























































































































VIRGINIA HOUSING DEVELOPMENT AUTHORITY
(A Component Unit of the Commonwealth of Virginia)

Notes to Basic Financial Statements
June 30, 2008 and 2007

providing postemployment reimbursement of eligible medical and dental expenses to current and eligible
future retirees and their spouses in accordance with the terms of the RHC. Employer contributions are
recorded in the year in which they are earned and become measurable. Investments are reported at fair
value and are based on published prices and quotations.

Effective January 1, 2006, eligible retirees must be at least 55 years of age with 15 years of service,
(or at least 55 years of age with 10 years of service if employed by the Authority prior to such date). RHC
participants receive an annual benefit based on age and years of service at retirement and based on a
matrix, updated annually for cost-of-living plus 2% not to exceed 150% of the annual premium for
preferred provider organization medical plan offered that year if the participant under age 65 or not to
exceed 75% or the annual premium if the participant is age 65 or over. The annual benefit may be used to
pay for health insurance purchased through the Authority’s group plan or elsewhere, and for other eligible
medical and dental expenses. For the year ended June 30, 2008, there were approximately 70 participating
retirees and spouses and 300 active employees earning service credits in the RHC.

The Authority currently contributes amounts to the RHC Trust sufficient to fully fund the annual required
contribution (ARC), an actuarially determined rate in accordance with provisions of GASB 45. The ARC
represents a level of funding that, if paid on an ongoing basis, is projected to cover normal costs each year
plus an amortized amount of unfunded actuarial liabilities (or fund excess) over a period not to exceed
thirty years. The current year ARC of $753,288 was approximately 3.7% of covered payroll.

The actuarially determined values for disclosure in accordance with GASB 45 are as follows:

Beginning net Interest on
Fiscal OPEB obligation OPEB ARC Amortization OPEB
: year-end (asset) ARC liability adjustment factor cost
June 30,2008 $ — 753,288 — — 1214 § 753,288

The OPEB cost to the Authority and its contributions and changes in the RHC plan for fiscal year 2008 are
as follows:

Beginning net Net OPEB
OPEB Change in obligation
obligation net OPEB (asset)
Fiscal year-end (asset) OPEB cost Contribution obligation balance
June 30,2008 $ — 753,288 (783,024) (29,736) (29,736)

For the year ended June 30, 2008, the Authority’s Annual OPEB cost was $753,288; the percentage of
Annual OPEB Cost Contributed was 100%,; and the ending Net OPEB asset was $29,736.
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VIRGINIA HOUSING DEVELOPMENT AUTHORITY
(A Component Unit of the Commonwealth of Virginia)

Notes to Basic Financial Statements

June 30, 2008 and 2007

(12) Other Long-Term Liabilities

(13)

Activity in the Authority’s noncurrent liability accounts, other than bonds payable, for the year ended

June 30, 2008 was as follows:

Balance at Balance at
June 30, June 30
2007 Additions Decreases 2008

Project reserves $ 165,136,963 57,273,361 50,885,248 171,525,076
Commonwealth Priority Housing

Fund liability 7,300,283 943,229 27,326 8,216,186

Other liabilities 15,538,323 3,773,421 2,799,360 16,512,384

Compensated absences payable 2,849,475 1,489,838 1,213,252 3,126,061

Total $ 190,825,044 63,479,849 54,925,186 199,379,707

Activity in the Authority’s noncurrent liability accounts, other than bonds payable,

June 30, 2007 was as follows:

for the year ended

Balance at Balance at

June 30, June 30

2006 Additions Decreases 2007
Project reserves $ 163,034,955 56,656,993, 54,554,985 165,136,963
Commonwealth Priority Housing

Fund liability 7,587,252 190,293 477,262 7,300,283
Other liabilities 12,222,477 3,911,296 595,450 15,538,323
Compensated absences payable 2,710,357 1,531,798 1,392,680 2,849,475

Retiree healthcare 6,903,253 1,066,760 7,970,013 —_
Total $ 192,458,294 63,357,140 64,990,390 190,825,044

Contingencies and Other Matters

Certain claims, suits, and complaints arising in the ordinary course of business have been filed and are
pending against the Authority. In the 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 as would not
have a material adverse effect on the basic financial statements of the Authority.
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VIRGINIA HOUSING DEVELOPMENT AUTHORITY
(A Component Unit of the Commonwealth of Virginia)

Notes to Basic Financial Statements
June 30, 2008 and 2007

The Authority participates in several Federal financial assistance programs, principal of which is the
HUD Section 8 programs. Although the Authority’s administration of Federal grant programs has been
audited in accordance with the provisions of the United States Office of Management and Budget
Circular A-133, these programs are still subject to financial and compliance audits. The amount, if any, of
expenses which may be disallowed by the granting agencies cannot be determined at this time, although
the Authority expects such amounts, if any, to be immaterial in relation to its financial statements.

The Authority is exposed to various risks of loss such as theft of, damage to, and destruction of assets,
injuries to employees, and natural disasters. The Authority carries commercial insurance for their risks.
There have been no significant reductions in insurance coverage from coverage in the prior year, and
settled claims have not exceeded the amount of insurance coverage in any of the past three fiscal years.
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: Schedule 1
VIRGINIA HOUSING DEVELOPMENT AUTHORITY
(A Component Unit Of The Commonwealth of Virginia)

Required Supplementary Information
Retiree Healthcare Plan — Schedule of Funding Progress by Plan Valuation Date

Unfunded Unfunded
Actuarial Actuarial Actuarial actuarial as a percent
valuation value of accrued accrued Covered of covered
date assets liability liability Funded ratio payroll payroll

December 31,2007 $ 8,631,596 10,747,191 2,115,595 80% $ 20,479,198 10%

As of December 31, 2007, the unfunded actuarial accrued liability (UAAL) for benefits was $2,115,595.
The covered payroll (annual payroll of active employees covered by the RHC) was $20,479,198 and the
ratio of the UAAL to the covered payroll was 10.3%. The Authority established the RHC Trust fund in
November 2006 and as of the actuarial valuation date of December 31, 2007, the actuarial value of net

assets held by the RHC Trust was $8,631,596. As of June 30, 2008, the RHC Trust had $8,425,599 in net
assets. )

Actuarial valuations involve estimates of the value of reported amounts and assumptions about the
probability of events into the future. Examples include assumptions about mortality and healthcare cost
trends. Actuarially determined amounts are subject to continual revisions as actual results are compared
with past expectations and revised estimates are made about the future. The Schedule of Funding Progress
is presented as required supplementary information for the RHC as of December 31, 2007. In this actuarial
valuation, the projected-unit-credit-cost method was used. The actuarial assumptions included a 7%
investment rate of return per annum (compounded annually, that includes a 4.5% inflation rate and 2.5%
real rate of return). The projected healthcare cost trend is 10% initially, reduced by decrements to an
ultimate rate of 5% after ten years. The UAAL is being amortized as a level dollar amount over 30 years.
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KPMG LLP

Suite 2000

1021 East Cary Street
Richmond, VA 23219-4023

Independent Auditors’ Report on Internal Control
over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

The Board of Commissioners
Virginia Housing Development Authority:

We have audited the basic financial statements of the Virginia Housing Development Authority
(the Authority), a component unit of the Commonwealth of Virginia, as of and for the year ended June 30,
2008, and have issued our report thereon dated September 22, 2008. That report recognizes that the
Authority implemented a new accounting standard effective July 1, 2007. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Authority’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing an opinion on the
basic financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Authority’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Authority’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data
reliably in accordance with U.S. generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of the entity’s financial statements that is more than inconsequential
will not be prevented or detected by the entity’s internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the basic financial statements will not be
prevented or detected by the entity’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this Section and would not necessarily identify all deficiencies in internal control over
financial reporting that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as
defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of basic financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of the Board of Commissioners, the Audit
Committee, management, federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

KPMe LP

September 22, 2008
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