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Report of Independent Accountants

To the Board of Directors
Connecticut Housing Finance Authority
Rocky Hill, Connecticut

We have audited the accompanying balance sheets of the Connecticut Housing Finance Authority (the Authority) (a
component unit of the State of Connecticut) as of December 31, 2005 and 2004, and the related statements of
revenues, expenses and changes in net assets, and cash flows for the years then ended. These financial statements
are the responsibility of the Authority’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

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 of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Authority’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the Connecticut Housing Finance Authority as of December 31, 2005 and 2004, and the results of its operations
and its cash flows for the years then ended, in conformity with accounting principles generally accepted in the
United States of America.

The accompanying Management’s Discussion and Analysis is not a required part of the basic financial statements
but is supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinion on it.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The accompanying financial information contained in Exhibits I and II is presented for the purpose of additional
analysis and is not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in our audits of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

An Independent Member of Baker Tilly International 1



In accordance with Government Auditing Standards, we have also issued a report dated April 7, 2006 on our
consideration of the Authority’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is 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 internal control over financial reporting or compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be considered in
conjunction with this report in considering the results of our audit.
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CONNECTICUT HOUSING FINANCE AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year Ended December 31, 2005

This section of the Connecticut Housing Finance Authority’s (the Authority) annual financial report presents our

discussion and analysis of the Authority’s financial performance for the year ended December 31, 2005. Please read this
section in conjunction with the financial statements and accompanying notes.

Financial Highlights

Total net assets increased $12.1 million (or 1.7%). Operating income was $35.0 million, an increase of $4.4 million

(or 14.4%) over the prior year.

e The increase in the nonoperating loss is substantially attributable to the $20.8 million market value write down of
the Authority’s investment portfolio pursuant to GASB Statement No. 31, which requires that investments be
presented at fair value. Of this total market value write down, $20.3 million is attributable to the Authority’s
GNMA Program Assets discussed below and in Notes 3 and 4 of the audited financial statements.

Operating revenues increased $10.4 million (or 5.0%)

e This increase is largely attributable to the increase in interest on investments, which is a result of higher invested
balances and higher short-term investment rates during calendar year 2005. The higher invested balances are
attributable to the retention of home mortgage loan payoff proceeds received during 2005 for the purpose of
recycling these funds into new mortgages and the continued investment in GNMA Program Assets.

Operating expenses increased $6.0 million (or 3.4%)
e This increase is substantially attributable to the increase in bond interest expense as a result of the increase in the
Authority’s outstanding bonds.

Investments in mortgage loans increased $40.6 million (or 1.7%)

e During 2005, the Authority’s home mortgage, multifamily and special needs housing portfolios all experienced
overall net growth. The Authority also supports its home mortgage program by purchasing GNMA securities that
are collateralized with Authority eligible home mortgage loans. Overall, the loan portfolio backing these securities
increased by $56.2 million. These GNMA mortgage-backed securities (GNMA Program Assets) are categorized as
“investments in securities.” See below and Notes 3 and 4 of the audited financial statements.

e Based on legislation that was passed during calendar year 2002, on April 9, 2003 the Authority acquired housing
assets from the State’s Department of Economic and Community Development from a reallocation of $85 million
of its available cash resources. The par value of this acquired portfolio at December 31, 2003 was $213.3 million.
After evaluation of the underlying loans by the Authority, the carrying value of this portfolio was written down to
$65.0 million. Subsequent activity related to this portfolio for calendar years 2004 and 2005 is detailed below.

Cash and investments in securities increased $176.7 million (or 12.0%)

e $56.2 million of which is attributable to the Authority’s on-going investment in GNMA Program Assets in support
of its home mortgage program (see Note 3 of the audited financial statements).

e $121.2 million of which is attributable to the retention of home mortgage loan payoff proceeds for recycling
purposes.

e §$16.0 million of which is attributable to the increase in escrow deposits held by the Authority. The majority of
these escrow deposits relate to the Authority’s multifamily and special needs housing programs.

e A $20.8 million decrease which is attributable to the effect of GASB Statement No. 31, which requires the
Authority to present its investments at fair value. (See Note 2 of the audited financial statements.)

Bonds payable increased $188.2 million (or 6.0%)
e To support the Authority’s home mortgage, multifamily rental housing and special needs housing programs.

Overview of the Financial Statements

This annual financial report consists of three parts: Management’s Discussion and Analysis (this section), the Basic

Financial Statements and Supplementary Information. The Authority is a self-supporting quasi-public agency established for
the purpose of alleviating the shortage of affordable housing for low and moderate income households in Connecticut. The
financial statements are presented using the accrual basis of accounting. The Authority operates in a manner similar to a
private business that includes activities such as the financing of home mortgage loans and multifamily and special needs
housing real estate development.



CONNECTICUT HOUSING FINANCE AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year Ended December 31, 2005 — (Continued)

Financial Analysis of the Authority
The following table summarizes the changes in Net Assets between December 31, 2005 and 2004:

(in_millions) % Increase/
2005 2004 (Decrease)
Current assets $ 7362 $ 500.3 47.2%
Capital assets 3.3 34 2.9)
Noncurrent assets 3.494.7 3.506.0 (0.3)
Total assets 4,.234.2 4,009.7 5.6
Long-term debt 3,216.5 3,024.5 6.3
Other liabilities 289.6 269.2 7.6
Total liabilities 3,506.1 3,293.7 6.4
Net Assets
Invested in capital assets 33 34 2.9
Restricted 724.8 712.6 1.7
Total net assets $ 728.1 $ 716.0 1.7%

The home mortgage, rental housing and special needs housing loan portfolios are the Authority’s primary assets.

New loans financed under the Authority’s home mortgage programs (including GNMA Program Assets, excluding the
acquired portfolio from the State) exceeded payoffs for the years ended December 31, 2005 and 2004, as follows:

(in millions)

New Loans
Financed Pavoffs
2005 $ 583.0 $ 412.4
2004 $ 569.4 $ 502.3

The change in the multifamily rental housing and special needs housing portfolios (excluding the acquired portfolio from
the State) is summarized as follows:

(in millions) % Increase/
2005 2004 (Decrease)
Construction loan balances $ 1285 $ 102.3 25.6%
Permanent loan balances 569.5 590.5 (3.6)
Special needs housing construction loan balances 13.9 10.2 36.3
Special needs housing permanent loan balances 28.7 24.7 16.2
Total multifamily mortgage loans $ 7406 $ 727.7 1.8%

During calendar year 2003, legislation mandated the Authority’s acquisition of housing assets from the State’s
Department of Economic and Community Development for $85 million. This acquisition is summarized as follows as of
December 31, 2003:

(in millions)

Par Allowance Carrying

Value for Losses Amount
Home mortgage loans $ 342  $ 2600 $ 8.2
Multifamily mortgage loans 179.1 (122.3) 56.8
Total acquired portfolio $ 2133 $ (1483) § 65.0




CONNECTICUT HOUSING FINANCE AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS

Subsequent activity related to this portfolio for calendar years 2004 and 2005 is summarized as follows:

Home mortgage loans
Allowance for losses
Carrying amount

Multifamily mortgage loans
Allowance for losses
Carrying amount

Total carrying amount

Home mortgage loans
Allowance for losses
Carrying amount

Multifamily mortgage loans
Allowance for losses

Carrying amount

Total carrying amount

Year Ended December 31, 2005 — (Continued)

(in millions)

2004 Activity
Balance at Construction Principal Charge Balance at
12/31/03 Loan Advances Payments Offs 12/31/04
$ 34.2 $ - § 22 § 45 $ 27.5
(26.0) - - 4.5 (21.5)
8.2 - (2.2) - 6.0
179.1 2.6 (10.2) 3.2) 168.3
(122.3) (1.5) - 3.2 (120.6)
56.8 1.1 (10.2) - 47.7
$ 65.0 $ 1.1 § (124 $ - $ 53.7
(in millions)
2005 Activity
Balance at Construction Principal Charge Balance at
12/31/04 Loan Advances Payments Offs 12/31/05
$ 27.5 $ - § (1.8 $ 3.0 $ 22.7
(21.5) - - 3.0 (18.5)
6.0 - (1.8) - 4.2
168.3 11.7 (8.9) - 171.1
(120.6) (8.8) - - (129.4)
47.7 2.9 (8.9 - 41.7
$ 53.7 $ 2.9 § (107 $ - $ 45.9

In addition to this acquisition, the State’s Budget for biennial 2004-2005 included a transfer of $2.5 million in each year
from the Authority to the State’s General Fund. The Authority’s budgets for 2004 and 2005, as approved by its Board,
included these transfers in exchange for housing assets. As of December 31, 2005, the Authority transferred $5 million but

had not received the housing assets.

revenues, expenses and changes in net assets.

This amount is included as a “statutory transfer” in the Authority’s statements of



CONNECTICUT HOUSING FINANCE AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
Year Ended December 31, 2005 — (Continued)

Mortgage loan earnings, including earnings on GNMA Program Assets, which are included in “interest on investments,”
represent the Authority’s major source of operating revenue. The Authority also charges various program fees that may
include an application fee, commitment fee, financing fee and sale of servicing fee. The following table summarizes the
changes in operating income between December 31, 2005 and 2004. Please refer to the “Financial Highlights” section of this
analysis for further explanation of these changes.

(in millions) % Increase/
(Decrease)
Operating Revenues:
Interest on mortgage loans 1473 $ 152.8 (3.6)%
Interest on investments 60.6 45.2 34.1
Fees and other income 10.5 10.0 5.0
Total operating revenues 218.4 208.0 5.0
Operating Expenses:
Interest 148.0 141.0 5.0
Amortization of deferred financing costs 3.6 6.4 (43.8)
Servicer fees 6.5 6.6 (1.5)
Administrative 21.6 19.0 13.7
Foreclosure costs and provision for losses 3.7 4.4 (15.9)
Total operating expenses 183.4 177.4 34
Operating income 35.0 30.6 14.4
Nonoperating Revenues (Expenses)
Net decrease in the fair value of investments (20.8) 4.2) 395.2
Other 2.9 2.1 38.1
Total nonoperating loss 17.9) (2.1) 752.4
Income before transfers 17.1 28.5 (40.0)
Statutory transfer (5.0) - -
Change in net assets $ 121 $ 28.5 (57.5)%

Debt Administration

At December 31, 2005, the Authority’s outstanding bond principal was $3,313.1 million, an increase of 6.0% over
December 31, 2004 as shown below. More detailed information related to the Authority’s outstanding bond debt obligations
is presented in Note 7 of the audited financial statements.

The following table summarizes the changes in bonds payable between December 31, 2005 and 2004:
(in_millions)

2005 2004 % Increase
Bonds payable $ 33131 § 3,124.9 6.0%

New Business

During the calendar year 2005, the Authority issued six series of Housing Mortgage Finance Program Bonds and three
series of Special Needs Housing Mortgage Finance Program Special Obligation Bonds totaling $544.2 million to provide
financing for its home mortgage, multifamily mortgage and special needs housing programs. Additionally, further draws
were made on the two series of outstanding Housing Draw Down Bonds totaling $36.6 million for the purpose of
warehousing home mortgage loan payoffs for future bond issues at a reduced interest cost. Under various programs, the
Authority has also made funds available from net assets. Subsequent to December 31, 2005, the Authority issued $398.8
million of Housing Mortgage Finance Program Bonds. Various series of Housing Mortgage Finance Program Bonds and
Housing Draw Down Bonds were partially called totaling $74.3 million.

Contacting the Authority’s Financial Management

This financial report is designed to provide a general overview of the Authority’s finances. If you have questions about
this report or need additional information, contact the Finance Department of the Connecticut Housing Finance Authority at
999 West Street, Rocky Hill, CT 06067.



CONNECTICUT HOUSING FINANCE AUTHORITY
BALANCE SHEETS
(in 000’s)

December 31,

Bonds payable
Total current liabilities

Noncurrent Liabilities

Escrow deposits, net of current portion
Bonds payable
Total noncurrent liabilities

Total liabilities

Net Assets

Invested in capital assets
Restricted
Total net assets

Total liabilities and net assets

96,629

189,450

100,192
3.216.468
3,316,660

3,506,110

3,282

724,815

728,097

$ 4234207

2005 2004
Assets
Restricted Current Assets
Cash and cash equivalents $ 2,683 $ 3,359
Investments in mortgage loans 83,271 76,611
Investments in securities 554,518 355,912
Accrued interest receivable on:
Investments in mortgage loans 13,160 14,861
Investments in securities 3,907 2,737
Accounts receivable and other assets 14,015 14,520
Funds held under Special Needs Housing Renewal
and Replacement Fund 1,606 1,377
Funds held under Capital Reserve Funds
Requirements 63,024 30,892
Total current assets 736,184 500,269
Restricted Noncurrent Assets
Investments in mortgage loans, net of current portion 2,386,684 2,352,722
Investments in securities, net of current portion 452,657 551,943
Accounts receivable and other assets 3,250 2,149
Building and land 3,282 3,410
Real estate owned — single family 613 1,695
Real estate owned — multifamily 9,822 9,822
Other real estate owned 40,471 31,801
Deferred financing costs 27,222 27,854
Funds held under Capital Reserve Funds
Requirements 574,022 527.983
Total noncurrent assets 3.498.023 3.509.379
Total assets $ 4,234,207 $ 4,009,648
Liabilities and Net Assets
Current Liabilities
Escrow deposits $ 40,383 $ 26,586
Accrued interest payable 18,615 17,074
Accounts payable and accrued liabilities 6,175 4,868
Minority interests — other real estate owned 6,931 6,924
Loan payable — other real estate owned 20,717 15,373

100,355

171,180

97,997
3.024.498
3.122.495

3.293.675

3,410

712,563

715.973

$ 4,009,648

The accompanying notes are an integral part of the financial statements
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CONNECTICUT HOUSING FINANCE AUTHORITY
STATEMENTS OF REVENUES,

EXPENSES AND CHANGES IN NET ASSETS
(in 000’s)

Operating Revenues

Interest on mortgage loans
Interest on investments
Fees and other income

Total operating revenues

Operating Expenses

Interest

Amortization of deferred financing costs

Servicer fees

Administrative

Foreclosure costs and provision for losses
Total operating expenses

Operating income

Nonoperating Revenues (Expenses)
Net decrease in the fair value of investments

Affordable housing preservation income
PRIME Program funding

Nonoperating loss

Income before transfers
Statutory transfer

Change in net assets

Net assets, beginning of year
Net assets, end of year

Year Ended December 31,
2005 2004
$ 147,332 $ 152,816
60,556 45,227

10,512

218,400

147,954
3,598
6,557

21,593

3.729

183,431

34,969

9,978

208,021

141,052
6,435
6,596

18,971

4.379

177.433

30,588

(20,754) (4,194)
- 986
2.909 1.146
(17.845) (2.062)
17,124 28,526
(5.000) -
12,124 28,526
715.973 687.447
$ 728,097 $ 715,973

The accompanying notes are an integral part of the financial statements
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CONNECTICUT HOUSING FINANCE AUTHORITY
STATEMENTS OF CASH FLOWS

(in 000’s)

Cash Flows from Operating Activities
Cash received from interest on mortgage loans
Cash received from scheduled mortgage principal payments
Cash received from mortgage principal prepayments
Cash received from fees and other income
Cash received from housing preservation income
Cash payments to purchase mortgage loans
Cash payments to the State
Cash payments to employees
Cash payments to suppliers
Net cash provided by operating activities

Cash Flows from Non-Capital Financing Activities
Increase in escrow deposits
Retirement of bonds payable
Proceeds from sales of bonds
Interest paid
Bond issuance costs
Capital Reserve Funds transfers
Net cash used in non-capital financing activities

Cash Flows from Capital and Related Financing Activities
Building improvements

Net cash used in capital and related financing activities

Cash Flows from Investing Activities
Proceeds from sales of and maturities of investment securities
Purchase of investment securities
Interest received on investments
Net cash provided by (used in) investing activities

Increase (decrease) in cash
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of operating income to net cash provided by operating activities

Operating income

Adjustments to reconcile to net cash provided by operating activities:

Affordable housing preservation income

PRIME program funding

Statutory transfer

Amortization of deferred financing costs

Depreciation

Provision for loan losses

Interest on investments

Interest expense

Decrease in accrued interest on mortgage loans

Increase in accounts receivable and other assets

Increase in accounts payable and other accrued liabilities
(Increase) decrease in mortgage loan and other receivables

Net cash provided by operating activities

Year Ended December 31,
2005 2004
$ 149,056 $ 155,799
69,474 73,470
319,242 424,578
6,959 7,386
- 986
(437,297) (388,090)
(2,500) (2,500)
(11,761) (11,083)
(9,754) (12,022)
83,419 248.524
15,992 9,512
(392,607) (809,808)
580,851 734,948
(144,344) (143,518)
(4,904) (3,749)
_ (94.864) __ (77.763)
(39.876) (290.378)
- (97)
- (97)
197,895 515,983
(301,234) (516,694)
59,120 44,475
(44.219) 43,764
(676) 1,813
3.359 1.546
$ 2,683 $ 3,359
$ 34,969 $ 30,588
- 986
2,909 1,146
(2,500) -
3,598 6,435
128 125
3,729 4,238
(60,556) (45,227)
147,954 141,052
1,701 2,983
(596) (5,023)
1,307 314
(49,224) 110,907
$ 83,419 $ 248,524

The accompanying notes are an integral part of the financial statements
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CONNECTICUT HOUSING FINANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS

Note 1—Authorizing Legislation

Connecticut Housing Finance Authority (the Authority) is a public instrumentality and political subdivision of the State of
Connecticut. It was created in 1969 for the purpose of increasing the housing supply and encouraging and assisting in the
purchase, development and construction of housing for low and moderate-income families and persons throughout Connecticut.
The Authority operates pursuant to Chapter 134 of the Connecticut General Statutes, as amended (the Act). As required by the
Act, the Authority’s powers are exercised by a Board of Directors consisting of fifteen members, four of whom are State
officials, seven of whom are appointed by the Governor and four of whom are appointed by leaders of the General Assembly.

The Authority is authorized to issue its bonds, notes and other obligations to fund loans to qualified borrowers for single
family homes and multifamily developments. Funding of loan programs on an on-going basis is derived principally from bond
proceeds and interest earned on loans and investments.

The Authority is included as a component unit in the State of Connecticut’s Comprehensive Annual Financial Report.
Note 2—Summary of Significant Accounting Policies
Measurement Focus and Basis of Accounting

The Funds of the Authority and similar component units are proprietary fund types. Proprietary funds are used to account
for governmental activities that are similar to those found in the private sector where the determination of net income is
necessary or useful to sound financial administration. Accounting principles generally accepted in the United States of America
(“GAAP”) used for proprietary funds are generally those applicable to similar businesses in the private sector. They are reported
using the economic resources of measurement focus and the accrual basis of accounting. Revenues are recorded when earned,
and expenses are recorded when the liability is incurred, regardless of the timing of related cash flows. GAAP hierarchy
applicable to state and local governmental entities consist of Governmental Accounting Standards Board (“GASB”)
pronouncements. The Authority is following Paragraph No. 6 of GASB Statement No. 20 which states that proprietary funds
should follow all GASB pronouncements as well as pronouncements, issued on or before November 30, 1989, of the Financial
Accounting Standards Board (“FASB”), Accounting Principles Board (“APB”) and the Committee on Accounting Procedure
(“ARB”) unless those pronouncements conflict with GASB pronouncements.

The Authority distinguishes operating revenues and expenses from non-operating items. Operating revenues and expenses
generally result from providing services in connection with the Authority’s ongoing operations. The principal operating
revenues of the Authority are interest income on loans and investment income. The Authority also recognizes revenues from
rental operations and other revenues, which include the sale of loan servicing fees and other administrative fees. Operating
expenses include interest expense, administrative expenses, depreciation, and provision for losses. Revenues not meeting this
definition are generally reported as nonoperating revenues and expenses.

Reporting Entity

As required by GAAP, these financial statements present the Authority and its component units, entities for which the
Authority is considered financially accountable. The Authority is financially accountable for those units that make up its legal
entity as well as certain legally separate organizations, because they have essentially the same board of directors and
management personnel. Blended component units, are, in substance, part of the Authority’s operations; therefore, data from
these units are combined with data of the primary Authority. Interfund activity has been removed.

Connecticut Housing Finance Authority Funds

Under the Act and the Housing Mortgage Finance Program Bond Resolution of September 27, 1972 (the Bond
Resolution), the Authority is authorized to maintain Housing Mortgage General and Capital Reserve Funds. In addition to
the aforementioned funds, the Authority, as permitted by the Act, has established other funds. Included in other funds are
the Investment Trust Fund, which may be used to account for assets which are determined to be “surplus funds” under the
terms of the Bond Resolution, and the Housing Mortgage Insurance Fund, which provides mortgage insurance.

Also included in other funds are the:

(a) Special Needs Housing Fund, Special Needs Housing Capital Reserve Fund, and the Special Needs Housing
Renewal and Replacement Fund (the “Special Needs Housing Funds”) which the Authority is authorized to
maintain under the Act and the Special Needs Housing Mortgage Finance Program Indenture (formerly known as
the Group Home Mortgage Finance Program Indenture of Trust ) (the “Special Needs Indenture”).

(b) Bond Escrow Fund and the Rebate Fund (the “Housing Draw Down Funds”) which the Authority is authorized to
maintain under the Act and the Housing Draw Down Bonds Trust Indenture of July 15, 2004 (the “Draw Down
Indenture™).

10



CONNECTICUT HOUSING FINANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS — (Continued)

Blended Component Units
State Housing Authority

The State Housing Authority (the “Corporation”) is a quasi-public agency of the State of Connecticut and a subsidiary
of the Authority. It was created as the successor to the Connecticut Housing Authority (“CHA”) under Public Act No. 95-
250, which transferred $1,282,000 to establish the Corporation. The Corporation operates pursuant to Chapter 129 of the
Connecticut General Statutes, as amended (the “CHA Act”). The Connecticut Housing Authority had issued mortgage
revenue bonds. As of December 31, 2005 and 2004, one series totaling $10,705,000 of mortgage revenue bonds was
outstanding. The issuance of these obligations did not create or imply any indebtedness on the part of the Corporation.
Each issue requires that the funds related to such issue be held by a trustee for the bondholders; therefore, such funds are not
under the control of the Authority and, accordingly, the Authority’s financial statements do not reflect the balances or
operating results of the various trust accounts.

Real Estate Owned - Multifamily

CHFA - Small Properties, Inc., CPS Properties Inc., Diamond Court — CHFA, Inc., Henry Place — CHFA, Inc.,
Mitchell School — CHFA, Inc., and St. Mary’s Residence — CHFA, Inc., are tax exempt organizations and subsidiaries of
the Authority. These organizations operate pursuant to Section 8-244(c)(1) of the Connecticut General Statutes and were
created to provide distinct accountability for real estate awaiting sale.

Other Real Estate Owned

Trumbull Centre — CHFA, Inc., is also a tax exempt subsidiary of the Authority operating pursuant to Section 8-
244(c)(1) of the Connecticut General Statutes. It was created to acquire a ninety percent interest in a Hartford, Connecticut,
real estate development project known as Trumbull on the Park. Trumbull Centre — CHFA, Inc., also acquired a ninety
percent interest in real estate located at 111 Pearl Street, Hartford, Connecticut, an adjacent property to the Trumbull on the
Park development.

Information regarding the above component units is available at the following address:

Connecticut Housing Finance Authority
Finance Department

999 West Street

Rocky Hill, CT 06067

Cash and Cash Equivalents

Cash is comprised of accounts on deposit with financial institutions. For purposes of reporting cash flows, highly
liquid instruments with an original maturity of less than 90 days are generally considered to be cash equivalents, exclusive
of the State of Connecticut Short Term Investment Fund and overnight sweeps which are considered to be investments in
securities.

Investments in Mortgages

Mortgage loans are carried at their principal balance net of allowance for losses and are generally secured by first liens
on real property. Interest on loans is accrued and credited to operations based on the principal amount outstanding. The
accrual of interest income is discontinued when a loan becomes 90 days past due and in management’s opinion is deemed
uncollectible as to principal or interest. When interest accruals are discontinued, unpaid interest previously credited to
income is reversed and subsequently recognized as income only when received.

Allowance for Losses
The allowance for losses on the loan and real estate owned portfolios is provided through charges against current
operations based on management’s periodic review of the loan and real estate owned portfolios. This review considers such

factors as the payment history of the loans, the current and projected cash flows of the borrowers, estimated value of the
collateral, subsidies, historical loss experience for each type of insurance or guarantee and economic conditions.
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CONNECTICUT HOUSING FINANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS — (Continued)

Investments in Securities

The Authority is limited under the Act to investment obligations issued or guaranteed by the United States Government
or the State of Connecticut and to participation certificates for the combined investment pool administered by the State
Treasurer and to other obligations which are legal investments for savings banks in Connecticut and to time deposits or
certificates of deposit or other similar arrangements secured in such a manner as the Authority determines.

Investments are carried at fair value with the exception of those investments maturing within one year, which are
carried at amortized cost, excluding accrued interest.

Accounts Receivable

The Authority redeemed and refunded certain outstanding bonds under the Bond Resolution which resulted in cash
flow savings, and concurrently entered into an agreement with the United States Department of Housing and Urban
Development (“HUD”) pursuant to which an effective reduction in the Section 8 subsidy payments on certain HUD assisted
developments was made. This savings in Section 8 subsidy is divided equally between the Authority and HUD. The
Authority must use its share of the savings to provide housing for very low-income persons and families. The savings are
held in trust until disbursed by the Authority, at which time they are requisitioned from the trustee.

Building and Land

Individual capital asset acquisitions and subsequent improvements are capitalized at cost. Maintenance and repair
expenses are charged to operations when incurred. Depreciation is computed using the straight-line method over the
estimated useful life of the building of 31.5 years.

Compensated Absences

Full-time employees accrue vacation or annual leave at the rate of ten to twenty-five days per year, depending on length
of service. Employees may accumulate leave time, subject to certain limitations, and upon retirement, termination, or death
may be compensated for certain accumulated amounts at their then current rates of pay. The Authority records an expense
for all accumulated leave that the Authority would be required to pay if all employees terminated their employment.

Deferred Financing Costs

Issuance costs on bonds are deferred and amortized, on a level yield method, over the term of the related issue.
Differences between the reacquisition price and the net carrying amount of refunded debt resulting in defeasance are
deferred and amortized as a component of interest expense over the shorter of the remaining life of the old or the new debt.

Real Estate Owned

Real estate acquired in satisfaction of a loan and in-substance foreclosures are reported separately in real estate owned.
In-substance foreclosures are properties in which the borrower has little or no equity in the collateral, where repayment of
the loan is expected only from the operation or sale of the collateral, and the borrower either effectively abandons control of
the property or the borrower has retained control of the property, but his ability to rebuild equity based on current financial
conditions is considered doubtful. Properties acquired by foreclosure or deed in lieu of foreclosure and properties classified
as in-substance foreclosures are transferred to real estate owned and recorded at the lower of cost or fair market value. Loan
losses arising from the acquisition of such property are charged against the allowance for losses. An allowance for losses on
real estate owned is maintained for subsequent valuation adjustments on a specific property basis.

Interest Rate Swap Agreements
The interest differentials to be paid or received under interest rate swaps are recognized as increases or decreases in
interest expense of the related bond liability. The fair value of the Authority’s position at year end in swap agreements is

disclosed in Note 7. No gains or losses will result under the agreements unless an agreement is terminated prior to maturity
or the counterparty defaults.
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Net Assets
Net assets are classified in the following two categories:

Invested in Capital Assets — This component of net assets consists of capital assets, net of accumulated depreciation.
Restricted — All funds and component units of the Authority that are not related to capital assets are restricted by the
Bond Resolution, Special Needs Indenture, Draw Down Indenture and/or the Act.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect certain reported amounts and
disclosures in the financial statements. Actual results could differ from those estimates.

Recent Accounting Pronouncements

For the year ended December 31, 2004, the Authority adopted GASB Statement No. 40 — Deposit and Investment Risk
Disclosures. This statement updates previous credit risk disclosure requirements and establishes more comprehensive
disclosure requirements addressing other common risks of deposits and investments.

Reclassifications
Certain 2004 amounts have been reclassified to conform to 2005 financial statement presentation.
Note 3—Cash and Cash Equivalents and Investments in Securities
(a) Deposits (in 000’s)

At December 31, 2005 and 2004, the carrying amount reported as cash and cash equivalents on the balance sheets of the
Authority represents deposits (including checking accounts and escrow accounts) of $2,683 and $3,359, respectively. All of this
amount is on deposit in independent financial institutions with a financial institution balance of $3,183 and $3,859 at
December 31, 2005 and 2004, respectively. Included in the carrying amount reported as cash and cash equivalents, $2,100
represents deposits held in escrow by the Authority.

Custodial Credit Risk - Of the $3,183 and $3,859 financial institution balance at December 31, 2005 and 2004, respectively,
$2,140 was uninsured, and collateralized with securities by the financial institution, but not in the Authority’s name.

(b) Investments in Securities (in 000’s)

Since 1999, the Authority directed certain of its participating lenders to assign government insured Authority qualified
home mortgage loans, and sold a portion of its existing home mortgage loan portfolio for assembly into pools guaranteed by the
Government National Mortgage Association (“GNMA”). GNMA securities were issued backed by these home mortgage loans,
and the Authority purchased the securities (“GNMA Program Assets”) with funds held in the Housing Mortgage Capital
Reserve Fund. GNMA Program Assets are carried at fair value pursuant to GASB 31. In 2000, the Authority expanded this
program to allow the purchase of GNMA Program Assets with funds held in the Housing Mortgage General Fund. As a result
of this program expansion and in order to assure compliance with Bond Resolution requirements, the Authority transferred the
$331,081 net assets held in the Investment Trust Fund to the Housing Mortgage General Fund.
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At December 31, 2005, the Authority held the following investments with the listed maturities bearing interest at annual
rates ranging from 2.77% to 8.38% (which includes escrows with a carrying amount of $138,475). For those investments where
no rating is indicated, the investments are direct obligations issued by the United States Government or its agencies or fully
collateralized by such obligations. Ratings are displayed with the Standard & Poor’s rating listed first, the Moody’s Investors
Service second (if available) and the Fitch Rating last (if available).

Investment Maturities (in Years)

Carrying Less More
Amount Than 1 1-5 6-10 Than 10
CMO’s-rated AAA/Aaa $ 539 $ - 3 -3 - 3 539
CMO’s-rated AA+ (Fitch Rating) 3,154 - - - 3,154
Corporate Finance Bonds-rated A+/A1/A+ 2,250 - 2,250 - -
Corporate Finance Bonds-rated BBB-/Baa3/BBB- 5,730 - - 5,730 -
Corporate Notes-rated A/A1/A 2,326 - 2,326 - -
Corporate Notes-rated A-/A3/A 2,855 - 2,855 - -
Corporate Notes-rated BBB/Baa2/BBB 1,564 - 1,564 - -
Corporate Notes-rated A/A3 1,444 - - - 1,444
Federated Funds 60,504 60,504 - - -
Fidelity Tax Exempt Fund-not rated 8,255 8,255 - - -
GNMA Program Assets 712,634 - - - 712,634
Guaranteed Investment Contracts-rated AAA/Aaa 270,147 - 269,010 1,137 -
Investment Agreements 1,575 - - 1,575 -
MBS’s-rated AAA/Aaa 473 - - - 473
MBS’s 4,782 - 84 1,793 2,905
Municipal Bond-rated AAA/Aaa 1,856 - - - 1,856
Repurchase Agreements 14,096 - - - 14,096
STIF-rated AAAm 547,790 547,790 - - -
Structured Securities-rated CCC-/C/C 461 - - - 461
U.S. Government Securities 793 - - - 793
Total investments held by all funds
and component units $1,643,228 § 616,549 § 278,089 § 10,235 § 738,355
Restricted Current Assets
Capital Reserve Funds $§ 60,431
Renewal and Replacement Fund 1,600
All other funds and component units 554,518
Total Restricted Current Assets 616,549
Restricted Noncurrent Assets
Capital Reserve Funds 574,022
All other funds and component units 452,657
Total Restricted Noncurrent Assets 1,026.679
Total investments held by all funds
and component units $1,643,228

Interest Rate Risk — Exposure to declines in fair value is substantially limited to the Authority’s investment in GNMA
Program Assets, discussed above. The Authority’s investment policy requires diversification of its investment portfolio to
eliminate the risk of loss resulting from, among other things, an over-concentration of assets in a specific maturity. This policy
also requires the Authority to attempt to match its investments with anticipated cash flow requirements and to seek
diversification by staggering maturities in such a way that avoids undue concentration of assets in a specific maturity sector.

Credit Risk — The Authority’s investments are limited under the Act to (i) United States Government obligations, including
its agencies or instrumentalities, (ii) investments guaranteed by the State of Connecticut, (iii) participation certificates for the
combined investment pool administered by the State Treasurer or (iv) other obligations which are legal investments for savings
banks in Connecticut. Repurchase agreements, investment agreements and the Federated Funds are fully collateralized by
obligations issued by the United States Government or its agencies. Mortgage Backed Securities (“MBS’s”) and Collateralized
Mortgage Obligations (“CMO’s”) are fully collateralized by the Federal National Mortgage Association (“FNMA”) or the
United States Department of Housing and Urban Development (“HUD”) mortgage pools. Structured Securities are fully
collateralized by Home Improvement Contracts, Home Equity Contracts and/or Manufactured Housing Sales Contracts and
Installment Loan Agreements. At December 31, 2005 and 2004, one Structured Security with a carrying amount of $461 and
$468, respectively, was below Investment Grade rating standards. Corporate Finance Bonds and Guaranteed Investment
Contracts meet Investment Grade rating standards. The Fidelity Tax Exempt Fund is subject to Rule 2a-7 of the Investment
Company Act of 1940.
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Concentration of Credit Risk — The Authority’s investment policy requires diversification of its investment portfolio to
eliminate the risk of loss resulting from, among other things, an over-concentration of assets with a specific issuer. The
Guaranteed Investment Contract with Rabobank International (“Rabobank™) represents 16.4% and 24.6% of the Authority’s
investment portfolio at December 31, 2005 and 2004, respectively (Carrying Amount - $269,010 in 2005 and $359,948 in 2004-
rated AAA/Aaa). If Rabobank’s ratings fall below AA from Standard & Poor’s or Aa2 from Moody’s Investors Service this
Agreement requires Rabobank to collateralize it with direct obligations issued by the United States Government or its agencies,
or assign it to an entity that has the required ratings. This investment is directly related to the Authority’s Housing Draw Down
Bonds, more fully described in Note 7.

Custodial Credit Risk — All investments exist in book entry form and are held by the Trustee or other financial institution in
the Authority’s name or insured (Carrying Amount - $1,094,301 in 2005 and $1,096,859 in 2004) with the exception of the
Berkshire Hathaway Guaranteed Investment Contract which is an Investment Grade unsecured senior debt obligation of
Berkshire Hathaway Inc. (Carrying Amount - $1,137 in 2005 and $1,364 in 2004-rated AAA/Aaa) and the State of Connecticut
Short Term Investment Fund (“STIF”) (Carrying Amount - $547,790 in 2005 and $367,616 in 2004-rated AAAm) which is a
participation certificate for the combined investment pool administered by the State Treasurer. The underlying value of the
investment in the pool is the same as the value of the pool’s shares. Regulatory oversight for the STIF is provided by an
investment advisory council and the Treasurer’s Cash Management Board.

Bond Resolution Capital Reserve Fund (in 000’s)

The Bond Resolution Capital Reserve Fund is established pursuant to the Act and the Bond Resolution and is required to be
maintained at an amount at least equal to the amount of principal, sinking fund installments and interest maturing and becoming
due in the next succeeding calendar year ($234,032 at December 31, 2005 and $230,620 at December 31, 2004) on all bonds of
the Authority then outstanding under the Bond Resolution. Further, the Authority may not issue additional bonds under the
Bond Resolution unless the amount in the Bond Resolution Capital Reserve Fund is at least equal to the maximum amount of
principal, sinking fund installments and interest maturing and becoming due in any succeeding calendar year ($234,032 at
December 31, 2005 and $230,620 at December 31, 2004) on all bonds of the Authority then outstanding under the Bond
Resolution. For purposes of satisfying these requirements, the Act and the Bond Resolution require that investments of the
Bond Resolution Capital Reserve Fund be valued at the lowest of par, actual cost or market value. For purposes of satisfying
this calculation, variable rate unswapped interest on bonds is assumed to be remarketed to long-term rates of interest at the then
current market rate and variable rate swapped interest on bonds is included at the fixed rate on the swap on each calculation date.

Special Needs Indenture Capital Reserve Fund (in 000’s)

The Special Needs Indenture Capital Reserve Fund is established pursuant to the Act and the Special Needs Indenture and is
required to be maintained at an amount at least equal to the amount of principal, sinking fund installments and interest maturing
and becoming due in the next succeeding calendar year ($3,845 at December 31, 2005 and $3,225 at December 31, 2004) on all
bonds of the Authority then outstanding under the Special Needs Indenture. Further, the Authority may not issue additional
bonds under the Special Needs Indenture unless the amount in the Special Needs Indenture Capital Reserve Fund is at least
equal to the maximum amount of principal, sinking fund installments and interest maturing and becoming due in any succeeding
calendar year ($3,939 at December 31, 2005 and $3,225 at December 31, 2004) on all bonds of the Authority then outstanding
under the Special Needs Indenture. For purposes of satisfying these requirements, the Act and the Special Needs Indenture
require that investments of the Special Needs Indenture Capital Reserve Fund be valued at amortized cost or such other method
as determined by the Authority to be reasonable and in the best interest of the bondholders, provided such other method is
approved by the trustee and any applicable bond insurer.

Restricted funds of the Bond Resolution and Special Needs Indenture Capital Reserve Funds consisted of the following:
December 31,

2005 2004
Bond Special Needs Bond Special Needs
Resolution Indenture Total Resolution Indenture Total
Investments in securities $ 630335 $ 4,118 $ 634,453 $ 553,063 $ 3,547 $ 556,610
Accrued interest receivable 2.577 16 2.593 2.250 15 2.265
Total Capital Reserve Funds $632912 § 4,134 § 637,046 $ 555313 § 3,562 $ 558.875
Restricted Current Assets
Investments in securities $ 59266 $ 1,165 $ 60,431 $ 28363 §$§ 264 $§ 28,627
Accrued interest receivable 2.577 16 2.593 2.250 15 2.265
Total Restricted Current Assets 61,843 1,181 63,024 30,613 279 30,892
Restricted Noncurrent Assets
Investments in securities 571,069 2,953 574,022 524,700 3,283 527,983
Total Restricted Noncurrent Assets_ 571,069 2,953 574,022 524,700 3,283 527,983
Total Capital Reserve Funds $632912 § 4,134 §$ 637,046 $ 555313 $ 3,562 $ 558,875
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Special Needs Housing Renewal and Replacement Fund

The Special Needs Housing Renewal and Replacement Fund is established pursuant to the Act and the Special Needs
Indenture to provide funding for capital repairs and replacements exceeding $2,500 for group homes financed with the proceeds
of bonds issued under the Special Needs Indenture. At December 31, 2005 and 2004, the carrying amount of restricted funds of
the Special Needs Housing Renewal and Replacement Fund, including accrued interest receivable of $6,000, was $1,606,000

and $1,377,000, respectively.

Note 4—Investments in Mortgage Loans

The Authority grants single family and multifamily loans to borrowers located in Connecticut.
collateralized by real estate located in Connecticut. The majority of the Authority’s loan portfolio is comprised of residential

mortgages.

Investments in mortgage loans consisted of the following (in 000’s):

December 31,

2005 2004
Home mortgage loans:
Insured by the Federal Housing Administration or
guaranteed by the Veterans Administration $ 1,215,998 $ 1,262,476
Insured by private mortgage insurance companies 198,031 164,492
Guaranteed by the State of Connecticut 149 221
Uninsured reverse annuity mortgage loans 9,692 10,599
Uninsured, not guaranteed 336,657 289,090
Total home mortgage loans 1,760,527 1.726.878
Multifamily mortgage loans:
Completed developments:
Insured by the Federal Housing Administration
or guaranteed by private insurer 74,292 85,672
Partially insured by the Federal Housing Administration 19,515 19,924
Uninsured, federally subsidized 166,665 178,288
Uninsured, State of Connecticut subsidized
special needs housing mortgage loans 28,663 24,736
Uninsured, unsubsidized, not guaranteed 456,232 462,109
Total completed developments 745,367 770,729
Construction mortgage loans:
Uninsured, State of Connecticut subsidized
special needs housing mortgage loans 13,935 10,205
Uninsured, unsubsidized 152,344 115,092
Total construction mortgage loans 166,279 125,297
Total multifamily mortgage loans 911,646 896,026
Less: Allowance for losses (202,218) (193,571)
Total investments in mortgage loans § 2469955 § 2429333
Restricted current assets $ 83,271 $ 76,611
Restricted noncurrent assets 2,386,684 2,352,722
Total investments in mortgage loans $ 2,469,955 $ 2,429,333

All such loans are

The Federal Housing Administration (FHA) home mortgage program insures the repayment of the unpaid principal amount
of the mortgages. The insurance proceeds are usually paid in cash but, under certain programs, payments may be in the form of
twenty-year debentures which may have an interest rate less than that of the insured mortgage. The Veterans Administration
(VA) mortgage program guarantees from 25% to 50% of the original principal amount of the mortgage up to a maximum
guaranty amount of $60,000 for loans up to $144,000. For certain loans in excess of $144,000, the maximum is equal to 25
percent of the Freddie Mac conforming loan limit determined under section 305(a)(2) of the Federal Home Loan Mortgage
Corporation Act for a single family residence, as adjusted for the year involved. For guarantees issued prior to February 1, 1988,
the VA guarantees the lesser of up to 60% of the original principal amount of the mortgage or $27,500 ($25,000 in the case of
guarantees issued prior to October 1, 1980, $17,500 prior to October 1, 1978 and $12,500 prior to December 31, 1974). The
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State of Connecticut has guaranteed the repayment of up to $5,000,000 for the Authority’s Residential Mortgage Guarantee
Program.

The Authority has entered into a risk-sharing agreement with the U.S. Department of Housing and Urban Development
(HUD) whereby HUD will provide partial mortgage insurance on affordable multifamily housing projects processed by the
Authority. The risk of loss to the Authority varies from 10% to 50% or more depending on the level of participation by HUD.

The Authority has made mortgage loans to finance community based residential facilities for mentally retarded persons
(“Group Homes”) and special needs persons (“Assisted Living Facility”) through the issuance of bonds under the Special Needs
Indenture. The mortgage loans will be repaid by Group Home and Assisted Living Facility owners through tenant rent subsidies
received from the State of Connecticut Department of Social Services.

Permanent loans earn interest at rates ranging from 0% to 13.5%, and have initial terms of 2 to 50 years.

Construction loans earn interest at rates ranging from 0% to 6.875%. Upon completion of each development, the related
permanent mortgage loan will generally be provided by the Authority and will generally be payable over 30 to 50 years at
interest rates ranging from 0% to 6.875%.

Nonperforming loans were 1.55% of total assets at December 31, 2005 compared to 1.79% of total assets at December 31,
2004. Information with respect to nonperforming loans is as follows (in 000’s):

December 31,

2005 2004
Nonaccrual single family loans $25,389 $30,096
Nonaccrual multifamily loans 40,283 41.820
Total $65,672 $71,916

Interest income that would have been recorded in the years ended December 31, 2005 and 2004, on nonaccrual loans under
the original terms was approximately $1,698,000 and $2,536,000, respectively.

At December 31, 2005, the multifamily loan portfolio included 19 restructured loans with an aggregate outstanding
principal balance of $84,198,000. The gross interest income that would have been recorded in 2005 if these loans had been
current in accordance with the original terms was $6,133,000. The interest received on these loans in 2005 was $4,529,000.

At December 31, 2004, the multifamily loan portfolio included 18 restructured loans with an aggregate outstanding
principal balance of $82,457,000. The gross interest income that would have been recorded in 2004 if these loans had been
current in accordance with the original terms was $6,327,000. The interest received on these loans in 2004 was $5,121,000.

Note 5—Real Estate Owned and Other Real Estate Owned

Real Estate Owned (in 000’s)
December 31,

2005 2004
Single Single
Family Multifamily _ Total Family Multifamily _ Total
Real estate owned $ 688 $ 12,436 $ 13,124 $ 1,836 $ 12436 $ 14,272
Allowance for losses (75) (2,614) (2,689) (141) (2,614) (2,755)
Real estate owned — carrying amount $ 613 § 9822 § 10435 $ 1695 $ 9822 § 11,517

With respect to real estate owned - single family, since such assets are at least partially insured or guaranteed by outside
parties, it is anticipated that the Authority will recover substantially all of the balance of these assets through such insurance and
from proceeds from the sale of the underlying properties.

With respect to real estate owned - multifamily, the Authority is holding such assets for subsequent sale in a manner that
will allow maximization of value. As of December 31, 2005 and 2004, 17 properties were classified as real estate owned -
multifamily, including one in-substance foreclosure. During 2004, title vested with the Authority for five of its multifamily
developments, and the Authority purchased two rental properties.
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Other Real Estate Owned

During 2003, the Authority’s component unit, Trumbull Centre — CHFA, Inc., acquired a ninety percent interest in a
Hartford, Connecticut, real estate development project known as Trumbull on the Park. Trumbull Centre — CHFA, Inc., also
acquired a ninety percent interest in property adjacent to the Trumbull project, known as 111 Pearl Street. As of December 31,
2005 and 2004, expenditures were $39,671,000 and $31,001,000, respectively, on the Trumbull project and $800,000 on the
Pearl Street property. Minority interests were $6,950,000 and ($19,000), respectively, at December 31, 2005 and $6,922,000
and $2,000, respectively, at December 31, 2004. The Trumbull project is financed by a $23,204,000 HUD-insured mortgage
and capital contributions. This mortgage, a construction loan that converts to a permanent loan upon completion of construction,
has an interest rate of 6.50%, a 40-year repayment term and an outstanding balance at December 31, 2005 of $20,717,000. The
Authority, through Trumbull Centre — CHFA, Inc., also provided financing to the Trumbull project with a loan in the original
amount of $1,655,000, increased during 2005 to $3,470,000. Interest accrues at 6.50% with payment of principal and interest
deferred until maturity. This note was further increased in 2006 to $6,250,000, and the maturity date was extended from
October 13, 2007 to December 31, 2008. The outstanding balance at December 31, 2005 was $3,470,000. Financing was
provided by the Authority to the Pearl Street property in the original amount of $950,000 increased in 2005 to $1,220,000 and by
capital contributions. Interest accrues on the Authority’s financing at 5.50%, with payment of principal and interest deferred
until sale, assignment, transfer, refinancing or maturity. The maturity date was originally January 31, 2006, extended in 2005 to
January 31, 2007. The outstanding balance at December 31, 2005 was $1,000,000. The Authority’s increased financing is a
result of the increased carrying costs associated with the extension of the Trumbull project’s construction schedule and revisions
to the building plans and specifications. It is expected that the Trumbull project will be fully operational by June 2006. Further
development of the Pearl Street property will follow.

Note 6—Building and Land

Building and land activity for the years ended December 31, 2005 and 2004 is as follows (in 000’s):

Balance, Additions/ Balance,
January 1, 2005 (Deletions) December 31, 2005
Capital Assets:
Land $ 851 $ - $ 851
Building 2,851 - 2,851
Improvements 921 - 921
4,623 - 4,623
Less accumulated depreciation (1,213) (128) (1,341)
Capital Assets, net $ 3,410 $ (128 $ 3,282
Balance, Additions/ Balance,
January 1, 2004 (Deletions) December 31, 2004
Capital Assets:
Land $ 851 $ - $ 851
Building 2,851 - 2,851
Improvements 824 97 921
4,526 97 4,623
Less accumulated depreciation (1,088) (125) (1,213)
Capital Assets, net $ 3,438 $ (28) $ 3,410

Note 7—Bonds Payable

The Act authorizes the Authority to issue its own bonds, bond anticipation notes and other obligations in such principal
amounts as, in the opinion of the Authority, will be necessary to provide sufficient funds for carrying out its purposes. The State
legislature enacted legislation that provides the authority to enter into agreements to reduce the rate of borrowing and moderate
the effect of bond interest rate fluctuations through the use of contracts commonly known as interest rate swap agreements and
similar type contracts. The Authority’s obligations are not debt of the State of Connecticut, and the State is not liable thereon.

Bond Resolution

Housing Mortgage Finance Program Bonds issued under the Bond Resolution bear interest at rates ranging from 1.50% to
9.36%, are subject to certain redemption provisions and mature in years through 2045.
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The following assets of the Authority are pledged for the payment of bond principal and interest under the Bond Resolution:
(1) the proceeds derived from the sale of bonds issued under the Bond Resolution, (2) all mortgage repayments with respect to
long-term mortgage and construction loans financed, or deemed to have been financed from the Housing Mortgage General
Fund, and (3) all monies and securities of the Housing Mortgage General Fund and the Bond Resolution Capital Reserve Fund.

Special Needs Indenture

Special Needs Housing Mortgage Finance Program Bonds issued under the Special Needs Indenture bear interest at rates
ranging from 2.00% to 7.70%, are subject to certain redemption provisions and mature in years through 2045.

The following assets of the Authority are pledged for the payment of bond principal and interest under the Special Needs
Indenture: (1) the proceeds derived from the sale of bonds issued under the Special Needs Indenture, (2) all mortgage
repayments with respect to Special Needs Housing mortgages financed from the Special Needs Housing Fund, and (3) all
monies and securities of the Special Needs Housing Fund and the Special Needs Housing Capital Reserve Fund.

Draw Down Indenture

Housing Draw Down Bonds issued under the Draw Down Indenture are a low cost means for preserving tax exempt
borrowing authority. The bonds are issued in variable rate form and have monthly rate resets based on certain indices. The
bonds are secured solely by their proceeds, which are invested in an investment agreement. The investment agreement bears
interest rates equal to, or slightly in excess of, the rates on the bonds and are based on the same index as the bonds.

The Authority has entered into liquidity agreements with various providers for all variable rate demand bonds, which assure
that any bonds purchased by the liquidity provider can be refinanced on a long-term basis. Changes in bonds payable for the
year ended December 31, 2005 were as follows (in 000’s):

Balance at Balance at Amount Due

Description of Original Long Term Issuance 12/31/04 Issued Retired 12/31/05 Within 1 Year
Housing Mortgage Finance Program Bonds
1989 Series D, variable rate demand bonds $52,000 due from

November 15, 1993 to November 15, 2024..........cccoevriieernirreereirireiessseeeeens $ 31,990 § - S (735) § 31,255 $ 785
1990 Series C, variable rate demand bonds $16,620 due from

November 15, 1996 to November 15, 2022.........c.ccouevevererererereieeeeeeesseeenenenenes 7,490 - (195) 7,295 210
1993 Series D, 7.125% (net interest cost 7.125%), $10,000 due

NOVEMDET 15, 2007 ..ottt es et neeaes 10,000 - - 10,000 74
1994 Series F, 9.20%-9.25% (net interest cost 9.28%), $765 term bonds

due May 15, 2014; $2,115-2027 .....coeureerrierreenieireieereieeeeseseesesesessesessesessesseenne 2,580 - (2,580) - -
1995 Series C, 7.375%-8.60% (net interest cost 8.62%), $55 term bonds

due May 15, 2000; $110-2005; $395-2015; $1,060-2026 ........cocorveerrrrrerrrennns 1,485 - (1,485) - -
1995 Series H, 7.875% (net interest cost 7.88%), due November 15, 2026.......... 2,500 - (2,500) - -

1996 Series A, 3.60%-6.20% (net interest cost 6.07%), $39,175 due

serially, semi-annually, from November 15, 1997 to November 15, 2008,

$18,095 term bonds due November 15, 2015; $31,075-May 15, 2017;

$49,075-November 15, 2022; $2,920-November 15, 2026;

$29,660-NOVEMDET 15, 2027 ....ovvevrieieriereerseniesiienisessssesssssssessssssssssssssssssnsns 1,495 - (1,495) - -
1996 Series C-1, 4.00%-6.30% (net interest cost 6.11%), $17,015 due

serially, annually, from November 15, 1997 to November 15, 2008,

$4,935 term bonds due November 15, 2010; $25,350-2017 .....cocvvevevervrrerernne 37,965 - (1,690) 36,275 1,840
1996 Series C-2, 3.95%-6.25% (net interest cost 6.07%), $16,815 due

serially, annually, from November 15, 1997 to November 15, 2008,

$4,765 term bonds due November 15, 2010; $24,540-2018 ........cccovevvvvrrerernnne 36,780 - (1,635) 35,145 1,835
1996 Series F, 4.15%-6.00% (net interest cost 5.94%), $18,235 due

serially, semi-annually, from May 15, 1998 to November 15, 2010,

$7,745 term bonds due November 15, 2016; $6,930-May 15, 2017;

$1,950-November 15, 2017; $39,140-November 15, 2027,

$6,000 NovembEr 15, 2028 .........cooveuieereeieiereeieieie e essaeses s 2,855 - (1,840) 1,015 1,015
1996 Series G, 4.15%-6.00% (net interest cost 5.85%), $16,065 due

serially, semi-annually, from May 15, 1998 to November 15, 2010,

$6,770 term bonds due November 15, 2017; $12,665-2027 ........cccceevevrrrerennnns 26,545 - (1,020) 25,525 1,080
1997 Series B, 3.80%-6.96% (net interest cost 5.95%), $8,300 due

serially, semi-annually, from November 15, 1998 to November 15, 2008,

$10,000 term bonds due November 15, 2007; $17,505-May 15, 2017,

$15,000-May 15, 2027; $39,195-November 15, 2028........cccovcvrrrerrrerrrrrrrernrenns 1,655 - (1,655) - -
1997 Series C, 4.30%-6.90% (net interest cost 5.86%), $12,735 due

serially, semi-annually, from November 15, 1998 to November 15, 2011,

$10,000 term bonds due November 15, 2005; $6,530-November 15, 2006;

$14,030-November 15, 2017; $45,705-November 15, 2028.........cccoceveveerennne 21,510 - (13,845) 7,665 7,480
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Description of Original Long Term Issuance

Housing Mortgage Finance Program Bonds (continued)
1997 Series D, 3.90%-6.88% (net interest cost 5.70%), $16,875 due

serially, semi-annually, from May 15, 1999 to May 15, 2011,

$8,500 term bonds due November 15, 2004; $8,500-November 15, 2008;

$3,000-November 15, 2011; $10,780-November 15, 2017,

$15,270-November 15, 2021; $6,660-November 15, 2025;

$2,045-November 15, 2026; $18,370-November 15, 2028..........c.ccevvvrrerennnne
1998 Series A, 4.05%-5.50% (net interest cost 5.46%), $765 due

serially, annually, from November 15, 2000 to November 15, 2010,

$895 term bonds due November 15, 2018; $5,090-2029..........ccovvvererevrerennne
1998 Series B Subseries B-1 and B-2, 3.90%-5.40% (net interest cost 5.29%),

$17,510 due serially, semi-annually, from May 15, 1999 to

November 15, 2012, $13,660 term bonds due November 15, 2018;

$28,830-November 15, 2028; Subseries B-3, variable rate demand bonds

converted by contract with Goldman Sachs Mitsui Marine Derivative

Products, LP into a fixed rate of 6.45%, $25,000 term bonds due

NOVEMDET 15, 2018 ...ttt ettt
1998 Series C, 4.15%-5.50% (net interest cost 5.49%), $3,000 due

serially, semi-annually, from May 15, 2001 to November 15,2012,

$2,320 term bonds due November 15, 2018; $6,760-November 15, 2029;

$5,775-NOvEmMbET 15, 2035 .....ouvoeeeeeereeeeeereee et sssesesse s
1998 Series D, 3.80%-5.45% (net interest cost 5.66%), $14,330 due

serially, semi-annually, from May 15, 1999 to November 15, 2010,

$3,525 term bonds due November 15, 2018; $17,145-May 15, 2024,

$10,000-November 15, 2028; Subseries D-3, variable rate demand bonds

converted by contract with Merrill Lynch Capital Services, Inc. into a fixed

rate of 4.87%, $20,000 term bonds due November 15, 2028;

Subseries D-4, variable rate demand bonds converted by contract

with Merrill Lynch Capital Services, Inc. into a fixed rate of

6.32%, $25,000 term bonds due November 15, 2025.........cccevevvveereerererrenennne
1998 Series E, 3.70%-5.25% (net interest cost 5.28%), $4,085 due

serially, annually, from November 15, 1999 to November 15, 2011,

$14,655 term bonds due May 15, 2021; $31,800-May 15, 2026;

$5,315-November 15, 2021; $19,145-November 15, 2028..........ccccevvvevrrerennene
1998 Series F, variable rate demand bonds converted by contract

with CDC Financial Products Inc. into a fixed rate of 6.0525%,

$115,900 term bonds due November 15, 2016.........c.cocovereeereerereeeerereererenne
1998 Series G, 3.60%-5.92% (net interest cost 5.33%), $17,235 due

serially, semi-annually, from November 15, 1999 to November 15, 2012,

$1,080 term bonds due November 15, 2013; $1,230-November 15, 2015;

$6,575-May 15, 2017; $15,940-November 15, 2018;

$8,765-November 15, 2028; $26,000-May 15, 2029........ccovveurrereneereneereeenenns
1998 Series H, 3.25%-5.34% (net interest cost 5.13%), $25,935 due

serially, semi-annually, from November 15, 1999 to November 15, 2011,

$12,330 term bonds due May 15, 2017; $23,420-November 15, 2018;

$20,000-November 15, 2023; $8,705-May 15, 2025;

$22,110-November 15, 2028
1998 Series I, 3.85%-5.35% (net interest cost 5.27%), $2,825 due

serially, annually, from November 15, 2001 to November 15, 2013,

$315 term bonds due November 15, 2020; $690-November 15, 2030;

$1,140-November 15, 2040 .......c.oveveeeererreeeereeeeeeneeseeeeeaeseesesssesesesaeses e sessesnaas
1999 Series A, 3.30%-5.20% (net interest cost 5.14%), $18,390 due

serially, annually, from November 15, 2000 to May 15, 2012,

$11,860 term bonds due May 15, 2017; $4,895-November 15, 2018;

$9,060-November 15, 2021; $2,780-November 15, 2028;

$23,015-November 15, 2029; $10,000-May 15, 2030;

Subseries, A-3 variable rate demand bonds converted by contract

with Goldman, Sachs & Co. into a fixed rate of 6.246%, $40,000,000

term bonds due November 15, 2018 .........cccoveeverererieieieeeeeeeeeeeve et
1999 Series B, 4.40%-6.10% (net interest cost 6.04%), $475 due

serially, annually, from November 15, 2002 to November 15, 2011,

$600 term bonds due May 15, 2019; $4,425-November 15, 2031...........c.........
1999 Series C, convertible option bonds due September 5, 2000 remarketed to

long-term interest rates on May 11, 2000, 4.40%-6.10% (net interest cost

6.09%), $7,010 due serially, semi-annually from November 15, 2001 to

November 15, 2011, $845 term bonds due November 15, 2013;

$9,655-November 15, 2020; $5,050-November 15, 2028;

$17,440-May 15, 2031 c.cooeeverrereeieieirieiesiseeisiesessseesssessssesse st sssssssesssssssssssansns
1999 Series D, 3.80%-6.20% (net interest cost 6.05%), $3,955 due

serially, annually, from November 15, 2000 to November 15, 2011;

$1,185 term bonds due November 15, 2017; $10,270-November 15, 2032;

$3,000-November 15, 2041; $7,060-May 15,2042 .......ccovoeuveerierrenieereenenns

Balance at
12/31/04

35,630

17,035

63,060

73,580

106,600

49,100

57,015

2,410

1,415

24,590

Issued

Balance at Amount Due
Retired 12/31/05 VWithin 1 Year
$ (4,775 $ 13485 $ 1,400
(70) 1,995 75
(3,460) 32,170 1,245
(230) 16,805 240
(3,695) 59,365 1,225
(295) 73,285 325
(2,000) 104,600 2,100
(5,740) 43,360 3,265
(10,120) 46,895 4,120
(25) 2,385 25
(17,040) 77,000 1,580
(45) 5,345 45
(1,415) - -
(355) 24,235 380



CONNECTICUT HOUSING FINANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS — (Continued)

Description of Original Long Term Issuance

Housing Mortgage Finance Program Bonds (continued)
1999 Series E, 4.20%-6.10% (net interest cost 5.94%), $9,355 due

serially, semi-annually, from May 15, 2001 to November 15,2011,

$25,970 term bonds due November 15, 2027; $9,800-November 15, 2030 ....
2000 Series A, 4.40%-6.00% (net interest cost 5.98%), $6,905 due

serially, semi-annually, from November 15, 2001 to May 15,2012,

$1,545 term bonds due November 15, 2014; $1,665-May 15, 2017;

$2,030-May 15, 2020; $2,805-November 15, 2022;

$5,050-November 15, 2028; $10,000-May 15, 2031 ...ccveevmrereereriereeereeireeenenns
2000 Series B, 4.35%-6.00% (net interest cost 5.68%), $31,780 due

serially, semi-annually, from May 15, 2002 to November 15, 2014,

$8,010 term bonds due May 15, 2019; $13,805-November 15, 2021;

$3,040-November 15, 2028; $40,865-May 15, 2031;

$2,500-November 15, 2031; Subseries B-3, variable rate demand bonds

converted by contract with PaineWebber Trading Inc. into a fixed rate of

5.397%, $25,000 term bonds due November 15, 2031 .........cccevvvreruererercnenne
2001 Series A, 3.15%-5.475% (net interest cost 5.15%), $30,395 due

serially, semi-annually, from November 15, 2002 to November 15, 2015,

$26,550 term bonds due November 15, 2022; $12,900-November 15, 2028;

$2,500-November 15, 2031; $52,655-May 15, 2032; Subseries A-3 and A-4,

variable rate demand bonds converted by contract with Goldman Sachs

Mitsui Marine Derivative Products LP into fixed rates of interest of 4.12%

aNd 5.475%, TESPECLIVELY ...cvuvurreiireireieieirieircieicie ettt
2001 Series B, 2.75%-5.82% (net interest cost 5.15%), $42,550 due

serially, semi-annually, from May 15, 2002 to November 15, 2015,

$3,495 term bonds due May 15, 2019; $7,615-May 15, 2021;

$4,145-November 15, 2021; $25,000-November 15, 2027,

$2,915-November 15, 2028; $20,690-November 15, 2031;

$18,590-May 15, 2032; Subseries B-4 and B-6, variable rate demand

bonds converted by contract with Merrill Lynch Capital Services, Inc.

into fixed rates of interest of 4.31% and 5.82%, respectively...........ccoccoveueuncnne
2001 Series C, 2.50%-5.45% (net interest cost 5.35%), $3,245 due

serially, annually, from November 15, 2003 to November 15, 2013,

$1,520 term bonds due November 15, 2022; $3,595-November 15, 2033;

$6,910-NOVEMDET 15, 2043 .......ovooeeeeeeeeee et aess e
2001 Series D, 2.50%-5.36% (net interest cost 4.88%), $32,950 due

serially, semi-annually, from November 15, 2003 to May 15, 2016,

$35,270 term bonds due November 15, 2022; $1,230-November 15, 2023;

$25,000-November 15, 2027; $1,640-November 15, 2028;

$78,910-May 15, 2033; Subseries D-3 and D-5, variable rate demand

bonds converted by contract with UBS AG (an affiliate of UBS

PaineWebber Inc.) into fixed rates of interest of 4.09% and 5.36%,

TESPECHIVELY .....ceeveeieci ettt ns
2002 Series A, 2.45%-5.73% (net interest cost 5.30%), $30,700 due

serially, semi-annually, from November 15, 2003 to November 15, 2016,

$21,860 term bonds due November 15, 2022; $3,000-May 15, 2028;

$24,440-November 15, 2028; Subseries A-3 variable rate demand bonds

converted by contract with Citibank, N.A. into a fixed rate of 4.342%,

$20,000 term bonds due May 15, 2033; Subseries A-5 variable rate

demand bonds converted by contract with Citibank, N.A. into a fixed rate

of 5.73%, $25,000 term bonds due May 15, 2033 ......cccovcevrrereeueene
2002 Series B, 1.75%-5.35% (net interest cost 4.57%), $26,860 due

serially, semi-annually, from November 15, 2003 to November 15, 2014,

$17,495 term bonds due November 15, 2023; $5,000-May 15, 2026;

$1,105-November 15, 2028; $8,000-November 15, 2032;

$11,540-May 15, 2033; Subseries B-3 variable rate demand bonds converted

by contract with Goldman Sachs Mitsui Marine Derivative Products, L.P.

into fixed rates as follows: $10,000 term bonds due May 15, 2033-4.232%;

$45,000 term bonds due May 15, 2033-3.981%......c.cvcevrvrrerrrrererrnersresnersnennns
2002 Series C, Subseries C-1 and C-2 variable rate demand bonds,

$50,730 due May 15, 2003, Subseries C-3, variable rate demand bonds

$40,605 due from May 15, 2003 to November 15, 2023..........cccooeuerrrerrreernnns
2002 Series D, (net interest cost 5.06%) Subseries D-1 and D-2 variable rate

demand bonds converted by contract with Goldman Sachs Mitsui Marine

Derivative Products, L.P. into a fixed rate of 4.63%. $174,305 term bonds

Due November 15, 2023; Subseries D-3 variable rate demand bonds

converted by contract with JPMorgan Chase Bank into fixed rate of 6.09%,

$48,565 term bonds due May 15, 2018.......c.cocevrvererriernieieirneeseiesesssesse e
2002 Series E, 2.10%-5.85% (net interest cost 5.28%), $1,615 due

serially, annually, from November 15, 2005 to November 15, 2017,

$3,645 term bonds due November 15, 2022; $3,940-November 15, 2033;

$8,095-May 15,2045 ......ocooverreennee.

Balance at
12/31/04

28,660

15,965

45,870

70,825

74,700

14,770

153,530

72,215

102,620

37,230

197,165

15,495

Balance at Amount Due
Retired 12/31/05 VWithin 1 Year
$  (1,930) $ 26,730 $ 760
(4,185) 11,780 420
(6,035) 39,835 770
(10,155) 60,670 2,040
(7,825) 66,875 3,875
(245) 14,525 255
(60,120) 93,410 2,405
(7,900) 64,315 1,820
(7,630) 94,990 1,990
(37,230) - -
(13,510) 183,655 14,245
(6,910) 8,585 -



CONNECTICUT HOUSING FINANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS — (Continued)

Description of Original Long Term Issuance

Housing Mortgage Finance Program Bonds (continued)
2002 Series F, 1.70%-5.25% (net interest cost 4.48%), $29,060 due

serially, semi-annually, from November 15, 2003 to November 15, 2015,

$18,990 term bonds due November 15, 2021; $9,925-May 15, 2033;

$7,425-November 15, 2033; Subseries F-2 variable rate demand bonds

converted by contract with Merrill Lynch Capital Services, Inc. into fixed

rates as follows: $10,000 term bonds due November 15, 2033-3.99%;

$30,000 term bonds due November 15, 2033-3.82%......c.cccvevevveeeeerrrerrererenns
2003 Series B, 1.25% - 5.05% (net interest cost 4.74%), $37,810 due serially,

semi-annually, from May 15, 2004 to November 15, 2007, $27,070 term bonds

AUE MY 15,2034 ...ttt
2003 Series C, 1.25% - 5.80% (net interest cost 4.65%), $125,040 due serially,

semi-annually, from November 15, 2004 to May 15, 2014, $3,490 term bonds due

May 15, 2015; $20,310-November 15, 2015; $1,600-May 15, 2017; $25,470-
November 15, 2017; $5,320-May 15, 2021; $14,225-May 15, 2023; $70,525-
November 15, 2023; $36,035-November 15, 2029; $13,295-May 15, 2034 ...
2003 Series D, 1.25% - 4.85% (net interest cost 4.61%), $22,915 due serially,
semi-annually, from November 15, 2004 to November 15, 2013, $9,335
term bonds due November 15, 2015; $10,160-November 15, 2017; $23,735-
May 15, 2023; $13,155-November 15, 2023 .......ccccoveuerrirrrnieeereiseeeseenenas
2003 Series E, 1.20% - 5.20% (net interest cost 4.59%), $28,285 due serially,
semi-annually, from May 15, 2004 to November 15, 2014, $8,055 term bonds
due May 15, 2017; $5,320-November 15, 2018; $3,655-May 15, 2020; $7,335-

November 15, 2023; $6,945-November 15, 2027; $7,650-May 15, 2028; $12,505-

May 15, 2033; $35,250-November 15, 2033; $10,000 variable rate demand

bonds converted by contract with Citibank N.A. into a fixed rate of 3.91%,

due NOVEMDET 15, 2027 ....oovieieiiieeeeeeeereeveee ettt asanenaes
2003 Series G, 1.55% - 4.95% (net interest cost 4.20%), $26,075 due serially,

semi-annually from May 15, 2005 to November 15, 2014, $6,930 term bonds

due May 15, 2017; $8,585-November 15, 2018; $9,610-May 15, 2023; $9,860-

November 15, 2023; $5,635-May 15, 2028; $5,600-November 15, 2028; $8,730-

May 15, 2034; $43,975-November 15,2034 .......ccovererirreerereeeieeeseeseenens
2004 Series A, 1.25% -5.30% (net interest cost 4.63%), $39,130 due serially, semi-

annually from May 15, 2005 to May 15, 2017, $3,125 term bonds due

November 15, 2024; $8,060-November 15, 2028; $2,360-November 15, 2029;

$9,475-May 15, 2034; $9,475-November 15, 2034; $23,375-November 15, 2035

$15,000-November 15, 2035 fixed rate bonds, which convert to variable rate on

May 15, 2014; $15,000 variable rate demand bonds converted by contract with

Merrill Lynch Capital Services, Inc. into a fixed rate of 4.15% due

May 15, 2026
2004 Series B, 1.55% -5.15% (net interest cost 4.47%), $32,780 due serially, semi-

annually from May 15, 2005 to May 15, 2017, $2,945 term bonds due May 15,

2020; $6,370-November 15, 2020; $6,420-May 15, 2025; $6,420-November 15,

2025; $16,420-November 15, 2030; $38,430-November 15, 2034; $12,900
variable rate demand bonds converted by contract with Bear Stearns Financial
Products, Inc. into a fixed rate of 4.03% due November 15, 2034....................
2004 Series C, 1.75%-4.75% (net interest cost 4.49%), $1,790 due serially,
annually from November 15, 2005 to November 15, 2016, $525 term bonds
due November 15, 2021 ......ouivivieeeeeeeeeeceeeeteeeeee e
2004 Series D, 1.80% -4.85% (net interest cost 4.29%), $31,250 due serially, semi-
annually from November 15, 2005 to May 15,2017, $5,025 term bonds due
November 15, 2020; $4,000-May 15, 2025; $4,860-November 15, 2025,
$24,750-November 15, 2027; $6,630-May 15, 2028; $8,000-May 15, 2030;
$8,330-November 15, 2030; $18,905-May 15, 2038; $13,250 variable
rate demand bonds converted by contract with UBS AG into a fixed rate
0f 3.82% due November 15, 2034 .........cooiiieeeeeeeeeeeeeeeeeeeeeeeeeee e
2005 Series A, 2.10% -4.75% (net interest cost 4.36%), $27,145 due serially, semi-
annually from November 15, 2005 to May 15,2017, $7.340 term bonds due

November 15, 2020; $13,530-November 15, 2025; $18,180-November 15, 2030;

$795-November 15, 2034; $23,010-November 15, 2035; $15,000 variable

rate demand bonds converted by contract with Goldman Sachs Mitsui Marine

Derivative Products, LP into a fixed rate of 2.93% due May 15, 2035; $20,000

variable rate demand bonds converted by contract with Goldman Sachs Mitsui

Marine Derivative Products, LP into a fixed rate of 3.65% due

November 15, 2035
2005 Series B, 2.90% -4.76% (net interest cost 4.39%), $10,665 due serially, semi-

annually from May 15, 2007 to November 15,2017, $68,385 term bonds due

November 15, 2035; $40,000 variable rate demand bonds converted by

contract with Bear Stearns Financial Products Inc. into a fixed rate

0f 3.54% due November 15, 2035 ......c.coeueeeeeieireeieeseeeee s
2005 Series C, 5.16% -5.29% (net interest cost 5.14%), $5,950 term bonds due

November 15, 2027; $15,780-November 15, 2035........cccocovvererererererererererennnns

Balance at
12/31/04

101,340

46,150

306,845

78,565

123,050

124,830

125,000

122,685

2,315

125,000

Issued

125,000

119,050

21,730

Balance at Amount Due
Retired 12/31/05 Within 1 Year
$ (19,285) $§ 82,055 $ 1,855
(16,610) 29,540 9,225
(7,725) 299,120 6,780
(1,495) 77,070 1,520
(14,950) 108,100 2,705
(3,850) 120,980 3,020
(2,495) 122,505 1,835
(2,175) 120,510 2,280
(140) 2,175 155
(1,205) 123,795 2,100
(480) 124,520 1,485
- 119,050 -
- 21,730 110



CONNECTICUT HOUSING FINANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS — (Continued)

Description of Original Long Term Issuance

Housing Mortgage Finance Program Bonds (continued)
2005 Series D, 1.50% -5.00% (net interest cost 4.37%), $35,565 due serially,

semi-annually from May 15, 2006 to November 15, 2015, $3,000 term bonds
due November 15, 2010; $4,525-May 15, 2017; $1,725-May 15, 2025,

$1,470-November 15, 2027; $62,480-May 15, 2035; $3,075-November 15, 2035;

$11,765-May 15, 2036; $10,000-November 15, 2036; $8,380 variable rate

demand bonds converted by contract with Goldman Sachs Mitsui Marine

Derivative Products, LP into a fixed rate of 3.61% due May 15, 2028;

$13,915 variable rate demand bonds converted by contract with UBS AG into

a fixed rate of 3.55% due November 15, 2034; $12,500 variable rate demand

bonds converted by contract with UBS AG in to a fixed rate of 3.14% due

November 15, 2035; $3,870 variable rate demand bonds due

NOVEMDETL 15, 2035 ...ttt ettt eneesenens
2005 Series E, 3.20% -5.25% (net interest cost 4.31%), $12,965 due serially, semi-

annually from November 15, 2006 to May 15,2017, $8,550 term bonds due

May 15, 2025; $4,595-November 15, 2025; $10,140-November 15, 2035;

$4,180 variable rate demand bonds converted by contract with Goldman

Sachs Mitsui Marine Derivative Products, LP into a fixed rate of 3.90%

due November 15, 2034; $11,750 variable rate demand bonds converted

by contract with Bank of America, NA into a fixed rate of 3.87%

due November 15, 2035 ....
2005 Series F variable rate demand bonds due November 15, 2035. .

Total Housing Mortgage Finance Program Bonds.........................

Special Needs Housing Mortgage Finance Program Special Obligation Bonds
Series GH-1, 4.00%-6.125% (net interest cost 6.20%), $1,325 due

serially, annually, from June 15, 1997 to June 15, 2009, $1,545

term bonds due June 15, 2016; $3,710-2026 .........covereverveererererrerererereeererenes
Series GH-2, 6.30%-7.70% (net interest cost 7.50%), $310 due

serially, annually, from June 15, 1997 to June 15, 2006.........cccoveeveeerrenererennnne
Series GH-3, 4.50%-5.625% (net interest cost 5.73%), $1,270 due

serially, semi-annually, from June 15, 2001 to June 15, 2010, $1,375

term bonds due June 15, 2017; $3,130-2027 .....coeveeerereeeeeerereeeeerereeeseserennens
Series GH-5, 4.70%-5.85% (net interest cost 5.83%), $1,615 due

serially, annually, from June 15, 2004 to June 15, 2013,

$1,760 term bonds due June 15, 2020; $4,065-June 15, 2030..........cccceveveueneee
Series SNH-1, 2.00%-5.00% (net interest cost 4.98%), $1,810 due

serially, annually, from June 15, 2003 to June 15, 2012;

$2,850 term bonds due June 15, 2022; $4,635-2032.......cccoeveverevrverrerererereeerenns
Series SNH-2, 2.00%-5.25% (net interest cost 5.18%), $1,225 due

serially, annually, from June 15, 2005 to June 15, 2012, $1,985 term

bonds due June 15, 2012; $2,270-2022; $3,745-2032; $6,220-2042................
Series SNH-3, 3.10% (net interest cost 3.15%), $1,870 due

JUNE 15,2032 .ottt nsenn
Series SNH-4, 3.00%-4.70% (net interest cost 4.55%), $2,350 due

serially, annually from June 15, 2006 to June 15, 2025; $2,275 term

bonds due June 15, 2035 ...ttt
Series SNH-5, 3.00%-4.80% (net interest cost 4.71%), $1,220 due

serially annually from June 15, 2006 to June 15, 2025; $1,190 term

bonds due June 15, 2035; $1,920-June 15, 2045........ccovrvrrerennieereireeerennens
Series SNH-6, 3.00%-4.90% (net interest cost 4.82%), $725 due

serially annually from June 15, 2006 to June 15, 2025; $485 term

bonds due June 15, 2035; $790-June 15, 2045 .........cccouevirreerrereerereeesensnenens

Total Special Needs Housing Mortgage

Finance Program Special Obligation Bonds ............................

Housing Draw Down Bonds
Series 2004-A, variable rate draw down bonds due November 15, 2009 .............

Series 2004-B, variable rate draw down bonds due November 15, 2009..
Total Housing Draw Down Bonds .
Total Bonds Payable..............c.ococcceuiiiiininniiicicsecciee e

The changes in long-term escrow deposits for the year ended December 31, 2005 were as follows (in 000’s):

Long-term escrow deposits

23

Balance at Balance at Amount Due
12/31/04 Issued Retired 12/31/05 VWithin 1 Year
$ - $ 172,270 $ - $ 172,270 $ 3,070
- 52,180 - 52,180 470
- 43.020 - 43,020 -
2.719.865 533.250 (314,025) 2.939.090 95.534
5,955 - (100) 5,855 105
80 - (40) 40 40
5,340 - (125) 5,215 130
7,310 - (135) 7,175 140
9,040 - (175) 8,865 180
15,445 - (360) 15,085 365
1,870 - - 1,870 -
- 4,625 - 4,625 85
- 4,330 - 4,330 40
- 2.000 - 2,000 10
45,040 10,955 (935) 55.060 1,095
64,863 1,416 (13,200) 53,079 -
295,085 35,230 (64.447) 265,868 -
359,948 36.646 (77.647) 318,947 -
$3,124,853 $ 580,851 $ (392,607) $3,313,097 $ 96,629
Beginning Ending
Balance Increases Decreases Balance
$ 97,997 $ 13,265 ($ 11,070) $ 100,192



CONNECTICUT HOUSING FINANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS — (Continued)

The Authority has also issued conduit debt obligations. As of December 31, 2005 and 2004, two series totaling
$14,083,000 and $14,226,000, respectively, of Multifamily Housing Revenue Bonds were outstanding. The issuance of these
obligations does not create or imply any indebtedness on the part of the Authority. Each issue requires that the funds related to
such issue be held by a trustee for the bondholders; therefore, such funds are not under the control of the Authority and,
accordingly, the Authority’s financial statements do not reflect the balances or operating results of the various trust accounts.

The following tables provide a summary of debt service requirements and net swap payments for the next five years and
in five-year increments thereafter (in 000’s). The interest calculations are based on the variable rates in effect on
December 31, 2005, and may not be indicative of the actual interest expense that will be incurred. As rates vary, variable rate
bond interest payments will vary.

Bond Resolution

Fixed Variable Variable
Unswapped Unswapped Swapped
Year Ending Interest Rate
December 31, _Principal Interest Principal Interest Principal Interest Swaps, Net
2006 $ 78,194 $ 93,268 $ 995 % 3,866 $ 16,345 § 32,704 $ 12,796
2007 70,070 90,462 1,445 3,945 15,120 32,143 12,475
2008 78,595 87,976 1,795 3,871 16,235 31,585 12,163
2009 71,493 84,721 1,930 3,787 24,290 30,915 11,802
2010 73,841 81,865 2,050 3,698 24,885 29,977 11,330
2011-2015 354,157 360,701 12,605 16,915 153,075 134,148 48,765
2016-2020 337,847 280,370 18,295 13,501 167,925 99,030 32,502
2021-2025 355,178 191,162 19,950 8,692 157,020 70,598 21,746
2026-2030 309,985 104,947 10,630 5,242 168,935 39,137 11,238
2031-2035 236,525 36,654 15,745 1,967 123,300 8,735 1,998
2036-2040 14,545 3,758 - - - - -
2041-2045 6.090 640 - - - - -
Total $1,986,520 $1,416,524 $ 85440 §$ 65484 $ 867,130 $ 508,972 $ 176,815
Special Needs Indenture Draw Down Indenture
Fixed Variable
Unswapped Unswapped
Year Ending
December 31, Principal Interest Principal Interest Total
2006 $ 1,095 $ 2,748 $ - $ 13,507 $ 255,518
2007 1,150 2,693 - 13,507 243,010
2008 1,300 2,645 - 13,507 249,672
2009 1,255 2,593 318,947 11,768 563,501
2010 1,295 2,538 - - 231,479
2011-2015 6,760 11,748 - - 1,098,874
2016-2020 8,150 9,875 - - 967,495
2021-2025 10,515 7,424 - - 842,285
2026-2030 10,135 4,585 - - 664,834
2031-2035 6,020 2,549 - - 433,493
2036-2040 4,355 1,344 - - 24,002
2041-2045 3.030 271 - - 10,031
Total $ 55,060 $ 51,013 $ 318,947 $ 52,289 $ 5,584,194
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Interest Rate Swaps

The Authority has entered into fully amortizing interest rate swap agreements under the Bond Resolution in which the
Authority owes a fixed payment to the counterparties of the swaps. In return, the counterparties owe the Authority a payment
based on common indices such as the Bond Market Association Municipal Bond Index (“BMA”) or the London Interbank
Offered Rate (“LIBOR”) that is comparable to the rates required by the Authority’s bonds. Only the net difference in
payments is actually exchanged with the counterparties. The Authority will continue to pay interest to the bondholders at the
variable rates provided by the bonds. However, during the term of the swap agreements, because of the net payment under
the swap agreement, the Authority effectively pays a fixed rate on the debt. The Authority will be exposed to variable rates if
the counterparties to the swaps default or if the swaps are terminated. The Authority’s net swap payments and the payment
of principal and interest on the variable rate bonds when due (other than by reason of special or optional redemption or
acceleration thereof) are insured by municipal bond insurance policies. Termination of the swap agreements may also result
in the Authority making or receiving termination payments. The notional amount of these swaps will not be exchanged; it is
only the basis on which payments are calculated.

Objective of the Interest Rate Swaps

The Authority entered into swaps to establish synthetic fixed rates for a like amount of variable rate bond
obligations. The Authority’s interest rate swap transactions are structured for the Authority to pay a fixed interest rate while
receiving variable interest rates from the counterparties which are comparable to the rates required by the variable rate bonds.
These synthetic fixed rates were lower than those available to the Authority from fixed rate obligations of comparable
maturity. The proceeds of these transactions are generally used to make fixed rate mortgage loans.

Terms, Fair Value and Credit Risk

The notional amounts of the swaps match the principal amounts of the associated bonds. The Authority’s swap
agreements contain scheduled reductions to outstanding notional amounts that are expected to follow scheduled or
anticipated reductions in bonds payable. The Authority did not pay or receive any cash when the swap transactions were
initiated.
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The terms, fair values and credit ratings of outstanding swaps as of December 31, 2005 were as follows (in 000’s).

Original Outstanding  Original Swap Counterparty
Notional Notional Effective Fixed Rate Variable Fair Termination Credit % of Total
Bond Issue  Amount Amount Date Paid Rate Received Value Date Rating Outstanding
1998 SeriesF $§ 115,900  $104.600  09/09/98 6.0525% 100% of LIBOR $ (8.144) 11/15/16
Total
Counterparty 1 $ 115900  $ 104,600 $ (8.144) AAA/Aaa 12.06%
2002 Series A
Subseries A-3 $ 20,000 $ 20,000 06/05/02 4.3420 67% of LIBOR $ (2,581) 05/15/33
2002 Series A
Subseries A-5 25,000 25,000  06/05/02 5.7300 167% of LIBOR minus BMA (4,320) 05/15/33
2003 Series E
Subseries E-4 10,000 10,000 10/09/03 3.9100 67% of LIBOR 264) 11/15/27
Total
Counterparty 2 $ 55.000 § 55.000 $ (7.165) AA/Aal 6.34%
1999 Series A
Subseries A-3 $ 40,000 $ 40,000 04/07/98 6.2460 LIBOR minus 5 basis points $ (4,957) 11/15/18
2001 Series A
Subseries A-3 20,000 20,000  03/07/01 4.1200 67% of LIBOR (1,856) 05/15/32
2001 Series A
Subseries A-4 25,000 25,000  03/07/01 5.4750 167% of LIBOR minus BMA (3,628) 05/15/32
2002 Series B
Subseries B-3 10,000 10,000  08/01/02 4.2320 67% of LIBOR (428) 05/15/33
2002 Series B
Subseries B-3 45,000 45,000  08/01/02 3.9810 67% of LIBOR (3,782) 05/15/33
2002 Series D
Subseries D-1
and D-2 174,305 140,690 11/15/02 4.6300 67% of LIBOR plus 40 basis points  (7,291) 11/15/23
2005 Series A
Subseries A-4 15,000 15,000  03/03/05 2.9310 67% of LIBOR 196 05/15/12
2005 Series A
Subseries A-4 20,000 20,000  03/03/05 3.6530 67% of LIBOR 1,199 11/15/35
2005 Series D
Subseries D-6 8,380 8,380  09/13/05 3.6130 67% of LIBOR (53) 05/15/28
2005 Series E
Subseries E-4 4,180 4,180 12/07/05 3.8990 67% of LIBOR (97) 11/15/34
Total
Counterparty 3 $ 361,865 $328.250 $ (20.697) AA+t/Aaa 37.86%
2002 Series D
Subseries D-3 § 48,565 $ 42,965 11/15/95 6.0900 67% of LIBOR $ (7.149) 05/15/18
Total
Counterparty 4 $ 48,565 $ 42,965 $ (7.149) AA-/Aa2 4.95%
1998 Series D
Subseries D-3 $§ 20,000 $ 20,000 07/01/98 4.8700 BMA $ (1,817) 11/15/28
1998 Series D
Subseries D-4 25,000 25,000 07/01/98 6.3200 100% of LIBOR (3,801) 11/15/25
2001 Series B
Subseries B-4 17,000 17,000  07/11/01 4.3100 67% of LIBOR (2,105) 05/15/32
2001 Series B
Subseries B-6 25,000 25,000  07/11/01 5.8200 167% of LIBOR minus BMA (3,920) 11/15/27
2002 Series F
Subseries F-2 10,000 10,000 12/19/02 3.9900 67% of LIBOR (27) 11/15/33
2002 Series F
Subseries F-2 30,000 30,000 12/19/02 3.8200 67% of LIBOR (248) 11/15/33
2004 Series A
Subseries A-4 15,000 15,000  05/12/04 4.1470 67% of LIBOR 248) 05/15/26
Total
Counterparty 5 $§ 142,000  $ 142,000 $ (12.166) AAA/Aaa 16.38%
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Outstanding swaps at December 31, 2005 (continued)

Original Outstanding  Original Swap Counterparty
Notional Notional Effective Fixed Rate Variable Fair Termination Credit % of Total
Bond Issue  Amount Amount Date Paid Rate Received Value Date Rating Outstanding
2000 Series B
Subseries B-3 § 25,000 $ 25,000 10/04/00 5.3970 BMA $ (7,920) 11/15/31
2001 Series D
Subseries D-3 40,000 40,000 12/20/01 4.0900 67% of LIBOR (3,822) 05/15/33
2001Series D
Subseries D-5 25,000 25,000 12/20/01 5.3600 167% of LIBOR minus BMA (2,723) 11/15/27
2004 Series D
Subseries D-4 13,250 13,250 11/10/04 3.8199 67% of LIBOR 84 11/15/34
2005 Series D
Subseries D-4 13,915 13,915 09/13/05 3.5460 67% of LIBOR (7) 11/15/34
2005 Series D
Subseries D-5 12,500 12,500  09/13/05 3.1370 67% of LIBOR 5 11/15/12
Total
Counterparty 6 $ 129.665 $129.665 $ (14.383) AA+/Aa2 14.95%
2004 Series B
Subseries B-4 $§ 12,900 $ 12,900  08/26/04 4.030 67% of LIBOR $ (110) 11/15/34
2005 Series B
Subseries B-2 40,000 40,000  06/15/05 3.5380 67% of LIBOR 253 11/15/35
Total
Counterparty 7 § 52,900 $ 52.900 $ 143 AAA/Aaa 6.10%
2005 Series E
Subseries E-5 § 11,750 § 11,750 12/07/05 3.870 67% of LIBOR $ 247) 11/15/35
Total
Counterparty 8 $§ 11,750 § 11,750 $ 247 AA-/Aa2 1.36%
Total $ 917,645 $867,130 $ (69,808) 100.00%
Fair Value

The Authority’s swap portfolio had an aggregate negative fair value as of December 31, 2005.

Credit Risk

At December 31, 2005, the Authority was exposed to three counterparties credit, whose ratings are AA+/Aaa, AA+/Aa2
and AAA/Aaa on five swaps because the fair value of the swaps was positive. This credit exposure is due to the obligation of
the counterparty to make payment to the Authority in the event of termination. The balance of the Authority’s swap portfolio
was not exposed to credit risk for termination payments because each of the remaining swaps had a negative fair value, which
means in the event of termination, no counterparty would be obligated to make payment to the Authority.

Basis Risk

Basis risk is the risk that there may be a difference between the floating rate component of the swap, which is based on
indices that consist of taxable or tax-exempt market-wide averages, and the rate on the Authority’s variable rate bonds, which is
based on that specific bond issue.

Termination Risk

Counterparties to the Authority’s interest rate swap agreements have default termination rights that may require settlement
payments by the Authority or by the counterparty based on the fair value of the swap at the date of termination. As of
December 31, 2005, no termination events have occurred.

Rollover Risk

The Authority’s interest rate swap agreements have limited rollover risk because the swap agreements contain scheduled
reductions to outstanding notional amounts which are expected to follow scheduled and anticipated reductions in the associated
bonds payable. Fourteen swap agreements contain par termination rights to accommodate unexpected faster paydown of the
associated bonds as a result of higher prepayment of home mortgage loans.
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Refunding Bonds

The Authority has issued the following refunding bonds under the Bond Resolution:

Refunded Issue(s) Refunding Issue Cashflow Savings (Loss) Economic Gain
1985 Series E 1995 Series G 18,947,000 $ 7,782,000
1984 Series C, 1985 Series A 1996 Series C Subseries C-1 8,052,000 4,411,000
1985 Series C, 1985 Series F 1996 Series C Subseries C-2 6,028,000 3,389,000
1972 Series A, 1977 Series B 1998 Series E (55,904,000) 2,399,000
1974 Series A, 1978 Series A
1977 Series A, 1979 Series B
1990 Series B Subseries B-4
1986 Series A, 1987 Series B 1998 Series F (82,783,000) 1,987,000
1986 Series B, 1988 Series A
1986 Series C, 1988 Series B
1987 Series A
1985 Series A 1999 Series D Subseries D-1 574,000 410,000
1989 Series B 2001 Series B Subseries B-2 (2,131,000) 1,077,000
1991 Series B 2002 Series E Subseries E-2 1,450,438 898,253
1991 Series C 2002 Series C Subseries C-3 (1,148,371) 5,018,012
1992 Series B 2002 Series D Subseries D-1 and D-2 24,828,953 18,666,805
1995 Series G 2002 Series D Subseries D-3 - -
1992 Series A 2003 Series B 7,652,169 7,923,122
1993 Series A 2003 Series C Subseries C-5 8,929,212 6,852,373
1993 Series G Subseries G-1
1993 Series B 2003 Series C Subseries C-1 (14,310,005) 10,733,348
1993 Series F 2003 Series D (21,039,361) 3,553,728
1994 Series F, 1995 Series C 2005 Series C-1 2,719,283 1,916,208

1995 Series H

Note 8—Arbitrage Rebates

In accordance with Federal law, the Authority is required, on certain of its bond issues, to rebate to the Internal Revenue
Service (“IRS”) the excess of the amount actually earned on all non-mortgage investments (derived from investing the bond
proceeds) over the amount that would have been earned had those investments borne a rate equal to the yield on the bond issue,
plus any income attributable to such excess. As of December 31, 2005 and 2004, the Authority had liabilities to the IRS totaling
$235,000 and $513,000, respectively, reported in the balance sheets as a component of “escrow deposits.” The net effect of
changes in the liability are recorded as increases or reductions of “interest on investments” in the statements of revenues,
expenses and changes in net assets.
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Note 9—Net Assets

Net assets consisted of the following (in 000’s):
December 31,

2005 2004

General and Capital Reserve Funds:

Invested in capital assets (net) $ 3,282 $ 3,410

General and Capital Reserve Funds 711,357 697,923
Other Funds:

Investment Trust Fund - -

Housing Mortgage Insurance Fund 3,346 3,197

Housing Draw Down Funds 75 28

Special Needs Housing, Special Needs Housing Capital Reserve, and

Special Needs Housing Renewal and Replacement Funds 2,213 1,458

Component Units:

CHFA — Small Properties, Inc. (302) 92

CPS Properties, Inc. (5,245) (3,735)

Diamond Court — CHFA, Inc. 2,235 2,144

Henry Place — CHFA, Inc. 2,411 2,332

Mitchell School — CHFA, Inc. 179 (40)

St. Mary’s Residence — CHFA, Inc. 10 72

State Housing Authority 163 777

Trumbull Centre — CHFA, Inc. 8,373 8,315

$§ 728,097 $ 715,973

Note 10—Pension Plan

Most employees of the Authority participate in the Connecticut State Employees’ Retirement System (SERS) which is
administered by the State Employees’ Retirement Commission. The Authority has no liability for pension costs other than the
annual contribution as determined by SERS. An actuarial study was performed on the Plan as a whole. Information about the
total Plan funding status and progress, contributions required and trend information can be found in the State of Connecticut’s
Comprehensive Annual Financial Report.

Plan Description

SERS is a cost-sharing multiple-employer defined benefit public employee retirement system (PERS) established in 1939
and governed by sections 5-152 to 5-192 of the Connecticut General Statutes. Employees are covered under one of three tiers.
Tier I requires an employee contribution of either 2% or 5% of salary, depending on the plan. Tier II is a noncontributory plan.
Tier IIA requires an employee contribution of 2% of salary. The Authority’s contribution is determined by applying a state
mandated percentage to eligible salaries and wages. Members who joined the retirement system prior to July 1, 1984 are
generally enrolled in Tier I. Members who joined the retirement system after July 1, 1984 are enrolled in Tier II. Employees
first hired on or after July 1, 1997 are members of Tier IIA. Employees rehired on or after July 1, 1997 are also members of Tier
IIA unless the application of SERS Service bridging provisions mandates their placement in either Tier I or Tier II. Tier I
employees who retire at or after age 65 with 10 years of credited service or at or after age 55 with 25 years of service are eligible
for an annual retirement benefit payable monthly for life, in an amount of 2% of the annual average earnings (which are based
on the three highest years of service). In most cases this is reduced to 1% for the first $4,800 of salary upon receipt of social
security benefits. Employees at age 55 with 10 years but less than 25 years of service, or at age 70 with 5 years of service are
entitled to a reduced benefit. Tier II and Tier IIA employees who retire at or after age 60 with 25 years of service, or at age 62
with 5 years of service, or at age 70 with 5 years of service or at age 55 with 10 years of service with reduced benefits are
entitled an annual retirement benefit payable monthly for life, in an amount of one and one third percent of the average annual
earnings plus one-half of one percent of the average annual earnings in excess of the salary breakpoint in the year of retirement
for each year of credited service. In addition, any years of service over 35 would be at one and five-eighths percent. All Tier |
members are vested after 10 years of service. Effective July 1, 1997, all Tier II and Tier IIA members are vested after 5 years,
and may retire at age 62 with 5 years of actual state service. All plans provide for death and disability benefits. The total payroll
for the year ended December 31, 2005 was $7,832,000, and the payroll for employees of the Authority covered by SERS for the
year ended December 31, 2005 was $7,821,000.
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Contributions Made (in 000’s)
The Authority’s contribution is determined by applying a State mandated percentage to eligible salaries and wages.

Contributions Made:

2005 2004
By employees $ 98 $ 83
% of current year covered
payroll 1.25% 1.07%
By the Authority $ 2,585 $ 2,219
% of current year covered
payroll 33.05% 28.60%

Note 11—Commitments and Contingencies

The Authority is a party to financial instruments with off-balance-sheet risk in connection with its commitments to provide
financing. These expose the Authority to credit risk in excess of the amount recognized in the balance sheet. The Authority’s
exposure to credit loss in the event of nonperformance by the borrowers is represented by the contractual amount of those
instruments. The Authority uses the same credit policies in making commitments and conditional obligations as it does for
on-balance-sheet instruments. Total credit exposure is summarized below (in 000’s):

December 31,

Mortgage Loan Commitments: 2005 2004
Home Mortgage Purchases $ 24,299 $ 20,678
Second Mortgage Purchases 22,068 19,327
Multifamily Developments 59,367 50,192
Reverse Annuity Mortgages 2,935 1,790
$ 108,669 $ 91,987

Commitments to extend credit are agreements to lend to a borrower as long as there is no violation of any condition
established in the contract. Commitments generally have fixed expiration dates or other termination clauses and may require
payment of a fee. The Authority evaluates each borrower’s credit worthiness on a case-by-case basis. The amount of collateral
obtained if deemed necessary by the Authority upon extension of credit is based on management’s credit evaluation of the
counterparty. Collateral held is primarily residential property. Interest rates on approved mortgage loan commitments are a
combination of fixed and variable. Interest rates on unadvanced portions of construction loans are a combination of fixed and
variable; such loans generally mature within eighteen months.

The Authority sold its in-house serviced portfolio to Webster Bank in November 1996. A portion of that portfolio consisted
of loans the Authority serviced for FNMA. Pursuant to FNMA rules, the Authority remains liable to FNMA with respect to the
mortgage servicing.

Note 12—Statutory and Other Transfers

Pursuant to Public Act No. 95-250, the Authority administers the Private Rental Investment Mortgage and Equity Program
(“PRIME Program™). The State of Connecticut, through its Department of Economic and Community Development provides
financial assistance to the Authority’s borrowers under the PRIME Program. The receipt of this assistance is recorded by the
Authority at the net carrying value of the underlying loan.

The State’s Budget for biennial 2004-2005 included a transfer of $2.5 million in each year from the Authority to the State’s
General Fund. The Authority’s budgets for 2004 and 2005, as approved by its Board, included these transfers in exchange for
housing assets. As of December 31, 2005, the Authority transferred $5 million but had not received the housing assets. This
amount is included as a “statutory transfer” in the Authority’s statements of revenues, expenses and changes in net assets.
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Note 13—Risk Management

The Authority is subject to normal risks associated with its operations including property damage, personal injury, and
employee dishonesty. All risks are managed through the purchase of commercial insurance. There have been no losses and no
decreases in insurance coverage over the last three years.

Note 14—Subsequent Events

On January 3, 2006, the Authority redeemed $49,937,624 of various Series of outstanding bonds under the Draw Down
Indenture for its home mortgage program.

On February 21, 2006, the Authority redeemed $24,390,000 of various Series of outstanding bonds held under the Bond
Resolution.

On March 2, 2006, the Authority issued its 2006 Series A, B and C Bonds totaling $398,800,000 under the Bond Resolution
for the financing of its home mortgage and multifamily mortgage programs.
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December 31, 2005
(in 000’s)
Other Funds Component Units
Housing Housing Special
General & Mortgage Draw Needs  Multifamily Other State
Capital Insurance Down Housing  Real Estate Real Estate Housing Combined
Reserve Funds  __Fund =~ _Funds _Funds __Owned =~ _Owned = Authority Eliminations Total
Assets
Restricted Current Assets
Cash and cash equivalents $ 2,581 $ -3 - $ 2 3 - $ -3 100 $ - $ 2,683
Investments in mortgage loans 82,782 - - 489 - - - - 83,271
Investments in securities 495,092 3,336 50,002 5,177 678 53 180 - 554,518
Accrued interest receivable on:
Investments in mortgage loans 12,964 - - 196 - - - - 13,160
Investments in securities 2,797 12 1,038 55 2 - 3 - 3,907
Due from component units 61 - - - - - - (61) -
Accounts receivable and other assets 14,004 - - - - 8 3 - 14,015
Funds held under Special Needs Housing
Renewal and Replacement Fund - - - 1,606 - - - - 1,606
Funds held under Capital Reserve
Funds Requirements 61,843 - - 1,181 - - - - 63,024
Total current assets 672,124 3,348 51,040 8,706 680 61 286 (61) 736,184
Restricted Noncurrent Assets
Investments in mortgage loans 2,344,575 - - 42,109 - - - - 2,386,684
Investments in securities 177,307 - 269,010 6,340 - - - - 452,657
Due from component units 14,952 - - - - - - (14)952) -
Accounts receivable and other assets - - - - 3,250 - - - 3,250
Building and land 3,282 - - - - - - - 3,282
Real estate owned — single family 613 - - - - - - - 613
Real estate owned — multifamily 2,808 - - - 7,014 - - - 9,822
Other real estate owned - - - - - 40,471 - - 40,471
Deferred financing costs 25,740 - 9 1,473 - - - - 27,222
Funds held under Capital Reserve
Funds Requirements 571,069 - - 2.953 - - - - 574,022
Total noncurrent assets 3,140,346 - 269,019 52.875 10.264 40,471 - _(14952) 3.498.023
Total assets $3.,812.470 $ 3,348 $320,059 $61,581 $10,944 $40,532 $ 286 $(15,013) $4,234,207
Liabilities and Net Assets
Current Liabilities
Escrow deposits $38,752  $ -3 - $ 1,506 $ - $ 3 8 122§ - $40,383
Due to General Fund - - - - 61 - - 61) -
Accrued interest payable 17,445 - 1,037 133 - - - - 18,615
Accounts payable and accrued liabilities 5,009 2 - 12 1,113 38 1 - 6,175
Minority interests — other real estate owned - - - - - 6,931 - - 6,931
Loan payable — other real estate owned - - - - - 20,717 - - 20,717
Bonds payable 95,534 - - 1.095 - - - - 96,629
Total current liabilities 156.740 2 1.037 2,746 1,174 27,689 123 (61) 189.450
Noncurrent Liabilities
Escrow deposits 97,535 - - 2,657 - - - - 100,192
Due to General Fund - - - - 10,482 4,470 - (14,952) -
Bonds payable 2.843.556 - 318,947 53,965 - - - - 3,216,468
Total noncurrent liabilities 2,941,091 - 318,947 56,622 10,482 4.470 - _(14.952) 3.316.660
Total liabilities 3,097.831 2 319,984 59.368 11,656 32,159 123 _(15.013) 3.506.110
Net Assets
Invested in capital assets (net) 3,282 - - - - - - - 3,282
Restricted 711,357 3,346 75 2,213 (712) 8,373 163 - 724,815
Total net assets 714,639 3,346 75 2,213 (712) 8,373 163 - 728.097
Total liabilities and net assets $3,812,470 $ 3,348 $320,059 $61,581 $10,944 $40,532 § 286 $(15,013) $4,234,207
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December 31, 2004
(in 000’s)
Other Funds Component Units
Housing Housing Special
General & Mortgage Draw Needs  Multifamily Other State
Capital Insurance Down Housing  Real Estate Real Estate Housing Combined
Reserve Funds  __Fund =~ _Funds _Funds __Owned =~ _Owned  Authority  Eliminations  Total
Assets
Restricted Current Assets
Cash and cash equivalents $ 3,234 §$ -3 - $ 1 3 2 $ 22 3 100 $ - $ 3,359
Investments in mortgage loans 76,187 - - 410 - - 14 - 76,611
Investments in securities 351,749 3,232 12 73 449 98 299 - 355,912
Accrued interest receivable on:
Investments in mortgage loans 14,689 - - 172 - - - - 14,861
Investments in securities 1,961 6 733 37 - - - - 2,737
Due from component units 45 - - - - - - (45) -
Accounts receivable and other assets 14,476 - - - - 41 3 - 14,520
Funds held under Special Needs Housing
Renewal and Replacement Fund - - - 1,377 - - - - 1,377
Funds held under Capital Reserve
Funds Requirements 30,613 - - 279 - - - - 30,892
Total current assets 492,954 3,238 745 2.349 451 161 416 (45) 500,269
Restricted Noncurrent Assets
Investments in mortgage loans 2,317,646 - - 34,531 - - 545 - 2,352,722
Investments in securities 183,210 - 359,948 8,785 - - - - 551,943
Due from component units 9,247 - - - - - - (9,247) -
Accounts receivable and other assets - - - - 2,149 - - - 2,149
Building and land 3,410 - - - - - - - 3,410
Real estate owned — single family 1,695 - - - - - - - 1,695
Real estate owned — multifamily 2,808 - - - 7,014 - - - 9,822
Other real estate owned - - - - - 31,801 - - 31,801
Deferred financing costs 26,600 - 11 1,243 - - - - 27,854
Funds held under Capital Reserve
Funds Requirements 524,700 - - 3.283 - - - - 527,983
Total noncurrent assets 3.,069.316 - 359,959 47,842 9.163 31.801 545 (9.247) 3.509.379
Total assets $3,562,270 $ 3,238 $360,704 $50,191 $ 9,614 $31,962 $ 961 $ (9,292) $4,009,648
Liabilities and Net Assets
Current Liabilities
Escrow deposits $24,851 $ -3 - $ 1,515 $ - $ 45 8 175§ - $26,586
Due to General Fund - - - - 45 - - 45) -
Accrued interest payable 16,113 - 728 102 131 - - - 17,074
Accounts payable and accrued liabilities 4,180 41 - 7 626 5 9 - 4,868
Minority interests — other real estate owned - - - - - 6,924 - - 6,924
Loan payable — other real estate owned - - - - - 15,373 - - 15,373
Bonds payable 99.420 - - 935 - - - - 100,355
Total current liabilities 144.564 41 728 2.559 802 22,347 184 (45) 171,180
Noncurrent Liabilities
Escrow deposits 95,928 - - 2,069 - - - - 97,997
Due to General Fund - - - - 7,947 1,300 - (9,247) -
Bonds payable 2,620,445 - 359,948 44,105 - - - - 3,024,498
Total noncurrent liabilities 2,716,373 - 359.948 46,174 7,947 1,300 - (9.247) 3.122.495
Total liabilities 2,860,937 41 360,676 48,733 8,749 23,647 184 (9.292) 3.293.675
Net Assets
Invested in capital assets (net) 3,410 - - - - - - - 3,410
Restricted 697,923 3,197 28 1,458 865 8,315 771 - 712,563
Total net assets 701,333 3,197 28 1,458 865 8,315 7717 - 715,973
Total liabilities and net assets $3,562,270 $ 3,238 $360,704 $50,191 $ 9,614 $31,962 $ 961 $(9,292) $4,009,648
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EXHIBIT 11

CONNECTICUT HOUSING FINANCE AUTHORITY
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Year Ended December 31, 2005

(in 000’s)
Other Funds Component Units
Housing Housing Special
General &  Mortgage Draw Needs Multifamily  Other State
Capital Insurance Down Housing Real Estate Real Estate Housing Combined
Reserve Funds Fund Funds Funds Owned Owned  Authority Eliminations Total
Operating Revenues
Interest on mortgage loans $ 145,131 $ - - $ 2379 $ - $ -3 324 $ (502) $147,332
Interest on investments 48,098 109 11,818 483 20 - 28 - 60,556
Fees and other income 7,249 40 - 359 1,885 245 734 - 10,512
Total operating revenues 200,478 149 11,818 3.221 1,905 245 1.086 (502) 218.400
Operating Expenses
Interest 133,864 - 11,770 2,320 502 - - (502) 147,954
Amortization of deferred financing costs 3,498 - 6 94 - - - - 3,598
Servicer fees 6,557 - - - - - - - 6,557
Administrative 18,426 - - - 2,980 187 - - 21,593
Foreclosure costs and provision for losses 3.729 - - - - - - - 3.729
Total operating expenses 166.074 - 11,776 2,414 3.482 187 - (502) 183.431
Operating income (loss) 34,404 149 42 807 (1.577) 58 1,086 - 34,969
Nonoperating Revenues
Net decrease in the fair value
of investments (20,702) - - (52) - - - - (20,754)
PRIME Program funding 2,909 - - - - - - - 2,909
Nonoperating loss (17,793) - - (52) - - - - (17.845)
Income (loss) before transfers 16,611 149 42 755 (1,577) 58 1,086 - 17,124
Operating transfers in (out) 1,695 - 5 - - - (1,700) - -
Statutory transfer (5,000) - - - - - - - (5.000)
Change in net assets 13,306 149 47 755 (1,577) 58 (614) - 12,124
Net assets, beginning of year 701,333 3.197 28 1.458 865 8,315 777 - 715,973
Net assets, end of year $ 714,639 $§ 3,346 75 $ 2213 § (712) $ 8373 § 163 $ - § 728,097
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EXHIBIT 11

CONNECTICUT HOUSING FINANCE AUTHORITY
COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
Year Ended December 31, 2004

(in 000’s)
Other Funds Component Units
Housing Housing Special
General &  Mortgage Draw Needs Multifamily  Other State
Capital Insurance Down Housing Real Estate Real Estate Housing Combined
Reserve Funds Fund Funds Funds Owned Owned  Authority Total
Operating Revenues
Interest on mortgage loans $ 150,868 $ -3 - $ 1,937 $ - $ -3 11 $ 152,816
Interest on investments 42,497 48 1,928 748 5 - 1 45,227
Fees and other income 7436 16 - 211 2,113 51 151 9,978
Total operating revenues 200,801 64 1,928 2.896 2,118 51 163 208,021
Operating Expenses
Interest 136,546 - 1,911 2,318 277 - - 141,052
Amortization of deferred financing costs 6,336 - 1 98 - - - 6,435
Servicer fees 6,595 - - - - - 1 6,596
Administrative 17,485 - - - 1,325 76 85 18,971
Foreclosure costs and provision for losses 3.383 141 - - 855 - - 4,379
Total operating expenses 170,345 141 1912 2,416 2,457 76 86 177.433
Operating income (loss) 30.456 an 16 480 (339) (25) 77 30,588
Nonoperating Revenues
Net increase (decrease) in the fair
value of investments (4,554) - - 360 - - - (4,194)
Affordable housing preservation income 986 - - - - - - 986
PRIME Program funding 1,146 - - - - - - 1,146
Nonoperating income (loss) (2.422) - - 360 - - - (2,062)
Income (loss) before transfers 28,034 (77) 16 840 (339) (25) 77 28,526
Operating transfers in (out) 1.465 - 12 - (1.477) - - -
Change in net assets 29,499 an 28 840 (1,816) (25) 77 28,526
Net assets, beginning of year 671.834 3.274 - 618 2,681 8.340 700 687.447
Net assets, end of year $ 701,333 $§ 3,197 $ 28 $ 1458 § 865 $ 8315 § 771 $ 715,973
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