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INDEPENDENT AUDITORS’ REPORT

To the Members of the Board of Directors of
Puerto Rico Housing Finance Authority:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Puerto Rico Housing Finance
Authority (the “Authority”), a component unit of Government Development Bank for Puerto Rico, as of and
for the year ended June 30, 2010, which collectively comprise the Authority’s basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Authority’s
management. Our responsibility is to express an opinion on the respective financial statements based on our

audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the respective 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 respective 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 audit provides a reasonable

basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, business-type activities, each major fund, and the aggregate
remaining fund information of the Authority, as of June 30, 2010, and the respective changes in financial
position and respective cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

The management’s discussion and analysis on pages 3 to 9 is not a required part of the basic financial
statements but is supplementary information required by the Governmental Accounting Standards Board. This
supplementary information is the responsibility of the Authority’s management. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, we did not audit such information
and we do not express an opinion on i,

Member of
Deloitte Touche Tohmatsu Limited



Our audit was conducted for the purpose of forming an opinion on the Authority's respective financial
statements that collectively comprise the Authority's basic financial statements. The additional supplementary
information listed in the table of contents is presented for the purpose of additional analysis and is not a
required part of the basic financial statements. This additional supplementary information is the responsibility
of the Authority's management. Such information has been subjected to the auditing procedures applied in our
audit of the basic financial statements and, in our opinion, is fairly stated in all material respects when
considered in relation to the basic financial statements taken as a whole.

November 5, 2010

Stamp No. 2574678
affixed to original.



PUERTO RICO HOUSING FINANCE AUTHORITY
(A Component Unit of Government Development Bank for Puerto Rico)

MANAGEMENT’S DISCUSSION AND ANALYSIS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2010

This section presents a narrative overview of the financial performance of Puerto Rico Housing Finance
Authority (the “Authority™) as of and for the year ended June 30, 2010. The information presented here
should be read in conjunction with the Authority’s basic financial statements, including the notes thereto.

1. FINANCIAL HIGHLIGHTS

Net assets of the Authority increased $28 million, from $606 million as of June 30, 2009, to $634
million as of June 30, 2010. The increase was the net result of a decrease in the net assets of
governmental activities of $30 million and an increase of $58 million in the net assets of
business-type activities.

Operating income of enterprise fund activities was $20 million and $25 million for the years ended
June 30, 2010 and 2009, respectively. Total operating revenues of enterprise funds increased to
$116 million in 2010 from $113 million in 2009. Total operating expenses increased to $96 million
in 2010 from $88 million in 2009. There were interfund transfers in the amount of $5 million and
operating contributions from the Commonwealth of Puerto Rico (the “Commonwealth”) of

$34 million during the year ended June 30, 2010.

The Authority’s board of directors authorized to close the Special Obligation Refunding Bonds —
Debt Service fund and transfer its net assets to the Affordable Housing Mortgage Subsidy Program
(AHMSP) Stage 7 fund. The purpose of this transfer was to reduce a fund balance deficit of the
AHMSP Stage 7 fund and also reduce liabilities for $13 million.

The Authority’s board of directors authorized to return $32 million from The Key to Your Home
Program and the AHMSP Act No. 124 to the Operating and Administrative fund. These funds had
been previously transferred in 2007 to these governmental funds as a result of a refunding bond
transaction.

The Authority’s board of directors authorized the use of $21 million from the Operating and
Administrative fund for the creation of the Closing Costs Assistance Program. The purpose of this
program is to promote the origination of single-family mortgage loans through a subsidy that covers
the closing costs. For the year ended June 30, 2010, total subsidies charged to this program
amounted to $26.4 million.

On February 17, 2009, the American Recovery and Reinvestment Act (ARRA) was signed into law
in the United States of America. The purpose of ARRA is to jumpstart the nation’s ailing economy,
with a primary focus on creating and savings jobs in the near term and investing in infrastructure
that will provide long-term economic benefits. During the year ended June 30, 2010, the Authority
expended $86.6 million as part of this act.



In February 2010, the Commonwealth made a $904,850 contribution to the Authority for the interest
payment of its $13.9 million line of credit of the AHMSP Stage 10 fund.

During the current year, the Commonwealth awarded a $10 million contribution to the Authority for
the Closing Costs Assistance Program.

On April 22, 2010, the Authority issued $15 million of Special Obligation Notes, 2010 Series A.
The proceeds from these notes will be used to acquire the second mortgages originated under the
Home Purchase Stimulus Program and will also be used as collateral of the Notes. A subsequent
issuance of Special Obligation Notes, Series B is expected to occur in November 2010.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial statements consist of three parts, management’s discussion and analysis (this section), the
basic financial statements and additional supplementary information. The basic financial statements
include two types of statements that present different views of the Authority:

The first two statements are the government-wide financial statements that provide information
about the Authority’s overall financial position and results. These statements, which are presented
on the accrual basis of accounting, consist of the statement of net assets and the statement of
activities.

The remaining statements are fund financial statements of the Authority’s major and nonmajor
governmental funds, for which activities are funded primarily from Commonwealth appropriations
and for which the Authority follows the modified accrual basis of accounting, and of the Authority’s
major and nonmajor enterprise funds, which operate similar to business activities and for which the
Authority follows the accrual basis of accounting.

The basic financial statements also include the notes to financial statements section that explains
some of the information in the government-wide and fund financial statements and provides more
detailed data.

The notes to the basic financial statements are followed by a supplementary information section,
which presents information of the fund financial statements of nonmajor funds for governmental and
business-type activities.

The government-wide financial statements report information about the Authority as a whole using
accounting methods similar to those used by private sector companies. The statement of net assets
includes all of the Authority’s assets and liabilities. All of the current year’s revenues and expenses are
accounted for in the statement of activities regardless of when the cash is received or paid.



FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the Authority’s most significant
funds and not the Authority as a whole. The Authority has two types of funds:

Governmental Funds — Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, government fund financial statements focus on near term inflows
and outflows of spendable resources, as well as on balances of spendable resources available at the end
of the fiscal year. Such information is useful in evaluating the Authority’s near term financial
requirements.

Enterprise Funds — The Authority’s primary activities are included in its enterprise funds, which are
accounted for in a manner similar to businesses operating in the private sector. Funding has primarily
arisen through accumulated enterprise earnings, the issuance of tax-exempt bonds, the proceeds of which
are primarily used to grant various types of loans to finance low and moderate-income housing. The net
assets of these funds represent earnings accumulated since their inception, and are generally restricted
for program purposes.

FINANCIAL ANALYSIS OF THE AUTHORITY AS A WHOLE

We provide the readers of these basic financial statements with the following summarized discussion
and analysis of the relevant facts that affected the government-wide financial statements as of June 30,
2010 and June 30, 2009 (in thousands):

Governmental Business-type
Activities Activities Total
2010 2009 2010 2009 2010 2009
Assets:
Cash $ 6,868 $ 3,301 $ 31,655 $ 25125 $ 38,523 $ 28426
Investments, investment
contracts, and deposits
placed with banks 117,044 158,589 1,264,835 1,411,396 1,381,879 1,569,985
Loans receivable, net 2,063 208,135 202,691 208,135 204,754
Capital assets 3,601 4,159 3,601 4,159
Other assets, net of intemal
balances 27,449 (5,530) 36,407 46,576 63,856 41,046
Total assets 151,361 158,423 1,544,633 1,689,947 1,695,994 1,848,370
Liabilities:
Current liabilities 89,507 84,532 100,228 76,817 189,735 161,349
Long-term liabilities 63,433 45,015 809,169 1,036,170 872,602 1,081,185
Total liabilities 152,940 129,547 909,397 1,112,987 1,062,337 1,242,534
Net assets (deficiency):
Invested in capital assets 3,601 4,159 3,601 4,159
Restricted 52,933 93,609 296,977 231,811 349,910 325,420
Unrestricted (54,512) (64,733) 334,658 340,990 280,146 276,257
Total $ (1,579 § 28,876 $ 635,236 $ 576,960 $ 633,657 $ 605,836




The net assets of the Authority increased $28 million from $606 million at June 30, 2009 to $634 million
at June 30, 2010 as a result of a decrease of $152 million in total assets and $180 million in total
liabilities. The decrease in total assets is mainly due to the following:

Investments, investment contracts, and deposits placed with banks decreased from $1,570 million at
June 30, 2009 to $1,382 million at June 30, 2010 or a $188 million decrease. This decrease was
principally the result of the use of investments to partially redeem $181 million of Single-Family
Mortgage Revenue Bonds Portfolio XI.

Other assets increased from $41 million at June 30, 2009 to $64 million at June 30, 2010 or an
increase of $23 million. This increase is the result of the due from federal government recorded in
the ARRA Programs.

The changes in total liabilities are mainly due to the following:

Current liabilities increased from $161 million at June 30, 2009 to $190 million at June 30, 2010 or
$29 million. The increase was mainly the result of activities in 2010 of the new Closing Costs
Assistance Program, ARRA Programs, and Home Purchase Stimulus Program with aggregate
accounts payable and accrued liabilities of $54 million. The increase was partially offset by the
redemption of bonds and notes during the year.

Long term liabilities decreased from $1,081 million at June 30, 2009 to $873 million at June 30,
2010 or $208 million. This reduction was principally the result of an early redemption of

$181 million on bonds of the Single-Family Mortgage Revenue Bonds Portfolio XI; $164 million in
October 2009 and $16.5 million in May 2010.



STATEMENT OF ACTIVITIES

The statement of activities shows the sources of the Authority’s changes in net assets as they arise
through its various programs and functions. Programs such as the Housing and Urban Development
(HUD) Programs, ARRA Programs, and the Closing Costs Assistance Program, are shown as
governmental activities, and other programs (Operating and Administrative, Single-Family Mortgage
Revenue Bonds Portfolio IX, and Mortgage Loan Insurance) are shown as business-type activities.
Condensed statements of activities for the fiscal years ended June 30, 2010 and 2009 are shown in the
table below (in thousands):

Governmental Activities Business-type Activities Total
2010 2009 2010 2009 2010 2009
Revenues:
Program revenues:
Charges for services $ - $ - $ 1L114 $  1L,391 $ 11,114 $ 11391
Financing and investment 4,743 6,616 104,413 101,322 109,156 107,938
Operating grants and contributions 225,268 127,411 34,000 259,268 127,411
Total revenues 230,011 134,027 149,527 112,713 379,538 246,740
Program expenses:
General government and other 4,776 4,555 4,776 4,555
Housing assistance programs 250,787 177,085 250,787 177,085
Operating and administrative 31,742 15,652 31,742 15,652
Mortgage Trust 111 32,620 33,599 32,620 33,599
Single Family Mortgage Revenue
Bonds — Portfolio IX 6,737 7,051 6,737 7,051
Mortgage-Backed Certificates 2006 Series A 7,415 7,704 7,415 7,704
Other business-type activities 17,639 24,018 17,639 24,018
Total expenses 255,563 181,640 96,153 88,024 351,716 269,664
Change in net assets before transfers (25,552) (47,613) 53,374 24,689 27,822 (22,924)
Transfers (4,902) (6,609 4,902 6,609
Change in net assets (30.454) (54.222) 58,276 31,298 27,822 (22,924)
Net assets — beginning of year 28,875 83,097 576,960 545,662 605,835 628,759
Net assets (deficiency) — end of year $ (1,579 $ 28875 $ 635,236 $ 576,960 $ 633,657 $ 605,835

e Total revenues increased from $247 million in 2009 to $380 million in 2010 or $133 million.
Operating grants and contributions increased by $132 million when compared to the prior year.
Operating grants and contributions increased from $127 million in 2009 to $259 million in 2010
mainly because this year the Authority earned $86.6 million in ARRA funds. This federal program
was not established last year. In addition, the Authority received $34 million from the
Commonwealth for the co-participation program and the Home Purchase Stimulus Program.

e Program expenses increased from $270 million in 2009 to $352 million in 2010 or $82 million. The
increase in expenses of governmental activities was mainly due to an increase of $86.6 million in
expenditures of ARRA Programs.



GOVERNMENTAL FUND RESULTS

Following is an analysis of the financial position and results of operations of the Authority’s major
governmental funds:

HUD Programs — This fund accounts for the U.S. Housing Act Section 8 programs administered by
the Authority under the authorization of the U.S. Department of Housing and Urban Development.
Presently, the Authority operates three programs whereby low-income families receive directly or
indirectly subsidies to pay for their rent. The housing vouchers program enables families to obtain rental
housing in a neighborhood of their choice. The other programs are project-based subsidies whereby
housing developers are given incentives to keep their properties available for certain markets. The
expenditures of the HUD programs increased $6 million from $119 million in 2009 to $125 million in
2010. The expenditures in the housing vouchers program increased $1 million because additional
vouchers were awarded when compared to the previous year.

ARRA Programs — On February 17, 2009, ARRA was signed into law in the United States of
America. The purpose of ARRA is to jumpstart the nation’s ailing economy, with a primary focus on
creating and savings jobs in the near term and investing in infrastructure that will provide long-term
economic benefits. During the year ended June 30, 2010, the Authority expended $86.6 million as part
of this program.

Closing Costs Assistance Program — This program was created to provide subsidy to families to
cover closing costs related to the purchase of housing units, subject to certain maximum amounts.
During this year, the program received $21 million from the Operating and Administrative fund and
other $10 million from the Commonwealth. During the year ended June 30, 2010, total subsidy
expenditures amounted to $26.4 million.

ENTERPRISE FUND RESULTS

Total net assets of the Authority’s enterprise funds increased during the year ended June 30, 2010, by
$58 million. Following is an analysis of the financial position and results of operations of the major
enterprise funds:

Operating and Administrative — The net assets of the Operating and Administrative fund increased
from $345 million at June 30, 2009 to $368 million at June 30, 2010 or $23 million. The change in net
assets decreased from $31 million in 2009 to $23 million in 2010 or a change of $8 million, which was
mainly due to fluctuations in the operating expenses, special items, and interfund transfers financial
statements line items. Operating expenses went from $16 million in 2009 to $32 million in 2010. The
Authority’s board of directors authorized to return $32 million from The Key to Your Home Program
and the AHMSP Act. No. 124 Program to the Operating and Administrative fund. These funds were
previously transferred in 2007 to the governmental funds as a result of a refunding bond transaction. The
Authority’s board of directors also authorized the use of $21 million for the creation of the Closing
Costs Assistance Program.

Mortgage Trust III — Investment income and interest income on loans for 2010 amounted to

$41 million while interest expense and fees amounted to $33 million during the year ended June 30,
2010. Since the bonds accounted for in this fund are zero-coupon bonds, interest payments are not
required to be made until maturity. During the year, the fund made principal payments of $43 million on
matured bonds.
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Single Family Mortgage Revenue Bonds Portfolio IX — This fund had investment income of
$12 million and incurred in interest expense on bonds payable of $7 million.

Mortgage-Backed Certificates 2006 Series A — This fund had investment income of $14 million and
incurred in interest expense on bonds payable of $7 million. During the year, this fund paid
$11.8 million of mortgage-backed certificates payable.

CAPITAL ASSETS

The Authority’s investment in capital assets for its business-type activities at June 30, 2010 and 2009,
amounted to approximately $3.6 million and $4.2 million, respectively, net of accumulated depreciation
and amortization. Capital assets include leasehold improvements, information systems, office furniture,
equipment, and vehicles.

AUTHORITY DEBT

The Authority uses long-term debt as its main tool to meet its policy objectives. Debt is issued to
provide low interest rate mortgage opportunities to qualified buyers. This is achieved through the
acquisition of mortgage-backed securities that are secured with low-income housing assistance
mortgages.

At June 30, 2010 and June 30, 2009, total debt outstanding amounted to $982 million and

$1,215 million, respectively. Debt issuances during 2010 and 2009 totaled $32.0 million and

$8.7 million, respectively. Debt issued in 2010 consisted of approximately $2.8 million from a revolving
credit facility with Government Development Bank for Puerto Rico (GDB) under the co-participation
program, $7.6 million of Special Obligation Notes, 2010 Series A under the Home Purchase Stimulus
Program, $14.3 million from a note payable to GDB under its AHMSP Stage 10 fund, and $7.3 million
under the New Secure Housing Program’s line of credit. Debt repaid during fiscal year 2010 and 2009
amounted to approximately $298 million and $225 million, respectively. During the year ended June 30,
2010, the amounts of $31 million and $267 million were repaid in the governmental and business-type
activities, respectively.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the Puerto Rico Housing Finance
Authority finances. Questions concerning the information provided in this report or requests for
additional financial information should be addressed to the Office of the Executive Director, Puerto Rico
Housing Finance Authority, P.O. Box 71361, San Juan, Puerto Rico, 00936.



PUERTO RICO HOUSING FINANCE AUTHORITY
(A Component Unit of Government Development Bank for Puerto Rico)

STATEMENT OF NET ASSETS (DEFICIENCY)

AS OF JUNE 30, 2010

ASSETS

Cash
Deposits placed with banks
Investments and investment contracts
Loans receivable — net
Interest and other receivables
Other assets
Internal balances — net
Restricted assets:
Cash
Deposits placed with banks
Investments and investment contracts
Interest and other receivables
Due from federal government
Due from Commonwealth of Puerto Rico
Loans receivable — net
Real estate available for sale
Deferred debt issue costs
Real estate available for sale
Property held in trust for Puerto Rico
Department of Housing
Capital assets — net

Total assets

LIABILITIES AND NET ASSETS (DEFICIENCY)

LIABILITIES:
Accounts payable and accrued liabilities

Due to Government Development Bank for Puerto Rico —

due in more than one year

Notes payable — due in more than one year

Liabilities payable from restricted assets:
Accounts payable and accrued liabilities
Accrued interest payable

Due to Government Development Bank for Puerto Rico:

Due in one year
Due in more than one year

Bonds and mortgage-backed certificates payable:

Due in one year
Due in more than one year

Total liabilities

COMMITMENTS AND CONTINGENCIES (Note 13)

NET ASSETS (DEFICIENCY):
Invested in capital assets
Restricted for:

Mortgage loan insurance

Affordable housing program

Other housing programs
Unrestricted net assets (deficit)

Total net assets (deficiency)

See accompanying notes to basic financial statements.
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Governmental Business-Type

Activities Activities Total
$ - $ 6,732,429 $ 6,732,429
116,131,209 116,131,209
18,357,183 18,357,183
191,347,183 191,347,183
2,470,582 2,470,582
58,215 58,215
(2,112,001) 2,112,001 -
6,868,220 24,922,414 31,790,634
8,049,335 405,306,936 413,356,271
108,995,150 725,039,969 834,035,119
1,475,285 13,954,190 15,429,475
22,893,098 22,893,098
5,000,000 5,000,000
16,787,580 16,787,580
1,339,669 1,339,669
191,908 6,165,742 6,357,650
1,425,894 1,425,894
8,880,000 8,880,000
3,601,354 3,601,354

$ 151,360,995

$ 1,544,632,550

$ 1,695,993,545

$ - $ 9,361,535 $ 9,361,535
3,495,586 3,495,586

4,811,237 4,811,237
47,136,858 21,820,208 68,957,066
256,831 1,440,545 1,697,376
42,113,113 42,113,113
58,622,234 58,622,234
67,605,173 67,605,173

805,673,677 805,673,677

152,940,273 909,396,724 1,062,336,997
3,601,354 3,601,354

61,898,797 61,898,797

52,933,292 230,895,407 283,828,699
4,182,693 4,182,693

(54,512,570) 334,657,575 280,145,005

$ (1,579,278)

$ 635,235,826

$ 633,656,548
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PUERTO RICO HOUSING FINANCE AUTHORITY
(A Component Unit of Government Development Bank for Puerto Rico)

RECONCILIATION OF THE BALANCE SHEET — GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET ASSETS (DEFICIENCY)
AS OF JUNE 30, 2010

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES
IN THE STATEMENT OF NET ASSETS (DEFICIENCY) ARE
DIFFERENT BECAUSE:

Total fund balances $ 64,736,309

Deferred debt issue costs that are recorded as expenditures in
governmental funds, but are capitalized in the government-wide

financial statements 191,908
Notes payable are not due and payable in the current period and,
therefore, are not reported in the funds (66,250,664)
Accrued interest payable not due and payable in the current period (256,831)
NET DEFICIENCY OF GOVERNMENTAL ACTIVITIES $ (1,579,278)

See accompanying notes to basic financial statements.
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PUERTO RICO HOUSING FINANCE AUTHORITY

(A Component Unit of Government Development Bank for Puerto Rico)

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN

FUND BALANCES — GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2010

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE
STATEMENT OF ACTIVITIES ARE DIFFERENT BECAUSE:

Net changes in fund balances — total governmental funds
The issuance of long-term debt provides current financial resources while the
repayment of the principal of long-term debt consumes the current financial

resources of governmental funds; neither transaction, however, has any
effect on net assets

Some expenses in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures
in the governmental funds

Revenues in the statement of activities that do provide current financial
resources and not reported as revenues in the governmental funds

Governmental funds report the effect of issuance costs when debt is first
issued, whereas these costs are deferred and amortized in the statement
of activities. This amount is the amortization for the year.

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

See accompanying notes to basic financial statements.
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$ (12,393,162)

(18,675,645)

(477,197)

1,229,190

(137,999)
$ (30,454,813)
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PUERTO RICO HOUSING FINANCE AUTHORITY
(A Component Unit of Government Development Bank for Puerto Rico)

NOTES TO BASIC FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2010

1. REPORTING ENTITY

Puerto Rico Housing Finance Authority (the “Authority”) is a component unit of Government
Development Bank for Puerto Rico (“GDB” or the “Bank™), which is a component unit of the
Commonwealth of Puerto Rico (the “Commonwealth”). The Authority was created in 1977 to provide
public and private housing developers with interim and permanent financing through mortgage loans for
the construction, improvement, operation, and maintenance of rental housing for low- and
moderate-income families. The Authority also issues bonds and notes, the proceeds of which are
deposited in separate trusts and generally invested in federally insured mortgage loans on properties
located in Puerto Rico and purchased by low- and moderate-income families. The Authority is
authorized by the U.S. Department of Housing and Urban Development to administer the U.S. Housing
Act Section 8 program in Puerto Rico and to act as an approved mortgagor, both for multifamily rental
units and for single-family homes. In addition, it is an authorized issuer of Government National
Mortgage Association (GNMA) mortgage-backed securities and is Puerto Rico’s State Credit Agency
for the Low-Income Housing Tax Credit Program under Section 42 of the U.S. Internal Revenue Code.

The Authority, in conjunction with the Puerto Rico Department of Housing (the “Department of
Housing™), is the entity responsible for certifying projects under the New Secure Housing Program
(known in Spanish as Nuevo Hogar Seguro) with the approval of the Federal Emergency Management
Agency (FEMA). This program is directed to plan, coordinate, and develop the construction of new
housing as a replacement to those destroyed by Hurricane Georges in 1998, and to attend the housing
needs of families living in hazard-prone areas.

To minimize its risk of loss, the Authority purchases insurance coverage for public liability, hazard,
automobile, crime, and bonding, as well as medical and workmen’s insurance for employees. The
selection of the insurer has to be approved by the Public Insurance Office of the Puerto Rico Treasury
Department. Insurance coverage is updated annually to account for changes in operating risk. For the
last three years, insurance settlements have not exceeded the amount of coverage.

2. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of the Authority conform to accounting principles generally
accepted in the United States of America (U.S. GAAP), as applicable to governmental entities. The
Authority follows Governmental Accounting Standards Board (GASB) pronouncements under the
hierarchy established by GASB Statement No. 55, The Hierarchy of Generally Accepted Accounting
Principles for State and Local Governments, in the preparation of its financial statements. The Authority
has elected to apply all applicable statements and interpretations issued by the Financial Accounting
Standards Board after November 30, 1989, in accounting and reporting for its enterprise funds and
business-type activities to the extent they do not conflict with GASB pronouncements.

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses during the reported period. Actual results could differ from those estimates.
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Government-Wide and Fund Financial Statements

Government-Wide Financial Statements — The statement of net assets and the statement of activities
report information on all activities of the Authority. The effect of interfund balances has been removed
from the government-wide statement of net assets, except for the residual amounts due between
governmental and business-type activities. Interfund charges for services among functions of the
government-wide statement of activities have not been eliminated. The Authority’s activities are
distinguished between governmental and business-type activities. Governmental activities generally are
financed through taxes, intergovernmental revenues, and other nonexchange revenues. Business-type
activities are financed in whole or in part by fees charged to external parties for goods or services or
interest earned on investment securities. Following is a description of the Authority’s government-wide
financial statements.

The statement of net assets (deficiency) presents the Authority’s assets and liabilities, with the difference
reported as net assets. Net assets (deficiency) are reported in three categories:

¢ Invested in capital assets, net of related debt, consists of capital assets, net of accumulated
depreciation and amortization, and reduced by outstanding balances for bonds, notes, and other debt
that are attributed to the acquisition, construction, or improvement of those assets, if any.

e Restricted net assets result when constraints placed on net assets use are either externally imposed
by creditors, grantors, contributors, and the like, or imposed by law through constitutional
provisions or enabling legislation.

e Unrestricted net assets (deficit) consist of net assets that do not meet the definition of the two
preceding categories. Unrestricted net assets often are designated, in order to indicate that
management does not consider them to be available for general operations. Unrestricted net assets
often have constraints on use that are imposed by management, but such constraints may be
removed or modified.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable within a
specific function. Program revenues include (1) interest income on loans and investments, changes in the
fair value of investments, and fees and charges to customers for services rendered or for privileges
provided and (2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function. Other items not meeting the definition of program revenues are
reported as general revenues.

Fund Financial Statements — Fund accounting is designed to demonstrate legal compliance and to aid
financial management by segregating transactions related to certain government functions or activities.
A fund is a separate accounting entity with a self-balancing set of accounts. The financial activities of
the Authority that are reported in the accompanying basic financial statements have been classified into
governmental and enterprise funds.

Separate financial statements are provided for governmental funds and enterprise funds. Major

individual governmental and enterprise funds are reported as separate columns in the fund financial
statements, with nonmajor funds being combined into a single column.
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Measurement Focus, Basis of Accounting, and Financial Statements Presentation

Government-Wide Financial Statements — The government-wide financial statements are reported
using the economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as revenues as soon as all eligibility
requirements imposed by the provider have been met.

Governmental Funds Financial Statements — The governmental funds financial statements are reported
using the current financial resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available. Revenues are considered to
be available when they are collectible within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the Authority considers revenues to be available if they
are collected within 120 days after the end of the fiscal year. Principal revenue sources considered
susceptible to accrual include federal and Commonwealth funds to be received by the Housing and
Urban Development (HUD) Programs, ARRA Funds, and Closing Costs Assistance Program. Other
revenues are considered to be measurable and available only when cash is received. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting.

Modifications to the accrual basis of accounting include:

e Employees’ vested annual leave is recorded as expenditure when utilized. The amount of
accumulated annual leave unpaid at June 30, 2010, is reported only in the government-wide
financial statements.

e Interest on general long-term obligations is generally recognized when paid.

¢ Debt service principal expenditures and claims and judgments are recorded only when payment is
due.

Governmental Funds — The following governmental activities of the Authority are classified as major
governmental funds:

HUD Programs — This special revenue fund accounts for the subsidy to low- and moderate-income
families for the rental of decent and safe dwellings under the U.S. Housing Act Section 8 programs.

ARRA Programs — This special revenue fund accounts for funds received under Title XII and

Section 1602 of the American Recovery and Reinvestment Act of 2009. Title XII is a grant program that
provides funds for capital investments in Low-Income Housing Tax Credit projects. Section 1602 grants
funds to states to finance construction or acquisition and rehabilitation of qualified low-income building
for low-income housing in lieu of low-income housing tax credits.

Closing Costs Assistance Program —This program was created to provide subsidy to certain families
to cover closing fees related to the purchase of housing units, subject to certain maximum amounts.
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The following governmental activities of the Authority are accounted for in other nonmajor
governmental funds:

Affordable Housing Mortgage Subsidy Programs (AHMSP) (Stages 2, 3, 6,7, 8,9, 10, and 11) —
These special revenue funds are used to account for the proceeds of specific revenue sources under
Stages 2, 3,6, 7, 8,9, 10, and 11 of the AHMSP that are legally restricted for expenditures to promote
the origination of mortgage loans by financial institutions in the private sector to low- and
moderate-income families. Under these stages, the Authority commits to provide subsidy for the down
payment and/or the principal and interest payments on mortgage loans originated under a predetermined
schedule of originations and, in the case of Stages 9, 10, and 11, to acquire such mortgages in the form
of mortgage-backed securities issued by the financial institutions. Loans originated, as well as servicing,
are kept by the originating financial institution. There was no open schedule of originations under these
stages as of June 30, 2010.

AHMSP Mortgage-Backed Certificates — This special revenue fund is used to account for specific
revenue sources used to provide subsidy for the mortgages underlying the mortgage-backed securities
held as collateral for the mortgage-backed certificates issued in fiscal year 2007.

AHMSP Act No. 124 — This special revenue fund accounts for excess subsidy funds, as well as
accumulated net assets released periodically from arbitrage structures used to provide housing
assistance.

Special Obligation Refunding Bonds — Debt Service — This debt service fund accounts for the funds
and assets transferred by the Commonwealth through legislative appropriations and by the liquidator of
the former Corporacién de Renovaci6n Urbana y Vivienda (CRUV). On August 21, 2009, the
Authority’s board of directors authorized to liquidate this fund and its net assets were transferred to the
AHSMP Stage 7 fund to partially repay the amounts due GDB.

New Secure Housing Program — This special revenue fund is used to account for federal and local
resources directed to plan, coordinate, and develop the construction of new housing units as a
replacement for those destroyed by Hurricane Georges in 1998, and to attend the housing needs of those
families living in hazard-prone areas.

The Key for your Home Program— This special revenue fund was created to provide subsidy to low
and moderate income families of cost directly related to the purchase and rehabilitation of housing units,
subject to certain maximum amounts. The fund was closed during the year ended June 30, 2010.

Enterprise Funds’ Financial Statements — The financial statements of the enterprise funds are reported
using the economic resources measurement focus and the accrual basis of accounting, similar to the
government-wide statements described above.

Enterprise funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses are those that result from the Authority providing the services that correspond to
their principal ongoing operations. Operating revenues are generated from lending, investing, fiscal
agency services, and other related activities. Operating expenses include interest expense, any provision
for losses on loans, advances, or guarantees, and all general and administrative expenses, among other.
Revenues and expenses not meeting these definitions are reported as nonoperating revenues and
expenses.
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Enterprise Funds — The following business-type activities of the Authority are classified as major
enterprise funds:

Operating and Administrative — The Operating and Administrative fund accounts for lending and
guarantee activities, except those accounted for in other enterprise funds, and most of the general and
administrative activities of the Authority.

Mortgage Trust IIT — This fund is used to account for the financing of low- and moderate-income
families’ purchase of residential housing from the proceeds of bond issuances.

Single-Family Mortgage Revenue Bonds Portfolio IX — This fund is part of the Authority’s AHMSP
and are used to account for bond issuances, the proceeds of which are mainly used to purchase
mortgage-backed securities collateralized by loans originated to finance low- and moderate-income
families’ purchase of residential housing units.

Mortgage-Backed Certificates 2006 Series A — This fund is used to account for the proceeds received
in connection with the issuance of mortgage-backed certificates (the “Mortgage-Backed Certificates”),
which were used to defease the Collateralized Mortgage Revenue Bonds 1994 Series A and the Single
Family Mortgage Portfolio I and Portfolio IV bonds.

The Mortgage-Backed Certificates are limited obligations of the Authority, payable from and secured by
certain mortgage-backed securities guaranteed by GNMA and Federal National Mortgage Association
(FNMA) (the “Mortgage-Backed Securities”), as well as from moneys in certain funds and accounts
established in the trust indenture for the issuance of the Mortgage-Backed Certificates. The
Mortgage-Backed Securities are backed by mortgage loans made by participating lending institutions to
low- and moderate-income families to finance the purchase of qualified single-family residential
housing units in Puerto Rico under the Authority’s AHMSP Act. No. 124. Each class of
Mortgage-Backed Certificates will be paid from a separate and distinct stream of principal and interest
payments from designated mortgage loans per class of Mortgage-Backed Certificates, as paid through
the corresponding Mortgage-Backed Securities into which the class mortgage loans are pooled, as well
as moneys deposited in certain funds and accounts established in the trust indenture. The schedule and
unscheduled principal payments derived from class mortgage loans and interest will be paid on a
monthly basis. The rates of principal payments on each Mortgage-Backed Certificate will depend on the
rates of principal payments, including prepayments, on the related class mortgage loans. The rates of the
payments, including prepayments, on the mortgage loans are dependent on a variety of economic and
social factors, including the level of market interest rates.

The following business-type activities of the Authority are accounted for in other nonmajor enterprise
funds:

Mortgage Loan Insurance — The mortgage loan insurance program was created by law to provide
mortgage credit insurance to low- and moderate-income families on loans originated by the Authority
and other financial institutions. This activity can be increased through legislative appropriations, if and
when needed, and derives its revenue from premiums charged to the borrowers, interest on investments,
and sales of properties acquired through foreclosure. The Authority manages the risk of loss of its
mortgage loan insurance activities by providing its insurance program only to financial institutions that
(1) maintain certain defined minimum capital, (2) are qualified based on experience and resources,

(3) perform certain collection efforts, and (4) comply with established procedures and requirements. In
addition, the Authority requires certain loan-to-value ratios on loans insured and inscription of the
collateral in the property registry of the Commonwealth.
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During the year ended June 30, 2008, the Authority created the Puerto Rico Housing Administration
program, known in Spanish as “FHA Boricua,” expanding requirements and parameters under the
existing Act No. 87, Mortgage Loan Insurance. The program allows citizens, paying an annual
insurance premium, to originate mortgage loans with up to a 98% loan to value ratio. The program
insures participating lending institutions in events of foreclosure. The program will be financed through
annual insurance premiums, commitment and transaction fees, and proceeds from any sale of foreclosed
real estate. The program also requires participants to comply with various eligibility requirements.

The Commonwealth guarantees up to $75 million of the principal insured by the mortgage loan
insurance program. As of June 30, 2010, the mortgage loan insurance program covered loans
aggregating to approximately $621 million.

Land Acquisition and Construction Loans Insurance (Act No. 89) — The land acquisition and
construction loans insurance program provides mortgage credit insurance to low- and moderate-income
families for the purchase of lots. The program is financed through legislative appropriations and
proceeds from mortgage insurance premiums and any other income derived from this insurance activity.
Under this program, the Authority is authorized to commit the good faith and credit of the
Commonwealth up to $5 million for the issuance of debenture bonds.

Home Purchase Stimulus Program — This program was created as part of Act No. 9, approved on
March 9, 2009 to help families in the acquisition of a new or existing house through the issuance of a
second mortgage.

Single-Family Mortgage Revenue Bonds Portfolio X and XI — These funds are part of the
Authority’s AHMSP and are used to account for bond issuances, the proceeds of which are mainly used
to purchase mortgage-backed securities collateralized by loans originated to finance low- and
moderate-income families’ purchase of residential housing units. On October 2009, Portfolio XTI had an
early redemption of its outstanding bonds for the amount of $164 million.

Homeownership Mortgage Revenue Bonds — This fund is used to account for the proceeds of bond
issuances to finance the acquisition of GNMA certificates backed by mortgage loans originated by
eligible institutions to finance the purchase of qualified single-family residential housing.

Home Ownership Mortgage Revenue Bonds (Series 2001) — This fund is used to account for the
proceeds of bond issuances to finance the acquisition of GNMA certificates backed by mortgage loans
originated by eligible institutions to finance the purchase of single family residential housing.

Home Ownership Mortgage Revenue Bonds (Series 2003) — This fund is used to account for
subsidies provided to low- and moderate-income families in obtaining a mortgage loan.

Investments and Investment Contracts — Investments and investment contracts are carried at fair
value, except for money market instruments and participating investment contracts with a remaining
maturity at the time of purchase of one year or less and nonparticipating investment contracts
(guaranteed investment contracts), which are carried at cost, and investment positions in 2a-7 like
external investment pools, which are carried at the pools’ share price. Fair value is determined based on
quoted market prices and quotations received from independent broker/dealers. Realized gains and
losses from the sale of investments and unrealized changes in the fair value of outstanding investments
are included in net increase (decrease) in fair value of investments.

In accordance with the specific requirements established in the bond indentures, the Authority has
invested certain debt proceeds in U.S. government obligations, U.S. and Puerto Rico mortgage-backed
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securities, and investment contracts. These U.S. government obligations, mortgage-backed securities,
and investment contracts are held in custody by the trustee of the bond issue in the name of the
Authority.

Loans Receivable and Allowance for Loan Losses — Loans in the enterprise funds are presented at
the outstanding unpaid principal balance reduced by an allowance for loan losses. Loans are measured
for impairment when it is probable that all amounts, including principal and interest, will not be
collected in accordance with the contractual terms of the loan agreement. Interest accrual ceases when
collectibility is uncertain, generally once a loan is 180 days past due. Once a loan is placed in nonaccrual
status, all accrued but uncollected interest is reversed against current interest income. Interest income on
nonaccrual loans is thereafter recognized as income only to the extent actually collected. Nonaccrual
loans are returned to an accrual status when management has adequate evidence to believe that the loans
will be performing as contracted.

The allowance for loan losses is established through provisions recorded as an operating expense. This
allowance is based on the evaluation of the risk characteristics of the loan or loan portfolio, including
such factors as the nature of the individual credit outstanding, past loss experience, known and inherent
risks in the portfolios, and general economic conditions. Charge-offs are recorded against the allowance
when management believes that the collectibility of the principal is unlikely. Recoveries of amounts
previously charged off are credited to the allowance. Because of uncertainties inherent in the estimation
process, management’s estimate of credit losses in the outstanding loans receivable portfolio and the
related allowance may change in the near future.

Interfund Balances — Interfund receivables and payables have been eliminated from the statement of
net assets, except for the residual amounts due between governmental and business-type activities.

Debt Issue Costs — Debt issue costs are deferred, and amortized, as a component of interest expense,
over the term of the related debt, using systematic and rational methods that approximate the interest
method. Issuance costs of the bonds accounted for in the governmental funds are recorded as
expenditures when paid.

Real Estate Available for Sale — Real estate available for sale comprises properties acquired through
foreclosure proceedings. It also includes loans that are treated as if the underlying collateral had been
foreclosed because the Authority has taken possession of the collateral, even though legal foreclosure or
repossession proceedings have not taken place. Those properties are carried at the lower of cost or fair
value, which is established by a third-party professional assessment or based upon an appraisal, minus
estimated costs to sell. At the time of acquisition of properties in full or in partial satisfaction of loans,
any excess of the loan balance over the fair value of the properties minus estimated costs to sell is
charged against the allowance for loan losses. Subsequent declines in the value of real estate available
for sale are charged to expenditure/expense. Gain or loss on sale related to foreclosed real estate
available for sale are included within noninterest income in the accompanying statement of revenues,
expenses, and changes in net assets.

Capital Assets — Capital assets, which include leasehold improvements, information systems, office
furniture, equipment, and vehicles, are reported in the business-type activities column in the
government-wide financial statements. Capital assets are defined by the Authority as assets which have a
cost of $500 or more at the date of acquisition and have an expected useful life of three or more years.
Purchased capital assets are valued at historical cost. Donated fixed assets are recorded at their fair
market value at the date of donation. The costs of normal maintenance and repairs that do not add to the
asset’s value or materially extend the asset’s useful life are not capitalized.
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Capital assets are depreciated on the straight-line method over the assets’ estimated useful lives.
Leaschold improvements are amortized over the terms of the respective leases or the estimated useful
lives of the improvements, whichever is shorter. Generally, estimated useful lives are as follows:

Leasehold improvements Lesser of 10 years or lease term
Office furniture and equipment 5 years
Information systems 3 years
Vehicles 5 years

Compensated Absences — The employees of the Authority are granted 30 days of vacation and

18 days of sick leave annually. In the event of employee resignation, an employee is reimbursed for
accumulated vacation days up to the maximum allowed. The enterprise fund financial statements and the
government-wide financial statements present the cost of accumulated vacation and sick leave as a
liability. There are no employees paid by governmental funds.

Allowance for Losses on Mortgage Loan Insurance — The estimated liability for losses on mortgage
loan insurance is based on management’s evaluation of potential losses on insurance claims after
considering economic conditions, market value of related property, and other pertinent factors. Such
amount is, in the opinion of management, adequate to cover estimated future normal mortgage loan
insurance losses. Actual losses for mortgage loan insurance are charged, and recoveries, if any, are
credited to the estimated liability for losses on mortgage loan insurance. Because of uncertainties
inherent in the estimation process, management’s estimate of losses in the outstanding loan guarantee
portfolio and the related liability may change in the near future.

Refundings — Refundings involve the issuance of new debt whose proceeds are used to repay
immediately (current refunding) or at a future time (advance refunding) previously issued debt. The
difference between the reacquisition price and the net carrying amount of the old debt is deferred and
amortized as a component of interest expense over the remaining life of the old debt or the life of the
new debt, whichever is shorter. The deferred amount is recorded as an addition to or deduction from the
new debt.

No-Commitment Debt — The Authority has issued notes and bonds in connection with the financing of
low- and moderate-income housing projects. Certain of the obligations issued by the Authority are
considered no-commitment debt and are excluded, along with the related assets held in trust, from the
accompanying basic financial statements. The Authority and the Commonwealth, except for the assets
held in trust and earnings thereon, are not liable directly or indirectly for the payment of such
obligations.

Certain other collateralized obligations of the Authority are included in the accompanying basic
financial statements because either they represent general obligations of the Authority or it maintains
effective control over the assets transferred as collateral.

Governmental Funds — Reservations of Fund Balance — The governmental fund financial
statements present reservations of fund balance for portions of fund balances that are legally segregated
for a specific future use or are not available for other future spending.

Loan Origination Costs and Commitment Fees — GASB Statement No. 10, Accounting and
Financial Reporting for Risk Financing and Related Issues, requires that loan origination and
commitment fees and direct origination costs be amortized over the contractual life of the related loan.
The Authority generally recognizes commitment fees as income when collected and the related loan
origination costs as expense when incurred. Effective July 1, 2006, the Authority defers and amortizes
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loan origination fees for certain single-family mortgage loans over the contractual life of such loans. In
the opinion of management, the difference between the two methods does not have a significant effect
on the Authority’s financial position and changes in financial position.

Transfers of Receivables — Transfers and of receivables are accounted and reported as a sale if the
Authority’s continuing involvement with those receivables is effectively terminated. This approach
distinguishes transfers of receivables that are sales from transfers that are collateralized borrowings.

The Authority’s continuing involvement is considered to be effectively terminated if all of the following
criteria are met: (i) the transferee’s ability to subsequently sell or pledge the receivables is not
significantly limited by constraints imposed by the Authority, either in the transfer agreement or through
other means; (ii) the Authority does not have the option or ability to unilaterally substitute for or
reacquire specific accounts from among the receivables transferred, except in certain limited
circumstances; (iii) the sale agreement is not cancelable by either party, including cancellation through
payment of a lump sum or transfer of other assets or rights; and (iv) the receivables and the cash
resulting from their collection have been isolated from the Authority.

The Authority services loans for investors and receives servicing fees generally based on stipulated
percentages of the outstanding principal balance of such loans. Loan servicing fees, late charges, and
other miscellaneous fees are recognized as revenues as the related mortgage payments are collected, net
of fees due to any third-party servicers. No servicing asset is recognized since fees are considered
adequate compensation.

Mortgage Loan Insurance Premiums — Premiums on insured mortgage loans are recognized as
earned.

Future Adoption of Accounting Pronouncements — The GASB has issued the following statements:

e GASB Statement No. 54, Fund Balance Reporting and Governmental Type Fund Definitions, which
is effective for periods beginning after June 15, 2010.

e GASB Statement No. 57, OPEB Measurements by Agent Employers and Agent Multiple-Employers
Plans, which is effective for periods beginning after June 15, 2011.

e GASB Statement No. 59, Financial Instruments Omnibus, which is effective for periods beginning
after June 15, 2010.

Management is evaluating the impact that these statements will have on the Authority’s basic financial
statements.

CASH AND DUE FROM BANKS, DEPOSITS PLACED WITH BANKS

The table presented below discloses the level of custodial credit risk assumed by the Authority at

June 30, 2010. Custodial credit risk is the risk that in the event of a financial institution failure, the
Authority’s deposits may not be returned to it. The Commonwealth requires that public funds deposited
in commercial banks in Puerto Rico must be fully collateralized for the amount deposited in excess of
federal depository insurance. All securities pledged as collateral are held by the Secretary of the
Treasury of the Commonwealth. Funds deposited with GDB or the Economic Development Bank
(EDB) for Puerto Rico, a component unit of the Commonwealth, are not covered by this
Commonwealth’s requirement,
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The Authority follows GDB’s policies for deposits placed with banks, which establish maximum
exposure limits for each institution based on the institution’s capital, financial condition, and credit
rating assigned by nationally recognized rating agencies. Maturities of deposits placed with banks at
June 30, 2010, are as follows: $388,966,050 in July 2010, $19,639,984 in August 2010, $42,993,993 in
September 2010, $22,204,236 in October 2010, $41,491,751 in November 2010, and $14,191,466 in
December 2010.

As of June 30, 2010, $556,497,861 of the depository bank balance of $568,653,207 was uninsured and
uncollateralized as follows:

Amount
Depository Uninsured
Carrying Bank and
Amount Balance Uncollateralized
Cash $ 38,523,063 $ 39,165,727 $ 29,297,125
Deposits placed with banks 529,487,480 529,487,480 527,200,736
Total $568,010,543 $568,653,207 $556,497,861

Uninsured and uncollateralized cash of approximately $29.3 million at June 30, 2010, represents the
bank balance of cash deposited at GDB. These deposits are exempt from the collateral requirement
established by the Commonwealth. In addition, uninsured and uncollateralized deposits placed with
banks consist of certificates of deposit issued by GDB and EDB amounting to $527,200,736.

Reconciliation to the government-wide statement of net assets as of June 30, 2010, is as follows:

Unrestricted:

Cash $ 6,732,429
Deposits placed with banks 116,131,209
Total unrestricted 122,863,638
Restricted:
Cash 131,790,634
Deposits placed with banks 413,356,271
Total restricted 445,146,905
Total $568,010,543
INVESTMENTS

The Authority follows GDB’s investment policies, which provide that investment transactions shall be
entered into only with counterparties that are rated BBB+/A-1 or better by Standard & Poor’s or
equivalent rating by Fitch Ratings or Moody’s Investors Service, depending on the type and maturity of
the investment and the counterparty to the transaction. Any exceptions must be approved by the
Authority’s board of directors. These investment policies also provide that purchases and sales of
investment securities shall be made using the delivery versus payment method. The Authority does not
have a formal policy for interest rate risk management.
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The following table summarizes the type and maturities of investments held by the Authority at June 30,
2010. Investments by type in any one issuer representing 5% or more of total investments of the
Authority have been separately disclosed. Expected maturities will differ from contractual maturities
because borrowers may have the right to call or prepay obligations with or without call or prepayment
penalties.

Within After One After Five After Ten
One Yoar to Five Years  to Ten Years Years Total
Government National Mortgage
Association (GNMA) $ - $3,542,684 $ 3,245,920 $479,570,425 $486,359,029
Federal National Mortgage
Association (FNMA) 72,331 13,704,616 13,776,947
Federal Home Loan Mortgage
Corporation (FHLMC) 22,883 14,751,674 14,774,557
Fixed-income external investment
pool — Federated Government
Obligations 25,062,978 25,062,978
Puerto Rico Housing Bank
Portfolio II bonds 4,902,659 4,902,659
Nonparticipating investment
contracts:
GDB 196,904,000 196,904,000
Other 17,628,800 92,983,332 110,612,132
Total $25,062,978 $3,542,684 $ 20,969,934 $802,816,706 $852,392,302

Reconciliation to the government-wide statement of net assets as of June 30, 2010, is as follows:

Unrestricted investments and investment contracts $ 18,357,183
Restricted investments and investment contracts 834,035,119
Total $852,392,302

At June 30, 2010, substantially, all of the Authority’s investments in mortgage-backed securities were
held by trustees in connection with bonds issued by the Authority, the terms of which provide for early
redemption of the bonds if the securities are early repaid.

Investments in fixed-income external investment pools had an average maturity of less than 60 days;
accordingly, they are presented as investments with maturities of less than one year.
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All of the Authority’s investments in mortgage-backed securities guaranteed by GNMA carry the
explicit guarantee of the U.S. government. The credit quality ratings for investments in debt securities
and nonparticipating investment contracts, excluding mortgage-backed securities guaranteed by GNMA,
as of June 30, 2010, are as follows:

Credit Risk Rating

Securities Type AAA to A- BBB
Mortgage-backed securities:

FNMA $ 13,776,947 $ -

FHLMC 14,774,557
Fixed income external investment pool —

Federated obligations 25,062,978
Puerto Rico Housing Bank Portfolio Il bonds 4,902,659
Nonparticipating investment contracts 96,706,005 210,810,127
Total $155,223,146 $210,810,127

The credit quality rating of nonparticipating investment contracts are based on the credit quality ratings
of the counterparties with whom those contracts are entered into.

LOANS RECEIVABLE AND ALLOWANCE

Loans receivable as of June 30, 2010, consist of;

Business-Type Activities

Operating and Mortgage Other
Administrative Trust Il Nonmajor Total
Real estate loans — all
types of residential property,
bearing interest at various
rates ranging from
5% to 18% $222,493,176 $ 3,280,026 $ 20,805,000 $246,578,202
Less allowance for loan
losses (28,491,642) (478,079) (28,969,721)
Less deferred origination fees (2,654,351) (6,819,367) (9,473,718)
Total $191,347,183 $ 3,280,026 $ 13,507,554 $208,134,763

Reconciliation to the government-wide statement of net assets as of June 30, 2010, is as follows:

Unrestricted loans receivable — net $191,347,183
Restricted loans receivable — net 16,787,580
Total $208,134,763

Real estate loans receivable represent secured loans with a first lien on the related real estate property
granted to low- and moderate-income families for the acquisition of single-family units and to
developers of multifamily housing units in Puerto Rico. Prior to providing mortgage financing to
developers, the Authority obtains representations and approvals from appropriate Commonwealth and
U.S. government agencies as to the qualifications of the prospective sponsors, as well as the financial
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feasibility of each project. Real estate loans are generally collectible monthly at various dates through
the year 2049. The collection of noninsured/nonguaranteed real estate loans to developers is dependent
on the ability of each housing project to generate sufficient funds to service its debt, which, for other
than certain federally assisted housing projects, is predicated on the ability to obtain rent increases to
offset increases in operating costs.

At June 30, 2010, nonperforming loans amounted to approximately $62.6 million. Interest income that
would have been recorded in the year if these loans had performed in accordance with their original
terms would have been approximately $2.1 million.

The Authority generally measures impairment of loans based upon the present value of a loan’s expected
future cash flows, except when foreclosure or liquidation is probable, or when the primary source of
repayment is provided by real estate collateral. In these circumstances, impairment is measured based
upon the fair value of the collateral less estimated selling and disposal costs. The present value of a
loan’s expected future cash flows is calculated using the loan’s effective interest rate, based on the
original contractual terms.

The loans considered impaired as of June 30, 2010, and the related interest income for the year then
ended, are as follows:

Recorded investment in impaired loans:
Requiring an allowance for loan losses $65,974,000
Not requiring an allowance for loan losses -

Total $65,974,000
Related allowance for loan losses $27,232,000
Average recorded investment in impaired loans 56,109,000

Interest income recognized on impaired loans

The summary of the activity in the allowance for loan losses for the year ended June 30, 2010, is as
follows:

Enterprise Fund

Governmental Operating and Other Total
Activities Administrative Nonmajor
Balance — beginning of year $ 528919 $ 20,482,699 $ - $ 21,011,618
Provision for loan losses 9,523,192 478,079 10,001,271
Transfer to enterprise funds (528,919) 528,919 -
Net charge-offs (2,043,168) (2,043,168)
Balance — end of year $ - $ 28,491,642 $ 478,079 $ 28,969,721
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DUE FROM FEDERAL GOVERNMENT

Under the New Secure Housing Program (the “Program”), the Authority is responsible for administering
the Program, including contracting, supervising and paying the designers, inspectors, and legal services
needed for the Program. The Authority also provides all the funding for the Program through a $67
million non-revolving line of credit with GDB. The Department of Housing is responsible for land
acquisitions, auctioning projects, awarding construction contracts, qualifying participants, and selling
housing units to eligible participants.

Under the terms of the grant, the construction of, and relocation of participants, into new secure housing
facilities was to be completed by December 31, 2007. In addition, FEMA would reimburse 75% of the
allowable costs of the Program. Funds collected under the Program since its inception amounted to
approximately $113 million and are subject to compliance audits under OMB Circular A-133 and
federal granting agencies audits.

In April 2007, FEMA discontinued reimbursing the Authority’s allowable costs based on the Program’s
noncompliance with the scheduled dates for construction activities and case management. The
Department of Housing requested a one-year extension up to December 31, 2008, and although original
request was denied, FEMA granted such request in 2007.

On June 6, 2008, the Department of Housing requested an additional one-year extension up to
December 31, 2009, for the completion of the construction and relocation of participants into new secure
housing facilities. On July 1, 2008, FEMA denied the additional one-year extension. The Department of
Housing requested through the Governor’s Authorized Representative (GAR) on September 19, 2008, a
reconsideration of FEMA’s decision not to grant the extension. On December 23, 2008, FEMA granted
a one-year extension up to June 30, 2010.

Although significant progress was made through June 30, 2010 in the construction activities and in the
case management of the Program, the Authority was not able to fully comply with the terms of the
extension granted by FEMA. Based on this and the fact that no reimbursements have been received
from FEMA since April 2007, management has decided to establish an allowance for the $26 million
due from FEMA.

In addition, on February 17, 2009, the American Recovery and Reinvestment Act of 2009 (ARRA) was
signed into law in the United States of America. The purpose of ARRA is to jumpstart the nation’s
ailing economy, with the primary focus on creating and saving jobs in the near term and investing in
infrastructure that will provide long-term economic benefits. The Authority expended $86.6 million of
ARRA program funds of which $21.9 are due from the federal government at June 30, 2010.
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7.

CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2010, was as follows:

Beginning Reductions/
Balance Additions Reclassifications
Capital assets:
Leasehold improvements $ 3,966,034 $ 15,909 5 -
Information systems 1,506,439 573,672
Office furniture and
equipment 2,081,349 22,086
Vehicles 156,023 (6,000)
Total capital assets 7,709,845 611,667 (6,000
Less accumulated depreciation
and amortization for:
Leasehold improvements (1,326,047) (360,649)
Information systems (834,020) (428,247)
Office furniture and
equipment (1,281,861) (366,150)
Vehicles (109,121) (14,063) 6,000
Total accumulated
depreciation and
amortization (3,551,049) (1,169,109) 6,000
Total capital assets — net $ 4,158,796 $ (557,442) $ -
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Ending
Balance

$ 3,981,943
2,080,111

2,103,435
150,023

8,315,512

(1,686,696)
(1,262,267)

(1,648,011)
(117,184)

(4,714,158)

$ 3,601,354



8. BONDS AND NOTES PAYABLE AND OTHER LIABILITIES

The activity of bonds and notes payable for the year ended June 30, 2010, is as follows:

Governmental activities:
Commonwealth appropriation note
payable — AHMSP Stage 7
Due to GDB:
AHMSP Stage 7
AHMSP Stage 9
AHMSP Stage 10
New Secure Housing Program

Total governmental activities

Business-type activities:
Mortgage Trust III
Mortgage-Backed Certificates — 2006
Series A

Revenue bonds:

Single Family Mortgage Revenue

Bonds — Portfolio IX

Single Family Mortgage Revenue
Bonds — Portfolio X

Single Family Mortgage Revenue
Bonds — Portfolio X1

Homeownership Mortgage Revenue
Bonds 2000

Homeownership Mortgage Revenue
Bonds 2001

Homeownership Mortgage Revenue
Bonds 2003

Total revenue bonds

Subtotal

Notes payable:
GDB (operating and administrative)
Special obligation notes, 2010 Series A

Plus unamortized premium

Less unaccreted discount and deferred
amount on refunded bonds

Total business-type activities

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
$ 4,811,237 $ - 3 - $ 4,811,237 $ -
52,404,062 (13,108,142) 39,295,920 39,295,920
340,458 (340,458) -
13,580,319 14,261,235 (13,920,786) 13,920,768
43,515,774 7,314,700 (3,311,815) 47,518,659 2,817,193

$ 114,651,850

$21,575,935

$ (30,681,201)

$ 105,546,584

$42,113,113

$ 947,393,874  § . $ (43,060,000) $904,333874  $42,530,000
132,081,815 (11,822,523) 120,259,292 18,350,173
119,290,000 (11,995,000) 107,295,000 2,245,000
80,030,000 (6,405,000) 73,625,000 1,255,000
200,000,000 (181,090,000) 18,910,000 300,000
52,420,000 (4,515,000) 47,905,000 1,085,000
55,610,000 (5,390,000 50,220,000 1,250,000
25,720,000 (2,405,000) 23,315,000 590,000
533,070,000 - (211,800,000)  _ 321,270,000 6,725,000
1,612,545,689 - (266,682,523)  15345.863,166 67,605,173
1,597,005 2,785,259 (886,678) 3,495,586
15,000,000 15,000,000
551,694 (53,441) 498,253
(514,505227) (7,350,000 33,772,658  _(488,082,569)
$1,100,189,161  $10435259  $(233,849.984)  $ 876,774,436  $67,605,173
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The annual debt service requirements to maturity, including principal and interest, for long-term debt,
other than amounts due to GDB as of June 30, 2010, are as follows:

Years Ending Governmental Activities Business-Type Activities
June 30 Principal Interest Principal interest
2011 $ - $ 256,831 $ 67,605,173 $ 22,289,497
2012 261,554 59,629,153 21,282,980
2013 201,452 58,391,987 20,465,843
2014 95,757 217,922 54,447,255 19,640,525
2015 89,306 215,785 51,253,319 19,867,668
2016-2020 562,166 962,436 250,489,120 86,826,494
2021-2025 454,477 760,689 118,022,754 64,732,625
2026-2030 2,491,101 532,381 599,163,299 41,650,242
2031-2035 1,118,430 20,719 84,731,106 13,125,445
2036-2040 17,130,000 1,675,624
Total $4,811,237 $3,429,769 $1,360,863,166 $311,556,943

Governmental Activities

Notes payable by governmental activities, excluding amounts due to GDB, consist of the following:

Interest Amount
Description and Maturity Date Rate Outstanding
Note Payable AHMSP Stage 7 — July 1, 2010,
and each July 1 thereafter to July 1, 2031 4.1%-5.25% $4,811,237

Note Payable to Puerto Rico Public Finance Corporation — On December 27, 2001, the Authority
entered into a loan agreement (the “Note”) with the GDB to refinance the AHMSP Stage 7 note payable
of the Puerto Rico Housing Bank, as authorized by Act No. 164 of December 17, 2001. The Puerto Rico
Public Finance Corporation acquired and restructured the Note through the issuance of its
Commonwealth appropriations bonds (“PFC Bonds™). The PFC Bonds were issued under a trust
indenture whereby the Puerto Rico Public Finance Corporation pledged and sold the Note, along with
other notes under Act No. 164, to certain trustees and created a first lien on the revenues of the notes
sold. The notes payable to the Puerto Rico Public Finance Corporation were originally composed of a
loan granted by GDB, which, pursuant to Act No. 164 of December 17, 2001, the Puerto Rico Public
Finance Corporation acquired and restructured through the issuance of Commonwealth appropriation
bonds. These bonds were issued under trust indenture agreements whereby the Puerto Rico Public
Finance Corporation pledged the notes to certain trustees and created a first lien on the pledged revenue
(consisting of annual Commonwealth appropriations earmarked to repay these notes) for the benefit of
the bondholders.

During June 2004, the Puerto Rico Public Finance Corporation advance refunded a portion of certain of
its outstanding Commonwealth appropriation bonds issued in 2001 under Act No. 164 of December 17,
2001. The Authority recognizes a mirror effect of this advance refunding by the Puerto Rico Public
Finance Corporation in its own notes payable in proportion to the portion of the Authority’s notes
payable included in the Puerto Rico Public Finance Corporation refunding. The aggregate debt service
requirements of the refunding and unrefunded notes will be funded with annual appropriations from the
Commonwealth.
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The Note’s outstanding balance at June 30, 2010, was $4,811,237 and matures on July 1, 2031. Interest
on the unpaid principal amount of the Note is equal to the applicable percentage of the aggregate interest
payable on the Public Finance Corporation Bonds. Applicable percentage is the percentage representing
the proportion of the amount paid by the Public Finance Corporation on the PFC Bonds serviced by the
Note to the aggregate amount paid by the Public Finance Corporation on all the PFC Bonds issued by
the Public Finance Corporation under Act No. 164.

Due to GDB — New Secure Housing Program — On May 19, 2008, the Authority restructured its
New Secure Housing Program credit facility with GDB into a long-term nonrevolving line of credit. The
restructured credit facility has a maximum credit limit of $67 million and bears a variable interest
consisting of the 60-day London Interbank Offered Rate, plus 1.25% (1.54% at June 30, 2010) payable
on June 30 of each year until June 30, 2027.

Business-Type Activities

Bonds, notes, and mortgage-backed certificates payable by business-type activities, excluding notes
payable to GDB, consist of the following:

Interest Amount
Description and Maturity Date Rate Outstanding
Mortgage Trust I11:
Each July 1 and January 1 until July 1, 2011 Zero Coupon  § 38,940,796
Each July 1 and January 1 until January 1, 2021 Zero Coupon 246,640,811
January 1, 2026 Zero Coupon 150,829,446
Single Family Mortgage Revenue Bonds — Portfolio IX —
Each December 1 and June 1 until December 1, 2012 3.85%—5.60% 107,295,000
Single Family Mortgage Revenue Bonds — Portfolio X —
Each December 1 and June 1 until December 1, 2037 4.15%~5.65% 73,625,000
Single Family Mortgage Revenue Bonds — Portfolio XI —
Each December | and June 1 until December 1, 2039 2.60%-5.45% 18,910,000
Homeownership Mortgage Revenue Bonds 2000 Series —
Each June 1 and December 1 until December 1, 2032 4.25%-5.20% 47,905,000
Homeownership Mortgage Revenue Bonds 2001 Series:
Each December 1 until December 1, 2012 4.50%4.70% 3,930,000
June 1, 2013, and each December 1 and June 1
thereafter to December 1, 2033 4.45%-5.50% 46,290,000
Homeownership Mortgage Revenue Bonds 2003 Series:
Each December 1 until December 1, 2013 3.55%4.00% 2,485,000
June 1, 2013, and each December 1 and June 1
thereafter to December 1, 2033 4.375%4.875% 20,830,000
Mortgage-Backed Certificates, 2006 Series A — principal and
interest payable monthly from September 29, 2006
to August 29, 2030 2.955%-6.560% 107,845,171
Special Obligation Notes, 2010 Series A — May 1, 2040 6.974 % 7,752,626
Total $ 873,278,850

-41 -



10.

Note Payable to GDB — On October 7, 2008, the Authority entered in an agreement with GDB to
create a credit facility to manage its co-participation program. Under this program, the Authority
participates in conjunction with private banks in the granting of construction loans to developers that
qualified under Act No. 124. The credit facility has a maximum credit limit of $50 million, matures on
October 7, 2014, and bears a variable interest consisting of Prime rate, plus 1% (4.25% at June 30,
2010).

Special Obligation Notes, 2010 Series A — On October 22, 2009, the Authority issued $15,000,000 of
Special Obligation Notes, 2010 Series A. These notes are collateralized by certain second mortgage
originated under the Home Purchase Stimulus Program. The Notes will be repaid from collections of
principal and interest of the underlying collateral, net of servicing and guarantee fees. The second
mortgage loans are guaranteed by the Authority’s Act No. 87 insurance.

Compensated Absences — The activity for compensated absences, included within accounts payable
and accrued liabilities, during the year ended June 30, 2010, is as follows:

Beginning Ending Due Within
Balance Provision Reductions Balance One Year
Vacation $ 684,823 $ 744,284 $ (799,444) $ 629,663 $ 629,663
Sick leave 537,791 446,571 (371,050) 613,312 613,312
Total $1,222,614 $1,190,855 $(1,170,494) $1,242,975 $1,242,975

Compensated absences are available to be liquidated by the employees during the year.
RESTRICTED NET ASSETS — MORTGAGE LOAN INSURANCE FUND

The Authority is required by law to maintain an allowance for estimated losses on insured mortgage
loans, which is computed as a percentage of the outstanding principal balance of the insured mortgage
loans. Losses incurred upon the foreclosure and subsequent gains or losses on the disposal of properties
are credited/charged to the allowance for mortgage loan insurance. At June 30, 2010, the Authority had
restricted net assets for such purposes of approximately $61.9 million.

RELATED-PARTY TRANSACTIONS

A summary of the most significant related-party balances and transactions as of June 30, 2010, and for
the year ended is as follows:

Commonwealth of Puerto Rico— Legislative appropriations of approximately $45.2 million were
received by the governmental and enterprise funds during the year ended June 30, 2010. These
appropriations are restricted for the payment of certain bonds, to support low-income housing assistance
programs, to fund loan originations under the co-participation program (see Note 8), and to fund loan
originations under the Home Purchase Stimulus Program (see Notes 2 and 8).

Department of Housing — At June 30, 2010, the Authority has an amount due from the Department of
Housing amounting to $581,687. Management has fully reserved this balance as of June 30, 2010.
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11.

GDB — The Authority has the following related-party balances and transactions with GDB as of and for

the year ended June 30, 2010:

Assets:
Cash — including accrued interest
Deposits placed with banks — including
accrued interest
Nonparticipating investment contracts
Nonparticipating investment contracts —
including accrued interest

Total
Liabilities:
Lines of credit and notes payable —
including accrued interest
Bonds payable

Total

Carrying
Amount
$ 28,648,765

473,863,851
146,301,027

50,668,688

$699,482,331

$104,231,346

150,829,446

$255,060.792

Interest Rate

Variable

2.51%-7.25%
Zero Coupon

4.50%—-8.00%

1.51%-7.00%
Zero coupon

Interest
Income
(Expense)

$ 16,260

24,880,826
11,404,444

3,832,507

$ 40,134,037

$ (2,287,735)
(11,370,571

$(13,658,306

Lease Commitments — The Authority entered into a 30-year lease agreement with the Puerto Rico
Department of Housing (PRDH) to rent office space expiring in 2037. During the term of the lease, the
Authority will pay an annual rent of $1.5 million. The agreed-upon rent includes parking spaces,
maintenance, and security services in common areas. The PRDH will be responsible for the payment of
utilities in exchange for an additional payment of $350,000 payable in a lump sum on or before August
31 of each year. Rent expense during the year ended June 30, 2010 amounted to $1,500,000.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

The Authority is a party to financial instruments with off-balance-sheet risk to meet financing needs of
its customers and to reduce its own exposure to fluctuations in interest rates. These financial instruments
include commitments to extend credit and to purchase mortgage-backed securities. These instruments
involve, to varying degrees, elements of credit and interest rate risk in excess of amounts recognized in
the balance sheet. The off-balance-sheet risks are managed and monitored in manners similar to those
used for on-balance-sheet risks. The Authority’s exposure to credit losses for lending and purchasing
commitments is represented by the contractual amount of those transactions.

Commitments to extend credit are agreements to lend to a customer 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. Since these commitments might expire without
being drawn upon, the total commitment amounts do not necessarily represent future cash requirements.
The Authority evaluates each customer’s creditworthiness on a case-by-case basis. The amount of the
collateral obtained upon extension of credit is based on management’s credit evaluation of the
counterparty. Collateral generally includes income-producing commercial properties. At June 30, 2010,
commitments to extend credit amounted to approximately $32,408,000.

-43 -



12,

Commitments to purchase mortgage-backed securities are agreements to acquire such securities at a
fixed price on behalf of certain housing programs. At June 30, 2010, there were no commitments
outstanding to purchase mortgage-backed securities.

RETIREMENT SYSTEM

Defined Benefit Pension Plan — The Employees’ Retirement System of the Government of the
Commonwealth of Puerto Rico (the “Retirement System”), created pursuant to Act No. 447 of May 15,
1951, as amended, is a cost-sharing, multiple-employer defined benefit pension plan sponsored by and
reported as a component unit of the Commonwealth. All regular employees of the Authority hired before
January 1, 2000, and less than 55 years of age at the date of employment became members of the
Retirement System as a condition to their employment. No benefits are payable if the participant
receives a refund of accumulated contributions.

The Retirement System provides retirement, death, and disability benefits pursuant to legislation enacted
by the Commonwealth’s Legislature. Retirement benefits depend upon age at retirement and the number
of years of creditable service. Benefits vest after 10 years of plan participation. Disability benefits are
available to members for occupational and nonoccupational disabilities. However, a member must have
at least 10 years of service to receive nonoccupational disability benefits.

Members who have attained at least 55 years of age and have completed at least 25 years of creditable
service, or members who have attained 58 years of age and have completed 10 years of creditable
service, are entitled to an annual benefit payable monthly for life. The amount of the annuity shall be
1.5% of the average compensation, as defined, multiplied by the number of years of creditable service
up to 20 years, plus 2% of the average compensation, as defined, multiplied by the number of years of
creditable service in excess of 20 years. In no case will the annuity be less than $200 per month.

Participants who have completed at least 30 years of creditable service are entitled to receive the Merit
Annuity. Participants who have not attained 55 years of age will receive 65% of the average
compensation, as defined; otherwise, they will receive 75% of the average compensation, as defined.

Commonwealth legislation requires employees to contribute 5.775% for the first $550 of their monthly
gross salary and 8.275% for the excess over $550 of monthly gross salary. The Authority is required by
the same statute to contribute 9.275% of the participant’s gross salary.

Defined Contribution Plan — The Legislature of the Commonwealth enacted Act No. 305 on
September 24, 1999, which amended Act No. 447 to establish, among other things, a defined
contribution savings plan program (the “Savings Plan™) to be administered by the Retirement System.
All regular employees hired for the first time on or after January 1, 2000, and former employees who
participated in the defined benefit pension plan, received a refund of their contributions, and were
rehired on or after January 1, 2000, become members of the Program as a condition to their
employment. In addition, employees who at December 31, 1999, were participants of the defined benefit
pension plan had the option, up to March 31, 2000, to irrevocably transfer their contributions to the
defined benefit pension plan, plus interest thereon to the Program.

Act No. 305 requires employees to contribute 8.275% of their monthly gross salary to the Program.
Employees may elect to increase their contribution up to 10% of their monthly gross salary. Employee
contributions are credited to individual accounts established under the Program. Participants have three
options to invest their contributions to the Program. Investment income is credited to the participant’s
account semiannually.
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The Authority is required by Act No. 305 to contribute 9.275% of the participant’s gross salary. The
Retirement System will use these contributions to increase its asset level and reduce the unfunded status
of the defined benefit pension plan.

Upon retirement, the balance in the participant’s account will be used to purchase an annuity contract,
which will provide for a monthly benefit during the participant’s life and 50% of such benefit to the
participant’s spouse in case of the participant’s death. Participants with a balance of $10,000 or less at
retirement will receive a lump-sum payment. In case of death, the balance in the participant’s account
will be paid in a lump sum to any beneficiaries. Participants have the option of a lump-sum payment or
purchase of an annuity contract in case of permanent disability.

Total employee contributions to the above-mentioned plans during the year ended June 30, 2010,
amounted to approximately $479,000. The Authority’s contributions for the years ended June 30, 2010,
2009, and 2008, amounted to approximately $538,000, $579,000, and $675,000, respectively. These
amounts represented 100% of the required contribution for the corresponding year. Individual
information for each option is not available since the allocation is performed by the Retirement System
itself.

Additional information on the Retirement System is provided in its stand-alone financial statements for

the year ended June 30, 2010, a copy of which can be obtained from the Commonwealth of Puerto Rico
Government Employees and Judiciary Retirement Systems Administration, 437 Ponce de Ledn Avenue,
Hato Rey, Puerto Rico 00918.

COMMITMENTS AND CONTINGENCIES

Other Risks Related to Mortgage Loans Servicing and Insurance Activities — Certain loan
portfolios of the Authority are administered by private servicers who are required to maintain an errors
and omissions insurance policy. The Authority has a program to manage the risk of loss on its mortgage
loan lending and insurance activities.

Custodial Activities of Enterprise Funds — At June 30, 2010, the Authority was custodian of
$203,706 in restricted funds of CRUV. As of June 30, 2010, such funds were deposited with GDB.
These funds are not owned by the Authority’s enterprise funds and, thus, are not reflected in the basic
financial statements.

Loan Sales and Securitization Activities — On July 13, 1992, the Authority entered into an agreement
to securitize approximately $20.7 million of mortgage loans into a FNMA certificate. The Authority
agreed to repurchase, at a price of par plus accrued interest, each and every mortgage loan backing up
such security certificate that became delinquent for 120 days or more. As of June 30, 2010, the
aggregate outstanding principal balance of the loans pooled into the FNMA certificate amounted to
$598,044.

Mortgage Loan Servicing Activities — The Authority acts as servicer for a number of mortgage loans
owned by other investors. The servicing is generally subcontracted to a third party. As of June 30, 2010,
the principal balance of the mortgage loans serviced for others is as follows:

Popular Mortgage, Inc. $ 84,586
R-G Mortgage, Inc. 1,495,591
CRUV or its successor without guaranteed mortgage loan payments 43,771
Total $1,623,948
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Litigation — The Authority is a defendant in several lawsuits arising out of the normal course of
business. Management, based on discussion with legal counsel, is of the opinion that the ultimate
liability, if any, resulting from these pending proceedings will not have a material effect on the financial
position or results of operations of the Authority.

NO-COMMITMENT DEBT AND PROGRAMS SPONSORED BY THE AUTHORITY

Certain bonds of the Authority are considered no-commitment debt as more fully described in Note 2. At
June 30, 2010, there were restricted assets held in trust by others, outstanding obligations, fund balances,
and excess of fund expenses over revenues, net of transfers (all of which are excluded from the
accompanying basic financial statements), as indicated below (unaudited):

Restricted assets $6,321,592
Restricted liabilities (no-commitment debt) 5,288,433
Restricted fund balance $1,033,159
Excess of fund expenses over revenues $ 175,429

In addition, in December 2003 the Authority issued $663 million in Capital Fund Program Bonds
Series 2003 to lend the proceeds thereof to the Public Housing Administration (PHA), a governmental
instrumentality of the Commonwealth, PHA utilized such funds for improvements to various public
housing projects in the Commonwealth. The Capital Fund Program Bonds Series 2003 are limited
obligations of the Authority, which will be paid solely from an annual allocation of public housing
capital funds when received from the U.S. Department of Housing and Urban Development and other
funds available under the bonds indenture. Accordingly, these bonds are considered no-commitment
debt and are not presented in the accompanying basic financial statements. The outstanding balance of
these bonds amounted to $360 million at June 30, 2010.

On August 1, 2008, the Housing Finance Authority issued the Capital Fund Modernization Program
Subordinate Bonds amounting to $384,475,000 and the Housing Revenue Bonds amounting to
$100,000,000. The proceeds from the issuance will be mainly used to finance a loan to a limited liability
company and pay the costs of issuance. The $384,475,000 bonds are limited obligations of the
Authority, payable primarily by a pledge and assignment of federal housing assistance payments made
available by the U.S. Department of Housing and Urban Development with an outstanding balance of
$356,270,000 at June 30, 2010. The $100,000,000 bonds are also limited obligations of the Authority,
payable from amounts deposited in escrow accounts with a trustee and the proceeds of a loan to be made
by the Authority to the LLC using moneys received as a grant from the Puerto Rico Department of
Housing. Payment of principal of the Housing Revenue Bonds is also secured by an irrevocable standby
letter of credit issued by the Bank. These bonds are considered no-commitment debt and, accordingly,
are excluded, along with the related assets held in trust, from the Authority’s financial statements.

In addition, the Authority, as a public housing agency, is authorized to administer the U.S. Housing Act
Section 8 Programs in Puerto Rico. The revenues and expenses of such federal financial assistance are
accounted for as a major governmental fund under HUD Programs. Revenues and expenditures related
to the administration of the U.S. Housing Act Section 8 Programs amounted to approximately
$124,560,000 for the year ended June 30, 2010. This amount includes approximately $4,680,000 of
administrative fees for services performed as contract administrator, which are reimbursed by HUD.
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In addition, on February 17, 2009, the ARRA was signed into law in the United States of America. The
purpose of ARRA is to jumpstart the nation’s ailing economy, with a primary focus on creating and
saving jobs in the near term and investing in infrastructure that will provide long-term economic
benefits. The Authority expended $86.6 million of ARRA program funds during the year ended June 30,
2010 of which $21.9 million are due from the federal government at June 30, 2010.

On February 23, 2009, the Authority entered into an agreement with the Puerto Rico Department of
Housing whereby a limited liability company was incorporated by the name of Puerto Rico Community
Development Fund, LLC (“PRCDF”). PRCDF is a Community Development Entity (“CDE”). A CDE
is any duly organized entity treated as a domestic corporation or partnership for federal income tax
purposes that: (a) has a primary mission of serving, or providing investment capital for, low-income
communities or low-income persons; (b) maintains accountability to residents of low-income
communities through their representation on any governing board of the entity or any advisory board to
the entity; and (c) has been certified as a CDE by the CDFI Fund of the U.S. Department of Treasury.
On March 2, 2009, in order to carry its mission, the PRCDF requested New Markets Tax Credits
(“NMTC”). The NMTC Program permits taxpayers to receive a credit against federal income taxes for
making qualified equity investments in designated Community Development Entities. PRCDF is
pending to receive the NMTC allocation.

ESTIMATED FAIR VALUE OF FINANCIAL INSTRUMENTS

For a significant portion of the Authority’s financial instruments (principally loans), fair values are not
readily available since there are no available trading markets. Accordingly, fair values can only be
derived or estimated using valuation techniques, such as present-valuing estimated future cash flows
using discount rates, which reflect the risk involved, and other related factors. Minor changes in
assumptions or estimation methodologies may have a material effect on the results derived therein.

The fair values reflected below are indicative of the interest rate environment as of June 30, 2010, and
do not take into consideration the effects of interest rate fluctuations. In different interest rate scenarios,
fair value results can differ significantly. Furthermore, actual prepayments may vary significantly from
those estimated resulting in materially different fair values.

The difference between the carrying value and the estimated fair value may not be realized, since, in
many of the cases, the Authority intends to hold the financial instruments until maturity, or because the
financial instruments are restricted. Comparability of fair values among financial institutions is not
likely, due to the wide range of permitted valuation techniques and numerous estimates that must be
made in the absence of secondary market prices.

The following methods and assumptions were used by the Authority in estimating fair values of the
financial instruments for which it is practicable to estimate such values:

o Short-term financial instruments, such as cash, deposits placed with banks, due from federal
government, due from Commonwealth, and accrued interest receivable and payable have been
valued at the carrying amounts reflected in the statement of net assets, as these are reasonable
estimates of fair value given the relatively short period of time between origination of the
instruments and their expected realization.
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¢ Financial instruments that are primarily traded in secondary markets, such as most investments,
were valued using either quoted market prices or quotations received from independent broker
dealers or pricing service organizations.

e Financial instruments that are not generally traded, such as investment contracts, and bonds and
notes issued with fixed interest rates, were fair valued using the present values of estimated future
cash flows at the appropriate discount rates. Bonds and notes issued with interest rates floating
within certain ranges were fair valued at their outstanding principal balance.

e Loans and commitments to extend credit are generally granted for low-cost housing development
projects. For these types of loans and commitments, there is no secondary market, and the actual
future cash flows may vary significantly as compared to the cash flows projected under the
agreements, due to the degree of risk. Accordingly, management has opted not to disclose the fair
value of these financial instruments, as such information may not be estimated with reasonable
precision.

The carrying amounts and estimated fair values of the Authority’s financial instruments as of June 30,
2010, are as follows (in millions):

Carrying Fair
Amount Value

Financial assets:

Cash and due from banks $ 39 $ 39
Deposits placed with banks 529 529
Investments and investment contracts 852 961
Accrued interest and other receivables 18 18
Due from federal government 23 23
Due from Commonwealth 5 5
Financial liabilities:
Due to GDB 104 104
Accounts payable and accrued liabilities 78 78
Accrued interest payable 2 2
Bonds and notes payable 878 1,022
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16. INTERFUND BALANCES AND TRANSFERS

The summary of the interfund balances as of June 30, 2010, between governmental funds and enterprise
funds is as follows:

Receivable By Payable By Purpose Amount
Enterprise funds: Governmental funds:
Operating and administrative Other nonmajor (New Secure
Housing Program Debt service payments  § 54,117
Operating and administrative Other nonmajor (AHMSP Reimbursement of
Stage 7) expenditures 817,842
Operating and administrative Closing Costs Assistance Reimbursement of
Program expenditures 24,014
Operating and administrative HUD Programs Reimbursement of
expenditures 1,235,972
Total 2,131,945
Governmental funds — Other nonmajor Enterprise funds — Operating  Reimbursement of
(New Secure Housing Program) and administrative expenditures (19,944)
Total internal balances — net $ 2,112,001

The summary of the interfund balances as of June 30, 2010, between governmental funds is as follows:

Receivable By Payable By Purpose Amount
Governmental fund — Other nonmajor Governmental fund — Other
(AHMSP Stage 7) nonmajor (AHMSP Stage 6)  Advance $ 71
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The summary of the interfund balances as of June 30, 2010, between enterprise funds is as follows:

Receivable By
Enterprise fund:

Operating and administrative
Operating and administrative

Operating and administrative

Other nonmajor (Mortgage Loan
Insurance Program)

Total

Payable By

Enterprise fund:

Other nonmajor (Home Purchase
Stimulus Program)

Single-Family Mortgage Revenue
Bonds Portfolio IX

Other nonmajor (Homeownership
Mortgage Revenue Bonds)

Operating and administrative

Purpose

Reimbursement of

loan origination

Agency fees

Agency fees

Agency fees

The summary of interfund transfers for the year ended June 30, 2010, is as follows:

Transfer Out

Governmental funds:
Other nonmajor (Special Obligation
Refunding Bonds — Debt Service)

Other nonmajor (The Key for Your
Home)

Other nonmajor (AHMSP Stage 10)

Enterprise funds:
Operating and Administrative

Operating and Administrative

Mortgage-Backed Certificates
2006 Series A

Other nonmajor (Single-Family
Mortgage Revenue Bonds
Portfolio XI)

Governmental funds:
Other nonmajor (AHMSP
Act No. 124)

Other nonmajor (The Key for Your
Home)

Other nonmajor (AHMSP Stage 9)

Other nonmajor (AHMSP Stage 10)

Other nonmajor (AHMSP Stage 11)

Enterprise fund:
Other nonmajor (Homeownership
Mortgage Revenue Bonds 2001)

Operating and administrative

Transfer In

Governmental funds:
Other nonmajor (AHMSP Stage 7)

Other nonmajor (AHMSP
Act No. 124)

Other nonmajor (AHMSP Stage 9)

Governmental funds:
Closing Costs Assistance Program

Other nonmajor (New Secure
Housing Program)

Other nonmajor (AHMSP Mortgage-
Backed Certificates)

Other nonmajor (AHMSP Stage 11)

Enterprise funds:
Operating and Administrative

Operating and Administrative

Single-Family Mortgage Revenue
Bonds Portfolio IX
Other nonmajor (Single-Family

Mortgage Revenue Bonds
Portfolio X)

Other nonmajor (Single-Family
Mortgage Revenue Bonds
Portfolio XI)

Enterprise fund:

Other nonmajor (Homeownership

Mortgage Revenue Bonds 2003)

Mortgage-Backed Certificates
2006 Series A
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Purpose

Release of excess
funds

Release of excess
funds

Release of excess
funds

Contribution

Debt service
payments

Subsidy payments

Release of excess
funds

Release of excess
funds

Release of excess
funds

Debt service
payments

Debt service
payments

Debt service
payments

Debt service
payments

Agency fees

Amount

$ 150,000
7,950
7,451

5,482

$ 170,883

Amount

$ 31,436,410
1,496,751
340,458
21,167,689
9,415,828

1,706,218

507

18,906,795
13,385,053

492,404

223,593

4,184,559

128,090

53,075



17.

18.

FUND BALANCE DEFICIT

The following governmental funds reflect a deficit fund balance at June 30, 2010: AHMSP Stage 7 and
New Secure Housing Program for the amount of $19.6 million and $4.9 million, respectively. The
deficit of the AHMSP Stage 7 is due to the amounts borrowed by the Authority from GDB that were
used to provide housing subsidies. The deficit of the New Secure Housing Program is due to FEMA
discontinued reimbursement of the Authority’s allowable cost. The Authority expects to cover these
deficits through contributions from the Commonwealth.

SUBSEQUENT EVENTS

HOME Program — Effective July 1, 2010, the Authority was certified by HUD to administer the
HOME Investment Partnerships (HOME) Program. The objectives of the HOME Program include:
(1) expanding the supply of decent and affordable housing, particularly housing for low- and very low-
income americans; (2) strengthening the abilities of state and local governments to design and
implement strategies for achieving adequate supplies of decent, affordable housing; (3) providing financial
and technical assistance to participating jurisdictions, including the development of model programs
for affordable low-income housing; and (4) extending and strengthening partnerships among all levels
of government and the private sector, including for-profit and nonprofit organizations, in the production
and operation of affordable housing.

Contribution From the Commonwealth — In September 2010, the Commonwealth contributed
$36,776,000 to the Authority for housing subsidies under the Closing Costs Assistance Program.

* & ok K ok Kk

-51-



s a——

INWI

S96' 60V TTIS €01'80€ $  960%S1'CS 606 VE9O'E $  LOECOS PTS  06Z00SSS 100°09LT1S 669698 GIS 665020 TS TCSTLCTIS  LLSLEGSS 79505785

SS9076'6S (616'188%) 911'121T 811°18L TZVC9E YT 66V'6ZY S Tob'SSE Il T9L°LSEST (TvZz9s’61) 6£1°506°01 09b°€T6'S LS8'8¥0'8

O1E69¥' 1S T20'061°s 086'7€ 16L€S8°C $88'6€1 16L°0L 655'¥0€ LE6TIS 0b8'Z8S 1Y £8€°99€ JAT A4 SoL 10t

0T6'S6Z 6€ 0Z6'S6T'6€

09€°T0E 11 SO6'SET'S 086°7€ 16L'€S8°C $88'6€1 16L'0L 655'VOE LEG'TTS 8LO69Y'T Z1£'99¢ LIY'P1 SOL 10¥

0£0'ZL8 $  LIIYS S - $ - $ - 3 - S - $ - $ sl § VA S - $ - $

$96'60L I11S £0['80¢ $  960¥S1'CS 606'VE9E §  LOETOS VTS 06200553 1000911 669°698°S1S  665020°7CS TISILTIIS  LLBLEG'SS 29505733

0517566801 8LLLS 089€£9°E S0120S¥Z T0L66Y'S 9SELSL T 986°6EL ST 8L0°089°1C OEEPET TT 026'626'S 11Z°0vr'8

S1¥80T 1z 062°C 677’1 474 88¢ S¥9'T Thr'69 91958 806'82 ovs'L y£6'6

5081 S08°L

085¥81'C 8€1'882 61T'TLS T 1L2°09 $E8YST $87'8 LIy Liy

51002 $  vv6'6l S - $ - s - $ - s - 3 - 3 1L S - s - 3 - S

spung weaBotd $ZL°ONIOV  sejesypIed 11 oBeig o1 eBeig ¢ oBeig g efeig LoBuis 9 oBeig ¢ obus zebes

[ZULIVETTC) Bujsnoy dSWHY pexoeg dSWHY dSWHY dSWHY dSWHY dSWHY dSWHY dSWHY dSWHY

Jofewsuon AUNJeS MON -oBeBlow

o430 jejoL dSWHY

TVIOL

Spuny ONUIAI
jp10ads — paasssoruny

— (LIDLI3A) SHONVIVE ANNA
SaBIfIqeY [BI0L

oonyg oueng
10} yureg wswdo[aasq
JUSLILIIACK) 03 0]
sanIjiqel| panidoe
pue s[qeded spumosoy
's19ssE PoJoLNSal Wwoy d[qeAed
Spumy 1210 03 Iy
‘SALLITIGVIT

(1191430) SFONVIVE
QNN ANV sS3ILIavIT

LATOAR

$308U00
JUSUNSIAUL PUR SIUSUNSIAU]
I]qBAI30D1 JSIAUI POILIOOY
syweq v peoeld siisodag
sed
‘ddLOrdLsTd
SANNA YTHLO WO¥L ANd

$138S8VY

010Z '0¢ INNT 40 SY

SANNA TYLNINNAIAOD YOrYIWNON HIHLO — NOILYIWRNOLNI LIFHS JONVIVE ONINIBROD

(091 opangd 403 jueg Juawdojeaaq JUBWIUIBA0S) JO Jun Juauodwio) v)
ALRMOHLINY FONVNI4 ONISNOH OO OLd3Nd



_

LLVSTILL  HuHsBinst  SHBHIRIE  RURBHRBSEE  BoaHE 758°LL8 LEV6O'ST  #HHHHIH 9T6'Ev8 11 svozel’st  {96L°€91°08) 18S'P8L°01 €6V ISLS 119°2Z6'L L83k 3o
Sutufeg — SFONVIVE AN
HHHRHHE RS R 18S'CI6'D  HEHRHIHHAY (peL'96) (SIOLES'Y)  wtpuitis (¥81°38¢5) L1L'681 §55°109'0€ 855°0Z1 £96'1L1 Flzaral SIONVIVE
QNI NI SFONVHD 1IN
(BITTVSTS)  HEHIHNIRE SR I SRR SITO0LT (ZSOWBIY)  wumhns (ov6°TST) 01v'9Er 1€ - - - 19U — (s95N)
sa01nos Suldueuy 10 [0 ],
HERHEHEEG R R RS (Gssyet'yy  (1S0%98) Fovzey) N0 SIBJSUBLY,
TLI'96E VY 8Z8'S1'6 152'96%'1 8I1T'90L'T  LOS 8SHOVE O1P'9EP' 1€ up s1pJSURLY,
£96°L75°0T 98L°909'9 S 1q9p uue3-Suo]
JO aouenss: woyy Spadd01d
{sasn
SADUNOS ONIONVNIL WHHLO
HHIH T6T6LT SYT'sTl (e€0’011°6) 0Z9'SL HHIHHHA (€96'T5€) (££8'88¢€) (8€579€2) L1L'SBL (ss8ves) 855021 1967121 IvTIZ1 SHANLIANIIXT
(4IAND) ¥IAO STNINIATE
40 (ADNIIDIIW) $SFIXH
026881 61 8087T¥0'L T1£'€9¢€'6 ¥ST'LT 66£916'1  LB6'9SE T0TLIST 18L'8ZL 781199 £26°18ST YoLvLY 066791 6E£'9VE samypuadxa [BI0 L
101°6ST'E L6865V 1 £98°06 IVEY6L 1sa103U]
816°168°1 816°158°L edpuug
1391A135 192()
1v€'180'p1 808°Z¥0'! 968°€40'9 £52'€T 66£'916'1 L86°60€ 6££'719 18L°82L £89'SS9 180°S8L'1 £6L'E9Y L86'LST PEEIVE sures30.d aduwisisse Suisnoy
01996 009°L 100'y 600ty 66¢'8 10s's 1001t £00°S $00'S 13410 pue WIUIAOS [BISUSD
Juanun)
STANLIANEIXH
TYYTYS'L 001ZTE'| 9pZ'sT1 8LTEST vL8'201 LYYl vy 69€8Z1'1 €YT T6Y 668°6v8 890°€SL ZSES6S LS6 PEE S8S°LOY SINUIAI [MIOL
8EL'LBS'] TZ8L6T' L LE9T LS1'€ST TTL'EE QWO
008'€6 009°£9 00792 9[8S 10§ B|qR|[RAR BISH
{831 Paso|ra10§ Jo afes uo ured PN
£65°'cy wi'e 20002 065°91 (7344 98¢ SIRURS2AUL
3O anjeA 118] U1 9SBOISUT JON
L19°LT L19°LT SURO[ UO BWIOOUT JSAINUY
ZOL'LES'Y 968°E Lyb'ell $20°y [3{x144 £YTIGY L68°678 TTE'ESY'L TOL'8LS £8V°0EE 661°Lo¥ S19AUOO JUBUNSAAUY
PUE SJUBUASIAUL UO JWOIUL 1S31U]
129'06 8LTYT T6€'LT 1zt sl'ze SIL'9 SHUEQ Yira
paoeyd suisodap uo swooul 1saleiu]
189°191°18 - s - 3 - s - $ -8 - $  0S8'V06 $ - $ - $ 1€8'957  $ - s - s -8 swesdoud souesisse
Buisnoy Jo spuoq jo uawikedas
103 suoneudordde ramuOwWO)
‘SANNIATE
spuny weiBoud  eavuegiqeg  weabBoid $ZL ONIY  SeIEILYRIED L1 oBrig o1 ofeig 6 obrg g obr3g LeBaig g eBrig g obeig zebeig
|BUBWILIGACD  QUIOH NOR — spuog BujsnoH JSWHY poyorg dSWHY dSWHY dSWHY JSWHV dSWHY dSINHY dSWHY dSWHY
JofewuoN FLYY.C YR IR Bupuniey AUNIOS MON -oSebron
ieU3o je3o) suoneBiqo dSINHY
jeioeds

0L0Z ‘0 ANNT Q3ANI YV3A FHL ¥Od

SANNH TVLNINNYIAOD YOrvVNON ¥IHLO — NOLLYWNOZNI S3ONVIVE ANNG NI STONVHO GNV ‘STUNLIANIAXA 'SINNIAIY 40 INFWILVLS ONINISNOD

{091y ouend 10} jueg Juewdojeas JUSWLIEAOD) Jo JuM Jusuodwo) v)

ALRIOHLNY JONVNI4 ONISNOH OO OL¥3INd



|.le

(panuyuo))

Hitf R 987°89€°7T $ 650°LS665 § 6£6'8ELFS $ 810°¢HLTTS OL6°6LO'OSS HHHAHIRHIRY 657 £L8 S iR TVIOL
68T°LOL19C 617°9C8°1T OV8'€1L6S 6LY EOV VS PE9°€1S°TT £56'9£9°68 908°0L9°¢ 1 - 8SETV6'E SI9SSE JUDLINOUOU [B10 ],
£0T'S0E'Y 908°0L 998°€S EISSITT 99L°106°1 sTE91 $1500 3nsst 1qap PaLIF(]
699°6£€°1 699°6£€°1 dfes 10} JjqejieAe 3elsd [eay
$SSLOS €T PSSLOS ET 19U — 3]qeAla03l SUBO]
£98°VSS THT EIY'SSLIT PL6°659°6S 6LV EOV VS 1T1°86£°0C LBI'SELES 689°T09°T  SIORIUOD JUSWISIAUL PUB SIUIULSIAU]

paYOLISAY
‘SLASSV INTINIONON
199°6¥€08 L90°THS 61T°€HT 09¥°SeE ¥8€°672 £T0°ChY €15°TT6'81 6STELS 9€L°09L°8S $JOSSE JUSLIND (€10 ]
00Z°L¥1 00TLY L $9[qeA1031 IO
1L189T°1 850°€8 €Y THT 6LL'ETT 00+°98 L89°LYE gL' 018°C 99¢°8LT S[qEAI3331 JS2I3jUl PANISDY
£48°09¢ 600°6SY $98°101 SIDBLUOD JUIWISIAUL PUE SJUSULSIAU]
LYTP91°19 189°111 STI‘IE 9£E°S6 €97'686°1 061°0L8 T5€°990°8¢ syueq yim paded sysodaq
88L°€0T'L1 9LS $66°6 779'6T6'91 65T 9£E°€9T yse)
:paIoLIsSY
4329 $ - S - $ - S - $ - S - S - $ 8Y°C $ Spuny 19130 wioy an(g
SLEASSV INTMUNO
S13SSV
spung (c00Z seuasg) (L00Z SPLIBS) spuog anudaAdy  |X ollojHod X o1jojuod weiboid JoueInsSuj UeOT  dduesnsu)
asudiayug spuog anuaAdy Spuog anuaAsy abebuoy Spuog anUSA3Y SPUOg NUBA3Y  ShnwpRs uoRINIISUOD ueon
JofewuoN abebuow abebuopw diysiouMOBWIOH abebuon abebuop aseyoingd pue uonisinboy  abebuow
Byio ko) diysisumoswoH diySIsUMOIWOL Atweg-9ibuig  Apweg-aipulg QWOH pue-

010Z ‘0€ INNF 40 SV

SANNZ IASRIdHUILNT HOrvWNON ¥3HLO — NOLLYWHOINI L33HS FONVIVE ONINIBNOD

(091y opand 1o} yueg Juawido(oas( JUSWIUISAOS) JO Jiun Jusuodiuo? v)

ALROHLNY FONVYNId ONISNOH OJN OLddNnd



Imml

(papnouoD)
0S6'9S0°THE  §  98T'89ETT  §  650'LS6'6S  §  6E6°BELYS §  BIOEMLTT §  9L6'6L098  §  GIEE6STE §  6STELS $  P60EOLTY § V10L
SL8'8TS'L6 8y 1P0 D) £60°TSY'6 956°991"9 166°€TL'E STLINTL £69°CE0Y 65T°€L8 6LTP06'19 (Kouaroyyap) s1asse jau [e10].
(696°TST) (isv'D) (000°05T) 8Y's (1101J3p) 51955 19U PajOLISIIL)
£69'C81'Y £69°T81'Y suresSoxd Suisnoy 53O
yS£'665 1€ (8v9'190°1) £60°TSH'6 LOV'YLY'9 166'€TLE TSTLIL'T 65T'ELS suresBoid Suisnoy sjqeployy
L6L'868°19 L6L°868°19 souesnsuy ueo] aFeSuopy
110§ pajoLIsay
(AONEIDIIAA) S13SSV LIN
SL0'8TS VYT yE6'60V'ET 99670508 £86'1LT 8% LT0%610°%61 YTLTO6EL 979°095'8T - S18786L samiqel] [0l
956°€65"LIT 000°S7LTC 000°0L6'8Y 000°078°97 00001981 000°0LETL 9T9TSL'L - 0££°9YE SIPSSE pajoLIsal
woy dqeded sanijiqeI] JUSLINOUOU [210 ],
97y LYT'LIT 000°STLTC 000°0L6 8 000°078°9Y 00001981 000°0LECL 9T9TSLL ajqefed sajou pue spuog
0£€°9vE 0£E'9VE sourinsul ueo] seFuious uo $9550] 10f dURMO}Y
:S1955E PajoLIsal wioy ajqefed sanijIqe] JUSLNIUON
'STLLITEVIT INTMENONON
611°7€6'9T y£6'v89 996%EST £86 1SY'1 LT0°607 YTLT6ST 000°308'0C - S8YTSy SINIIqRI] JUALND [e10],
899°9LL'9T YE6'789 996VES | TESHL LTO60Y YILTES T 000°859°0C - S8Y'ISY stosse
POIOLIISaL WwolJ ajqeked sanIjiqel] JUsLIND [B10]
000°08%'y 000°065 000°0ST'1 000°580°1 000°00€ 000°SST'1 sjqeded sajou pue spuog
SEE'99E'IT 958'€ 8E'99 [43 2499 026'92 y67'€ 000°859'07 S8Y'TSY sanijiqei| paniode pue djqeed slunosoy
£EE'0E6 8L0°'16 819'817 00140C L0178 0Et'EE ajqeded 1535931 ponusoy
'S1aSSe PAjoLIsal woy djqeded saniiqel] waLn)
ISyLSt $ - $ - §  ISVL $ - $ - $  0000s1 § - $ - $ Spuy Jotio 03 (g
— 5]055€ PALNSAIUN WOy djqeked saniiqel} waun)
SAILITAVIT INSHIND
S13SSV L3N ONV SFLLIIEVIN
spund (c00Z seueg) {1002 soueg) spuog snhusAey IX oljlojiiod X oljojyod weiBoig oourINSU} Ueo eaurinsy)
osudiejugz spuog enueAey  spuog N oBeBuonw spuog ¥ spuog ] sn|nupg uoj3oniIsucy ueo
lofewuoN oBeBuow oBeBuon diyysieumoowiop oBeBuoN oBeBuon eseyaing pue uonsinbay oBeBliow
JeyiQ [EI0) diy H  diy H Ajweg-0)Buis Awe-o)Buig owoH pue
0£0Z ‘0¢ ANNT 40 SY

SQNNZ ISRIdUIINT HOrVINNON ¥IHLO — NOLLYWHOHNI LIIHS JONVIVE ONINIBNOD

{091y ouang 105 yueg Juswidojaaag JUIWUIAAOY Jo JuN Juduodwo) v)
ALRMOHLINY ONVYNI4 ONISNOH 021y 0L¥3Nd



I@WI

(penunuo))

LY6'€S8'S1 1SE°L61°1 ¥89°598°C S£9°065°T ELUL3Y'Y 0T L0O9Y ¥L8°501

6L0°8LY 6L0°8LY

12C°560°9C 91¥'L96'1 FZAVATAS ZE0SI8Y SITYS6'L 08V 168°L 99911 1718 +¥91°580'%
L8T1ZEE £EE°L YESLT 0T4'987°¢
$95°¢El $95°¢1
£6£9S1°E £6£'951°¢C
62151 £EE°L YES'LT 97911
PE6'ELL'TT 91¥'L96'1 16L°6VTS 86V LSLY 81Z¥56'1 081°168°L 99911 Iv1°s YL 86L
££9°801 £€9°801

10£°599°C2 917961 16L°6YT'S 867 L8LY 81TVS6'1 08v'168°L £10°8 vl‘s YrL'86L
0168556 St6'816 65SS'IS1°T 169°086'1 £SS°600°1 OIS PoP'E v9°LE
LLT66V'TL 1LY'8p0°1 T£T'860'€ L59'S08°T £E1°LY6 068°97F¥ ¥68°TLI
PII°L09 $ - $ - 1249} $ 8T8l $ 08 €108 § 11'8 $  80T'88S

spung {€00Z soueg) (L00Z so8g) spuog anuaaay X OljoJ0d X oijopsod wesfoid adueINSU| URDT]  dIUEINSU)

esudiajuy SpUOg aNUBARY SpuUOH SNUBASY abebuow spuog ay spuog 9y snphwns UORINIISUOD ueoy
JofewsuoN abebuow abeblion diysisumosioy abebuon obebuon aseyaind pue uopisinboy  ebebuow

BYI0 (e10)  dIYSiouMOBWIOH dIYSIoUMOIUIOH

Apweg-aibuig  Apwed-sjbuig

ool pue

JjqeAed
$3]0U pue spuog ~— asuadxa 1sa1au]
$3550] U] 10} UOISIAOIJ
‘SASNA4XH ONILVIIdO

sanuaaal Sunelado fe10],
SWODUT ISIUIUIUOU [10 ],

aurodul ISy
sumnuaid souemsur ueoj 33eBUOW
$39) SANRRSIUNIPE
pUR “301AI3S ‘93jUBIENT JUSUIIWIWIO)
:SU0dUI JSAIRUIUON

SUBO] HO SWODUI ST
PUR SWODUT JUSLULISIAUT [B10 ],

SURO] UO SWOJUY IS
SOOI JUSUISIAUT [E10]

SIUSUIISIAUL

JO anjeA I1ej Ul ISEIIOUN 1N
SIORIIUOD JUULSIAUL

PUE SIUSUKSIAUL UO SWOdUL ISIIAU]
sjueq pim

paoe|d susodap uo AWooU! 15319U]

13W0U! JUAWISIAU]
‘SANNIATY ONILVIHIO

0102 ‘0€ ANNT G3GNIT ¥VIA FHL ¥Od

SANNZ ISRIdHILNT HOrVIUNON ¥IHLO — NOILYWHOLNI S13SSV 13N NI SIONVHO ANV ‘SASNIAX3 ‘SANNIAIY 40 LNIJWNILVLS ONINISNOD

(021 oBng Joj yueg Juawdojeaa(] JUSWULIAOS) JO Jluf) Jusuodwo) v)
ALROHLNY JONVNI4 ONISNOH OO Olddnd



lhml

(pspnjouo))
SL8°825°L6 §  (8V9'IHOT) § €60°TSH'6 $ 95699¥'9 § 166'€CL°E STLITTL § €697E0Y $ 6STEL8 $ 6LTV06'19 $
987°591°08 (Zeo'sze'n) ¥88°81T°L 8ESCSEY LOS101°T 058°€79'8 811°598 1T¥°576°8S
68S°€9€°LI $8€'€88 60T'€ET'T SIFIILT y8Y'TT9'L T0ov'E6r'E €69°TE0'Y Iv1's 858'8L6'C
(zes'8Tl) (060°821) (zos)
TYT9ES' Y 060°8T1 6SS¥81'Y £6S°€7T
000°005' 000'00Sy
Pr6'sSY'8 ¥6T'SSL 667 19€°C SIFII1'T (895°195°7) 608°697'€ (LoE'L9Y) p1's 858°8L6'T
LLT'6E9°LL [4AN4A41 $T8°568'T ¥19°€0L°T 98L'S1S'Y 1L9°1T9'Y £66°€8S - 90€£°901°1
1ST°LOE] ILLYL 1¥1°0¢ 6L6TIT £19'8¢ Iyl - - 90£°901°1
879°8v6 879°8%6
8LY°LST 8L9°LST
£79'101 1LLY1 11°0€ LSY'EL £19'8C G224}
7T£'66 - $ - $  TTE66 $ - - $ - $ - $ - $
spung (c00Z seueg) (1L00Z Seag) spuog enueasy X OljoRIOd X oljojiod weibold aoueInsuy ueo asuesnsuj
osudieiug SpUOE 8NUBASY SPUOE SNUBASY oBebuow SpUOg aNUSASY SPUOCH OnNUOASY snnwps UORINSUOD ueo-]
JofewiuoN ebebuop abebuop diysioumoowioy ebebuow abebSuon aseyaing pue uoyisinboy afieBuon
Jogio fejol diysiaumoawiol diysisuMoaWon Aued-aibuls  Ajwed-aBuis BWIOH pue

129 Jo pug — SI1HSSV LAN

1894 jo SupnuiSag — SLASSY LAN

SIASSV LAN NI HONVHO
LNO SYHASNVIL

NI S¥FASNVEL
0ony oudng jo

I[23MUOURLO) WO SUONNGLIUCY)
— SHNANFIATE DNILVIZdONON

(SSOD) TNOONI DNILVIEIO
sasuadxa Sunessdo [mo

asuadxa 1S213JUIUOU [0 ]

Pyo
JoUBINSUI Weoj
aFe3uow uo SISSO] J0J UOISIAOL]
$39) 291510 pue Apisqng
533} [euoissajoid pue [edsy
'sasuadxo JSaUnuINoU 10

0L0Z ‘0€ INNC Q3AN3 ¥V3A FHL ¥O4

SANN4 3SINdYIINT HOrVIANON ¥IHLO — NOLLYWHO:NI SLISSY L3AN NI SIONVHO ANV *SISNIAdXI ‘SINNIAIY 4O LNIWALVLS DNINIBNOD

(091y opaNny 40} jueg JuswdojeAa JUSWIUIBAOE) Jo Jiun Jusuodwo) v)
ALROHLNY FONVNI4 ONISNOH 021 OLd3Nd



