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LETTER OF TRANSMITTAL

Dear Governor Hickenlooper, Members of the Colorado General Assembly, Citizens of Colorado and the Board of Directors
of the Colorado Housing and Finance Authority,

The Comprehensive Annual Financial Report of the Colorado Housing and Finance Authority (the Authority) is hereby
submitted in compliance with Colorado Statutes. This Comprehensive Annual Financial Report (CAFR) for the fiscal year
ended December 31, 2010, was prepared by the Authority’s Accounting Division and includes the report of the independent
auditors, BKD, LLP. The responsibility for both the accuracy of the presented data and the completeness and fairness of the
presentation, including all disclosures, remains with the Authority. Accordingly, the Authority has established and continues
to refine a comprehensive framework to protect its assets and to compile sufficiently reliable information for the preparation
of the Authority’s financial statements in conformity with generally accepted accounting principles (GAAP).

Given that costs of control should not outweigh their benefits, the Authority’s financial framework has been designed to
provide reasonable rather than absolute assurance that the financial statements are free from material misstatement. As
management, to the best of our knowledge and belief, we assert that the data presented are accurate in all material respects
and are presented in a manner designed to fairly set forth the financial position and results of the Authority’s operations as
measured by the financial activity of its various funds.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany the basic financial
statements in the form of Management’s Discussion and Analysis (MD&A). This Letter of Transmittal is designed to
complement the MD&A and should be read in conjunction with the MD&A.

The CAFR is presented in two sections: Introductory and Financial.
o The introductory section includes this transmittal letter, the Authority’s organizational chart, and a list of principal
officials.
o The financial section includes the MD&A, the basic financial statements, required supplementary information and
other supplementary information, and the independent auditors’ report on the financial statements and schedules.

The independent auditors’ reports on the Authority’s internal control over financial reporting, compliance and other matters
are included in the Single Audit reports, which are presented separately.

The Authority is a public enterprise that finances affordable housing, business and economic growth opportunities for
residents and businesses of Colorado. Its dual mission is to increase the availability of affordable, decent and accessible
housing for lower and moderate income Coloradans, and to strengthen the state’s development by providing financial
assistance to business.

Established by the Colorado General Assembly in 1973, the Authority raises funds through the public and private sale of
bonds and notes, which are not obligations of the State of Colorado. The proceeds are loaned to eligible borrowers, primarily
through private lending institutions across the state under sound fiscal practices established by the Authority. As a self-
sustaining organization, the Authority’s operating revenues come from loan and investment income, program administration
fees, loan servicing and gain on sale of loans. The Authority receives no tax appropriations, and its net revenues are
reinvested in its programs.

In addition, the Authority participates in the Government National Mortgage Association (Ginnie Mae) Mortgage-Backed
Securities (MBS) Programs. Through the MBS Programs, Ginnie Mae guarantees securities that are issued by the Authority
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and backed by pools of mortgage loans. Holders of the securities receive a “pass-through” of the principal and interest
payments on a pool of mortgage loans, less amounts required to cover servicing costs and Ginnie Mae guaranty fees. The
Ginnie Mae guaranty ensures that the holder of the security issued by the Authority receives the timely payment of
scheduled monthly principal and any unscheduled recoveries of principal on the underlying mortgage loans, plus interest at
the rate provided for in the securities. All loans pooled under the Ginnie Mae MBS Programs are either insured by the
Federal Housing Administration or United States Department of Agriculture Rural Development, or are guaranteed by the
Veterans Administration.

In late 2009, the U.S. Department of Treasury announced a plan to assist housing and finance agencies (HFAs) through a
two-part initiative: a new bond purchase program to support new lending by HFAs and a temporary credit and liquidity
program to improve the access of HFAs to liquidity for outstanding HFA bonds. Pursuant to the New Issue Bond Program
(NIBP), the Authority issued its Single Family Program Class | Bonds in the amount of $275,210,000, which settled on
January 12, 2010. Using authority derived from the Housing and Economic Recovery Act of 2008 (HERA), Treasury
purchased Fannie Mae and Freddie Mac securities backed by these mortgage revenue bonds. The NIBP bonds initially
carry variable interest rates that approximate the investment interest rates earned from the investment of bond proceeds.
The NIBP bonds may be converted to fixed rate bonds by December 31, 2011, concurrent with the issuance of other
mortgage revenue bonds by the Authority, or otherwise will be redeemed no later than February 1, 2012. As of December
31, 2010, no NIBP bonds had been converted. Subsequent to 2010, NIBP bonds in an aggregate principal amount of
$58,800,000 were converted as outlined in the accompanying notes.

In reviewing the CAFR, you will notice a significant change in the financial presentation due to the implementation of
Governmental Accounting Standards Board Statement 53, Accounting and Financial Reporting for Derivative Instruments
(GASB 53). In conjunction with the retroactive implementation of GASB 53, the Authority had to revisit the accounting for the
termination and replacement of the Lehman Brothers Interest Rate Swap Derivatives (Lehman Swaps) that took place in
December 2008, following the bankruptcy of Lehman Brothers, Inc. Prior to the implementation of GASB 53 and based on
existing accounting literature, the Authority had deferred both the termination fees and the imputed debt (premium) received
on the replacement swaps associated with the Lehman Swaps. However, the replacement swaps do not qualify for deferral
treatment under GASB 53 and therefore the Authority has been required to record the losses related to the termination fees
immediately as part of restated beginning net assets, while the premiums continue to be deferred and amortized to bond
interest expense over the remaining life of the Lehman Swaps. As a result, the Authority has restated the 2009 financial
statements as detailed in the accompanying notes to reflect a change in the beginning net assets balance, as well as other
financial statement line items as required by GASB 53.

One of the main purposes of GASB 53 is to reflect the fair value of hedging activity on the balance sheet and identify
effective and ineffective hedging activity. Prior to GASB 53, the fair value of hedging activity was presented only in the
footnotes. The changes in the fair value for an effective swap are required to be deferred using deferred outflow (liability
position swap) or deferred inflow (asset position swap) accounts in the Statement of Net Assets. If a hedging activity is
considered ineffective by accounting rules, then the change in fair value is reflected in the Statement of Revenues,
Expenses, and Changes in Net Assets. The difference between the net deferred inflows and outflows and the derivative
instrument liability is equal to the accumulated fair value of the premiums and ineffective hedging activity over time.

Readers will also notice a contingency reserve recorded for the possible settlement of an outstanding Alternative Dispute
Resolution (ADR) from Lehman Brothers Financial Products, Inc., and Lehman Brothers Special Financing, Inc., in
connection with the termination of the Lehman Swaps. Further detail about this contingency reserve is detailed in the
accompanying notes.
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Despite the restatements and the contingency reserve, the Authority experienced overall positive financial results in 2010.
Through a focus on innovation, perseverance, and breaking down operational silos to form high-performing teams, staff
identified new programs and partnerships. The result has been defining our “new normal,” under which the Authority’s staff
has been able to meet our mission in previously unexplored ways. This “new normal” helped the Board of Directors and staff
create a new vision and strategic plan in 2010, which allowed the Authority to succeed despite market challenges. In
addition, the change in net assets improved dramatically compared to 2009, except for the one-time ADR reserve. The
improvement was the result of a significant increase in net interest income, due to the normalization of the bond and interest
markets, better-than-expected gain on sale of loans in conjunction with the Ginnie Mae program, and a reduction in
operating expenses. The innovative and responsible decisions we made regarding our programs and partnerships opened
many new opportunities for our customers—we served 20,198 households and supported more than 7,000 jobs, which
together had a positive fiscal impact of $1 billion.

We look forward to continuing to serve Colorado as we have over the past 37 years.

Respectfully submitted,

Mark MacNicholas, CPA
Director of Accounting
Colorado Housing and Finance Authority
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Independent Accountants’ Report on Financial Statements
and Supplementary Information

Board of Directors
Colorado Housing and Finance Authority
Denver, Colorado

We have audited the accompanying financial statemnents of the business-type activities and each major
fund of Colorade Housing and Finance Authority as of and for the vear ended December 31, 2010, which
collectively comprise Colorado Housing and Finance Authority™s basic financial statements as listed in
the table of contents. These financial statements are the responsibility of Colorado Housing and Finance
Authority’s management. Cur responsibility is to express opinions on these financial statements based on
our audit. The pror year summarized comparative information, before retroactively restated for the
malter discussed in Mote 16, has been derived from the Colorado Houwsing and Finance Authority’s 2009
financial statements, which were audited by other accountants whose reporl dated March 25, 2010,
expressed an ungualified opinion on those statements.

‘We conducted our audits 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 financial stetements are free of material misstatement. An andit includes examining,
on & test basis, evidence supporting the amounts and diselosures n the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opimons. -

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities and each major fund of Colorade Housing and -

- Finance Authority as of December 31, 2010, and the respective changes in financial position and cash
flows thereof for the year then ended in conformity with a:cr.:run‘ung principles generally accepted in the
United Staies of America.

As discussed in Note 16, during the year ended December 31, 2010, the Colorado Housing and Finance
Authority changed its method of accounting for derivative instrnuments by retroactively restating prior
year summarized financial information.

We also audited the adjustment described in Mote 16 that was applied 10 restate the 2009 prior vear
summarized financial information. In our opinion, such adjustment is appropriate and has been properly
applied.

The accompanying management’s discussion and analysis is not a reguired part of the basic financial
statements but is supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquines of management

. BKD Prax:ﬂé :
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regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Colorado Housing and Finance Authority’s basic financial statements. The introductory
section, as listed in the table of contents, is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information has not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we express no opinion

T, 20
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C h fa Management’s Discussion and Analysis

This section of the Colorado Housing and Finance Authority's (the “Authority”) annual financial report presents
management’s discussion and analysis of the financial position and results of operations at and for the fiscal year ended
December 31, 2010. This analysis should be read in conjunction with the Authority’s financial statements and
accompanying notes.

Financial Highlights

The impact of the adoption of GASB 53 to the December 31, 2009, financial statements was to decrease net assets
by $72.3 million, increase hedging liabilities by $204.5 million, decrease bonds payables by $42.8 million, along
with the establishment of hedging deferred outflows of $112.7 million and hedging deferred inflows of $22.3 million.
This impact is reflected in the restated summarized comparative information for 2009 on the financial statements.
All comparisons to 2009 below are based off of the restated amounts as a result of the adoption of GASB 53.

Total net loans receivable as of December 31, 2010, were $2.7 billion, a decrease of $294.7 million, or 10.0%,
compared to the amount outstanding as of December 31, 2009. Loan repayments occurred without a
corresponding increase in new loans retained as the Authority continued to issue Ginnie Mae securities during the
year. During 2010, $417.5 million in loans were sold to Ginnie Mae and Fannie Mae.

Total investments as of December 31, 2010, were $884.6 million, an increase of $307.2 million, or 53.2%,
compared to the amount outstanding as of December 31, 2009. The majority of the increase is due to the
Authority's $275,210,000 short-term investment of proceeds received from issuance of Single Family Program
Class | Bonds.

As of December 31, 2010, total debt outstanding was $3.3 billion, an increase of $27.3 million, or 0.8%, compared
to the balance at December 31, 2009. The increase is the result of the Authority participating in the Temporary
Credit and Liquidity Program whereby the Authority issued its Single Family Program Class | Bonds in the amount
of $275,210,000. The increase is offset by a reduction in Bond principal due to amortization payments.

Net assets as of December 31, 2010, were $210.9 million, an increase of $1.9 million, or 0.9%, compared to net
assets of $209.1 million as of December 31, 2009, increasing the Authority’s capital position. Net assets as a
percent of total assets decreased from 5.7% as of December 31, 2009, to 5.6% as of December 31, 2010.

Total deferred outflows and inflows as of December 31, 2010 changed from the December 31, 2009 restated
amounts to reflect the changes in fair values for hedging activities related to effective Interest Rate Swaps.
Deferred outflows increased $31 million while deferred inflows decreased $16.2 million. The current year
ineffective hedging fair value adjustments were recorded as a decrease in other operating income of $473
thousand. The total fair value of all hedging instruments outstanding is included in the hedging liability derivative
instrument and swap premium accounts as of December 31, 2010, which totaled $243.6 million.

As reflected in the Statement of Revenues, Expenses and Changes in Net Assets, net assets increased by $1.9
million for 2010 as compared to a $14.2 million decrease, after the restatement for 2009. The $1.9 million, or 0.9%
increase was primarily composed of the following:
— A $13.9 million increase in net interest income as a result of the normalization of interest rates in the bond
market from 2009 to 2010.
— A $34.2 million increase in other operating revenues is a result of the following:
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$1.8 million increase in REO rental income.

$1.1 million increase in loan servicing income.

$11.3 million increase in gain/sale of loans resulting from the sale of GNMA securities.
$2.4 million increase in derivative and hedging activity loss.

$17.7 million increase in fair value of investments.

$1.0 million increase in other revenues.

m A $32.2 million increase in operating expense is primarily a result of the following:

e $1.6 million increase in salaries and related benefits due to increased staffing and benefit costs.

e $2.8 million increase in general operating expenses due to operating costs of REO properties and
increased rental acquisition program (RAP) maintenance costs.

e $7.9 million decrease in Provision for Loan Losses in 2010 was primarily due to a change in reserve
estimates to properly segregate government loans by insurance types, to better reflect credit risk
considering economic, program, and borrower factors.

e $35 million increase to establish a contingency reserve for the Lehman Brothers, Inc., ADR.

Overview of the Financial Statements

The basic financial statements consist of a Statement of Net Assets, a Statement of Revenues, Expenses and Changes in
Net Assets, a Statement of Cash Flows and the notes thereto. The Authority, a corporate body and political subdivision of
the State of Colorado, is a public purpose financial enterprise and therefore follows enterprise fund accounting. The
financial statements offer information about the Authority’s activities and operations.

The Statement of Net Assets includes all of the Authority’s assets and liabilities, presented in order of liquidity, along with the
hedging deferred outflows and deferred inflows. The resulting net assets presented in these statements are displayed as
invested in capital assets, net of related debt, restricted or unrestricted. Net assets are restricted when their use is subject
to external limits such as bond indentures, legal agreements or statutes. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the Authority is improving or deteriorating.

All the Authority’s current year revenues and expenses are recorded in the Statement of Revenues, Expenses and Changes
in Net Assets. This statement measures the activities of the Authority’s operations over the past year, and presents the
resulting change in net assets - calculated as revenues less expenses.

The final required financial statement is the Statement of Cash Flows. The primary purpose of this statement is to provide
information about the Authority’s cash receipts and cash payments during the reporting period. This statement reports cash
receipts, cash payments and net changes in cash resulting from operating, noncapital financing, capital financing and
investing activities. The statement provides information regarding the sources and uses of cash and the change in the cash
balance during the reporting period.

The notes to the financial statements provide additional information that is essential to a full understanding of the information
provided in the financial statements. The notes follow the Statement of Cash Flows.

Authority Funds — The Authority’s financial statements present the activities of its three funds - the General Fund, the

Single Family Fund and the Multi-Family/Business Fund. A description of each of these funds is provided in the notes to the
financial statements. Interfund activity is eliminated.

11
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Analysis of Financial Activities

The following table presents condensed information about the financial position of the Authority as of December 31, 2010
and 2009, and changes in the balances of selected items during the fiscal year ended December 31, 2010 (in thousands):

Summarized
For the years ended December 31, 2010 2009 Restated $ Change % Change
Assets
Cash
Restricted $ 75,483 $ 33,387 $ 42,096 126.1%
Unrestricted 16,498 2,513 13,985 556.5%
Investments 652,878 285,765 367,113 128.5%
Loans receivable 98,637 163,033 (64,396) -39.5%
Loans receivable held for sale 10,389 67,356 (56,967) -84.6%
Other current assets 30,621 31,397 (776) -2.5%
Current assets 884,506 583,451 301,055 51.6%
Noncurrent assets:
Investments 231,751 291,691 (59,940) -20.5%
Loans receivable, net 2,548,820 2,722,117 (173,297) 6.4%
Capital assets, net 26,741 28,586 (1,845) -6.5%
Other assets 48,667 45,364 3,303 7.3%
Total noncurrent assets 2,855,979 3,087,758 (231,779) -1.5%
Total assets 3,740,485 3,671,209 69,276 1.9%
Total Deferred Outflows - Hedging
Accumulated decrease in fair value of hedging derivatives 143,783 112,760 31,023 27.5%
Liabilities
Short-term debt 87,900 73,250 14,650 20.0%
Bonds payable 299,187 18,539 280,648 1513.8%
Notes payable 79 74 5 6.8%
Other current liabilities 90,744 55,708 35,036 62.9%
Current liabilities 477,910 147,571 330,339 223.9%
Noncurrent liabilities:
Bonds and notes payable, net 2,916,502 3,184,519 (268,017) -8.4%
Hedging liability - derivative instrument 140,969 93,279 47,690 51.1%
Hedging liability - swap premium 102,602 111,219 (8,617) -1.7%
Other liabilities 29,168 15,936 13,232 83.0%
Total noncurrent liabilities 3,189,241 3,404,953 (215,712) -6.3%
Total liabilities 3,667,151 3,552,524 114,627 3.2%
Deferred Inflows
Accumulated increase in fair value of hedging derivatives 6,168 22,363 (16,195) -712.4%
Net assets:
Invested in capital assets, net of related debt 26,741 28,586 (1,845) -6.5%
Restricted by bond indentures 70,622 119,031 (48,409) -40.7%
Unrestricted 113,586 61,465 52,121 84.8%
Total net assets $ 210,949 $ 209,082 $ 1,867 0.9%
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Current assets increased $301.1 million, or 51.6% during the current year primarily due to the Authority’s $275,210,000
short-term investment of proceeds received from issuance of Single Family Program Class | Bonds.

Total noncurrent assets decreased $231.8 million, or 7.5%, primarily due to a $173.3 million decrease in the noncurrent
portion of loans receivable. The decrease is a result of loan repayments occurring without a corresponding increase in new
loans retained as the Authority continued to issue Ginnie Mae securities during the year.

Current liabilities increased $330.3 million, or 223.8%, compared to 2009. This increase was primarily due to a
$275,210,000 short-term issuance of Class | Bonds in its Single Family Program.

Total noncurrent liabilities decreased $215.7 million, or 6.3%, compared to December 31, 2009. This is primarily due to

reduction of Bonds Payable from the collection of mortgage payments offset by the receipt of state renewable energy
program funds.
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The following table presents condensed statements of revenues, expenses and changes in net assets for the years ended
December 31, 2010 and 2009, and the change from the prior year (in thousands):

Summarized
For the years ended December 31, 2010 2009 Restated $ Change % Change
Interest income and expense:
Interest on loans receivable $ 151,319 $ 172,953 $ (21,634) -12.5%
Interest on investments 18,094 14,996 3,098 20.7%
Interest on debt (139,311) (171,771) 32,460 -18.9%
Net interest income 30,102 16,178 13,924 86.1%
Other operating income:
Rental income 9,306 7,460 1,846 24.7%
Gain on sale of loans 19,817 8,528 11,289 132.4%
Hedging activity loss (473) (2,882) 2,409 -83.6%
Net increase (decrease) in the fair value of investments 7,324 (10,396) 17,720 170.5%
Other revenues 19,400 18,430 970 5.3%
Total other operating income 55,374 21,140 34,234 161.9%
Total operating income 85,476 37,318 48,158 129.0%
Operating expenses:
Salaries and related benefits 17,808 16,180 1,628 10.1%
General operating 20,635 17,815 2,820 15.8%
Depreciation 3,773 3,159 614 19.4%
Provision for losses 6,521 14,404 (7,883) -54.7%
Contingency reserve 35,000 - 35,000 n/a
Total operating expenses 83,737 51,558 32,179 62.4%
Net operating income (loss) 1,739 (14,240) 15,979 112.2%
Federal grant receipts 134,613 112,458 22,155 19.7%
Federal grant payments (134,613) (112,458) (22,155) 19.7%
Gains on sales of capital assets 128 - 128 n/a
Nonoperating revenues and expenses, net 128 - 128 n/a
Change in net assets 1,867 (14,240) 16,107 113.1%
Net assets:
Beginning of year 209,082 295,667 (86,585) -29.3%
Change in accounting principle - (72,345) 72,345 n/a
Beginning of year, as restated 209,082 223,322 (14,240) -6.4%
End of year $ 210,949 $ 209,082 $ 1,867 0.9%

Total operating income increased by $48.2 million in 2010 to $85.5 million, an increase of 129.0%, compared to 2009. The
following four major components contributed to the increase:
e Interest income decreased by $21.6 million in 2010 as a result of reduced loans receivable balances.
e Interest expense related to debt decreased by $32.5 million due to the normalization of market rates and lower
outstanding debt.
e Gain/sale of loans increased by $11.3 million in 2010 due primarily to gains on the sale of GNMA securities.
Lastly, the fair value of investments increased by $17.7 million due primarily to a decrease in market rates in 2010.
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Total operating expenses increased $32.2 million in 2010 to $83.7 million, an increase of 62.4%, compared to 2009. The
following components contributed to the decrease:

Salaries and related benefits increased by $1.6 million or 10.1% due to increased staffing, merit increases and
health insurance costs.

General operating costs increased by $2.8 million or 15.8% due to costs associated with RAP and Real Estate
Owned (REO) including management fees, repairs and maintenance, utilities, personal and administrative costs.
Additional factors included an increase in insurance, donations, other bond fees, training and maintenance costs to
the Authority.

Depreciation expense increased $614 thousand or 19.4% due to purchase, implementation and development and
computer software.

A contingency reserve was established for $35 million for the Lehman Brothers, Inc. ADR.

Offsetting these increases is a $7.9 million decrease to the provision for loan losses due to a change in the
accounting estimate for reserves related to government insured loans to better reflect credit risk considering
economic, program, borrower factors, and collateral values. Further detail can be found in the accompanying
notes.

Total nonoperating revenues and expenses consist primarily of pass-through amounts related to the Authority’s role as a
contract administrator of the U.S. Department of Housing and Urban Development’s Section 8 subsidy program. Under the
Section 8 subsidy program, tenants pay 30% of their income toward rent and the balance is paid by federal subsidy.
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Colorado Housing and Finance Authority
Statement of Net Assets
December 31, 2010

(with summarized financial information for D ber 31, 2009 R d)
(in thousands of dollars)
General Single Multi-Family/ Summarized
Fund Family Business Eliminations 2010 2009 Restated
Assets
Current assets:
Cash (Note 2)
Restricted $ 75476 $ - $ 7 $ - $ 75,483 $ 33,387
Unrestricted 16,498 - - - 16,498 2,513
Investments (Note 2) 73,803 471,231 107,844 - 652,878 285,765
Loans receivable (Note 3) 17,708 54,388 27,129 (588) 98,637 163,033
Loans receivable held for sale (Note 3) 10,389 - - - 10,389 67,356
Accrued interest receivable 4,113 11,200 5,163 (173) 20,303 23,443
Deferred debt financing costs, net 16 569 193 - 778 819
Other assets 8,585 835 120 - 9,540 7,135
Due (to) from other funds (43,789) 29,155 14,634 - - -
Total current assets 162,799 567,378 155,090 (761) 884,506 583,451
Noncurrent assets:
Investments (Note 2) 2,096 142,942 86,713 - 231,751 291,691
Loans receivable, net (Note 3) 201,875 1,577,247 786,750 (17,052) 2,548,820 2,722,117
Capital assets - non-depreciable (Note 4) 5,547 - - - 5,547 4,981
Capital assets - depreciable, net (Note 4) 21,194 - - - 21,194 23,605
Other real estate owned, net 4,535 5,250 2,720 - 12,505 10,048
Deferred debt financing costs, net 280 10,242 3,476 - 13,998 14,729
Other assets 22,164 - - - 22,164 20,587
Total noncurrent assets 257,691 1,735,681 879,659 (17,052) 2,855,979 3,087,758
Total assets 420,490 2,303,059 1,034,749 (17,813) 3,740,485 3,671,209
Total Deferred Outflows - Hedging
Accumulated decrease in fair value of hedging derivatives - 108,977 34,806 - 143,783 112,760
Liabilities
Current liabilities:
Short-term debt (Note 5) 87,900 - - - 87,900 73,250
Bonds payable (Note 6) - 289,824 9,363 - 299,187 18,539
Notes payable (Note 6) 79 - - - 79 74
Accrued interest payable 736 14,159 10,919 (173) 25,641 28,567
Federally assisted program advances 60 - - - 60 347
Accounts payable and other liabilities 62,988 1,353 702 - 65,043 26,794
Total current liabilities 151,763 305,336 20,984 (173) 477,910 147,571
Noncurrent liabilities:
Bonds payable, net (Note 6) 78,386 1,910,895 921,048 - 2,910,329 3,163,551
Hedging liability - derivative instrument 200 112,132 28,637 - 140,969 93,279
Hedging liability - swap premium - 35,180 67,422 - 102,602 111,219
Notes payable (Note 6) 23,813 - - (17,640) 6,173 20,968
Other liabilities (Note 6) 26,001 2,270 897 - 29,168 15,936
Total noncurrent liabilities 128,400 2,060,477 1,018,004 (17,640) 3,189,241 3,404,953
Total liabilities 280,163 2,365,813 1,038,988 (17,813) 3,667,151 3,552,524
Total Deferred Inflows - Hedging
Accumulated increase in fair value of hedging derivatives - - 6,168 - 6,168 22,363
Net assets
Invested in capital assets, net of related debt 9,101 - - 17,640 26,741 28,586
Restricted by bond indentures - 46,223 24,399 - 70,622 119,031
Unrestricted (Note 10) 131,226 - - (17,640) 113,586 61,465
Total net assets $ 140,327 $ 46,223 $ 24399 $ - $ 210,949 $ 209,082

The accompanying notes are an integral part of these statements.
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Colorado Housing and Finance Authority
Statement of Revenues, Expenses and Changes in Net Assets
For the year ended December 31, 2010

(with summarized financial information for the year ended D ber 31, 2009 R d)

(in thousands of dollars)

General Single Multi-Family/ Summarized
Fund Family Business Eliminations 2010 2009 Restated
Interest income and expense:
Interest on loans receivable $ 13,302 $ 89,956 $ 49,404 $  (1,343) $ 151,319 $ 172,953
Interest on investments 433 10,011 7,650 - 18,094 14,996
Interest on debt (6,678) (90,678) (43,298) 1,343 (139,311) (171,771)
Net interest income 7,057 9,289 13,756 - 30,102 16,178
Other operating income:
Rental income 9,306 - - - 9,306 7,460
Loan servicing income 13,058 - - - 13,058 11,891
Section 8 administration fees 4,629 - - - 4,629 4,449
Gain on sale of loans 19,817 - - - 19,817 8,528
Hedging activity loss (200) (273) - - (473) (2,882)
Netincrease (decrease) in the
fair value of investments 47 5,704 1,573 - 7,324 (10,396)
Other revenues (losses) 1,714 111 (112) - 1,713 2,090
Total other operating income 48,371 5,542 1,461 - 55,374 21,140
Total operating income 55,428 14,831 15,217 - 85,476 37,318
Operating expenses:
Salaries and related benefits 17,808 - - - 17,808 16,180
General operating 19,305 983 347 - 20,635 17,815
Depreciation 3,773 - - - 3,773 3,159
Provision for losses 2,916 2,519 1,086 - 6,521 14,404
Contingency reserve 35,000 - - - 35,000 -
Total operating expenses 78,802 3,502 1,433 - 83,737 51,558
Net operating income (loss) (23,374) 11,329 13,784 - 1,739 (14,240)
Nonoperating revenues and expenses:
Federal grant receipts 134,613 - - - 134,613 112,458
Federal grant payments (134,613) - - - (134,613) (112,458)
Gains on sales of capital assets 128 - - - 128 -
Total nonoperating revenues, net 128 - - - 128 -
Income before transfers (23,246) 11,329 13,784 - 1,867 (14,240)
Transfers from (to) other funds 2,236 (2,865) 629 - - -
Change in net assets (21,010) 8,464 14,413 - 1,867 (14,240)
Net assets:
Beginning of year 161,337 37,759 9,986 - 209,082 295,667
Change in accounting principle - - - - - (72,345)
Beginning of year, as restated 161,337 37,759 9,986 - 209,082 223,322
End of year $ 140,327 $§ 46,223 $ 24,399 $ - $ 210,949 $ 209,082

The accompanying notes are an integral part of these statements.
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Colorado Housing and Finance Authority
Statement of Cash Flows
For the year ended December 31, 2010

(with summarized financial information for the year ended December 31, 2009 Restated)

(in thousands of dollars)

General Single Multi-Family/ Summarized
Fund Family Business Eliminations 2010 2009 Restated
Cash flows from operating activities:
Principal payments received on loans receivable
& receipts from dispositions of other real estate owned $ 52,952 $ 224,905 $ 38,462 § -8 316,319 § 307,102
Interest payments received on loans receivable 12,389 93,480 50,217 (1,354) 154,732 173,035
Fundings of loans receivable (405,641) (8,858) (12,988) (731) (428,218) (373,589)
Receipts from sale of loans 417,478 - - - 417,478 308,927
Receipts (payments) for loan transfers between funds (5,577) 6,206 (629) - -
Receipts from rental operations 9,346 - - 9,346 7,553
Receipts from other revenues 19,175 109 (111) 19,173 18,236
Payments for salaries and related benefits (17,109) - - (17,109) (16,210)
Payments for goods and services (6,213) (734) (319) (7,266) (18,640)
All other, net (579) (456) (150) (1,185) 2,130
Net cash provided (used) by operating activities 76,221 314,652 74,482 (2,085) 463,270 408,544
Cash flows from noncapital financing activities:
Proceeds from issuance of short-term debt 4,467,100 - - 4,467,100 8,560,675
Proceeds from issuance of bonds - 275,210 - 275,210 137,435
Proceeds from issuance of notes payable 125 - - 125 22,530
Receipts from federal grant programs 134,308 - - 134,308 112,158
Payments for federal grant programs (134,613) - - (134,613) (112,458)
Principal paid on short-term debt (4,452,450) - - (4,452,450) (8,652,410)
Principal paid on bonds (9,491) (213,467) (24,105) (247,063) (428,759)
Principal paid on notes payable (14,915) - - (14,915) (73)
Interest paid on short-term debt (226) - - (226) (498)
Interest rate swap settlements (62,541) (32,789) (95,330) (86,567)
Interest paid on bonds (4,423) (32,897) (15,016) (52,336) (105,131)
Interest paid on notes payable (1,004) - - (1,004) (1 )
Bond issuance costs paid - (1,109) (256) (1,365)
Transfers (to) from other funds 9,404 (512) (8,892) - -
Net cash used by noncapital financing activities (6,185) (35,316) (81,058) (122,559) (553,109)
Cash flows from capital and related financing activities:
Purchase of capital assets (2,148) - - (2,148) (2,210)
Proceeds from the disposal of capital assets 347 - - - 347 7
Principal paid on capital-related debt (731) - - 731 - -
Interest paid on capital-related debt (1,354) - - 1,354 -
Net cash provided (used) by capital and related financing activities (3,886) - - 2,085 (1,801) (2,139)
Cash flows from investing activities:
Proceeds from maturities and sales of investments 1,411,738 1,139,655 335,307 2,886,700 5,726,640
Purchase of investments (1,421,936) (1,428,422) (336,331) (3,186,689) (5,601,343)
Income received from investments 425 9,128 7,607 17,160 27,952
Net cash provided (used) by investing activities (9,773) (279,639) 6,583 (282,829) 153,249
Net increase (decrease) in cash 56,377 (303) 7 56,081 6,545
Cash at beginning of year 35,597 303 - 35,900 29,355
Cash at end of year $ 91,974 $ - $ 79 - $ 91,981 § 35,900

The accompanying notes are an integral part of these statements.
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Colorado Housing and Finance Authority

Statement of Cash Flows (continued)
For the year ended December 31, 2010

(with ized fij | infe ion for the year ended December 31, 2009 Restated)

(in thousands of dollars)

General Single Multi-Family/ Summarized
Fund Family Business Eliminations 2010 2009 Restated
Reconciliation of operating income (loss) to net cash
used by operating activities:
Net operating income (loss) $ (23,374) $ 11,329 § 13,784 $ - $ 1,739 § (14,240)
Adjustments to reconcile operating income to
net cash used by operating activities:
Depreciation expense 3,773 - - - 3,773 3,159
Amortization of service release premiums 2,946 - - - 2,946 3,035
Amortization of deferred loan fees/costs, net (690) 909 (104) - 115 (85)
Amortization of imputed debt assocated with swaps - (3,996) (4,621) - (8,617) (8,653)
Provision for losses 2,916 2,519 1,086 - 6,521 14,404
Interest on investments (426) (10,011) (7,650) - (18,087) (14,990)
Interest on debt 6,678 94,673 47,919 (1,343) 147,927 180,423
Unrealized loss on derivatives 200 273 - - 473 2,882
Unrealized (gain) loss on investments 47) (5,704) (1,573) - (7,324) 10,396
(Gain) loss on sale of REO 412 (111) 112 - 413 148
Gain on sale of loans (19,817) - - - (19,817) (8,528)
Changes in assets and liabilities:
Loans receivable and other real estate owned 55,651 222,364 24,743 (731) 302,027 239,342
Accrued interest receivable on loans and investments 91) 2,615 906 (11) 3,419 83
Other assets (3,798) (208) 23 - (3,983) (3,136)
Accounts payable and other liabilities 51,888 - (143) - 51,745 4,304
Net cash used by operating activities $ 76,221 $ 314,652 § 74,482 $ (2,085) $ 463,270 $ 408,544

The accompanying notes are an integral part of these statements.
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21




0 Notes to Financial Statements
chfa (tabular dollar amounts are in thousands)

1) Organization and Summary of Significant Accounting Policies
(a) Authorizing Legislation and Reporting Entity

Authorizing Legislation - The Colorado Housing and Finance Authority (the "Authority") is a body corporate and a political
subdivision of the State of Colorado (the “State”) established pursuant to the Colorado Housing and Finance Authority Act,
Title 29, Article 4, Part 7 of the Colorado Revised Statutes, as amended (the "Act"). The Authority is not a state agency and
is not subject to administrative direction by the State. The governing body of the Authority is its board of directors.
Operations of the Authority commenced in 1974. The Authority is not a component unit of the State or any other entity.

The Authority was created for the purpose of making funds available to assist private enterprise and governmental entities in
providing housing facilities for lower and moderate income families. Under the Act, the Authority is also authorized to
finance projects and working capital loans to industrial and commercial enterprises (both for-profit and non-profit) of small
and moderate size.

In 1992, Colorado voters approved an amendment to the State Constitution, Article X, Section 20 which, among other
things, imposes restrictions on increases in revenue and expenditures of state and local governments. In the opinion of its
bond counsel, the Authority qualifies as an enterprise under the amendment and therefore is exempt from its provisions.

In 2001, the Colorado state legislature repealed the limitation on the amount of debt that the Authority can issue as well as
removed the moral obligation of the State on future debt issues of the Authority. The bonds, notes and other obligations of
the Authority do not constitute debt of the State.

Blended Component Units - Hyland Park Centre Corporation ("Hyland Park"), Tanglewood Oaks Apartments Corporation
("Tanglewood"), and Village of Yorkshire Corporation ("Yorkshire") have been designated as blended component units and
included in the Authority's financial statements. Hyland Park, Tanglewood and Yorkshire are public, non-profit
instrumentalities of the Authority, each of which owns and operates a single, separate multi-family rental housing project.
The Authority is financially accountable for these units because they have the same board of directors and management
personnel, and their surplus assets are relinquished to the Authority. Separate financial statements for the individual
component units may be obtained through the Authority.

(b) Measurement Focus, Basis of Accounting and Financial Statement Presentation

Measurement Focus and Basis of Accounting - The Authority’s funds are accounted for as enterprise funds for financial
reporting purposes. All funds utilize the economic resource measurement focus and accrual basis of accounting wherein
revenues are recognized when earned and expenses when incurred. The Authority applies all Governmental Accounting
Standards Board (GASB) pronouncements for its funds, as well as those of the Financial Accounting Standards Board
issued before November 30, 1989, unless such pronouncements conflict with or contradict GASB pronouncements. After
November 30, 1989, the Authority applies only applicable GASB pronouncements.

In December, 2010, the Authority early adopted the Governmental Accounting Standards Board (GASB) issued Statement
62, "Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989, FASB and AICPA
Pronouncements." Statement 62 incorporates guidance that previously could only be found only in certain Financial
Accounting Standards Board (FASB) and American Institute of Certified Public Accountants (AICPA) pronouncements.

Financial Statement Presentation — The Authority’s financial statements include a classified Statement of Net Assets, a
Statement of Revenues, Expenses and Changes in Net Assets formatted to report operating and nonoperating revenues
and expenses, a Statement of Cash Flows presented using the direct method and notes to the financial statements. The
Authority’s financial statements present its funds in separate columns. Summarized financial information for 2009 has been
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presented in the accompanying financial statements in order to provide an understanding of changes in the Authority’s
financial position, results of operations and cash flows on an entity-wide basis. However, the summarized financial
information is not intended to present the financial position, results of operations or cash flows in accordance with
accounting principles generally accepted in the United States of America.

The financial activities of the Authority are recorded in three funds, which are consolidated for reporting purposes and are
described below.

General Fund — The General Fund is the Authority’s primary operating fund. It accounts for all financial activity not
specifically pledged for the repayment of bonds in the other funds.

Single Family Fund — The Single Family Fund accounts for bonds issued and assets pledged for payment of the bonds
under the related indentures. Loans acquired by this fund with the proceeds of single family bond issues include FHA,
conventional, USDA Rural Development and VA loans made under various loan programs.

Multi-Family/Business Fund — The Multi-Family/Business Fund accounts for bonds issued and assets pledged for payment
of the bonds under the related indentures. Loans acquired by this fund with the proceeds of multi-family and business
(sometimes referred to as project) bond issues include loans made for the purchase, construction or rehabilitation of multi-
family rental housing. In addition, business loans are made to both for-profit and non-profit organizations primarily for the
purpose of acquisition or expansion of their facilities or for the purchase of equipment.

Interfund activity is eliminated, reflected in the “Eliminations” column of the statements.

Restricted Assets — Restricted assets are primarily assets held for the benefit of respective bond holders and allocated by
fund. Certain other assets are held on behalf of various governmental housing initiatives or regulations.

(c) Summary of Significant Accounting Policies

Cash and Restricted Cash — The Authority’s cash and cash equivalents are considered to be cash on hand and demand
deposits held in banks.

Investments — Investments of the Authority, with the exception of nonparticipating investment agreements which are
reported at cost, are carried at fair value based on quoted market prices. Investments with a maturity of one year or less are
valued at amortized cost, which approximates fair value.

Loans Receivable — Mortgage loans receivable are carried at their unpaid principal balance net of deferred down payment
assistance expense, deferred fee income, loan origination costs and an allowance for estimated loan losses. Deferred down
payment assistance expense, deferred fee income and loan origination costs are capitalized and amortized over the life of
the loan using the effective interest method. Virtually all mortgage loans receivable are serviced by the Authority.

Loans Receivable Held for Sale — Loans originated and intended for sale in the secondary market are carried at fair value.
Gains and losses on loan sales (sales proceeds minus carrying value) are recorded in noninterest income.

Allowance for Loan Losses — The allowance for loan losses is a reserve against current operations based on
management's estimate of expected loan losses. Management's estimate considers such factors as the payment history of
the loans, the projected cash flows of the borrowers, estimated value of the collateral, subsidies, guarantees, mortgage
insurance, historical loss experience for each loan type, additional guarantees provided by the borrowers and economic
conditions. Based on the review of these factors, a total reserve amount is calculated and a provision is made against
current operations to reflect the estimated balance.
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Troubled Debt Restructuring — A restructuring of a debt constitutes a troubled debt restructuring if the creditor for
economic or legal reasons related to the debtor’s financial difficulties grants a concession to the debtor that it would not
otherwise consider. Whatever the form of concession granted by the creditor to the debtor in a troubled debt restructuring,
the creditor’s objective is to make the best of a difficult situation. That is, the creditor expects to obtain more cash or other
value from the debtor, or to increase the probability of receipt, by granting the concession than by not granting it.

Capital Assets — The Authority’s capital assets consist of two components. Corporate capital assets include those capital
assets other than those used in its rental acquisition program (RAP) activities. The Authority commenced its RAP
operations in 1988 when the Board authorized the acquisition, rehabilitation and operation of multi-family properties to
provide affordable housing to lower and moderate income families. The Authority has acquired and rehabilitated these
properties with a combination of funds, including (1) general obligation and multi-family bond proceeds, (2) seller-carry
notes, and (3) contributions from the General Fund. As a policy matter, the Authority sells these properties from time to time
to qualified non-profit sponsors. As of December 31, 2010, the Authority owned a total of four RAP projects, including its
three component units, containing 917 units.

Capital assets are defined by the Authority as assets with an initial, individual cost of $2,500 in the case of corporate capital
assets and $1,500 in the case of RAP capital assets. Capital assets are depreciated or amortized using the straight-line
method over their estimated useful lives, ranging from 3-30 years.

Other Real Estate Owned — Other real estate owned represents real estate acquired through foreclosure and in-substance
foreclosures. Other real estate owned is recorded at the lower of the investment in the loan or the estimated net realizable
value, which equals fair value minus closing costs.

Bond and Note Issuance Costs — Costs of debt issuance are deferred and amortized to interest expense over the lives of
the bond issues using the effective interest method.

Other Assets — Included in other assets are unamortized costs of mortgage servicing rights. Mortgage servicing rights are
amortized over the life of the related loans using the effective interest method.

Due from and Due to Other Funds — The outstanding balances between funds result mainly from the processing of loan
payments which are initially received by the General Fund and then transferred to the Single Family Fund and Multi-
Family/Business Fund on a month lag basis. All interfund payables are expected to be paid within one year.

Bonds - Bonds payable are limited obligations of the Authority, and are not a debt or liability of the State of Colorado or any
subdivisions thereof. Each bond issue is secured, as described in the applicable trust indenture, by all revenues, moneys,
investments, mortgage loans, and other assets in the funds and accounts of the program. Substantially all of the Authority’s
loans are pledged as security for the bonds. The provisions of the applicable trust indentures require or allow for redemption
of bonds through the use of unexpended bond proceeds and excess funds accumulated primarily through prepayment of
mortgage loans and program certificates. All outstanding bonds are subject to redemption at the option of the Authority, in
whole or in part at any time after certain dates, as specified in the respective series indentures.

The Authority issues fixed rate and variable rate bonds. The rate on the fixed rate bonds is set at bond closing, with the
variable rate bonds bearing interest at a weekly rate until maturity or earlier redemption. The remarketing agent for each
bond issue establishes the weekly rate according to each indenture’s remarketing agreement. The weekly rates are
communicated to the various bond trustees for preparation of debt service payments. The weekly rate, as set by the
remarketing agent, allows the bonds to trade in the secondary market at a price equal to 100% of the principal amount of the
bonds outstanding, with each rate not exceeding maximum rates permitted by law.

Variable rate bonds have an assumed Stand-by Purchase Agreement (SBPA) which states that the issuer of the SBPA will
purchase the bonds in the event the remarketing agent is unsuccessful in marketing the bonds. In this event the interest
rate paid by the Authority will be calculated using a defined rate from the SBPA. If the bonds remain unsold for a period of
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90 days, they are deemed to be “bank bonds” and the Authority is required to repurchase the bonds from the SBPA issuer.
The timing of this repurchase, or term out, will vary by issuer from two years to ten years.

Bond Discounts and Premiums — Discounts and premiums on bonds payable are amortized to interest expense over the
lives of the respective bond issues using the effective interest method.

Forward Sales Contracts — Forward sales securities commitments and private investor sales commitments are utilized to
hedge changes in fair value of mortgage loan inventory and commitments to originate mortgage loans. At December 31,
2010, the Authority had executed 24 forward sales transactions with a $17,390,000 notional amount with four counterparties
with concentrations and ratings (Standard and Poor's/ Moody’s Investors Service) as shown in Note 8. The forward sales
will all settle by April 21, 2011.

Debt Refundings — For current and advance refundings resulting in defeasance of debt reported by the Authority, 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 or new debt, whichever is shorter, using the effective
interest method. The deferred refunding amounts are classified as a component of bonds payable in the financial
statements.

Interest Rate Swap Agreements — The Authority enters into interest rate swap agreements with rated swap counterparties
in order to (1) provide lower cost fixed rate financing for its loan production needs through synthetic fixed rate structures; and
(2) utilize synthetic fixed rate structures with refunding bonds in order to generate cash flow savings. The interest
differentials to be paid or received under such swaps are recognized as an increase or decrease in interest expense of the
related bond liability. The Authority enters into fixed payor swaps, where we pay a fixed interest rate in exchange for
receiving a variable interest rate from the counterparty. The variable interest rate may be based on either a taxable or tax-
exempt index. By entering into a swap agreement, the Authority hedges its interest rate exposure on the underlying variable
rate bonds. Additional information about the swap agreements is provided in Note 8.

Other Liabilities: At December 31, 2010, the major components of other liabilities are:

o Servicing escrow: the net amount of collected escrow funds currently being held to pay future obligations of
property taxes and mortgage insurance premiums due on real properties. The Authority has a corresponding asset
that is recorded in restricted cash.

e  Brownfield monies: amounts advanced from the State of Colorado to be used for loans for the expansion,
redevelopment, or reuse of real property which may be complicated by the presence or potential presence of a
hazardous substance, pollutant, or contaminant that have not yet been mitigated. The Authority has a
corresponding asset that is restricted.

e Governor’s Energy Program (GEQ): The US Department of Energy funded a Grant to the State of Colorado to
promote energy efficiency or renewable energy within the State. CHFA was retained by the State to provide
administrative services and serve as the fiscal agent for the funds. Wells Fargo serves as trustee of the $13.1
million Grant with the State of Colorado as the beneficiary. The Authority has a corresponding asset that is
restricted.

o Deferred Low Income Housing Tax Credit (LIHTC) Income: compliance monitoring fees collected in advance on
multi-family properties that have been awarded low income housing tax credits to be used over a 15-year period.
These fees cover the ongoing cost the Authority incurs to certify that these properties remain low-income compliant
during the 15-year period and continue to be eligible to use the tax credits awarded.

e Compensated Absences: employees accrue paid time off at a rate based on length of service. Employees may
accrue and carry over a maximum of 150% of their annual paid time off benefit. The liability for compensated
absences is based on current salary rates and is reflected in the financial statements.

Operating and Nonoperating Revenues and Expenses - The Authority distinguishes operating revenues and expenses
from nonoperating items. Operating revenues and expenses generally result from providing services in connection with the

25




0 Notes to Financial Statements
chfa (tabular dollar amounts are in thousands)

Authority’s ongoing operations. The principal operating revenues of the Authority are interest income on loans and
investment income. The Authority also recognizes revenues from rental operations and other revenues, which include loan
servicing fees and other administrative fees. Operating expenses include interest expense, administrative expenses,
depreciation, and the provision for loan losses. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.

The Authority’s nonoperating revenues and expenses consist primarily of pass-through amounts related to the Authority’s
role as a contract administrator of the U.S. Department of Housing and Urban Development’s Section 8 subsidy program.
Under the Section 8 subsidy program, tenants pay 30% of their income toward rent and the balance is paid by federal
subsidy.

In addition, under the federal government's American Recovery and Reinvestment Act (ARRA), passed in February 2009,
the Authority became the allocator of the Tax Credit Assistance Program (TCAP) and the Tax Credit Exchange Program
(TCEP). The two programs were created to assist developers holding allocations of federal Low Income Housing Tax
Credits (LIHTC). In 2009, the Authority received an allocation of over $60 million in federal funds to distribute to projects
already underway across the state. The Authority has until December 2011 to distribute any remaining allocation TCEP
funds and until February 2012 to distribute any remaining allocation TCAP funds.

Budget Policies - The Authority's budget year is the calendar year. The budget is developed on a full accrual basis with
estimations of revenue by source and expenses by object. The Authority is not subject to the Local Budget Government
Law of Colorado pursuant to Title 29, Article 1, Part 1 of the Colorado Revised Statutes.

New Accounting Principles - The Authority has evaluated the financial statement impact and adopted several new
Statements issued by the Governmental Accounting Standards Board (GASB) in its current fiscal year ended December 31,
2010.

GASB issued Statement No. 51, Accounting and Financial Reporting for Intangible Assets (“GASB No. 51”), which provides
guidance on internally generated intangible assets, primarily computer software. The Statement provides guidance
regarding how to identify, account for, and report intangible assets which are characterized as an asset that lacks physical
substance, is nonfinancial in nature, and has an initial useful life extending beyond a single reporting period. Examples of
intangible assets include easements, computer software, water rights, timber rights, patents, and trademarks. Statement 51
requires that intangible assets be classified as capital assets (except for those explicitly excluded from the scope of the new
standard, such as capital leases). Relevant authoritative guidance for capital assets should be applied to these intangible
assets. There was no material impact to the Authority’s financial statements from the adoption of this standard.

GASB issued Statement No. 53, Accounting and Financial Reporting for Derivative Instruments (“GASB No. 53”). The
Statement establishes guidance on the recognition, measurement and disclosures related to derivative instruments entered
into by governmental entities. GASB No. 53 requires that most derivative instruments be reported at fair value, and requires
governmental entities to determine if derivatives are effective hedges of risks associated with related hedgeable items.
Generally, for derivatives that are effective hedges, changes in fair values are deferred whereas for ineffective hedges the
changes in fair value are recognized in the current period. See footnote 16 for the impact on the Authority’s financial
statements upon the adoption of this standard.

GASB issued Statement No. 62, Codification of Accounting and Financial Reporting Guidance contained in Pre-November
30, 1989 FASB and AICPA Pronouncements (“GASB No. 62”). This Standard improves financial reporting by incorporating
into GASB’s authoritative literature certain accounting and financial reporting guidance that is included in FASB and the
American Institute of Certified Public Accountants (“AICPA”) pronouncements issued on or before November 30, 1989,
which does not conflict with or contradict GASB pronouncements. GASB No. 62 will supersede Statement No. 20,
Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities that Use Proprietary Fund
Accounting. The requirements of GASB No. 62 are effective for financial statements for periods beginning after December
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15, 2011, although earlier application is encouraged. There was no material impact to the Authority’s financial statements
from the adoption of this standard.

Estimates - The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reported period. Significant estimates to the Authority’s financial
statements include the allowance for loan losses and fair value estimates. Actual results could differ from those estimates.

Reclassifications — Certain prior year amounts have been reclassified to conform to current year presentation.
(2) Cash and Investments

For General Fund investments, the Authority is authorized by means of a Board-approved investment policy to invest in
notes, bonds and other obligations issued or guaranteed by the U.S. government and certain governmental agencies.
Additionally, the Authority is permitted to invest, with certain restrictions as to concentration of risk, collateralization levels,
maximum periods to maturity, and/or underlying rating levels applied, in revenue or general obligations of states and their
agencies, certificates of deposits, U.S. dollar denominated corporate or bank debt, commercial paper, repurchase
agreements backed by U.S. government or agency securities, money market mutual funds and investment agreements.
The Authority is also subject to permissible investments as authorized by Title 24, Article 75, Part 6 of the Colorado Revised
Statutes (CRS). Permissible investments pursuant to the CRS are either identical to or less restrictive than the Authority’s
investment policy. In addition, each of the trust indentures established under the Authority’s bond programs contain
requirements as to permitted investments of bond fund proceeds, which may be more or less restrictive than the Authority’s
investment policy for General Fund monies. These investments are included in the disclosures below under State & political
subdivision obligations.

As of December 31, 2010, the Authority had the following investments:

Investment Maturities (In Years)

Less More

Investment Type Than 1 1-5 6-10 Than 10 Total 2009
Money market mutual fund $ 329918 $ 507 $ -$ -$ 330425 % 94,345
External investment pool 105,079 16 - 105,095 191,291
Repurchase agreement 2,162 - - 2,151 4,313 4,088
U.S. Treasury - - - 588 588 587
U.S. Government agencies 22,561 6,897 65,961 105,441 200,860 71,937
State & political subdivision obligations - - 3,038 3,038 61,667
Investment agreements - uncollateralized 121,991 - - 40,277 162,268 139,175
Investment agreements - collateralized 23,967 - - 6,875 30,842 14,366
Certificate of Deposit 47,200 - - - 47,200 -

Total $ 652,878 $ 7420 % 65961 % 158370 $ 884,629 § 577,456

The pledged investments in the General Fund include the following: a $47,200,000 certificate of deposit pledged to the
FHLB line of credit, $3,581,000 GNMA security, COLOTRUST investments of RDLP, RDLP Il & RDLP V in the amounts of
$247,000, $482,000 and $5,325, respectively; each pledged as collateral for the of Rural Development Loan Program
(RDLP) notes payable.
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Interest Rate Risk — The Authority manages interest rate risk in the General Fund by generally limiting the maximum
maturity date of an investment to seven years. Of the General Fund’s $75,899,000 in investments, 97% have maturities of
less than one year.

In the Single Family and Multi-Family/Business Funds, the Authority matches maturities to anticipated cash flows. Of the
Authority’s investments with a maturity of more than ten years, 97.2% are debt service reserves.

Credit Risk — The following table provides credit ratings of the Authority’s investments as determined by Moody’s Investors
Service and/or Standard and Poor’s.

Investment Type Rating

Money market mutual fund AAAmM/Aaa, NR/Aa2
External investment pool AAAmM/Aaa
Repurchase agreement Not Rated

U.S. Treasury AAA/Aaa

U.S. Government agencies AAA/Aaa

State & political subdivision obligations AAA/Aaa, AA-/Baa1, AA-/Aa2
Investment agreements - uncollateralized Not Rated
Investment agreements - collateralized Not Rated
Certificates of Deposits Not Rated

Forty four percent of the investments in securities issued by state and political subdivisions are rated AAA. Investment
agreements meet the requirements of the rating agency providing the rating on the related debt issue, and of the Board's
investment policy.

As of December 31, 2010, the Authority had invested in the Colorado Local Government Liquid Asset Trust (COLOTRUST),
an investment vehicle established for local governmental entities in Colorado to pool funds available for investment.
COLOTRUST s reflected in the above tables as an external investment pool. The State Securiies Commissioner
administers and enforces all State statutes governing COLOTRUST. COLOTRUST operates similarly to a money market
fund and each share’s fair value is $1.00.

Concentration of Credit Risk — The Authority has various maximum investment limits both by type of investment and by
issuer to prevent inappropriate concentration of credit risk. The following table provides information on issuers in which the
Authority has investments representing more than 5% of its total investments or of the respective funds.

General Single Multi-Family/
Issuer Total Fund Family Business
COLOTRUST 11.97% 14.08% 15.51% -
Federal Home Loan Bank 7.82% 62.19% - 5.15%
Federal Natl Mif Assoc - - - 9.08%
FHLMC 5.94% - 7.90% -
FNMA 5.50% - - 15.36%
GNMA I 6.66% - 6.29% 8.56%
Heritage Money Market Fund - - - 20.04%
IXIS 10.83% - 8.04% 23.88%
Trinity 6.30% - 9.08% -
WestlB AG - - - 8.66%
US Bank - Master Trust 31.15% - 44.87% -
Wells Fargo - 13.37% -
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Custodial Credit Risk - Investments — All securities owned by the Authority are either in the custody of the related bond
indenture trustees or held in the name of the Authority by a party other than the issuer of the security. Custodial credit risk is
the risk that, in the event of the failure of the custodian, the Authority will not be able to recover the value of its investment or
collateral securities that are in the possession of the custodian.

Custodial Credit Risk - Cash Deposits — In the case of cash deposits, custodial credit risk is the risk that in the event of a
bank failure, the Authority’'s deposits may not be returned to it. All deposit accounts were either covered by the Federal
Deposit Insurance Corporation or collateralized in accordance with the State of Colorado’s Division of Banking’s Public
Deposit Protection Act.

Included in cash deposits are escrow deposits in the amount of $25,586,000 held in a fiduciary capacity. These escrow
deposits are primarily held for the payment of property taxes and insurance on behalf of the Authority’s mortgagors.
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(3) Loans Receivable, Related Allowances and Troubled Debt Restructuring

Loans receivable at December 31, 2010, and 2009, consist of the following:

2010 2009
General Fund $ 241,697 $ 284,584
Single Family Fund:
Program Senior and Subordinate 63,267 74,424
Mortgage 1,569,295 1,784,591
Total Single Family Fund loans 1,632,562 1,859,015
Multi-Family/Business Fund:
Insured Mortgage Revenue 74,039 82,548
Multi-Family/Project 751,656 770,592
Total Multi-Family/Business Fund loans 825,695 853,140
Less intercompany loans, included in Multi-Family/Project above (17,640) (18,372)
Total loans receivable 2,682,314 2,978,367
Payments in process (2,406) (2,700)
Deferred cash assistance expense 6,635 7,132
Deferred fee income (8,960) (9,534)
Allowance for loan losses (19,737) (20,759)
Total loans receivable, net $ 2,657,846 $2,952,506

Loans in the Single-Family Fund and the Multi-Family/Business Fund in the table above are grouped based on the related
bond type (see Note 6 for additional information).

General Fund loans are made up of single-family, multi-family and business finance loans acquired under various programs
of the General Fund, warehoused loans to be acquired by the Single Family and Multi-Family/Business Funds, loans held as
investments, and loans backed by bonds within the General Fund. These loans are typically collateralized by mortgages on
real property and improvements. Certain of these loans are also guaranteed by agencies of the United States government.

Single-family bond program loans are collateralized by mortgages on applicable real property, and in the case of loans with
a loan-to-value ratio of 80% or more, are generally either insured by the Federal Housing Administration (FHA) or
guaranteed by the Veterans Administration (VA) or Rural Economic and Community Development Department (RD) or
insured by private mortgage insurance. The single-family loan portfolio included in the general and single-family funds as of
December 31, 2010 was comprised of $1.1 billion of FHA insured loans, $110 million of VA guaranteed loans, $46 million of
RD loans, $ 292 million of conventional insured loans with the balance made up of uninsured conventional and second
mortgage loans.

Multi-family/business bond program loans are collateralized by mortgages on applicable real estate, and, in some cases, are
further insured by an agency of the United States government, which significantly reduces the credit risk exposure to the
Authority.

In 2010, the Authority completed a comprehensive review of the allowance for loan loss process for each loan type and
updated the historical probability and average loan loss amounts. During this process, the Authority modified its approach to
analyze the different government loan types based on insurance coverage or underlying guarantee and as a result, the
allowance for loan losses appropriately considers the underlying credit risk exposure.
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Activity in the allowance for loan losses for the years ended December 31, 2010 and 2009, was as follows:

2010 2009
Beginning Balance $ (20,759) $ (12,000)
Provision (6,521) (14,404)
Net Charge-offs 7,543 5,645
Ending Balance $ (19,737) $  (20,759)

The Authority has granted terms and interest rate concessions to Debtors, which is considered troubled debt restructuring, in
2010 and 2009 as summarized below:

Single Family Fund: 2010 2009
Aggregate Recorded Balance $15,367,969 $1,258,166
Number of Loans 116 12
Gross Interest Revenue

if Receivables had been current $957 487 $84658
Interest Revenue included in

Changes in Net Assets $855,083 $79,313
Multi-Family/Business Fund: 2010 2009
Aggregate Recorded Balance $42,711,421 $32,913,164
Number of Loans 37 26

Gross Interest Revenue
if Receivables had been current $2,921,903 $2,305,718

Interest Revenue included in
Changes in Net Assets $2,681,317 $1,992,602
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(4) Capital Assets and Rental Acquisition Program (RAP)

Capital assets activity for the year ended December 31, 2010, was as follows:

Beginning Ending
Balance Additions Reductions Balance
Non-depreciable capital assets:
Land $ 4,785 $ - $ - $ 4,785
Construction in progress 196 1,250 (684) 762
Total non-depreciable capital assets 4,981 1,250 (684) 5,547
Depreciable capital assets:
Cost:
Computer equipment/software 11,694 722 - 12,416
Furniture and equipment 1,091 53 (149) 995
Rental property - non-building related 2,087 173 (239) 2,021
Buildings and related improvements 27,568 634 (484) 27,718
Total depreciable capital assets 42,440 1,582 (872) 43,150
Less accumulated depreciation:
Computer equipment/sofiware (5,367) (2,204) - (7,571)
Furniture and equipment (408) (139) 149 (398)
Rental property - non-building related (790) (265) 239 (816)
Buildings and related improvements (12,270) (1,165) 264 (13,171)
Total accumulated depreciation (18,835) (3,773) 652 (21,956)
Total depreciable capital assets, net 23,605 (2,191) (220) 21,194
Total capital assets, net $ 28,586 $ (941) $ (904) $ 26,741
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As discussed in Note 1(c), the Authority’s capital assets consist of two components, corporate capital assets and RAP
capital assets. Summary capital assets activity for these two components for the year ended December 31, 2010, was as
follows:

Beginning Ending
Balance Additions Reductions Balance
Corporate activities:
Cost $ 22,344 $ 1,387 $ (228) $ 23,503
Accumulated depreciation (8,696) (2,750) 228 (11,218)
Net 13,648 (1,363) - 12,285
RAP activities:
Cost 25,077 760 (641) 25,196
Accumulated depreciation (10,139) (1,024) 423 (10,740)
Net 14,938 (264) (218) 14,456
Total capital assets, net $ 28,586 $ (1,627) $ (218) $ 26,741

Summary financial information for the Authority’s RAP activities as of December 31, 2010, and for the year then ended is
provided below:

As of December 31, 2010

Property, net of accumulated depreciation $ 14,456
Total assets 18,210
Total liabilities 14,754
Net assets 3,456

For the year ended December 31, 2010

Rental income $ 7,656
Gains on sales of properties -
Gains on sales of capital assets 128
Interest income 7
General operating expenses (5,176)
Depreciation expense (1,024)
Interest expense (1,093)

Operating income $ 498

(5) Short-term Debt

The Authority has agreements with the Federal Home Loan Bank of Topeka (FHLB) for collateralized borrowings in an
amount not to exceed the lending limit internally established by the FHLB, which is 40% of the Authority’s total assets or
$1.5 billion. As of December 31, 2010, the Authority had $87.9 million of short-term debt outstanding with the FHLB.
Borrowings under these agreements are used to support the Authority’s various lending programs, including warehousing of
loans in the General Fund, and activities related to the Authority’s private activity bond volume cap preservation program.
Amounts drawn under the agreements bear interest at the same rates charged by the FHLB to its member banks and are
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collateralized by certain mortgage loans and investments. There are no commitment fees associated with these
agreements.

The Authority also has a revolving, unsecured, commercial bank line of credit agreement for borrowings of up to
$30,000,000. Amounts drawn under the agreement bear interest fixed at 1.75% per annum above the London Interbank
Offered Rate. This line of credit agreement terminates on September 30, 2011. The Authority pays an unused line fee at
the rate of 0.25% per annum, payable in arrears on the first business day after each calendar quarter. The fee is based
upon the amount by which the daily average of the aggregate principal amount of the borrowings outstanding is less than
the line of credit.

Short-term debt activity for the years ended December 31, 2010 and 2009 were as follows:

2010 2009
Beginning Balance $ 73,250 $ 164,985
Additions 4,467,100 8,560,675
Reductions (4,452,450) (8,652,410)
Ending Balance $ 87,900 $ 73,250

(6) Bonds, Notes Payable and Other Liabilities

The Authority issues bonds and notes payable to finance its lending programs. Proceeds from long-term debt of the Single
Family and Multi-Family/Business Funds are used for funding of single-family, multi-family and business loans. Long-term
debt of the General Fund (including notes payable) is used to finance single-family and business loans related to various
private placements, the Authority’s RAP activities and for general corporate purposes. The aggregate principal amounts of
bonds and notes payable outstanding as of December 31, 2010 and 2009, are shown in the table on the following pages.
Interest is payable semi-annually unless otherwise noted. Interest rates on variable debt are reset on a weekly basis by the
remarketing agents.
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Descripton and due date Interest rate (%) 2010 2009
Bonds payable:
General Fund (all General Fund bonds carry the Authority's general obligation pledge):
General Obligation Bonds:
1998 Series A 2011-2017 4.90t0 5.25 - 895
Total General Obligation Bonds - 895
Single Family:
Taxable Mortgage Revenue Bonds: (* principal and interest payable monthly)
2000 Series A* 2011 - 2020 6.91 384 431
2000 Series B* 2011 - 2020 6.68 - 150
2001 Series AP* 2011 - 2021 6.14 1,287 1,415
2001 Series AV* 2011 - 2021 6.63 - 61
2002 Series AP* 2011 - 2022 5.66 - 167
2004 Series A* 2011 - 2024 4.95 1,043 1,083
2004 Series B* 2011 - 2035 4.98 2,337 2,622
2004 Series CV* 2011 - 2035 5.14 1,494 1,618
2005 Series A * 2011 - 2035 5.17 6,252 6,881
2005 Series B* 2011 - 2036 5.32 5,353 5,954
2006 Series A* 2011 - 2036 5.92 6,786 8,312
2007 Series A* 2011 - 2037 5.50 5,704 6,722
Total Single Family 30,640 35,416
Multi-Family/Business Finance:
ACCESS Program Bonds:
1995 Series A 2011-2015 7.67 - 20
Guaranteed Loan Participation Purchase Bonds: (* principal and interest payable monthly)
1999 Series A 2011-2024 5.71 521 565
2000 Series A 2011-2025 6.76 - 145
2003 Series A* 2011-2023 5.00 1,539 1,861
2004 Series A* 2011-2024 4.62 1,995 2,513
2004 Series B* 2011-2024 4.88 5,991 6,236
2005 Series A* 2011-2025 4.81 2,524 2,656
2006 Series A* 2011-2026 5.98 3,158 3,986
2007 Series A* 2011-2027 5.89 3,290 3,555
Total Guaranteed Loan Participation Purchase Bonds 19,018 21,517
Project Loan Participation Purchase Bonds: (* principal and interest payable monthly)
2004 Series AP* 2011-2024 4.90 4,497 4,972
Taxable Rental Project Revenue Bonds: (* principal and interest payable monthly)
2000 Series A 2011-2020 6.15 3,844 3,993
2002 Series AV* 2011-2022 5.55 5,476 5,696
2003 Series AV* 2011-2024 5.19 3,428 3,525
2004 Series A* 2011-2024 4.90 11,483 11,844
Total Taxable Rental Project Revenue Bonds 24,231 25,058
Total Multi-Family/Business Finance 47,746 51,567
Total General Fund 78,386 87,878

Table continued on following page.
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Descripton and due date Interest rate (%) 2010 2009
Single Family Fund:

Single Family Program Senior and Subordinate Bonds:
1997 Series A 2011 - 2028 4.00-7.25 - 250
1997 Series C 2011 - 2028 4.80 - 6.88 - 400
1998 Series A 2011 - 2029 4.60 - 6.60 2,365 2,860
1998 Series B 2011 - 2029 4.50 - 6.55 2,748 3,226
1998 Series C 2011 - 2029 4.50 - 5.63 3,900 4,568
1998 Series D 2011 - 2029 4.25-6.35 3,815 4,435
1999 Series A 2011 - 2030 5.76 - 6.45 4,300 4,960
1999 Series B 2011 - 2030 6.50 - 6.80 1,660 2,425
1999 Series C 2011 - 2031 4.70 - 7.20 3,715 4,635
2000 Series A 2011 - 2031 7.25-7.54 1,730 2,230
2000 Series B 2011 - 2031 5.10 - 7.47 1,905 2,330
2000 Series C 2011 - 2031 5.70 - 8.40 1,355 1,815
2000 Series D 2011 - 2032 5.15-7.43 2,620 3,515
2000 Series E 2011 - 2032 5.15-7.10 1,980 2,485
2001 Series A 2011 - 2032 5.00 - 6.50 4,715 5,580
2001 Series B 2011 - 2033 4.12 - 6.80 5,870 6,795
2001 Series C 2011 - 2033 4.00 - 6.60 7,610 9,405

Total Single Family Program Senior and Subordinate Bonds 50,288 61,914

Single Family Mortgage Bonds:
2001 Series AA 2011 - 2041 Variable & 5.25 111,840 118,340
2002 Series A 2011 - 2032 Variable & 4.80 - 5.65 36,190 50,565
2002 Series B 2011 - 2032 Variable & 4.80 - 5.40 58,400 65,820
2002 Series C 2011 - 2036 Variable & 4.40 - 4.95 67,550 83,125
2003 Series A 2011 - 2032 Variable & 4.75-5.15 33,170 41,630
2003 Series B 2011 - 2033 Variable & 5.00 120,385 127,120
2003 Series C 2011 - 2032 Variable & 5.00 62,765 68,270
2004 Series A 2011 - 2034 Variable & 5.25 72,900 81,110
2004 Series B 2011 - 2034 Variable & 5.25 64,615 68,625
2005 Series A 2011 - 2035 Variable & 5.25 64,890 70,560
2005 Series B 2011 - 2036 Variable & 4.60 - 5.22 124,770 148,090
2006 Series A 2011 - 2036 Variable & 5.00 82,600 87,185
2006 Series B 2011 - 2036 Variable & 5.10 145,495 162,645
2006 Series C 2011 - 2036 Variable & 4.63 125,125 140,810
2007 Series A 2011 - 2037 Variable & 4.80 145,115 158,840
2007 Series B 2011 - 2038 Variable 174,780 193,500
2008 Series A 2011 - 2038 Variable & 5.00 - 5.75 302,420 317,515
2009 Series A 2011 - 2029 2.40 - 5.50 78,900 90,000

Total Single Family Mortgage Bonds 1,871,910 2,073,750

Single Family Program Bonds:
2009 Series AA 2011 Variable 275,210 -

Total Single Family Fund 2,197,408 2,135,664

Table continued on following page.
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Descripton and due date Interest rate (%) 2010 2009

Multi-Family/Business Fund:
Multi-Family Housing Insured - Mortgage Revenue Bonds:

1997 Series A 2011-2038 4.00 - 7.13 1,540 1,580

1997 Series B 2011-2038 3.90-7.25 10,220 10,400

1997 Series C 2011-2039 4.10 - 6.75 20,965 21,000

1998 Series A 2011-2039 5.35-6.70 15,050 15,240

1998 Series B 2011-2040 5.45 - 7.00 6,750 6,780

1999 Series A 2011-2041 3.25-6.65 18,130 18,320

1999 Series B 2011-2041 5.25-5.85 5,135 5,190

1999 Series C 2011-2041 4.55-7.93 5,610 5,650

2002 Series AA 2011-2030 Variable 26,820 28,140

Total Multi-Family Housing Insured - Mortgage Revenue Bonds 110,220 112,300
Multi-Family/Project Bonds: (* principal and interest payable quarterly on some of the bonds)

2000 Series A 2011 - 2032 Variable & 6.15 21,715 29,480

2000 Series B* 2011 - 2042 Variable & 5.90 - 6.10 25,790 26,140

2001 Series A 2011 - 2043 4.50 - 5.65 24,560 25,005

2002 Series A 2011 - 2042 Variable & 4.50 - 5.70 22,585 23,015

2002 Series C 2011 - 2042 Variable & 4.00 - 5.30 111,575 113,985

2003 Series A 2011 - 2033 Variable 38,235 38,795

2004 Series A 2011 - 2045 Variable & 3.15 - 4.80 76,470 77,730

2005 Series A 2011 - 2040 Variable 65,390 66,690

2005 Series B 2011 - 2040 Variable 25,650 25,990

2006 Series A 2011 - 2041 Variable 53,305 53,305

2007 Series B 2011 - 2038 Variable 84,000 87,220

2008 Series A 2011 - 2043 Variable 31,470 32,340

2008 Series B 2011 - 2052 Variable 164,905 165,465

2008 Series C 2011 - 2038 Variable 34,940 35,215

2009 Series A 2011 - 2041 Variable & 1.30 - 5.40 44,605 46,845

Total Multi-Family/Project Bonds 825,195 847,220

Total Multi-Family/Business Fund 935,415 959,520

Total bonds payable 3,211,209 3,183,062

Statement of Net Assets Summary

Current 299,187 18,539
Non current 2,910,329 3,163,551
Bonds payable, net $ 3,209,516 $ 3,182,090
Deferred premiums (3,311) (4,484)
Deferred losses on refunding amounts 5,004 5,456
Bonds payable, gross $ 3,211,209 $ 3,183,062
Current 79 74
Non current 6,173 20,968
Notes payable $ 6,252 $ 21,042
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A breakdown of bonds payable as of December 31, 2010 and 2009, by fixed and variable interest rates follows in the table
below. Certain of the Authority’s variable rate debt has been converted to fixed rate debt by entering into pay fixed/receive
variable rate interest rate swap agreements as further described in Note 8. Such debt is referred to in the table as synthetic
fixed rate debt.

Description 2010 2009
Fixed rate debt $§ 555,879 $ 684,082
Synthetic fixed rate debt 2,088,735 2,196,650
Unhedged variable rate debt 566,595 302,330
Total $ 3,211,209 $ 3,183,062

Included in certain of the bond issues shown in the previous table are capital appreciation term bonds. The principal
amounts of these bonds appreciate based on semiannual compounding of the original principal balances at the interest
rates specified. The appreciated balances of these bonds at maturity, and as reflected in the accompanying Statement of
Net Assets at December 31, 2010 and 2009, are as follows:

Appreciated Balances

Description and due date Interest Rate (%) Maturity 2010 2009
Single Family Program Senior and Subordinate Bonds:
1998 Series B - 2025-2029 5.50 $ 6,053 $ 2,498 $ 2,366
1998 Series C - 2020-2029 5.63 8,313 3,900 4,568

$ 6,398 $ 6,934

Also included in the table of bonds and notes payable outstanding are certain Single-Family and Multi-Family/Project bonds
which carry the Authority’s general obligation pledge. These bonds are presented in the following table as of December 31,
2010 and 2009:

Description 2010 2009
Single Family Program Subordinate Bonds $ 505 $ 770
Single Family Mortgage Bonds, Class I 63,525 77,240
Multi-Family/Project Bonds, Class | 272,145 274,760
Multi-Family/Project Bonds, Class Il 22,625 22,860
Multi-Family/Project Bonds, Class Il 2,040 2,085
Total $ 360,840 $ 377,715
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Bonds, notes payable and other liability activity for the year ended December 31, 2010, was as follows:

Beginning Ending Due Within

Description Balance Additions Reductions Balance One Year
Bonds payable $ 3183062 $ 275210 $ (247,063) $ 3211209 $ 299,345
Unamortized premium/discount 4,484 - (1,173) 3,311 309
Deferred losses on refunding (5,456) - 452 (5,004) (467)
Net bonds payable 3,182,090 275,210 (247,784) 3,209,516 299,187
Notes payable 21,042 125 (14,915) 6,252 79
Arbitrage rebate payable 3,731 (757) (32) 2,942 -
Compensated absences 964 833 (765) 1,032 1,032
Deferred income 3,403 228 (373) 3,258 217
Other liabilities 9,039 14,369 (214) 23,194 9
Total other liabilities 17,137 14,673 (1,384) 30,426 1,258
Total liabilities $ 3220269 § 290,008 $ (264,083) $ 3246194 § 300,524

Bonds and notes payable sinking fund installments and contractual maturities subsequent to December 31, 2010, using
rates in effect as of that date are as follows:

Year Ending General Fund Single Family Multi-Family Notes Payable
December 31, Principal Interest Principal * Interest Principal Interest Principal Interest
2011 $ -3 4,170 $ 289515 $§ 20,830 $ 9,830 $ 11,369 $ 79 § 295
2012 - 4,170 28,220 20,519 10,350 11,125 79 294
2013 - 4170 49,690 20,092 10,900 10,876 80 293
2014 90 4,170 48,665 19,646 12,065 10,638 81 292
2015 181 4,162 59,450 19,189 12,595 10,459 82 291
2016-2020 3,957 20,502 348,609 85,238 85,285 49,244 405 1,444
2021-2025 39,784 15,749 197,118 68,414 88,385 42,173 190 1,429
2026-2030 6,448 8,000 251,249 49,314 133,325 33,726 21 1,423
2031-2035 10,083 7,325 404,335 20,804 169,285 23,863 22 1,422
2036-2040 17,843 893 498,525 3,492 220,725 11,491 1,805 1,099
2041-2045 - - 30,000 40 17,765 2,861 3,408 426
2046-2050 - - - - - 2,226 - -
2051-2052 - - - - 164,905 705 - -
Total $ 78386 $ 73,311 $ 2205376 $ 327,578 $ 935415 §$§ 220,756 $ 6,252 § 8,708

* Includes $8.0 million of future accretion of principal value on capital appreciation bonds.

In late 2009 the U.S. Department of the Treasury announced a plan to assist Housing and Finance Agencies (HFAs) through
a two part initiative: a new bond purchase program to support new lending by HFAs and a temporary credit and liquidity
program to improve the access of HFAs to liquidity for outstanding HFA bonds.

The New Issue Bond Program will provide financing for HFAs to issue new mortgage revenue bonds no later than
December 31, 2011. Pursuant to the New Issuance Bond Program, the Authority issued its Single Family Program Class |
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Bonds in the amount of $275,210,000, which settied on January 12, 2010. Using authority under the Housing and
Economic Recovery Act of 2008 (HERA), Treasury purchased securities of Fannie Mae and Freddie Mac backed by these
mortgage revenue bonds. The bonds initially carry variable interest rates that approximate the investment interest rates
earned from the investment of bond proceeds. The bonds are to be converted to fixed rate bonds by December 31, 2011,
concurrent with the issuance of other mortgage revenue bonds by the Authority or redeemed no later than February 1, 2012.

The Temporary Credit and Liquidity Program will allow Fannie Mae and Freddie Mac to provide replacement credit and
liquidity facilities available to HFAs. The Treasury will backstop the Government Sponsored Entity replacement credit and
liquidity facilities for the HFAs by purchasing an interest in them using HERA authority. The liquidity program expires
December 31, 2012. Pursuant to the Temporary Credit and Liquidity Program, the Authority utilized $903,685,000 of
replacement credit and liquidity facilities of which $814,085,000 is outstanding as of December 31, 2010. The Authority
plans to replace the TCLP facility with liquidity provided by other banks or convert the underlying variable rate bonds to fixed
rate bonds by December 31, 2012.

The HFA initiative was developed by Treasury with input from state HFAs and reflects the commitment the Treasury has in
HFA lending practices. It is designed to be temporary in nature and will be available to help bridge the transition period as
HFAs resume their activities after experiencing a number of challenges in the course of the financial and housing downturn.

(7) Conduit Debt Obligation

The Authority has issued certain conduit bonds, the proceeds of which were made available to various developers and
corporations for rental housing and commercial purposes. The bonds are payable solely from amounts received by the
trustees from the revenue earned by the developers and corporations. Loan and corresponding debt service payments are
generally guaranteed by irrevocable direct-pay letters of credit, or other credit enhancement arrangements. The faith and
credit of the Authority is not pledged for the payment of the principal or interest on the bonds. Accordingly, these obligations
are excluded from the Authority's financial statements.

As of December 31, 2010, there were 67 series of bonds outstanding, with an aggregate principal amount outstanding of
$412,413,000.

(8) Derivative Instruments

In 2010, the Authority adopted Governmental Accounting Standards Board Statement (“GASB”) No. 53, Accounting and
Financial Reporting for Derivative Instruments. GASB 53 requires the reporting of derivative instruments at fair value. This
required a retroactive implementation, which is detailed in footnote number 16. The Authority’s interest rate swaps, which
were primarily used to hedge changes in cash flows, are considered to be cash flow derivative instruments under GASB 53,
with the exception of Single Family Swap 2001-AA which is considered to be an investment derivative instrument. The fair
value of all derivatives is reported on the Statement of Net Assets as a hedging liability at the end of the year. If the interest
rate hedge is considered ineffective, an investment derivative, the change in fair value is reported on the Statement of
Revenues, Expenses and Changes in Net Assets. The annual changes in the fair value of effective hedging derivative
instruments are reported as deferred inflows and outflows, as appropriate, on the Statement of Net Assets.

The fair values take into consideration the prevailing interest rate environment and the specific terms and conditions of each
swap. All fair values were estimated using the zero-coupon discounting method. This method calculates the future
payments required by the swap, assuming that the current forward rates implied by the yield curve are the market's best
estimate of future spot interest rates. These payments are then discounted using the spot rates implied by the current yield
curve for hypothetical zero—coupon rate bonds due on the date of each future net settlement payment on the swaps.
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Swaps Transactions - The Authority has entered into pay-fixed, receive-variable interest rate swaps in order to (1) provide
lower cost fixed rate financing for its production needs through synthetic fixed rate structures; and (2) utilize synthetic fixed
rate structures with refunding bonds in order to generate cash flow savings.

Summary of Swap Transactions - The key terms, including the fair values and counterparty credit ratings of the
outstanding swaps as of December 31, 2010, are shown in the table below. The notional amounts of the swaps
approximate the principal amounts of the associated debt. Except as discussed under amortization risk below, the
authority’s swap agreements contain scheduled reductions to outstanding notional amounts that are expected to
approximately follow scheduled or anticipated reductions in the associated bonds payable.
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Outstanding Swaps at December 31, 2010:

Current Fixed Optional Optional Counterparty
Associated Notional  Effective Termination Rate Variable Rate Embedded Termination Termination Rating Changes in Fair Value Fair
Bond Issue Amount Date Date Paid Received * Options Date, at Par Amount Moody's/S&P _Classification Amount Value *
Up to:
1) 117112015 1) 7,500
2) 11/11/2017 2) 15,000
2001-AA *** $ 30,000 12/01/09 11/01/38 4.4850% Trigger, SIFMA +.05% or 68% LIBOR o 3) 11/1/2019 3) allremaining  Aa3/AA-  Hedging Activity Loss (273) ' $ (3,155)
2001-AA2 **** 46,840 12/04/08 05/01/31 4.6000% Trigger, SIFMA +.05% or 68% LIBOR Aal3/AA- Interest on debt (622) (9,598)
Deferred Outow 2,129
2001-AA1 15,340 12/02/08 05/01/18 5.5260% Trigger, SIFMA +.05% or 68% LIBOR Aa3/AA- Interest on debt (77) (3,114)
Deferred Outflow 306
2002-A3 **** 18,490 12/04/08 11/01/21 4.7490% Trigger, SIFMA +.05% or 68% LIBOR AaB/AA- Interest on debt (332) (2,870)
Deferred Outfow 640
2002-B3 **** 39,375 12/04/08 11/01/21 4.5060% Trigger, SIFMA +.05% or 68% LIBOR Aal/AA- Interest on debt (605) (5,830)
Deferred Outow 1,443
2002-C3 *** 40,000 12/04/08 05/01/22 4.4220% Trigger, SIFMA +.15% or 68% LIBOR Aal3/AA- Interest on debt (534) (5,961)
Deferred Outflow 1,578
2003-A2 *** 20,000 12/02/08 11/01/21 4.1600% Trigger, SIFMA +.05% or 68% LIBOR Aa3/AA- Interest on debt (239) (2,634)
Deferred Outflow 737
2003-B1 **** 34,135 12/02/08 11/01/26 4.8510% LIBOR +.05% - 05/01/15 27,305 AaB3/AA- Interest on debt (245) (2,729)
Deferred Outflow 1,655
2003-B-2 24,565 10/29/08 05/01/28 4.9380% LIBOR +.05% e 11/1/2018  allremaining Aat/AA- Deferred Outflow 429 (2,171)
2003-B3 **** 60,000 12/02/08 11/01/26 4.3840% Trigger, SIFMA +.15% or 68% LIBOR e 05/01/15 43,170 Aal3/AA- Interest on debt (484) (5,787)
Deferred Outow 1,070
2003-C1 10,230 12/03/03 05/01/12 4.0330% Bayerische +.05% A1NR Deferred Outow (344) (308)
2003-C2 **** 40,000 12/02/08 11/01/26 4.5950% Trigger, SIFMA +.15% or 68% LIBOR - 05/01/15 28,780 Aa3/AA- Interest on debt (369) (4,230)
Deferred Outflow 669
2004-A1 8,155 09/01/04 05/01/12 4.4600% Bayerische +.05% A1NR Deferred Outflow (321) (273)
2004-A2 50,000 07/28/04 11/01/26 4.3685% Trigger, SIFMA +.15% or 68% LIBOR e 05/01/15 35,970 A3/A- Deferred Outflow 576 (4,869)
2004-B1 6,710 12/01/04 05/01/12 4.0520% LIBOR +.05% Aa3/A+ Deferred Outflow (226) (197)
2004-B2 40,000 11/01/04 11/01/26 4.1220% Trigger, SIFMA +.15% or 68% LIBOR e 05/01/15 28,780 A3/A- Deferred Outflow 552 (3,388)
2005-A1 11,600 05/01/05 05/01/13 4.3555% LIBOR +.05% Aa3/A+ Deferred Outflow (259) (548)
2005-A2 40,000 03/16/05 11/01/27 4.0710% Trigger, SIFMA +.15% or 68% LIBOR e 05/01/15 32,290 A3/A- Deferred Outflow 455 (3,320)
2005-B2 80,000 07/20/05 05/01/34 4.1693% Trigger, SIFMA +.15% or 68% LIBOR e 05/01/15 48,650 A3/A- Deferred Outow (181) (6,743)
2006-A1 7,150 03/01/06 11/01/13 5.1610% LIBOR +.05% Aal/AA- Deferred Outflow (186) (467)
2006-A3 40,000 01/18/06 11/01/36 4.3129% Trigger, SIFMA +.15% or 68% LIBOR - 05/01/19 37,810 Aa3/A+ Deferred Outflow 766 (4,634)
2006-B1 30,540 11/01/06 11/01/14 5.6685% LIBOR +.05% Aat/AA- Deferred Outflow (655) (2,664)
2006-B2 49,325 07/26/06 11/01/34 4.1951% Trigger, SIFMA +.05% or 68% LIBOR e 05/01/19 16,700 Aa3/A+ Deferred Outflow 962 (5,827)
2006-B3 62,945 07/26/06 11/01/36 4.5445% Trigger, SIFMA +.15% or 68% LIBOR o 05/01/19 59,190 Aa3/A+ Deferred Outflow 1111 (8,656)
2006-C1 30,525 01/02/07 11/01/14 5.3143% LIBOR +.05% Aal/AA- Deferred Outflow (535) (2,455)
2006-C2 14,140 12/20/06 05/01/16 4.2884% Trigger, SIFMA +.05% or 68% LIBOR e 05/01/12 7,050 Aa3/A+ Deferred Outflow (52) (1,134)
2006-C2 10,605 12/20/06 11/01/16 4.2884% Trigger, SIFMA +.05% or 68% LIBOR e 11/01112 5,300 Aal3/A+ Deferred Outfow " (949)
2006-C2 10,605 12/20/06 11/01/17 4.2884% Trigger, SIFMA +.05% or 68% LIBOR - 11/01/13 5,300 Aa3/A+ Deferred Outflow 1M1 (1,116)
2006-C2 35,350 12/20/06 11/01/34 4.2884% Trigger, SIFMA +.05% or 68% LIBOR - 11/01/119 21,210 Aa3/A+ Deferred Outflow 857 (4,217)
2007A-1 41,370 6/1/2007 05/01/15 5.1911% LIBOR +.05% Aat/AA- Deferred Outflow (487) (3,444)
2007A-2 70,000 5/9/2007 11/01/37 4.1530% Trigger, SIFMA +.15% or 68% LIBOR e 5/1/2019 62,910 Aa3/A+ Deferred Outflow 1,391 (7,072)
2007B-1 70,380  11/1/2007 11/01/26 5.5800% Libor +0.05% e 117112017 24,610 Aal/AA- Deferred Outflow 91 (8,152)
2007B-2 50,000 10/18/2007 05/01/38 4.5075% Trigger, SIFMA +.15% or 68% LIBOR e 5/1/2019 46,545 Aa3/A+ Deferred Outflow 648 (6,453)
Up to:
1) 117112013 1) 125500
2) 11/1/2015 2) 25,000
2007B-3 **** 50,000 12/02/08 05/01/38 4.4050% Trigger, SIFMA +.15% or 68% LIBOR e 3) 11172017 3) 50,000  Aa3/AA- Interest on debt (114) (3,813)
Deferred Outow 414
Up to:
1) 5/1/2014 1) 20,000
2) 5/1/2016 2) 40,000
2008A-3 80,000 6/4/2008 5/1/2038 4.4140% Trigger, SIFMA +.05% or 68% LIBOR e 3) 5/1/2018 3) 80,000 A3/A- Deferred Outflow 482 (6,601)
Up to:
1) 11/1/2011 1) 14,260
2) 11/1/2013 2) 27,440
3) 11/1/2016 3) 38,340
2008A-1 58,080 6/4/2008 05/01/38 5.4450% LIBOR +.05% e 4) 11/1/2018 4) allremaining  Aa1/AA- Deferred Outow 2,966 (4,990)
2008A-2 94,815 6/4/2008  11/1/2027 4.5960% LIBOR +.05% e 5/1/2018 __ all remaining A1/A+ Deferred Outflow 2,076 (6,943)
Total 1,421,270 (147,312)

Table continued on following page.
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Current Fixed Optional Optional Counterparty
Associated Notional  Effective Termination Rate Variable Rate Terminati Terminati Rating Changes in Fair Value Fair
Bond Issue Amount Date Date Paid Received * Options Date, at Par Amount Moody's/S&P _ Classification Amount Value **
Multi-Family/Business:
2000-A1 **** 12,750  11/21/08 10/01/20 5.2350% SIFMA + .05 Aa3/AA- Interest on debt (79) (2,336)
Deferred Outflow 287
2000-A2 **** 8,965 11/21/08 04/01/15 5.8000% SIFMA + .05 Aa3/AA- Interest on debt (171) (937)
Deferred Infow (38)
2000-B1 5,475 10/19/00 07/01/20 7.3900% Citigroup 3 month +.25% A2/A Deferred Outfow 86 (1,261)
2002-A1 *** 9,410 11/21/08 10/01/22 5.1000% SIFMA + .15 Aa3/AA- Intereston debt (42) (1,546)
Deferred Outflow 176
2002AA **** 26,820 11/21/08 10/01/23 6.0350% SIFMA + .05 Aa3/AA- Interest on debt (335) (6,050)
Deferred Outow 388
2002-C2 **** 70,715 11/21/08 10/01/32 5.1240% Trigger, SIFMA +.15% or 68% LIBOR e 04/01/18 59,340 Aa3/AA- Interest on debt (567) (11,693)
Deferred Outflow 1,515
2002-C4 **** 31,960 11/21/08 10/01/32 5.0440% Trigger, SIFMA +.05% or 68% LIBOR e 04/01/18 26,785 Aa3/AA- Interest on debt (254) (5,341)
Deferred Outflow 976
2003-A1 *** 19,725 12/03/08 04/01/26 4.5550% LIBOR +.05% i 10/01/09 16,576 Aa3/AA- Interest on debt 5 (310)
Deferred Outflow 271
2004-A1 42,515 11/01/04 10/01/25 5.5281% LIBOR +.05% e 10/01/14 all remaining A3/A- Deferred Outflow 1,428 (4,552)
2004-A1 **** 10,000 05/29/09 05/01/13 5.3640% LIBOR Aal/AA- Interest on debt (191) (1,036)
Deferred Outflow 194
2004-A2 10,785 09/22/04 04/01/45 4.8840% SIFMA +.15% e 10/01/19 all remaining A3/A- Deferred Outflow 21 (1,138)
2005-A1 (A) 4,845 08/01/05 10/01/35 5.8200% LIBOR +.05% e 04/01/15 all remaining A3/A- Deferred Outfow 238 (560)
2005-A1 (B) 3,070  08/01/05 10/01/20 5.2050% LIBOR +.05% A3/A- Deferred Outflow 148 (469)
2005-A1 (C) 10,120 08/01/05 10/01/25 5.7120% LIBOR +.05% e 04/01/15 all remaining A3/A- Deferred Outfow 384 (1,100)
2005-A1 (D) 3,795 08/01/05 10/01/25 5.5730% LIBOR +.05% e 10/01/11 all remaining A3/A- Deferred Outfow (35) (129)
2005-A2 18,660 07/01/05 04/01/36 4.2850% SIFMA +.05% e 04/01/15 all remaining A3/A- Deferred Outflow 279 (1,322)
2005-A3 (A) 6,390 04/13/05 04/01/40 4.6560% SIFMA +.15% e 10/01/20 all remaining A3/A- Deferred Outfow 95 (694)
2005-A3 (B) 6,285  10/01/05 04/01/32 4.4800% SIFMA +.15% e 04/01/15  all remaining A3/A- Deferred Outflow 99 (429)
2005-B1 13,620 03/01/06 04/01/36 5.2350% LIBOR +.05% e 10/01/15 11,125 Aa3/A+ Deferred Outfow 675 (1,453)
2005-B2 (A) 3,535 01/02/06 10/01/40 4.7350% SIFMA +.15% e 10/01/15 3,305 Aa3/A+ Deferred Outfow 46 (227)
2005-B2 (B) 5,940 09/01/06 10/01/38 4.5270% SIFMA +.15% e 10/01/21 4,520 Aa3/A+ Deferred Outflow 90 (569)
Up to:
1) 10/1/2011 1) 2,840
2006A-1 **** 34,455 12/03/08 04/01/27 5.7100% LIBOR +.05% e 2) 10/1/2016 2) 12,305 Aa3/AA- Interest on debt (546) (5,190)
Deferred Outflow 1,313
2006A-1 11,425 12/01/06 10/01/36 5.3420% LIBOR +.05% e 04/01/21 8,040 Aa3/A+ Deferred Outflow 632 (1,583)
Up to:
1) 10/1/2012 1) 6,920
2) 10/1/2017 2) 19,460
2007B-1 **** 37,105  12/3/2008 04/01/38 5.6400% LIBOR +.05% e 3) 4/01/2022 3) 16,925 Aal3/AA- Interest on debt (428) (5,357)
Deferred Outflow 1,463
2007B-1 7,605 10/01/07 04/01/28 5.2200% LIBOR +.05% e 04/01/28 6,190 Aa3/A+ Deferred Outfow 366 (927)
2007B-2 **** 2,740 12/03/08 10/01/36 4.2870% SIFMA +.15% e 10/1/2017 2,040 Aa3/AA- Interest on debt (8) (202)
Deferred Outow 49
2007B-2 **** 2,080 12/03/08 04/01/38 4.5350% SIFMA +.15% e 10/2/2017 1,780 Aal3/AA- Interest on debt (3) (145)
Deferred Outflow 29
2007B-2 **** 4,810 12/03/08 04/01/38 4.4700% SIFMA +.15% e 10/2/2017 4,395 Aa3/AA- Interest on debt (11) (372)
Deferred Outflow 89
2007B-2 *** 4,790 12/03/08 04/01/28 4.6510% SIFMA +.15% e 4/1/2023 3,835 Aa3/AA- Interest on debt (28) (544)
Deferred Outflow 56
2007B-3 **** 2,535 12/03/08 10/01/37 4.2970% SIFMA +.05% e 10/1/2017 2,065 Aa3/AA- Interest on debt (5) (175)
Deferred Outflow 61
2007B-3 **** 4,775 12/03/08 10/01/19 4.0967% SIFMA +.05% e 10/1/2014 4,430 Aa3/AA- Intereston debt (15) (278)
Deferred Outow 38
2007B-3 **** 2,295 12/03/08 04/01/38 4.8805% SIFMA +.05% e 10/1/2017 2,205 Aa3/AA- Interest on debt (5) (215)
Deferred Outflow 28
Up to:
1) 4/1/12018 1) 3,070
2008A1 **** 15,730 12/03/08 04/01/29 5.1300% LIBOR +.05% e 2) 4/1/2019 2) all remaining Aa3/AA- Interest on debt (162) (1,834)
Deferred Outow 419
2008A2 **** 7,780 12/03/08 04/01/43 4.5400% SIFMA +.15% e 04/01/19 6,340 Aa3/AA- Interest on debt (7) (480)
Deferred Outflow 40

Table continued on following page.
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Current Fixed Optional Optional Counterparty
Associated Notional  Effective Termination Rate Variable Rate Terminati Terminati Rating Changes in Fair Value Fair
Bond Issue Amount Date Date Paid Received * Options Date, at Par Amount Moody's/S&P___ Classification Amount Value *
Multi-Family/Business:
2008B (a) *** 117,370 12/03/08 10/01/44 5.1722% LIBOR Aa1/AA- Intereston debt (1,196) (21,958)
Deferred Outflow 8,835
2008B (b) *** 46,715 12/03/08 03/01/47 5.2071% LIBOR Aal/AA- Interest on debt (456) (9,515)
Deferred Outow 3,764
2008C3 **** 7,820 12/03/08 10/01/38 4.3400% SIFMA +.05% e 4/1/2019 6,500 Aa3/AA- Interest on debt (14) (580)
Deferred Outfiow 139
Up to:
1) 10/1/2014 1) 13,580
2009A1 **** 32,055 06/24/09 10/01/41 4.7900% SIFMA +.05% e 2) 4/1/2024 2) all remaining Aa3/AA- Interest on debt (104) (3,552)
Deferred Outflow 433
Total 667,465 (96,059)
Total $2,088,735 $  (243371)

(*) SIFMA is the Securities Industry Financial Markets Association Municipal Swap Index. LIBOR is the London Interbank Offered Rate.

(**) All fair values have been calculated using the mark-to-market or par value method and include the valuation of any related embedded option.
(***) Par optional termination right

(****) Swaps for which cash premiums were received. The outstanding unamortized balance is reflected on the Statement of Net Assets.

Risk Disclosure

Credit Risk: All of the Authority’s swaps rely upon the performance of the third parties who serve as swap counterparties,
and as a result the Authority is exposed to credit risk - i.e., the risk that a swap counterparty fails to perform according to its
contractual obligations. The appropriate measurement of this risk at the reporting date is the fair value of the swaps, as
shown in the column labeled “Fair Value” in the table on pages 35 and 36. The Authority is exposed to credit risk in the
amount of any positive net fair value exposure to each counterparty. As of December 31, 2010, the Authority was exposed
to no credit risk to any of its counterparties. To mitigate credit risk, the Authority maintains strict credit standards for swap
counterparties. All swap counterparties must be rated in the Aa/AA or higher category by either Moody's Investors Service
(Moody’s) or Standard & Poor’s (S&P), respectively, at the time the contract is executed.

At December 31, 2010, the Authority had executed 75 swap transactions with nine counterparties with concentrations and
ratings (Standard and Poor’s/ Moody’s Investors Service) as shown in the following table:

Swap Counterparty Rating
Count Notional Amount Concentration (Moody's / S & Ps)

1 94,815 4.5% Al/A+

2 18,385 0.9% A1/NR

1 5,475 0.3% A2/A

10 436,695 20.9% Aal/AA-

16 403,405 19.3% Aa3/A+

31 733,495 35.1% Aa3/AA-

14 396,465 19.0% A3*/A-

75 2,088,735 100.0%

(*) Subsequent to December 31, 2010, Moody’s dropped its rating from A3 to Baa1.

Interest Rate Risk: The Authority is exposed to interest rate risk in that as the variable rates on the swaps agreements
decrease the Authority’s net payment on the swap agreement could increase.

Basis Risk: The Authority is exposed to basis risk when the variable interest rate paid to the holders of its variable rate
demand obligations (VRDO’s) is not equivalent to the variable interest rate received from its counterparties on the related
swap agreements. When exposed to basis risk, the net interest expense incurred on the combination of the swap
agreement and the associated variable rate debt may be higher or lower than anticipated.
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The Authority’s tax-exempt variable-rate bond interest payments are substantially equivalent to the Securities Industry and
Financial Markets Association Municipal Swap Index (SIFMA) rate (plus a trading spread). Certain tax-exempt swaps, as
indicated in the table below, contain a trigger feature in which the Authority receives a rate indexed on SIFMA should LIBOR
be less than a predetermined level (the trigger level), or a rate pegged at a percentage of LIBOR should LIBOR be equal to
or greater than the predetermined trigger level. For these swaps, the Authority would be negatively exposed to basis risk
during the time period it is receiving the rate based on a percentage of LIBOR should the relationship between LIBOR and
SIFMA converge.

The Authority’s taxable variable-rate bond interest payments are substantially equivalent to LIBOR (plus a trading spread).
The Authority is receiving LIBOR (plus a trading spread) or LIBOR flat for all of its taxable swaps and therefore is only
exposed to basis risk to the extent that the Authority’s bonds diverge from their historic trading relationship with LIBOR.

Termination Risk: The Authority’s swap agreements do not contain any out-of-the-ordinary termination events that would
expose it to significant termination risk. In keeping with market standards, the Authority or the counterparty may terminate
each swap if the other party fails to perform under the terms of the contract. In addition, the swap documents allow either
party to terminate in the event of a significant loss of creditworthiness. |If at the time of the termination a swap has a
negative value, the Authority would be liable to the counterparty for a payment equal to the fair value of such swap.

There are certain termination provisions relevant to the Authority’s counterparties operating as special purpose vehicles
(SPV) with a terminating structure. In the case of certain events, including the credit downgrade of the SPV or the failure of
the parent company to maintain certain collateral levels, the SPV would be required to wind up its business and terminate all
of its outstanding transactions with all clients, including the Authority. All such terminations would be at mid-market pricing.
In the event of such termination, the Authority would be exposed to the risk of market re-entry and the cost differential
between the mid-market termination and the offered price upon re-entry.

Rollover Risk: The Authority is exposed to rollover risk only on swaps that mature or may be terminated at the
counterparty’s option prior to the maturity of the associated debt. As of December 31, 2010, the Authority is not exposed to
rollover risk.

Amortization Risk: The Authority is exposed to amortization risk in the event that the swap amortization schedules fail to
match the actual amortization of the underlying bonds as a result of loan prepayments which significantly deviate from
expectations. If prepayments are significantly higher than anticipated, the Authority would have the option of reinvesting or
recycling the prepayments, or calling unhedged bonds. Alternatively, if the Authority chose to call bonds associated with the
swap, the Authority could elect an early termination of the related portions of the swap at a potential cost to the Authority. If
prepayments are significantly lower than anticipated and the associated bonds remained outstanding longer than the
relevant portion of the swap, the Authority could experience an increase in its exposure to unhedged variable rate bonds.
Alternatively, the Authority could choose to enter into a new swap or an extension of the existing swap. If interest rates are
higher at the time of entering into a new swap or swap extension, such action would result in an increased cost to the
Authority.

Collateral Requirements: The Authority is subject to a contingency feature that would require the Authority to post collateral
on swap agreements if the Class | obligations credit rating falls to a Moody’s A1, or equivalent ratings by Standards and
Poor’s, and Fitch and is greater than the established thresholds. As of December 31, 2010, all agreements are rated higher
than the Moody’s A1 and do not require collateral.
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Swap Payments and Associated Debt - Using interest rates as of December 31, 2010, debt service requirements of the
Authority’s outstanding variable-rate debt and net swap payments are as follows. As rates vary, variable rate interest rate
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payments on the bonds and net swap payments will change.

Year Ending
December 31, Principal Interest Swaps, Net Total
2011 $107,035 $6,568 $90,357 $203,960
2012 104,985 6,240 85,421 196,646
2013 114,345 5,892 80,433 200,670
2014 108,635 5,548 75,334 189,517
2015 95,620 5,206 70,454 171,280
2016-2020 482,740 21,074 285,917 789,731
2021-2025 344,535 14,578 198,702 557,815
2026-2030 273,800 9,500 128,473 411,773
2031-2035 273,100 5,148 71,228 349,476
2036-2040 127,860 1,505 24,063 153,428
2041-2045 45,555 439 7,736 53,730
2046-2047 10,525 36 661 11,222
Total $2,088,735 $81,734 $1,118,779 $3,289,248

Forward Sales Contracts - The Authority has entered into forward sales contracts for the delivery of Ginnie Mae securities
in order to lock in the sales price for the securitization of certain taxable single-family loans. The contracts hedge changes in
interest rates between the time of the loan reservations and the securitization of such loans into Ginnie Mae securities. The
outstanding forward contracts, summarized by counterparty as of December 31, 2010, are shown in the table below.

Original 12/31/10 Counterparty
Count Par Exposure Premium Premium Fair Value Rating
8 $ 5,500 33.4% $ 5806 $ 5706 $ (100) ANR
2 1,500 9.1% 1,581 1,574 (7) A+/Aa3
13 9,000 54.5% 9,479 9,383 (96) AA/Aa2
1 500 3.0% 524 527 3 NR
24 $ 16,500 100.0% $ 17,390 $ 17,190 $ (200)
(9) Debt Refundings

On June 24, 2009, the Authority issued its Multi-Family/Project Bonds 2009 Series A, in the aggregate principal amount of
$47,435,000. Proceeds of the bonds were used to refund a portion of its outstanding Multi-Family/Project Bonds 2006
Series A in the amount of $44,380,000. The refunding resulted in a decrease in the aggregate debt service requirement of
approximately $15,754,000, based on the change in variable interest rates at the time of refunding, and an approximate
economic gain to the Authority of $8,669,000. In accordance with GASB Statement No. 23, Accounting and Financial
Reporting for Refundings of Debt Reported by Proprietary Activities, $736,000 was deferred and is being amortized over the
estimated life of the old debt. There were no debt refundings in 2010.

Economic gain or loss is calculated as the difference between the present value of the old debt service requirements and the
present value of the new debt service requirements less related upfront costs of issuance, bond call premiums and bond
insurance premiums, discounted at the effective interest rate.

In prior years, the Authority defeased certain bonds by placing the proceeds of new bonds in an irrevocable trust to provide
for all future debt service payments on the bonds. Accordingly, the trust account assets and the liability for the defeased
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bonds are not included in the Authority’s financial statements. On December 31, 2010, $58.9 million of bonds outstanding
are considered defeased.

(10) Restricted Net Assets

The amounts restricted for the Single-Family Fund and the Multi-Family/Business Fund are for the payment of principal,
redemption premium, if any, or interest on all outstanding single-family and multi-family/business bond issues, in the event
that no other monies are legally available for such payments. The Board may withdraw all or part of this restricted balance if
(1) updated cash flow projections indicate that adequate resources will exist after any withdrawal to service the outstanding
debt, subject to approval by the bond trustee; (2) the Authority determines that such monies are needed for the
implementation or maintenance of any duly adopted program of the Authority; and (3) no default exists in the payment of the
principal, redemption premium, if any, or interest on such bonds.

Assets of the Single-Family and Multi-Family/Business Funds are pledged for payment of principal and interest on the
applicable bonds. In addition, certain assets are further restricted by bond resolutions for payment of interest on and/or
principal of bonds in the event that the related debt service funds and other available monies are insufficient. Such assets
are segregated within the Single-Family and Multi-Family/Business Funds and are held in cash, loans receivable or
investments. At December 31, 2010, these assets were at least equal to the amounts required to be restricted.

The Authority’s Board of Directors (the “Board”) has designated certain amounts of the unrestricted net assets of the
General Fund as of December 31, 2010, for various purposes, as indicated in the following table. These designations of net
assets are not binding, and can be changed by the Board.

General Fund Unrestricted Net Assets as December 31, 2010:

Appropriations for loan programs:

Housing Opportunity loans $ 32,563
Housing loans 298
Business finance loans 24,613
Total appropriations 57,474
Designations:
General obligation bonds 26,063
Unrealized appreciation of investments 412
General operating and working capital 37,334
Single and multi-family bonds 9,943
Total designations 73,752
Total General Fund unrestricted net assets $ 131,226

(11) Interfund Receivables, Payables and Transfers

The outstanding balances between funds result mainly from the processing of loan payments which are initially received by
the General Fund and then transferred to the Single-Family Fund and Multi-Family/Business Fund on a month lag basis. Al
interfund payables are expected to be paid within one year.

The Authority makes transfers between funds primarily for the purpose of (1) making initial contributions from the General
Fund to new bond series to cover bond issuance costs and (2) transferring amounts to the General Fund that are no longer
restricted by bond resolutions or indentures.
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The balances of interfund receivables, payables and transfers as of December 31, 2010, are as follows:

Fund Due From DueTo Transfers In - Transfers Out Net

General $ 43789 § - $ 17724 $ 15488 $ 2,236
Single Family - 29,155 620 3,485 (2,865)
Multi-Family/Business - 14,634 698 69 629
Total $ 43789 § 43789 $ 19042 $ 19,042 § -

(12) Retirement Plans

The Authority contributes to the Local Government Division Trust fund (Trust) a cost-sharing multiple-employer public
defined benefit plan administered by the Public Employees’ Retirement Association of Colorado (PERA). The Trust provides
retirement, disability and death benefits for members or their beneficiaries. Generally, all employees of the Authority are
members of the Trust.

The Authority contributes to the Health Care Trust Fund (Health Fund), a cost-sharing multiple-employer postemployment
health care plan administered by PERA. The Health Fund provides a health care premium subsidy to PERA participating
benefit recipients and their eligible beneficiaries.

Colorado Revised Statutes assign the authority to establish Trust and Health Fund benefit provisions to the State
Legislature. PERA issues a publicly available annual financial report that includes financial statements and required
supplementary information for the Trust and the Health Fund. That report may be obtained by writing to PERA at P.O. Box

5800, Denver, Colorado 80217-5800, by calling PERA at 303-832-9550 or 1-800-759-PERA (7372) or from PERA’s web site

at www.copera.org.

Plan members and the Authority are required to contribute to the Trust at rates set by Colorado Statutes. A portion of the
Authority’s contribution is allocated for the Health Fund. Member contributions to the Health Fund are not required.

The contribution rate for members and the Authority’s contributions to the Trust and Health Fund, which equaled the
Authority’s required contributions for each year, were as follows:

2010 2009
Contribution rate of covered salary:
Members 8.00% 8.00%
Authority:
Trust 12.68% 11.78%
Health Fund 1.02% 1.02%
Total Authority contribution rate 13.70% 12.80%
Contributions by the Authority:
Trust $ 1,548 $ 1,400
Health Fund 117 121
Total Authority contributions $ 1,665 $ 1,521
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An additional benefit offered to eligible Authority employees through PERA is a Voluntary Investment Program, established
under Section 401(k) of the Internal Revenue Code. Participants invest a percentage of their annual gross salaries up to the
annual IRS limit of their gross salaries. The Authority contributes 1% of each participating employee’s salary as part of the
401(k) match and, in addition to the 1% contribution, the Authority matches half of the employee’s 401(k) contribution up to
5% of the participating employee’s gross salary. The Authority’s match is a maximum of 3.5%, which includes the 1%
contribution.  Contributions by the Authority for the years ended December 31, 2010 and 2009 were $370,000 and
$360,000, respectively. Contributions by participating employees for the years ended December 31, 2010 and 2009 were
$860,000 and $821,000, respectively.

Included in bonds and notes payable are bonds payable to PERA of $28,007,000 at December 31, 2010, that carry the
Authority’s general obligation pledge.

(13) Risk Management

The Authority has a risk management program under which the various risks of loss associated with its business operations
are identified and managed. The risk management techniques utilized include a combination of standard policies and
procedures and purchased insurance. Commercial general liability, property losses, business automobile liability, workers’
compensation and public officials’ liability are all managed through purchased insurance. There were no significant
reductions or changes in insurance coverage from the prior year. Settled claims did not exceed insurance coverage in any
of the past three fiscal years.

(14) Related-Party Transactions

In 2010, the Authority entered into a transaction with Warren Village Inc., Colorado, the Chairman of the Board of Directors
of which is a member of the Authority’s Executive Team. Using funds granted under the Tax Credit Exchange Program of
the American Recovery and Reinvestment Act of 2009, the Authority made a $1.1 million grant to the Warren Village. This
transaction was made in the normal course of business under terms and conditions similar to other transactions with
unrelated parties.

During 2009, the Authority entered into a transaction with the Housing Authority of the City of Loveland, Colorado, the
Executive Director of which is a member of the Authority's Board. Using funds granted under the Tax Credit Exchange
Program of the American Recovery and Reinvestment Act of 2009, the Authority made a $2.6 million grant to the Loveland
Housing Authority. This transaction was made in the normal course of business under terms and conditions similar to other
transactions with unrelated parties.

(15) Commitments and Contingencies

The Authority had outstanding commitments to make or acquire single-family and multi-family/business loans of
$62,725,000 and $16,954,000 respectively, as of December 31, 2010.

There are a limited number of claims or suits pending against the Authority arising in the Authority’s ordinary course of
business. In the opinion of the Authority’s management and counsel, any losses that might result from these claims and
suits are either covered by insurance or, to the extent not covered by insurance, would not have a material adverse effect on
the Authority’s financial position, except for the ADR claim discussed below.

The Authority has received a Derivatives ADR Notice (ADR) from Lehman Brothers Financial Products, Inc. and Lehman
Brothers Special Financing, Inc. (Debtors) in connection with the termination of certain derivative contracts (Lehman
Swaps). An Alternative Dispute Resolution Procedures Order for Affirmative Claims of Debtors under Derivatives Contracts
dated September 17, 2009 (Procedures Order) of the United States Bankruptcy Court for the case involving the Debtors
prohibits the Authority from disclosing any statements or arguments made or positions taken by the Debtors or the Authority
during any part of the alternative dispute resolution process.
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Since its receipt of the ADR notice, the Authority has been engaged in the ADR process concerning the Lehman Swaps.
Losses resulting from the resolution of the Debtors’ claims could have a material adverse effect on the Authority’s financial
position. A contingency reserve in the amount of $35 million has been established based on a reasonable estimate by the
Authority of the ultimate resolution of the claim by the Debtors. However, the Debtors’ original settlement demanded
exceeded the amount of the contingency reserve, and there can be no assurance that the ultimate resolution will not involve
a greater amount than the contingency reserve.

The Authority participates in the Government National Mortgage Association (Ginnie Mae) Mortgage-Backed Securities
(MBS) Programs. Through the MBS Programs, Ginnie Mae guarantees securities that are issued by the Authority and
backed by pools of mortgage loans. If a borrower fails to make a timely payment on a mortgage loan, the Authority must
use its own funds to ensure that the security holders receive timely payment. All loans pooled under the Ginnie Mae MBS
program are either insured by the Federal Housing Authority or United States Department of Agriculture Rural Development,
or are guaranteed by the Veterans Administration. The Authority assesses the overall risk of loss on loans that it may be
required to repurchase and repurchases the loans as necessary.

(16) Change in Accounting Principle

During the year ended December 31, 2010, the Authority adopted GASB Statement No. 53 (GASB 53), Accounting and
Financial Reporting for Derivative Instruments. GASB 53 establishes accounting and financial reporting for all state and
local governments that enter into derivative instruments. Derivative instruments, as defined in GASB 53, are measured on
the statement of net assets at fair value. Changes in fair value for those derivative instruments that meet the requirements
under GASB 53 to be treated as hedging derivative instruments do not affect investment revenue but are reported as
deferrals. Changes in fair value of investment derivative instruments, which include ineffective hedging derivative
instruments, are reported within the investment revenue classification in the period of change. The effect of adopting GASB
53 on the 2009 financial statements is summarized as follows:

Previously 2009
Reported  Adjustments  Restated
Statement of Net Assets
Deferred outflows
Accumulated decrease in fair value of hedging derivative $ - $ 112760 $ 112,760
Bonds and notes payable, net (3,224,905) 42,815  (3,182,090)
Hedging liability - derivative instrument - (93,279) (93,279)
Hedging liability - swap premium - (111,219) (111,219)
Deferred inflows
Accumulated increase in fair value of hedging derivative - (22,363) (22,363)

Statement of Revenue, Expenses and Changes in Net Assets

Interest on debt (175,712) (3,941) (171,771)
Hedging activity loss - 2,882 (2,882)
Net Assets as of January 1, 2009 295,667 (72,345) 223,322
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17) Subsequent Event

On May 11, 2011, CHFA closed a $98 million dollar single-family bond issue. The bonds included $58.8 million of NIBP 30
year program bonds placed with the US Treasury. The remaining portion was serial, term, and premium PAC bonds placed
in the general market place. The bond issue is rated Aaa by Moody’s and is collateralized with Ginnie Mae Il custom pools.
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