MINUTES OF THE REGULAR MEETING
OF THE
BOARD OF DIRECTORS
WEST VIRGINIA HOUSING DEVELOPMENT FUND
December 18, 2019

The regular meeting of the Board of Directors of the West Virginia Housing Development
Fund (the “Fund”) was held on Wednesday, December 18, 2019, at the offices of the West Virginia
Housing Development Fund, 5710 MacCorkle Avenue, SE, Charleston, West Virginia. The Chair
called the meeting to order at 9:01 a.m. with the following members present throughout, except
where noted:

Ann Urling, Chair

David Gardner, Member (via phone)

John Gianola, Member (via phone)

Sam Kapourales, Member (via phone)

Bob Nistendirk, Member

Mary Skeens, Member (via phone)

Josh Stowers, Representative for the Honorable John Perdue, Treasurer

Steven Travis, Representative for the Honorable Patrick Morrisey, Attorney General (via

phone)

Members Absent:

Norman Bailey, Representative for the Honorable Kent Leonhardt, Commissioner of
Agriculture

Staff present:

Erica Boggess, Executive Director

Julie Davis, Deputy Director — Production

George Gannon, Communications Administrator

Chris Hayslip, Internal Auditor

Chad Leport, Division Manager — Accounting and Finance
Martha Lilly, Legal Assistant

Jill Martin, Executive Assistant

Kelley Ridling, Senior Manager - Internal Audit

Jon Rogers, Senior Division Manager - Single Family Lending
Kristin Shaffer, Senior Legal Counsel

Nathan Testman, Division Manager — Multifamily Lending .
Crystal Toney, Deputy Director - Administration

Dorothy White, Federal Compliance Officer
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Others Present;

Samme Gee, Jackson Kelly PLLC
Kelley Goes, Jackson Kelly PLLC

APPROVAL OF THE MINUTES OF NOVEMBER 20, 2019
MEETING

Representative Josh Stowers moved the approval of the minutes of the November 20, 2019
meeting. His motion was seconded by Member Bob Nistendirk, and, upon the affirmative vote of
the seven (7) members present, the Chair declared the motion adopted.

ACCEPTANCE OF FEDERAL AUDIT REPORT FOR THE
YEAR ENDING JUNE 30, 2019

Chad Leport presented the 2019 Federal Audit to the Board. Mr. Leport stated that the
Audit Committee met prior to the Board meeting and accepted the Federal Audit and recommends
that the Board accept the Audit as submitted.

Member David Gardner joined the meeting.

Member David Garner moved to accept the Audit Committee’s recommendation to accept
the 2019 Federal Audit as presented. His motion was seconded by Member Nistendirk, and, upon
the affirmative vote of the eight (8) members present, the Chair declared the motion adopted.

A copy of the Fiscal Year 2019 Federal Audit is attached as Exhibit A.

CONSIDERATION OF CHANGES TO THE AFFORDABLE
HOUSING FUND PROGRAM GUIDE AND TERM SHEET

Nathan Testman informed the Board that in June 2018, the Fund took over the
administration of the Affordable Housing Fund (AHF), and since that time the Fund has completed
two successful application cycles resulting in the funding of 63 projects throughout the State
totaling $1,986,291. Mr. Testman stated that staff meet periodically with key nonprofit
organizations and stakeholders to solicit feedback on product offerings and the application process.

Mr. Testman presented the updated AHF Loan Term sheet and explained that staff was not
recommending any changes to the AHF Program Guide. Mr. Testman stated staff is recommending
the Board’s approval of an updated Affordable Housing Fund Loan Term Sheet based on feedback
from the non-profit organizations.
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Member Nistendirk moved the approval of the updated Affordable Housing Fund Loan Term
Sheet. His motion was seconded by Member John Gianola, and, upon the affirmative vote of the
eight (8) members present, the Chair declared the motion adopted.

A copy of the Affordable Housing Trust Fund Term Sheet is attached as Exhibit B.

EXECUTIVE SESSION

Representative Stowers moved that the Board enter Executive Session under W. Va. Code
§6-9A-4(b)(9) to discuss matters involving commercial competition, which if made public might
adversely affect the financial interest of the State and the Fund and legal matters related thereto.
His motion was seconded by Member Nistendirk, and, upon the affirmative vote of the eight (8)
members present, the Chair declared the motion adopted. The Board adjourned into Executive
Session at 9:12 a.m.

The Executive Session concluded at 9:23 a.m. Chair Urling stated that no action took place
during the Executive Session.

AUTHORIZATION TO TAKE ALL ACTIONS NECESSARY
TO SUBMIT A SUCCESSFUL RESPONSE TO HUD AND
TO PREPARE FOR POSSIBLE LITIGATION.

Member Gianola moved to authorize the Executive Director to take all actions necessary,
with the Chair’s consent, to submit a successful response to HUD for the Section 8 Project Based
Contractor Administrator duties and to prepare for any resulting protests or litigation. His motion
was seconded by Representative Stowers, and, upon the affirmative vote of the eight (8) members
present, the Chair declared the motion adopted.

ADJOURNMENT

There being no further business, Member Nistendirk moved to adjourn the meeting. His
motion was seconded by Representative Stowers. Meeting adjourned at 9:26 a.m.
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EDWARDS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
West Virginia Housing Development Fund
Charleston, West Virginia

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities (enterprise fund)
and fiduciary fund type activities of the West Virginia Housing Development Fund (the Fund), a
component unit of the State of West Virginia, as of and for the years ended June 30, 2019 and 2018, and
the related notes to the financial statements, which collectively comprise the Fund’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audits 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. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Your Success is Our Focus

300 Chase Tower, 707 Virginia Street, East « Charleston, WV 25301 « 304-343-4188 « Fax: 304-344-5035 » www.BEcpas.com
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities (enterprise fund) and the fiduciary fund type
activities of the West Virginia Housing Development Fund as of June 30, 2019 and 2018, and the
respective changes in financial position and, where applicable, cash flows thereof for the years then ended
in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4 through 14, and the schedules of the proportionate share of the net
pension liability PERS, the schedules of contributions to the PERS, the schedules of changes in net OPEB
liability and related ratios — Welfare Benefit plan, the schedules of contributions to the Welfare Benefit
plan, the schedules of annual rate of return on investments — Welfare Benefit plan, the schedules of the
proportionate share of the net OPEB liability - West Virginia Public Employees Insurance Agency plan,
the schedules of contributions to the West Virginia Public Employees Insurance Agency plan, and the
accompanying notes to required supplementary information on pages 51 through 56 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Fund’s basic financial statements. The schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, and is not a required part of the basic financial statements.

The accompanying schedule of expenditures of federal awards is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to prepare
the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the accompanying schedule of expenditures of federal awards is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated August 30,
2019, on our consideration of the Fund’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the Fund’s internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the Fund’s internal

control over financial reporting and compliance.

CERTIFIED PUBLIC ACCOUNTANTS

Charleston, West Virginia

August 30, 2019, except for the
section on Other Information, for
which the date is November 25, 2019



WEST VIRGINIA HOUSING DEVELOPMENT FUND
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

INTRODUCTION

The West Virginia Housing Development Fund (the Fund) is a public body corporate with statewide responsibility for housing
and operates a wide variety of programs to provide safe and affordable housing for residents and families in the State of West
Virginia (the State). The Fund is a self-supporting agency and does not receive State appropriations for its operations. Through
June 30, 2019, the Fund has provided assistance for more than 123,000 housing or housing-related units.

The permanent staff of the Fund consists of 105 persons as of June 30, 2019, including professional staff members qualified in
the fields of accounting, finance, law, mortgage underwriting, mortgage loan servicing, secondary mortgage markets, planning,
cost estimation, construction, inspection, and housing management. The Fund provides services in these fields for its programs
as required and utilizes professional consulting services from time to time to supplement its own staff.

The Fund has 11 bond issues totaling $306,430,000 par amount outstanding under its bond resolutions. The bonds are rated
“AAA” by Standard & Poor’s Public Ratings Services (S&P) and “Aaa” by Moody’s Investors Service, Inc. (Moody’s).

The Fund’s unsecured long-term general obligation debt pledge is rated “Aaa” by Moody’s and “AAA” by S&P. The Fund is
the first and only housing finance agency ever to receive such ratings on its long-term general obligation debt pledge. These
ratings are not assigned to any particular issue of debt, but rather represent an overall credit assessment of the Fund’s long-term
general obligation pledge.!

The financial transactions of the Fund related to its various programs are reported in the enterprise fund financial statements,
which are more fully explained in the Notes to the Financial Statements. These programs consist of the General Account, Bond
Programs, Other Loan Programs, Affordable Housing Fund, Land Development Program, Bond Insurance Account, and Federal
Programs. These were established in accordance with the West Virginia Housing Development Fund Act (the Act), the bond
resolutions or at management’s discretion. The restricted net position of the Fund includes the net position of the Bond
Programs, Affordable Housing Fund, Land Development Program, Bond Insurance Account, and Federal Programs, which are
restricted by the bond resolutions, the Act, or federal regulations. The Fund reports one fiduciary type fund, the Welfare Benefit
Plan, an irrevocable trust for postemployment healthcare insurance benefits (OPEB) for the Fund’s employees. The fiduciary
fund’s activities benefit the employees of the Fund and the fiduciary fund’s resources are not available to support the various
programs of the enterprise fund.

As management of the Fund, we offer readers of the Fund’s enterprise fund financial statements the following narrative
overview and analysis of the Statements of Net Position and the Statements of Revenues, Expenses, and Changes in Fund Net
Position as of and for the years ended June 30, 2019, 2018 and 2017.

! An explanation of the Moody’s ratings may be obtained by writing to Moody’s Investors Service, Inc., 7 World Trade Center, 250 Greenwich
Street, New York, New York 10007; an explanation of the S&P ratings may be obtained by writing to Standard & Poor’s Public Ratings
Services, 55 Water Street, New York, New York 10041. There is no assurance that such ratings will be maintained for any period of time or
that such ratings will not be withdrawn or revised downward by Moody’s or S&P if, in their judgment, circumstances so warrant. Such
actions, if taken, could have an adverse effect on the market price of bonds issued by the Fund.



USING THIS REPORT

This report consists of a series of enterprise fund financial statements: the Statements of Net Position, the Statements of
Revenues, Expenses, and Changes in Fund Net Position, and the Statements of Cash Flows. These statements provide
information about the activities for each period presented.

The Fund prepares financial statements in conformity with accounting principles generally accepted in the United States of
America for state housing finance enterprise funds. The enterprise fund Statements of Net Position represent the difference
between the assets and liabilities and include all assets and liabilities using the basis of accounting described above. Over time,
increases or decreases in the net position are one indicator of whether financial status is improving, stable, or deteriorating.
There are also other factors that should be considered when reviewing the operational results, such as changes in the interest rate
environment, bond market, changes to state and federal laws governing the Fund’s programs, changes to the tax code, and the
real estate market in the State. The Statements of Revenues, Expenses, and Changes in Fund Net Position reflect revenues, such
as interest on loans, loan-servicing fees, interest on investments, fees for the administration of federal financial awards programs,
expenses, such as loan fees, program expenses, administrative expenses, and interest on outstanding debt. The Notes to the
Financial Statements provide information that is essential to fully understand the data provided in the financial statements.

FINANCIAL HIGHLIGHTS

Following is a comparison of the enterprise fund condensed Statements of Net Position at June 30:

(Dollars in thousands) 2019 2018 2017

ASSETS

Current assets $ 62,705 $ 68,416 $ 65272

Noncurrent assets:
Mortgage loans & Restricted mortgage loans, net of allowance for losses 670,827 640,514 648,321
Restricted Federal Program mortgage loans, net of allowance for losses 63,279 64,901 65,358
Restricted cash and cash equivalents 51,157 22,430 48,708
Investments & Restricted investments 69,477 75,667 81,632
Capital assets, net of depreciation 8,409 8,538 8,663
Other assets & Restricted other assets, net of allowance for losses 5,453 5,207 6,314

Total assets 931,307 885,673 924,268

DEFERRED O UTFLOWS OF RESO URCES

Deferred outflows of resources related to pension and OPEB 979 1,101 2,070
LIABILITIES
Current liabilities:
Accounts payable and other liabilities 17,968 16,244 16,044
Accrued interest payable 1,790 1,464 1,795
Bonds payable 26,940 27,280 35,715
Noncurrent liabilities:
Bonds & notes payable, net 280,178 254,324 302,056
Other liabilities 68,733 69,975 70,986
Total liabilities 395,609 369,287 426,596
DEFERRED INFLOWS OF RESO URCES
Deferred inflows of resources related to pension and OPEB 1,489 1,486 316
NET POSITION
Net investment in capital assets 8,409 8,538 8,663
Net position - Restricted 443,516 429,722 413,345
Net position - Unrestricted 83,263 77,741 77,418
TO TAL NET PO SITION $ 535,188 $ 516,001 $ 499,426

Below is additional discussion of the significant financial statement items and the changes in those items over the prior two years
due to recent events and activities of the Fund, current economic factors, and other factors affecting financial and programmatic
operations.



Current assets

The decrease of $5,711,000 (8.3%) in Current assets from 2018 to 2019 was primarily due to a decrease in cash of $9,705,000
for program disbursements, an increase of $1,466,000 in funds available for HOME program disbursements, an increase of
$920,000 in cash held for the Federal Home Loan Bank of Pittsburgh’s Home4Good program, an increase of $817,000 in the
balance of Mortgage Loans Held for Sale, and an increase in Accounts Receivable of $472,000 due from Federal program
reimbursements.

The increase of $3,144,000 (4.8%) in Current assets from 2017 to 2018 was primarily due to the receipt of $4,114,000 in cash
related to the transfer of the West Virginia Affordable Housing Trust Fund (WVAHTF) to the Fund (See Note | — Special Item -
Transfer of Operations), an increase of $1,648,000 in funds available for HOME program disbursements, a decrease of
$2,017,000 due to funds on hand at the end of fiscal year 2017 being used for bond redemptions and a decrease of $840,000 in
cash for program disbursements.

Mortgage loans & Restricted mortgage loans, net of allowance for losses

The increase of $30,313,000 (4.7%) in Mortgage loans & Restricted mortgage loans, net of allowance for losses from 2018 to
2019 was primarily due to originations of $102,218,000 exceeding repayments and loan prepayments of $67,914,000 and
foreclosures of $3,853,000.

The decrease of $7,807,000 (1.2%) in Mortgage loans & Restricted mortgage loans, net of allowance for losses from 2017 to
2018 was primarily due to repayments and loan prepayments of $74,026,000 exceeding originations of $70,020,000,
foreclosures of $4,166,000 and the transfer of $379,000 in mortgages related to the transfer of the WVAHTF to the Fund. See
Note | — Transfer of Operations.

Restricted Federal Program mortgage loans, net of allowance for losses

This line item consists of the United States Department of Housing and Urban Development’s (HUD) HOME Investment
Program (HOME) and National Housing Trust Fund (NHTF) mortgage loans. The fluctuations from year to year represent the
net of HOME and NHTF program loan originations and repayments during the years presented.

Restricted cash and cash equivalents

The increase of $28,727,000 (128.1%) in Restricted cash and cash equivalents from 2018 to 2019 was primarily due to an
$18,577,000 increase in the balance of funds available to purchase single family mortgage loans related to the timing of bond
issuances and a $9,856,000 increase due to the proceeds of long-term maturities reinvested short term.

The decrease of $26,278,000 (54.0%) in Restricted cash and cash equivalents from 2017 to 2018 was primarily due to a net
decrease in the balance of funds available to purchase single family mortgage loans related to the timing of bond issuances.

Investments & Restricted investments

The fluctuations in Investments and Restricted investments from year to year is the net effect of investment purchases,
redemptions, maturities and amortization and the change in fair value of investments as required by governmental accounting
standards. Certain investments are required to be recorded at fair value and the unrealized gains or losses to be reported in the
enterprise fund Statements of Revenues, Expenses and Changes in Fund Net Position.

The following summary illustrates the changes in Investments & Restricted investments as of June 30:

(Dollars in thousands) 2019 2018 2017

Balance at beginning of fiscal year $ 75,667 $ 81,632 $ 93,506
Sales and maturities (7,881) (33,730) (44,318)
Purchases - 30,438 35,995
Increase (Decrease) in fair value of investments and amortizations 1,691 (2,673) (3,551)

Balance at end of fiscal year $ 69,477 $ 75,667 $ 81,632




Capital assets, net of depreciation See Note A — Capital assets, net of depreciation

The decrease of $129,000 (1.5%) from 2018 to 2019 was due to depreciation of the Fund’s office building, equipment, and
software in the amount of $483,000, net of purchases of $354,000.

The decrease of $125,000 (1.4%) from 2017 to 2018 was due to depreciation of the Fund’s office building, equipment, and
software in the amount of $399,000, net of purchases of $274,000.

Other assets and Restricted other assets, net of allowance for losses

The increase of $246,000 (4.7%) in Other assets and Restricted other assets, net of allowance for losses from 2018 to 2019 was
primarily due to a $510,000 increase in foreclosed properties, an increase of $443,000 due from Federal program
reimbursements and a $687,000 decrease in land owned.

The decrease of $1,107,000 (17.5%) in Other assets and Restricted other assets, net of allowance for losses from 2017 to 2018
was primarily due to a decrease of $840,000 in foreclosed properties and an increase of $362,000 in allowance for loan loss.

Deferred outflows of resources related to pension and OPEB and Deferred inflows of resources related to pension and OPEB
See Note A — Accounting methods

Deferred outflows and inflows of resources are directly related to the activity described in Note F — Retirement Plan to the
financial statements in accounting for the changes in the Fund’s proportionate share of the West Virginia Public Employees
Retirement System’s net pension liability and in Note H — Other Postemployment Benefits to the financial statements in
accounting for the changes in the Fund’s net OPEB liability.

Accounts payable and other liabilities

The increase of $1,724,000 (10.6%) in Accounts payable and other liabilities from 2018 to 2019 was primarily due to an
increase of $920,000 in cash held on behalf of the Federal Home Loan Bank of Pittsburgh to be used for its Home4Good
program, an increase of $510,000 in tax and insurance accounts held on behalf of the Fund’s various mortgagors, and an
increase of $138,000 in accrued expenses at year-end.

The increase of $200,000 (1.2%) in Accounts payable and other liabilities from 2017 to 2018 was primarily due to an increase
of $366,000 in accrued expenses at year-end and a decrease of $146,000 in tax and insurance accounts held on behalf of the
Fund’s various mortgagors.

Bonds and notes payable, current and noncurrent

As illustrated in the following schedule, the changes in Bonds and notes payable were due to the early redemption or refunding
of bonds, scheduled debt service payments, and new bonds and notes issued. The changes in the balance of bonds and notes
payable and interest rates generally account for the fluctuations in Accrued interest payable in 2019 and 2018. See Note D —
Bonds & Notes payable, current and noncurrent.

(Dollars in thousands) 2019 2018 2017
Balance at beginning of the fiscal year
Bonds payable - current $ 27,280 $ 35,715 $ 33,975
Bonds payable - noncurrent 254,324 302,056 329,905
Debt issued: ~ Housing Finance Bonds 60,000 - 39,505
Other Loan Programs note payable - 250 250
Debt paid: Scheduled debt service (23,553) (28,241) (27,196)
Early redemptions and refundings (10,915) (28,195) (38,495)
Amortization of bond premiums - - (173)
Other Loan Programs note payable allowance for losses (18) 19 -
Balance at end of the fiscal year $ 307,118 $ 281,604 $ 337,771
Bonds payable - current $ 26,940 $ 27,280 $ 35,715
Bonds & notes payable - noncurrent 280,178 254,324 302,056
Total bonds & notes payable $ 307,118 $ 281,604 $ 337,771
() See Note D - Bonds Payable




Other liabilities

The decrease of $1,242,000 (1.8%) in Other liabilities from 2018 to 2019 was due to a decrease in the net pension liability of
$649,000, a decrease in the net OPEB liability of $251,000, and a decrease of $342,000 due to Federal Program mortgage
repayments and prepayments exceeding mortgage loan originations.

The decrease of $1,011,000 (1.4%) in Other liabilities from 2017 to 2018 was due to a decrease in the net pension liability of
$1,878,000, See Note F — Retirement Plan, an increase in the net OPEB liability of $279,000 related to the adoption of GASB
Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. See Note H — Other
Postemployment Benefits and an increase of $587,000 due to Federal Program mortgage loan originations exceeding repayments
and prepayments.

Total Net Position improved by $16,575,000 (3.3%) from June 30, 2017 to June 30, 2018. From June 30, 2018 to June 30, 2019,
Total Net Position improved by $19,187,000 (3.7%) as the enterprise fund net position improved to $535,188,000 at June 30,
2019.

Following is a comparison of condensed enterprise fund Statements of Revenues, Expenses, and Changes in Fund Net Position
for the fiscal years ended June 30:

(Dollars in thousands) 2019 2018 2017
REVENUES
Interest on loans $ 30,212 $ 29,676 $ 31,106
Pass-through grant revenue 70,445 69,164 72,124
Fee revenue 8,143 6,774 6,905
Net investment earnings (non-operating) 6,241 877 (82)
Other 1,319 1,439 1,416
Total Revenues 116,360 107,930 111,469
EXPENSES
Pass-through grant expense 70,445 69,164 72,124
Interest and debt expense (non-operating) 9,427 9,573 10,686
Loan fees expense 4,014 3,676 3,538
Program expenses, net 3,618 2,357 3,547
Administrative expenses, net 9,669 9,946 10,685
Total Expenses 97,173 94,716 100,580
INCOME BEFO RE SPECIAL ITEM 19,187 13,214 10,889
SPECIAL ITEM - Transfer of operations ® - 4,469 -
CHANGEIN NET POSITION 19,187 17,683 10,889
NET POSITION AT BEGINNING OF YEAR 516,001 499,426 488,537
CUMULATIVE EFFECT OF ADOPTION OF ACCOUNTING PRINCIPLE @ _ (1,108) _
NET POSITION AT BEGINNING OF YEAR, AS RESTATED 516,001 498,318 488,537
NET POSITION AT END OF YEAR $ 535,188 $ 516,001 $ 499,426
() See Note | - Special item - transfer of operations
@ Restated for implementation of GASB 75

Interest on loans

The increase in Interest on loans of $536,000 (1.8%) from 2018 to 2019 was primarily due to an increase in mortgage loan
balances from the prior year.

The decrease of $1,430,000 (4.6%) from 2017 to 2018 was primarily due to a decrease in mortgage loan balances from the
prior year as well as a decrease in the average mortgage loan rate.



Pass through grant revenue and Pass through grant expense

This line item represents federal funds received and disbursed to sub-recipients under Federal Programs.

The increase of $1,281,000 (1.9%) from 2018 to 2019 was primarily due to an increase of $2,004,000 in Section 8 Housing
Assistance Payments Program disbursements, an increase of $782,000 in National Housing Trust Fund disbursements and a
decrease of $1,506,000 in HOME disbursements.

The decrease of $2,960,000 (4.1%) from 2017 to 2018 was primarily due to a decrease in HOME disbursements of $4,303,000,
an increase of $925,000 in National Housing Trust Fund disbursements and an increase of $417,000 in Section 8 Housing
Assistance Payments Program disbursements.

Fee revenue

The increase of $1,369,000 (20.2%) in Fee revenue from 2018 to 2019 was primarily due to an increase of $974,000 in
Affordable Housing Fund fees earned related to the transfer of the WVAHTF to the Fund at the end of fiscal year 2018, a net
increase of $303,000 in mortgage loan processing fees, and an increase of $68,000 in Low-Income Housing Tax credit fees
earned.

The decrease of $131,000 (1.9%) in Fee revenue from 2017 to 2018 was due to a decrease of $88,000 in Low-Income Housing
Tax Credit fees earned, a decrease of $32,000 in Section 8 fees earned and a net decrease of $6,000 in mortgage loan processing
fees.

Net investment earnings

Net investment earnings increased $959,000 (1,169.5%) from 2017 to 2018 and increased $5,364,000 (611.6%) from 2018 to
2019 in the comparison of revenues and expenses above. However, Net investment earnings include unrealized gains and losses
in the fair market value of investments for each of the fiscal years presented as required by United States Generally Accepted
Accounting Principles (US GAAP). As shown in the schedule below, investment earnings, adjusted for the unrealized gains or
losses, increased 6.5% from 2017 to 2018 and increased 39.9% from 2018 to 2019 due to higher cash and investment balances
and increases in rates throughout the year.

(Dollars in thousands) June 30,
2019 2018 2017
Net investment income per operating statement $ 6,241 $ 877 $ (82)
Adjustments for unrealized (gain) loss on fair value of securities (1,493) 2,518 3,270
Interest earned on investments $ 4,748 $ 3,395 $ 3,188
% Increase from prior year 39.9% 6.5%

Other revenues

The decrease of $120,000 (8.3%) in Other revenues from 2018 to 2019 was primarily due to a decrease in gains on sale of
mortgage loans of $125,000.

The increase of $23,000 (1.6%) in Other revenues from 2017 to 2018 was primarily due to an increase in gains on sale of
mortgage loans of $50,000, net of a decrease of $16,000 in gains on sale of foreclosed properties.

Interest and debt expense

The $146,000 (1.5%) decrease in Interest and debt expense from 2018 to 2019 was primarily due to the timing of $60,000,000 in
bond issuances during 2019, $34,468,000 in bond redemptions and debt service and a decrease in the average interest rate of
bonds outstanding.

The $1,113,000 (10.4%) decrease in Interest and debt expense from 2017 to 2018 was primarily due to $56,436,000 in bond
redemptions and debt service and no bond issuance during 2018.




Loan fees expense

The $338,000 (9.2%) increase in Loan fees expense from 2018 to 2019 was primarily due to an increase in loan originations,
which resulted in an increase in loan origination fees of $297,000 and an increase in service fees on loans of $35,000.

The $138,000 (3.9%) increase in Loan fees expense was primarily due to an increase in loan origination fees of $255,000, which
was a result of an increase in the fee paid to lenders to originate a loan and an increase in the number of loan originations, a
decrease in service fees on loans of $63,000 and a decrease in service release fees of $58,000.

Program expenses, net

The $1,261,000 (53.5%) increase in Program expenses, net from 2018 to 2019 was primarily due to an increase of $704,000 in
cost of issuance expenses, a $360,000 increase in bad debt expense, an increase of $279,000 in Affordable Housing Fund
disbursements, a $273,000 increase in Special Needs disbursements, a $216,000 decrease in losses on sale of foreclosed
properties, and a decrease of $194,000 in servicing expenses.

The $1,190,000 (33.5%) decrease in Program expenses, net from 2017 to 2018 was primarily due to a $410,000 decrease in
Special Needs disbursements, a $383,000 decrease in cost of issuance expenses, a $260,000 decrease in bad debt expense and a
$137,000 decrease in losses on sale of foreclosed properties.

Administrative expenses, net

The $277,000 (2.8%) decrease in Administrative expenses, net from 2018 to 2019 was primarily due to an increase of $401,000
in various administrative reimbursements, an increase of $371,000 in salary expenses, an increase in computer-related expenses
of $60,000, a decrease in OPEB related expenses of $58,000 and a net decrease in the expense related to the Fund’s
proportionate share of the net pension liability of $246,000.

The $739,000 (6.9%) decrease in Administrative expenses, net from 2017 to 2018 was primarily due to a decrease in OPEB
related expenses of $501,000, a net decrease in the expense related to the Fund’s proportionate share of the net pension liability
of $252,000, an increase of $96,000 in various administrative reimbursements and an increase of $128,000 in salary expenses
due to vacant positions from fiscal year 2017 hired in fiscal year 2018.

OVERVIEW OF THE ENTERPRISE FUND FINANCIAL STATEMENTS
Mortgage Lending

The Fund’s Bond Programs are the core-housing programs and the primary source of income for the Fund. Various economic and
regulatory factors such as prevailing economic conditions, mortgage interest rates, investment rates, the demand for housing, the cost of
housing and of operating housing programs, the volume of mortgage lending activity in the State and other factors affecting the supply
of housing in the State can create significant challenges for the Fund in both the Bond Programs and its overall operations.

Since the onset of the housing crisis in 2009, the Fund’s single family mortgage loan originations have declined due to several related
factors. During this time, conventional mortgage rates have been comparable to the Fund’s tax-exempt bond mortgage rates reducing
the Fund’s traditional competitive edge of mortgage rates. In addition, lending guidelines have been more restrictive, preventing many
borrowers from qualifying for home mortgage loans. Record low interest rates have also contributed to a large number of borrowers
refinancing their Bond Program loans. Mortgage loan balances and continued loan originations are key elements to future earnings
potential.
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The Bond Programs mortgage loan balances decreased from fiscal year 2017 through fiscal year 2019 as follows:

(Dollars in thousands)
June 30,
2019 2018 2017

Beginning Balance $ 566,031 $ 575,325 $ 597,007

Repayments/Prepayments (53,884) (59,425) (65,361)

Foreclosures (3,746) (3,735) (4,857)

Originations 77,922 53,866 48,536
Ending Balance $ 586,323 $ 566,031 $ 575,325
% Increase (Decrease) from prior year 3.6% (1.6%)

The Fund’s single family Bond Program loans consist of 30-year fixed rate loans and no sub-prime loans. The median income of Fund
single family borrowers is $48,672 as of June 30, 2019. This income level tends to be impacted quicker than an average borrower
during economic declines. Despite the economic downturn in the State, the Fund has not seen a significant increase in foreclosures and
delinquencies. For the years 2017 through 2019 the Fund’s single family foreclosure and delinquency rates have remained stable. The
Fund will continue to monitor delinquencies and increase communication with borrowers through monthly statements to control
delinquencies where possible and/or modify loans as borrowers deal with unemployment.

Delinquency Rates
WYV Housing Development Fund Wy US A*
As of June 30, As of
2019 2018 2017 March 31, 2019
Months Past Due
One 3.57% 3.58% 3.94% 3.21% 2.27%
Two 1.05% 1.16% 1.11% 0.96% 0.73%
Three 0.35% 0.44% 0.46% 1.17% 1.04%
Three + 1.40% 1.44% 1.66% 2.10% 1.96%
In foreclosure 0.32% 0.29% 0.26% 0.93% 0.92%
*Most current data available.

In response to the increased demand for affordable rental housing, the Fund is increasing its financing of both construction and
permanent financing of multi-family rental housing. Resources for this initiative are provided from Other Loan Programs, HOME and
the National Housing Trust Fund and the Low-Income Housing Tax Credit Program. Permanent loans financed from Other Loan
Programs often carry United States Department of Agriculture (USDA) 538 loan guarantees. The Fund expects to continue its focus on
financing rental housing into fiscal 2020 and future years.

Multi-family Lending Program
($ in thousands)
$35,000
$30,000 — |
$25,000 | .

@ Construction
$20,000 - Disbursements
$15,000 | OPermanent Loan Balance
$10,000 |

$-
2017 2018 2019
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Interest rates on new single family bond loans originated in fiscal year 2019 have averaged approximately 4.72%. Interest rates on new
multi-family permanent loans originated in fiscal year 2019 have averaged approximately 4.50%. Due to lower interest rates on new
single family loan originations and the prepayment of higher interest single family and multi-family loans, the average interest rate on
loans outstanding has declined. The average loan interest rate listed below shows the average for fiscal years 2017 through 2019.

Average Loan Interest Rate

June 30,2017 4.68%
June 30,2018 4.64%
June 30,2019 4.54%

Investments

The Fund invests cash, not required for immediate disbursement, as permitted by the Act, the bond resolutions, and the Board approved
Investment Policy. Funds related to the Bond Programs capital reserves and the Bond Insurance Account are primarily invested in long-
term United States agency securities and FDIC insured certificates of deposit or collateralized certificates of deposit, which are
expected to be held to maturity. Certain funds in the Bond Insurance Account and general operating funds are invested in mortgage
loans held solely for investment. The interest earnings on these investment types are less affected by the fluctuation in short-term
interest rates. However, as these long-term securities mature or are called, the Fund’s long-term average rates are decreasing due to
lower yield opportunities for the reinvestment of these funds.

Loan proceeds and revenues of the Bond Programs, Other Loan Program, and operating funds are primarily on deposit with a bank,
invested in FDIC insured certificates of deposit or collateralized certificates of deposit. All bank deposits are either FDIC insured or
collateralized by permitted investments. The remaining funds are on deposit with the West Virginia Board of Treasury Investments
(WVBOTI). Such funds are extremely sensitive to short-term interest rate fluctuations.

As shown in the following chart, the average investment rates for short-term investments and the WVBOTT have been consistent with
the Federal Funds rate and remained at a historical low of 0.00% to 0.25% from 2012 through 2015. During fiscal year 2016, the
Federal Reserve increased the federal funds rate ranging from 0.25% to 0.50% and continued to increase the rate six additional times
during fiscal year 2017 and fiscal year 2018 ranging from 1.00% to 2.00%. During fiscal year 2019, the Federal Reserve increased the
rate two additional times to the current rate ranging from 2.00% to 2.50%. Due to market conditions, the Fund invests in demand
deposit accounts, FDIC insured certificates of deposit and in collateralized certificates of deposit to maximize investment yields and
preserve principal.

Investment earnings increased 6.5% from 2017 to 2018, net of unrealized gains or losses, and increased 39.9% from 2018 to 2019, net
of unrealized gains or losses. The increase in 2019 was primarily due to higher cash and investment balances and increases in rates

throughout the year.

Below is a summary of the average investment rates from June 2012 to June 2019:

Average Investment Rates and Investment Income
Fiscal Years 2012-2019
(% in thousands)

5.00% $5,000
4 509% - —_— M,Sﬂﬂ 2o
,,a/‘// —#—Long-Term Securities
4.00% A S $4.000
o /,r”
3.50% —a = $3.500 &'
% —&— WV Board of Treasury
3.00% $3.000 E Investments
wy
£ 250% " $2.500 B
4 ﬁ e —m—Federal Funds Rate
2.00% //;/ $2.000 7
o
150% $1.500 B
A// Investment Income
1.00% /‘/ $1.000
0.50% $500
¢ 00% +—F———t——— f”./., . ; ; 5

2012 2013 2014 2015 2016 2017 2018 2019

12



Debt Management

The Fund issues qualified mortgage revenue bonds to fund its single family Bond Programs. When bonds are issued, the initial
proceeds are invested in short-term investments until the funds are used for the purchase of mortgage loans. Because short-term
investment rates are typically lower than the long-term bond rates, this creates negative arbitrage. To reduce this negative arbitrage, the
Fund delays the issuance of new bonds until absolutely necessary. The Fund sometimes uses general operating funds as a warehouse
line to purchase new loans in anticipation of bond sales.

When bonds are issued from the bond volume allocation, known as “new money” bonds, certain repayments and prepayments of
mortgage loans made from these proceeds may be “recycled” into additional mortgage loans for ten years. The Fund uses recycling to
supplement its bond issues by using prepayments for additional mortgage loans instead of issuing debt.  If the market interest rates on
mortgages are lower than the corresponding bond rates, the Fund may redeem bonds in lieu of recycling. However, if mortgage rates
are higher than the corresponding bond rates the Fund may redirect prepayments into additional mortgage loans in lieu of redeeming
bonds. Moving forward into fiscal year 2020 the Fund expects to continue to recycle mortgage loan repayments from its bond issues
when it is economically prudent to do so.

The Fund’s Movin’ Up program is a long-term strategy intended to be a self-funding lending program as an alternative to dependency
on the bond market and a method of assisting moderate income borrowers. The program is designed to attract a market to our single
family loan program and provide a long-term increase in our mortgage loan balances. Unlike other single family bond programs the
Fund offers, the Movin’ Up Program does not have a first time homebuyer restriction and has significantly higher income limits
than other single family programs offered. Its target market is for moderate income buyers who may have outgrown their current
homes and want to move up to a larger home and provides the borrower with down payment and closing cost assistance.

During fiscal years 2017, 2018 and 2019, the Fund redeemed or refunded $38,495,000, $28,195,000 and $10,915,000 in bonds,
respectively. In addition, 2017 redemptions included the refunding of bonds in the amount of $14,505,000. There were no bonds
refunded in 2018 or 2019. By actively redeeming bonds, the Fund has offset the impact of reduced mortgage loan balances and
rates.

Debt expense was $10,686,000, $9,573,000 and $9,427,000 in fiscal years 2017, 2018 and 2019, respectively. Debt expense decreased
in 2018 as compared to 2017 due to lower bond balances as a result of redemptions exceeding new debt issuances and interest savings
resulting from refundings of high rate bonds in 2017. Debt expense decreased in 2019 as compared to 2018 due to $34,468,000 in bond
redemptions and debt service, a decrease in the average interest rate of bonds outstanding and the timing of $60,000,000 in bond
issuances during 2019.

By actively redeeming bonds, the Fund continues to offset the impact of reduced mortgage loan balances and rates. The following chart
illustrates early bond redemptions, debt expense and bonds outstanding in the Bond Programs.

Bond Programs
Early Redemptions, Debt Expense and Bonds Outstanding
Fiscal Years 2012-2019
($ in thousands)
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Other

The Fund services all of its outstanding mortgage loans and services loans on behalf of Fannie Mae, Freddie Mac, the West
Virginia Jobs Investment Trust and various non-profit organizations. The Fund is the largest loan servicer in the State with
serviced loans of $1.2 billion. Servicing fee income in the amount of $2,972,000 represents 6.47% of the Fund’s total
revenues, net of pass through grant revenue, for the fiscal year ended June 30, 2019.

OVERVIEW OF THE FIDUCIARY FUND FINANCIAL STATEMENTS

The Fund has one fiduciary fund, the Welfare Benefit Plan, which is an irrevocable trust for postemployment healthcare
benefits for employees. These funds are not available to support the Fund’s enterprise activities. The accounting used for
fiduciary funds is much like that used for enterprise funds.

Net position restricted for other postemployment benefits improved by $11,000 (.2%) from June 30, 2017 to June 30, 2018.
From June 30, 2018 to June 30, 2019, Net position restricted for other postemployment benefits improved by $141,000
(2.6%) to $5,585,000 at June 30, 2019.

The fiduciary fund financial statements can be found on pages 18 and 19 of this report and the Welfare Benefit Plan is
discussed in greater detail in Note H — Postemployment Healthcare Plan.

CONTACTING THE FUND’S FINANCIAL MANAGEMENT

The above financial highlights are designed to provide a general overview of the Fund’s operations and insight into the
following financial statements. Additional information may be requested by contacting the Executive Director, West Virginia
Housing Development Fund, at 5710 MacCorkle Ave. SE, Charleston, WV 25304, or may be found on our website at
www.wvhdf.com.

14



WEST VIRGINIA HOUSING DEVELOPMENT FUND
PROPRIETARY FUND TYPE - ENTERPRISE FUND
STATEMENTS OF NET POSITION

(Dollars in Thousands)

ASSETS
Current assets:
Cash and cash equivalents-- (Notes A and C)
Accrued interest on loans
Accounts receivable and other assets, net of allowance for losses-- (Note A)
Mortgage loans held for sale-- (Note A)
Restricted cash and cash equivalents-- (Notes A and C)
Restricted accrued interest on loans
Restricted accrued interest on investments

Total current assets

Noncurrent assets:
Mortgage loans, net of allowance for losses-- (Note A)
Capital assets, net of depreciation-- (Note A)
Restricted cash and cash equivalents-- (Notes A and C)
Restricted investments-- (Notes A and C)
Restricted mortgage loans, net of allowance for losses-- (Note A)

Restricted other assets, net of allowance for losses-- (Note A)
Total noncurrent assets

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows of resources related to pension and OPEB-- (Notes A, F and H)

LIABILITIES

Current liabilities:
Accounts payable and other liabilities-- (Note A)
Accrued interest payable
Bonds payable-- (Note D)

Total current liabilities

Noncurrent liabilities:
Other liabilities-- (Notes A, F and H)
Bonds & notes payable-- (Note D)

Total noncurrent liabilities

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources related to pension and OPEB-- (Notes A, F and H)

NET POSITION
Restricted for debt service
Restricted by state statute
Net investment in capital assets

Unrestricted

Total net position

The accompanying notes to financial statements are an integral part of these statements.
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13,239
413
1,761
817
43,413
2,342
720

62,705

68,601
8,409
51,157
69,477
665,505
5,453

868,602

931,307

979

17,968
1,790
26,940

46,698

68,733
280,178

348,911

395,609

1,489

369,969
73,547
8,409
83,263

535,188

June 30,
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21,097
312
939

43,095
2,289
684

68,416

58,106
8,538
22,430
75,667
647,309
5,207

817,257

885,673

1,101

16,244
1,464
27,280

44,988

69,975
254,324

324,299

369,287

1,486

357,312
72,410
8,538
77,741

516,001



WEST VIRGINIA HOUSING DEVELOPMENT FUND
PROPRIETARY FUND TYPE - ENTERPRISE FUND
STATEMENTS OF REVENUES, EXPENSES, AND
CHANGES IN FUND NET POSITION

(Dollars in Thousands)

OPERATING REVENUES
Interest on loans
Pass-through grant revenue-- (Note A)
Fee revenue-- (Note A)
Other-- (Note A)

OPERATING EXPENSES
Pass-through grant expense-- (Note A)
Loan fees expense-- (Note A)

Program expenses, net-- (Note A)
Administrative expenses, net-- (Note A)

OPERATING INCOME

NON-OPERATING - FINANCING AND
INVESTING (EXPENSES) REVENUES
Investment earnings:
Interest
Net decrease (increase) in the fair value of investments

Net investment earnings
Interest and debt expense

INCOME BEFORE SPECIAL ITEM

SPECIAL ITEM
Transfer of operations--(Note 1)

CHANGE IN NET POSITION

NET POSITION AT BEGINNING OF YEAR

NET POSITION AT END OF YEAR

The accompanying notes to financial statements are an integral part of these statements.
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Year Ended
June 30,
201

30,212
70,445
8,143
1,319

110,119

70,445
4,014
3,618
9,669

87,746

22,373

4,748
1,493

6,241
(9,427)

(3,186)

19,187

19,187

516,001

535,188

2018

29,676
69,164
6,774
1,439

107,053

69,164
3,676
2,357
9,946

85,143

21,910

3,395

(2,518)

877
(9,573)

(8,696)

13,214

4,469

17,683

498,318

516,001



WEST VIRGINIA HOUSING DEVELOPMENT FUND
PROPRIETARY FUND TYPE - ENTERPRISE FUND
STATEMENTS OF CASH FLOWS

(Dollars in Thousands)

Year Ended
June 30,
2019 2018
CASH FLOWS USED IN OPERATING ACTIVITIES
Receipts from lending activities $ 103,495 $ 110,039
Receipts from other operating activities 9,405 8,185
Receipts from escrows and advance activities ‘" 72,596 73,643
Disbursements from escrows and advance activities " (71,209) (73,825)
Receipts for federal lending activities 2,664 4,347
Receipts for federal activities 65,438 63,434
Disbursements for federal activities (65,438) (63,433)
Purchase of mortgage loans (105,815) (74,823)
Purchase of mortgage loans held for sale (29,716) (38,387)
Sales of mortgage loans 28,899 38,503
Payments to employees for salaries and benefits (6,681) (7,092)
Payments to vendors (11,047) (8,053)
Net cash (used in) provided by operating activities (7,409) 32,538
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Net proceeds from bonds and notes 60,000 250
Retirement of bonds and notes (34,468) (56,436)
Interest paid (9,101) (9,904)
Special item - transfer of operations @ - 4114
Net cash provided by (used in) noncapital financing activities 16,431 (61,976)
CASH FLOWS USED IN CAPITAL AND
RELATED FINANCING ACTIVITIES
Purchase of equipment and furnishings (323) (274)
Net cash used in capital and related financing activities (323) (274)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from maturities of investments 7,881 33,730
Purchase of investments - (30,438)
Net investment earnings 4,607 3,474
Net cash provided by investing activities 12,488 6,766
Net increase (decrease) in cash and cash equivalents 21,187 (22,946)
Cash and cash equivalents at beginning of year 86,622 109,568
Cash and cash equivalents at end of year $ 107,809 $ 86,622
Cash and cash equivalents consist of:
Cash and cash equivalents $ 13,239 $ 21,097
Restricted cash and cash equivalents - current 43,413 43,095
Restricted cash and cash equivalents - noncurrent 51,157 22,430
$ 107,809 $ 86,622

(M See Note A, Restricted cash and cash equivalents

@ See Note I, Special item - transfer of operations

The accompanying notes to financial statements are an integral part of these statements.

17



WEST VIRGINIA HOUSING DEVELOPMENT FUND
PROPRIETARY FUND TYPE - ENTERPRISE FUND
STATEMENTS OF CASH FLOWS (CONTINUED)
(Dollars in Thousands)

Reconciliation of operating income to net cash
(used in) provided by operating activities:

Operating income

Adjustments to reconcile operating income to net cash

provided by operating activities:

Pension expense

OPEB expense (credit)

Change in assets and liabilities:

Accrued interest on loans
Mortgage loans held for sale
Other assets
(Recovery of) Allowance for losses on other assets
Restricted accrued interest on loans
Restricted other assets
Allowance for (recovery of) losses on restricted other assets
Mortgage loans
Allowance for losses on mortgage loans
Restricted mortgage loans
Allowance for losses on restricted mortgage loans
Accounts payable
Other liabilities, Federal Programs
Deferred outflows of resources - pension and OPEB contributions
Other liabilities, OPEB

Net cash (used in) provided by operating activities

Noncash investing and financing activities:
Increase (Decrease) in fair value of investments
Net amortization of premiums/discounts on investments
Transfer of operations--(Note 1)
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WEST VIRGINIA HOUSING DEVELOPMENT FUND
FIDUCIARY FUND TYPE - WELFARE BENEFIT PLAN
STATEMENTS OF FIDUCIARY NET POSITION
(Dollars in Thousands)

ASSETS
Restricted cash and cash equivalents
Restricted accrued interest on investments

Restricted investments:
U.S. Treasury securities
Certificates of deposit

Total restricted investments

Total restricted assets

LIABILITIES
Current liabilities:
Accounts payable and other liabilities

Total current liabilities

Total liabilities

NET POSITION RESTRICTED FOR OTHER
POSTEMPLOYMENT BENEFITS

The accompanying notes to financial statements are an integral part of these statements.
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WEST VIRGINIA HOUSING DEVELOPMENT FUND
FIDUCIARY FUND TYPE - WELFARE BENEFIT PLAN
STATEMENTS OF CHANGES IN FUDICIARY NET POSITION
(Dollars in Thousands)

Year Ended
June 30,

[
=
\o
[
it
[

ADDITIONS
Contributions - Employer $ 311 $ 228
Investment income:
Interest 118 85
Net increase (decrease) in fair value of investments 54 39)
Net investment income 172 46
Total additions 483 274
DEDUCTIONS
Benefits 311 228
Administrative expenses 31 35
Total deductions 342 263
NET INCREASE IN NET POSITION 141 11

NET POSITION RESTRICTED FOR OTHER
POSTEMPLOYMENT BENEFITS

BEGINNING OF YEAR 5,444 5,433
END OF YEAR $ 5,585 $ 5,444

The accompanying notes to financial statements are an integral part of these statements.
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WEST VIRGINIA HOUSING DEVELOPMENT FUND
NOTES TO FINANCIAL STATEMENTS, AN INTEGRAL PART OF THE FINANCIAL STATEMENTS
June 30, 2019

NOTE A - AGENCY DESCRIPTION AND SIGNIFICANT ACCOUNTING POLICIES

The West Virginia Housing Development Fund (the Fund) is a governmental instrumentality of the State of West
Virginia (the State) and a public body corporate, created under the provisions of Article 18, Chapter 31 of the Code of
West Virginia, 1931, as amended, and known as the West Virginia Housing Development Fund Act (the Act). Under
the Act, the Fund’s corporate purposes primarily relate to providing various housing programs. The Fund can also
finance non-residential projects as defined in the Act.

The Fund is governed by a Board of Directors consisting of the Governor, Attorney General, Commissioner of
Agriculture, and Treasurer of the State, all of whom serve ex-officio as public directors, and seven members, chosen by
the Governor with the advice and consent of the State Senate, as private directors from the general public residing in the
State. The Act, as amended in January 2005, designates the Governor or his or her designee as the Chair of the Board
of Directors. Furthermore, this amendment provides that the Governor shall appoint the Executive Director, with the
advice and consent of the State Senate, and that the Executive Director will serve at the Governor’s will and pleasure.

The Fund receives no appropriations from the State; however it is included as a discretely presented component unit of
the primary government in the State’s Comprehensive Annual Financial Report. The reporting entity for the Fund
includes its Enterprise Fund and Welfare Benefit Plan. In defining the Fund for financial reporting purposes,
management considered all potential component units. Based on the criteria of accounting principles generally accepted
in the United States, the Fund has one component unit, the Welfare Benefit Plan, an irrevocable trust for postemployment
healthcare insurance benefits provided to the Fund’s employees. The Fund’s financial statement presentation includes
the Welfare Benefit Plan as a fiduciary fund.

The various programs of the Fund consist of the General Account, the Bond Programs, Other Loan Programs, Affordable
Housing Fund, Land Development Program, Bond Insurance Account, and Federal Programs.

The General Account includes the results of the Fund’s loan servicing operations, administrative expenses of the Fund’s
operations, operations of the Fund’s building and fee income related to the administration of the Section 8 Housing
Assistance Payments Programs (HAPs Program) and the Low-Income Housing Tax Credit Program.

The Bond Programs include the activities of the single family bond programs under the Housing Finance Bond Program
and the General New Issue Bond Program resolutions, the purpose of which is to provide affordable housing throughout
the State. Assets and revenues of the Bond Programs are restricted, subject to the provisions of the bond resolutions,
and are available for other purposes only to the extent they are not required to meet specified reserve and funding
provisions of the resolutions.

Other Loan Programs include the Downpayment and Closing Cost Assistance Program, Secondary Market Program,
Leveraged Loan Program, Mini-Mod Renovation Program, Flood Program, Demolition Program, Home Emergency
Loan Program, Low-Income Assisted Mortgage Program, On-Site Septic Systems Loan Program, New Construction
Financing Program and the Special Assistance Lending Program, all of which have been financed from the general
reserves of the Fund.

The Affordable Housing Fund was created by the State Legislature in 2018 through the transfer of operations of the
West Virginia Affordable Housing Trust Fund (WVAHTF) to the Fund effective June 8, 2018. The Legislation maintains
those funds for its original purpose in support of much-needed affordable housing. The Affordable Housing Fund’s
purpose is to provide funding for both technical assistance and housing assistance to non-profits and government entities
to encourage stronger partnerships, collaboration and greater involvement of local communities in meeting housing
needs in the State. The Affordable Housing Fund receives a fee of twenty dollars on the transfer of real property and on
the sale of factory-built homes by licensed dealers and is restricted by State statute. The transfer fees are required to be
set aside in a special purpose account for the sole purpose of continuing the activities of the WVAHTF for the sole
benefit of governments, 501(c)(3) non-profits and public housing authorities.

The Land Development Program was established by the Act in 1973 with a $2,000,000 appropriation from the State
Legislature from which the Fund can make below-market interest rate loans to developers to acquire and improve land
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for residential housing and non-residential construction. The Land Development Program includes the West Virginia
Property Rescue Initiative Program and is restricted by State statute.

The Bond Insurance Account was created by the Act as a special trust fund within the State Treasury designated as the
“Mortgage Finance Bond Insurance Fund”, and was established to provide for the payment of principal and interest in
the event of default by the Fund on “Mortgage Finance Bonds,” as defined in the Act. The Bond Insurance Account is
restricted by State statute and is under the supervision of the West Virginia Municipal Bond Commission (the “Bond
Commission”). The Bond Insurance Account is included in the Fund’s financial statements but is kept separate and
apart from all other accounts of the Fund, the Bond Commission, and the State. Both the Housing Finance Bond Program
and the General New Issue Bond Program are considered Mortgage Finance Bonds.

Federal Programs include the United States Department of Housing and Urban Development’s (HUD) HOME
Investment Program (HOME), National Housing Trust Fund (NHTF), Tax Credit Assistance Program (TCAP), HAPs
Program, and the U.S. Treasury’s Tax Credit Exchange Program (TCEP) for which the Fund acts as program
administrator. These programs are funded solely through federal monies and are restricted by Federal regulations.

Accounting methods: The accounting policies of the Fund conform to accounting principles generally accepted in the
United States and to accounting principles for state housing finance agency enterprise funds. The various programs were
established in accordance with the Act, the bond resolutions, or at management’s discretion. The financial statements
of the enterprise fund and the fiduciary fund are prepared using the flow of economic resources measurement focus and
the accrual basis of accounting, which requires recognition of revenue when earned and expenses when incurred.

Estimates — Certain estimates and assumptions are required by management in the preparation of the financial statements
in accordance with accounting principles generally accepted in the United States (US GAAP). The significant estimates
and assumptions are those required in the determination of the allowance for losses for the following items: accounts
receivable and other assets, mortgage loans, restricted mortgage loans, and restricted other assets. Actual results in the
near-term could differ significantly from those estimates.

Cash and cash equivalents: The Fund considers all highly liquid investments with an original maturity of three months
or less to be cash equivalents. This includes cash, certificates of deposit, short-term agency notes, and certain deposits
with the West Virginia Board of Treasury Investments (WVBOTTI).

Accounts receivable and other assets, net of allowance for losses include accounts receivables, land for housing purposes
and foreclosed properties, net of an allowance for estimated probable declines in net realizable value.

(Dollars in thousands) June 30, 2019 June 30, 2018

Balance Allowance Net Balance Allowance Net

Accounts receivable and other Assets:

Accounts receivable $ 1,370 $ 6) $ 1,364 $ 847  $ 7)) $ 840
Land 117 (58) 59 117 (58) 59
Foreclosed property 338 - 338 352 (312) 40

Total $ 1,825 § (64) § 1,761 $ 1,316 $ (377) § 939

Mortgage loans held for sale: In its Secondary Market Program, the Fund purchases and sells fixed-rate mortgage loans,
primarily to FNMA, on a servicing retained basis. The sale price is determined at the date of commitment and the
commitment period generally ranges from 30 to 90 days. Mortgage loans held for sale are carried at the lower of
aggregate cost or fair value.

Enterprise fund Restricted cash and cash equivalents represents monies the Fund holds on behalf of others, restricted by
the Act or by the bond resolutions. Included in this line item are tax and insurance escrows held on behalf of the Fund’s
various mortgagors and payments collected on mortgages for which the Fund acts as servicer only. The Fund is obligated
to expend these monies on escrowed items or remit them to the appropriate investors in the case of mortgage loans
serviced for the benefit of others. Also included in Restricted cash and cash equivalents are federal and other housing
program funds for which the Fund acts as grantee or agent. The total funds held on behalf of others were $18,279,000 at
June 30, 2019 and $15,441,000 at June 30, 2018. Restricted cash and cash equivalents to be used for the acquisition of
noncurrent assets, such as mortgage loans or investments, are classified as Noncurrent assets.
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Fiduciary fund Restricted cash and cash equivalents represents monies held in an irrevocable trust for postemployment
healthcare insurance benefits for Fund employees. These funds are not available to support the various programs of the

enterprise fund.

Mortgage loans, net of allowances for losses: These loans consist primarily of unrestricted mortgage loans made under
the General Account and Other Loan Programs. The Fund provides for possible losses on loans based on management’s
review of potential problem loans. The allowance for loan losses is shown below.

(Dollars in thousands) June 30, 2019 June 30,2018
Balance Allowance Net Balance Allowance Net
Unrestricted Mortgage Loans:
General Account $ 3362 $  (1,945) $ 1,417 $ 3,182  $ (1,997) $ 1,185
Other Loan Programs 80,815 (13,631) 67,184 70,599 (13,678) 56,921
Total $ 84,177 $ (15,576) $ 68,601 $ 73,781 § (15,675) $ 58,106

Capital assets, net of depreciation include land, buildings, equipment, furnishings and computer software that are stated
at their original cost less accumulated depreciation. Capital asset expenditures of $20,000 or more with a useful life
greater than 1 year are capitalized at cost and reported net of accumulated depreciation. Depreciation is computed using
the straight-line method over the useful lives of the assets, which is 40 years for the building and from 3 to 10 years for

furniture, equipment and software.

(Dollars in thousands)

Capital assets, not being depreciated:

Land

Total capital assets, not being depreciated
Capital assets, being depreciated:

Buildings

Equipment and furnishings

Computer software

Total capital assets, being depreciated
Less accumulated depreciation for:

Buildings

Equipment and furnishings

Computer software

T otal accumulated depreciation

Total capital assets being depreciated, net

T otal capital assets, net

June 30, June 30,
2018 Additions Deletions 2019

$ 1,810 $ - $ - $ 1,810
1,810 - - 1,810
7,729 81 - 7,810
1,308 197 (18) 1,487
738 76 - 814
9,775 354 (18) 10,111
(1,340) (195) - (1,535)
(1,230) (112) 18 (1,324)
(477) (176) - (653)
(3,047) (483) 18 (3,512)
6,728 (129) - 6,599

$ 8,538 $  (129) $ = $ 8,409
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(Dollars in thousands) June 30, June 30,
2017 Additions Deletions 2018
Capital assets, not being depreciated:
Land $ 1,810 $ - $ - $ 1,810
Total capital assets, not being depreciated 1,810 - - 1,810
Capital assets, being depreciated:
Buildings 7,709 20 - 7,729
Equipment and furnishings 1,260 48 - 1,308
Computer software 531 207 - 738
Total capital assets, being depreciated 9,500 275 - 9,775
Less accumulated depreciation for:
Buildings (1,147) (193) - (1,340)
Equipment and furnishings (1,185) (45) - (1,230)
Computer software (315) (162) - (477)
Total accumulated depreciation (2,647) (400) - (3,047)
T otal capital assets being depreciated, net 6,853 (125) - 6,728
Total capital assets, net $ 8,663 $  (125) $ = $ 8,538

Restricted investments: The Fund established guidelines for the investment of its funds to meet the requirements of the
bond resolutions and the Act. Currently, investments consist primarily of United States government and agency
obligations and certificates of deposit with maturities greater than 90 days.

Investment securities are recorded at fair value, or at amortized cost as permissible, and a portion of the unrealized gains
or losses is reported in the Statements of Revenues, Expenses, and Changes in Fund Net Position as part of Net investment
earnings as more fully explained in Note C — Cash and Investments.

Restricted mortgage loans, net of allowance for losses includes loans originated under the General Account, the Bond
Programs, Land Development Program, Other Loan Programs, Affordable Housing Fund and Federal Programs as well
as loans held in the Bond Insurance Account. These mortgages are restricted by the bond resolutions, the Act, State
statute or other restricted purposes.

The allowance for loan losses in these programs is shown below.

(Dollars in thousands) June 30, 2019 June 30, 2018
Balance Allowance Net Balance Allowance Net
Restricted Mortgage Loans:
General Account $ 472 $ “471) $ 1 $ 486 $ 484) $ 2
Other Loan Programs 695 (264) 431 647 (246) 401
Land Development 3,418 (1,654) 1,764 3,384 (1,629) 1,755
Affordable Housing Fund 1,869 (1,518) 351 2,008 (1,629) 379
Bond Insurance Account 13,950 (594) 13,356 14,457 (617) 13,840
Bond Programs 596,117 (9,794) 586,323 575,748 9,717) 566,031
Federal Programs 150,459 (87,180) 63,279 149,488 (84,587) 64,901
Total $ 766,980 $ (101,475) $665,505 $ 746,218 § (98,909) §$ 647,309

Federal Programs include HOME and NHTF, which are designed to assist very low-income borrowers and to provide
capacity building funds for nonprofit housing organizations. The funds provided to the nonprofits will only be repaid if
the nonprofit fails to provide the services required as a condition of receiving HOME and NHTF funds. Federal Programs
also include TCAP and TCEP, which were designed to assist in the development of Low-Income Housing Tax Credit
Program properties. These funds will only be repaid if the recipient fails to comply with certain covenants of their
agreement. Therefore, HOME, NHTF, TCAP and TCEP projects are recorded as restricted mortgage loans and the
TCAP, TCEP and nonprofit HOME and NHTF projects have a corresponding 100% loss allowance in the Statements of
Net Position.
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Most loans in the Bond Programs are protected against loss by various federal and private insurance programs.
Repayment of certain multifamily rental project loans is dependent, in part, upon rental and interest subsidy programs
of HUD.

Enterprise fund Restricted other assets include certain foreclosed properties, properties developed for flood activities,
other land for restricted housing purposes, and miscellaneous receivables, net of an allowance for estimated probable
declines in the net realizable value. These assets are restricted subject to the provisions of the bond resolutions, the Act,
or federal regulations.

(Dollars in thousands) June 30, 2019 June 30,2018
Balance Allowance Net Balance Allowance Net

Restricted other assets:

Accounts receivable $ 553 $ - 8 553 $ 129 §$ - 3 129
Land 2,249 (2,049) 200 2,936 (2,049) 887
Foreclosed property 5,005 (305) 4,700 6,571 (2,380) 4,191

Total $ 7,807 $ (2,354) $ 5,453 $ 9,636 §$ (4,429) $ 5,207

Deferred outflows of resources related to pension and OPEB represents a consumption of net position that applies to a
future period and will not be recognized as an outflow of resources (expense) until that time as explained in Note F —
Retirement Plan and Note H — Other Postemployment Healthcare Benefits.

Accounts payable and other liabilities includes amounts held on behalf of others as explained in Note A - Restricted cash
and cash equivalents, amounts due to vendors, and rebateable investment earnings.

Other liabilities include federal housing program funds for which the Fund acts as grantee or agent to originate mortgages
under the HOME and NHTF programs, the Fund’s net pension liability as explained in Note F — Retirement Plan and
the Fund’s net OPEB liability (asset) as explained in Note H — Other Postemployment Healthcare Benefits.

Deferred inflows of resources related to pension and OPEB represents an acquisition of net position that applies to a
future period and will not be recognized as an inflow of resources (revenue) until that time as explained in Note F —
Retirement Plan and Note H — Other Postemployment Healthcare Benefits.

Enterprise fund Restricted net position: Net position of the Bond Programs is restricted to meet specified reserve and
funding provisions in accordance with the bond resolutions. Net positions of the Affordable Housing Fund, Land
Development Program and Bond Insurance Account are restricted in accordance with the Act. Federal Programs are
restricted due to requirements of HUD or other grantor agencies. When both restricted and unrestricted resources are
available for use, it is generally the Fund’s policy to use restricted resources first, and then unrestricted resources as they
are needed.

Fiduciary fund Restricted net position: Net position of the fiduciary fund is restricted to postemployment healthcare
insurance benefits for the Fund’s employees.

Operating revenues and expenses: The Fund classifies operating revenues and expenses in the enterprise fund based on
the services provided by the Fund and its ongoing operations. This includes such activities as mortgage lending,
administration of federal financial awards programs, property management and development, and other related program
activities. Net investment earnings and interest on debt are reported as non-operating revenues and expenses.

Pass-through grant revenue and pass-through grant expense: The Fund receives grants and other financial assistance
from HOME, NHTF and the HAPs Programs to transfer or spend on behalf of various secondary recipients. These
amounts are considered pass-through grants and are reported in the financial statements as revenue and expense when
funds are disbursed to the sub recipient.

Fee revenue consists primarily of loan servicing fees on mortgage loans serviced by the Fund, administration fees earned
from the HAPs Program, financing fees, tax credit fees, secondary market fees, Affordable Housing Fund transfer fees
and deferred document penalty fees.
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The Fund services all loans in its portfolio as well as loans on behalf of others totaling approximately $1,188,500,000
and $1,171,000,000 at June 30, 2019 and 2018, respectively. Of this total, the portfolio serviced by the Fund on behalf
of others approximated $335,763,000 and $349,719,000 at June 30, 2019 and 2018, respectively.

Other revenues consist primarily of rental income, gains on sale of mortgages in the Secondary Market Program, gains
on sales of foreclosed properties acquired through the Fund’s mortgage lending activities, and other miscellaneous
revenue items.

Loan fees expense includes fees paid to lenders and vendors related to the origination of mortgage loans. In addition,
loan fees expense includes the cost of acquiring the servicing rights to mortgage loans owned by the Fund and loans
owned by others, primarily Fannie Mae.

Program expenses primarily consist of disbursements made under the Fund’s various programs, provisions for mortgage
loan losses, losses on sales of foreclosed properties acquired through the Fund’s mortgage lending activities and costs
of bond issuance. Program expenses also include daily operating expenses of the office building owned by the Fund.

Administrative expenses, net include salary, benefits, and other operating expenses related to the daily operations of the
Fund. When an expense is incurred, the expense is charged to the program or account for which it is directly applicable,
whether restricted or unrestricted. Indirect expenses are allocated to programs and accounts based on a percentage of
the program’s or account’s direct salary cost.

Contributions — Employer includes contributions from the enterprise fund to the fiduciary fund for healthcare insurance
benefits for retired employees and their eligible dependents.

Net investment income represents interest earnings on postemployment healthcare cash and investments and the increase
or decrease in the fair value of investments for the fiduciary fund.

Benefits include benefit payments from the fiduciary fund for postemployment healthcare costs for retired employees
and their eligible dependents.

Administrative Expenses in the fiduciary fund include trustee fees associated with investment management of the
Welfare Benefit Plan and fees for actuarial valuations.

NOTE B - ASSETS FOR RESERVED AND OTHER PURPOSES

Assets and revenues of the Bond Programs are subject to the provisions of the bond resolutions and are available for
other purposes only to the extent they are not required to meet specified reserve and funding provisions of the resolutions.
The Fund, to the extent such monies become available under the terms of the resolutions, has pledged to maintain the
net position of its Bond Programs at a level to preserve the Fund’s bond ratings. In the event that the Fund fails to
comply with the terms of the bond resolutions the holders of such obligations would have recourse to the unrestricted
assets of the Fund. The Affordable Housing Fund, Land Development Program and the Bond Insurance Account are
restricted by State statute.

Assets of the General Account and Other Loan Programs are principally unrestricted and may be transferred to other
programs subject to the approval of the Fund’s management or Board of Directors. As of June 30, 2019, the Fund has
committed $36,501,000 from Other Loan Programs for various loans or projects and $2,411,000 from Other Loan
Programs for the purchase of secondary market loans. In addition, the Fund has committed to sell loans to FNMA of
$2,067,000 from Other Loan Programs. These amounts are included in Unrestricted net position. The Fund is actively
accepting applications from prospective recipients to originate loans from amounts allocated by the Board of Directors
from Other Loan Programs.

The Board of Directors has also allocated $1,000,000 of the Unrestricted net position for the “Directors’ and Officers’
Insurance Account” for the purpose of providing indemnification for the directors and officers of the Fund. The fiscal
year 2020 administrative budget of $12,811,300 will be provided from the Unrestricted net position and from future
revenues of the Fund.
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NOTE C — CASH AND INVESTMENTS

The Fund’s enterprise fund actively invests cash in conformity with the Act, the Bond Programs and the Board-approved
Investment Policy. Permitted investments include a wide variety of securities and obligations such as certain corporate
deposits, money market accounts, investment agreements or repurchase agreements with primary government dealers,
direct obligations or obligations guaranteed by the State, United States government securities, or federal agency
securities. Currently, the enterprise fund’s investments consist primarily of United States government or agency
securities, FDIC insured money markets, cash, FDIC insured certificates of deposits or collateralized certificates of
deposit. The Investment Policy also permits the Fund to invest a maximum of $40,000,000 with the WVBOTI of which
a maximum of $20,000,000 can be invested in the WVBOTI West Virginia Money Market Pool. The WVBOTI operates
in accordance with applicable State laws and regulations.

The following is a detail of the Fund’s enterprise fund investments, including cash equivalents, by type:

(Dollars in thousands) June 30,2019 June 30, 2018
Weighted Avg  Amortized Estimated Amortized Estimated
Maturity Cost Fair Value Cost Fair Value
Reported at cost
Demand Deposits, Money Market Funds 1 day $ 84,636 $ 84,636 $ 50,056 $ 50,056
Mortgages held for investment purposes 21.24 years 15,418 15,418 15,757 15,757
Collateralized CDs N/A - - 2,000 2,000
FDIC Insured CDs 149 days 7,300 7,300 10,700 10,700
WVBOTI deposits 1 day 23,173 23,173 25,639 25,639
Total 130,527 130,527 104,152 104,152

Reported at estimated fair value

Fannie Mae MBS pools 11.87 years 792 856 1,083 1,168
Federal agency securities 6.61 years 42,537 50,370 55,401 61,587
U.S. Treasury securities 1.92 years 10,037 10,951 10,207 11,139
Total 53,366 62,177 66,691 73,894
Total investments, including cash equivalents $ 183,893 $ 192,704 $ 170,843 $ 178,046

The Fund’s fiduciary fund actively invests cash in conformity with the Act and the Board-approved Investment Policy.
Permitted investments include a variety of securities and obligations such as money market accounts, certificates of
deposit, investment agreements or repurchase agreements with primary government dealers, direct obligations or
obligations guaranteed by the State, United States government securities, or federal agency securities. Currently, the
fiduciary fund’s investments consist primarily of United States government or agency securities, FDIC insured money
markets and negotiable certificates of deposit.

The following is a detail of the Fund’s fiduciary fund investments, including cash equivalents, by type:

(Dollars in thousands) June 30,2019 June 30, 2018
Weighted Avg Amortized Estimated Amortized Estimated
Maturity Cost Fair Value Cost Fair Value
Reported at cost
Demand Deposits 1 day $ 316 § 316 $ 235  $ 235
Total 316 316 235 235

Reported at estimated fair value

U.S. Treasury securities 1.28 years 2,993 3,014 2,993 2,983
Certificates of deposit 1.29 years 2,248 2,242 2,248 2,218
Total 5,241 5,256 5,241 5,201
Total investments, including cash equivalents $ 5,557 $ 5,572 $ 5476 $ 5,436
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Interest Rate Risk - Enterprise fund. The Investment Policy limits the weighted average maturity of various fund types
as shown in the following table. The Act does not provide for investment maturity limits. Reserve funds are the capital
reserve investments required for the Bond Programs which are currently invested in long-term U.S. Government and
government agency obligations and long-term certificates of deposit. The Bond Insurance Account, which provides
additional reserves for the payment of the Housing Finance Bonds and the General New Issue Program Bonds, is
currently invested in U.S. Government and government agency obligations as well as mortgage loans for investment
purposes and certificates of deposit. Other funds consist of bond revenues to be used for debt service on the outstanding
bonds, bond proceeds for the purchase of mortgage revenue bond loans, Other Loan Program funds and general operating
funds. Other funds are primarily invested short-term to meet program funding needs and to provide for daily operational
costs of the Fund. Funds held for others consist of single family and multifamily escrow funds as well as amounts to be
remitted to others. The Fund has both the intent and the ability to hold long-term securities until final maturity and is
therefore limited in its exposure to interest rate risk on these long-term obligations.

Permitted Average Maturity
Maturity Limit as of June 30, 2019
Reserve Funds 30 years 6 years
Bond Insurance Funds 15 years 6 years
Other Funds 4 years 5 months
Funds held for others* 1 day
*Funds held for others not applicable to limit calculations

Interest Rate Risk — Fiduciary fund. The Investment Policy limits the weighted average maturity of all funds as shown
in the following table. The Act does not provide for investment maturity limits. Fiduciary fund investments are managed
at an appropriate average duration based on current interest rate environments.

Permitted Average Maturity
Maturity Limit as of June 30,2019
Fiduciary Funds 4 years 2 years

Credit Risk — Enterprise fund. Although permitted by the Act, the Fund’s Investment Policy prohibits investment in
State and Local obligations other than West Virginia and prohibits investment in corporate debt instruments. The Fund’s
Investment Policy additionally requires repurchase agreements to be invested with banks or primary dealers which are
rated or provide the necessary collateral to maintain the Fund’s bond, note and issuer ratings. Furthermore, the
Investment Policy limits collateral for repurchase agreements to direct federal and federally guaranteed obligations, and
federal agency obligations.

As of June 30, 2019, the Fund’s investments in the WVBOTI are rated AAAm. Federal agency securities consist of
Fannie Mae, Federal Farm Credit Bank, Federal Home Loan Bank and Freddie Mac all of which are rated AA+. Fannie
Mae MBS pools are also rated AA+. Insured Cash Sweep (ICS) Funds and the Demand Deposit Marketplace Funds are
FDIC insured. Certificates of deposit are either FDIC insured through the Certificate of Deposit Account Registry
Service (CDARS) or collateralized with an irrevocable standby letter of credit issued by the Federal Home Loan Bank
of Atlanta, which is rated AA+. Money Market Funds are invested in the Federated Government Obligations Fund and
are rated AAAm. Mortgages held for investment purposes are not rated.

Credit Risk — Fiduciary fund. The fiduciary fund’s Investment Policy limits investments to U.S. Treasury Securities that
are backed by the full faith and credit of the United States, Federal agency securities, which are rated AA+ and FDIC
insured certificates of deposit.

Concentration of Credit Risk — Enterprise fund. The Investment Policy limits the percentage or amount of the investment

portfolio that may be invested in various types of issuers as indicated in the table below. The Act does not limit the
percentage of investments in any permitted investment type.
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As of June 30, 2019
(Dollars in thousands) Maximum Invested % of Total
of Portfolio Funds Investment
Direct Federal Obligations 100% $ 10,037 6%
Federal Agency Obligations 90% 43,329 26%
Federally Guaranteed Obligations 100% - 0%
Demand Deposits 30% 12,127 7%
Collateralized CDs $75,000 - 0%
CDARS FDIC Insured CDs $65,000 7,300 5%
West Virginia Obligations 15% - 0%
ICS FDIC Insured Demand Deposit $40,000 - 0%
ICS FDIC Insured Savings Deposits $100,000 56,724 34%
Mortgages Held for Investment Purposes 30% 15,418 9%
Money Market Funds 25% 951 1%
WVBOTI deposits $40,000 19,729 12%
TOTAL $ 165,615 100%
Funds Held for Others * N/A 18,278
TOTAL INVESTED FUNDS $ 183,893
* Funds held for others not applicable to limit calculations.

Concentration of Credit Risk — Fiduciary fund. The Investment Policy limits the percentage or amount of the investment
portfolio that may be invested in various types of issuers as indicated in the table below. The Act does not limit the
percentage of investments in any permitted investment type.

As of June 30,2019
(Dollars in thousands) Maximum Invested % of Total
of Portfolio Funds Investment
Demand Deposits 30% $ 316 6%
Direct Federal Obligations 90% - 0%
Federal Agency Obligations 90% 2,993 54%
Federally Guaranteed Obligations 90% - 0%
FDIC Insured CDs 50% 2,248 40%
TOTAL INVESTED FUNDS $ 5,557 100%

Custodial Credit Risk — Deposits - The Act requires all deposits to be FDIC insured or fully collateralized by permitted
investments for both enterprise funds and fiduciary funds. The enterprise fund Investment Policy further limits the
securities permitted as collateral for amounts in excess of FDIC insurance to direct federal or federally guaranteed
obligations, federal agency, or State of West Virginia obligations. The fiduciary fund Investment Policy further limits
the securities permitted as collateral for amounts in excess of FDIC insurance to direct federal or federally guaranteed
obligations or federal agency obligations.

The enterprise fund cash, including escrow funds, had a carrying value of $84,636,000 and $50,056,000 as of June 30,
2019 and 2018, respectively. Bank balances approximated $86,219,000 and $50,864,000 as of June 30, 2019 and 2018,
respectively, of which approximately $73,581,000 and $31,552,000 was covered by federal depository insurance as of
June 30,2019 and 2018, respectively, and $11,687,000 and $19,038,000 was either collateralized with securities pledged
to the Fund and held by the trust department of the pledging financial institution or held and pledged to the Fund by the
pledging financial institution’s agent as of June 30, 2019 and 2018, respectively. Also included in the bank balances
above are trust account money market fund balances of $951,000 and $274,000 as of June 30, 2019 and 2018,
respectively, which are not subject to custodial credit risk.

The fiduciary fund cash had a carrying value of $316,000 and $235,000 as of June 30, 2019 and 2018, respectively.
Bank balances approximated $316,000 and $235,000 as of June 30, 2019 and 2018, respectively, which are trust account
money market funds and not subject to custodial credit risk.

Custodial Credit Risk — Investments — The Investment Policy requires purchased securities to be physically delivered to

the Fund’s custodian or trustee or, in the case of book-entry securities; registration books shall designate the custodian
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or trustee. The Investment Policy also requires collateral for repurchase agreements be delivered to a third party
custodian or in the case of book-entry securities, be registered to the Fund. All U.S. government and agency obligations
owned by the Fund are registered in the Fund’s name or the Fund’s designated trustee. The Act does not address custodial
credit risk for investments.

Fair value hierarchy: The fair value hierarchy established under GASB Statement No. 72 categorizes the inputs to
valuation techniques used to measure fair value into three levels. The fair value hierarchy gives the highest priority to
quoted prices in active markets inputs (Level 1) and the lowest priority to unobservable inputs (Level 3).

The levels of the hierarchy are identified as follows:

Level 1 — Valuation is based upon quoted prices (unadjusted) for identical assets or liabilities in an active
market.

Level 2 — Valuation is based upon inputs other than quoted prices included within Level 1 that are observable
for an asset or liability, either directly or indirectly.

Level 3 — Valuation is based upon unobservable inputs for an asset or liability.

Enterprise fund investments measured at fair value using the fair value hierarchy categories are as follows:

(Dollars in thousands) June 30,
2019 2018
Level 1 inputs
Federal agency securities $ 50,370 $ 61,587
U.S. Treasury securities 10,951 11,139
Total 61,321 72,726

Level 2 inputs

Fannie Mae MBS pools 856 1,168
Total 856 1,168
Total investments, reported at estimated fair value $ 62,177 $ 73,894

Fiduciary fund investments measured at fair value using the fair value hierarchy categories are as follows:

(Dollars in thousands) June 30,
2019 2018
Level 1 inputs
U.S. Treasury securities $ 3,014 $ 2,983
Certificates of deposit 2,242 2,218
Total investments, reported at estimated fair value $ 5,256 $ 5,201

Fair value measurements for investments classified as Level 2, Fannie Mae MBS pools, are valued using matrix pricing
sources that provide a pricing indication from market transactions for similar or identical assets.

Mortgages held for investment are included in Mortgage loans, net of allowances and Restricted mortgage loans, net of
allowances on the Statements of Net Position. Investments are included in the accompanying enterprise fund financial
statements as follows:
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(Dollars in thousands) June 30,
2019 2018

Cash and cash equivalents $ 13,239 $ 21,097
Current restricted cash and cash equivalents 43,413 43,095
Noncurrent restricted cash and cash equivalents 51,157 22,430
Restricted investments 69,477 75,667
Plus mortgages held for investment purposes 15,418 15,757
Total Investments and cash equivalents $ 192,704 $ 178,046
Less unrealized gains 8,811 7,203
Total Invested Funds $ 183,893 $ 170,843

Investments are included in the accompanying fiduciary fund financial statements as follows:

(Dollars in thousands) June 30,

2019 2018
Restricted cash and cash equivalents $ 316 $ 235
Restricted investments 5,256 5,201
Total Investments and cash equivalents $ 5,572 $ 5,436
Less unrealized gains (losses) 15 (40)
Total Invested Funds $ 5,557 $ 5,476

The enterprise fund has an unrealized gain on investments of $8,811,000 and $7,203,000 as of June 30, 2019 and 2018,
respectively. This represents an increase in unrealized gain on investments of $1,608,000 and a decrease in unrealized
gain on investment of $2,845,000 from June 30, 2018 and 2017, respectively. In connection with the unrealized gain,
$859,000 and $746,000 is recorded as a liability for related investment earnings as of June 30, 2019 and 2018,
respectively. This portion is recorded as a liability because, if this gain were realized, it would increase excess rebateable
investment earnings pursuant to Section 103A of the Internal Revenue Code, as amended (the Code). To adjust the fair
value of investments to reflect this unrealized gain at June 30, 2019 and 2018 and to properly reflect the rebate liability,
a $1,494,000 increase and $2,518,000 decrease was recorded in Net investment earnings in the Statements of Revenues,
Expenses, and Changes in Fund Net Position for year ended June 30, 2019 and 2018, respectively.

The fiduciary fund has an unrealized gain on investments of $15,000 and an unrealized loss on investments of $40,000
as of June 30, 2019 and June 30, 2018, respectively. This represents an increase in unrealized gain on investments of
$54,000 and a decrease of $39,000 from the June 30, 2018 and 2017, respectively. To adjust the fair value of investments
to reflect this unrealized gain at June 30, 2019 and 2018 a $54,000 increase and a $39,000 decrease was recorded in Net
investment income in the Statements Changes in Fiduciary Net Position for year ended June 30, 2019 and 2018,
respectively.

NOTE D - BONDS PAYABLE

The Act authorizes the Fund to issue bonds and notes for its various programs in an aggregate principal amount not to
exceed $1,250,000,000 outstanding at any one time, exclusive of refunded obligations. Bonds and notes issued by the
Fund are considered obligations of the Fund and are not deemed to constitute a debt or liability of the State.

The proceeds from the Fund’s Bond Programs are used to finance mortgage loans to eligible State borrowers and to
establish certain reserves as required by the resolutions. The mortgage loans are secured by deeds of trust and
approximately 70.93% of all Bond Program loans are subject to coverage under federal or private mortgage insurance
or guarantee programs. All bonds are secured by a pledge of all mortgage loan repayments, all proceeds of federal or
private mortgage insurance, interest received on any monies or securities held pursuant to the resolutions, and the rights
and interest of the Fund in and to the mortgage loans. In the event that the Fund fails to comply with the terms of the
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bond resolutions, the holders of such obligations would have recourse to the unrestricted assets of the Fund. Principal
and interest paid on bonds and notes payable for the years ended June 30, 2019 and 2018 was $43,569,000 and
$66,340,000, respectively. Total pledged revenues in 2019 and 2018 were $85,783,000 and $91,698,000, respectively.

The On-Site Systems Loan Program (the OSLP) was created in September 2007 in partnership with the West Virginia
Department of Environmental Protection (the DEP). Under this program the Fund may borrow funds from the DEP
Clean Water Revolving Loan Fund. These funds are then loaned to State residents to upgrade, replace or repair
inadequate septic systems. Initially, the Board authorized $1,000,000 for the OSLP and in March 2013 the Board
authorized an additional $1,000,000 for the program. The Fund is obligated to repay the amount borrowed from the
DEP only to the extent the Fund receives payments from loan recipients. An allowance for loan losses has been
established based on management’s review of potential problem loans. At June 30, 2019, Bonds & notes payable -
noncurrent includes a $912,000 note payable, net of a $225,000 loss allowance, due to DEP related to this program
under Other Loan Programs.

Most bonds issued by the Fund are subject to redemption at the option of the Fund prior to maturity at dates and premiums
as set forth in the bond documents. To reduce its debt expense, the Fund redeems bonds prior to their stated maturity
dates primarily due to excess program revenues, the prepayments of mortgage loans pledged for the repayment of the
bonds, excess amounts in the capital reserve funds, and/or from proceeds of refunding bonds. During the fiscal years
ended June 30, 2019 and 2018, the Fund redeemed or refunded $10,915,000 and $28,195,000 of bonds, respectively, at
redemption prices that approximated their carrying value.

The following tables summarize bond and note activity from 2018 to 2019 and 2017 to 2018, respectively.

(Dollars in thousands)

Bonds & Notes Bonds & Notes

Bonds Payable Payable Payable
Current Noncurrent Total
Outstanding Balance, June 30, 2018 $ 27,280 $ 254,324 $ 281,604
Debt Issued - 60,000 60,000
Debt Paid (23,385) (168) (23,553)
Early Redemptions/Refundings (3,895) (7,020) (10,915)
Note Payable allowance for losses - (18) (18)
Reclassification from noncurrent to current 26,940 (26,940) -
Outstanding Balance, June 30, 2019 $ 26,940 $ 280,178 $ 307,118

(Dollars in thousands)

Bonds & Notes

Bonds & Notes

Bonds Payable Payable Payable
Current Noncurrent Total
Outstanding Balance, June 30, 2017 $ 35,715 $ 302,056 $ 337,771
Debt Issued - 250 250
Debt Paid (28,095) (146) (28,241)
Early Redemptions/Refundings (7,970) (20,225) (28,195)
Note Payable allowance for losses - 19 19
Reclassification from noncurrent to current 27,630 (27,630) -
Outstanding Balance, June 30, 2018 $ 27,280 $ 254,324 $ 281,604
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The following is a summary of the bonds outstanding in the Housing Finance Bond Program and the General New
Issue Bond Program and notes outstanding in Other Loan Programs:

Original Outstanding at
Amount June 30,
Authorized 2019 2018

(Dollars in thousands)
HOUSING FINANCE BOND PROGRAM

2011 Series A (3.222% to 3.622%), due 2019-2021 $ 50,000 $ 13,775 $ 18,970
2013 Series A (1.78% to 3.20%) due 2019-2028 21,000 13,670 14,925
2013 Series B (2.85% to 4.35%) due 2019-2025 47,500 11,455 15,985
2014 Series A,B (2.10% to 3.95%), due 2019-2034 48,865 30,680 34,770
2015 Series A,B (1.90% to 3.80%), due 2019-2034 50,660 32,605 36,330
2015 Series C,D (1.90% to 4.10%), due 2019-2038 70,060 51,930 57,440
2017 Series A,B (1.65% to 4.125%), due 2019-2045 39,505 35,690 37,700
2018 Series A (1.65% to 3.90%), due 2019-2048 25,000 24,545 -
2019 Series A (1.65% to 3.95%), due 2020-2049 35,000 35,000 -

GENERAL NEW IS S UE BOND PROGRAM

2011 A (2.32% to 3.80%), due 2019-2041 51,850 24,150 27,730
2012 A (2.40% to 3.35%), due 2019-2041 66,770 32,930 36,880
Total bonds payable 306,430 280,730

OTHER LOAN PROGRAMS
Notes Payable (0.00%), net of allowance for losses M 2,000 688 874
Total bonds & notes payable $ 307,118 $ 281,604

M Payments are due to the DEP as the Fund receives payments from OSLP loan recipients.

Total bonds payable does not include $6,770,000 in special obligation bonds issued by the Fund as a conduit issuer.
These special obligation bonds are secured by loan payments and deeds of trust on three projects. None of the Fund’s
assets or revenues are pledged to the payment of these special obligations. Furthermore, these special obligations are
not secured by the Fund’s general obligation debt pledge or its moral obligation and are not included in the Fund’s
financial statements.

The following is a summary of scheduled annual principal and interest for bonds in the Bond Programs for the five years
commencing July 1, 2019 and thereafter to maturity.

Bonds
Maturing During
Year Ending June 30: Principal Interest Total
(Dollars in thousands)
2020 (1) $ 26,940 $ 9,709 $ 36,649
2021 25,665 8,897 34,562
2022 23,160 8,190 31,350
2023 19,340 7,584 26,924
2024 18,020 7,043 25,063
2025-2029 70,180 28,023 98,203
2030-2034 63,545 16,702 80,247
2035-2039 34,995 7,512 42,507
2040-2044 17,255 2,926 20,181
2045-2049 7,010 709 7,719
2050 320 6 326
$ 306,430 $ 97,301 $ 403,731
M Includes the anticipated redemptions of General New Issue Bond Program Bonds in
the amount of $865,000 and Housing Finance Bonds in the amount of $1,500,000.
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In accordance with Section 103A of the Code, the Fund has established allowances for excess rebateable investment
earnings. The excess rebateable investment earnings arise due to actual investment yields earned by the Fund being
greater than yields permitted to be retained by the Fund under the Code. The Code requires such excess investment
earnings to be remitted to the Internal Revenue Service. The Housing Finance Bond Program established liabilities for
excess rebateable investment earnings in the amount of $333,000 and $353,000 as of June 30, 2019 and June 30, 2018,
respectively. These amounts are included in Accounts payable and other liabilities and represent actual earnings in
excess of those permitted by the Code. These amounts are in addition to the $859,000 and $746,000 established as a
liability at June 30, 2019 and 2018, respectively, for the excess of the fair value of investments over amortized costs as
explained in Note C - Cash and Investments. Future excess investment earnings may require the establishment of
liabilities for these and other bond issues.

NOTE E - CONTINGENT LIABILITIES AND RISK MANAGEMENT

Under the terms of certain federal programs, periodic audits are required and certain costs and expenditures may be
questioned under the terms of the program. Such audits could lead to reimbursements to the grantor agencies.
Historically, questioned costs have been insignificant. Management of the Fund believes future disallowances relating
to current federal program expenditures, if any, will continue to be insignificant.

The Fund is a defendant in various legal proceedings arising in the normal course of business. In the opinion of
management, based upon the advice of legal counsel, the ultimate resolution of these proceedings will not have a material
adverse effect on the Fund’s financial position.

Through its business operations, the Fund is exposed to various risks of loss related to potential loan losses on program
mortgages, fire, liability, and employee wrongdoing. To reduce risk of loss on program mortgages, the Fund has various
types of mortgage insurance. At June 30, 2019, 40.59% of the Fund’s single family Bond Program loans were VA,
USDA Rural Development, or FHA guaranteed. Another 30.34% of these loans carry private mortgage insurance.
Substantially all permanent multifamily mortgages are federally insured or guaranteed and/or are subject to HUD Section
8 rental assistance subsidies.

The Fund is insured against fire for owned assets, liability, and employee negligence through private insurance.
Furthermore, key staff members of the Fund are bonded against theft in the aggregate amount of $4,000,000. The Board
of Directors has allocated $1,000,000 of the Fund’s unrestricted net position to provide indemnification for the directors
and officers of the Fund. Additionally, the Fund has general liability insurance with the State Board of Risk and
Insurance Management in the amount of $1,000,000 per occurrence and excess liability coverage of $10,000,000
aggregate with General Star Insurance Company for officers’ and directors’ indemnity. The Fund pays an annual
premium in exchange for such coverage. There have been no significant settlements in excess of insurance coverage
during the past three calendar years.

NOTE F - RETIREMENT PLAN

Plan Description. All full-time Fund employees participate in the State’s Public Employees’ Retirement System
(PERS), a multiple-employer defined benefit cost-sharing public employee retirement system administered by the West
Virginia Consolidated Public Retirement Board (CPRB). Benefits under PERS include deferred retirement, early
retirement, death, and disability benefits and have been established and may be amended by action of the State
Legislature. The CPRB issues a publicly available financial report that includes financial statements for PERS that may
be obtained at www.wvretirement.com.

Benefits Provided. Employees hired before July 1, 2015 are eligible for normal retirement at age 60 with five or more
years of credited service, or at least age 55 with age and service equal to 80 or greater. Employees hired on or after July
1, 2015 may retire at age 62 with ten years of service. The straight-life annuity retirement benefit, established by State
statute, is equivalent to two percent of the employee’s final average salary multiplied by years of service. Final average
salary is the average of the three consecutive highest annual earnings out of the last fifteen years of earnings. For all
employees hired on or after July 1, 2015, average salary is the average of the five consecutive highest annual earnings
out of the last fifteen years of earnings. Terminated members with at least five years of contributory service who do not
withdraw their accumulated contributions may elect to receive their retirement annuity beginning at age 62. For all
employees hired on or after July 1, 2015, this age increases to 64.
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Contributions. Contributions as a percentage of payroll for members are established by statutes, subject to legislative
limitations and are not actuarially determined. Contributions as a percentage of payroll for employees are established
by the CPRB. Current funding policy requires employer contributions of 10.0%, 11.0% and 12.0% for the years ended
June 30, 2019, 2018 and 2017, respectively. As permitted by legislation, the Fund has elected to pay 100% of all costs
relating to the Plan, including the employee’s 4.5% contribution of annual earnings for employees hired on or before
February 6, 2012. Beginning February 7, 2012, new hires are required to pay the employee’s contribution of 4.5%. For
all employees hired on or after July 1, 2015 the employee contribution is 6.0%. The Fund’s contribution to the Plan,
excluding the employee’s contribution paid by the Fund, approximated $565,000, $588,000, and $622,000 for the fiscal
years ended June 30, 2019, 2018, and 2017, respectively.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to Pensions. At June 30, 2019 and June 30, 2018 respectively, the Fund reported a liability of $999,000 and
$1,648,000 for its proportionate share of the net pension liability. The net pension liability reported at June 30, 2019 was
measured as of June 30, 2018 and the total pension liability used to calculate the net pension liability was determined by
an actuarial valuation as of July 1, 2017, rolled forward to the measurement date of June 30, 2018. The Fund’s proportion
of the net pension liability was based on the Fund’s share of contributions to the pension plan relative to the contributions
of all employers participating in PERS for the year ended June 30, 2018. At June 30, 2018 and June 30, 2017, the Fund’s
proportionate share was 0.39% and 0.38%, respectively.

For the years ended June 30, 2019 and June 30, 2018, respectively, the Fund recognized pension expense of $71,000
and $317,000. At June 30, 2019 and June 30, 2018, the Fund reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:

(Dollars in thousands) June 30,2019
Deferred Deferred
Outflows Inflows
of Resouces of Resources
Net difference between projected and actual earnings on pension plan investments $ = $ 588
Difference between expected and actual experience 50 2
Changes in proportion and differences between Fund contributions and 37 87
proportionate share of contributions
Fund contributions made subsequent to the measurement date 565 -
$ 652 $ 677
(Dollars in thousands) June 30,2018
Deferred Deferred
Outflows Inflows
of Resouces of Resources
Net difference between projected and actual earnings on pension plan investments $ = $ 401
Difference between expected and actual experience 147 4
Difference in assumptions - 85
Changes in proportion and differences between Fund contributions and 11 126
proportionate share of contributions
Fund contributions made subsequent to the measurement date 588 -
$ 746 $ 616
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Deferred outflows of resources related to pensions of $565,000 resulting from Fund contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the year ended June 30, 2020. Other
amounts reported as deferred outflows of resources and deferred inflows of resources related to pension will be
recognized in pension expense as follows:

(Dollars in thousands)

Year Ended Pension
June 30: Expense
T 2020 S 30
2021 94)
2022 (426)
2023 (100)

Actuarial Assumptions and Methods. The following assumptions and methods were used in the actuarial valuation:

Actuarial cost method

Asset valuation method
Amortization method
Amortization period
Actuarial assumptions:
Investment rate of return

Projected salary increases:

State

Non-state
Inflation rate
Discount rate
Mortality rates

Withdrawal rates
State
Non-state
Disability rates
Retirement rates
Date range in most recent
experience study

2018

2017

Individual entry age normal cost with level
percentage of payroll

Fair value

Level dollar, fixed period

Through Fiscal Year 2035

7.50%

3.0-4.6%

3.35-6.0%

3.00%

7.50%

Active - 100% of RP-2000 Non-Annuitant,
Scale AA fully generational

Retired healthy males - 110% of RP-2000 Healthy
Annuitant, Scale AA fully generational

Retired healthy females - 101% of RP-2000 Healthy
Annuitant, Scale AA fully generational

Disabled males - 96% of RP-2000 Disabled Annuitant,
Scale AA fully generational

Disabled females - 107% of RP-2000 Disabled Annuitant,
Scale AA fully generational

1.75 - 35.10%
2.00 - 35.88%
0.007 - .675%
12% - 100%

2009-2014

Individual entry age normal cost with level
percentage of payroll

Fair value

Level dollar, fixed period

Through Fiscal Year 2035

7.50%

3.0 - 4.6%

3.35-6.0%

3.00%

7.50%

Active - 100% of RP-2000 Non-Annuitant,
Scale AA fully generational

Retired healthy males - 110% of RP-2000 Healthy
Annuitant, Scale AA fully generational

Retired healthy females - 101% of RP-2000 Healthy
Annuitant, Scale AA fully generational

Disabled males - 96% of RP-2000 Disabled Annuitant,
Scale AA fully generational

Disabled females - 107% of RP-2000 Disabled Annuitant,
Scale AA fully generational

1.75 - 35.10%
2.00 - 35.88%
0.007 - .675%
12% - 100%

2009-2014

The long-term expected rate of return on pension plan investments was determined using the building-block method in
which estimates of expected future real rates of return (expected returns, net of pension plan investment expenses and
inflation) are developed for each major asset class. These ranges are combined to produce the long-term expected rate
of return by weighting the expected future real rates of return by the target asset allocation percentage and by adding
expected inflation. Best estimates of long-term geometric rates of return are summarized in the following table:
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Weighted

Long-Term Average
Expected Real Expected Real

Target Rate of Rate of

Asset Class Allocation Return Return
Domestic Equity 27.5% 4.5% 1.24%
International Equity 27.5% 8.6% 2.37%
Fixed Income 15.0% 3.3% 0.50%
Real estate 10.0% 6.0% 0.60%
Private equity 10.0% 6.4% 0.64%
Hedge funds 10.0% 4.0% 0.40%
Total 100% 5.75%
Inflation (CPI) 2.10%
7.85%

Discount Rate. The discount rate used to measure the total pension liability was 7.5%. The projection of cash flows
used to determine the discount rate assumed that employer contributions will continue to follow the current funding
policies. Based on those assumptions, the pension plan’s fiduciary net position was projected to be available to make all
projected future benefit payments of current plan members. Therefore, the long-term expected rate of return on pension
plan investments was applied to all periods of projected benefit payments to determine the total pension liability.
Although discount rates are subject to change between measurement dates, there were no changes in the discount rate in
the current period.

Sensitivity of the Fund’s proportionate share of the net pension liability to changes in the discount rate. The following
table presents the Fund’s proportionate share of the net pension liability calculated using the discount rate of 7.5% as
well as what the Fund’s proportionate share of the net pension liability would be if it were calculated using a discount
rate that is one-percentage-point lower or one-percentage-point higher than the current rate:

(Dollars in thousands)
Net Pension Liability (Asset)
Current
1% Increase
8.50%
$ (1,559)

1% Decrease Discount Rate
6.50% 7.50%
$ 4,023 $ 999

NOTE G —- COMPENSATED ABSENCES

Employees accumulate annual leave balances to a maximum of 210 hours. Most employees receive a 100% termination
payment upon separation based upon their final rate of pay. The liability for annual leave is valued at 100% of the balance
plus the Fund’s share of Social Security and Medicare contributions. The Fund has recorded a liability for accrued leave
for all employees in accordance with US GAAP. The liability for annual leave is shown below. In lieu of cash payment
at retirement, an employee who became a member of PERS before July 1, 2015 may elect to use accumulated annual
leave toward additional service in the computation of retirement benefits or toward their postemployment health care
insurance premium as further explained in Note H — Postemployment Healthcare Plan. If an employee became a member
on or after July 1, 2015, they may not use accumulated annual leave to acquire additional credited service but they may
still elect to use accumulated annual leave toward their postemployment health care insurance premium explained in
Note H — Postemployment Healthcare Plan.
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(Dollars in thousands)

Accumulated Annual Leave

2019 2018 2017
Balance at beginning of fiscal year $ 435 $ 414 $ 392
Annual leave earned 549 477 458
Annual leave (used) (511) (456) (436)
Balance at end of fiscal year $ 473 $ 435 $ 414

NOTE H - OTHER POSTEMPLOYMENT HEALTHCARE BENEFITS

The Fund has participants in two separate Other Postemployment Healthcare Benefit Plans — the Fund’s Welfare Benefit
Plan and the West Virginia Public Employees Insurance Agency Plan (PEIA Plan). At June 30, 2019 and 2018, the
aggregate balances of the two Other Postemployment Healthcare Benefit Plans on the Fund’s financial statements were
as follows:

(Dollars in thousands) Year Ended June 30, Year Ended June 30,
2019 2018
Welfare PEIA Welfare PEIA
Benefit Plan Plan Total Benefit Plan Plan Total
Deferred Outflows of Resources  $ 263 $ 64 $ 327 $ 289 $ 66 $ 355
Noncurrent liabilities:

Net OPEB liabilities (assets)* (662) 691 29 (572) 851 279
Deferred Inflows of Resources 573 238 811 717 153 870
Operating Expenses:

OPEB Expenses ** 102 35 137 111 96 207

*Included in Other liabilities in the Statements of Net Position
** Included in Administrative expenses, net in the Statements of Revenues, Expenses and Changes in Net Position

Disaggregated amounts for each plan are presented, below.

Welfare Benefit Plan (the Plan)

Plan Description

Plan administration. The Welfare Benefit Plan (the Plan), an irrevocable trust, is a single-employer defined other
postemployment benefit plan administered by the Fund and the Fund’s Board of Directors that is used to provide
postemployment benefits other than pensions (OPEB) for employees of the Fund. Substantially all employees may
become eligible for these benefits if they reach normal retirement age while working for the Fund. The assets of the Plan
are deposited with an external trustee and are presented in the fiduciary fund financial statements.

Benefits Provided
The Fund provides certain healthcare insurance benefits for retired employees and their eligible dependents. Benefits

are fully self-insured by the Fund and are administered through a third-party administrator. The full cost of benefits is
covered by the plan. Management of the Fund has the authority to establish and amend benefit provisions to the Plan.
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Employees covered by benefit terms. At June 30, 2019 and June 30, 2018, the following employees were covered by
the benefit terms:

Welfare Benefit Plan June 30,

Covered Employees 2019 2018

Inactive employees or beneficiaries currently receiving benefit payments 12 11

Inactive employees entitled to but not yet receiving benefit payments - -

Active plan members 100 100

Total 112 111
Contributions

The contribution requirements of plan members and the Fund are established and may be amended by the Fund’s
management. Management establishes contribution rates based on an actuarially determined rate. Plan members are not
required to contribute to the plan. In lieu of cash payment at retirement, an employee may elect to use accumulated
annual and accumulated sick leave toward their postemployment health care insurance premium. A retiree may convert
two unused leave days into one month’s insurance premium for single coverage or three unused leave days into one
month’s premium for family coverage. The Fund will pay monthly health insurance premiums of these retirees based on
unused sick leave and/or annual leave at the time of retirement until the unused leave is fully utilized or until the retiree
reaches the eligible age for Medicare. Accordingly, the maximum period for which a retiree may be entitled to such
benefits would be twelve years. The Fund’s contribution to the Plan approximated $311,000, and $228,000 for the fiscal
years ended June 30, 2019 and 2018, respectively.

Investments

Investment policy. The Plan’s policy in regard to the allocation of invested assets is established and may be amended
by the Fund’s Board of Directors. Investments are to be diversified as to minimize the risk of large losses as follows:

Welfare Benefit Plan
Maximum %

Permitted Investments of Porfolio
Cash:
Demand Deposits 30%

Fixed Income:

Direct Federal Obligations 90%
Federal Agency Obligations 90%
Federally Guaranteed Obligations 90%
FDIC Insured CDs 50%

Rate of Return. For the years ended June 30, 2019 and June 30, 2018, the annual money-weighted rate of return on
investments, net of investment expense, was 3.37 percent and 0.78 percent, respectively. The money-weighted rate of
return expresses investment performance, net of investment expense, adjusted for the changing amounts actually
invested.
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Net OPEB Liability

At June 30, 2019 and 2018, the components of the net OPEB liability (asset) of the Fund were as follows:

Welfare Benefit Plan June 30,

(Dollars in thousands) 2019 2018
Total OPEB Liability $ 4,923 $ 4,872
Plan Fiduciary Net Position 5,585 5,444
Net OPEB Liability (Asset) $ (662) $ (572)

Plan Fiduciary Net Position as a percentage of the
Total OPEB Liability (Asset) 113.45% 111.74%

Actuarial Assumptions and Methods

The total OPEB liability (asset) as of June 30, 2019 and June 30, 2018 was determined by an actuarial valuation as of
January 2018 rolled forward to June 30, 2019 and 2018, respectively, using the following actuarial assumptions and
methods:

Welfare Benefit Plan
Valuation Date 1/1/2018 Rolled forward to 6/30/2019 1/1/2018 Rolled forward to 6/30/2018
Actuarial Method Entry Age Normal Entry Age Normal
Amortization Method Level Percentage of Pay Closed Level Percentage of Pay Closed
Remaining Amortization Period 19 years as of 1/1/2018 19 years as of 1/1/2018
Asset Valuation Method Market Value of Assets Market Value of Assets
Actuarial Assumptions:
Investment Rate of Return 4.50% 4.50%
Salary Increases 3.00% 3.00%
Ultimate Rate of Medical Inflation 4.00% 4.00%
General Rate of Inflation 2.00% 2.00%

Mortality rates were based on RP-2014 Mortality Table, adjusted to 2006 with Scale MP-2014, and projected fully
generationally with Scale MP-2017.

An actuarial experience study was not completed. Actuarial assumptions for disability, termination, retirement, and
dependent age were based on the PERS actuarial valuation as of July 1, 2016.

The long-term expected rate of return on the Plan investments was determined using a building-block method in which
best-estimate ranges of expected future real rates of return (expected returns, net of Plan investment expense and
inflation) are developed for each major asset class. These ranges are combined to produce the long-term expected rate
of return by weighting the expected future real rates of return by the target asset allocation percentage and by adding
expected inflation. The target allocation and best estimates of arithmetic real rates of return for each major asset class
are summarized in the following table:

Welfare Benefit Plan

Long-Term
Target Expected Real
Asset Class Allocation Rate of Return
Cash and cash equivalents 10.0% 1.50%
U.S. Government Obligations 90.0% 2.25%

Total 100.0%

Discount rate. The discount rate as of June 30, 2019 is 4.50%, which is the assumed long-term expected rate of return
on Plan investments. This is the same discount rate that was used for June 30, 2018 and in the January 1, 2018 liability
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calculations. Projections of the Plan’s fiduciary net position have indicated that it is expected to be sufficient to make
projected benefit payments for current plan members. As such, the single rate of return is equal to the long-term expected
rate of return on the Plan assets, which is 4.50%.

Development of discount rate. The Plan uses the Bond Buyer GO 20-Bond Municipal Bond Index. As this index is
issued weekly, the value closest to but not after the reporting date is used in determining the appropriate rate. Based on
this practice, the municipal bond rate at June 28, 2018 was 3.87% and the municipal bond rate at June 27, 2019 was
3.50%. However, the depletion test as of the most recent actuarial valuation as of January 1, 2018, reflecting known
contributions after that date as well as the current funding policy, showed that the projected assets are expected to cover
future benefit payments for current participants and as such the single rate used as the discount rate is the long-term
expected rate of return, 4.50%. The actuarial liability, normal cost, and expected benefit payments were projected for
the remaining lifetimes of the closed group population as of January 1, 2018 using the assumptions detailed in the 2018
actuarial valuation report. An Actuarily Determined Contribution (ADC) was calculated each year based on the current
closed amortization period. The assets were then projected forward reflecting known contributions through June 30,
2018, and then assuming that two times the ADC is contributed for the next five years. Since the assets are projected to
always be greater than the expected benefit payments in any year, the long-term expected rate of return of 4.50% is used
to calculate the liabilities.

Changes in the Net OPEB Liability

At June 30, 2019 and June 30, 2018, respectively, the Fund reported a liability of ($662,670) and ($572,143) for its Net
OPEB Liability (Asset). The Total OPEB Liability (TOL) at the beginning of each measurement year is measured as of
a valuation date of January 1, 2018 and rolled forward to June 30, 2019 and June 30, 2018, respectively. The TOL at
the end of the measurement year, June 30, 2019 and June 30, 2018, is measured as of a valuation date of January 1, 2018
and projected to June 30, 2019 and June 30, 2018, respectively. Valuations will be completed every other year.

Welfare Benefit Plan
(Dollars in thousands)
Increase (Decrease)
Net OPEB
Total OPEB Plan Fiduciary Liability
Liability Net Position (Asset)
(@) (b) (a) - (b)
Balances at 6/30/2018 $ 4,872 $ 5,444 $ (572)
Changes for the year:
Service cost 143 - 143
Interest 219 - 219
Changes of benefits - - -
Differences between expected and actual experience - - -
Changes of assumptions - - -
Contributions - employer - 311 (311)
Contributions - member - - -
Net investment income - 172 (172)
Benefit payments (311) (311) -
Administrative expense - 31) 31
Net changes 51 141 (90)
Balances at 6/30/2019 $ 4,923 $ 5,585 $ (662)
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Welfare Benefit Plan
(Dollars in thousands)
Increase (Decrease)
Net OPEB
Total OPEB Plan Fiduciary Liability
Liability Net Position (Asset)
(a) (b) (a) - (b)
Balances at 6/30/2017 $ 5,579 $ 5,433 $ 146
Changes for the year:
Service cost 147 - 147
Interest 234 - 234
Changes of benefits - - -
Differences between expected and actual experience (200) - (200)
Changes of assumptions (660) - (660)
Contributions - employer - 228 (228)
Contributions - member - - -
Net investment income - 46 (46)
Benefit payments (228) (228) -
Administrative expense - (35) 35
Net changes (707) 11 (718)
Balances at 6/30/2018 $ 4,872 $ 5,444 $ (572)

Sensitivity of the net OPEB liability to changes in the discount rate. The following presents the net OPEB liability
(asset) of the Fund, as well as what the Fund’s net OPEB liability (asset) would be if it were calculated using a discount
rate that is one-percentage-point lower (3.5 percent) or one-percentage-point higher (5.5 percent) than the current
discount rate:

Welfare Benefit Plan
(Dollars in thousands)
1% Discount 1%
Decrease Rate Increase
3.50% 4.50% 5.50%

Total OPEB Liability $ 5,366 $ 4,923 $ 4,534
Plan Fiduciary Net Position 5,585 5,585 5,585
Net OPEB Liability (Asset) $ 219) $ (662) $ (1,051)
Plan Fiduciary Net Position as a percentage of the

Total OPEB Liability 104.10% 113.50% 123.20%

Sensitivity of the net OPEB liability to changes in the healthcare cost trend rates. The following presents the net
OPEB liability (asset) of the Fund, as well as what the Fund’s net OPEB liability (asset) would be if it were calculated
using healthcare cost trend rates that are one-percentage-point lower or one-percentage-point higher than the current
healthcare cost trend rates:

Welfare Benefit Plan
(Dollars in thousands)
Trend Baseline Trend
Minus 1% Trends Plus 1%

Total OPEB Liability $ 4,408 $ 4,923 $ 5,523
Plan Fiduciary Net Position 5,585 5,585 5,585
Net OPEB Liability (Asset) $ (1,177) $ (662) $ (62)
Plan Fiduciary Net Position as a percentage of the

Total OPEB Liability 126.70% 113.50% 101.10%
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OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to OPEB

For the years ended June 30, 2019 and June 30, 2018, respectively, the Fund recognized OPEB expense of $102,454 and
$111,305. At June 30, 2019 and June 30, 2018, the Fund reported deferred outflows of resources and deferred inflows
of resources related to OPEB from the following sources:

Welfare Benefit Plan June 30,
(Dollars in thousands) 2019 2018
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Differences between expected and actual experience $ - $ 133 $ - $ 167
Changes in assumptions - 440 - 550
Net difference between projected and actual earnings
on OPEB plan investments 263 - 289 -
Total $ 263 $ 573 $ 289 $ 717

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be
recognized in OPEB expense as follows:

Welfare Benefit Plan
(Dollars in thousands)

Year Ended OPEB
June 30: Expense
2020 $ (40)
2021 (46)
2022 (89)
2023 (129)

West Virginia Public Employees Insurance Agency Plan (the PEIA Plan)

Plan Description

The PEIA Plan is a cost-sharing, multiple-employer, defined benefit other post-employment benefit plan and covers the
retirees of State agencies, colleges and universities, county boards of education, and other government entities as set
forth in the West Virginia Code Section 5-16D-2 (the Code). The financial activities of the PEIA Plan are accounted for
in the West Virginia Retiree Health Benefit Trust Fund (RHBT), a fiduciary fund of the State of West Virginia. The
PEIA Plan is administered by a combination of the West Virginia Public Employees Insurance Agency (PEIA) and the
RHBT staff. PEIA Plan benefits are established and revised by PEIA and RHBT management with approval of their
Finance Board. The PEIA issues a publically available financial report of the RHBT that can be obtained at
www.peia.wv.gov or by writing to the West Virginia Public Employees Insurance Agency, 601 57th Street, SE Suite 2,
Charleston, WV 25304.

Benefits Provided

The PEIA plan provides certain healthcare insurance benefits for retired Fund employees and their eligible dependents,
provided they meet the minimum eligibility requirements of PEIA and PERS. Fund employees must also meet the
Fund’s requirements for retirement to be eligible for coverage in the PEIA Plan and if the Fund retiree is eligible for the
Fund’s healthcare coverage, that coverage is exhausted first before they can enroll in the PEIA Plan. Management of
PEIA and RHBT, with approval of the PEIA Finance Board, establish and amend benefit provisions of the PEIA Plan.
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Employees Covered by Benefit Terms

A limited number of Fund retirees are eligible to participate in the PEIA Plan. Prior to July 1990, the Fund was a
participating agency in the PEIA Plan and all employees were eligible to participate in the PEIA Plan. In July 1990, the
Fund became self-insured and was no longer a participating agency in the PEIA Plan. All staff at that time were
transferred from the PEIA Plan to the Fund’s self-insured plan. In 1996, WV Code §5-16-22 was amended to allow a
non-participating state agency’s employees, who were insured under PEIA for five or more years and who have ten or
more years of service as of July 1, 2008, to enroll in PEIA once they retire. The Fund has 8 retirees and 6 retirees’
spouses currently enrolled or eligible for coverage in the PEIA Plan. The Fund has 3 current employees that are eligible
for coverage in the PEIA Plan upon retirement. The Plan is a closed plan to new entrants and as such, there will be no
additional employees eligible for the PEIA Plan.

Contributions

West Virginia Code section 5-16D-6 assigns to the PEIA Finance Board the authority to establish and amend contribution
requirements of the plan members and the participating employers. Participating employers are required by statute to
contribute at a rate assessed each year by the RHBT. The annual contractually required rate is the same for all
participating employers. Employer contributions represent what the employer was billed during the respective year for
their portion of the pay as you go premiums, commonly referred to as paygo, retiree leave conversion billings, and other
matters, including billing adjustments. The annual contractually required per active policyholder per month rates for
State non-general funded agencies and other participating employers effective June 30, 2019, 2018, and 2017,
respectively, were:

(Dollars in thousands) Years Ended June 30,
2019 2018 2017 2017
1/1/17-6/30/17 7/1/16-12/31/16
Pay go Premium $ 183 $ 177 $ 135 $ 196

The Fund’s contributions to the PEIA Plan were $64,000, $66,000, and $71,000 for the years ended June 30,2019, 2018,
and 2017, respectively.

Members retired before July 1, 1997, pay retiree healthcare contributions at the highest sponsor subsidized rate,
regardless of their actual years of service. Members retired between July 1, 1997 and June 30, 2010, pay a subsidized
rate depending on the member's years of service. Members hired on or after July 1, 2010, pay retiree healthcare
contributions with no sponsor provided implicit or explicit subsidy.

Retiree leave conversion contributions from the employer depend on the retiree's date of hire and years of service at
retirement as described below;

e  Members hired before July 1, 1988, may convert accrued sick or leave days into 100% of the required retiree
healthcare contribution.

e  Members hired from July 1, 1988, to June 30, 2001, may convert accrued sick or leave days into 50% of the
required retiree healthcare contribution.

The conversion rate is two days of unused sick and annual leave days per month for single healthcare coverage and three
days of unused sick and annual leave days per month for family healthcare coverage.

Contributions by Nonemployer Contributing Entities in Special Funding Situations

The State of West Virginia is a nonemployer contributing entity that provides funding through SB 419, effective July 1,
2012, amended by West Virginia Code §11-21-96. The State provides a supplemental pre-funding source dedicating $30
million annually to the RHBT Fund from annual collections of the Personal Income Tax Fund and dedicated for payment
of the unfunded liability of the RHBT. The $30 million transferred pursuant to this Code shall be transferred until the
Governor certifies to the Legislature that an independent actuarial study has determined that the unfunded liability of
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RHBT has been provided for in its entirety or July 1, 2037, whichever date is later. This funding is to the advantage of
all RHBT contributing employers.

The State is a nonemployer contributing entity that provides funding through West Virginia State Code §11B-2-32. The
Financial Stability Fund is a plan to transfer an annual amount of $5 million to the RHBT from special revenue funds to
be used to lower retiree premiums, to help reduce benefit cuts, to help reduce premium increases or any combination
thereof. The $5 million transferred pursuant to this Code shall be transferred annually into the RHBT through June 30,
2020. This funding is to the advantage of all RHBT contributing employers.

The State is a nonemployer contributing entity that provides funding through SB 469 which was passed February 10,
2012, granting OPEB liability relief to the 55 County Boards of Education effective July 1, 2012. The public school
support plan (PSSP) is a basic foundation allowance program that provides funding to the local school boards for "any
amount of the employer's annual required contribution allocated and billed to the county boards for employees who are
employed as professional employees, employees who are employed as service personnel and employees who are
employed as professional student support personnel”, within the limits authorized by the State Code. This special funding
under the school aid formula subsidizes employer contributions of the county boards of education.

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

At June 30,2019 and 2018, the Fund reported a liability for its proportionate share of the PEIA Plan’s net OPEB liability
that reflected a reduction for State OPEB support provided to the Fund. The amount recognized by the Fund as its
proportionate share of the net OPEB liability, the related State support, and the total portion of the net OPEB liability
that was associated with the Fund was as follows:

PEIA Plan
(Dollars in thousands) 2019 2018
Fund proportionate share of the net OPEB liability $ 691 $ 851
State's special funding proportionate share of the net OPEB

liability associated with the Fund 143 175
Total portion of the net OPEB liability associated with the Fund $ 834 $ 1,026

The net OPEB liability reported at June 30, 2019 was measured as of June 30, 2018, and the total OPEB liability used
to calculate the net OPEB liability was determined by an actuarial valuation as of June 30, 2017. The Fund’s proportion
of the net OPEB liability was based on its proportionate share of employer and non-employer contributions to the OPEB
Plan for the fiscal year ended on the measurement date. At June 30, 2018, the Fund’s proportion was .032209 percent,
which is a decrease of .002398 percent from its proportion measured as of June 30, 2017.

For the years ended June 30, 2019 and 2018, respectively, the Fund recognized OPEB expense of $34,566 and $95,981
and for support provided by the State under special funding situations revenue of $43,653 and $53,658. At June 30,2019
and June 30, 2018, the Fund reported deferred outflows of resources and deferred inflows of resources related to the
PEIA Plan from the following sources:

PEIA Plan June 30,2019
(Dollars in thousands) Deferred O utflows Deferred Inflows
of Resources of Resources

Differences between expected and acutal experience $ = $ 10
Changes in assumptions - 69
Net difference between projected and actual earnings

on OPEB plan investments - 13
Changes in proportion and differences between Fund

contributions and proportionate share of contributions - 146
Fund contributions subsequent to the measurement date of June 30, 2018 64 -
Total $ 64 $ 238
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PEIA Plan June 30,2018

(Dollars in thousands) Deferred Outflows Deferred Inflows
of Resources of Resources

Differences between expected and acutal experience $ = $ 3
Net difference between projected and actual earnings

on OPEB plan investments - 13
Changes in proportion and differences between Fund

contributions and proportionate share of contributions - 137
Fund contributions subsequent to the measurement date of June 30, 2017 66 -
Total $ 66 $ 153

Deferred outflows of resources related to OPEB of $64,000 resulting from Fund contributions subsequent to the
measurement date will be recognized as a reduction of the net OPEB liability in the year ended June 30, 2020. Other
amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be recognized
in OPEB expense as follows:

PEIA Plan
(Dollars in thousands)

Year Ended OPEB
June 30: Expense
2020 $ (75
2021 (75)
2022 (65)
2023 (23)

Actuarial Assumptions

The June 30, 2019 total OPEB liability was determined by an actuarial valuation as of June 30, 2017, rolled forward to
June 30, 2018 using the following actuarial assumptions, applied to all periods included in the measurement, unless
otherwise specified:

PEIA Plan

Inflation 2.75%

Salary increases Dependent upon pension system ranging from 3.00% to 6.50%, including inflation

Investment rate of return 7.15%, net of OPEB plan investment expense, including inflation

Healthcare cost trend rates Actual trend used for fiscal year 2018. For fiscal years on and after 2019, trend
starts at 8.00% and 10.00% for pre and post-M edicare, respectively, and gradually
decreases to an ultimate trend of 4.50%. Excess trend rate of 0.13% and 0.00% for
pre and post-M edicare, respectively, is added to healthcare trend rates pertaining
to per capita claims costs beginning in 2022 to account for the Excise Tax.

Actuarial cost method Entry Age Normal Cost M ethod

Amortization method Level percentage of payroll, closed

Remaining amortization method 20 years closed as of June 30, 2017

Post-retirement mortality rates were based on the RP-2000 Healthy Annuitant Mortality Table projected with Scale AA
on a fully generational basis for PERS and Teachers’ Retirement System (TRS) and RP-2014 Healthy Annuitant
Mortality Table projected with scale MP-2016 on a fully generational basis for West Virginia Death, Disability, and
Retirement Fund (Troopers A) and West Virginia State Police Retirement System (Troopers B). Pre-retirement mortality
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rates were based on RP-2000 Non-Annuitant Mortality Table projected with Scale AA on a fully generational basis for
PERS and TRS and RP-2014 Employee Mortality Table projected with Scale MP-2016 on a fully generational basis for
Troopers A and B.

The June 30, 2018 total OPEB liability was determined by an actuarial valuation as of June 30, 2016, rolled forward to
June 30, 2017 using the following actuarial assumptions, applied to all periods included in the measurement unless
otherwise specified:

PEIA Plan

Inflation 2.75%

Salary increases Dependent upon pension system ranging from 3.00% to 6.50%, including inflation

Investment rate of return 7.15%, net of OPEB plan investment expense, including inflation

Healthcare cost trend rates Actual trend used for fiscal year 2017. For fiscal years on and after 2018, trend
starts at 8.50% and 9.75% for pre and post-M edicare, respectively, and gradually
decreases to an ultimate trend of 4.50%. Excess trend rate of 0.14% and 0.29% for
pre and post-M edicare, respectively, is added to healthcare trend rates pertaining
to per capita claims costs beginning in 2020 to account for the Excise Tax.

Actuarial cost method Entry Age Normal Cost M ethod

Amortization method Level percentage of payroll over a 21 year closed period

Remaining amortization method 21 years closed as of June 30, 2016

Post-retirement mortality rates were based on the RP-2000 Healthy Annuitant Mortality Table projected with Scale AA
on a fully generational basis for PERS and Teachers’ Retirement System (TRS). RP-2000 Healthy Annuitant Mortality
Table projected to 2025 with scale BB for West Virginia Death, Disability, and Retirement Fund (Troopers A) and West
Virginia State Police Retirement System (Troopers B). Pre-Retirement: RP-2000 Non-Annuitant Mortality Table
projected with Scale AA on a fully generational basis for PERS and TRS. RP-2000 Non-Annuitant Mortality Table
projected to 2020 with Scale BB for Troopers A and B.

The actuarial assumptions used in the June 30, 2016 and 2017 valuations were based on the results of an actuarial
experience study for the period July 1, 2011- June 30, 2015.

Certain assumptions have been changed since the prior measurement date. The assumption changes that most
significantly impacted the Net OPEB Liability are as follows: the inclusion of waived annuitants increased the liability
by approximately $17 million; a 15% reduction in the retirement rate assumption decreased the liability by approximately
$68 million; a change in certain healthcare-related assumptions decreased the liability by approximately $232 million;
and an update to the mortality tables increased the liability by approximately $25 million. Certain other assumption
changes were noted but did not materially impact the Net OPEB Liability.

The long-term expected rate of return of 7.15% on the PEIA Plan investments was determined by a combination of an
expected long-term rate of return of 7.50% for long-term assets invested with the West Virginia Investment Management
Board (WVIMB) and an expected short-term rate of return of 3.0% for assets invested with the WVBOTI. Long-term
pre-funding assets are invested with the WVIMB. The strategic asset allocation consists of 55% equity, 15% fixed
income, 10% private equity, 10% hedge fund and 10% real estate invested. Short-term assets used to pay current year
benefits and expenses are invested with the WVBOTI.

The long-term rate of return on the PEIA Plan investments were determined using a building block method in which
estimates of expected future real rates of return (expected returns, net of OPEB plan investment expense and inflation)
was developed for each major asset class. These ranges were combined to produce the long-term expected rate of return
by weighting the expected future real rates of return by the target asset allocation percentages and by adding expected
inflation. Best estimates of long-term geometric rates are summarized in the following table:
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PEIA Plan

Long-Term Expected
Asset Class Real Rate of Return
Large Cap Domestic 17.0%
Non-Large Cap Domestic 22.0%
International Qualified 24.6%
International Non-Qualified 24.3%
International Equity 26.2%
Short-Term Fixed 0.5%
Total Return Fixed Income 6.7%
Core Fixed Income 0.1%
Hedge Fund 5.7%
Private Equity 19.6%
Real Estate 8.3%
Opportunistic Income 4.8%
Cash 0.0%

Discount rate. The discount rate used to measure the total OPEB liability was 7.15%. The projection of cash flows used
to determine the discount rate assumed that PEIA Plan contributions would be made at rates equal to the actuarially
determined contribution rates, in accordance with prefunding and investment policies. Future pre-funding assumptions
include a $30 million annual contribution from the State through 2037. Based on those assumptions, and that the PETA
Plan is expected to be fully funded by fiscal year ended June 30, 2037, the PEIA Plan’s fiduciary net position was
projected to be available to make all projected future benefit payments of current plan members. Therefore, the long-
term expected rate of return on PEIA Plan investments was applied to all periods of projected benefit payments to
determine the total OPEB liability. Discount rates are subject to change between measurement dates.

Other key assumptions. The projection assumes that the capped subsidy aggregate contribution limit of $160 million
for 2018 would increase by $10 million per year on and after 2019. Additionally, the per member subsidy is projected
to increase by at least 3.0% per year but no more than the healthcare trend inflation assumption such that the product of
the projected subsidy and projected members is less than the projected aggregated capped costs; and the member's share
of plan costs is expected remain stable as a percentage of total costs following the year that the program is fully funded.
After 2037, the program is projected to be fully funded and the sponsor is assumed to contribute the residual portion of
normal cost and operational expenses needed to maintain a funded ratio of 100% in future years. In addition, after 2035,
the member's share of total plan costs is assumed to remain stable at approximately 61% of total plan costs. These
assumptions produced per member annual capped subsidy increases of 3.0% per year from 2018 to 2023 and 4.5% per
year after 2023.

Members hired on or after July 1, 2010, are required to pay 100% of expected cost of coverage, resulting in no implicit
or explicit employer cost. Consequently, these members are excluded from the actuarial valuation.

Contract Renewal

On August 21, 2018, RHBT executed a contract renewal with Humana’s Medicare Advantage Plan (Humana MAPD)
for Plan years 2019 and 2020. This renewal included reduced per member per month capitation costs which decreased
from $224 to $175 per member per month, due to favorable experience and the removal of the health insurance fee.

The estimated impact of these reduced rates was not recognized in the estimated net OPEB liability measured at June
30, 2018, since the contract was executed subsequent to the measurement date. Per GASB Statement 75, if a change
occurs in a factor relevant to measurement of the net OPEB liability between the measurement date of the net OPEB
liability and the employer’s current fiscal year-end, the employer should report the effect on the net OPEB liability of
that change as of the next measurement date. The estimated impact of the reduced capitation rates on the net OPEB
liability is a decrease of approximately 9.0%, or $280 million, which was considered in the next actuarial valuation
estimating the net OPEB liability measured as of June 30, 2019. The future actuarial measurement may differ
significantly from this estimate due to various other factors such as the following: plan experience differing from that
anticipated by the economic or demographic assumptions; changes in economic or demographic assumptions due to
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changing conditions; increases or decreases expected as part of the natural operation of the methodology used for these
measurements; and changes in plan provisions or applicable law.

Sensitivity of the Fund's Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate
The following presents the Fund’s proportionate share of the net OPEB liability, calculated using the current discount

rate, as well as what the Fund’s proportionate share of the net OPEB liability would be if it were calculated using a
discount rate that is 1-percentage point lower or 1-percentage-point higher than the current rate:

PEIA Plan
(Dollars in thousands)
Net Change in Discount Rate

Current
1% Decrease Discount Rate 1% Increase
6.15% 7.15% 8.15%
Fund's proportionate share of
the net OPEB liability $ 812 $ 691 $ 590

Sensitivity of the Fund's Proportionate Share of the Net OPEB Liability to Changes in the Healthcare Cost Trend
Rates

The following presents the Fund’s proportionate share of the net OPEB liability, as well as what the Fund’s proportionate
share of the net OPEB liability would be if it were calculated using healthcare cost trend rates that are 1-percentage-
point lower or 1-percentage point higher than the current rates:

PEIA Plan
(Dollars in thousands)
Net Change in Healthcare Cost Trend Rates

Current
Healthcare
1% Decrease Cost Trend 1% Increase
Fund's proportionate share of
the net OPEB liability $ 572 $ 691 $ 836

NOTE I - SPECIAL ITEM - TRANSFER OF OPERATIONS

On March 8, 2018, the 2018 State Legislature passed Senate Bill 261 transferring administration of the WVAHTF to the
Fund effective June 8, 2018 to streamline government and provide efficiency by reducing redundancy. On June 8, 2018,
the WVAHTF transferred the assets, deferred outflows of resources, liabilities and deferred inflows of resources
comprising its operations to the Fund. As a result of the transaction, the Fund recognized the following assets, deferred
outflows of resources, liabilities, deferred inflows of resources and increase in net position at the time of the special item
transfer of operations during the year ended June 30, 2018:
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(Dollars in thousands) Carrying
Values

Transferred Assets

Restricted cash and cash equivalents $ 4,114

Restricted mortgage loans, net of allowance for losses 379
Total Assets 4,493
Deferred outflows of resources 22
Transferred Liabilities

Accounts payable and other liabilities 42
Total Liabilities 42
Deferred inflows of resources 4
Restricted Net Position of Transferred Op erations $ 4,469

NOTE J - SUBSEQUENT EVENTS

On August 1, 2019, the Fund redeemed various Housing Finance Bonds and General New Issue Bond Program Bonds
in advance of the scheduled maturities at a par amount of $2,365,000.

NOTE K - NEW ACCOUNTING PRONOUNCEMENTS

The GASB has issued Statement No. 84, Fiduciary Activities, Statement No. 87, Leases, Statement No. 89, Accounting
for Interest Cost Incurred before the End of a Construction Period, Statement No. 90, Majority Equity Interests and
Statement No. 91, Conduit Debt Obligations. The provisions of Statements No. 84 and 90 are effective for periods
beginning after December 15, 2018. The provisions of Statements No. 87 and 89 are effective for periods beginning
after December 15, 2019. The provisions of Statement 91 are effective for periods beginning after December 15, 2020.
The Fund has not yet determined the effect, if any, these statements will have on its financial statements.
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REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULES OF THE PROPORTIONATE SHARE OF THE NET PENSION LIABILTIY

PERS

(Dollars in thousands)

Years Ended June 30

2019 2018 2017 2016 2015
The Fund's proportionate (percentage) of the net pension liability 0.386822% 0.381747% 0.383639% 0.413624%  0.413581%
The Fund’s proportionate share of the net pension liability $ 999 $ 1,648 $ 3,526 $ 2310 $ 1,526
The Fund’s covered payroll $ 5345 $ 5,183 $ 5,289 $ 5,607 $ 5,538
The Fund’s proportionate share of the net pension liability as a
percentage of its covered payroll 18.70% 31.81% 66.70% 41.18% 27.56%
Plan fiduciary net position as a percentage of the total pension liability 96.33% 93.67% 86.11% 91.29% 93.98%
Note: All amounts presented are as of the measurement date, which is one year prior to the fiscal year end date
SCHEDULES OF CONTRIBUTIONS TO THE PERS
(Dollars in thousands) Years Ended, June 30,
2019 2018 2017 2016 2015 2014 2013
Statutorily required contribution $ 565 $ 588 $ 622 $ 714 $ 785 $ 803 $ 743
Contributions in relation to the statutorily
required contribution 565 588 622 714 785 803 743
Contribution deficiency (excess) $ - $ - $ - $ - $ - $ - $ -
Fund's covered payroll $ 5,650 $ 5345 $ 5,183 $ 5,289 $ 5,607 $ 5,538 $ 5307
Contributions as a percentage of covered
payroll 10.0% 11.0% 12.0% 13.5% 14.0% 14.5% 14.0%

See Independent Auditor’s Report and Notes to the Required Supplementary Information.
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SCHEDULES OF CHANGES IN NET OPEB LIABILITY AND RELATED RATIOS —
WELFARE BENEFIT PLAN

(Dollars in thousands) June 30,

2019 2018 2017
Total OPEB Liability
Service cost $ 143 $ 147 $ 150
Interest (includes interest on service cost) 219 234 245
Changes of benefit terms - - -
Differences between expected and actual experience - (200) -
Changes of assumptions - (660) -
Benefit payments (311) (228) (218)
Net change in total O PEB liability $ 51 $ (707) $ 177
Total O PEB liability - beginning 4,872 5,579 5,402
Total O PEB liability - ending $ 4,923 $ 4,872 $ 5,579

Plan fiduciary net position
Contributions - employer $ 311 $ 228 $ 405
Contributions - member - - -

Net investment income 172 46 22
Benefit payments, including refunds of member contributions (311) (228) (218)
Administrative expense 31) (35) (16)
Net change in plan fiduciary net position $ 141 $ 11 $ 193
Plan fiduciary net position - beginning 5,444 5,433 5,240
Plan fiduciary net position - ending $ 5,585 $ 5,444 $ 5,433
Net OPEB (asset) - ending $ (662) $ (572) $ 146
Plan fiduciary net position as a percentage of the total O PEB liability 113.46% 111.74% 97.40%

SCHEDULES OF CONTRIBUTIONS TO THE WELFARE BENEFIT PLAN

(Dollars in thousands) June 30,

2019 2018 2017
Actuarially determined contribution $ 108 $ 101 $ 162
Contributions in relation to the actuarially determined contribution 311 228 405
Contribution (excess) (203) (127) (243)
Covered employee payroll $ 5,582 $ 5,396 $ 5,268
Contributions as a percentage of covered employee payroll 5.57% 4.23% 7.69%

SCHEDULES OF ANNUAL RATE OF RETURN ON INVESTMENTS -

WELFARE BENEFIT PLAN
June 30,
2019 2018 2017
Money-weighted rate of return, net of investment expense 3.37% 0.78% 0.66%

See Independent Auditor’s Report and Notes to the Required Supplementary Information.
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SCHEDULES OF THE PROPORTIONATE SHARE OF THE NET OPEB LIABILITY -
WEST VIRGINIA PUBLIC EMPLOYEES INSURANCE AGENCY PLAN

(Dollars in thousands) Years Ended June 30,

2019 2018
The Fund's proportionate (percentage) of the net OPEB liability 0.032209% 0.034607%
The Fund’s proportionate share of the net OPEB liability $ 691 $ 851

State's proportionate share of the net OPEB liability associated

with the Fund 143 175
Total $ 834 $ 1,026
The Fund’s covered employee payroll $ 126 $ 124

The Fund’s proportionate share of the net OPEB liability as a
Percentage of its covered employee payroll 548.41% 686.29%

Plan fiduciary net position as a percentage of the total OPEB liability 30.98% 25.10%

Note: All amounts presented are as of the measurement date, which is one year prior to the fiscal year end date

SCHEDULES OF CONTRIBUTIONS TO THE WEST VIRGINIA PUBLIC EMPLOYEES INSURANCE
AGENCY PLAN

(Dollars in thousands) Years ended June 30,
2019 2018
Required contribution $ 64 $ 66
Contributions in relation to the
required contribution 64 66
Contribution deficiency (excess) $ - $ -
The Fund's covered employee payroll $ 131 $ 126

Contributions as a percentage of covered
employee payroll 48.9% 52.4%

See Independent Auditor’s Report and Notes to the Required Supplementary Information.
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NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

NOTE A - RETIREMENT PLAN TREND INFORMATION PRESENTED

The accompanying schedules of the Fund’s proportionate share of the net OPEB and pension liabilities and contributions
to the West Virginia PEIA Plan, PERS, and the Welfare Benefit Plan and the schedules of annual rate of return on
investments of the Welfare Benefit Plan are required supplementary information to be presented for 10 years. However,
until a full 10-year trend is compiled, information is presented in the schedules for those years for which information is
available.

NOTE B - RETIREMENT PLAN ACTUARIAL ASSUMPTIONS AND METHODS

The information presented in the Schedules of Contributions to PERS was based on the actuarial valuation as of July 1,
2018 using the actuarial assumptions and methods as follows:

2015-2018 2014
Individual entry age normal cost with level

Actuarial cost method Individual entry age normal cost with level

percentage of payroll percentage of payroll

Asset valuation method Fair value Fair value

Amortization method Level dollar, fixed period Level dollar, fixed period

Amortization period Through Fiscal Year 2035 Through Fiscal Year 2035
Actuarial assumptions:
Investment rate of return 7.50% 7.50%
Projected salary increases:
State 3.0-4.6% 4.25 - 6.0%
Non-state 3.35-6.0%
Inflation rate 3%; (2015 - 1.90%) 2.20%
Discount rate 7.50% 7.50%

Mortality rates

Active - 100% of RP-2000 Non-Annuitant,

Scale AA fully generational (2016, 2017)

Retired healthy males - 110% of RP-2000 Healthy
Annuitant, Scale AA fully generational

Retired healthy females - 101% of RP-2000 Healthy
Annuitant, Scale AA fully generational

Disabled males - 96% of RP-2000 Disabled Annuitant,
Scale AA fully generational

Disabled females - 107% of RP-2000 Disabled Annuitant,
Scale AA fully generational

1.75-35.1%

2 -35.88%

.007 - .675% (2015 - 0-.675%)

12% - 100% (2015 - 15% - 100%)

Withdrawal rates: State
Non-state
Disability rates
Retirement rates
Date range in most recent

experience study 2009-2014

Healthy males - 1983 GAM

Healthy females - 1971 GAM

Disabled males - 1971 GAM

Disabled females - Revenue ruling 96-7

1-26%
2-31.2%
0-.8%
15% - 100%

2004-2009

The information presented in the Schedules of Contributions to the Welfare Benefit Plan was based on the actuarial

assumptions and methods as follows:

Valuation date
Timing

Actuarial Cost Method

Asset Valuation Method

Amortization Method

Remaining Amortization Period

Actuarial Assumptions:
Discount rate

Salary Increases
Healthcare cost trend rates

1/1/2018 Rolled forward to 6/30/2019
Actuarially determined contribution rates are calculated based on the actuarial
valuation completed during even calendar years

Entry Age Normal

Market Value of Assets

Level Percentage of Pay Closed
19 years as of 1/1/2018

4.50%
3% total payroll growth

Pre-Medicare: 8.40% in calendar 2018 grading down to 4.0% over 15 years
Medicare: 0.0% in calendar 2018 and 2019 5.0% grading down to 4.0% over 13 years

Administrative expenses: 4.0% per year
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Valuation date 1/1/2016 Rolled forward to 6/30/2017

Timing Actuarially determined contribution rates are calculated based on the actuarial
valuation completed during even calendar years
Actuarial Cost Method Entry Age Normal
Asset Valuation Method Market Value of Assets
Amortization Method Level Percentage of Pay Closed
Remaining Amortization Period 21 years as of 1/1/2016
Actuarial Assumptions:
Discount rate 4.50%
Salary Increases 3% total payroll growth
Healthcare cost trend rates Pre-Medicare: 10.0% in calendar 2016 grading down to 4.0% over 15 years

Medicare: 6.0% in calendar 2016 grading down to 4.0% over 15 years
Administrative expenses: 4.0% per year

NOTE C - PERS PLAN AMENDMENTS

The PERS was amended to make changes which apply to new employees hired on or after July 1, 2015 as follows:

e For employees hired prior to July 1, 2015, qualification for normal retirement is age 60 with five years of service or
at least age 55 with age and service equal to 80 or greater. For employees hired on or after July 1, 2015, qualification
for normal retirement is 62 with 10 years of service or at least age 55 with age and service equal to 80 or greater.

e The straight life annuity retirement benefit is equivalent to 2% of average salary multiplied by years of service. For
employees hired prior to July 1, 2015, average salary is the average of the three consecutive highest annual earnings
out of the last fifteen years of earnings. For all employees hired on or after July 1, 2015 average salary is the average
of the five consecutive highest annual earnings out of the last fifteen years of earnings.

e For employees hired prior to July 1, 2015, terminated members with at least five years of contributory service who
do not withdraw their accumulated contributions may elect to receive their retirement annuity beginning at age 62.
For all employees hired on or after July 1, 2015, terminated members with at least ten years of contributory service
who do not withdraw their accumulated contributions may elect to receive their retirement annuity beginning at age
64.

e For all employees hired prior to July 1, 2015, employees are required to contribute 4.5% of annual earnings. All
employees hired on or after July 1, 2015, are required to contribute 6% of annual earnings.

NOTE D - PEIA PLAN CHANGES IN ASSUMPTIONS

Below are changes in assumptions between the 2017 and 2016 valuations:

The assumption changes that most significantly impacted the Net OPEB Liability are as follows: the inclusion of waived
annuitants increased the liability by approximately $17 million; a 15% reduction in the retirement rate assumption
decreased the liability by approximately $68 million; a change in certain healthcare-related assumptions decreased the
liability by approximately $232 million; and an update to the mortality tables increased the liability by approximately
$25 million. Certain other assumption changes were noted but did not materially impact the Net OPEB Liability.

Below are changes in the assumptions between the 2016 and 2015 valuations:

Certain economic and behavioral assumptions are unique to healthcare benefits. These assumptions include the
healthcare trend, per capita claims costs, the likelihood that a member selects healthcare coverage and the likelihood that
a retiree selects one-person, two person or family coverage. These assumptions were updated based on a recent
experience study performed by the RHBT actuaries using five-year experience data through June 30, 2015. The updated
per capita claims costs were also based on recent claims, enrollment and premium information as of the valuation date.
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For the June 30, 2016 valuation, the retiree healthcare participation assumption for each retirement plan is slightly higher
than the previous assumption used in the June 30, 2015 OPEB valuation. More members who were covered as actives
will be assumed to participate as retirees.

The 2016 and 2015 valuations include consideration of the $30 million annual appropriations under Senate Bill 419,
through July 1, 2037, or if earlier, the year the benefit obligation is fully funded. Additionally, the presentation of covered
payroll was changed for the June 30, 2015, actuarial valuation. Participating employees hired before July 1, 2010, pay
retiree premiums that are subsidized based on years of service at retirement. Participating employees hired on or after
July 1, 2010, are required to fully fund premium contributions upon retirement. Consequently, beginning June 30, 2015,
actuarial valuation covered payroll represents only the payroll for those OPEB eligible participating employees that were
hired before July 1, 2010, allowing a better representation of the UAAL as a percentage of covered payroll, whereas, for
the prior years, covered payroll is in total for all participating employees.
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WEST VIRGINIA HOUSING DEVELOPMENT FUND
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2019

NOTE A — BASIS OF PRESENTATION

The Schedule of Expenditures of Federal Awards (SEFA) is presented on the accrual basis.

NOTE B — ADMINISTRATIVE EXPENSES

The West Virginia Housing Development Fund (the Fund) receives a fee for the administration of the
Section 8 Housing Assistance Programs. The fee amount is a maximum of 2% of the fair market rent per
unit per month. Also, the Fund receives reimbursement for administrative expenses relating to the HOME
Investment program. The amount available for reimbursement is equal to 10% of the HOME Investment
program basic allocation formula for each fiscal year.

NOTE C - HOME INVESTMENT PARTNERSHIPS PROGRAM

The following is a breakdown of total federal receipts and expenditures for the HOME Investment
Partnership Program by participant number for fiscal year 2019:

Total Federal Total
Participant Number Federal Receipts Repayment Income  Financial Receipts Expenditures
M16-SG-54-0100 $ 606,301 $ 219,361 $ 825,662 $ 825,662
M17-SG-54-0100 1,510,022 1,172,370 2,682,392 2,682,392
M18-SG-54-0100 547,285 233,063 780,348 780,348
$ 2,663,608 $ 1,624,794 $ 4288402 $ 4,288,402

NOTE D — HOUSING TRUST FUND PROGRAM

The following is a breakdown of total federal receipts and expenditures for the Housing Trust Fund by
participant number for fiscal year 2019:

Total Federal Total
Participant Number Federal Receipts Repayment Income  Financial Receipts Expenditures
F16-SG-54-0100 $ 517,257 $ - $ 517,257 $ 517,257
F17-SG-54-0100 1,325,127 - 1,325,127 1,325,127
F18-SG-54-0100 - 9 9 9
$ 1,842,384 $ 9 $ 1842393 $ 1,842,393

58



NOTE E — LOANS WITH CONTINUING FEDERAL COMPLIANCE REQUIREMENTS

The following is a breakdown of loan balances at June 30, 2019 for which the Federal government
imposes continuing compliance requirements:

Program Title Federal CFDA Number Loan Balance
Housing Trust Fund 14.275 $ 2,632,858
HOME Investment 14.239 $ 112.861.371

$ 115,494,229
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EDWARDS

INDEPENDENT AUDITOR’S 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

To the Board of Directors
West Virginia Housing Development Fund
Charleston, West Virginia

We have audited, in accordance with the 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, the financial statements of the West Virginia
Housing Development Fund (the Fund), as of and for the year ended June 30, 2019, and the related notes
to the financial statements which collectively comprise the Fund’s basic financial statements, and have
issued our report thereon dated August 30, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Fund’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Fund’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Fund’s internal control.

A deficiency in internal control 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 and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement
of the Fund’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

Your Success is Our Focus
300 Chase Tower, 707 Virginia Street, East « Charleston, WV 25301 « 304-343-4188 « Fax: 304-344-5035 » www.BEcpas.com
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Fund’s financial statements are free from
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 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.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Fund’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with

Government Auditing Standards in considering the Fund’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

QM,M “@a?,sffsfﬂ?

CERTIFIED PUBLIC ACCOUNTANTS

Charleston, West Virginia
August 30, 2019
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EDWARDS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
West Virginia Housing Development Fund
Charleston, West Virginia

Report on Compliance for Each Major Federal Program

We have audited the West Virginia Housing Development Fund’s (the Fund) compliance with the types
of compliance requirements described in the OMB Compliance Supplement that could have a direct and
material effect on the Fund’s major federal program for the year ended June 30, 2019. The Fund’s major
federal program is identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions
of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the Fund’s major federal program based on
our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
Fund’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of the Fund’s compliance.

Your Success is Our Focus
300 Chase Tower, 707 Virginia Street, East « Charleston, WV 25301 « 304-343-4188 « Fax: 304-344-5035 » www.BEcpas.com
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Opinion on Each Major Federal Program

In our opinion, the Fund complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major federal program for the year
ended June 30, 2019.

Report on Internal Control Over Compliance

Management of the Fund is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the Fund’s internal control over compliance with the types of
requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for the major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Fund’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or a combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control
over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance
with a type of compliance requirement of a federal program that is less severe than a material weakness
in internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing

of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

%wm,w "@a?,?ﬂff?

CERTIFIED PUBLIC ACCOUNTANTS

Charleston, West Virginia
November 25, 2019
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WEST VIRGINIA HOUSING DEVELOPMENT FUND

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended June 30, 2019

Section I - Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued on whether the financial
statements audited were prepared in accordance with GAAP: Unmodified

Internal control over financial reporting:
e Material weakness(es) identified?

o Significant deficiency(ies) identified?

Noncompliance material to financial
statements noted?

Federal Awards

Internal control over major federal programs:
e Material weakness(es) identified?

o Significant deficiency(ies) identified?

Type of auditor’s report issued on compliance for
major federal programs:

Any audit findings disclosed that are
required to be reported in accordance
with 2 CFR 200.516(a)?

Identification of major programs:

CFDA Number

14.195

14.WV800

64

Yes X No

Yes X None reported

Yes X No

Yes X No

Yes X None reported

Unmodified

Yes X No

Name of Federal Program or Cluster

Section 8 Cluster comprised of:
Section 8 Housing Assistance Payments
Program - Special Allocations

Section 8 Performance Based Contract
Administration



WEST VIRGINIA HOUSING DEVELOPMENT FUND

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(Continued)

Year Ended June 30, 2019

Section I - Summary of Auditors’ Results (Continued)

Dollar threshold used to distinguish
between type A and type B programs: $ 3,000,000

Auditee qualified as low-risk auditee? X  Yes ~ No

Section II - Financial Statement Findings

No findings were identified that are required to be reported under this section.

Section III - Federal Award Findings and Questioned Costs

No findings were identified that are required to be reported under this section.
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EXHIBIT B

Affordable Housing Fund Program Annual Loan Term Sheet

Forgivable Loan Products - Funded by 90% of revenue collected
Activity Purpose Availability Funding Limits Terms
. $200 nonrefundable application fee. Repayable only if selected to receive
to provide funds for predevelopment costs related to the . ) ) )
devel t of affordable housing ( ket studi LIHTC (or other tax incentive programs) - 2% interest from the final
ev.e opment ot a o.r 2 .e ousing te.g. , mar ? studies, not to exceed $20,000.  |disbursement; maximum 2-year term; the loan will be deferred until the
architectural and engineering costs, surveys, environmental . . . . ) . .
Predevelopment ) L ) RFP Disbursed on a monthly basis |borrower obtains construction loan financing or the property is sold, or 2
studies, etc.) If the project is selected to receive Low-Income . . . ) -
. . . . ) (38424- month draw period) |years after closing the loan, whichever occurs first; Loan renewal applications
Housing Tax Credits (or other tax incentive credits/funds) the . L .
) ) must be accompanied by a $100 nonrefundable application fee and will only
loan must be repaid (see terms section) ; . ; .
be considered for projects that are actively drawing funds.
Homeownership: 0% interest; 2-year term; loan forgiven if funds used for
) the purpose defined in the loan agreement. $200 nonrefundable application
Homeownership - $100,000 . . . ; )
fee. May be paired with an HBFNew-ConstructionFinaneingProgram AHF
Permanent Gap . . . e not to exceed $20,000 per L
) . to provide permanent gap financing for new or rehabilitation ) Repayable Development loan. Loan renewal applications must be
Financing Loans - . ” ) unit. Rental - not to exceed - o o o
. projects - homeownership or rental (may include expenses such RFP accompanied by a $100 nonrefundable application fee. Rental: 0% - 5%
homeownership or s -, the lesser of $150,000 or 33%|. L .
as acquisition and demolition) ) interest; up to 30-year term. $200 nonrefundable application fee. Loans will
rental of total project costs (24- K . .
. be repaid by surplus cash of the project, if any, throughout the term of the
month draw period) L .
loan. Loan renewal applications must be accompanied by a $100
nonrefundable application fee.
- ) . o ) ) not to exceed $10,000 to be
Organizational to provide funds to assist with organizational technical assistance reimbursed for substantiated
Technical Assistance | matters (e.g. , professional development, training, CNAs, short- RFP costs on a monthly basis (18 A $200 nonrefundable application fee. No extensions wll be allowed.
Loans term contract employee costs and consultant costs v .
month draw period)
not to exceed $16,006-
to provide funds for housing counseling to be provided b GHBIgN)to be reimbursed at
Housing Counseling 'p' ] € .g. P K v a rate not to exceed $200 per|A $200 nonrefundable application fee. Training costs shall not exceed $2,000
certified housing counselors and for training costs associated RFP R R K
Loans ) . . o client; disbursed on a of the total award. No extensions wll be allowed.
with housing counseling certifications .
monthly basis (18- month
draw period)
Repayable Loan Products - Funded by 10% of revenue collected
Activity Purpose Availability Funding Limits Terms
to provide-funds financing for te-aceuire-property-thatwillbe- Up to3%5% interest: S-yearterm;-& LTV not to exceed 100%. The toan-wit-
cevelecedbne el lebensha o il e o activities be deferred until borrower obtains construction financing or the propertyi
Acquisition & i i N not to exceed $150;000- . . )
. associated with the development and/or preservation of i X seld-erS-yearsafterelosing the toanwhichevereeeursFirst repayment
Demolition loans - new| X . Ongoing $250,000: Disbursed on a . . I
affordable housing: Funds may be used for demolition only when R . structure will be based on the type of project being financed and the
or+ehab Development . . L . basis monthly basis (3224=month . "
L associated with plans to move forward on an eligible housing d iod) associated risk: The loan term shall not exceed 30 years. $200 nonrefundable
oans raw perio . . .
project; may include Tax Incentive Programs for Acquisition only P application fee. Loan renewal applications must be accompanied by a $100
(e.g., LIHTC Projects) nonrefundable application fee.

Annual Loan Term Sheet AHFP
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