 80,000,000
Corporate notes 17,202,520
Municipal tax-exempt securities P91,046
Asset backed securities 278,501,734
Agency mortgage backed securities 183,837,488
Totals 707,711,613

Add amounts not categorized because securities are not used as evidence of the investments:

New York Life Investment Agreement 40,546,056

Lehman Brothers Special Financing Agreement 475,000,000

Federal Home Loan Bank Note 3,335,000
Total investments $1,226,592,669

The Virginia Security for Public Deposits Act requires that securities collateralizing repurchase agreements must haleeaatdigast equal to 102% of the cost and accrued interest
of the repurchase agreement.
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(5) Notesand Bonds Payable

Notes and bonds payable at June 30, 2000 were as follows:

Amount
Effective Original_ Outstanding.
Description Final Due Date Interest Rate Amount June 30, 2000
(Amounts shown in thousands)
General Fund
Notes

Federa Home Loan Bank

VHDA General Purpose Bonds
1993 Bonds dated June 16, 1993

Unamortized discount
Total Genera Fund

Multi-Family Housing and Rental Housing Bond Group
Multi-Family Housing Bonds

1982 Series A, dated June 30, 1982

1985 Series B, dated December 5, 1985

1989 Series C, dated April 1, 1989 and April 27,1989
1989 Series D, dated September 15, 1989 and October 11, 1989
1990 Series A, dated December 1, 1989

1990 Series B, dated April 1, 1990 and April 19, 1990
1991 Series A, dated January 15, 1991

1991 Series B/C, dated April 15, 1991

1991 Series D, dated April 15, 1991

1991 Series E, dated July 25, 1991

1991 Series F, dated August 15, 1991

1992 Series A, dated January 15, 1992

1992 Series B, dated March 1, 1992

No fixed maturity

July 1, 2019

November 1, 2017
May 1, 2008
May 1, 2021
November 1, 2014
May 1, 2010
May 1, 2021
May 1, 2011
May 1, 2014
November 1, 2011
November 1, 2011
May 1, 2013
May 1, 2013
May 1, 2008

12

floating rate
(weighted average
rate of 6.88% at
June 30, 2000)

5.79%, adjustable

10.88%
6.87%
7.84%
7.37%
7.45%
7.51%
9.60%
6.90%
9.24%
9.25%
7.05%
7.98%
7.86%

29,070

256,970
52,215
3,604
14,202
4,040
4,968
7,735
7,730
4,500
3,640
44,300
4,160
3,360

28,340

27,620

27,576
55,916

73,495
2,840
1,322
7,347
2,690
2,923
6,060
4,575
3,520
2,995

28,375
3,305
2,165



Amount
Effective Original_ Outstanding.
Interest Rate Amount June 30, 2000

Description Final Due Date

(Amounts shown in thousands)

1992 Series C/D, dated March 15, 1992 May 1, 2018 6.88% $ 80,155 66,745
1992 Series E, dated June 9, 1992 May 1, 2015 6.68% 5,200 4,320
1992 Series F/G, dated October 1, 1992 and October 14, 1992 November 1, 2022 6.26% 17,695 15,450
1992 Series H, dated October 14, 1992 May 1, 2018 7.86% 33,000 16,460
1993 Series A, dated February 1, 1993 November 1, 2015 7.79% 19,380 14,335
1993 Series B, dated April 1, 1993 May 1, 2016 6.42% 23,520 9,045
1993 Series C/D/E/F, dated April 1, 1993, May 1, 1993 and June 1, 1993 November 1, 2017 5.64% 159,240 134,340
1993 Series G, dated August 1, 1993 November 1, 2015 7.00% 6,710 5,780
1993 Series H, dated November 1, 1993 May 1, 2013 5.09% 9,100 7,265
1994 Series A, dated March 1, 1994 November 1, 2015 6.94% 18,720 16,005
1994 Series B/C, dated April 1, 1994 May 1, 2015 5.99% 36,410 27,010
1994 Series D, dated April 1, 1994 May 1, 2015 7.78% 35,200 26,150
1994 Series F/G, dated June 1, 1994 May 1, 2015 6.34% 14,630 12,220
1994 Series H, dated September 1, 1994 November 1, 2015 6.30% 10,300 9,065
1995 Series A/B/C, dated February 2, 1995 November 1, 2015 7.51% 24,630 20,535
1995 Series D, dated April 26, 1995 November 1, 2015 8.13% 12,855 11,550
1995 Series E/F, dated June 29, 1995 May 1, 2014 6.19% 5,225 4,305
1995 Series G, dated October 3, 1995 November 1, 2014 7.61% 16,375 14,675
1995 Series H/I, dated October 3, 1995 November 1, 2015 6.01% 63,230 54,845
1995 Series J, dated October 26, 1995 November 1, 2014 7.10% 7,950 6,985
1995 Series K/L, dated October 26, 1995 November 1, 2015 5.88% 29,815 25,965
1996 Series A/B/C, dated January 11, 1996 May 1, 2016 6.43% 64,500 56,730
1996 Series D/E/F, dated March 28, 1996 May 1, 2016 6.70% 33,720 30,365
1996 Series G, dated April 25, 1996 May 1, 2016 7.76% 5,775 5,280
1996 Series H/I, dated April 25, 1996 May 1, 2016 5.94% 36,390 31,720
1996 Series J, dated August 8, 1996 May 1, 2017 6.15% 21,450 19,715
1996 Series K/L/M, dated October 1, 1996 November 1, 2017 6.36% 18,535 17,270
1996 Series N/O, dated December 19, 1996 November 1, 2017 6.55% 24,080 22,740
1997 Series A/B, dated May 15, 1997 November 1, 2019 6.90% 51,825 49,090
1997 Series C/D/E, dated September 11, 1997 November 1, 2019 6.20% 54,940 53,575
1997 Series F, dated October 16, 1997 November 1, 2017 5.34% 7,930 7,535
1997 Series G/H/I, dated December 18, 1997 May 1, 2019 6.24% 58,260 55,770
1998 Series A, dated April 23, 1998 November 1, 2019 6.79% 60,780 51,355
1998 Series B/C/E, dated April 23, 1998 and September 23, 1998 November 1, 2018 5.29% 59,140 57,205
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Amount
Effective Original_ Outstanding.
Description Final Due Date Interest Rate Amount June 30, 2000

(Amounts shown in thousands)

1998 Series F, dated July 29, 1998 May 1, 2019 6.50% $ 33,565 32,735
1998 Series G, dated July 29, 1998 November 1, 2018 5.10% 50,720 49,340
1998 Series H, dated October 27, 1998 May 1, 2019 6.31% 37,715 36,715
1998 Series |, dated October 27, 1998 November 1, 2019 4.94% 36,800 36,235
1999 Series A/B, dated January 28, 1999 May 1, 2019 5.74% 79,705 78,520
1,336,557
Compounded interest payable 7,397
1,343,954
Unamortized discount (58,004)
Total Multi-Family Housing Bonds 1,285,950

Rental Housing Bonds
1999 Series C/D/E/F, dated May 20, 1999 May 1, 2022 5.89% 49,225 49,225
1999 Series G/H, dated August 19, 1999 May 1, 2022 6.70% 56,515 56,515
1999 Series I/J, dated November 4, 1999 February 1, 2023 6.83% 37,810 37,810
1999 Series K/L, dated December 16, 1999 February 1, 2023 6.21% 36,910 36,910
2000 Series A/B, dated May 10, 2000 August 1, 2024 7.14% 63,240 63,240
243,700
Unamortized premium 628
244,328
Total Multi-Family Housing and Rental Housing Bond Group 1,530,278

Other Multi-Family Lending Programs

Multi-Family Mortgage Purchase Bonds

1973 Series A, dated December 1, 1973 June 1, 2014 5.73% 53,140 26,860
Unamortized premium 38
26,898

14



Amount

Effective Original_ Outstanding.
Description Final Due Date Interest Rate Amount June 30, 2000
(Amounts shown in thousands)
Multi-Family Mortgage Bonds
1977 Series A, dated April 1, 1977 November 1, 2018 6.43% $ 27,580 20,295
1977 Series B, dated November 1, 1977 November 1, 2020 6.40% 42,240 32,820
1978 Series A, dated April 1, 1978 November 1, 2020 6.20% 42,000 33,280
1978 Series B, dated October 1, 1978 November 1, 2021 6.71% 50,250 39,930
126,325
Unamortized discount (334)
125,991
Total Other Multi-Family Lending Programs 152,889
Commonwealth Mortgage Bonds
1986 Series A, dated July 29, 1986 January 1, 2013 7.65% 95,000 1,000
1986 Series B/C/D, dated November 3, 1986 July 1, 2013 6.92% 62,695 1,000
1987 Series A, dated July 15, 1987 and July 30, 1987 July 1, 2017 8.37% 101,755 1,040
1987 Series B/C, dated November 1, 1987 and December 4, 1987 January 1, 2028 8.32% 278,665 1,000
1988 Series A/B, dated July 21, 1988 July 1, 2038 7.87% 166,215 1,000
1988 Series C/D, dated December 14, 1988 January 1, 2038 7.66% 83,855 1,000
1992 Series A/B/C, dated March 15, 1992, April 28, 1992 and June 15, 1992 January 1, 2033 6.28% 889,330 650,900
1993 Series A/B, dated February 25, 1993 July 1, 2022 5.67% 159,600 19,485
1993 Series E/F, dated August 31, 1993 July 1, 2022 5.94% 156,000 6,495
1993 Series G/H, dated November 1, 1993 July 1, 2027 5.30% 71,120 71,120
1993 Series I/J, dated November 5, 1993 July 1, 2020 5.91% 163,200 6,200
1994 Series C/D, dated April 5, 1994 January 1, 2024 5.81% 96,000 17,205
1994 Series G/H, dated August 9, 1994 July 1, 2022 6.57% 240,000 94,800
1994 Series I/J, dated November 8, 1994 July 1, 2022 6.59% 217,805 69,875
1995 Series A/B, dated February 14, 1995, February 28, 1995, March 14, 1995 July 1, 2028 6.68% 362,000 167,650
and March 28, 1995
1995 Series C/D, dated June 22, 1995 January 1, 2030 6.01% 399,000 338,570
1996 Series A, dated May 23, 1996 July 1, 2029 8.00% 30,000 5,290
1996 Series B/C, dated June 20, 1996 July 1, 2026 6.08% 254,680 207,965
1996 Series D, dated October 1, 1996 January 1, 2016 7.58% 40,000 33,300
1996 Series E/F, dated December 18, 1996 January 1, 2046 5.21% adjustable 190,000 140,000
1996 Series G/H, dated December 19, 1996 January 1, 2022 5.00% 78,500 74,060
1997 Series A, dated June 12, 1997 January 1, 2046 7.28% 275,000 188,900
1997 Series B/C, dated June 12, 1997 January 1, 2022 5.13% 100,700 96,355
1998 Series A/B/C, dated January 1, 1998 January 1, 2047 5.23% adjustable 500,000 499,515
1998 Series D/E, dated July 28, 1998 July 1, 2021 5.19% 195,560 189,310
1998 Series F, dated October 27, 1998 April 1, 2020 6.39% 372,000 330,245
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Description

Final Due Date

1999 Series A, dated June 29, 1999
2000 Series A/B, dated March 31, 2000
2000 Series C, dated March 31, 2000

Unamortized premium
Total Commonwealth Mortgage Bonds
Memorandum Only Total

October 1, 2020
July 1, 2018
July 1, 2021

Amount

Effective Original_ Outstanding.
Interest Rate Amount June 30, 2000
(Amounts shown in thousands)
7.38% 284,000 229,000
4.94% adjustable 235,245 235,245
7.59% 2,500 2,500
3,680,025
22,179
3,702,204
$ 5,441,287

Compounded interest payable in the Multi-Family Housing Bonds represents interest which is compounded and paid to bondholders at maturity or redemption rather than being paid

currently.

The Multi-Family Mortgage Purchase Bonds are special obligations of the Authority; all other notes and bonds issued to date are general obligations of the Authority. The notes and
bonds are secured to the extent and as provided in the various resolutions. Security generally includes the mortgage |oans made or purchased under the resolution, the revenues,
prepayment and recovery payments received, derived, or recovered by the Authority from or related to mortgage loans, and all monies and investments in the funds and accounts pledged
under the various resolutions. Bonds payable are generally comprised of both serial and term bonds and are due at various dates through the final due date.

The Authority has the option to redeem the various bonds at premiums ranging up to 3% with the exception of the term bonds due November 1, 2017 within the Multi-Family Housing
Bonds, 1982 Series A. These zero coupon interest rate bonds are redeemable at the “Optional Redemption Price” setilfevithin thet series resolution. The redemptions
generally cannot be exercised until the bonds have been outstanding for ten to fifteen years, as fully described in bloadaesakutions. All issues generally have term bonds,
which will be subject to redemption, without premium, from mandatory sinking installments. Special redemption accounts are &ls@d when certain conditions exist as

described in the applicable bond resolutions.

The principal payment obligations related to all note and bond indebtedness (excluding the effect of unamortized dispoemisimsyi for the five years commencing July 1, 2000 and
thereafter are as follows:

2001 2002 2003 2004 2005 Remaining
(Amounts shown in thousands)

FHLB Notes $ 28,340 - - - - -
VHDA General Purpose Bonds 785 800 1,000 1,000 1,000 23,035
Multi-Family Housing Bonds 5362 53,571 55,638 58,471 58,707 1,066,205
Rental Housing Bonds 1,100 4,125 5,700 6,110 6,435 220,230
Multi-Family Mortgage Purchase Bonds - - - 610 1,935 23,255
Multi-Family Mortgage Bonds 200 2,985 3,505 3,730 3,955 109,950
Commonwealth Mortgage Bonds 192,940 128,125 137,680 136,605 132,400 2,952,275

Memorandum Only Totals $ 276,727 189,606 203,523 207,586 204,432 4,394,950
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(6) Escrowsand Project Reserves

Escrows and project reserves represent amounts held by the Authority as escrows for insurance, real estate taxes and completion assurance, and as reserves for replacement and
operations. The Authority invests these funds and, for project reserves, allows earnings to accrue to the benefit of the mortgagor. At June 30, 2000, these project reserves amounted to
approximately $127,029,000.

(7) Investment Income

The amount of investment income the Authority may earn in the Commonwealth Mortgage Bond Group and certain bond issues in the Multi-Family Housing and Rental Housing Bond
Group is limited by certain Federal legislation. Earnings in excess of the allowable amount must be rebated to either the mortgagor or the U.S. Department of the Treasury depending
upon the specific bond series in which the rebates occurs. These amounts are recorded in accounts payable and other liabilities and amounted to $7,550,584 at June 30, 2000.

(8) Risk Management

The Authority manages its interest risk on single and multi-family loan commitments through short sales of investment securities. These transactions meet the requirements for hedge
accounting as all hedged items are specifically identified, probable of occurring, and highly correlated to the hedging instrument. The gain or loss from hedging transactions is recorded
as an unamortized premium or discount and recognized as an adjustment to yield over the remaining life of the loan. The Authority periodically assesses correlation in order to determine
the ongoing appropriateness of hedge accounting.

During the year ended June 30, 2000, the Authority experienced a net loss of $400,395 from hedging transactions settled during the year. At June 30, 2000, $23,628,443 of short sales
were outstanding (included in accounts payable and other liabilities in the GenerahB) which had an unrealized loss of $727,210. The Authority’s policy is to make adjustments to
interest rates of loans related to such hedging transactions to reflect the losses or gains on such hedging transactions.

(9) Fund Balances

Restricted fund balances represent those portions of the total fund balances in trust accounts established by the vaasmlistiboador the benefit of the respective bond owners.
Restricted fund balances are generally required reserve funds, mortgage loans and funds held for placement into moritgeegtiuemts, and funds held for scheduled debt service.

Designated fund balances represent those portions of the total fund balances set aside to refletilizatiemtand tentative plans for future utilization of suchd balances. As of

June 30, 2000, the Authority had designated fund balances including $172,018,182 for the Virginia Housing Fund and $3&,@0h@adf credit to the Virginia Housing Partnership
Fund. The balance of the designations in the amount of $11,219,607 includes funds to be available for other loans amithoamtsoavercommitments and overallocations in the
various bond issues; for support funds and contributions to bond issues; and for working capital and future operatire) argesagitures. Additional designatecid balance
commitments include contractual obligations for additional contributions to bond resedsge fhaintenance of the Authority’s obligation with regard to the general obligation pledge on
its bonds; contributions to future bond issues other than those scheduled during the next year; self-insurance on thainsitmsidéezed multi-family conventional loan program and
any unanticipated losses in connection with the uninsured portions of the balance of the single family and multi-fansigyfloemsance on the liability exposure of Commissioners

and officers; the cost of holding foreclosed property prior to resale; costs incurred with the redemption of bonds; diniglerfaomépayment shortfalls and other risks and
contingencies.

(10) Employee Benefit Plans

The Authority incurs employment retirement savings expense equal to eight percent of full-time employees’ compensatitirefr@at savings expense for the year ended June 30,
2000 was $1,205,727.
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The Authority sponsors a deferred compensation plan available to all employees created in accordance with Internal Revenue Section 457. The Plan permits participants to defer a
portion of their salary or wage until future years. The deferred compensation is not available to employees until termination, retirement or death. The assets of the Plan are in an
irrevocable trust with an external trustee and, accordingly, no assets or liabilities are reflected in the Authority’s financial statements.

As of June 30, 2000, included in the General Fund accounts payable and oilitgediaban employee compensated absences accrual25%$225.

Funding amounts for the postretirement health care benefits offered are approved annually by the Board of Commissiaterisn thellGeneral Fund accounts payable and other
liabilities is a postretirement health care benefit liability 06%8,353 as of June 30, 2000. Total expense incurred for these benefits for the year ended June 30, 2000 was $262,546.

(11) Contingenciesand Other Matters

Certain claims, suits and complaints arising in the ordinary course of business have been filed and are pending agdiostythénflie opinion of management, all such matters are
adequately covered by insurance or, if not so covered, are without merit or are of such kind or involve such amounts afs haweld material adverse effect on the financial
statements of the Authority.

The Authority participates in several Federal financial assistance programs, principal of which is the Lower Income HdatsingeABsgram. Although the Authority's administration

of Federal grant programs has been audited in accordance with the provisions of the United States Office of Managemeet &ictBaidg\-133 through June 30, 2000, these
programs are still subject to financial and compliance audits. The amount, if any, of expenses which may be disallovgedntnghagencies cannot be determined at this time,
although the Authority expects such amounts, if any, to be immaterial in relation to its financial statements.

(12) Subsequent Events

On August 3, 2000, the Authority sold $64,385,000 of Rental Housing Bonds, 2000 Series C/D/E.

18



